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vii

 When in December 2011 the Polish government, while holding the 
 rotating presidency of the Council of the EU, launched the initiative to 
set up a high-level expert group to look into EU innovation policy, its 
successes and failures and its needs for reform, then-Prime Minister Tusk 
and the Minister of Economy Pawlak had perhaps not imagined how 
important a contribution they were going to make to promoting more 
eff ective innovation and enhanced innovation policy in the European 
Union (EU). Th ey had the good sense and courage to mandate us “to 
think outside the box,” and we were fortunate that the equally visionary 
Irish and Italian Council presidencies asked us to continue the work. 

 Th e High Level Group on Innovation Policy Management (HLG on 
IPM) had three characteristics which were meant to substantially improve 
the creativity and serendipity of our discussions: (1) It had a tripartite com-
position, bringing together senior offi  cials from the EU Commission and 
member states representing diff ering models of  innovation, senior (inno-
vation) managers from corporations of diff erent sectors of the economy, 
and academic experts from diff erent disciplinary backgrounds; (2) It was 
independent from the EU Commission and national governments and 
free from any instructions, and it operated under Chatham House rules to 
guarantee openness of discussions; (3) It was supposed to be rigorous in its 
analysis and bold in its conclusions and recommendations. Th is approach 
was in itself innovative in the EU context of advisory groups and think 
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tanks. Its work was supported by a most dedicated research team, while 
the Polish presidency had entrusted EPPA, the  management consultancy 
specialized in business-government interactions, with the overall organiza-
tion. Former European Council President Herman Count Van Rompuy 
has lauded the independence and the quality of the work performed by 
this public–private arrangement. 

 Th e two reports of the HLG on IPM were submitted to the EU institutions 
in June 2013 and July 2014, in time for the then new 2014 Commission to 
be inspired when they envisaged necessary reforms. Although proud institu-
tions hardly ever admit that they are being stimulated by outside advice and 
analysis, but rather claim to develop their own ideas and proposals, often 
they are silently grateful for being confronted with unorthodox, thought-
provoking suggestions and recommendations. 

 In the course of our proceedings and discussions the idea was brought 
up that the HLG’s refl ections and ponderings, our arguments, back-
ground papers and proposals should not go unheard and gather dust on 
shelves or rest in peace in a bureaucrat’s drawer but should rather be part 
of the public discourse on innovation and its role in business, politics 
and the European society at large. Against this backdrop, members of the 
HLG enthusiastically embarked when we were encouraged to publish a 
volume on  Revolutionizing EU Innovation Policy . Th ey were eager to thor-
oughly scrutinize our arguments and to draft many topics from scratch. 
Th e result is a selection of chapters by various contributors – interlinked 
like a monograph – containing many unorthodox and more or less radi-
cal ideas and suggestions on how to overhaul EU innovation policy, ideas 
which may be more profound and far-reaching than politically feasible 
in the near future.  

    Stephanskirchen, Germany   Klaus     Gretschmann    

   Brussels, Belgium   Stefan     Schepers     
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    1   
 Revisiting Innovation: Revolutionising 
European Innovation Policy by Means 

of an Innovation Ecosystem                     

     Klaus     Gretschmann     and     Stefan   Schepers   

1         The EU in Need of a New Narrative 

 Both in economic and political terms, the EU is on life support. Its 
 former attractiveness as an economic powerhouse, a political “soft power,” 
and a much appreciated social model seems to be waning in the face of 
Eurozone troubles, the problems of migration and asylum seekers, or the 
political and military challenges at its borders. Far away from  traditional 
integrationist thinking, which claims the EU has always been on an 
 irreversible trend toward an ever closer union, today’s analysts hold that 
the Union is losing its internal coherence, its historical signifi cance, and 
economic usefulness. 

        K.   Gretschmann    ()
  President, Competence and Advisory Team Europe (CATE),      Germany   
email:  klaus.gretschmann@kgr-consilium.eu  

    S.   Schepers   
  Director, European Public Policy Advisors (EPPA),      Brussels   
email:  stefan.schepers@eppa.com  
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2 K. Gretschmann and S. Schepers

 For many decades EU politicians have followed the guiding star 
of an ever closer union pursued by one method, supranationalism, with-
out ever trying seriously other approaches, and ignoring the complex 
nationalities. However, recent crises have resulted in a sharp drop in the 
Union’s attractiveness. For a variety of reasons, the EU has become most 
unpopular with her member states, peoples, and citizens. Th is is not 
merely due to the fallout from the fi nancial and eurocrises, but rather 
the Union suff ers from self-infl icted damage resulting from its contested, 
and   sometimes self-serving, goals, governance methods, and culture of 
the past. Both have been made obsolete by new realities. 

 Political systems fray and decay Europe-wide. An increasing number 
of member states are afraid they may face “ungovernability,” with dra-
matic consequences for the social and political glue holding the Union 
together (Gretschmann  2015 ). 

 Indeed, these appear to be the most testing and taxing times for the 
EU during its existence. Reasons for growing Euroscepticism abound. At 
its very heart seems to be the perception by the people in the streets that 
an elitist power cartel of pro-European agents, with disregard for the real 
problems citizens all over the Union are facing, has developed and has 
started a “power grab” from national governments beyond what is laid 
down in the treaties. Th ey feel disempowered, alienated, and subject to 
forces they cannot control (Gretschmann  2014 ). 

 Th e EU in stormy seas is in urgent need of a new and attractive nar-
rative, a positive, encompassing story to tell, and a fresh idea to follow. 
It requires a recipe for pioneering the future and bringing attractive-
ness and popularity back in. In order to be prepared for the challenges 
of the future, deep-running changes will have to be considered and 
paradigm shifts will be required: a move away from “bureaucratism” 
toward citizens’ preferences, away from the “routinism” of the commu-
nity method toward “innovationism,” away from walking the beaten 
tracks toward new paths of revised principles and open and fl uid struc-
tures of decision making. Talking about change while continuing in 
the old ways will not do! 

 Th e EU’s internal cohesion will have to be restored, the European 
Common Good, which seems to be fading away, needs to be recalled 
and, last but not least, Europe as a whole, which is still lagging 
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behind more active and agile emergent economies, needs overhaul 
and modernization. 

 All this implies revolutionizing the model of EU policy making, both 
in design and implementation, and to restart with new concepts and 
blueprints of reform. 

  What seems to the authors and contributors to this volume a most 
attractive narrative for Europe will be built on knowledge, education, 
research, technologies and, in short,   INNOVATION  .  

 In order to make use of such a narrative, we may need to revolutionize 
European innovation policies in order to move ahead toward a  European 
Age of Innovation  and a European innovation agenda.  

2     Coming a Long Way from EU R&D 
to Innovation as a Promise 

 To be sure, Europe and, notably, the European Union has always been 
interested in research, science, and innovation as a means of modernizing 
European polities and economies. 

 Whereas the early years of the European communities did not see 
much in terms of research policy (Guzzetti  1995 ), except for some limited 
activities within the confi nes of the Euratom Treaty, a fi rst push 1  occurred 
with the acknowledgment in the late 1960s that Europe suff ered from a 
huge technology gap, vis-à-vis the USA and Japan. Th e seminal work of 
Jean-Jacques Servan-Schreiber ( 1968 ) about “Le défi  americain” paved 
the way for thinking hard about what to do in order not to lose ground 
in international economic competitiveness. Th e result was a decision to 
pool resources and to synchronize national eff orts in order to

•    generate a genuine European value-added on top of national research 
benefi ts;  

•   provide cross-border, community-wide transparency and “usability” of 
research results;  

1   In 1965 already, the COM set up a working group called PREST ( Politique de la Recherche 
Scientifi que et Technique ) and, in 1972, the internal work on a document pondering a European 
technology community had started. 
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•   guarantee the critical mass necessary for large research projects, 
 infrastructure, and funding;  

•   tie together transnational and interdisciplinary research;  
•   avoid duplication of the same research eff orts in several member states;  
•   kick-start projects by providing funding from European sources;  
•   exploit EU-wide economies of scale; and  
•   activate, promote, and strengthen new research areas and activities of 

strategic importance for Europe’s competitiveness, vis-à-vis the USA 
and Japan. 

 However, the approach was piecemeal at best. Innovations were 
 connoted with universities or select enterprises or individual geniuses 
and inventors. Market forces alone were believed to steer and guide tech-
nology development and innovations either by demand pull or supply 
push. Market failures were the only legitimate reason for public policy 
to interfere. How far government involvement was to go was contested. 
Picking the winners by subsidization was no accepted strategy. And ever 
since, “innovations” have always been misunderstood in Brussels as just 
an extension of research and development (R&D) programs.    

 Along these lines, during the last 20 years the European Union has 
 further developed an R&D policy, and it has tried to make it complemen-
tary to the research and innovation eff orts of the member states. Some 
progress has been made, but it is still too slow and too limited to have 
a distinctive and lasting eff ect on Europe’s growth and competitiveness. 
R&D 2  does not automatically lead to innovation in markets; intervening 
and fl anking factors, such as legal provisions (EU and national ones), 
administrative support, entrepreneurial skills, risk propensity, and public 
opinion, etc., are not conducive to an innovation environment and need 
to be addressed and tackled simultaneously. Concomitantly, the removal 
of bottlenecks and obstacles to innovation has always been a tall order. 

 While innovation is widely considered as a key element to foster 
growth and prosperity, and would  excellently qualify for nurturing a 
new narrative of the EU , the recent stalemate, if not outright decline, in 

2   Th e EU Treaty makes explicit reference only to R&D policy. Innovation policy is not mentioned 
but can be derived from a wider interpretation. 
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Europe’s innovation record and in its investments in RDI (Innovation 
Scoreboard 3 ) demonstrates that Europe is far from  achieving its full 
potential and has to overcome many impediments and barriers, notably

•    a disconnection between European governance and business interests 
and value chains;  

•   an exceedingly precautious approach to new ideas and inventions; and  
•   a neglect of public government innovation.    

 Commitments to politically stimulate and increase investment in research 
knowledge and innovation have been made ever since and,  notably, over 
the past 10 years or so but have never been met in full. Evidently  creating  
innovation,  commercializing  innovation, and  leveraging  innovation is 
easier said than done. 

 In parallel, theoretical and empirical research on innovation policy has 
gone from the recognition that innovation is decisive (exogenous growth 
models) and the study of innovation mechanisms (micro and sectoral) to 
the modeling of evolutionary and path-dependent processes and the inter-
play of technology and institutions. Policy makers have not taken into 
adequate account such research and its fi ndings (Kok  2004 ; Aho  2006 ). 
A lot has been said and done about an  encompassing approach involving, 
for example, ERC, EIT, JTI, Lead Markets, or CIP 4  about stakeholders, 
shareholders, producers, facilitators, knowledge workers, skills providers, 
and so on, but without much success and praise, not least due to lack of 
policy coherence. 

 Admittedly, we have come a long way. It has become general knowledge 
that (member) states should develop their innovation policies in the light 
of their specifi c characteristics and  inter alia  with the following objec-
tives: establishing support mechanisms for innovative SMEs, including 
high-tech start-ups, promoting joint research between undertakings and 
universities, improving access to risk capital, refocusing public procure-

3   Th e European Innovation Scoreboards provide a comparative assessment of research and innovation 
performance in Europe. Th e scoreboards help countries and regions identify the areas they need to address. 
4   All of these organizations are part and parcel of the recent EU research policy eff orts: the European 
Research Council (ERC), the European Institute of Technology (EIT), Joint Technology Initiatives 
(JIT), and the Competitiveness and Innovation Programme (CIP). 
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ment on innovative products and services, and developing partnerships 
for innovation and innovation centers at the regional and local levels. 
And the icing on the cake would be a nice and attractive framework tying 
the national and local eff orts together with the EU level.  

3    Toward Revisiting Innovation in Europe 

 Th e European Union needs a  new grand vision  that can motivate 
 people. Such a grand new vision could be founded on an  innovation para-
digm . Developing an  ecosystem of innovations  should be the overarching 
 objective of the EU and of the member states for the next decades in 
order to  guarantee and promote the best possible living conditions for the 
largest number of citizens . It appears clear that a narrative built upon an 
 innovation paradigm  can off er a nonconfl ictual, highly consensual, and 
attractive new compact, containing the glue for tying Europe together 
and  integrating national and Union interests. 

 Innovation in all its guises is needed to manage the critical economic 
and societal issues of Europe of the fi rst half of the twenty-fi rst century, 
such as resource effi  ciency, climate change, healthy living and aging, 
food,  energy, and resources security. To make it possible governance 
methodology and culture are necessary. Without it, the maintenance and 
 furtherance of the European welfare model will be in jeopardy. 5  Innovation 
is an indispensable source of competitive strength and a  precondition for 
Europe’s model of “soft power” in world aff airs (Tuomioja  2009 ). 

 However, in Europe, diff erent cultural and sometimes ideologi-
cal  perceptions, and diff ering public governance or management fault 
lines, in particular between (and sometimes inside) the EU institutions 
and member states, hinder making effi  cient use of available intellectual 
capital and economic capabilities. Indeed, economic innovation requires 
much more than research that may lead, or not, to a new or improved 
product or use. It concerns also new methods of production or delivery 
of services, the development of a new market, or fi nding a new source of 

5   As recent calculations yield, the ratio of R&D needed per unit of GDP has gone up from 1:1 in 
the early 1990s to 3:1 twenty years later. Success rates of innovation still vary widely from 2.5 % at 
the lower end to 20 % at maximum. 
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supply of raw materials or manufactured inputs, or new design, or a new 
organization of industry, or management, or of public administration. 
Th erefore, a traditional R&D approach to innovation is insuffi  cient and 
ineff ective and must be broadened to cover nontechnological innova-
tions, including in the regulatory frameworks, procurement procedures, 
or intellectual property rights and standardization, to name but a few. 

 Th e emergence of novel concepts and products is often a result of 
improvisation, repeated trial and error, and the emergence of new tacit 
and explicit knowledge until some form of consolidation takes place. 
Innovation thus is a paradoxical process, combining, creativity and rigor-
ous scientifi c method. It requires the opposite attitude from bureaucracy, 
which is about stable process and control in large  entities; if it comes too 
early in innovation processes, it leads to inertia. But also beyond “man-
aged innovation” independent thinkers, amateurs, and dreamers often 
provide the indispensable imaginative leaps, the  fantasies and intuition 
that are often more useful than the much-praised “ analytical rigor” when 
it comes to new ideas and innovations. Attempts to trigger nonconven-
tional thinking and to open new ways both in universities, fi rms and 
politics, but also in civil society organizations, are still both a desidera-
tum and a priority. A quadruple helix is far away still. Moreover, leader-
ship and support in government systems is needed to create the optimal 
framework conditions to facilitate other actors, primarily but not exclu-
sively companies and universities, to develop and manage the chain of 
actions that leads to innovation of products, services, and processes in 
the market. 

 Modern political leadership for innovation requires vision, strategy, 
consistency, and proper governance of cultural tools. It needs to pay 
attention to the whole chain of knowledge development in its broadest 
sense, to diff usion and absorption, and to its transformation in tan-
gible applications, which bring economically and socially measurable 
benefi ts. 

 In the EU innovation requires a move beyond a culture of regula-
tion and control toward a culture of mentoring and coaching of all 
actors and stakeholders. Stewardship tools are more suited to promote 
a  culture of innovation and of change among various actors than tradi-
tional  command and control approaches, which usually stifl e diversity 
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and  creativity, two key ingredients for innovative thinking. Th is requires 
a real change of culture. 

 Th e analysis above pinpoints the crucial role of institutional arrange-
ments as driving or at least supporting forces of innovation. Th e two forces 
of technology innovation and institutional innovation are deeply inter-
twined since new inventions, innovations, and technologies  frequently are 
the source of disequilibria, which make it profi table or even indispensable 
to innovate institutional arrangements (North  1990 ). Institutions both 
constrain and structure human interactions, be they political, economic 
or social. Constraints, as North describes, are devised as formal rules 
(constitutions, laws, property rights) and informal restraints (sanctions, 
taboos, customs, traditions, code of  conduct), which usually contribute 
to the perpetuation of order and safety within a market or society. Briefl y 
stated, his works specify the process by which social, economic or politi-
cal actors perceive that some new form of  systemic organization (institu-
tional arrangement) will yield a stream of benefi ts that makes it profi table 
to undergo the costs of  innovating this new organizational form. Th ese 
new arrangements are typically apt to realize potential economies of scale, 
reduce information costs, spread risk, and internalize externalities. 

 What may be drawn from the above is the necessary condition of 
 alignment between inventions, innovations, technologies, and institutional 
settings—all of which involve governance regimes (private and public). 

 Today, governments’ roles in innovation grow (Mazzucato  2013 ): 
Governments will increasingly become involved in technology, invest-
ing in a broad range of applications—from homegrown innovation 
incubators to local manufacturing sites that create jobs and manage 
geopolitical risk, not to mention potential ethical or civil rights issues 
about the use of new technologies. At the same time, governments 
should not forget their regulatory role but, rather, one adapted to 
the postindustrial economy and society. It also opens up new pos-
sibilities for institutional reform and governance innovation: As the 
innovation regime as well as  governments’ policies are becoming 
increasingly multilayer, multiactor, and hyper- complex, new modes 
of governance, citizens’ participation, and transparency will be part 
of any innovation-promoting regime. 
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 If the Douglas North proposition above can stand scrutiny, namely 
that every innovative technology/ process requires an adaptive and 
 transformative government—that is, new institutional arrangements and 
new governance tools and regimes—then innovations in the public sec-
tors, while also having regard for the political structures and processes, 
will be indispensable.  

4     The Role of Business, the Stage-Gate- Model, 
and Beyond 

 Th at business is assigned a crucial role in the process of turning  inventions 
and research results into innovations ready for the market is a truism. 
Equally well-known is the saying/ adage that research policy serves as a 
means to turn money into knowledge and innovation policy is a way to 
turn knowledge into money. And, last but not least, there is no doubt 
that institutional and policy adaptations need to take the processes of 
innovation carried out by business into account. 

 Th e classical innovation process inside enterprises consists of idea gen-
eration, idea selection and idea/ project management. Th e standard 
process for innovation management focuses on linear, nondisruptive, 
incremental innovation. Th e sequencing is described in the well-known 
Stage-Gate model (Cooper  2001 ,  2008 ). Stage-Gate is a value-creating 
business process and risk model designed to quickly and profi tably trans-
form an organization’s best new ideas into winning  new products. It 
enables fi rms to create a culture of innovation excellence—innovation 
leadership, top-notch teams, customer and market focus, robust solu-
tions, alignment, discipline, speed, and quality. 

 Th e process helps prepare the right information, with the right level of 
detail, at the right gate to support the best decision possible, and allocate 
capital and operating resources (Fig.  1.1 ).

   Th ere is no question the Stage-Gate process has had a signifi cant 
impact on the conception, development, and launch of innovative pro-
cesses in fi rms. Yet, there have been consistent criticisms of it as the 
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world of innovation has moved on. Today it is faster-paced, less linear, 
far more competitive and global market and has become less predict-
able. Th e process of innovation is much more iterative than assumed in 
the SGP. Th erefore, the model does not mirror innovation reality in the 
twenty-fi rst-century fi rm. 

 In a very recent empirical study, Sarah Eckardt ( 2015 ) argued that 
the most crucial determining factor in fi rms’ innovation processes is 
intrapreneurship. 

 Intrapreneurship (entrepreneurship within existing organizations) 
has been of interest to scholars and practitioners for the past two 
decades. Intrapreneurship is viewed as being benefi cial for revitalization 
and  performance of corporations, as well as for small- and medium-
sized enterprises. Th e concept refers to pursuing and entering new 
businesses; the creation of new products, services, and technologies; 
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strategy  reformulation, reorganization, and organizational change; and, 
fi nally, the proactiveness in pursuing innovations, competitiveness, ini-
tiative, risk taking, and competitive boldness. 

 In a similar vein, Ahuja and Lampert ( 2001 ) presented a model that 
explains how established fi rms create breakthrough inventions. Th ey iden-
tify three organizational pathologies that inhibit breakthrough  inventions: 
the familiarity trap, which favors the familiar; the maturity trap, which 
favors the mature; and the propinquity trap, which favors a search for 
solutions near to existing solutions. Th ey argue that by experimenting 
with novel (the fi rm lacks prior experience), emerging (technologies are 
newly developed), and pioneering (technologies that do not build on any 
existing technologies) developments fi rms can overcome these traps and 
create breakthrough inventions. However, outside help through adequate 
innovation and technology policies may be supportive. 

 From very early on, Damanpour ( 1991 ) inquired into the factors 
 determining innovation propensity and capacity in fi rms. A meta- 
analysis of the relationships between organizational innovation and 
thirteen of its potential determinants resulted in statistically signifi cant 
associations for specialization, functional diff erentiation, professional-
ism, centralization, managerial attitude toward change, technical knowl-
edge resources, administrative intensity, slack resources, and external and 
internal  communication. Results suggest that the relations between the 
determinants and innovation are stable over time. 

 To focus on the innovation processes at the level of the fi rm involves 
no  mental gymnastics ; rather, it is absolutely necessary to be aware of how 
innovation works in business and thus in practice. Taking account of 
the basic intrafi rm features is a prerequisite if innovation policy wants 
to make a diff erence and contribute to bringing about innovations. 
A skillful alignment between policy and business processes is imperative 
for any innovation policy to work. If the fi rm approach is complex and 
multidimensional, the (former) linear concept of EU innovation policy 
making and its implicit affi  nity to the SGP is no longer adequate. (See 
the contribution of Egbert Lox in this volume). Rather, a more complex 
and multilayered approach (Christensen  2011 ), such as an innovation 
ecosystem (Jackson  2011 ) approach is badly needed.  
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5     Shortcomings of Present EU Innovation 
Policy Approaches 

•     Th e success of the EU integration and cooperation process has led to 
such a high degree of complexity that the original methods of opera-
tion are no longer suited. Th ere is an urgent need to rethink, within 
the confi nes of the treaties, how to bring about comprehensive 
 stakeholder engagement and how to make this operationally possible 
through behavioral and procedural change and digitalization. In order 
to ensure policy coherence, not just within the Commission but also 
between the EU and member states, new approaches to impact assess-
ment, to policy elaboration and to rule making and rule application in 
diverse contextual conditions must be found. In addition, the needs of 
the drivers of competitiveness and employment creation, industrial 
and service companies must become better aligned with the interests 
of national governments, visions, and welfare requirements.  

•   Th e gaps in competitiveness among member states are widening, with 
some advancing well in developing and implementing innovation in 
their economy and governance, others still at the stage of planning and 
piecemeal implementation, and still other countries just thinking 
about what to do, if anything. Th e European innovation ecosystem 
will become globally strong only if it is internally coherent and if all 
countries attain a minimum level of integration within it.  

•   It is clearly a collective European interest to ensure that all productive 
and innovative forces and opportunities are identifi ed and used. Th is 
requires structural reforms in most if not all member states and in the 
EU itself, and a diff erent use of EU instruments and funds to ensure 
that a level innovation playing fi eld is rapidly created.  

•   Th e EU needs to organize technological and industrial cooperation in 
all sectors and across all regions. Th is requires a diversifi ed yet strong 
approach for building new industries and European players of interna-
tional standing as well as strengthening the ecosystem for innovation 
and investment. Th e pledge made in the Lisbon Strategy to provide 
the proper framework conditions for enterprise development and 
innovation are still not met in full.  
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•   A key problem underlying the suboptimal design of EU innovation 
policy is the supranational governance model of the EU, once useful for 
creating a common market and a single currency but unfi t for today’s 
new challenges. It focuses far too much on regulating everything instead 
of operating with more sophisticated collaborative  governance meth-
ods. Moreover, once it has opened a particular  regulatory trajectory, it 
continues on it without regular and thorough evaluation of its eff ec-
tiveness. No wonder European companies, and most of all small- and 
medium-sized ones and innovative start-ups, suff ocate under complex, 
sometimes contradictory, shaky, and time-consuming regulations that 
benefi t no one and neither stimulates research and innovation nor 
competitiveness or employment. Political debates tend  to focus too 
much on “more or less Europe,” but not on the  cost- effi  cient function-
ing of its policy-making system, now designed half a century ago for a 
diff erent political and economic context.  

•   What is badly needed is collaboration between research, business, gov-
ernments, and the EU Commission, instead of silo thinking by each of 
them and mutual distrust. We must also dare to question regulatory 
capture in Brussels by a select number of nongovernmental organiza-
tions (NGOs) with their own agendas, whose impact on growth and 
employment is unclear, to say the least. Instead of fragmenting respon-
sibilities for research, education, and enterprise policy, governments 
and the Commission should ensure convergence and cooperation, 
because they are the three pillars of global competitiveness on which 
the public income depends to fi nance Europe’s  cherished social model.    

 Europe does not lack the capacity to innovate; it has a broad fabric 
of innovation with certain elements already in place; but the framework 
conditions are lacking. It is confronted with problems of leadership and 
incoherence of vision and purpose. It struggles to create cumulative eff ects 
and critical mass. Th ere is a rather infl exible culture of policy making and 
regulatory application. It suff ers from organizational fragmentation, with 
multiple barriers to innovation in markets, and there is no encompassing 
of a systemic approach. Worse still, some innovation that is developed in 
the EU is appropriated elsewhere due to a lack of favorable framework 
conditions.  
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6     Innovation Ecosystems: Revolutionizing 
Innovation Policy 

 Innovation is the result of interaction among the “ecology” of actors. Th e 
“right” interaction between these actors is needed to turn an idea into 
a solution or a process, product, or service on the market. Th erefore, 
the European Innovation Strategy model focuses on connectedness, 
the dynamics and the context in which a complex interaction of actors 
and  agents, factors, sectors, and countries determining or hampering 
innovation is embedded. 

 We must acknowledge that innovation results from a complex 
 process,  combining curiosity, creativity, rigorous scientifi c method, and a 
suitable institutional framework of interaction. Th e emergence of novel con-
cepts or processes, products or services, can only result from out-of- the-box 
thinking, improvisation, trial and error, and new tacit or explicit knowledge. 

 Th e traditional model of innovation uses scientifi c research as the basis 
of innovation and suggests that change is linear: from research via inven-
tion to innovation, to diff usion and marketing. However, this model has 
been acknowledged as incomplete and misleading. Rather, innovation is 
a result of the interaction among an “ecology” of actors. It is the “right” 
interaction between the actors that is needed in order to turn an idea into 
a solution or a process, product or service, on the market or in society. 

 Th e ecology model, fi rst sketched out by Jackson ( 2011 ) provides a 
much richer picture of how innovation works, and how it can be stimu-
lated and fostered. It focuses on connectedness, the dynamics and the 
context in which a complex interaction of actors and agents, factors, sec-
tors, and countries determining or hampering innovation is embedded. 
Innovation and value creation require permanent strategic agility (Doz 
and Kosonen  2008 ), scanning the global context, scouting for oppor-
tunities, and attention to continuities or discontinuities in societies and 
economies. 

 We suggest in this volume the deployment of “innovation ecosystems”: 
a set of ideas, institutions, instruments, policies, regulations, and factors 
that determine the level, direction, outcome, productivity, and degree 
of competitiveness from innovations. A realm characterized by clear, 
simple, effi  cient, smart, less complex, competition-based, and socially 
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accepted features will be best suited and conducive to prompt promotion 
of  innovation. Whereas the traditional linear model of innovation priori-
tizes scientifi c research as the basis of innovation, the model put forward 
in this book provides a much richer picture (Fig.  1.2 ).

   Th e key objectives are to develop and promote an ecosystem of 
 innovation that embeds innovation policies and activities into a fl ex-
ible, dynamic, stimulating, and enabling environment. Th is ecosystem 
is intended to create value for society. It should enhance the quality of 
life for its citizens and the competitiveness of its enterprises. It should 
foster intelligent interaction between a variety of stakeholders (whether 
companies, local/ regional/ national authorities, or international systems 
like the EU and its institutions) and centers of knowledge creation such 
as universities and research organizations. 

 Reconstructing and unfolding the European innovation ecosystem 
will involve setting up
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•    a  network of formal and informal  public and private sector actors 
whose activities and interactions initiate, import, modify, and diff use 
new technologies;  

•   the  communication fl ows and relationships  that determine the 
 production, diff usion, and use of new basic or applied knowledge;  

•   a set of  individual actors , whose incentive structures and competen-
cies determine the rate and direction of technological learning and the 
volume and composition of change generating activities;  

•    devices to create, store, and transfer knowledge , skills, and artifacts 
that defi ne new technological frontiers;  

•    rules and political arrangements  for the framework guiding the 
innovation process, with particular attention to rules or practices that 
could hinder an innovation ecosystem;  

•    a heterarchical  6   governance culture,  to develop stakeholder align-
ment and quadruple helix innovation;  

•    a set of workable regulations  where nonfunctioning elements are 
repaired and adjusted to foster creative thinking and invention 7 ; and  

•    more space for regulatory interpretation  so rules are applied on the 
basis of reality evidence—less dogmatic and more fl exible with regards 
to achieving desirable outcomes.    

 Once set up, this framework is supposed to ensure

•    a cross-disciplinary and open-minded attitude;  
•   a reasonable but adequate propensity to risk; and  
•   strategic foresight, policy coherence, and fl exible governance.    

6   A  heterarchy  is a system of organization where the elements of the organization are unranked 
(nonhierarchical) or where they possess the potential to be ranked a number of diff erent ways. 
Defi nitions of the term vary among the disciplines: in social and information sciences, heterarchies 
are networks of elements in which each element shares the same “horizontal” position of power and 
authority, each playing a theoretically equal role. 
7   For example, consider antitrust laws, which were developed in the late nineteenth century in the con-
text of the economic theories of the time. But today, many of those assumptions are irrelevant, thereby 
disregarding the value of ubiquity or non-convexities in new economic theories. Or take the idea of 
enacting short-term tax credits for research and development. R&D takes many years. If  companies 
invest in a given year to take advantage of the R&D credit and, 2 years later, the tax code is changed, 
their investment may be lost. Th erefore, tax credits do have some infl uence on business decisions. 
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 In order to guarantee the functioning of the system, a complete  revision 
and continuous monitoring of the methods, procedures, and output of 
governance within the various EU institutions and all member states, as 
well as of the interaction between themselves, and between them and the 
EU institutions, must also be achieved. 

 Building on those elements, the ecosystem will promote creative and 
bold thinking, free from useless bureaucratic constraints, and able to 
achieve innovative solutions that are eventually capable of addressing new 
challenges and specifi c problems. 

 Th e basis for innovation ecosystems requires

•    openness and dialogue about the agendas of diff erent stakeholders;  
•   overcoming short-termism through appropriate processes, and 

steering to build coherence and alignment within and between 
complex large public and private entities (corporations, govern-
ments, universities, etc.) about mission and objectives, and about 
interdependence of respective roles to achieve mega-societal 
objectives;  

•   understanding of how industrial dynamics and market functioning 
operate, how they can respond to economic and societal needs and 
demands, and which framework conditions are required to turn these 
into business opportunities;  

•   attention for the important role of creativity and for the innovation 
potential in so-called traditional industries and in agriculture;  

•   attention to the potential of young innovators and their needs and the 
removal of obstacles to start-up companies, including unintended side 
eff ects of certain forms of taxation;  

•   promoting entrepreneurship through lower entry costs and through 
fundamental changes in national bankruptcy laws;  

•   understanding the key role of public governance in putting the right 
framework conditions in place and hence the need for meaningful 
public administration innovation;  

•   understanding the (often global) research (radical or incremental) inno-
vation chain, its funding costs before and at the point of  market entry, 
and the time frame in diff erent business sectors, and development of a 
comprehensive intellectual property protection;  
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•   understanding the symbiotic relationships between large corporations 
and small- and medium-sized enterprises;  

•   result-oriented cooperation between public authorities, companies, 
and university research capabilities, with a preference for coaching 
over command and control functions, and ensuring engagement 
through a variety of incentives for all actors;  

•   interpretation of existing regulations in a way that stimulates innova-
tion; and  

•   stable and coherent policy and regulatory frameworks, with minimum 
costs and fast procedures, which increase the probability of market 
success of innovation and hence facilitate its fi nancing.    

 Because there is a certain probability that at least some enterprises launched 
in the ecosystem will fail, a healthy ecosystem should be  structured to 
handle failures in a way that encourages cutting investment losses in the 
early stages of the enterprise. Ideally, the ecosystem is  structured to recover 
and recycle resources (including human capital) that are released upon 
failure of an enterprise (Jackson  2011 : 8). Th erefore, besides assembling 
the actors who will contribute to the innovation  ecosystem, a healthy 
ecosystem also provides a mechanism for building relationships and other 
intangibles between the actors, and entities within the ecosystem and 
those inside and outside the system. 

 To properly assess paradigm shifts and to align various agendas, it is 
essential to involve business leaders and other economic actors together 
and in close cooperation with the centers of knowledge creation, to 
 contribute their understanding of markets and marketability. To make 
use of diff erent perspectives and diff erent modes of thinking and probing, 
we will need to establish a culture of deliberation and discourse. We will 
need tools that go beyond the technocratic and mechanistic stakeholder 
consultations that are the routine in Brussels. It is necessary in order to 
bring about a shared vision and mutual understanding and cooperation. 
If the EU wishes to promote and stimulate innovation, it needs to be 
innovation-bent itself—much more so than in the past. 

 We are in the midst of a major paradigm shift: the old approach to 
innovation policy no longer works and the new approaches are not 
matured enough yet. As a matter of fact,  innovation ecosystems  as 
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social environments off ering an all-encompassing and coherent policy 
strategy regarding innovation, permeate quite a lot of other areas, such as 
 enterprise policy, smart regulation, aff ordable health, social reforms, and 
new ways of molding EU national policies. 

 Th e upshot of the line of argumentation outlined above is as 
 follows: Both politics and business need to create and provide the right 
“innovation ecology,” a laboratory of ideas, rules, procedures, etc., 
across disciplines, fi rms, and countries. Th is requires that stakehold-
ers,  shareholders, producers, facilitators, decision makers, knowledge 
 workers, skills providers, etc., should all be involved and committed. 
 Th en the innovation ecosystem approach may well be the best basis 
of a new narrative of a future Europe.   

7    A Plan of the Book and Its Rationale 

 As argued above, a whole set of largely unrelated individual initiatives does 
not make up an innovation system. Indeed, the EU and its member states 
have developed policies, programs, and projects to make  innovation in 
Europe thrive. Th ey have managed to develop an encompassing program 
such as Horizon 2020. However, so far the outcome is far from optimal. 
Stakeholders in science, business, and society alike remain  skeptical and 
critical, to say the least. 

 Radical change in innovation policy seems indispensable, from 
fragmentation to coordination, from a narrow S+T orientation to an 
 encompassing, holistic, and coherent strategy involving several policy 
areas, from a diff use to a highly focused division of labor between all 
actors and stakeholders involved. Th is is what we mean by the Innovation 
Ecosystem Approach. 

 As outlined above many of the major issues deserve quite some more 
elaborate and in-depth analysis and refl ection. In the following chapters 
the various authors and contributors will try to live up to this desideratum. 

 Benefi ts and rewards of innovation policies are the centerpiece of 
Morten Rasmussen’s contribution: he explores the link between inno-
vations and national macroeconomic parameters such as international 
competitiveness, growth and employment, and budgetary balance, etc. 
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Th e paper compares cross-country studies and rankings and deploys 
 performance data and empirical analyses for determining a clear cova-
riance between innovation-friendly policies, an ecosystem conducive to 
innovation and positive economic performance. 

 Whereas Rasmussen emphasizes the upside of comprehensive and 
 stimulating innovation ecosystems, Klaus Gretschmann discloses the 
downsides and analyzes obstacles and opposition to innovation. He 
describes innovation as placed between “hype, rebuff , and new sobri-
ety” and argues that albeit innovation has become the “magic formula” 
in today’s intellectual debates, it is an error to assume that innovations 
are everywhere and always welcome. Th ere is no such thing as a social 
 consensus or a social compact about the unconditional promotion of 
innovation. Rather, the history of innovation is an unending story of 
resistance and opposition. A whole series of factors inhibiting innova-
tion are discussed, such as personal attitudes to risk, intrafi rm obstacles, 
 institutional settings, the role of veto players, “groupthink” and “an 
intrinsic risk-adverse societal attitude” in European societies. 

 In their chapter entitled “Open Innovation and Clusters: Why 
Proximity Matters?” Alberto di Minin and Marco Rossi underline the 
signifi cance of clusters for a stimulating innovation eco-system. Th ey 
focus on three factors that make clusters particularly well fi tted to 
develop eff ective and successful open innovation strategies: access to 
fi nance, cross-specialization, and local trust. Th e analysis focuses on how 
the peculiarly close-knit and cooperative environment that characterizes 
regional clusters can play a vital role in guaranteeing constant exchange 
and knowledge disclosure between diff erent actors involved in a network, 
while at the same time signifi cantly reducing costs. By encouraging this 
knowledge fl ow not only between local partners, but also between local 
competitors, clusters foster the constant exchange of data and solutions 
that underpin open innovation. 

 Innovations are produced everywhere, but there is wide disparity; 
while some countries or regions are in the top rank in terms of  innovation, 
others are a lagging behind. Th e challenge to grow faster is to raise the 
“average” level of European innovation, to create a European ecosys-
tem with the best performers, without leaving the rest behind. In this 
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 chapter Marisa Poncela analyzes the complexity of the governance system 
and the need to ensure coordination processes that facilitate long-term 
 strategy planning (and implementation) and prevent short-term  decisions 
that hinder innovation processes, aligning actors, priorities, and prob-
lems while preserving long-term policy coherence. Mechanisms to ensure 
horizontal interministerial policy coordination and mechanisms for top- 
down and bottom-up local-regional-national coordination will be high-
lighted. Th e importance of the impact assessments is underpinned and 
best practices and proposals to catalyze policy coherence are discussed. 

 Looking into a particularly important element of innovation, namely 
funding and fi nancing, Nicolas Redi and Morten Rasmussen  suggest 
that quite some fresh thinking is imperative in order to overcome fi nan-
cial barriers and frictions and provide the funds needed to kick- start 
innovations. Although steps have been taken to promote fi nancing of 
innovation and R&D at the EU level, problems persist resulting from 
fragmented funding and fi nancing, the lack of innovative fi nancing 
strategies, reduced R&D budgets, and the way the funding is chan-
neled into the market. Against this backdrop, Redi suggests innovative 
ways to make use of venture capital funding in cooperation with the 
setting up of a specifi c, earmarked European Investment Fund fi nancing 
scheme and a new guarantee system to help absorb some fi nancial risks 
innovations hold for investors. 

 In the chapter on collaborative governance, Stefan Schepers argues 
convincingly that a promising method for promoting innovation requires 
a fundamental change in the EU’s governance approach. As he discusses 
the nature and past reform eff orts of the European Union governance 
system from an historical perspective, he derives the urgent need for 
change in governance methods and culture in order to anchor innovation 
into the system. Economic paradigms calling for innovation will have 
to  recognize that without equally signifi cant governance innovation their 
case is lost. Both forms of innovation facilitate each other and contribute 
to the common good. 

 Andrew Kakabadse’s contribution reasserts that a radical new vision 
to innovation policy is needed. Th is vision, based on an innovation eco-
system (ideas, institutions, policies, and regulation) can only be achieved 
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through all-encompassing collaborative governance that is interactive 
and value generating. Kakabadse pinpoints the crucial role of institutional 
arrangements as well as a governance of alignment of all the driving 
forces and actors in favor of radical change and innovation, and this also 
requires innovation in corporate management. 

 Christoph Bausch questions the ability of the EU system of gover-
nance to help business and research unfold their innovative potential: 
the European Union is a complex system constituted by a myriad of 
diff erent actors with often discordant political agendas and interests 
and a dominant, rigid, and regulatory approach. Th e central aim of 
EU governance when it comes to promoting innovation is to recon-
cile and align such divergence and translate it into solutions that serve 
the common European good. Th e author argues that notably the EU 
regulatory system is no longer able to successfully manage complex 
policies, as in the case of R&D or innovation, and is in strong need 
of overhaul. 

 Jean-Claude Th oenig emphasizes in his contribution that any 
 competitive innovation ecosystem requires a stimulating higher 
 education and research environment. Academic institutions are key 
contributors and stakeholders to fuel economic and societal dynamics. 
Building a stronger academic capacity inside the EU is an ambition. 
Yet, although the diff erence between the three basic models of higher 
education and research—the Anglo-Saxon, the German Humboldtian, 
and the French Napoleonic model—is slowly fading away, only a dozen 
or so of Europe’s universities may compete with their U.S. counter-
parts. Th e EU has not yet reached a critical mass that will build up 
a  competitive innovation ecosystem of its own. Th e author outlines 
the steps forward necessary to make European academia a player of the 
highest standards. 

 A most unorthodox yet equally interesting perspective on the European 
innovation ecosystem is opened up in Michel Praet’s paper dealing with 
cultural diversity and political unity in Europe; two strongly intertwined 
forces which, on the one hand, determine innovation potentials and, on 
the other hand, are a result of innovative thinking. Culture and unity, 
both need creativity and innovation as fertile soil. Moreover, our “cultural 
industries” require cross-sectoral innovation and collaboration based on 
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diversity and provide an important economic and cultural asset. Politics, 
Praet argues, need to foster cultural innovation and diversity lest it fall 
victim to the American style of culture industries (movies, music, etc.), 
which  per se  are much more homogeneous and streamlined, not least due 
to the large markets they serve. 

 Having considered innovation policy from various perspectives, 
the  book ends with a chapter on foresight by Stefan Schepers, who 
summarizes principal challenges resulting from scientifi c, ethical, eco-
nomic, ecological, and geopolitical developments. Foresight strength-
ens further the urgency of an innovative innovation ecosystem and 
governance and is a useful tool to explore the known interactions in 
complex systems, still leaving known unknowns that require special 
attention. Foresight studies can play a very useful role in developing 
alignment between stakeholders and in overcoming short-termism of 
electoral politics within innovated governance systems able to deal 
with the twenty-fi rst century’s problems. Th e EU could use foresight 
to position itself as a principal actor for  solution development in its 
own and the global interest. 

 Eventually, in Chap. 14, we have assembled political recommendations 
to EU policy makers that are laid down in the two reports by the HLG 
on Innovation Policy Management, and a comment about the progress 
so far. 

 Our key conclusion is that Europe needs to work toward an innova-
tion ecosystem that would unleash the dynamic interactions and feed-
backs between the hitherto insuffi  ciently coherent actions of the EU, 
national and local governments, large and small business, and universi-
ties and centers of learning across borders and economic sectors. Without 
a quantum leap in innovation and innovation policies, we will not be 
able to muster our economic problems and make our industries strong 
enough to compete on the global level. Addressing sector-specifi c innova-
tion performance in areas such as advanced manufacturing, construction, 
energy, telecommunications, pharmacy, biotech, and transport, etc., will 
be indispensable for developing and strengthening a solid industrial base. 
And the most important and overarching task is to highlight the emer-
gent narrative of a Europe unfolding its large innovation potential for 
pioneering and shaping our common future.      
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    2   
 The Benefi ts and Rewards 

of Innovation Policies                     

     Morten   Rasmussen     

     Th is chapter explores the link between innovation and national 
 economic performance parameters such as international competitive-
ness, growth, and employment creation. It compares cross-country 
 studies and rankings from major providers of comparative perfor-
mance data and analyses the importance of innovation-friendly country 
systems for sound economic performance. Following a  methodological 
refl ection on the cross- study approach, it further  discusses the eff ects of 
innovation on economic objectives, including performances in GDP, 
R&D, and employment. Th e assessment also integrates best prac-
tice examples and  considers how innovation can be promoted from 
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an  innovation  policy management perspective: supportive of growth, 
jobs, and re-industrialization, as well as digitalization in markets and 
society. In this way, the chapter also links together the remaining chap-
ters’ recommendations on innovation policy to its economic impacts. 
In line with the remaining chapters of this book, it seeks to discuss how 
Europe can promote innovation capacity, capable of addressing the 
critical needs and societal challenges ahead, in a manner that is com-
plementary to open innovation and innovation-ecosystem- building 
approaches, thus aspiring to collaboration models, co-creation, and 
user-driven innovation. 

 Overall, the chapter argues that despite some degree of variation, 
the cross-country studies comparison found that the top-performing 
 countries in innovation were also those with the strongest performance 
in competitiveness and employment, pointing to a strong correlation 
between well-designed national innovation systems and good com-
petitiveness conditions. Although there is no “one best way” to achieve 
 top- notch innovation performance, as each country has its own speci-
fi cities, including distinct industrial and business fabrics, certain similari-
ties are found among the most innovative countries: effi  cient governance 
toolsets, consensus-building culture, integrative innovation strategies, 
targeted funding models, public–private partnerships, and successful 
commercialization of technological knowledge. Ample evidence shows 
that holistic and ecosystem-oriented approaches to innovation systems, 
with strengths in most dimensions, can signifi cantly enhance innovation 
in markets, but also within organizations and public sectors, and thereby 
support competitiveness, employment, and value creation. 

1     Cross-Study Comparison of National 
Innovation and Competitiveness 
Performance: Findings and Analysis 

 Academia, businesses, and policy makers alike acknowledge 
that research  and innovation policy can be a very useful stimu-
lant for  economic development and social well-being (European 



The Benefi ts and Rewards of Innovation Policies 29

Commission  2010a ; OECD  2007 ), but progress in Europe has been 
too slow to signifi cantly catch up with  the USA and Japan in inno-
vation performance. Although the  innovation gap is closing, Europe 
still fi nds itself struggling to keep up with the  innovation leaders: the 
USA, South Korea, and Japan outperform the EU by, respectively, 
22 %, 24 % and 14 %, according to the Innovation Union Scoreboard 
2015 (European Commission  2015 ). Behind this  picture, and among 
a number of causes, is a lack of capacity to compete on private R&D 
expenditures on innovation, patent applications, tertiary  education, 
and public–private copublications, in comparison with the aforemen-
tioned countries (Eurostat  2014 ). At the same time, while China is 
still some distance away from aggregate EU innovation performance, 
it is catching up steadily, as exemplifi ed through increased public 
R&D spending and the ability to attract highly skilled talents (OECD 
 2014 ). 

 In order to put the innovation gap in perspective, and with a view 
to address the linkages between the diff erent components of national 
 innovation ecosystems, we compare cross-study fi ndings on innova-
tion and competitiveness in this section. With this background, the 
insight gained from the cross-country studies will not only be used to 
assess the countries that make holistic and systemic endeavors to pro-
vide investments and guidance for innovation (both from policy and 
 fi nancial angles), but also to scrutinize the link between innovation-
friendly country systems and economic performance (such as GDP 
growth and employment). 

 Starting with the rankings on innovation, we present comparative 
assessments of countries’ innovation performance, based on Cornell 
University, The Institut Européen d’Administration des Affaires 
(INSEAD), the World Intellectual Property Organization’s  Global 
Innovation Index World 2015 , the World Economic Forum’s Global 
Competitiveness Report 2014–2015, and the European Commission’s 
Innovation Union Scoreboard 2015, in Table  2.1  below.

   Table  2.2  below compares competitiveness rankings on the basis of 
the World Economic Forum’s  Global Competitiveness Report  2014–2015 
and IMD’s  World Competitiveness Yearbook  2015: both have undertaken 
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comprehensive studies of countries’ performance along a wide range of 
competitiveness indicators and drivers.

   Before analyzing the results, the methodological frameworks behind the 
diff erent innovation assessment approaches requires some considerations. 
Diff erences in the criteria used, weights assigned, and  methodology applied 
to capture innovation and competitiveness performance logically leads 
to variation in the innovation and competitiveness rankings by IMD, 

   Table 2.1    Overview of innovation rankings   

 Rank 
 INSEAD’s  Global 
Innovation Index  2015 

 WEF’s Global 
Competitiveness 
Report 2014–2015 a  

 Innovation Union 
Scoreboard 2015 

 1  Switzerland (68.30)  Finland (5.8)  Sweden (0.7401) 
 2  UK (62.42)  Switzerland (5.7)  Denmark (0.7362) 
 3  Sweden (62.40)  Israel (5.6)  Finland (0.6764) 
 4  Netherlands (61.58)  Japan (5.5)  Germany (0.6763) 
 5  USA (60.10)  USA (5.5)  Netherlands (0.6473) 
 6  Finland (59.97)  Germany (5.5)  Luxembourg (0.6418) 
 7  Singapore (59.36)  Sweden (5.4)  UK (0.6365) 
 8  Ireland (59.13)  Netherlands (5.3)  Ireland (0.6282) 
 9  Luxembourg (59.02)  Singapore (5.2)  Belgium (0.6193) 
 10  Denmark (57.70)  Taiwan (5.1)  France (0.5906) 
 11  Hong Kong (57.73)  Denmark (5.1)  Austria (0.5851) 
 12  Germany (57.05)  UK (5.0)  Slovenia (0.5339) 
 13  Iceland (57.02)  Belgium (4.9)  Estonia (0.4890) 
 14  Korea. Rep. (56.26)  Qatar (4.9)  Czech Republic 

(0.4471) 
 15  New Zealand (55.92)  Norway (4.9)  Cyprus (0.4448) 
 16  Canada (55.73)  Luxembourg (4.8)  Italy (0.4389) 
 17  Australia (55.22)  Korea. Rep. (4.8)  Portugal (0.4032) 
 18  Austria (54.07)  Austria (4.8)  Malta (0.3966) 
 19  Japan (53.97)  France (4.7)  Spain (0.3854) 
 20  Norway (53.80)  Ireland (4.7)  Hungary (0.3692) 

  Drawing on: Cornell University, INSEAD, and the World Intellectual Property 
Organization (2015) the  Global Innovation Index World 2015—Effective 
Innovation Policies for Development , Schwab, K. (ed.) ( 2015 );  The Global 
Competitiveness Report 2014–2015 , Geneva, World Economic Forum; and 
European Commission ( 2015 )  Innovation Union Scoreboard 2015 , Brussels, 
European Union 

  a The ranking from World Economic Forum’s Global Competitiveness Report is 
based on the 12th pillar: Innovation, which is part of Subindex C: Innovation 
and sophistication factors  
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INSEAD, IUS, and WEF.  Th is is further explained in detail in  Annex 
1 and 2, which compares the overall methodology and data  collection 
approaches used for scoping countries’ innovative  activities and competi-
tiveness parameters. 

 Among the innovation rankings, the reports by INSEAD and WEF 
stand out for their broad scope concerning country selection and applica-
tion of indicators. Th e WEF gives relatively high attention to soft data in 
the form of its Executive Opinion Survey, whereas INSEAD to a higher 
extent emphasizes hard data variables. Looking at competitiveness rank-
ings, the IMD draws on 342 criteria, gives equal weight for all variables, 
and mainly relies on quantitative data. In comparison, the WEF study 
uses 114 criteria, attaches specifi c and unequal weights to each indicator, 

   Table 2.2    Overview of competitiveness rankings   

 Rank 
 WEF’s Global Competitiveness 
Report 2014–2015 

 IMD’s World Competitiveness 
Yearbook 2015 

 1  Switzerland (5.70)  USA (100.000) 
 2  Singapore (5.65)  Hong Kong (96.037) 
 3  USA (5.54)  Singapore (94.950) 
 4  Finland (5.50)  Switzerland (91.916) 
 5  Germany (5.49)  Canada (90.410) 
 6  Japan (5.547)  Luxembourg (89.411) 
 7  Hong Kong (5.46)  Norway (87.915) 
 8  Netherlands (5.45)  Denmark (87.077) 
 9  UK (5.41)  Sweden (85.921) 
 10  Sweden (5.41)  Germany (85.637) 
 11  Norway (5.35)  Taiwan (85.405) 
 12  United Arab Emirates (5.33)  United Arab Emirates (84.750) 
 13  Denmark (5.29)  Qatar (84.626) 
 14  Taiwan (5.25)  Malaysia (84.113) 
 15  Canada (5.24)  Netherlands (83.615) 
 16  Qatar (5.24)  Ireland (82.969) 
 17  New Zealand (5.20)  New Zealand (81.808) 
 18  Belgium (5.18)  Australia (80.452) 
 19  Luxembourg (5.17)  UK (79.932) 
 20  Malaysia (5.16)  Finland (78.447) 

  Drawing on: Schwab, K. (ed.) ( 2015 )  the Global Competitiveness Report  
2014–2015, Geneva; and IMD ( 2015 )  World Competitiveness Yearbook  2015, 
Lausanne, Switzerland, IMD  
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and emphasizes survey data with a weighting of 70 %. Th is suggests that 
the WEF assessment has strengths in its forward-looking indicators and 
up-to-date perceptions. In contrast, the report by IMD, in particular, but 
also INSEAD, values static and objective indicators higher, thus reveal-
ing more objectively past tendencies and performances. Yet, the common 
thread for all cross-study assessments is that they may not be able to grasp 
the impact of newly introduced innovation policies, as it will take some 
time before they infl uence performance. 

 Despite the diff erences in the exact ranking positions, the studies by the 
WEF, IMD, INSEAD, and IUS found many similarities in their fi ndings on 
innovation and competitiveness. We can see that a number of EU member 
states, including Finland, Germany, the Netherlands, Sweden, Denmark, and 
Luxembourg, are consistently ranked among the most competitive countries. 
All the aforementioned countries make it into the top 20 ranking, according 
to both WEF and IMD’s evaluation of competitiveness performance. 

 When we assess factors enabling a strong competitive performance, there 
is a corresponding signifi cant tendency among the most competitive coun-
tries to perform either in the very top or well above average in innovation 
dimensions. Th e IMD, INSEAD, and IUS equally place countries such as 
Finland, Germany, the Netherlands, Sweden, Denmark, and Luxembourg 
among the most innovative countries. Overall, common for the countries 
with the fi nest innovation ranking achievements at the European or global 
level, they also tend to achieve a very high competitive position. 

 Th ese fi ndings are further supported by evidence on public and  private 
R&D expenditures: the aforementioned EU countries with top competi-
tiveness rankings all belong to the group of countries with the highest total 
expenditure on R&D as a percentage of GDP (European Commission 
 2015 ). Th e same observation holds if we consider the  perceptions of 
company spending on R&D, according to the survey fi ndings from 
WEF (Schwab  2015 ). Yet, and more important, although R&D funding 
has an enabling eff ect on innovation, it is only one part of many inno-
vation dimension that must be addressed to support  innovative activi-
ties. 1  R&D funding of innovation, whether public or private, requires 

1   See also Chap. 9 of this book, “Funding and Financing of Innovation—Fresh Th inking Required,” 
for a discussion on the importance of R&D spending. 
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innovation- supportive policy framework settings and complementary 
eff orts in order to ensure its transformation into markets. 

 Although, INSEAD’s 2015 study shows diff erences between the input 
and output indices in terms of comparative country performance, the 
data and rankings still underline that the eff orts countries undertake “to 
improve enabling environments are rewarded with increased innova-
tion outputs” (Cornell University et  al.  2015 ). Th is also accounts for 
faster employment growth creation, as the EU countries facing the larg-
est economic impacts of innovation also had higher employment rates 
(European Commission  2013a ). We can also observe a persistent—in 
some cases substantial—heterogeneity in innovation performance 
among the EU member states, following to some extent north versus 
south and east versus west dimensions (European Commission  2014 ). 
Th e member states, however, seem to converge on innovation perfor-
mance as  diff erences have become less signifi cant since 2013 (European 
Commission  2015 ). 

 Th ere is no single way to achieve top innovation performance, and each 
country has its own specifi cities, but the Innovation Union Scoreboard 
report found a wide range of commonalities among the most innovative 
countries. First, in order to achieve a high level of innovation performance, 
it requires the development of a balanced and holistic national innovation 
system, with high performance across many factors. As observed from 
the Innovation Union Scoreboard and the remaining cross-country stud-
ies, these include, but are not limited to, strengths in national research, 
public–private partnerships, collaboration among innovative small and 
medium-sized enterprises (SMEs), business R&D expenditures, PCT 
patent applications, and commercialization of technological knowledge 
facilitating knowledge transfer and rapid market use. 

 Another interesting perspective, if we also integrate dimensions 
of  governance into this analysis on innovation performance, is that 
a  correlation exists between, on the one hand, strong innovation and 
 competitiveness performances and, on the other hand, the quality of 
governance. Th e World Bank’s worldwide governance indicators measure 
governance performance according to: (1) voice and accountability; (2) 
political stability and absence of violence; (3) government eff ectiveness; 
(4) regulatory quality; (5) rule of law; and (6) control of corruption. 
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Th e six aggregate indicators are further based on 30 underlying data 
sources concerning perceptions of governance. If we consider the top 20 
performances on governance (World Bank  2015 ), we can observe that the 
same countries (e.g., Sweden, Finland, the Netherlands, and Germany) 
also had top rankings on innovation and competitiveness, thus pointing 
to a strong correlation between the quality and effi  ciency of public ser-
vices, rule of law, accountability, and countries benefi ting from innova-
tion and economic growth. 

 On the basis of the study rankings and criteria, and keeping the  general 
conclusions of the linkages between innovation and competitiveness in 
mind, the following sections will off er further discussion on the link 
between innovation and a range of parameters, such as macroeconomic 
performance and GDP, R&D investments, and employment creation. 
References will also be made, where relevant, to the eff ects of innovation 
on private sector value creation and public sector services.  

2     The Effects of Innovation 
on Macroeconomic Performance and GDP 

 Starting from a historical perspective, Europe has since the 1970s 
 experienced a transformation from extensive growth (relying on capi-
tal formation and the existing stock of technological knowledge, and 
subject to diminishing returns) toward intensive growth relying much 
more heavily upon innovation (Eichengreen  2007 ). Since the mid-1990s, 
many nations have increased their eff orts to integrate innovation-based 
economic growth by boosting jobs in key technological and manufactur-
ing sectors. According to Atkinson & Ezell, it has led to a race for “global 
innovation advantage” whereby countries compete by “innovation chas-
ing” in order to grow and attract high-value-added economic activities 
(Atkinson and Ezell  2012 ). 

 Th e OECD ( 2007 ) has further predicted that innovation will be “a 
crucial determinant of the global competitiveness of nations (p.  3).” 
Some countries have been able to take advantage of the opportunities 
off ered by globalization and new technologies through effi  cient pri-
vate sector and governance methods and are predicted to increase their 
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 competitiveness and growth rates. In general, the application of suc-
cessful innovation  policies and innovative activities, in markets as well 
as public sectors, enable countries to better utilize resources: by turn-
ing innovative ideas into new products, services, processes, and business 
models, better conditions are created for sustainable growth and com-
petitiveness, quality jobs, and addressing European societal challenges 
(European Commission  2010a ). 

 Th e benefi ts of innovation within one country are expected to lead 
to the diff usion of new technology, which contributes to increased 
 knowledge and productivity and thereby also enables growth in GDP per 
capita growth. 2  According to Ahlstrom ( 2010 ), the importance of inno-
vation for society concerns that even small upward shifts in the growth 
rate lead to important diff erences over time (Ahlstrom  2010 ). Yet, even 
very small reductions in growth diminish the potential benefi ts to the 
society (Barro and Sala-i-Martin  2004 ). 

 To develop strong, innovative capacity supportive of businesses and 
macroeconomic performance is a complex and challenging task that 
requires addressing many factors from a policy management perspec-
tive, while also taking into account the continuously evolving context of 
innovation and industrial and digital developments. In practical terms, 
innovation processes are widely recognized as characterized by multiple 
feedbacks and loops that infl uence and shape potential outcomes and 
their transformation into markets (Godin  2006 ). In addition to the role 
of research, development, and the application of scientifi c or technol-
ogy advances, innovation processes are also shaped by such factors as 
 market needs, marketing, networking, partnerships and, increasingly, 
users (Chesbrough  2003 ; European Commission  2015 ). Being competi-
tive today, from a company point of view, therefore often requires simul-
taneous  innovation along many dimensions, such as business models, 
partnerships, customer integration models, costumer experiences, and 
diff erentiated and  personalized products and services. 

2   See, for example, W.  J. Baumol and R. Strom, “Entrepreneurship and Economic Growth,” in 
 Strategic Entrepreneurship Journal , 1 (3–4),  2007 , pp. 233–237; C. M. Christensen and M. Raynor, 
 Th e Innovator ’ s Solution , Boston: Harvard Business School Publishing,  2003 . 
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 Innovation can also be considered as an instrument of 
 entrepreneurship that in turn facilitates competitiveness and growth. 
According to Romer, innovation is vital for the “entrepreneurial 
economy” since it leads to wealth creation (Romer  1986 ). Although 
entrepreneurs have a vital role in driving innovation, the constella-
tion and coherence of European and national policies is imperative 
for supporting innovation performance. Given the complexity of fac-
tors and relationships necessary for a successful innovation strategy, 
the advancement of innovation requires effi  cient innovation strategies, 
framework conditions, modes of funding, reducing regulatory com-
plexity and rigidity, facilitating industrial cooperation and public–pri-
vate cooperation, and moving into next-generation industries. In order 
to meet global competition challenges and to achieve macroeconomic 
gains, countries must therefore excel in innovation and research by fos-
tering the development of fi rms and institutions that are global leaders 
in their fi elds (Veugelers  2010 ). Th e central claim is that innovation 
has become one of the most important factors for countries’ abilities to 
thrive in the global economy (Atkinson and Ezell  2012 ).  

3     R&D Investments and Innovation 
Performance 

 Science and research are closely linked to innovation activities, not only 
by providing inspiration for business, but also by off ering forecasts and 
guidance for policy making on the promotion of innovation and growth. 
Since the mid-1990s, investments in knowledge have increased more rap-
idly than investments in equipment and machinery across most OECD 
countries, and have exceeded the investments in equipment and machin-
ery in such countries as Finland and the USA. As also outlined in the 
previous analysis, the best performing countries in R&D investments are 
also among the countries with the best competitiveness rankings. 

 From a business perspective, the advantages of investing in R&D 
is  coupled to improvements in market shares and margins. Yet, the 
 computation of the exact investment return of any particular  company 
investment in innovation, whether through R&D or non-R&D 
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 investments, is a hard task, even within a single company. Th is further 
 complicates the process of allocating resources for innovation activi-
ties. However, if we turn the question around, the alternative is to con-
sider the potential opportunity costs of not investing in innovation and 
thereby the ability to launch innovation in markets. Put diff erently, the 
cost of not supporting or developing innovation (in its diff erent forms) 
is linked to the market opportunities that the company fails to address. 
Th e avoidance of innovation therefore hinders a company’s ability to 
enter into new markets, attract new  customers, and benefi t from new 
revenue streams and market shares. 

 Th e economic crisis has however led to a decline in R&D expendi-
tures in many EU countries, although with signifi cant variation between 
 countries, sectors, and actors (European Commission  2013a ). Th ere is 
also a signifi cant gap between the EU and innovation leaders such as 
the USA on private R&D investments. Th e gap can, to some extent, 
be explained by the focus on medium-tech sectors in Europe, in con-
trast to new high-tech and high-growth sectors, which are more domi-
nant in the USA. Th e EU has recognized that the low R&D  spending, 
from public as well as private sources, may restrict Europe’s innova-
tion performance and endanger future competitiveness, and that R&D 
 investments are an important element in enabling growth in Europe 
(European Commission  2013a ). 

 As previously alluded to, R&D expenditure is however only one 
of many interlinked sources that pushes forward innovation. R&D 
 investments also require conversion into market value and wide-
ranging complimentary reforms of the settings relevant to a country’s 
 innovation model. 

3.1     Country Examples on R&D Practices 

 Focusing specifi cally on the relation between R&D and economic 
 performance, our cross-study fi ndings revealed that Finland, as an exam-
ple, has consistently ranked at the forefront of innovation  investment 
and innovative performance. Finland had the highest R&D intensity 
among EU countries (3.32 % of GDP) in 2013 (Eurostat  2013 ). Central 
to its innovation system is a collection of business accelerators funded 
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by the  government and private enterprises and strong public–private 
 partnerships facilitating knowledge transfer and rapid market use. 

 Tekes, the innovation agency in Finland, and the venture capital fund 
Finnvera, aim to fi nd and support early stage companies. Th ey have funded 
over 60 % of well-known Finnish innovations between 1985 and 2007. In 
80 % of cases, the funding was found to have a signifi cant impact on com-
panies’ performances (Hyytinen et al.  2012 ). Of the 49 million Euros they 
contributed in 2011 to innovative companies seeking rapid growth, one-
third was directed to fi rms in the Vigo acceleration program, from which 
around 130 companies are currently receiving funding. Th e cumulative turn-
over of these companies increased from 10 to 250 million Euros in 4 years. 
In terms of the growth company ecosystem in Finland, several attributes 
defi ne these fi rms such as being younger (less than 10 years), smaller (less 
than 20 employees), ICT and knowledge intensive, and being targeted by 
 venture capitalists. When assessing the eff orts to improve innovation policies 
on research and technological performance, we can observe that Finland is 
among the top performers in producing scientifi c  articles and triadic patents 
per capita. Th e entrepreneur-friendly Finnish environment has supported 
a signifi cant number of start-ups and new clusters. Th is is also refl ected in 
companies’ performances in new-to-market product innovations. In addi-
tion, since the 1990s, Finland has systemically outperformed the OECD 
and EU15 average performance in labor productivity growth (Tekes  2012 ). 

 Germany’s experience echoes that of Finland. Fornahl, Broekel and 
Boschma’s study found evidence that German biotech fi rms’ perfor-
mances, including their patent activity, were enhanced through public 
modes of funding such as R&D subsidies to joint R&D projects with 
two or more partners, network partners, and close cognitive distance of 
collaborative partners within a cluster (Broekel et al.  2011 ). Although a 
country’s specifi c policy and framework conditions make it diffi  cult to 
transfer experiences that worked under certain conditions, these lessons 
can be applied in other contexts. 

 Th e Small Business Innovation Research (SBIR) program in the USA, 3  
often used as a reference model, and equally an inspiration source for the 
new EU SME Instrument, seeks to help develop the capacity of domes-
tic small businesses to conduct research and development. In particular, 

3   For more details, see  https://www.sbir.gov/ . 

https://www.sbir.gov/
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it addresses the shortage of high-risk, early stage research funding, while 
also integrating commercial potential criteria. Funding is provided in the 
form of grants or contracts; 11 federal agencies in the US participate, and 
they are tasked to allocate 2.8 % of their R&D budgets to the program. 
Funding is provided in three phases: exploration of feasibility and tech-
nical merit (phase 1); R&D eff orts to support development and expan-
sion of phase 1 results (phase 2); and commercialization of R&D eff orts 
(phase 3). According to an evaluation by Wessner, the SBIR program plays 
a catalytic role during the early stage of a technology development cycle 
(Wessner  2008 ). With a shortage of private sector sources available, it helps 
young fi rms determine the potential market of a given product or service 
and potentially enable them to grow rapidly through venture capital fi nanc-
ing. Some lessons learned from the SBIR program include that just 2–3 % 
of funded SMEs become a big hit (Wessner  2015 ). Th is further calls for a 
broad and  holistic innovation framework, but also long-term policy action 
and clear objectives, to help bring R&D results into markets.   

4     Innovation, Entrepreneurship, 
and the Employment Effects 

 As innovation and entrepreneurship in advanced economies through 
decades and centuries has been followed by employment growth, it points 
to a positive long-run economic impact of innovation on employment. 
In this context, several studies, including Audretsch et al. ( 2001 ); Baumol 
( 2004 ); Carree and Th urik ( 2003 ); and Schumpeter ( 1912 ), have out-
lined the spillover benefi ts of entrepreneurial activities. Th is provides a 
strong case for reorienting public  policies and funding toward supporting 
these activities in the economy. After all, it is not just the entrepreneur 
but the entire society that possibly may gain from these activities. 

 In this context, a study by the European Commission ( 2012a ) found 
that 85 % of the net new jobs in Europe between 2002 and 2010 were 
created by SMEs. In another study, the European Commission ( 2013b ) 
has also underlined that employment growth heavily depends on high-
growth innovative fi rms, as the quantity of jobs they create, directly or 
indirectly, is disproportionately large. 
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 Framework conditions, the level of regulatory complexity and rigidity, 
and the access to public and private modes of fi nance are all important 
factors for  businesses creating new jobs. Th ey allow businesses to set up 
targets for innovation, to scale up and to reduce time and resources spent 
on dealing with the anticompetitive side eff ects of regulations or policies 
and chasing after scarce sources of fi nance; instead, it enables businesses 
to focus on research, development, production, delivery, and marketing, 
among  others, of goods and services. 

 Th e long-term view is also critical for realizing the benefi ts of innovation. 
Many studies fail to fi nd a signifi cantly positive relationship between entre-
preneurship and growth—but the studies that covered 10 and more years 
provide clear evidence on the relationship, while also highlighting the long-
term perspective of the economic eff ects of  innovation (Nystrom  2008 ). 

 However, an important perspective needs to be put forward in this  context. 
In order to secure a positive spillover eff ect on European employment lev-
els, it requires that the innovative entrepreneurial-driven businesses are able 
to fi ll new job openings with workers from European countries. A profi t-
seeking company is incentivized to search for the best possible employees, 
according to the required skill-sets, even if this implies an off shoring of its 
production facilities. As a consequence, there are high demands for upgrad-
ing skills—for example, according to the new needs and opportunities in 
digital and advanced manufacturing sectors. Put diff erently, the EU mem-
ber states need to enhance the demanded set of skills and also popularize 
technological topics. Yet, it also requires fi nding a balance, since talent fl ows 
and brain gains lead to accumulation of human capital, equally supportive 
of growth and innovation in the European business landscape. 

 Th e automation in industry and digitalization in markets and 
 society, which are enabled through the availability of big data, mass 
 customization and the Internet of Th ings, are highly benefi cial in terms 
of productivity and new business opportunities. Yet, their eff ects on the 
European labor markets do require targeted policy responses, in order to 
mitigate circumstances where capital replaces labor. According to Frey 
and Osborne, 47 % of the occupational categories are at risk of being 
automated, including technical writing, legal work, accountancy, and a 
range of white collar occupations (Frey and Osborne  2013 ). Th e share of 
employment is also increasingly moving away from manufacturing and 
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toward services in the advanced economies. Also digital literacy, which 
is becoming more of an essential life skill, is becoming a key challenge, 
with many disadvantaged groups partly disconnected from digital trends, 
including in particular those persons over the age of 55. Th erefore, strate-
gies and eff orts are needed to develop advanced skills in manufacturing 
and IT-related fi elds through educational attainment and by removing 
obstacles to the demand of advanced manufacturing technologies, while 
also making the service sector more competitive and capable of absorb-
ing dislocated workers. In many “modern services,” ICT, for example, 
 creates new growth and high-productivity sectors (Dadush  2015 ), includ-
ing in fi nance, telecommunications, business process outsourcing, and 
software, and is thus an important future source of new jobs. Ghani et al. 
( 2011 ) noted that the range of modem services capable of being digitized 
and traded at the global level is continuously expanding. 

4.1     Country Examples on the Employment Effects 
of Innovation Investment 

 In the following section, some country examples on the employ-
ment eff ects stemming from innovation investments will be addressed. 
Although the role of large fi rms and corporate “locomotives” in job 
creation is essential, jobs are increasingly generated by new, surviving 
growth fi rms. According to Nordic Innovation ( 2012 ), gazelles ( young 
fi rms with a minimum of 20 % annual growth) have had a considerable 
impact on job creation relative to their absolute numbers. 

 Between 2006 and 2009, 214 Norwegian and 92 Finnish gazelle 
fi rms increased employment by 10,594 and 8,447, respectively (without 
 considering the indirect employment eff ects). Between 2006 and 2009, 
691 growth companies were found in Finland. On average they grew by 
74 people during the period, and in total generated more than 51,000 
new jobs, accounting for almost half of the new jobs created in Finland 
during this period. Here it should be kept in mind that the innovation 
programs also take time to realize. 

 German industry has a strong international competitive position 
 concerning high-quality, high-performance, innovative products. Th e 



42 M. Rasmussen

backbone of German manufacturing is small to mid-sized fi rms. Th ese 
companies are in many cases committed to keeping factories at home: 
though they aim for the highest profi t possible, they are not under the 
same pressure from shareholders to show consistently growing profi ts 
each quarter (Schuman  2011 ). Th is allows them to take a long-term view 
and fi nd ways of staying profi table while still manufacturing in Germany. 

 Many of those countries (Germany, Finland, and Sweden) who 
strengthened their innovation strategies and R&D investments prior to 
the economic crisis also experienced subsequent recovery and employ-
ment growth (European Commission  2013a ; OECD  2007 ). Th e coun-
tries with relatively high economic prosperity, but lagging behind in 
 building a knowledge-based productive economy, are those that have 
suff ered the most in terms of employment. In other words, prosperity in 
Europe seems unlikely to be sustained over time without high levels of 
innovation (World Economic Forum  2012 ). 

 A number of barriers exist for innovative approaches to job creations: 
lacking framework conditions, regulatory complexity and rigidity, fund-
ing possibilities, and the skill quality of workers (World Bank  2012 ). 
Also, employment is likely to increase in more productive fi rms, whereas 
employment in less productive fi rms tends to decrease. It therefore seems 
that innovation and employment creation are strongly coupled in the 
long run, although innovation may imply shifts in employment across 
sectors. Th is in turn requires a well-designed labor market and policies 
aimed at helping displacing movers fi nd new jobs.   

5     Overall Findings 

 Th rough interlinked steps, this chapter has identifi ed country systems 
performing well in innovation—with wide-ranging and holistic policy 
management frameworks to support it—and proves the importance of 
innovation for competitiveness. Th e chapter further discussed the link 
between innovation and a range or parameters, such as macroeconomic 
performance and GDP, and R&D performance and employment creation. 

 Th e main fi nding of this chapter is that a more encompassing 
approach to innovation policy management is required, which should 
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be rooted in a holistic and ecosystem-oriented approach, to achieve 
growth and employment in Europe. Th e cross-study comparison 
found a strong correlation between innovation and competitiveness; 
the most innovative countries were also among the most competitive. 
Evidence also suggests that eff orts that countries undertake (input) 
are  rewarded in terms of improved innovation outputs and market 
activities that create value. 

 Th ere is no single way to achieve top innovation performance, 
but commonalities were found among the most innovative countries: 
 effi  cient governance toolsets, well-designed framework conditions, 
innovation strategies, and funding modes, as well as strengths in 
national research, public–private partnerships, and commercializa-
tion of technological knowledge. Evidence from the best innovation 
systems indicates that R&D expenditure and well-targeted business 
accelerators had a signifi cant impact on research output and qual-
ity as well as on companies’ growth, job hiring, and new-to-market 
 product  innovations. While the top-performing countries in innova-
tion and competitiveness had some of the highest R&D expenditures, 
a simple increase in R&D spending may not necessarily lead to growth 
and quality job creation. Th ere is a strong need to supplement R&D 
 spending with an encompassing innovation policy and fi nancing tool-
box, including eff orts to transform public and private R&D expendi-
tures into a market context. Put diff erently, countries should constantly 
innovate along several dimensions to diff erentiate in a crowded, highly 
competitive fi eld. An ineff ective innovation model proves to be due 
to lack of priorities, criteria, and benchmarks for selecting projects, as 
well as low excitement around newness and change and unintended 
side-eff ects resulting from policies and regulatory complexity. 

 Innovation enables companies to transform themselves into a com-
pletely diff erent type of business, and by bringing innovation to the 
market, fi rms facilitate economic growth. Th e spillover eff ects—direct 
and indirect employment—of this process extend throughout the entire 
economy. Th e economic impacts provide a strong rationale for a system 
redesign that reorients policies, funding modes, and regulations and their 
application toward fostering the growth of innovative fi rms and giving 
European innovation a new momentum.       
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6     Annex 1: Overview of Key Innovation 
Criteria 

 INSEAD’s Global 
Innovation Index 
World 2015 

 WEF’s Global 
Competitiveness 
Report 2014–2015 

 Innovation Union 
Scoreboard 2015 

 Scope  The Global 
Innovation 
index 2015 (GII) 
analyses 
innovation 
performance 
among 141 
economies. 

 The WEF’s Global 
Competitiveness 
Index (GCI) focuses 
on 144 countries’ 
competitiveness 
performance, but 
is in this section 
only related to its 
innovation 
assessment. 

 The Innovation 
Union Scoreboard 
(IUS) provides a 
comparative 
assessment of the 
relative strengths 
of the EU Member 
States’ national 
innovation 
systems. 

 Criteria  The GII is 
structured 
around two 
sub-indices. The 
 Innovation Input 
Sub Index  draws 
on the following 
pillars: (1) 
institutions; (2) 
human capital 
and research; 
(3) 
infrastructure; 
(4) market 
sophistication; 
and (5) business 
sophistication. 
The  Innovation 
Output Sub-
Index  consists of: 
(6) knowledge 
and technology 
outputs; and (7) 
creative outputs. 

 The innovation 
pillar, which 
belongs to the 
 Innovation and 
sophistication 
index , captures: (1) 
capacity for 
innovation; (2) 
quality of scientifi c 
research 
institutions; (3) 
company spending 
on R (4) university-
industry 
collaboration in R 
(5) government 
procurement; (6) 
availability of 
scientist and 
engineers; (7) PCT 
patent 
applications; and 
(8) intellectual 
property 
protection. 

 The IUS assessment 
distinguishes 
between three 
main types of 
indicators: (1) 
 Enablers  focusing 
on human 
resources, 
research systems, 
and fi nance and 
support; (2)  Firm 
Activities  
capturing fi rm 
investments, 
linkages and 
entrepreneurship, 
and intellectual 
assets; and (3) 
 Outputs  drawing 
on respectively 
innovators and 
economic effects. 

(continued)
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 INSEAD’s Global 
Innovation Index 
World 2015 

 WEF’s Global 
Competitiveness 
Report 2014–2015 

 Innovation Union 
Scoreboard 2015 

 Weight  The overall GII 
score is the 
average of the 
Input and 
Output Sub- 
Indices, which 
both has the 
same weight in 
the calculation of 
the overall GII 
scores (although 
the Output 
Sub-Index only 
consist of two 
pillars). 

 The computation of 
the score is based 
on aggregations of 
scores from the 
indicator level, 
mainly qualitative 
data. The survey 
asked for 
responses on a 
scale from 1 and 
up to 7 which is 
the best possible 
outcome. 

 The performance is 
measured using 
an indicator 
obtained by an 
aggregation of 
the 25 IUS 
indicators ranking 
from lowest 
possible 
performance of 0 
toward the 
maximum of 1. 

 Data 
Collection 

 A total of 79 
indicators are 
used: 59 hard 
data variables, 5 
survey questions 
and 16 composite 
indicators from 
international 
sources. Data 
stems mainly 
from 2012 to 
2014. 

 The calculation of 
the innovation 
performance 
draws almost 
entirely on soft 
data from the 
WEF’s annual 
Executive Opinion 
Survey (2014 data). 

 The IUS uses 
statistics from 
Eurostat and 
international 
sources. Indicators 
rely mainly on 
data from 2013 
and 2012, while 
limited indicators 
are based on 2010 
and 2009 data. 
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7          Annex 2: Overview of Key Competitiveness 
Criteria 

 WEF’s  Global Competitiveness 
Report  2014–2015 

 IMD’s  World Competitiveness 
Yearbook  2015 

 Scope  The WEF applies the Global 
Competitiveness Index (GCI) 
measuring the microeconomic 
and macroeconomic 
foundations of national 
competitiveness in 144 
countries. 

 The  WCY  assesses and ranks 
61 countries’ ability to 
create and maintain an 
environment which 
stimulates fi rms’ 
competitiveness. 

 Criteria  The GCI assesses 12 pillars 
grouped into 3 sub-indexes: 
(1) the Basic requirements 
sub-index covering 
institutions, infrastructure, 
macroeconomic environment, 
and health and primary 
education; (2) the Effi ciency 
enhancers sub-index focusing 
on higher education and 
training, goods market 
effi ciency, labor market 
effi ciency, fi nancial market 
development, technological 
readiness and market size; 
and (3) Innovation and 
sophistication factors 
sub-index addressing business 
sophistication and innovation. 

 The  WCY  analyses 342 
ranked criteria linked to 4 
factors: (1) an 
macroeconomic evaluation 
of the domestic economy; 
(2) the extent to which 
government policies are 
conducive to 
competitiveness; (3) the 
extent to which enterprises 
are encouraged by the 
national environment to 
act in an innovative, 
profi table and responsible 
manner; and (4) the extent 
to which fi rms’ need of 
technological, scientifi c 
and human resources are 
meet. 

 Weight  The GCI score presents a 
weighted average of the 
various factors and the 
computation is based on 
aggregations of scores from 
the most disaggregated level 
to the overall GCI score. The 
GCI takes stages of 
development into account, by 
giving a higher weight to the 
sub-indicies deemed more 
relevant for a given economy 
based on which stage it is 
located in. 

 Each of the four 
competitiveness factors are 
further divided into fi ve 
sub-factors which, 
independently on the 
number of criteria they 
contain, are given the same 
weight in the overall 
consolidation of results. 
The overall ranking of the 
 WCY  thus stems from 
aggregating the results of 
the 20 sub-factors. 
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 WEF’s  Global Competitiveness 
Report  2014–2015 

 IMD’s  World Competitiveness 
Yearbook  2015 

 Data 
collection 

 The WEF cooperates with over 
160 partner institutes 
worldwide and relies on 
quantitative data from 
internationally recognized 
agencies and national 
authorities (mainly data from 
2013 to 2014). When a more 
qualitative assessment is 
required or quantitative 
indicators are deemed 
insuffi cient, it draws upon 
data from the WEF’s annual 
Executive Opinion Survey 
(EOS): the 2014 version of the 
EOS consists of more than 
14,000 surveys with 
executives, which represents 
an average of 100 
respondents per country. 

 IMD cooperates with 55 
partner institutes and 
draws on hard data from 
international organizations 
when measuring 
competitiveness (e.g., 
GDP). Soft data from IMD’s 
Executive Opinion Survey 
of 6234 respondents in 
2015 integrates business 
executives’ perceptions of 
competitiveness. Hard data 
represents a weight of 
approx. 2/3 in the overall 
ranking; the survey data is 
given a weight of 1/3. 

8          Annex 3: Measurement of Innovation 

 Innovation 
surveys 

 Several methods and approaches have been developed to 
measure innovative activities. It can be measured through 
innovation surveys whereby innovating fi rms are asked about 
their activities. However, this kind of qualitative measurement 
fi nds it hard to distinguish between genuine innovative 
activity and the introduction of best practice, which already 
is in place in other fi rms (i.e., is it new to the world or new to 
the fi rm or market). 

 Input 
indicators 

 Another way of determining innovation is through input 
indicators such as the recorded level of R&D expenditures. Yet, 
although this indicator indicates broad differences among 
market actors in terms of the rate of innovation, it is less 
capable of assessing the exact timing or level of innovation. 

(continued)
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 Output 
indicators 

 Output indicators such as IPRS, including trademarks, designs 
and, in particular, patents, have also been analyzed to 
measure innovative activities. The advantage of using 
patents as an indicator is fi rstly that they in many cases can 
be a forerunner to innovative activity and secondly that 
much data are available on patents. Patents might however 
only indicate inventions, which not turn into innovation or 
become commercialized in markets. 

 Innovation 
indexes 

 Lastly, innovation indexes, such as the European Innovation 
Scoreboard addressing the country level, have been applied to 
take into account the different measures of innovation. It can 
be based on a weighted sum drawing on the specifi c value 
which each input, output or survey measure has been given. 
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1          Introduction 

 For the past 50  years or so, innovation (technical progress and the 
modernization of economies and societies) has been a ground-laying 
principle in the Western world, not least in Europe. More recently 
though, and with the arrival of the computer, the internet, smart-
phones, Silicon Valley entrepreneurs, and the digitalization of the 
world, a real hype about innovation has emerged. 

 With the rise of new technologies and new avenues toward the future, 
a new world of possibilities and a radical shift of our knowledge frontiers 
have become a reality. Politics and institutions are making every eff ort to 
stimulate and condition innovation everywhere in our societies, econo-
mies, and polities. Th erefore, not surprisingly, the innovation imperative 
(Marklund et al.  2009 ) has risen to overarching prominence. 
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 Innovation has become the “magic formula” in today’s intellectual 
debates about global competition, job creation, and growth, meant to 
help solve fundamental problems such as the fi nancial crises, demo-
graphic developments, deadly diseases, catastrophes, or air pollution, just 
to name a few. 

 In its broadest sense innovation is more than just research or generat-
ing new ideas that may or may not lead to a new or improved product or 
technology. It also covers new modes of production, delivery of services, 
the development of new markets, fi nding new sources of supply, new 
materials or new design, or new business models and modes of organiza-
tion in industry and in public administration. 

 However, it is an error to assume that innovations are everywhere and 
always welcome. Th ere is  no  such thing as a social consensus or a social 
compact about the unconditional promotion of innovation. Rather, 
the history of innovation is an unending story of resistance and opposi-
tion (Hauschildt and Salomo  2007 , p.  178). Th e problem of barriers 
to innovation is not a new one, even though its forms, forces, and ele-
ments have varied over time. Already in 1912, Schumpeter referred to “a 
steady antagonism vis-à-vis change” in the process of creative destruction 
(Schumpeter  1912 , p. 108). 

 Th is is because innovations are often accompanied and characterized 
by high levels of risk, uncertainty, complexity, opaqueness, and funda-
mental change. Innovation is neither a good nor a bad thing  per se ; rather, 
its assessment depends on its eff ects and impacts on the social and eco-
nomic welfare of a society—the ways in which we work, live, and exist. 

 Th erefore, innovations oftentimes fi nd both consent and support with 
some but may trigger massive reticence, resistance, and opposition with 
others. Nonetheless, lip service in favor of abstract “innovation” and the 
call for unfolding innovation potential is  en vogue  today. Everybody who 
is in the public limelight, be it politicians, entrepreneurs, business lead-
ers, scholars, or association offi  cials, is enthusiastic to demonstrate that 
they are on the bright side of modernizing our economies and societies. 

 As there will be winners and losers from any process of innovation, and 
since turbulences and adaptive requirements accompany every innova-
tion, this “love of innovation” is lukewarm at best. As a matter of fact, 
what we can observe today are “go-getters” and “procrastinators,” drivers 
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and constraints in the “war theater” of innovation (Govindarajan and 
Trimble  2010 ). 

 Innovation policies today are either of an  Icarus  type 1  (too high-fl ying, 
falling down hard), or of the  Sisyphus  kind 2  (rolling something uphill 
again and again but unable to hold it). Th e former mirrors the aggran-
dizement of and the hype about innovation as well as a lack of scru-
tiny, whilst the latter refl ects a new sobriety—the continuous hard work 
involved and required from us all if we wish to prompt, develop, and 
make best use of innovations.  

2     Trailblazing the Future: The Long and Stony 
Road to Innovation 

 In the Europe of 2015 the received view maintains that the prospects 
for prosperity—economic, social, and environmental—over the next 25 
years will strongly depend upon actively encouraging deep changes and 
tectonic shifts far greater than those experienced in the twentieth century. 
Realizing the full potential of tomorrow’s innovations and their contri-
bution to human well-being is considered a function of the capacity to 
embrace dynamic change and the stimulation of innovations across all 
aspects of human life. 

 If we wish to build our future on  innovation as a principle , we will have 
to pave the way. At times it may be a high road, sometimes a thorny trail. 
Everything depends on the right, stimulating environment—an inspiring 
innovation ecosystem 3  will have to be created and unveiled. 

1   According to Greek mythology, Icarus dared to fl y too close to the sun on wings of feathers and 
wax. In spite of warnings that the Sun would cause the wax to melt, he became ecstatic with the 
ability to fl y and ignored the warning. Th e feathers came loose and Icarus plunged to his death in 
the sea. 
2   For various crimes against the gods, Sisyphus, the king of Corinth, was condemned to an eternity 
of hard labor. His assignment was to roll a great boulder to the top of a hill. Every time Sisyphus, 
by the greatest of exertion and toil, attained the summit, the boulder rolled back down and the 
labor and troubles started all over again. 
3   In this volume see the chapter entitled “Rethinking and Revolutionizing European Innovation by 
Means of Innovation Ecosystems.” 
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 Th e standard innovation policy model based on the assumption 
that research institutes, entrepreneurial activities, and high-tech fi rms 
should be stimulated and encouraged in linear manner from invention 
to  innovation, and diff usion is overly simplistic. Any negative impacts 
should be solved through ex-post-regulation and other compensatory 
measures. We have argued above (see chapter on innovation ecosystems) 
that this model is counterproductive and that a new approach is the tall 
order of the day. 

 Th e concept of an innovation ecosystem lays emphasis on the interac-
tion and information fl owing among a multitude of people, enterprises, 
and institutions. Innovation is the result of the interaction among an 
ecology of actors, rules, and institutions. It is the “right” interaction that 
is needed in order to turn an idea into a solution or a process, product, 
or service on the market. 

 So, what is badly needed is collaboration between research, business, 
governments, and also EU institutions, instead of silo thinking by each 
of them and mutual distrust. We must also dare to question regulatory 
capture by a select number of players. Instead of fragmenting responsi-
bilities, governments should ensure convergence and cooperation. 

 Th e digital revolution has laid the groundwork for today’s Great 
Transformation 4 : It has changed the way we work and live almost beyond 
recognition. As Carly Fiorina ( 2007 , p. 177) has stated so aptly:

  Th e future is digital, virtual, mobile and personal—a future in which 
everything physical and analog can be represented in digital form; where 
anything can move anywhere because it exists in cyberspace and can be 
networked; where virtual reality can be someday as compelling as physical 
reality; and where individuals can control myriad actions, events and infor-
mation and knowledge on their own behalf. 

 Digital technology off ers new access to production, logistics, con-
sumption, health care, and education, etc., while blurring boundaries 
between industries. Th e power of the individual will grow, new political 

4   Th e original “Great Transformation” is the seminal work of Karl Polanyi, which was fi rst published 
in  1944 . It deals with the social and political upheavals that took place in England during the rise 
of the market economy. 
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decision modes will emerge ( internet democracy ), and new competitors 
will show up, disrupting industries and creating new business models. 
Twenty years from now we may look back on the present as a time when 
rapid and continuous innovation changed almost everything about the 
way we live and how we produce, consume, communicate, interact, and 
participate in our polities. 

 No doubt it will be indispensable to develop a vision of technological 
possibilities, involving computing, genetics, brain technology, new mate-
rials, renewable energy, transportation, environmental tools, and others. 

 Ralph-Christian Ohr contrasts continuous and incremental innova-
tions as evolution, with radical and discontinuous leaps to completely 
novel off erings, opening up new business and growth trajectories which 
can be described as revolution. 5  

 Evolution accounts for the majority of innovation activities in most 
fi rms and organizations. However, it  only  optimizes and improves exist-
ing trends and products along their trajectories. Revolutionary innova-
tion, in turn, explores new-to-the-world opportunities and creates new 
business potential. Revolutionary innovators ask questions based on the 
limitations of existing solutions and off er new solutions to existing prob-
lems of which no one else has thought. 6  

 In order to remain competitive or win a new competitive edge, we do 
need both revolutions and evolutions. Th is in turn will help to operate 
sustainable, effi  cient, and socially benefi cial innovations. Some innova-
tions are at risk of failing because they might be driven in the wrong 
direction, not aligned with the properties of the innovation ecosystem in 
which they operate. Consequently, the existing businesses may die, the 
novel idea dies, or both die. 

 Beyond dispute, there are a myriad of risks associated with advances in 
new technologies and innovative avenues toward the future. If trailblaz-
ing and pioneering for our future is the tall order of the day, we do need 
to tackle and control the following:

5   See  http://timkastelle.org/blog/2012/08/evolutionary-and-revolutionary-innovation/ . 
6   Former senator and attorney general of the USA, Robert F. Kennedy so nicely paraphrased George 
Bernard Shaw’s quote: “Some people see things as they are and say why? I dream things that never 
were and say why not?” 

http://timkastelle.org/blog/2012/08/evolutionary-and-revolutionary-innovation/
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•    Tomorrow’s technologies may contain destructive potential that will 
be both powerful and diffi  cult to control. Th ey could pose threats to 
the natural and human environment.  

•   Th rough new breakthrough innovations the world becomes more 
diversifi ed, complex, and technology-dependent, and a diminishing 
control over our physical or social systems may result.  

•   Problems related to ethics, values, and mindsets loom. Innovative 
technologies such as human cloning or artifi cial intelligence will pose 
major challenges to ethical and cultural standards, and will strain peo-
ple’s tolerance of the novel and unknown.  

•   Closely related is the risk of over- or under-regulation of new 
developments. Either can thwart the desirable or fail to constrain the 
un-desirable.  

•   Th e enthusiast who is so optimistic about an innovation that he 
neglects the social, economic, and political constraints and overlooks 
the secondary side eff ects of innovations may jeopardize innovations.  

•   In a similar vein, a very recent study by VCI ( 2015 ) concludes that 
business and politics are equally required to improve the framework 
conditions for making “innovation tick.”  

•   Th is involves primarily the fostering of a “culture of innovation” and 
of society’s open-mindedness, vis-à-vis innovation and change.  

•   However, the biggest risk that we face is the failure to embrace the 
huge potential that new technologies and innovations hold for improv-
ing the condition of humankind and the state of nations (Coates 
 1998 ).    

 However, we cannot neglect that there could be an important clash 
between the radical possibilities opened up by innovations and techno-
logical change and vested traditions, habits, and relationships. Adopting 
new attitudes, accepting alternative approaches to risk management, and 
equipping people for new decision-making structures is of paramount 
importance for meeting the challenge of nurturing an innovation-driven 
economy and society and preparing them for the future. 

 In short, it is imperative to strengthen a culture of innovation in enter-
prises, universities, and the society at large. Moreover, we need to raise 
curiosity and risk propensity. Disruptive and incremental innovation 
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need to be equally promoted. We need to unhinge ideologies for the 
sake of reality, and confi dence and trust in science need reinforcement. 
Benefi ts and risks must be communicated freely and honestly. Th is all 
makes up the essence of trailblazing the future through innovations in the 
face of major obstacles and sometimes fi erce opposition.  

3     Skepticism, Opposition, and Barriers 
to Innovation 

3.1     Factors Inhibiting Innovation 

 In spite of lip service to the contrary, skepticism, vis-à-vis technological 
modernization, and often outright refusal to accept new knowledge and 
complex innovations prevail. At all levels of innovation policy and man-
agement opposition can be found. Th ere is no generic “welcome culture” 
for innovation in Europe. 

 In order to promote our ability to innovate we need to identify, ana-
lyze, and anticipate barriers and opposition to innovation. Th e follow-
ing key factors for either stimulating or inhibiting innovation have been 
identifi ed in the literature (see list below). Th ese factors have a cumula-
tive infl uence on any innovation. 

 Barriers and obstacles to innovation include

•    Personal attitudes toward change  
•   Organizational openness and innovation culture  
•   Regulations and bureaucracy (licensing, approving authorities)  
•   Asset availability (skills, knowledge, manpower, fi nance)  
•   Risk propensity or aversion  
•   Lack of social acceptance (for health, environment, social, etc., impact)  
•   Th e number and strength of veto players  
•   Sound and fully fl edged innovation ecosystem. 

 As depicted in Fig.  3.1 , which is derived from a broad body of diverse 
literature, factors have been merged and weights have been attached 
in terms of percentage values of their “barrier signifi cance”: Intrafi rm 
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 obstacles account for 15 %, market forces 15 %, user reticence 10 %, 
 regulations 25  %, social acceptability 30  %, and miscellaneous 5  % 
(author’s own estimates, KG).

      Personal obstacles such as career outlooks, job security, promotion, 
rise or fall in the fi rm’s hierarchy, etc., go hand in hand with organiza-
tional impediments, such as coordination among departments, the NIH 
syndrome, 7  loss of departmental power and infl uence, etc., with technical 

7   Th e not-invented-here (NIH) syndrome refers to internal resistance in a company against exter-
nally developed knowledge. Although previous research has shown that fi rms can benefi t signifi -
cantly from external knowledge infl ows in terms of fi rm performance and innovativeness, such 
positive eff ects from external knowledge sourcing cannot be taken for granted. Th e adaption of 
external knowledge requires fl exible processes facilitating changes in the company’s vision, strategy, 
and culture and a welcoming attitude of employees toward externally generated knowledge. If such 
an attitude of the employees is missing, they can show resistance toward external knowledge and 
fail to realize the expected benefi ts for the company. Th is is the essence of the NIH syndrome. 
Hussinger and Wastyn ( 2011 ), ZEW STUDY,  http://ftp.zew.de/pub/zew-docs/dp/dp11048.pdf . 

15 15 15 15 15 15

15 15 15 15 15

10 10 10 10

25 25 25

30 30

5

0

20

40

60

80

100

Miscellaneaous

Social acceptance

Regulations

User reticence

Markets

Intrafirm

  Fig. 3.1    Capability to innovate as a function of opposing forces (100  % 
opposition standing for complete paralysis; 0  % opposition indicating full 
mobilization)       
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frictions—how a new product, business model, etc., aff ects  organizational 
processes and stability and, last but not least, vested powers and interests. 
Additionally, project management and funding requirements (at whose 
cost?) may cause trouble—also under the heading “intrafi rm barriers.” 

 Moreover, as emphasized in the theory of veto players (Tsibelis  2002 ) 
it is particularly important to identify those parties and agents that are 
powerful enough to block the development and implementation of path- 
breaking decisions and ideas: a veto player is a person, group or institu-
tion whose agreement or consent is indispensable for any decision or 
measure necessary for change. In other words, veto players can block 
innovations. If veto players are in the game, three parameters measure 
their power: (1) their number, (2) their internal cohesion and political/
economic or social weight, and (3) the policy congruence among them 
and with society at large. 8  

 But these are not the only barriers and obstacles to innovation. 
 As a recent study by German VCI ( 2015 ) 9  has shown convincingly 

that internal opposition in enterprises, research institutions, or admin-
istrations is only one side of the coin. Even more important seem to 
be external obstacles such as regulations and bureaucracy, licensing and 
clearance, the social acceptance or the general cooperation, and political 
support (VCI  2015 , p. 52). Some obstacles work cumulatively against 
innovations: approving authorities are reticent and stall for time when-
ever interest groups or the civic society spell out resistance, when doubts 
are expressed about externalities and impacts, or when competitors pon-
der complaints in terms of competition law and other issues. A long pro-
cess of risk assessment is then to be expected. Examples abound: crops 
and genetic engineering, pharma and drugs, clinical studies, genomics, 
nanotech, and the use of big data, etc. 

 Better communication, information, cooperation, and dialogue 
between science, industry, politics, and civil society, combined with rig-
orous innovation impact assessment, may be a means to attenuate such 
opposition and forces of inertia. An honest and pristine balance between 

8   In the case of Germany, R.G. Heinze,  1998  has convincingly analyzed such mechanisms leading 
to a “blocked society” not able to react fl exibly to change pressure and new opportunities. 
9   Innovationen den Weg ebnen (VCI, Sept. 14,  2015 ). 
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risks and benefi ts (a risk-reward ratio or RRR) of innovations may help 
to put social concerns at ease and make scientifi c analysis more credible 
and authentic. 

 Misconceived and rigid regulation is a major impediment to innova-
tion. As a general rule, regulation results from a long thought and con-
sensus building process among political decision makers, with more or 
less successful involvement of a variety of skeptical stakeholders. It is 
based on the calculation of so-called external costs 10  and their eff ect on a 
social welfare function. 11  

 Some spectacular accidents such as Bophal, Seveso, river pollution, 
and diseases, etc., brought issues that had been previously the exclusive 
domain of scientists and experts into the public limelight and thus to 
political attention. 

 (Un)fortunately, nothing lasts forever and the rapid evolvement of sci-
entifi c discovery and innovation can make existing regulation obsolete. 
Institutional and legal inertia often prevents timely regulatory innovation 
and change. Just continuing a particular regulatory trajectory without 
regular checks of its impact and costs, and without re-examination of the 
goals and objectives themselves, is fundamental to hindering innovation 
and a main barrier to modernization.  

3.2     Resistance to Change 

 One of the best approaches to explain resistance to or acceptance of inno-
vations can be found in Gatignon and Robertson ( 1991 ). Th e authors 
consider multiple areas where resistance to innovations occurs before and 
throughout the innovation process, and they understand resistance to 
innovation as a special case of general resistance to change. 

10   An external cost occurs when producing or consuming a good or service implies imposing a cost 
upon a third party. 
11   A social welfare function describes the state of well-being of a society and ranks social states as 
more or less desirable for every eff ect from political measures or decisions. Inputs of the function 
include any variables considered to aff ect the economic welfare of the society as a whole. 
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 For many of those involved, innovation means change, notably a 
kind of change to which they will be subject and the implications of 
which they can neither understand nor control. Th ereby, reticence and 
resistance arises. 

 No matter whether triggered externally or internally, every initial 
response by individuals or organizations is either resistance or openness 
depending on personal or institutional preconditions. On the individual 
level, the reaction of those involved and aff ected by an innovation often 
prompts an emotional and spontaneous response of rejection, protest, or 
even active boycotting. Although active resistance can also occur ratio-
nally—that is, after careful deliberation—more often than not it is deter-
mined by norms, standards, values, and seasoned patterns of institutional 
response. For example, commitment to religious principles may prompt 
some to resist certain medical practices, irrespective of their technical 
merit, or membership of a labor union demands resistance to innovations 
that might jeopardize jobs and employment. In such cases, group norms 
and institutional identifi cation can predetermine resistance to or accep-
tance of innovations (Turner  1991 ). Today “Groupthink” (Janis  1982 , 
p. 244), is a major threat to any innovation, often disguised in rational 
arguments and criticism of scientifi c research methods. 

 Th is phenomenon can be observed within groups of people, in social 
networks or in organizations of the civic society, in which the desire for 
intragroup harmony and conformity results in an irrational or dysfunc-
tional outcome. Group members try to minimize confl ict and reach a 
consensus without critical evaluation of alternative viewpoints by actively 
suppressing dissenting opinions and isolating themselves from outside 
infl uences. 

 Whereas the media coverage often focuses primarily on the negative 
reactions to innovations, recent surveys show that the basic attitudes of 
the citizens in Europe, vis-à-vis science and technology (S&T), are pri-
marily positive. As depicted in Fig.  3.2 , there is both a strong interest in 
S&T and an overwhelmingly positive feeling about the impact of S&T 
in the European Union.
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   To be sure, attitudes and reactions with respect to innovations are 
often based on incomplete and biased information, distorted communi-
cation, and a lack of knowledge on the part of the respondents. Th erefore, 
attention must be paid to both preconditioned attitudes of resistance 
or acceptance and the ways benefi ts and risks are communicated. As it 
happens, innovations include continuous or discontinuous change, and 
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  Fig. 3.2    Survey EU citizens’ attitudes toward science and technology (28 
member states; 27,563 respondents; year: Nov. 2013)
 Source :   http://europa.eu/rapid/press-release_IP-13-1075_en.htm           
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resistance to change is inevitably higher against the latter: discontinuities 
and break-ups are more diffi  cult to swallow than smooth, nondisruptive 
transformation.  

3.3     Risk and Attitudes toward Innovation 

 As Guenther Dueck ( 2013 ) has argued convincingly, four types of players 
can be identifi ed by their attitudes, vis-à-vis novel ideas and innovations:

    (a)     Frontrunners and afi cionados  who are eager to see new things and 
ideas developed, accomplished, and tested. Th is is a very small group.   

   (b)     Open Minds , or people who are receptive to new ideas but who do not 
wish to be protagonists and pioneers but rather followers. Th is is a 
pretty large group.   

   (c)     Close Minds  are those who are rather skeptical and distrusting of novel 
ideas and technological progress, and who will follow suit only when 
a large number of proponents is already leading the way.   

   (d)     Antagonists  are principally hostile and negative toward anything new 
and remain strictly opposed to novelties.    

  Factors that determine a positive attitude vis-à-vis an innovation or at 
least help create a constructive attitude have been identifi ed by Rogers 
( 2003 , S. 222 f.):

•    personal advantages from innovations  
•   a high degree of compatibility with personal, environmental, and 

organizational and ideological predispositions  
•   a good understanding and low complexity of an innovation  
•   testability, observability, and affi  nity.    

 On top I regard the following factors as decisive:

•    positive reference groups and social networks  
•   charismatic leaders and convincing promoters  
•   a general pro-innovative societal spirit. 
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 If these factors exist, we may assume a high probability for 
 acceptance and a positive attitude in favor of innovations and change 
(Siegrist  2008 ). 

 Opposition to change is never solely built on emotional and psycho-
logical dispositions. Rather cognitive and rational arguments play a major 
role, and notably the perception and management of risks. An honest 
and unobstructed discussion about the risk from novel ideas, products 
technologies, or business processes is indispensable. And we may need a 
critical mass of rational arguments put forward by proponents and pro-
moters to make an innovation work, and enforceable (Currall  2006 ). 

 Siegrist et al. ( 2010 ) have pointed out that “laymen’s” risk perceptions 
often diff er starkly from experts’ assessments of risks. Yet, the vision of 
both groups needs to be taken into account in order to deal successfully 
with risk-driven opposition. As beliefs can be corrected only by per-
sonal experience, and most people have no experience with innovations 
and their consequences, trust plays a major role. Th ose concerned or 
aff ected by innovations must rely on reassurances made by expert sci-
entists whose “language” they hardly understand. Only trust in experts 
can help moderate the process of social amplifi cation as described in the 
seminal work of Slovic and others (Pidgeon et al.  2003 ). 

 Slovic ( 2000 ) pointed out that high public concern about a risk 
issue—be it nuclear energy, fracking, biotech, etc.—is associated with 
distrust of the “industry managers” responsible for the issue while low 
public concern (e.g., medical use of radiation) is associated with trust 
in risk managers (doctors). So, trust in risk management is negatively 
correlated to risk perception. In the same vein, any success or failure of 
risk communication largely depends on whether or not there are trusted 
communicators. 

 Against this backdrop, we see innovation and risk management being 
viewed as partners, not adversaries. When properly fused, the two areas 
can help organizations and polities pursue opportunities that risk-averse 
attitudes might leave in the drawing room. 
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 Help to overcome risk problems associated with innovation may also 
come from the State: As innovations and the development of new tech-
nologies do require a vision, a mission and lots of money spent from 
upstream research to downstream commercialization, all accompanied by 
serious risks, the State can act as risk absorber, agenda setter, stimulator, 
and enforcer against opposition. 

 Since, as a rule, the private sector or the venture capital industry is 
often much more risk-averse than government agencies, it is easier for 
the latter to fund capital-intensive and high-risk projects through public 
money, thereby socializing some of the fi nancial risks through taxation. 
Th is active—and often catalytic—role governments assume to cover risky 
investments in future technologies is excellently described and analyzed 
in Mazzucato’s work ( 2013 ) about the entrepreneurial state. 

 One way to attenuate the role of risk as an impediment to innovation 
might be the use of qualitative “Risk/ Reward Ratios” to deal with related 
promises and perils: borrowed from fi nancial investment theory, a risk-
reward ratio is used by many investors to compare the expected returns of 
an investment to the amount of risk undertaken to capture these returns. 
What we need in order to cope with innovation resistance is a kind of 
social and qualitative RRR. 

 Such an RRR would take into account, on the one hand, the social 
(perceived) risks from innovations and, on the other hand, the (expected) 
social rate of return—that is, the collective reward from an innovation. 
As shown in Fig.  3.3  below, in a four-quadrant matrix, several possibili-
ties exist:

      When both risk and reward are low, as in Q1, no incentive and no 
opposition will exist, and innovations are unlikely. When reward is low 
and risk is high, as in Q2, innovations will not materialize. Q3 depicts 
a constellation in which risk is low and the social rate of return is high; 
here innovations are unhindered and will be promoted without doubt. 
Th e most diffi  cult problems arise in Q4 where both the rewards and the 
risks are high. Here we are faced with a clear trade-off , which is hard to 
balance.   
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4     Europe: Prototype of the Risk-Averse 
Society? 

4.1     The Changing Concept and Context of Risk 

 Today, Europe seems to be moving toward a  risk avoidance culture  rather 
than  a risk management culture . Instead of understanding risks as poten-
tial sources of human progress and technological development, today 
risk connotes dread, uncertainty, instability, dangers, and threats. In such 
context it is often conceived as a prime obstacle to innovation. 

 It has not always been like this! From Gutenberg’s printing press to 
CERN’s accelerating protons, from Pythagoras’ theorems to Marconi’s 
radio, Europe can look back on a proud tradition of entrepreneurship 
and discovery. Th roughout the centuries, the relentless pursuit of new 
knowledge and innovative ways of doing things has made our societies 
strong, prosperous, and safe. 

 However, when investors buy stock, surgeons perform operations, engi-
neers design machines, entrepreneurs launch new businesses, astronauts 

SOCIAL RISKSlow high

SOCIAL RATE OF 

RETURN/ REWARDS

Trade-off , 
risks and rewards 
difficult to balance 

(new materials, nano, 
biotech, chemicals, 

artific. Intel.

Useless, 
therefore
ignore or 
side-line

Clearly positive –
innovation to go for!

Examples:
Solar power, vaccines,

E-cars, genome etc.

low

high

Not relevant 

  Fig. 3.3    Qualitative risk-reward relationship       
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explore space, or politicians run for offi  ce, risk is an inescapable companion. 
Whereas in the past centuries risk was perceived as a force of fate in the face 
of which we seemed helplessly in the hands of the gods’ mercy, modern times 
are characterized by a change in the perception of risk as calculable and con-
trollable, weighing and measuring its consequences, unleashing an approach 
that considers risks as opposed to opportunities. As Peter Bernstein ( 1996 , 
p. 1) in his seminal book  Against the Gods: Th e Remarkable Story of Risk,  has 
put it succinctly: “Th e revolutionary idea that defi nes the boundary between 
modern times and the past is the mastery of risk.” 

 Indeed, the concept of risk has undergone a radical transformation. 
Today’s concept of risk is a product of modern times and did not exist in 
this form before the industrial revolution in the nineteenth century. Until 
then, people knew dangers as natural phenomena, such as hunger, illness, 
or natural catastrophes, and attributed these dangers to external powers 
lying outside of human decision or infl uence. 

 Industrialization challenged the idea of risk and danger as purely natu-
ral phenomena and subsequently replaced it with the notion of risk being 
created by humans themselves. Th is occurred with the rise of science, 
technology, and new mathematical techniques, especially in the fi eld 
of contingency analysis, which created a new approach to risk and its 
assessment. 

 Industrialization shifted the responsibility from gods to humans and 
their decisions and actions. As Frank Furedi pointed out ( 2005 ), natural 
disasters are no longer seen as “natural” events, but people automatically 
suspect human responsibility behind a catastrophe, so that they get rede-
fi ned as preventable. 

 Graubard ( 1990 , p. v) explains, “It is perfectly obvious that the con-
cept of ‘risk’ has taken on wholly new dimensions in recent decades and is 
today being refl ected on in ways that would have been almost inconceiv-
able even a few years ago. Th e older idea, that risk is essentially a wager, 
which individuals take in the hope of gaining something signifi cant, sub-
stantial, has almost disappeared from common parlance.” 

 In a most brilliant paper, Stefan Schepers ( 2016 ) analyzed the problems 
of risk-averse western societies. He identifi ed the increasing diffi  culties 
between industry and EU institutions and governments about risk assess-
ment and management, the introduction of precautionary principles in 
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the EU treaties and the move toward a hazard-based approach, based on 
deep-rooted cultural changes in Western society. We can observe wide-
spread doubt about the advances of science and technology that are seen 
to produce new risks manufactured by various industries, which may 
potentially aff ect everyone and are creating a high degree of social uncer-
tainty. Schepers concludes that scientifi c argumentation alone does not 
suffi  ce to provide an impartial and sober refl ection of reality  as risk 
perception is itself a social construct.   

4.2     The Precautionary Principle 

 Over the last two to three decades, the European risk regime has changed 
signifi cantly. Regulatory politics and policies have not only become more 
visible and contentious, but they have also become more stringent and 
risk-averse, particularly compared to other parts of the world like the 
USA and Asia. 

 Regulations refl ect this trend toward ever stricter interpretations of risk, 
increasing the time and impediments to access the market for needed med-
icines, alimentation, and new technologies. Th ereby, the EU itself is often 
seen as contributing to a climate of increased risk aversion and playing a 
major role in changing the quality and dynamics of European regulatory 
policies. Th e most notorious result thereof is probably the unconditional 
use of the precautionary principle 12  enshrined in the EU treaties in 1999, 
by which the EU laid the groundwork for its general approach to risk. 
According to the Commission the  precautionary principle 13  may be 
invoked when a phenomenon, product, or process may have a dangerous 
eff ect, identifi ed by a scientifi c and objective evaluation, if this evaluation 
does not allow the risk to be determined with suffi  cient certainty. 

12   See  http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=URISERV:l32042 . 
13   Th e precautionary principle is detailed in Article 191 of the Treaty on the Functioning of the 
European Union (EU). It aims at ensuring a higher level of environmental protection through 
preventative decision taking in the case of risk. However, in practice, the scope of this principle is 
far wider and also covers consumer policy and European legislation concerning food and human, 
animal, and plant health. 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=URISERV:l32042
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 Although the Commission emphasizes the importance of “fi nding the 
correct balance so that proportionate, nondiscriminatory, transparent, 
and coherent decisions can be arrived at” to provide the required protec-
tion and allow for innovative development, the reality is unfortunately 
somewhat diff erent. Th e potentially negative eff ects on innovation result 
from the fact that by focusing primarily if not exclusively on possible 
risks and dangers, the precautionary principle disregards those dangers 
that might occur, or could be exacerbated, if new technological develop-
ment is hindered and prevented. 

 Th e precautionary principle is Europe’s risk policy framework and 
guideline for policy makers on how to assess and manage risk and uncer-
tainty. Initially developed in the context of environmental protection, 
the principle has gradually found application in other fi elds of policy 
such as human health, food, genetically modifi ed organisms (GMOs), 
and chemicals, etc. According to the Commission, the principle has the 
following objective:

  Finding the correct balance so that proportionate, nondiscriminatory, 
transparent and coherent decisions can be arrived at, which at the same 
time provide the chosen level of protection, requires a structured decision 
making process with detailed scientifi c and other objective information. 
Th is structure is provided by the three elements of risk analysis: the assess-
ment of risk, the choice of risk management strategy and the communica-
tion of the risk. 

 Th e emphasis on the precautionary principle must be seen as related 
to the rise of the civil society and NGO movements in the Western 
world. Essentially, a specifi c development took place in the last couple of 
decades and produced a new set of societal norms, values, and expecta-
tions. Th ese led to a redistribution of power between citizens and govern-
ments accompanied by an increasing lack of trust in public authorities 
and public bodies. 

 Th e most prominent criticism of the precautionary principle concerns 
its most essential notion, namely that it reverses the burden of proof, so 
that those proposing a new technology, for instance, have to assure that it 
will not cause any damage. It provides governments with the possibility 
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to impose regulatory measures based upon the barest potential of harm, 
be it to humans or the environment. Th ese measures can be taken even if 
there is no strictly scientifi c proof and detrimental eff ects from political 
intervention cannot be excluded. 14  

 In its most radical form the precautionary principle compels the inno-
vator to prove that his innovation will (by 100 % surety) never cause any 
harm whatsoever to public health or the environment before it can be 
allowed to enter society. 

 Th e precautionary principle thus risks missing its actual purpose—the 
protection of humans and the environment—and creating even more 
risks, or more dangerous ones. 

 As Peter J.  May ( 2003 : 397) pointed out, “any regulatory regime 
entails fi nding a balance between how tight controls should be in pro-
moting consistency and accountability versus how much discretion 
should be granted in promoting fl exibility and innovation. Th e pre-
scriptive approach emphasizes control and accountability (whereas) the 
performance-based approach desires to promote fl exibility with account-
ability for results.” Unlike in many other parts of the world which move 
toward, or have already implemented, a performance-based and diff er-
entiated sectorial- based approach, the prescriptive approach is predomi-
nant in Europe. 

 Against this backdrop, in 2013, 12 of the largest corporations in 
Europe submitted a letter to the European Commission (EC), urging 
them to adopt an “Innovation Principle” 15  as a counterweight to the pre-
cautionary principle to be taken into full consideration during policy and 
legislative processes. 

 Th e principle is meant to ensure that whenever policy or regulatory 
decisions are under consideration  their impact on innovation  should be 
assessed and addressed. It sets out to provide a new and positive way of 
ensuring that policy makers fully recognize social and economic needs 

14   Th e USA, for example, has not adopted the precautionary principle but relies on several court 
decisions and scientifi c guidelines for risk regulation (e.g., the 1980 Benzine decision). Generally 
speaking, before risk regulation gets enacted in the USA, “signifi cant risk” must be (scientifi cally) 
demonstrated. Hence, unlike the EU’s proactive approach, US regulation authorities wait for evi-
dence of harm before regulating. 
15   http://www.riskforum.eu/uploads/2/5/7/1/25710097/innovation_principle_one_pager_5_
march_2015.pdf . 

http://www.riskforum.eu/uploads/2/5/7/1/25710097/innovation_principle_one_pager_5_march_2015.pdf
http://www.riskforum.eu/uploads/2/5/7/1/25710097/innovation_principle_one_pager_5_march_2015.pdf
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for both precaution and innovation. It is therefore intended to be used 
to improve the quality and application of EU legislation and, as a result, 
to stimulate confi dence, investment, and innovation by balancing risk of 
innovation and of hindering innovation.   

5     How to Communicate Innovation: Respect 
Opponents, Mobilize Proponents, and Rely 
on Honest Brokers 

 Although often recommended as a remedy, information and communi-
cation will not suffi  ce to overcome prejudice and preconceptions. More 
importantly, communicated trust and beliefs are indispensable means to 
help reach a more balanced verdict on any innovation. 

 What is required for a fair assessment of both the potential and 
the perils is an early dialogue between civil society, politics, econom-
ics, and business. Politicians will have to alter their widespread role as 
doubters and objection raisers into the roles of mediators and honest 
brokers who should equally emphasize the gains and virtues of innova-
tions and new technologies and their possible risks and perils, where 
they exist. 

 Public suspicion of governments’ abilities to deal with danger and 
risk is reinforced by defi cient communication. Governments still tend 
to rely on outdated models of risk communication, and view the public 
as an essentially naïve audience. In this vein a one-way process is usually 
applied: a huge amount of technical and scientifi c data is just thrown at 
and disseminated to the public in a desperate eff ort to raise “understand-
ing,” to counteract “irrational” opinions and to build support. (Botterill 
and Mazur  2004 ). 

 Th is approach does not mesh well with academia and civil society as it 
runs the danger of making assessment subject to government or industry 
interests. More successful communication strategies call for a more dem-
ocratic and diff erentiated approach and focus mainly on three dimen-
sions (Slovic  1999 ):
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•    the complexity of the risk concept and the inadequacies of viewing risk 
analysis as an exclusively scientifi c enterprise;  

•   the recognition that risk and risk assessment are socially constructed; 
hence, science and technical judgments are blended with important 
political, social, and cultural factors; and  

•   the appreciation that the way in which risk is defi ned and by whom is 
central to how assessment, management, and communication 
materialize. 

 Moreover, scientifi c research alone will never suffi  ce to convincingly 
communicate either the benefi ts or the risks of an innovation. Scientists 
and engineers should work to establish the objective facts and fi gures, 
and it is essential that social scientists and communication experts work 
on how the public perceives and appraises new ideas, technologies, or 
innovations. 

 Th at an inconspicuous attitude, the non-meddling and the non- 
communication by scientists, may be crucial for the general public to 
refuse an innovation has been emphasized by H Jon Entine ( 2011 : 79):

  Scientists have largely remained silent when the public discussion turns to 
the tradeoff  of benefi ts and risks …. Th ey are often unwilling to engage in 
controversial issues that could endanger their funding and research…. Th e 
public interprets the unwillingness of scientists to engage those who cam-
paign against chemicals as an implicit validation of their dangers. Th ose 
who do speak out are often…branded as industry apologists. Maybe the 
best we can hope for is that brave scientists, scientifi cally literate journal-
ists, and government offi  cials, who are responsible for translating science 
into regulatory policy, will take the public’s best interest into account…
[and] resist the irrational and often regressive impulse stirred by the scare 
tactics that are so common today. 

 In order to turn destructive into constructive opposition, promoters 
need be found—expert and knowledge promoters, power promoters, and 
process or relation promoters (Hauschildt  1999 )—who are able to reduce 
the “distance” between proponents and opponents and promote mutual 
understanding. According to Hauschildt and Chakrabarti ( 1988 ), power 
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promoters are able to pull the strings in an organization due to their 
hierarchical position and thereby can enforce innovation processes upon 
“refuseniks” and “Luddites.” Knowledge promoters track down and fi x 
weaknesses and constructive glitches. In doing so they can communicate 
the usefulness or signifi cance of an innovation and convince procrastina-
tors. Process promoters are integral mediators between power and knowl-
edge promoters; they also act as a link between intraorganizational and 
outside administrative forces and help with a smooth change of innova-
tion processes and attitudes of those involved. Such a promoter model is 
required on all levels, be it in fi rms, research institutions, or politics, etc. 
(Hauschildt and Salomo  2007 , p. 207). 

 Eff orts have to be made to involve well-reputed academic bodies, such 
as the Royal Society in the UK, the National Science Foundation in the 
USA, the ERC, the DFG, Frauenhofer, or the European Academy of 
the Sciences and the Arts, for using the current state of knowledge for 
innovation assessment. Interagency “impact subgroups” could be formed 
to coordinate communication and information and to organize public 
outreach and media work. It is indispensable to redouble eff orts to be 
thorough, transparent, timely, and honest in  disseminating and commu-
nicating results.    

  We seem to be living in a world out of balance—a surplus of poli-
tics and ideology and a defi cit of ideas and scientifi c rigor. Such a world 
where ideologies prevail and rationality is bounded needs radical over-
haul in order to succeed in creating a successful and sustainable innova-
tion society in Europe.       
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    4   
 Open Innovation and Clusters: Why 

Geographical Proximity Matters                     

     Alberto Di     Minin     and     Marco   Rossi   

1         Introduction 

 Th e 2008 crisis is still casting a long shadow upon the European Union’s 
growth, and its magnitude has been felt well beyond the purely fi nan-
cial sphere, impacting Europe’s social fabric and mentality like few other 
events in the recent past (European Commission  2014 ). Above all, the 
last few years have shown the vulnerability of the international and 
European fi nancial system and the perils large and small companies are 
unavoidably exposed to within an intensely interconnected, interdepen-
dent macroeconomic system. Like in previous periods of global fi nancial 
downturn, market failures have led to a widespread loss of trust in the 
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overall fi nancial system on the part of small and large investors alike, 
as well as to a sensible increase in risk perception (Baumol et al.  2007 ). 
It is therefore hardly surprising to fi nd out that the crisis has exacted a 
heavy toll on a signifi cant number of innovative activities, being risky 
and bold investment one of the foundations upon which revolutionary 
and forward-thinking research has always evolved. 

 Against a background of uncertainty, a signifi cant number of fi rms 
and entrepreneurs are now looking at new and old ways to improve their 
resilience and, in some cases, to stimulate once more the fl ow of invest-
ments and resources by exploiting the tools off ered by open innovation 
(Chesbrough  2003 ). Indeed, business scholars have identifi ed open inno-
vation as a powerful strategy to cope with the downturn (Chesbrough 
and Garman  2009 ; Di Minin et al.  2010 ). Predictably, many actors have 
turned toward forms of collaborative networking to reinforce their inno-
vative capacity and make use of each other’s strengths to leverage capital 
and knowledge and exit the impasse. By focusing their activity at the local 
and regional level, several European fi rms, particularly medium- sized 
companies and start-ups, have sought to compensate for the loss of risk 
propensity on the international stage by improving cooperation within a 
narrower geographical scope, bounding to local research centers, universi-
ties, and even former competitors. Th ose agglomerations, known as  clus-
ters , have been subject of copious studies since the work of Alfred Marshall 
( 1920 ). Local specialization of assets was a pivotal idea for economist and 
Nobel Prize winner, Paul Krugman ( 1991 ), the concept of clusters gained 
centrality in industrial dynamics literature as Michael Porter created a link 
between local agglomerations and competitive advantage (Porter  1998 ), 
and sociologists such as Annalee Saxenian ( 1994 ) and Manuel Castells 
(1994) explicitly applied this concept to high-tech industries. 

 As a result of decades of work by scholars and policy makers, clusters 
are today a central concept within innovation ecosystems. Th is chapter 
will look not only at the defi nition of such agglomerations, but also at the 
features that have made them such a valuable model for a variety of entre-
preneurs and a recurrent staple of institutional discussions on growth and 
innovation (NESTA 2012; European Commission  2014 ). Perhaps more 
importantly, the chapter will highlight those factors that make clusters 
particularly suitable as vehicles and vectors of open innovation. Th erefore, 
after having off ered a brief overview of the concept of cluster itself, the 
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analysis will focus on three such distinctive attributes:  access to fi nance , 
which allows a  number of actors, such as small and medium-sized enter-
prises (SMEs), but also larger companies that do not benefi t from R&D 
capabilities, to gain access to a broad range of fi nancial resources and 
funds, otherwise precluded to small stakeholders;  cross-specialization of 
assets  as internal learning and specialization produced within fi rms can 
contribute to more innovative solutions; and  local trust , key in guaran-
teeing continuous exchanges and knowledge disclosure.  

2     The Parallel Path of Clusters and Open 
Innovation 

 From a theoretical point of view, the idea that a certain number of fi rms 
and industries within a defi ned geographical space can join forces and 
improve their productivity by gathering together or, in other words, by 
“clustering,” is hardly new or peculiar to contemporary literature. Th e 
concept can be traced back s to the period between the late nineteenth 
and the early twentieth century, during the decades that witnessed the 
zenith of Western technological development and, at the same time, its 
descent into a period of long-lasting confl ict. By that period, Marshall had 
observed how, even in the already, vastly interconnected business environ-
ment of the time, “industrial districts” and agglomerations could thrive 
on tight historical linkages and innovative exchanges between local actors 
(Marshall  1920 ). In more recent periods, clusters resurfaced in the innova-
tion literature with the work of Michael Porter. Porter saw those agglomer-
ations of geographically related and highly specialized companies, research 
centers, and institutions as a fundamental part of what the Harvard 
scholar himself defi ned as the “diamond model,” as well as key drivers of 
microeconomic competitiveness  (Porter  1990 ; Porter  2007 ). According 
to Porter, proximity might create a stimulating business environment 
where companies can thrive, while at the same time drawing from each 
other’s pool of skilled labor and expertise to source inputs, acquire knowl-
edge and information and, therefore, generate complementarities ( 1998 ). 1  

1   Porter defi nes clusters as “geographical concentrations of interconnected companies and institutions 
in a particular fi eld” (Porter  1998 , p. 197). 
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More recently, other authors have reinstated the importance of location 
and the pivotal role of proximity in spearheading innovative research. 
Th ose authors did so by analyzing the great high-tech clusters in the 
USA, such as the ones devoted to create revolutionary IT tools in the 
Silicon Valley, California (Saxennian  1994 ), or cutting-edge defense solu-
tions designed jointly by governmental institutions—such as the Defense 
Advanced Research Projects Agency and other private actors (Kenney and 
Florida  2004 , and more recently Mazzucato  2013 ). Notwithstanding dif-
ferences in approaching the issues of fi nancing, externalities, and learn-
ing, as well as in establishing the exact degree to which the state and the 
private sector interact in the process, all the analyses agree upon the fact 
that persistent communication, knowledge sharing and transparency at 
the heart of successful clustering. Unsurprisingly, this aspect might well 
turn clusters into enablers of dynamics that Henry Chesbrough defi ned as 
“open innovation” ( 2003 ;  2006 ). 

 Open innovation draws upon the increasingly substantial volume of 
knowledge modern companies are now surrounded by, produced by agents 
like universities, research centers and, more importantly, other companies 
that would normally be counted among the competitors. According to 
Chesbrough, such bountifulness of external resources should stimulate 
companies to adopt an outward-looking policy in their quest for new 
sources of innovation, instead of treating information, know-how, and even 
a highly qualifi ed workforce as jealously guarded assets, and the production 
of innovation as a purely “internal” pursuit conducted within insulated 
R&D unit (Chesbrough  2003 ). With the aim of defying a certain corpo-
rate parochialism, companies should try to engage multiple parties, suppli-
ers, and competitors in common endeavors, in a process of assets exchange 
and externalization (inside-out) or of absorption of external ideas (outside-
in). Indeed, it is hard not to notice how a number of elements that are an 
integral part of the open innovation paradigm can fi t well within the clus-
ter model. In fact, a number of distinctive features of cluster systems seem 
designed to benefi t from and, at the same time, to productively channel 
the advantages off ered by open innovation. For example, local companies 
can exploit geographical proximity to maximize the advantages off ered by 
promoting greater openness and a culture of exchange. Much in the same 
way, the accurate knowledge of the local context and the presence “on the 
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ground” of many fi rms involved in a cluster can allow them to quickly 
scout for new innovative initiatives and immediately capitalize on them, 
as well as to exploit each other’s pool of qualifi ed and professional exper-
tise. In addition, it should not be forgotten that, since open innovation 
is largely reliant on mutual exchanges of sensitive information—turning 
trust into a key factor—local connections promoted by clusters can signifi -
cantly encourage fi rms to exchange knowledge without excessive reserves 
and therefore favor circulation of innovative solutions and best practices 
alike. To limit the scope of the analysis, this chapter will focus on three 
particular elements that link geographical agglomerations of entrepreneur-
ial activities—clusters at the head—to open innovation: access to funds, 
cross-assets specialization, and local trust.  

3     Access to Funds: The Advantages 
of Visibility 

 Whatever the model adopted by companies, start-ups, or any other 
industrial actor, securing available capital remains an inescapable condi-
tion in guaranteeing the success of an enterprise (Mazzucato  2013 ). Th is 
is particularly true of the high-tech and scientifi c sectors, where invest-
ment in R&D and the constant quest for innovative solutions requires a 
continuous fl owing of capital and a solid fi nancial basis. Most of the time, 
such fi nancial commitment relies heavily on the action of venture capital 
funds, angel investors and, depending on the country, a relevant support 
from the state and national agencies. However, since the very beginning 
of the fi nancial crisis, access to funding on the part of smaller enterprises, 
especially SMEs, has been made increasingly diffi  cult due the worsen-
ing economic context and a number of related factors (OECD  2009 ). 
Recurring issues include lack of liquidity, strict credit and bank lending 
conditions, scarce inclination toward risk, but also fragmentation and 
a poor or scarcely promoted presence on fi nancial markets are just the 
most prominent among the trends that have impinged upon the activity 
and, at times, even the survival of SMEs. To add to those dynamics, state 
aid to SMEs has also witnessed a sharp decline in recent years, a trend 
which has particularly noticeable in some of the EU’s member states most 



84 A. Di Minin and M. Rossi

aff ected by the crisis. Even though recent statistics seem to indicate a rela-
tive upturn, with some commentators going as far as to suggest that with 
the exception of the years immediately  following the crisis, small busi-
nesses have benefi ted from a constant (or at least undiminished) credit 
fl ow (Freeman  2013 ), the situation for most SMEs remains one of recur-
rent uncertainty. In the brief analysis that follows, this chapter will look 
at how clusters can acquire a central place in revitalizing access to funding 
thanks to their collaborative nature and diversifi cation. 

 As already mentioned above, while responses to this contingency have 
varied widely from state to state, both national entities and organizations 
have emphasized more and more the need to make use of the rich toolkit 
of instruments off ered by open innovation in order to reverse the trend 
(European Commission  2014 ). One of the main novelties introduced 
by the open innovation paradigm lays in its emphasis on collaborative 
endeavors and its distinctive knowledge-sharing culture (Chesbrough 
 2003 ; Baldwin and von Hippel  2011 ). In this specifi c case collaboration 
and knowledge, as well as information exchange, should not be seen as 
something circumscribed to the mere production process. Conversely, 
the competitive advantage off ered by clusters can extend well into the 
network of institutional and fi nancial interactions necessary to obtain 
funds and credit. Th is fact is particularly relevant in contexts where access 
to funding is more “institutionalized” and where access to relevant politi-
cal and governmental actors involved in R&D is no less important than 
private credit and lending, a frequent occurrence in some EU countries. 
Considering those premises, it is clear that clusters present an ideal set of 
features that can come into play when attempting to attract capital and 
channel indispensable funds. 

 In a number of cases, for example, the sectorial nature of clusters, 
which frequently focus on a specifi c sector and draw upon a pool of 
local, specialized knowledge, represents a key advantage in the search 
for capital and investments. Th is is mostly due to the fact that in many 
cases, and even more frequently when looking at early stage investment 
and “seed” capital, venture funds and angel investors tend to require an 
extremely precise overview of the business in question before committing 
to a risky fi nancial operation. While this factor might benefi t above all 
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technological enterprises with higher a  prospective of high returns, such 
as those dealing with nanotechnologies, aerospace, and high-end IT, it is 
nevertheless true that the other sectors might also attract funds thanks 
to the cohesion of a particular cluster and the quality of the research 
 underpinning its production. Th is is evident, for example, in the case of a 
number of enterprises dealing with niche sectors, whether in technology 
or consumption goods. When we take into account the US-based venture 
capital industry, this has always been identifi ed as extremely regionally 
concentrated and highly co-specialized (Smith and Florida  2000 ; Kenney 
and Florida  2004 ; Mazzucato  2013 ). It is also important to notice how 
the close interaction between public and private, signifi cantly fostered 
by the clusters’ structures, can result into a model that mitigates the 
shortcomings of the both sectors while increasing their strengths through 
complementarity. Th is model, which combines the strategic capacities 
and research power of universities and local epistemic communities to 
the business experience and proactivity of single enterprises, whatever 
their fi eld, can prove more appealing and reliable to investors looking for 
a safe destination to their long-term investments. Another element worth 
pointing out is also the (all too frequently) overlooked role universities 
and research centers can play in attracting state funding and in providing 
useful institutional contacts to clusters they are part of. Th is contribution 
turns out to be particularly important in EU countries such as France, 
Italy, or Spain, where large structural funds for innovative projects are 
more frequently provided by the state rather than by private actors—as it 
occurs in the Anglo-Saxon context—and public universities tend to have 
strong bounds with ministries and governmental agencies. Eventually, 
it is also important to notice how, when developing within or around 
capitals and important cities in general, clusters can acquire high vis-
ibility by exploiting the urban milieu they are grounded in, therefore 
creating potential for investments and giving the cluster itself additional 
leverage. In conclusion, while certain contingent factors—cumbersome 
bureaucratic processes being just one of them—can prevent clusters 
from obtaining adequate funding, it can be said that clusters constitute 
an eff ective vehicle to leverage funds by exploiting the interactivity and 
network-based mentality promoted by the open innovation model.  



86 A. Di Minin and M. Rossi

4     Cross-Assets Specialization: Sharing 
Is Better 

 As already highlighted in the previous paragraph, the capacity to attract a 
substantial and, above all, constant fl ow of investment constitutes a pivotal 
and unavoidable issue in the survival of clusters. However, while funds do 
indeed matter, due attention should be given to what might be considered 
as the core strength that makes clusters such eff ective structures in pro-
moting innovative projects and to leverage the capital necessary to bring 
them forward. Th is specifi c element, which can be defi ned as “cross-assets 
specialization,” represents a unique feature of the cluster model and, in a 
way, the most evident bridge between the geographically tight entrepre-
neurial agglomerations and the open innovation paradigm (Cooke  2005 ). 
While laying the basis for the concept of openness in innovation, diff er-
ent authors, including Chesbrough himself ( 2003 ) have repeatedly drawn 
attention to the capacity of fi rms to go beyond their original inwardness 
in R&D and sourcing for solutions among the ranks of potential part-
ners and, when the opportunity arises, even of potential competitors. 
Th e following analysis will look at how clusters, due to their geographical 
distinctiveness, can exploit openness and knowledge produced by their 
components to produce innovative solutions and avoid stagnation. 

 When looking at the particular case of assets sharing, it is especially 
important to focus on the role knowledge plays in clusters. In certain 
cases clusters can present themselves as agglomerations of already pow-
erful companies, research centers, or universities, most of which could 
easily produce their own share of groundbreaking innovation through 
their internal R&D capabilities. Some of the great California or East 
Coast high-tech clusters are a prominent example. However, particularly 
at the European level, it might be said that actors aggregate into clusters 
to obtain a bigger outcome out of a small pool of individual resources. 
Cooke and Morgan’s ( 1998 ) analysis on what they call “associational 
economy” presents evidence of regional co-specialization in various 
powerhouses of European competitive advantage. In such contexts, the 
advantage of close proximity translates into the opportunity to capture 
knowledge produced by actors that are external to the fi rm or the research 
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center in question. It would be logical to assume that such “knowledge 
externalities” would only be willingly shared by an actor only with close 
partners. Nevertheless, it can be noticed how the local dimension of 
clusters favors a looser approach, given that human and  commercial 
interaction between actors coexisting within close proximity lead to an 
unavoidable exchange of ideas. Th is intentional and unintentional fl ow 
of knowledge, sometimes defi ned as  knowledge spillover , can be seen as a 
central element allowing actors within clusters to enter a virtuous cycle 
of innovative production (Breschi et al.  2005 ; Huang and Rice  2013 ). 

 As such, the knowledge produced and circulated within a cluster, be 
it regional or smaller in scale, can assume diff erent forms and can be 
transferred in diff erent ways, but it is more frequently exchanged in the 
form of the abovementioned assets. In line with the variety of actors com-
posing a cluster, those assets can vary in nature. In the case of fi rms, 
particularly if specialized in a highly technical sector like manufactur-
ing, assets can be human, taking the form of skilled labor. When the 
expertise of this labor capital is shared between companies, employees 
do not only contribute to a common depository of knowledge, but they 
also convey a considerable amount of learning acquired within their own 
fi rms, thus magnifying their infl uence. Assets sharing can also involve 
the common use of a specifi c market information, allowing the actors to 
access a wider array of consumers and, in the future, create a new pool 
of potential clients. When research-intensive communities—universities 
in particular—are also brought into the equation, assets tend to become 
more “intangible,” but not for this reason are they less important. Th e 
relevance of universities and public research centers is experienced in 
various industries: for example, Kenney and Mowery ( 2014 ) provide evi-
dence of the role the various campuses of the University of California had 
in fostering local collaboration and the development of cluster dynamics. 
Particularly for a small fi rm, partnering with universities and dynamic 
start-ups can provide unique intellectual assets that include, among the 
others, the possibility to access state-of-the-art R&D solutions and to 
scout for fresh talent. At the same time, companies would benefi t from 
a range of important institutional connections, which in the long term 
might result in obtaining state funding and favorable policy linkages 
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(Röttmer  2011 ). Eventually, it is possible to observe that local knowledge 
and reputation itself constitutes a fundamental asset and an extremely 
important tool to attract investments and resources from much bigger 
fi rms that do not necessarily lie within the geographical limits of the 
cluster, but can become precious partners on the long run. 

 Th ose factors do not always concur to determine the success of a 
cluster; nevertheless, they contribute to make its survival and produc-
tivity more likely even in front of systemic adversity, strengthening its 
resilience and capacity to generate new solutions. Overall, fi rms located 
within geographical proximity tend to outperform their competitors 
when it comes to patenting, creating, and marketing innovative prod-
ucts (Ja⁄e, Trajtenberg and Henderson 1993; Howells  2002 ; Distefano 
et al. forthcoming). However, an important body of literature has been 
warned about considering assets sharing within clusters as the only path 
to success. While the ability of clusters to make the best of externalities 
remains important, strong in-house R&D and the capacity to protect 
innovative discoveries is still essential to the rise and fall of numerous 
companies (Chesbrough and Crowther  2006 ). In a way, even fi rms suc-
cessfully embedded in a cluster system cannot avoid fi nding a “golden 
middle” between internal and external learning, if they do not want to 
lose their competitive advantage and, due to the interconnectedness they 
share, compromising the major tools that open innovation off ers.  

5     Trust: The Intangible Strength of Local 
Networks 

 Of all the factors facilitating the growth of open innovation within and 
through clusters, trust is perhaps the most interesting and, at the same 
time, the most easily overlooked. Th is can be attributed to the fact that 
the concept of  trust  itself is as intangible and ambiguous a concept as it is 
inescapable, particularly when looking at relations between strongly inter-
connected actors. On the one hand, trust fi gures prominently in literature 
pertaining to regional and local innovation systems and  networks (Möllering 
 2006 ; Murphy 2008). Quite predictably, clusters are no exception to this 
trend. In fact, the subject has been debated, if not always in considerable 
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depth, in several recent works. On the other hand, some authors see trust 
as too much of an intangible (if precious) asset, no more than a marginal 
and undefi ned infl uence in economic transactions. To some extent, both 
positions hold a certain amount of truth. It can be pointed out that trust 
remains, as this paragraph will argue, an element in the creation of clusters, 
but also the result of successful clustering (Paniccia  1998 ; Ring and Van de 
Ven 1994). Th rough an overview of the existing literature, the following 
analysis will look at clarifying the role of trust within clusters and why clus-
ters represent an ideal milieu for trust to take root. Above all, this passage 
will highlight the role of trust in reinforcing clusters’ inner cohesion and 
in contributing to both greater effi  ciency and the exchange of specialized 
knowledge, which remains the lymph of open innovation. 

 While it is important to remember that a precise defi nition of trust 
might be the cause of endless etymological debate, a functional descrip-
tion of what trust implies and its contextualization within the framework 
of innovation networks—clusters in the fi rst place—constitutes a help-
ful starting point for this analysis. Trust has been seen by some authors 
as the factor guaranteeing a degree of mutual honesty and transpar-
ency (Fukuyama 1995, p. 26) between two or more actors who identify 
with a certain community, thus posing signifi cant limits to the rise of 
“opportunistic behavior” (Williamson  1993 ). When considered in such 
terms, trust can also be seen as an element mitigating the feeling of risk 
and uncertainty for the partners involved in a particular collaborative 
endeavor. In addition to the alleviation of risk, trust is also an easily recog-
nizable element in situations of strong mutual dependence (Granovetter 
 1985 ). No less important, trust implies that the actors involved in an 
exchange, being it at an interpersonal, informational, or economic level, 
share a certain sets of norms and aim toward achieving a common objec-
tive. From a broad point of view, trust can therefore be understood as the 
combination of transparency, lack of opportunism, and an understand-
ing of shared norms that exist between people or other entities involved 
in a particular dealing or a set of relationships. In light of those consid-
erations, trust can be recognized as a key underlying element of a myriad 
of successful interactions, among them fi nancial, scientifi c, or industrial, 
which can shape an innovation system. 
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 However, among the many networks and interactions through which 
innovation can be generated, clusters present a number of distinctive 
features that allow trust not simply to develop but also to become a sig-
nifi cant instrument in generating innovative solutions. Not surprisingly, 
trust is more easily achievable among actors who share a common back-
ground, both cultural and geographical, a factor that is greatly facilitated 
by the geographical proximity bounding together diff erent clusters’ actors 
(Boschma, Balland, and de Vaan  2014 , pp. 246–248; Schilling and Phelps 
 2007 ; Wong  2010 ). In fact, not only does such proximity guarantee the 
belonging of the clusters’ actors to a common normative background but 
it does also allow the actors themselves to assess their reciprocal account-
ability without necessarily exercising a continuous, stiff ening, and formal 
mutual scrutiny (Lazerson and Lorenzoni  2007 ). Indeed, even though 
quality assessment and control remain important, increasing emphasis is 
placed on reputation and reliability, which are naturally consolidated in 
time through collaboration (Uzzi  1997 ). An important consequence of this 
trend is the stronger proclivity of clusters’ fi rms and enterprises to take 
risk and pour both investments and knowledge into a common objective, 
for uncertainty can be swiftly mitigated through growing accountability. 
Additionally, it is possible to observe how this informal atmosphere of trust 
and accountability developing within the cluster can frequently result in 
a greater effi  ciency of the fi rms’ activities and in a signifi cant reduction 
in transaction costs, the latter being tamed by the lack of opportunism 
(Orstavik  2004 , p. 211). However, from the viewpoint of open innovation, 
the key contribution of trust within clusters is certainly the intensifi ca-
tion of  information and knowledge exchange, which allow the diff erent 
agents/partners to fully benefi t from a continuous fl ow of externalities. For 
instance, on the development of Silicon Valley, Saxenian ( 2006 ) clearly 
points the fact that people in such agglomerations tend to be more loyal to 
the cluster and their project, rather than the company they are employed 
with. In this regard, trust is a fundamental factor, and local industrial 
dynamics lead partners to rely the more and more on each other’s research 
and learning capabilities, on the development of projects that necessarily 
cut across an individual institution’s boundaries. In turn this dynamic leads 
to a self-enforcing mechanism based on the accumulation of both “codifi ed” 
and “tacit” knowledge (Huang and Rice  2013 , p. 107). 
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 Whether trust can be considered an exclusively “virtuous” element in the 
development and durable success of clusters remains an object of debate. If 
there is little doubt that greater freedom to share specialized knowledge in a 
close-knit network of partners can signifi cantly strenghten a fi rm’s creativity 
and resilience, excessive trust might have a negative eff ect on some of the 
fi rms involved. For example, an uneven reliance on externalities and part-
ners’ resources might lead a fi rm to become too dependent, if not subjugated 
to other agents. At the same time, a long- standing collaboration might lose 
steam or the adequate “level of tension” (Bidault and Castello  2010 ) neces-
sary for fruitful debate to take place. It might nevertheless be said that the 
advantages of a trustful environment can compensate for such shortcomings, 
since a cluster might easily recover its competitiveness by fl exibly adjusting 
to new conditions and needs. Eventually, trust remains a pivotal instrument 
and a key factor in making clusters effi  cient vehicles of open innovation.  

6     Conclusion: Stepping into the Future 
and Connecting Clusters Within Ecosystems 

 On June 22, Commissioner Moedas 2  pointed to the fact that a new begin-
ning for the European Research Area needs to be grounded on the ideas 
and principles of open innovation strategy: “We need open innovation to 
capitalise on the results of European research and innovation. Th is means 
creating the right ecosystems, increasing investment, and bringing more 
companies and regions into the knowledge economy.” Consistent with 
such view, this chapter has argued that the concept of open innovation, as it 
was originally coined, and as it has been applied by companies and institu-
tions worldwide, has a fundamental regional dimension, as some of its fun-
damental drivers such as access to fi nance, co-specialization of assets, and 
trust are rooted in the idea of industrial clusters. Geographical proximity, 
far from representing an element of parochialism within a fully globalized 
fi nancial and market system, can represent a key competitive advantage. 

2   Speech delivered by Commissioner Carlos Moedas in Brussels on June 22, 2015 “Open 
Innovation, Open Science, Open to the World”. 
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 Clusters can achieve such advantages by becoming vehicles of open 
innovation, a paradigm that works particularly well thanks to the struc-
ture of clusters themselves. On the one hand, SMEs but also larger 
 companies that try to connect to a local context, can benefi t immensely 
from the networking opportunities created by the cluster structure. Firms 
can leverage on the strong position, greater visibility, vast connections, 
and even reputation off ered by the cluster in order to leverage funds in 
periods of fi nancial strain, thus avoiding a likely failure. On the other 
hand, the availability of both tangible and intangible assets within a clus-
ter, like specifi c technical know-how, institutional connections provided 
by research institutions, or a pool of skilled personnel, allows businesses 
to remain up to date with the latest discoveries and innovations. Even 
universities and public research infrastructures can gain from such a vir-
tuous cycle, which allows the best talent to experience fi rsthand the real-
ity of the entrepreneurial world and, in certain cases, to go on working 
within that very environment. Eventually, geographical proximity also 
favors the development of trust, an intangible element that stimulates the 
generation of best practices and, even more important, encourages fi rms 
to diff use their internal learning and research. However, even the most 
eff ective model can quickly lose its advantage in the fast, ever-chang-
ing global environment, where innovative ideas can become outdated as 
quickly as they are produced. Indeed, clusters do manage to frequently 
manage to bring the local and regional realities of innovation to national, 
even international prominence, acting as small-scale innovation ecosys-
tems. Yet, clusters can themselves become isolated and inward-looking, 
soon exhausting their innovative propulsion. Th e end of the clusters’ life 
cycle can be caused by the very same reasons that contributed to its suc-
cess: excessive trust in  local expertise can cost competitive advantage; 
strong relations can, in the long term, turn into inactivity; and ideas can 
come to stagnate even within the supposedly thriving borders of a cluster. 
While pursuing local open innovation dynamics, clusters can close off  the 
world and become inward-looking places. As several reports have stressed 
(NESTA  2008 ; European Commission  2014 ; HLG 2014), it is exactly by 
avoiding becoming prisoners of the same boundaries that guarantee their 
prosperity that clusters can further prosper within the globalized world. 
Th is goal can only be achieved through further integration of the clusters 
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within broader innovation ecosystems, which in turn can  connect them 
to other clusters, thus favoring crossfertilization and the development 
of open innovation dynamics, not only within clusters but also between 
international centers of excellence.      
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1          Introduction 

 Innovation is a very popular term, widely used by many policy makers 
convinced about its role in promoting economic growth and creating 
new (often high-skilled) jobs. An increasing amount of evidence (OECD 
 2014 ) has identifi ed a robust relationship among them. Moreover, inno-
vative and knowledge-based economies and businesses have proven to be 
more resilient to the economic crisis than traditional ones (OECD  2015 ). 

 Innovation is essentially the result of a complex and usually lengthy 
process that may start with basic research and ends up with the introduc-
tion of new technologies, processes, products, or services into the market. 
Many actors are involved in this procedure: researchers, technologists, and 
businesspeople, as well as a wide range of entities such as public, private, 
or mixed R&D centers; innovative companies; and public and private 
funding agencies. Th e technological developments behind an innovation 
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may be protected through intellectual property rights and are a relevant 
source of income for innovative companies. Similarly, those companies 
that acquire intellectual property may obtain a competitive advantage by 
reducing their production costs and/or increasing their sales. As a result, 
the economies where innovations are produced or acquired gain direct 
and indirect benefi ts from the innovative processes. 

 As awareness across the world has increased about the benefi ts of 
innovation, the demands for ways to enhance it have similarly increased. 
Th is has led to a focus on the nature and effi  ciency of the processes 
related to innovation. Traditionally, it was thought that the translation 
of research into innovation followed a linear model. However, present 
conceptualizations focus on the systemic nature of the process, high-
lighting the interactions between all the factors and actors participating 
in it for value creation. Th us the term “innovation ecosystem” is now 
broadly used, which can be defi ned as “the set of ideas, institutions, 
policies, and regulations that will determine the direction, outcome, 
productivity, and degree of competitiveness from innovation” (HLG-
IPM  2013 ). Strong and effi  cient innovation ecosystems have some sim-
ilarities such as strengths in research areas (regarding both talent and 
excellent research facilities), cooperation between business and research 
centers, public and private partnerships, substantial private investment 
in R&D activities, commercialization of technological knowledge facil-
itating transfer, rapid market use, and patent revenues from abroad. 

 Public administrations have a crucial role in these successful systems 
as they are a source of funds for the initial processes behind research and 
innovation, and also create the right environment to increase their out-
puts and effi  ciency.  

2     A European Perspective on Innovation 
Performance 

 Europe is a key producer of scientifi c knowledge and technological 
breakthroughs but often these are commercialized outside Europe, due 
to global competition for R&D talent and the increasingly global nature 
of innovative enterprises. Th erefore, R&D policies need to focus on 
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 constructing a favorable environment for innovation and commercializa-
tion, which are most relevant for our economies. 

 To address this challenge, the European Union launched in 2010 
“Innovation Union” (EC  2011 ), one of the seven fl agships announced 
in the Europe 2020 strategy (EC  2010 ). It included 34 commitments 
related to the reinforcement of European knowledge base and the reduc-
tion of its fragmentation, the enhancement of the transfer of good ideas 
into market, the improvement of social and territorial cohesion, the 
development of European innovation partnerships, and the coordina-
tion of member states (MS), R&D international cooperation programs 
and activities. It also identifi ed the responsibilities of each actor in the 
European Union for reforming research and innovation systems, and 
measuring the progress made. 

 A recent report from the European Commission (EC  2014a ) states that 
“excellent progress has been made in delivering on each of the Innovation 
Union blocks.” Indeed, many instruments have been launched to address 
the diff erent blocks identifi ed in the “Innovation Union,” such as the fol-
lowing, which will be addressed later in this chapter:

•     Horizon 2020 , the new research and innovation framework program, 
which encompasses all phases of the innovation cycle and has secured 
greater private investment in key technological sectors.  

•    Instruments devoted to ease access to fi nance , such as the Risk- 
Sharing Finance Facility (jointly set up by the European Commission 
with the European Investment Bank Group) or the increase of instru-
ments such as precommercial public procurement.  

•   Th e setup of  innovation-friendly regulations , such as the revision of 
the state aid framework for R&D&I.  

•    Instruments devoted to improve social and territorial cohesion , 
such as Smart Specialization Strategies as an ex ante conditionality for 
investment priorities on R&D and innovation activities.  

•    Development of European innovation partnerships.     

 Th e recent creation of a  European Fund for Strategic Investments  
(EFSI), linked to the launch of an investment plan for Europe (EC 
 2014b ), is also relevant. 
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 It will take some time for the impact of these initiatives on the European 
innovation ecosystem to be known and evaluated. Th eir impact is likely 
to have been reduced, as a result of the global  fi nancial and economic 
crisis. For instance, the quantitative target of the European Union 
established in its strategy, “Europe 2020,” “to invest 3 % of its GDP in 
R&D&I activities” (EC  2010 ) has not been reached and, according to 
Eurostat  (2013 data), 1  only 14 % of EU-28 member states were devot-
ing resources equal or above this value. Th e present postcrisis budgetary 
situation in most member states does not allow for increases in expen-
ditures. Many countries were forced to reduce their investments in this 
sector during the last fi nancial crisis, which has been particularly appar-
ent since 2012. 

 Th e High Level Group on Innovation Policy Management (HLG- 
IPM), established under the Polish Presidency of the Council of the 
European Union has recently undertaken a thorough review of the chal-
lenges the European Union faces on innovation. It identifi ed the need in 
promoting a radical change in European innovation policies “from a nar-
row science and technology orientation to an all-encompassing holistic 
and coherent strategy involving several policy areas, from a diff use to a 
highly focussed division of labor between all the players and stakeholders 
involved” (HLG-IPM  2013 ). As mentioned in the introductory chapter 
of this volume, the HLG-IPM identifi ed seven policy priorities for the 
improvement of the European innovation ecosystem. According to the 
members of this group, the most urgent priority is the improvement of 
policy coherence across the European Union. Th is issue is also a major 
driver for other priorities set up by this group, such as reducing regula-
tory complexity and rigidity, eliminating obstacles to the provision of 
new funding for innovation, reinterpreting competition law, or develop-
ing an inclusive view of intellectual property. Th is chapter focuses on this 
particular topic of policy coherence.  

1    See http://ec.europa.eu/eurostat/statistics-explained/index.php/Europe_2020_indicators_research_and_
development. 



Policy Coherence for Innovation Ecosystems 101

3     Addressing Policy Coherence Across Europe 

 Th e HLG-IPM identifi ed the existing fragmentation in innovation 
 policy through EU institutions and among member states, and between 
them and EU authorities. Coherent public governmental policies create 
a clear framework that will support the innovation process. Th ose poli-
cies should be framed around providing the right business environment, 
including reducing regulatory complexity and rigidity, facilitating indus-
trial and public–private cooperation, and moving into next generation 
technologies and businesses. 

 As member states have developed their overall R&D&I strategies in 
recent years, alignment with the Innovation Union and Horizon 2020 
objectives has increased. Th is is particularly the case of the Spanish strategy 
2013–2020, which shares three of its four pillars with Horizon 2020. Th is 
alignment reduces the fragmentation and incoherence among MS policies, 
with clear benefi ts for improving their innovation subsystems, whether 
through industrial leadership and scientifi c excellence, and the promotion 
of public–private partnerships to address key societal challenges. 

 However, achieving overall policy coherence across Europe is not an 
easy task. To begin with, there is not a uniform European innovation 
ecosystem as revealed the Innovation Union Scoreboard (IUS) (Fig.  5.1 ). 
Th is aggregated indicator refl ects the large diff erences in the performance 
of the innovation subsystems of the 28 member states of the European 
Union. Th e last available report (EC  2015 ) shows a small number of 
“innovative leaders” (four member states), with some “innovative follow-
ers” (seven member states), a vast middle class of “moderate innovators” 
(13 member states), and a few “modest innovators” (three member states).

   Th ese dissimilarities are even more open to public inspection when 
regional innovation ecosystems (EC  2014d ) are assessed (Fig.  5.2 a). Th ese 
geographical divergences have historical and economic grounds: regional 
innovation performance is very much related to the ratio of their GDP 
in regards to the average European Union GDP (Fig.  5.2 b). Th is suggests 
that innovation policies of member states and regions are designed to 
address the particular challenges their systems face within  competitive 
global environment. It is not surprising that the innovative leaders would 
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promote policies to attract talent and investments from across the world, 
including from other European member states, while the modest inno-
vators would promote policies to maintain or improve the talent and 
investments they badly need for the improvement of their system.

   Cultural or historical diff erences are also a barrier to aligning innova-
tion policies across Europe. Less innovative European areas may have 
limited expertise in defi ning proper strategies, policies, instruments, and 
actions for the improvement of their innovation subsystems. Some key 

Innovation leaders

Moderate Innovators

Modest Innovators

Strong innogatiors (Innovation followers)

  Fig. 5.1    Classifi cation of European Union Member States according to the 
Innovation Union Scoreboard 2015 (EC  2015 )       
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actors of their subsystems may not accept they have a role to play in sup-
porting policy makers designing innovation ecosystems. Th ose regions 
will probably face more diffi  culties than other regions as their stakehold-
ers and citizens may not be completely aware of the need to change the 
current drivers of their economy. Th ese challenges have been already 
experienced when developing Smart Specialization Strategies (RIS3), 
which would allow them to spend European Structural and Investment 
Funds (ESIF) for R&D&I activities. 

 Funding also remains a challenge for many less innovative areas, as 
shown in the ratio between public and private share of their GDP in 
R&D&I activities (Fig.  5.3 ). While the overall EU-28 share of the pri-
vate sector is 64.2 % of the total, large diff erences are experienced across 
member states, ranging from 22.6 % (Latvia) to 77.3 % (Slovenia).

   Th ese diff erences aff ect the capability of the system of absorbing the tal-
ent and the scientifi c and technological developments promoted by member 
state public investments in R&D&I. Moreover, it will also limit the  capacity 

  Fig. 5.2    ( a ) Classifi cation of European Union Regions according to the 
Regional Innovation Scoreboard 2014 (EC  2014d ); ( b ) Regional Gross Domestic 
Product (GDP) per inhabitant in NUTS2 regions over the 2007–2009 period as 
percentage of EU-27 average 
 Note : NUTS stands for Nomenclature of Units for Territorial Statistics. NUTS2 
regions have a population ranging between 0.8 and 3 million inhabitants. 
The information provided in Fig.  5.2 b was the basis to establish regional eli-
gibility for structural funds (2014–2020). (Eurostat  2014 )       
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of their systems to absorb innovations performed elsewhere. Th erefore, 
R&D&I member state public policies aimed to improve their innovation 
systems must be tailored to their own characteristics (EC  2014c ). 

 However, coordination and synergies among the approaches developed 
by the diff erent member states to improve their systems will support the 
expansion of the quality and the effi  ciency of the EU innovative system. 
Collaboration between countries on their national R&D&I agendas can 
help, but this needs to be managed in a way that prevents an explosion 
in the number of initiatives, which become impossible for customers to 
navigate or governments to properly manage them. 

 A completely coherent innovation policy across Europe is neither 
feasible nor desirable. However, greater alignment between European, 
national, or regional institutions is badly needed and should be  achievable. 
Many examples can be provided on the lack of internal incoherence of 
policies and actions in this regard. 

 At the EU level, the revision of the state aid guidelines at the European 
level has reduced some of the burdens to R&D&I investments (through 
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reducing thresholds for notifi cation, broadening the categories of aid, and 
allowing greater fl exibility to fi nance innovative businesses). However, 
they still represent barriers for innovation improvement. Furthermore, 
they do not work well with those rules for the European Regional 
Development Fund (ERDF). 

 Similarly, government departments at the member state or regional 
level have developed sectoral policies and regulations to protect or 
enhance particular sectors or areas, resulting in incoherent frameworks 
negatively aff ecting not only the overall innovation performance of the 
administered territory but also their agricultural, industrial, environmen-
tal, and social progress. 

 Th is incoherent approach in public policies related to innovation is 
very unfortunate as public governance is crucial for creating the favorable 
environment that is needed to improve the European innovation ecosys-
tem. In fact, some of the weaknesses the HLG-IPM highlights, such as 
problems of leadership and incoherence of vision and purpose, reduced 
cumulative eff ects and critical mass, infl exible culture of policy making 
and regulatory application, organizational fragmentation, multiple barri-
ers to innovation markets, and the absence of an encompassing systemic 
approach, are behind this. 

 One of the recommendations the HLG-IPM proposed to solve this 
problem is to have an overarching authority with full responsibility for 
innovation and competitiveness within the EU institutions and in each 
member state. 

 In Spain the Council on R&D&I policies was established in 2012 to 
ensure the coordination of the national and regional policies. Th e rel-
evant sectorial national ministers plus regional R&D&I responsible and 
the ones that participate. Th is council has recently approved the new road 
map of Spanish research infrastructures. Th e coordination at a more tech-
nical level is performed through the Network on Public R&D&I Policies 
(REDIDI), which ensures the coordination of regional and national 
programs. Th is network has proved to be very useful for exchanging 
 knowledge, expertise, and good practices related to the defi nition and 
follow-up of regional RIS3. 

 Th e HLG-IPM also identifi ed as a challenge the lack of policy  coherence 
when sectors and clusters are involved. Some eff orts are underway to solve 
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or ease it at the European Union level. Joint technology initiatives have 
been developed, which aim to coordinate and design the actions needed to 
enhance European competitiveness in crucial economic sectors. However, 
their implementation would be improved by allowing a more open com-
petition between the industrial stakeholders directly leading the initiative 
and other agents. Th e development of sector and crosssector perspectives 
to determine where the competitive advantages of Europe may lay dor-
mant, as the HLG-IMP proposed, would probably provide a better frame-
work in this regard. 

 Th ese sectoral visions, which aff ect diff erent national and regional 
departments and many R&D&I actors, including business, are under 
development in some countries. In the case of Spain, sectoral views are 
under development for Transport, Bioeconomy, BioHealth, and Energy. 
Th ese visions will be complemented with overviews considering horizon-
tal issues such as Key Enabling Technologies, ICT, advanced manufac-
turing, materials, or territorial development. Once national and regional 
sectoral priorities are set, after a thorough revision of strengths and weak-
nesses, it will be much easier to achieve the coordination of particular 
programs at the European level. 

 An appropriate environment has to be created fi rst in order to  construct 
such visions. National policies can support technological platforms led by 
business associations where the diff erent actors in a given sector could 
work together to defi ne specifi c programs or actions to achieve those sec-
toral visions. When these platforms are federated at the supranational 
level, they provide an opportunity to support collaboration and coher-
ence within the EU. 

 Th e HLG-IPM identifi ed the implementation of peer review 
 processes as another mechanism by which policy coherence could 
be improved. Th is would enable modifi cation or removal of 
 underperforming  policies and programs. Although some institutions, 
such as the European Commission, are already applying this principle, 
it is not widely spread across R&D&I public national and regional 
administrations.  
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4     National Perspectives: Efforts Made 
to Improve Internal Innovation Policy 
Coherence 

 Since the structure, size, and eff ectiveness of member states innovation 
systems greatly varies across the European Union, the policies developed 
to improve them should be tailored to their specifi c needs. Th erefore, 
each member state must identify those necessities and design the strate-
gies, programs, and instruments that are required to address them. Th e 
internal coherence of those components of public innovation policies is 
highly needed to increase the effi  ciency of the system and thus the overall 
economic growth and employment of a particular country. 

 In this section we focus on a successful initiative carried out by one 
European Union member state, Spain, to improve the internal coherence 
of their innovation policies. 

4.1     The Need for Internal and External Policy 
Coherence in the Spanish Innovation System 

 Spain clearly needs to improve the number and size of innovative 
 enterprises to have a sustainable innovation system able to absorb the 
knowledge generated in the country. It accounts for an 11.3 % 2  of the 
citable European scientifi c production, and has a great potential to be 
transferred to business. Th e Spanish Research Council (CSIC) is the 
eighth and thirteenth best world institution in the number of citable 
publications and number of citations of its publications in the dossiers of 
international patents, 3  respectively. However, CSIC revenues from patent 
licenses just represent 0.13 % of its budget. 

 Th e integration of more and greater innovative companies that could 
take benefi t of the R&D results of Spanish researchers is thus a highly 
desirable objective. When analyzing the world’s top 2,500 companies 
investing in R&D&I, only three Spanish companies are among the top 

2   See  http://www.scimagojr.com . 
3   See  http://scimagoir.com . 

http://www.scimagojr.com
http://scimagoir.com
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100 European investors (EC  2014e ) compared to the 16 UK enterprises 
included in that particular shortlist. Th e increase in the number of strong 
innovative companies would probably be the only means to sustainably 
increase the size of the system as the current private share of the total 
investment performed in Spain in the sector is close to 50 %, away from 
the 65–70 % range recorded in countries leading the European innova-
tion, such as Germany and the UK. 

 Th e Spanish economy would largely benefi t from the increase in the 
knowledge absorption capacity that would be associated with the inten-
sifi cation of private investment in innovation as the Spanish patents and 
associated revenues would also augment, thus providing further fuel to 
the system. It should be noticed that Spain just produced 3.04 triadic 
patents per million inhabitants in 2011, nine times less than UK records 
(OECD  2014 ). 

 New public national policies have been recently introduced to fur-
ther strengthen the Spanish national system, under the overall framework 
set out in the Spanish Strategy on Science, Technology, and Innovation 4  
(2013–2020). Th is seeks to accelerate the internal transformation of 
knowledge into innovation by supporting scientifi c excellence, attracting 
talent, and promoting academia and industry cooperation, while orient-
ing a signifi cant amount of research to address relevant social challenges. 
Specifi c funding instruments have been implemented to support this, 
complemented with other fi nancial instruments designed to leverage 
higher investment from the private sector into R&D&I activities. 

 However R&D&I policies and instruments provided by the Spanish 
central administration are just part of the picture. Th e European con-
text provides an excellent opportunity to increase the size and quality 
of the Spanish system through cooperation and competition with other 
European agents. To best benefi t from this framework, the national poli-
cies and instruments are aligned with Europe 2020 strategy and Horizon 
2020, and the most competitive Spanish agents are encouraged to partici-
pate in its diff erent subprograms. 

 Equally, the regional context is also very important as large diff erences 
in the innovation systems and the economic structure of the 17 Spanish 

4   See  http://www.idi.mineco.gob.es/stfl s/MICINN/Investigacion/FICHEROS/Spanish_Strategy_
Science_Technology.pdf . 

http://www.idi.mineco.gob.es/stfls/MICINN/Investigacion/FICHEROS/Spanish_Strategy_Science_Technology.pdf
http://www.idi.mineco.gob.es/stfls/MICINN/Investigacion/FICHEROS/Spanish_Strategy_Science_Technology.pdf
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Autonomous Communities are quite evident (see Fig.  5.2 ). Th e regional 
authorities are also developing policies and instruments to improve their 
innovation subsystems; some of them are heavily dependent on the use 
of structural funds that the European Union provides. (Spain is the third 
EU-28 member state in receiving such funds, with an 8.1 % share of the 
total cohesion funds envisaged for the 2014–2020 period.) In fact, the 
European Union has required that these funds be used to support exist-
ing regional smart specialization strategies. 

 Th is overall framework provides an excellent opportunity for improv-
ing the coherence of the Spanish innovation system at the regional, 
national, and European level in order to increase the effi  ciency of the 
midterm investments that are to be performed. Figure  5.4  illustrates the 
complexity of the process.

   However, ensuring internal and external coordination and coherence 
of public policies and instruments is not just a Spanish matter, and it 
even exceeds the European context (OECD  2011 ). To address it, the 
Spanish authorities have established the Network on R&D&I Public 
Policies (REDIDI).  

  Fig. 5.4    Coordination of European, National and Regional public policies 
and instruments to improve the Spanish innovation system
 Note : author’s compilation and graphic account       
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4.2     The Spanish Network on R&D&I Public Policies 
(REDIDI) to Reinforce Internal and External 
Coherence Public Policies 

 Th e Network on R&D&I Public Policies has been established to:

•    promote the design, implementation and further development of the 
adequate frameworks for public support to innovation;  

•   increase the effi  ciency of the funding mechanisms provided at the 
regional, national, and European levels for implementing the existing 
R&D&I public policies, avoid potential overlaps in the defi nition of 
programs, and usage of resources;  

•   increase the cooperation among the diff erent administrative levels, 
generate synergies;  

•   improve the information systems and channels;  
•   propose ways of improving the usage of the diff erent funding schemes 

(especially ERDF funds), and prioritize knowledge or sectoral areas.    

 It was launched back in 2011 and is presently chaired by the Spanish 
Ministries of “Economy and Competitiveness” (MINECO, respon-
sible of the R&D&I policy at the national level) and “Finance and 
Public Administrations” (MINHAP, responsible of the management of 
the ERDF funds at the national level). Th e Network encompasses the 
Territorial Agents of Innovation (TAIs) designed by each autonomous 
community, with each regional administration designating two TAIs, 
one responsible for R&D&I policies and the other for the management 
of ERDF funds. Th e mission of the TAIs is to ensure the integration 
of the regional strategies on innovation with the existing policies and 
funding instruments at the supraregional level. Th e technical secretar-
iat of the Network is supported by the Spanish Foundation for Science, 
Technology, and Innovation (FECYT), a body of MINECO. 

 In the last 3 years, REDIDI has had a very relevant role by provid-
ing support for the development of the regional smart specialization 
strategies (RIS3), preventing potential overlaps and promoting syner-
gies, while ensuring coherence with the National Strategy on Science 
Technology and Innovation. It provides the forum for disseminating 
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good  practices and fi nding synergies across the diff erent  administrations 
on the  implementation of regional R&D&I policies, and the use of 
ERDF funds. 

 Since 2014, it has also been active in providing guidance for RIS3 
implementation by organizing thematic interterritorial forums devoted 
to specifi c items related to innovation, covered on a variable geometry 
basis by the TAIs designated by the diff erent regions. To date, the fol-
lowing issues have been covered: interregional cooperation on agriculture 
and innovation, design as a leveraging tool for innovation, innovation on 
tourism, follow-up and evaluation of RIS3 regional strategies, water and 
innovation, energy and innovation, and health and innovation. 

 Th e European Commission has acknowledged the Spanish Network 
on R&D&I Public Policies as a case of good practices in coordinating 
public policies (EC  2012 ,  2014f  ).   

5     Conclusion 

 Eff orts are underway to improve the European Union innovation ecosys-
tem, aiming to enhance an effi  cient and eff ective transfer of the wealth 
of knowledge it generates into the market. Public administrations play a 
crucial role in this regard, as their R&D policies may contribute to create 
the right environment to achieve this goal. 

 Fragmentation in innovation policy through EU institutions, among 
member states, and between them and EU authorities has been iden-
tifi ed. Th erefore, increasing R&D policy coherence is a most desirable 
objective. However, the EU innovation system is actually composed of a 
series of national and regional subsystems that present great dissimilari-
ties in terms of size and robustness. Th ose contrasting diff erences deter-
mine diff erent approaches of public policies in each territorial domain, 
making it unfeasible to reach a completely coherent innovation policy 
across Europe. 

 Nevertheless, the EU innovation system would highly benefi t from 
increasing the internal coherence within each administration level (i.e., 
EU, national, and regional) in regards to the policies and instruments 
that may have an impact on R&D&I issues. While an overarching 
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R&D&I authority coordinating all those policies would probably be the 
best option to achieve this goal, more realistic coordination instruments 
have been already implemented in some countries, such as high-level, 
interdepartmental bodies. 

 Th e EU innovation system would also largely benefi t from a better 
alignment of the direct and indirect funding instruments provided by 
the EU, and the national and regional authorities to promote R&D&I 
activities. Th e establishment of a network of national and regional pub-
lic administration offi  cers responsible of launching relevant policies and 
managing those instruments has proven to be eff ective in this regard, not 
only helping to design those policies but also providing the appropriate 
forum to exchange visions, experiences, and cases of good practices.      
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vation and R&D at the EU level, problems persist today concerning a 
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 Th e chapter argues that too much fragmentation exists among inno-
vation funding/fi nancing approaches in a multilayered Europe Union 
and that the way funding is channeled into markets and innovative 
activities must be improved. European cooperation is, on average, not 
yet investing suffi  ciently in R&D and has not fully adopted an open 
innovation approach. Moreover, there is a need to develop new ways of 
fi nancing innovation and to broaden the public funding approach. Th e 
options to achieve this include: more coordination/cooperation on R&D 
investments; a broadening of the traditional R&D funding approach; 
a  portfolio approach and “big projects”; innovation bonds; innovation 
taxation strategies; new mechanisms for incubator and seed capital; fund-
ing for PPPs and BUPs; and unorthodox ways of raising venture capital. 

1     Explaining Financing Needs and Sources: 
Innovation Financing/Funding Models 
and the Emergence of Open Innovation 

 Before turning to present EU innovation funding and fi nancing 1  endeavors, 
including their shortcomings and innovative solutions to address the gaps 
and bottlenecks, this chapter will off er thoughts on the need for innovation 
fi nancing, the diff erent sources of funding for innovation, innovation mod-
els, the importance of R&D expenditures, and the conversion of knowledge 
into growth as well as the emerging role of open innovation processes. 

 Th ere seems to be a broad agreement among academia, business, 
and policy makers alike regarding the potential of innovation policy 
to strengthen competitiveness, economic growth, and job opportuni-
ties. But since innovation in businesses and public sectors are rooted in 
constantly changing and evolving environments, requiring complex and 
adaptive policy and fi nancing models, while also taking regional diff er-
ences into account, there is a general uncertainty in decision-making 
circles concerning how innovation is best promoted. While recognizing 
the contextual and geographic variance in innovation performance and 

1   Th e distinction between funding and fi nancing is bold, and often used interchangeably, since both 
contribute to creating effi  cient investments for innovative activities. Yet, funding is related to pro-
viding sources/resources/revenue streams for projects in particular, while fi nancing to a greater 
extent relates to fi nancial arrangements related to debt (bonds and loans) and equity. 
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business specialization and needs, it requires a greater understanding of 
how innovation support strategies can be developed and implemented, 
and under which circumstances, including from policy management and 
funding/fi nancing perspectives. Th is set of challenges and critical ques-
tions are the focal points of this chapter. 

 From a policy viewpoint, innovation fi nancing and funding should fi rst 
and foremost be oriented toward the sectors and the types of companies 
that off er the most promising future forecasts for growth and employment 
creation in Europe. Industrial conglomerates and large national champi-
ons have had since the post-World War II era a very dominating role in 
the European economy (Eichengreen  2006 ). Rooted in and facilitated 
by the economic and social institutions of the Golden Age of Industrial 
Capitalism, including government support and favorable investment con-
ditions, they have been critical to Europe’s economic performance, employ-
ment, and GDP. Small and medium-sized enterprises (SMEs) have similarly 
accounted for a disproportionally large share of value added and jobs, in 
particular SMEs in Europe’s private sector (European Commission  2012b ). 
SMEs were however hard hit during the fi nancial crisis, subject to rising 
costs of credit and limited access to fi nancing. On this background, SMEs 
have received priority from European governments, seeking to ease access 
to fi nancing, address regulatory burdens, and improve SME investments. 

 While recognizing the fundamental role of large companies and SMEs 
for future growth and job creation, experiences from the USA off er an 
interesting perspective in this respect. Here, job creation, one of the key 
objectives of any growth policy, was increasingly driven by young, leaner, 
and more innovative fi rms. In 2010, Th omas Friedman, Pulitzer-prize- 
winning journalist, analyzed the root causes for US job creation between 
1980 and 2005; he reported the Kaufman Foundation’s data, noting that 
“virtually all net jobs created in the US were created by fi rms that were 
5 years old or less. […] Th at is about 40 million jobs” (Friedman  2010 ). 
According to this analysis, the key ingredient of the US entrepreneurial 
system is the availability of “smart, creative, inspired risk-takers” who 
are either grown in the USA or are highly skilled immigrants attracted 
by America’s “vibrant and meritocratic university system” (  http://www.
nytimes.com/2010/04/04/opinion/04friedman.html    ).  OECD research 
further supports this by highlighting that age, rather than size, best 

http://www.nytimes.com/2010/04/04/opinion/04friedman.html
http://www.nytimes.com/2010/04/04/opinion/04friedman.html
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accounts for the overall variation in employment creation and job reloca-
tion, when comparing fi rms with similar characteristics (OECD  2009 ). 
In particular technology-driven start-ups—enabled by online and web 
technologies, which have taken advantage of the many new and promising 
ways of adding value, reducing costs, and entering markets—are  playing 
an increasing role in driving growth, jobs, and innovation (Mettler and 
Williams  2012 ). 

 Using a business life cycle approach to further contextualize and iden-
tify funding and fi nancing needs and opportunities, the investments 
work in diverse ways during the diff erent stages of a given business, such 
as through the research stage, development stage, start-up stage, and 
growth/exploitation stage, with the funding or fi nancing itself coming 
from the public sector (such as the European Commission and national 
and regional authorities), banks, and/or private sources of fi nancing. Th is 
distinction between phases are important for the design of well-targeted 
innovation fi nancing schemes and policies, since they have a defi ning role 
for actual fi nancing needs, types of funding sources, and providers acces-
sible. In this context, some major fi nancing instruments for promoting 
innovation include bank loans, grants, subsidies, business angel investing, 
venture capital, corporate venturing, crowd funding, and tax incentives 
(OECD  2011 ). Grants, subsidies, business angel investing, and crowd 
funding are important at the early stages in order to raise capital and seed 
funding for innovative start-ups and SMEs. 

 During the late expansion stages, venture capital and corporate venture 
capital become increasingly important, focusing on a more lengthy time 
span for investing. A key characteristic of venture capital investments is 
their concentration in rather limited geographical areas. Analyzing data 
from Ernst and Young ( 2014 ) and CBInsights ( 2015a ,  2015b ), we see 
how more than half of global venture capital investments take place in 
California (mainly in Silicon Valley and San Diego). Second and third 
ranked, respectively, are the Greater New  York area (close to 9  %) and 
Massachusetts (slightly more than 8 %). In other words, the closer inno-
vations come to the market, the more localized their fi nancing sources 
are—usually at the regional level, not at a national or continental one. 
Innovation is increasingly more strongly related to regional innovation eco-
systems (Cooke  2005 , p. 1131). Th is is the spatial dimension that better fi ts 



Funding and Financing: Fresh Thinking Required 119

the needs of open innovation strategies: regional innovation systems are 
networks “capable of supporting numerous clustered and non-clustered 
industries” (Cooke  2005 ). Th ey enable global companies to bypass their 
internal knowledge asymmetries; here, multinational fi rms establish strong 
links through controlled, but autonomous, research institutions, located 
in strategic regions where the most advanced knowledge required for their 
business is available. Th e combined presence of innovative fi rms and lead-
ing research institutions—and active collaboration within them—in a 
region or in a metropolitan area, was recognized as one of the drivers of US 
employment (Moretti  2012 ). Again, the role of universities and research 
institutions as catalysts of employment through innovation emerges; the 
University of California is a good example: its economic impact was esti-
mated in $46.3 billion every year, compared with public investments of 
only $3.5 billion (University of California  2012 ). 

 To put innovation funding and fi nancing in perspective, and with a 
view to understand how and when funding matters, the range of innova-
tion modeling processes portrayed in the literature requires a brief intro-
duction. Th e traditional innovation model takes a point of departure in 
scientifi c research as the basis for innovation. It suggests that technical 
change occurs through a linear process following, research, invention, 
innovation, diff usion, and marketing (Godin  2005 ). From this perspec-
tive, innovation can be understood as the conversion of knowledge into 
economic growth. According to an old debate, the linear innovation 
model can be steered by a “technology push” where new technological 
advances—enabled by scientifi c discovery or R&D—leads to innovation 
in products and services and their successful commercialization and by 
“demand pull,” which has market demand as the starting point, since it 
subsequently encourages innovative endeavors. 

 Th e rather simplifi ed linear account on innovation processes is widely 
recognized as failing to fully account for the complexity and variety of 
innovation advancements, which has led to newer innovation models, 
such as the phased and coupling/cyclical innovation models. Whereas the 
phased innovation model is based on the fact that innovation projects go 
through sequential phases, facing many “gates” or challenges that must 
be addressed during the process, the coupling/cyclical innovation models 
incorporate interactions and feedback loops throughout the innovation 
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value chain between developers, researchers, manufacturers, etc., which 
require the developers to reevaluate, even sometimes repeat, the previ-
ous steps in the process, potentially requiring new research and develop-
ment. Innovation ecosystems, such as the regional innovation systems 
 previously mentioned, are the most appropriate environments to success-
fully host cyclical innovation models. 

 Innovation funding should therefore be coherent with the diverse 
variables of innovation processes. First, concerning private versus pub-
lic R&D, industry-led R&D has a stronger impact on economic growth 
than government-led R&D. According to the OECD and Eurostat data 
on 16 Western European countries plus South Korea and the USA dur-
ing 2005–2013, we found a higher correlation between the average busi-
ness R&D investments (as a percentage of GDP) and the average yearly 
GDP growth in the same period, compared to government R&D invest-
ments. Second, in terms of knowledge- versus market-driven R&D, cor-
porate R&D investments are performed for a multiple set of purposes; 
for example, the decision to open a new R&D subsidiary can be both 
technology and knowledge driven, or based on market proximity purposes 
(Keummerle  1997 ). Th ird, turning to the innovativeness of businesses, 
SMEs are usually more innovative than the bigger ones (Hamel  2000 ), 
and in some industries, like pharmaceuticals, they proved to be more eff ec-
tive in successfully deploying R&D to the market (Deloitte  2014 ). Last, 
the geographical scope of funding: regional, national and transnational. 

 Science and scientifi c knowledge not only provide a source of inspira-
tion and discovery for business models, but also evidence that guides and 
supports policy making. Modes of R&D funding, excellence in research, 
and public–private partnerships are, together with commercialization 
of new know-how, some key impediments to achieving top innovation 
performance (European Commission  2015b ). As the Innovation Union 
Scoreboard 2015 also provides evidence for, a robust innovation econ-
omy requires national innovation systems with strengths in all dimen-
sions. In this context, R&D expenditure and well- targeted business 
accelerators can, for example, have a profound impact on fi rms’ innova-
tion and employment performance as well as research output and qual-
ity. One example, referring to US practices for accelerators, data show 
how the success rate of innovative start-ups accelerated in programs 
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like Y-Combinator or Tech Stars, is up to 75  % higher than average 
Silicon Valley data (Kula  2013 ). In addition, R&D fi gures for Europe 
suggest that the eff orts that countries make in terms of input are paid 
back through improved innovation outputs creating added value. Th e 
countries who invest the most on R&D expenditures also have some 
of the best performances in innovation and competitiveness (European 
Commission  2015b ). 

 Innovation policy is however not only about R&D expenditures or R&D 
policy—far from it. Th is is just the start of a long and complex process 
involving a wide range of factors and actors that need to be supported and 
incorporated into the innovation funding and policy framework. Crucially, 
innovation, funding, fi nancing, and investments must be transformed into 
the market context. Th is view has gained increased acceptance, and inter-
national and national Western policy regimes no longer consider innova-
tion policy solely as a function of money spent on research activities and 
related programs. As a matter of fact, innovation is “the successful exploita-
tion of new ideas,” p. 143. Th e successful exploitation of a new ideas relates 
to diff erent forms of innovation—product, process, organizational, or mar-
keting innovations (Pittaway et al.  2004 ), a defi nition that goes far beyond 
R&D. Th is explains what we previously mentioned about R&D funding: 
corporations are investing in R&D not just as a means of new knowledge 
acquisition but as the opportunity to develop new products and services 
that meet the needs of specifi c markets. However, although R&D does not 
automatically lead to innovation in markets, and nonfi nancial means of 
supporting innovation are equally important, it nonetheless performs an 
important and rather crucial role in the innovation process. 

 Th e traditional R&D-centered approach for innovation has shown its 
limits in terms of both effi  ciency and eff ectiveness. In terms of effi  ciency, 
research shows that only a limited number of patents are transformed 
into successful products or services (some companies have up to 90 % of 
unexploited patents in their portfolios) (Chesbrough  2003 ). Patent pro-
duction is also getting less effi  cient. Dividing the annual R&D budget by 
the number of PCT patent application of some leading Western coun-
tries, we noticed an average increase of 27 % between 2006 and 2011. 
Looking at the pharmaceutical sector, data show an 86 % decrease of suc-
cessful registrations of new drugs out of the R&D pipelines between 1990 
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and 2004 (Pamolli et  al.  2011 ). Open innovation is the new strategic 
approach that overcomes the decreasing performances of the traditional, 
R&D-centered one. Th rough this model “a company commercializes 
both its own ideas as well as innovations from other fi rms and seeks ways 
to bring its in-house ideas to market by deploying pathways outside its 
current businesses.” Corporate internal R&D is therefore part of a wider, 
networked set of players, both internal and external, of a specifi c fi rm 
that generates new ideas, carries out prototyping, and brings them into 
the market; such networks include universities, other public and private 
research institutions, start-up companies, and venture capitalists, etc. 
Such networks or  ecosystems  are much more localized and, at the same 
time, able to attract the best talents and the majority of investments on 
a global range. For example, this is the case of life science innovations in 
Basel, Switzerland, or Massachusetts in the USA (Cooke  2005 ). 

 Against this background, there is a need to move away from linear think-
ing toward a more holistic approach to innovation fi nancing, taking into 
account the interactions of the various actors and factors in the innovation 
environment. Indeed, innovation poses very complex governance chal-
lenges that call for complex management processes and at the same time 
rigorous planning, while keeping in mind that innovation is not fully man-
ageable. Innovation funding also requires looking at the entire value chain, 
from research to market, including crossfertilization between sectors.  

2     A Prudent First Step: R&D Target Setting, 
Collaboration, and Close-to-Market 
Activities 

 During the last 20 years the EU has developed an R&D policy, while also 
been trying to align it with the innovation and research-related activities at 
member state level. Commitments have been made to stimulate and promote 
innovation and knowledge investments. Th e EU budget’s innovation funds 
have multiplied during the previous decades and have been supplemented 
with the use of quantitative target setting for R&D investments (such as 
the 3 % objective for R&D spending). A wide range of crosscutting initia-
tives and policies have been designed and implemented by the European 
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Commission to support and provide funding and fi nancing for innovation 
activities throughout Europe. Th ese include, but are by far not limited to, 
Europe 2020, Innovation Union, Horizon 2020, European Research Area 
(ERA), COSME, and the SME Instrument. Th ey have been complimented 
with eff orts to improve the monitoring, evaluation, and sharing of best 
practices on innovation policy and performance (at international, national, 
and regional levels) with a view to broaden the knowledge base and to better 
assess and develop the most suitable innovation systems at the various scales. 
Before we address respectively the challenges to innovation funding/fi nanc-
ing in Europe, the shortcomings and bottlenecks of existing policy eff orts, 
which hinders Europe from taking full advantage of innovation activities, 
as well as forward-looking measures to correct them, we will shed light on 
some of the main EU fi nancing/funding-related initiatives. 

 As a broad and encompassing 10-year strategy, Europe 2020 seeks 
to boost and strengthen the economic performance of the member 
states through greater coordination, ambitious target setting, and fl ag-
ship initiatives. Th e Innovation Union is one of the three fl agship ini-
tiatives for smart growth envisaged by the Europe 2020 strategy. Th e 
strategy’s objectives are to help Europe develop world-class science, to 
remove obstacles to innovation, and to further support public and private 
cooperation (European Commission  2014 ). A tool specifi cally concen-
trating on collaboration within the EU 2020 Innovation Union is the 
European Innovation Partnerships (EIPs), which bring together public 
and private actors in EU, national, and regional innovation, and R&D 
activities, as a strategic tool to “break down silos” and “capture new cross- 
sectoral value chains” (Independent Expert Group  2014 ). According to 
the review of the Independent Expert Group, while the EIPs lack a clear 
strategy for prioritization and an ecosystem approach to delivery, the tool 
has a signifi cant potential to align priorities and leverage existing invest-
ments by bringing partners together (Independent Expert Group  2014 ). 
Furthermore, the Innovation Union is implemented through diff erent 
action points and instruments, including in particular the Horizon 2020 
framework program. Th e Horizon 2020 research and innovation pro-
gram has a budget of almost €80 billion over a 7-year period (2014–
2020), the largest of its kind adopted by the EU, and accounts for a 
budget increase from €50 billion in the previous program to €80 billion. 
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Th e Horizon 2020 program rightly emphasizes research and innovation 
as integral to achieving growth, employment, and sound macroeconomic 
performance. 2  As a fi nancial instrument, Horizon 2020 seeks to promote 
excellence in science, to develop capacity to deal with societal challenges, 
and to enhance industrial performance, for example, through invest-
ments in key enabling technologies. 

 Horizon 2020 is further supported by the Structural Funds. Th e funds’ 
main objectives are to reduce regional disparities between EU member states, 
but increasingly they have also been oriented toward developing regional 
innovation and research capacity. A reform of the funds has attempted to 
streamline the focus areas toward fewer investment objectives—aligned 
with the Europe 2020—such as innovation, entrepreneurship, ICT devel-
opment, and human capital (European Commission  2012a ). Th e European 
Regional Development Fund, together with the European Social Fund, is 
responsible for the  allocation of the fi nancial assistance. Th e Investment 
Plan for Europe is another recent development at the EU level through 
which the European Investment Bank, a major provider of risk capital in 
Europe, has taken a more prominent role in the European innovation land-
scape. As part of the measure, the European Fund for Strategic Investments 
(EFSI), established on the basis of joint cooperation and funding between 
the European Commission and EIB, seeks to address present investment 
gaps and market failures in risk taking. Specifi cally, it seeks to mobilize 
private fi nancing for strategic investments in such areas as strategic innova-
tion, infrastructure, energy, and SMEs. Th e EFSI is supported with €16 
billion from the EU budget and €5 billion from EIB, and is estimated to be 
able to yield around €315 billion extra, due to a mobilization of additional 
fi nancing from private sources and member states and a multiplier eff ect of 
real investment in the economy (European Commission  2015a ). 

 Th e SME instrument 3  has been set up under Horizon 2020, with funds 
dedicated for high-potential SMEs for close-to- market activities in terms 
of product, process, or service innovations. Th ree billion Euros in fund-
ing is available from 2014 to 2020. Th rough the instrument, SMEs have 

2   See also R.  Frietsch, C.  Rammer, and T.  Schubert, “Heterogeneity of Innovation Systems in 
Europe and Horizon 2020,” in  Intereconomics , Vol. 50 (1), January/February 2015, pp. 4–30. 
3   For more about the relation between the SME Instrument and Horizon 2020, see  https://ec.
europa.eu/programmes/horizon2020/en/h2020-section/sme-instrument . 

https://ec.europa.eu/programmes/horizon2020/en/h2020-section/sme-instrument
https://ec.europa.eu/programmes/horizon2020/en/h2020-section/sme-instrument


Funding and Financing: Fresh Thinking Required 125

access to business innovation grants (related to feasibility assessment, inno-
vation development, and demonstration purposes), business mentoring, 
and a range of innovation support services. In the growing role that SMEs 
have in Horizon 2020, while also keeping in mind complementary pro-
grams such as, in particular, the Program for the Competitiveness of SMEs 
2014–2020 (COSME), which has its own SME funding tools, the cre-
ation of the SME instrument is part of general tendency, observed during 
the last decades, for the European Commission to give SMEs—whether 
cash-strapped or in need of a boost for breakthrough innovation—a solid 
helping hand with fi nancing and funding. Th e move is coupled to SMEs’ 
high share of employment and the curtailed bank funding supply for SMEs 
which, after the fi nancial crisis, still remains fragile (Muller et al.  2014 ). 
But it can partly also be explained by SMEs’ aptitude to deliver inno-
vations, for example, in relation to ICT-based, EU-funded research and 
innovation projects (De Prato et al.  2015 ). Th e SME Instrument has been 
drawing inspiration from the US SBIR program, which equally attempts 
to address the funding shortage for early-stage and high-risk research. 
According to C. Wessner’s SBIR review ( 2015 ), some lessons learned from 
the US SBIR program include that just 2–3 % of funded SMEs are big 
hits and that continuity of policy action and a clear understanding of what 
makes up success are important for the commercialization rate of the solu-
tions developed. In a nutshell, and with a view to summing up, many 
positive steps have been taken at the EU level to develop and redefi ne 
innovation fi nancing/funding instruments, also in terms of deepening and 
widening the mechanisms available for supporting innovative activities in 
the European business world and among public sectors.  

3     Persistent Innovation Funding 
and Financing Problems: Fragmentation 
and Need for Prioritization 

 Although a number of prudent steps have been taken to improve the 
funding and fi nancing of innovation, a number of problems exists today. 
Following our previous considerations on the evolution of innovation 
models, we might notice how innovation fi nancing can be improved in 
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terms of resources availability but, more important, we need to make a 
shift in the paradigms used to allocate resources. 

 Th e EU’s quantitative target of investing 3 % of its GDP into R&D has 
not been achieved, save one member state. Th e present situation—a situ-
ation of budgetary scarcity—in many member states also hardly allows 
for any signifi cant increase in R&D spending. Th e fi nancial crisis has led 
to a decline in R&D spending within most member states, albeit with 
signifi cant diff erences between countries, sectors, and actors (European 
Commission  2013a ). Recognizing the constraints on public budgets, any 
viable and long-term solution requires fi nding alternative ways to access 
additional public spending. In this context, the European Commission 
has acknowledged the many problems linked to a declining innovation 
spending for future competitiveness and that public and private R&D 
investments are key for economic performance (Ibid), although R&D 
investments must be converted into market value. 

 Th ere is an overall need to increase R&D funding to keep European 
competitiveness: the share of global R&D investments of 34 European 
countries dropped by 6 % between 2012 and 2014 (Batelle  2013 ), repre-
senting a potential threat for European economic growth forecasts. But it 
is not just a question of total investments: the 3 % target should also be 
carefully analyzed into its main components, increasing those more linked 
to economic growth. As a matter of fact, the impact of R&D invest-
ments varies based on who is driving them. Th e correlation between aver-
age R&D investments in percentage of GDP and average GDP growth 
between 2005 and 2013, performed on 16 Western European countries 
plus South Korea and the USA, gives us some interesting indications 4 ; 
business R&D investments have a higher impact than government ones, 
while foreign business R&D investments are even more correlated to 
economic growth. Th erefore, countries willing to grow should have a 
higher presence of corporate investments in R&D and should be able to 
create an attractive environment for foreign fi rms to create and develop 

4   Analysis based on Eurostat and OECD data for the following countries: Austria, Belgium, 
Denmark, EU-28 average, Finland, France, Germany, Greece, Ireland, Italy, the Netherlands, 
Norway, Portugal, South Korea, Spain, Sweden, Switzerland, the UK, the USA. Eastern European 
countries were not included as economic growth was considered to be biased by their inclusion in 
the single market. 
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local R&D units. Another interesting fi nding from the analysis 5  con-
cerns the EU Commission’s funding of R&D: this variable was found 
to have a negative yet limited correlation. In other words, the higher EU 
Commission R&D fi nancing, in percentage of GDP, the less GDP grew. 
Th is fi nding is partial and biased by the fact that the economic impact of 
any R&D funding policy is expected to be delayed, given the signifi cant 
amount time required to develop and bring new ideas into the market. 
However, it indicates the need to rethink and reshape European R&D 
funding models. 

 Th e fi nancing of innovation is challenged by a risk propensity, fi scal 
disincentives, discontinuity, and absence of perseverance in R&D and 
innovation policy making. Th e EU must continue its agenda to elimi-
nate obstacles for innovation funding. Improved cooperation is needed 
between actors in the public and private spheres, which necessitates fi nd-
ing new ways to promote closer cooperation between stakeholder agendas, 
in particular between public policy objectives and commercial business 
models. Financing mechanisms such as Horizon 2020 and the Structural 
Funds also require further coordination to overcome a high degree of 
fragmentation, in order to take full advantage of research and innova-
tion processes. Th is is a challenging task, given institutional complex-
ity and requires cooperation between EU, national, and regional actors 
within their own areas of competence. An effi  cient cooperation will help 
to ensure a more rapid market use and eff ective knowledge transfer; it 
would also help to focus resources in the most promising projects and not 
merely distributing them without any critical selection and review. Data 
collected by the ERA (ERA) indicate that government R&D funding 
in European countries lacks alignment with key principles of European 
funding policies: just 1 % of national resources are provided to transna-
tional R&D projects within EU countries and only 0.7 % is off ered for 
non-EU ones (ERA 2014). Moreover, only 2 % of government R&D 
funding is dedicated to project-based R&D with peer review selection 
carried out by foreign reviewers. 6  Put diff erently, European national gov-
ernments are too self-referring in their R&D funding, which leads to a 

5   Our analysis of CBInsights data. See  www.cbinsights.com . 
6   Eurostat data analysis. 

www.cbinsights.com
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signifi cant waste of resources, in particular with respect to bigger coun-
tries like the USA or China that can focus their funding in a more effi  -
cient way, making their R&D policies more eff ective, vis-à-vis European 
ones. 

 Th e need for more coordination in funding is not only limited 
between EU and member state institutions. Open Innovation is a net-
worked model that works only if all partners are cooperating in bringing 
new ideas to the end markets. From this perspective, Europe has a sig-
nifi cant gap with Japan and the USA: the EU recorded 36.2 public–pri-
vate copublications between two or more sectors (universities, research 
institutes, industries) per million (population) against 56.3 in Japan and 
70.2 in the USA (European Commission and Deloitte  2013 ). Increased 
incentives could thus be given to universities for spending a larger part of 
their public research funding on public–private partnerships or on busi-
ness–university partnerships. Th e need for public–private partnerships, 
including crossborder cooperation between research centers, also needs to 
be driven more by needs and benefi ts than artifi cial funding requirements 
at the EU level. 

 To focus innovation policy mainly on SMEs overlooks the role of the 
corporate “locomotives” and their leverage in the supply and distribution 
chains. SMEs are indeed important for innovative activities, since they 
create new knowledge. We previously mentioned how innovative SMEs 
have been the main driver of US employment (Friedman  2010 ) and their 
leadership in bringing radical innovation to the market (Hamel 2010). 
However, data from CBInsights indicate that only a very limited num-
ber of European SMEs were able to become global leaders: that Europe 
accounts for only 11 % of global start-up fi rms valued more than $1 bil-
lion (and thus part of the “unicorns’ club,” i.e., companies that achieve 
a valuation of at least $1 billion), compared with 64 % of the USA and 
19 % of China. 7  In terms of initial public off erings (IPOs) of innovative 
start-up fi rms supported by venture capital funds, Europe accounted for 
55 operations versus 61 in China and 105 in the USA (Ernst and Young 
 2015 ). Only a very limited group of innovative SMEs are able to reach 
dimensions suitable for the stock exchange market: in the majority of 

7   Analysis on Volans Venture, CBInsight, E&Y, and World Bank data. 
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cases, such companies are acquired by bigger corporations that can fur-
ther boost the market success of these innovations. Th is happens in 77 % 
of cases in Europe and in 82 % of cases in the USA. Eventually, innova-
tive start-up fi rms and venture capital are tools of corporate open innova-
tion processes: without their investments, the process of innovation will 
not successfully reach the market in three- quarter of cases. 

 We previously highlighted the relevance of business-driven R&D for 
economic growth, especially foreign investments. Here we noticed that 
corporations are the main driver of innovation’s successful market exploi-
tation through the acquisition of innovative, venture-capital-backed, 
SMEs. Corporations are also becoming more and more engaged in direct 
investments in innovative SMEs through their corporate venture capi-
tal arms. In all these three activities of open innovation (R&D, acquisi-
tion, and corporate venture capital), Europe is far below the levels of the 
USA and other comparable competitors. Business R&D expenditures, 
in percentage of GDP, are 60 % higher in the USA than in the EU-28. 
Moreover, South Korean corporations invest, in percentage of GDP, 
240 % more than average European ones. 8  

 Acquisitions in Europe are also lower, both in number and value, com-
pared to the USA: 181 against 483 operations with an average value of 
€70 million in Europe compared with nearly €200 million in the USA 
(Ernst and Young  2015 ). European corporate venture capital is far behind 
the US levels: total investments as a percentage of GDP are nearly 470 % 
higher in the USA than in Europe. Th e limited acquisition and corpo-
rate venture capital markets do not only hinder corporate innovation, 
but also represent a threat for the European venture capital industry and 
the overall European innovation policies too. First, without a market for 
acquisitions, European venture capitalists cannot have the same fi nan-
cial performances relative to their US or Chinese competitors: the lower 
the exit opportunities and values the lower the average internal return rate. 
Consequently, European venture capitalists are less attractive for foreign 
investors. Second, in order to bypass the constraints of the European acqui-

8   See also High Level Group on Innovation Policy Management ( 2014 ):  Th e way forward to improve 
people ́  s lives :  Inspiring and Completing European Innovation Ecosystems , August 2014, for a discus-
sion on the potential of defence R&D to support innovation in Europe. 
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sition market, venture funds are looking for exits in the USA. To put it 
slightly diff erently, European ideas, founded by European money (includ-
ing public money from the European Investment Fund and from national 
funds of funds are funds investing in other funds), become a competitive 
asset for non-European corporations. Th ird, the limited presence of cor-
porate venture capital makes it harder for innovative SMEs to grow in 
Europe. Corporate venture capitalists do not only bring money but they 
provide industrial support to their portfolio companies, and always oper-
ate in syndication with other venture capitalists (McMillan et al.  2010 ). 
A small corporate venture capital market means lower industrial men-
toring of innovative SMEs and limited co-investment opportunities for 
European venture capitalists. In summary, European corporations need 
to invest more in direct R&D, acquisitions, and corporate venture capital 
operations, and specifi c European incentives and funding schemes could 
be designed and implemented. 

 Lastly, we should notice the role of R&D funding for defense pur-
poses. California and Israel, the global areas with the highest inno-
vation density, have been driven by government support for defense 
R&D.  Th e percentage of government budget appropriations or out-
lays for R&D dedicated to defense is 4.41 in Europe against 52.71 in 
the USA and 14.78  in South Korea. 9  A signifi cant number of civil 
technologies, even consumer technologies, derive from defense ones. 
Furthermore, the boundary between defense and civil technologies are 
often weak: cryptography (used for cyber security), drones, and navi-
gation systems are just a sample of them. Developing technologies for 
defense applications often requires capacity to operate in highly hostile 
and extreme environments: their design must therefore be so robust 
that their application for civil purposes requires few investments. Th e 
diff erences in defense policies and strategies among European mem-
ber states, and the lack of a common defense system in the European 
Union, prevents the development of a common defense R&D funding 
program that could prove very benefi cial to the overall innovation per-
formance of the EU.  

9   OECD data. 
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4     Therefore, New and Alternative Models 
for Financing Innovations Need 
to Be Developed—A Broadening 
of the Public Financing Approach 

 European Institutions have recognized open innovation models as a prom-
ising strategy for economic growth. In a recent speech, Carlos Moedas, the 
EU Commissioner for Research, Science and Innovation, gave a clear vision 
of the European strategy for innovation:

  Open innovation is about involving far more actors in the innovation process, 
from researchers, to entrepreneurs, to users, to governments and civil society. 
We need open innovation to capitalize on the results of European research and 
innovation. Th is means creating the right ecosystems, increasing investment, 
and bringing more companies and regions into the knowledge economy. I 
would like to go further and faster toward open innovation (Moedas  2015 ). 

 Th e path toward an open innovation strategy for Europe needs a rede-
sign of innovation policy management. Innovation funding should be 
coherent with the multiple perspectives of an innovation ecosystem and, 
in order to be eff ective and effi  cient, it should address them in a holistic 
way. Horizon 2020 and its SME program, the development of the ERA 
and other recent programs represent a signifi cant step forward, but further 
evolution of these and other tools is needed. It’s time to move from a tra-
ditional, government-funded, R&D fi nancing tool to a wider spectrum 
of actions: coherence and focus of such actions at all levels (European, 
national, and regional) will be mandatory to overcome today’s lack of 
effi  ciency and eff ectiveness. 

 Following the US experience (Friedman  2010 ), Europe needs to become 
a more attractive place in the world for the smartest people. European uni-
versities could off er not only great learning opportunities but also transpar-
ent and meritocratic academic careers. Recent ERA data tell us that 40 % 
of European researchers are not satisfi ed by OTM (Open, Transparent, 
and Merit-based) recruitment strategies, with a pick of 69 % in the case of 
Italian ones (European Commission and Deloitte  2013 ). Specifi c funding 
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policies could be focused on those universities and research institutions that 
off er the best career opportunities to global talents: ERA could become the 
standard and auditing body valuing universities’ performances and driving 
specifi c resources on those meeting the highest standards of talent attrac-
tion and retention. Without a strong pool of talented people, any further 
innovation policy will lose much of its eff ectiveness. 

 A second area of funding improvement is related to corporations. We 
need to have higher cooperative research between the corporate world and 
academia and a stronger embedding in innovation ecosystems. Th e contam-
ination of universities by market-driven research could make basic research 
more aligned to the needs of an open innovation model. Furthermore, the 
proximity of corporations with universities could off er greater mentoring 
and collaboration opportunities for academic spin-off  companies. Specifi c 
funding programs could also be designed to support corporations in their 
corporate venture capital activities and in acquiring innovative SMEs. Th e 
driving element of any funding policy for corporations should be their 
joint investment: public funding or incentives should be provided only in 
the presence of a parallel investment by the fi nal benefi ciary. 

 A few words could be spent on defense R&D programs. While they 
proved to be an important ignition opportunity for innovation in Israel 
and in the USA, any related policy goes beyond the scope of this book 
and should be analyzed under the perspectives of national strategies and 
their integration at the European level. Still, the fast growth and presence 
of hostile entities near the boundaries of the EU, the direct consequences 
many member states are facing in terms of refugees and terrorist threats, 
the instability of proximity countries located at the eastern border of the 
Union, could stimulate a debate on a common defense strategy among 
member states. A common European defense strategy seems certain to be 
benefi cial for innovation and growth, although it is a political decision, 
whether it should become part of a renewed European vision. 

 Last, but not least, coherence and focalization of resources is a must 
for any innovation funding policy. Coherence in terms of ultimate objec-
tives and, more important, in terms of selection criteria and openness 
of funding opportunities: fi nancing opportunities should be focused 
on transnational, project-oriented, and internationally peer reviewed 
projects.  
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5     Exploration of New Options for Innovation 
Funding and Financing: Specifi c 
Recommendations 

 Against this background, we suggest a series of recommendations, either 
oriented toward adjusting existing funding and fi nancing mechanisms 
or creating new ones with a view to better unleash innovative activities 
in Europe. In line with the remaining chapters of the book, the recom-
mendations draw inspiration from open innovation 2.0 and innovation-
ecosystem- building approaches, thus aspiring to the encouragement of 
user involvement, integrated collaboration, and co-creation and design, 
from fi nancing and funding perspectives. To better commercialize know- 
how and to drive innovation into markets, recommendations are pre-
sented about the coordination of R&D investments, a broadening of the 
traditional R&D funding approach, innovation bonds, innovative taxa-
tion strategies, mechanisms for incubator and seed capital, public–private 
partnerships and business-university partnerships, and new unorthodox 
ways of raising venture capital and increasing corporate venture capital. 

5.1     More Coordination and Cooperation in R&D: 
Within the Commission, Between 
the Commission and Member States, 
and Between the Member States Themselves 

 Fragmentation of and systemic problems with funding and fi nancing 
mechanisms, sources, and approaches—alongside bureaucratic proce-
dures—are main challenges that hinder innovation and research results 
reaching markets in Europe. Th e prerequisite for any reform to innova-
tion funding/fi nancing tools: to address and connect many stakeholders 
and needs in a dynamic and open innovation environment, further 
driven by change, is no easy task from an innovation policy management 
perspective. Th e fact that innovations not only happen in sectors, but 
also at the edges of or interfaces between sectors, further complicates 
reform. Yet, eff orts to address the fragmentation, duplication—some-
times even contraction of R&D and funding/fi nancing initiatives—and 
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implementation as well as the varying degree of integration into national 
innovation ecosystems, must become priority actions. 

 Some member states have since 2011 cut back direct R&D spend-
ing because of fi scal consolidation eff orts, also infl uenced by the low 
levels of business R&D investments (addressed in the recommenda-
tions below), while some also lack a full deployment of Horizon 2020 
(Special Task Force (Member States, Commission, EIB) on Investment 
in the EU. 2014). Th e fragmentation and duplication of work within the 
Commission and between the Commission and member states not only 
limits the effi  ciency of public research and innovation budgets, but is an 
obstacle for innovation- oriented research in general. 10  Th erefore, to avoid 
national governments from operating in isolation from each other and the 
EU research program, more coordination and cooperation is needed on 
R&D investment. Previously, this was also an appeal in the Aho Report, 
“Creating an Innovative Europe,” from 2006 (Aho et  al.  2006 ). Th is 
requires, in particular, a shared, overarching focus and vision about fund-
ing/fi nancing instruments, better targeting setting, and a stronger align-
ment between EU and national research agendas, but potentially also 
a portfolio approach and big project(s), allowing EU member states to 
take  better advantage of research and innovation processes. A portfolio 
approach could be focused on digital and energy sectors, re-industrializa-
tion, but also the space and health sectors off er some scope for it. A more 
effi  cient cooperation will not only help to ensure a more rapid market use 
and eff ective knowledge transfer, it would also help to focus resources in 
the most promising projects and avoid the risk of technologies that are 
developed in Europe that get commercialized elsewhere. 

 Following the analysis of this chapter, while the Horizon 2020 represent 
a big leap forward though providing the biggest EU budget yet for inno-
vation and research, better coverage of the entire value and collaborative 
integration of public/private stakeholders, it still suff ers from a high degree 
of fragmentation among the various support instruments. While the dif-
ferent funding programs have become more aligned, including between 
Horizon 2020 and the Structural Funds, synergy is still lacking, with 
implications for prioritization of the most promising sectors. In this con-

10   Ibid. 
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text, a stronger thematic focus would be of the upmost help, for example, 
targeting the outlined sectors for the above portfolio approach. Th e the-
matic focus should replace existing tendencies toward dispersive spending 
methods, which aim to off er something for everyone, an ineffi  cient way 
of using public resources. Furthermore, Horizon 2020 would also ben-
efi t from a more experimental approach (Nesta and the Lisbon Council 
 2013 ) to innovation funding, due to an uncertainty of how innovation 
is best supported in specifi c policy and market contexts. Finally, Horizon 
2020 needs to better integrate the Internet of Th ings, Big Data, and cloud 
approaches, with an aim to help Europe develop the Digital Single Market 
and achieve a global lead in the fi eld, and also internationalization to better 
facilitate scouting for ideas at the global level and more export-led growth.  

5.2     A Broadening of the Traditional R&D Funding 
to Products, Services, Processes, and Intangibles, 
as well as Focus on the Entire Value Chain 

 A wide-ranging coverage of innovations is key, as innovation comes in a 
wide variety of forms, which in addition to product, service, and process 
innovations, for example, also include social, organizational, marketing, 
and methodological and intangible product and process innovations, 
jointly contributing to fi rms’ competitive advantage, productivity, and 
growth. Following the widening of the innovation concept in the  Oslo 
Manual , the role of innovation policy—and the fi nancing and funding 
models to support it—still need to better refl ect the conceptual broaden-
ing, in a way that neither takes an overemphasized technological view 
on innovation nor simply follows R&D approaches. A study by SOM 
et  al . ( 2012 ), for example, highlighted the importance of integrating 
both nontechnological (such as concerning organization and marketing 
innovations) and technological innovation activities as a strategy to foster 
innovation and growth. 11  

 While positive steps were taken with EU instruments and programs, 
innovation funding/fi nancing mechanisms nevertheless still require a 

11   Ibid. 
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broadening of the traditional R&D funding approach toward a higher 
extent covering products, processes, and intangible innovations (e.g., 
design), including industries and services. Th e Horizon 2020 approach, 
which foresees funding along the entire value chain and from fundamen-
tal research to market introduction, needs to be further expanded into all 
funding schemes and strategies by the EU and member states. Th e business 
environment has undergone transformation since the industrial area, illus-
trated with a shift from tangible products toward intangible ones in the new 
operating environment for knowledge-intensive businesses, for example. 
Th e scope of the type of business supported, the available R&D funding 
instruments, and innovative fi nancing models therefore need to be wid-
ened and also further integration with enterprise policy. Finally, it should 
target business models and management as well as public governance.  

5.3     Offer Innovation Bonds by Expert Bodies 
and Innovation Financing Agencies 

 Corporate R&D investments and innovative SME acquisitions are two 
fundamental activities for a successful open innovation process. Few 
fi rms in the world have the signifi cant fi nancial reserves needed to sup-
port a continuous stream of research projects and technology insourcing, 
and the recent “credit crunch” limits the opportunities for funding these 
projects through conventional bank loans. Furthermore, specifi c guaran-
tees and loan products issued by public institutions, such as the European 
Investment Bank, as an opportunity for corporate growth investments, 
are off ered only if used for the acquisition of tangible assets. European 
corporations do not have the opportunity to fi nance their innovation- 
driven growth, as this is mainly based on intangible assets, either intellec-
tual property or SME acquisition and ownership. Th e crisis of European 
banking system and the reduction of credit availability recently lead to 
the growth of private debt and “mini-bond” (corporate bonds issued by 
SMEs not listed in stock exchanges) markets. Th ese fi nancial products are 
managed by specialist operators, often in the shape of alternative invest-
ment funds, and are regulated by specifi c national laws that defi ne the 
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mechanisms for the issue, rating and subscription of corporate bonds 
outside the retail exchange markets. Th e specialization and competences 
of private debt and “mini-bond” fund managers and specifi c rating agen-
cies guarantees the appropriate degree of selection, evaluation, and man-
agement of these fi nancial products. 

 Th e development and support of private debt and “mini-bond” prod-
ucts dedicated to innovation projects will require the identifi cation and 
support of specialized operators, in order to ensure the appropriate 
level of professional management. Th ey would also be more eff ective 
if issued by venture-capital-backed SMEs, as issuers would have gone 
already through the highly selective process of venture capital invest-
ments. Th e use of innovation bonds in parallel with venture capital 
equity investments could also represent an important fi nancial sup-
port for the European venture capital industry: indeed, average total 
investment of European venture capital from seed to later stage in each 
company is about €14 million, compared with nearly $24 million of 
US funds. 12  

 Specifi c fi nancial tools for SME acquisitions by big corporations 
could strengthen the impact of private debt and innovation bonds. 
While innovation bonds would be in the range of some million Euro 
for each issuer, acquisitions can easily go up to dozens of millions. A 
specifi c guarantee fund, enabling European corporations to leverage 
the acquisition of innovative, venture-backed European SMEs, could 
be established by European Investment Bank, leveraging the experi-
ence of the European Investment Fund in analyzing intangible assets 
through innovative projects and technology transfer. Th is fi nancial 
tool would off er European corporations to become more competi-
tive via technology insourcing, would prevent European innovations 
from being exploited by non- European corporations, and could boost 
our venture capital industry, attracting more foreign investors in 
European funds.  

12   Our analysis on Ernst and Young ( 2015 ) data. 
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5.4     Adjust Taxation Strategies to Ensure Suffi cient 
Capital Allocation for Productive Investments 
and Innovative Activities 

 Th e role of national tax policy systems to fund welfare and public ser-
vices, public utilities, and economic infrastructure, etc., must be com-
plemented with a stronger focus on innovation promotion. Tax policy 
is a very powerful tool to reduce investment costs, ensure capital alloca-
tion, and productive investments, and thereby facilitate research results 
and innovation in markets. Specifi cally, tax policy has a signifi cant 
potential to reduce the cost side of innovation, for example, through tax 
benefi ts coupled to the expenses of experimentation in development, 
basis and applied research, and a range of other support activities. Most 
EU countries, including innovation leaders such as the USA and Japan, 
make use of tax incentives, for example, in the form of R&D tax credits, 
accelerated depreciated schemes, and reduced labor taxes for research-
ers and scientists, to incentives for businesses to invest in R&D, which 
further has a positive eff ect on growth and labor productivity growth 
(OECD  2013 ). Eff orts to address tax arrangements for innovation must 
consider the type of businesses that qualify, the scope of R&D, and 
the attitude toward large R&D performers, while also being tailored 
according to the project and fi rm specifi cities (such as growth phases), 
including being used in combination with other innovation support 
measures. Coverage, design, and implementation dimensions are not 
only important because of variations concerning the eff ects of tax policy 
on innovation, but also because tax incentives might turn out to be 
more expensive than expected, since the cost of a tax relief is not always 
fully transparent. 

 While continuing the work on closing escape routes and tax loop-
holes in Europe, tax instruments have a potential for promoting inno-
vation concerns—for example, accelerated depreciation schemes and 
lower corporate tax rates for innovation-related capital and reduced 
value-added tax (VAT) rates or even zero rate. Tax policies need, on 
one hand, to favor long-term investments in innovation to encourage 
European companies to engage in long-term planning, rather than more 
short-term or speculative investments, in order to avoid short-termism. 
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Th is could, for example, be carried out through R&D tax incentives 
targeting large companies, high-tech sectors, and the more R&D inten-
sive industries. But, on the other hand, as outlined in the analysis, the 
lack of access to fi nance for young innovative companies and start-ups in 
Europe requires orienting tax strategies and incentives also toward these 
businesses. Tax relief for young innovative fi rms—or potentially a lower-
ing of their social contributions—would help target young fi rms’ weak 
investment rates in innovation and the funding shortage during the fi rst 
years of development (Wilson and Silva  2013 ). It would be particularly 
helpful to decrease or even cancel VAT on any good purchased by start-
up companies: in their early stages, start-ups have very limited sales if 
any at all, while goods and services purchased could be relevant, leading 
to a potentially high level of VAT credit. Research on SMEs shows no 
clear picture on the eff ects of tax incentives for R&D, rendering it dif-
fi cult yet to draw conclusions (Moncada-Paterno-Castello et al.  2014 ). 
However, evidence suggests that while SMEs compared to large fi rms 
are likely to increase their R&D investments more in response to tax 
incentives, they off er lower knowledge spillover eff ects than larger com-
panies (CPB  2014 ). Inspiration could also be drawn from Singapore’s 
Productivity and Innovation Credit, which refunds tax to those busi-
nesses that make other intangible investments necessary to bring inno-
vations to markets, including training, design, IP acquisition, and other 
investments in innovative machinery and plants (Rae and Westlake 
 2014 ). Last, the global issue of taxation on IPR is a shared concern of all 
member states, and a level European playing fi eld is important to avoid 
leaking out IPR from Europe for tax reasons.  

5.5     Create New Mechanism for Incubator 
and Seed Capital 

 Innovation ecosystems are local networks connecting research, indus-
try, fi nance, and the public sector. Cooperation among all these actors is 
fundamental for a successful innovation process that should be market 
driven; industry-specifi c competences are required even in early stages of 
technology transfer, especially in the fi rst steps of start-up creation. Th is 
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is a signifi cant diff erence between today’s open, collaborative innova-
tion models and the previous linear one, where the role of corporations 
emerged in later stages. Th e trend toward an earlier stage involvement 
of corporations is clearly visible in the USA, where the number of cor-
porate venture capital fi rms operating in early stage investments grew 
by 540 % between 2010 and 2014 (CBInsights  2015a ,  2015b ). Early 
stage investments are those with the higher risk (this phase is called the 
“ valley of death ”), and newly established companies require appropri-
ate support and facilities to grow; this is the phase where incubators 
are playing a relevant role, too. Incubators are facilities hosting start-
up companies and off ering shared services and infrastructures in order 
to minimize their initial cash consumption and provide the industrial 
and managerial advisory services needed to let them grow from a tech-
nological and a market point of view. Th e need for maximizing the 
eff ectiveness of incubators has lead the most advanced ones to focus on 
specifi c industrial sectors: health care, ICT, clean tech, etc. Th e Israeli 
government identifi ed the potential of industry-focused incubators, 
run by corporate venture capital fi rms and supported, in early stage 
investments, by a government,  nonguaranteed loan, that covers up to 
85  % of the total fi nancial need. 13  Th e Israeli Government, through 
the State of Israel - Ministry of Economy and Industry ( 2015 ) (OCS 
Note: not within the Minister of Science and Technology, but within 
the Industry, Trade, and Labor one), deployed a technological incuba-
tor program. OCS is responsible for the initial selection of incubators’ 
management fi rms: they are chosen among corporate venture fi rms and 
venture capital funds based on their business plans, expertise in the 
selected industry, and additional private fi nancial resources collected for 
seed investments. Once an incubator management company is selected, 
any of its seed-invested company is eligible to receive up to 85 % of 
fi nancial needs in the shape of a long-term, nonguaranteed loan; only 
15  % of high-risk seed investments are therefore made in equity by 
the venture fi rm running the incubator that can therefore reserve its 
resources for follow-up on investments on the most promising portfolio 

13   Data from the Offi  ce of the Chief Scientist, Technological Incubator Program, Israeli Minister of 
Industry, Trade, and Labor. 
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companies. Nowadays, the majority of Israeli incubators selected by the 
OCS program are managed by foreign corporations. 

 Europe could carefully evaluate the implementation of a similar seed 
and incubator programs that would defi nitely boost the appropriate eco-
systems for making newly established technological start-ups growth. 
European Investment Fund, with its experience in technology transfer, 
incubators, and venture capital, could be the appropriate institution run-
ning such a program.  

5.6     Provide Supporting Funding for Public–Private 
Partnerships (PPPs) and Business–University 
Partnerships (BUPs) 

 Th e fragmentation in R&D and innovation policy making necessitates 
eff orts to further build up cooperation between public, private, and aca-
demic sectors, as well as citizens. Europe must also take better advan-
tage of and capitalize on its existing scientifi c output, which is higher 
than in the USA, although falling behind in papers in the top 1 % most 
cited. Under these conditions, PPPs and BUPs serve as “key vehicles” 
for addressing the commercialization of know-how and Europe’s invest-
ment problems through leveraging private fi nance (Dhéret et al.  2012 ). 
Existing eff orts (European Commission  2013b ) need to be continued 
to further promote PPPs and BUPs, which would help align contract-
ing stakeholders’ agendas, such as commercial and public policy objec-
tives, in order to jointly collaborate to promote innovation, research, and 
industrial performance in Europe’s many national innovation ecosys-
tems. In line with open innovation, they are capable of contributing as 
collaborative innovation platforms supportive of co-creative innovation 
and research activities in Europe (European Commission  2012c ). 

 Th e EU and member states have a role to incentivize universities to spend 
a more signifi cant part of allocated public research funding on public–pri-
vate partnerships and university–businesses partnerships to help facilitate 
eff ective knowledge transfer and a more rapid commercialization. But pri-
vate companies, in particular emerging new innovators and SMEs, must 
similarly be actively encouraged to participate more in the ERA through 
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PPPs and in cooperation with research centers. New funding should also 
be considered for innovative forms of national and business–university 
cooperation, for example, in the form of joint strategic knowledge sectors 
that enable a stronger crosssector engagement. Since more innovations are 
developed in a crossborder context, more emphasis on funding and fi nanc-
ing support for transnational PPPs and crossborder cooperation between 
research centers is also desired. Yet, attention must remain on exploring 
best practices for public–private partnerships, and in particular the chal-
lenges and problems they face now and in the future. In addition, the role 
and integration of fi nancing and funding public–private–people partner-
ships (PPPPs), which seek to involve citizens as stakeholders and thereby 
enable user-driven open innovation, also require further exploration.   

6     Unorthodox Ways of Raising Venture 
Capital and Increasing Corporate Venture 
Capital 

 Venture capital and corporate venture capital are two fundamental fi nan-
cial (and industrial) tools for the open innovation model. Th ey often 
operate together, as corporate venture fi rms do not always have the fi nan-
cial and business skills of venture capital operators, while the presence of 
a corporate venture investor is often coupled with industrial partnerships 
and cooperation opportunities between the invested company and the 
investing corporation. For example, in the USA, 98 % of corporate ven-
ture fi rms investing with other partners and R&D partnerships are estab-
lished in 75 % of cases (McMillan et al.  2010 ). Financial and corporate 
venture capitalists are therefore complement each other well; however, 
there are signifi cant diff erences between these two investment tools. Only 
4  % of US corporate venture capital funds are managing third-party 
money together with the parent company one, and they do not have to 
comply with the rules of alternative investment funds. 

 Financial venture capital funds manage third-party money only; to 
do this, they comply with specifi c regulations of fi nancial authorities 
(like the recently released Alternative Investment Fund Management 
Directive or AIFMD) and with the market standards of equity-closed- 
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end funds. And here a trade-off  comes: from a fi nancial perspective, 
venture capital funds are illiquid, high-risk, long-term investments; but 
from an industrial point of view they represent a short-term and limited 
source of innovation funding. Th e market standard for the duration of a 
venture fund is 10 years, of which the fi rst fi ve can only be used for new 
investments (the so-called investment period). Th e reasons for the pres-
ence of a 5-year “investment period” is the common belief that portfolio 
companies require between 3–5 years from the fi rst investment to be 
exited. Th is 3–5 years (or even shorter) time frame was very common in 
years of fi nancial speculation, at the end of the 1990s, but today’s real-
ity is signifi cantly diff erent. Th e average time to exit in Europe exceeds 
6 years (Ernst and Young  2014 ); in the USA, while the time to receive 
the fi rst seed round has remained stable around 1.5 years since start-up, 
later-stage investments (D round onward) moved from 6.3 years in 2005 
up to 8.5 years in 2014. 14  Overall, the time to successfully exploit an 
innovative SME is getting longer while funds’ life has been kept stable, 
becoming inadequate to support the complete path to an exit: this could 
also explain why running out of cash (no further fi nancial support by 
present investors) is the second most common cause for start-up failure 
(CBInsights  2014 ). Th e present model of fi nancial venture capital needs 
therefore to be redesigned: it poorly satisfi es the needs of both fi nancial 
investors and portfolio companies. 

 Corporate venture capital fi rms do not have the limitations of fi nancial 
closed-end funds. Managing the cash provided by their parent company 
only, they are usually investment companies or even just a budget alloca-
tion of the corporation. Th e 10-year rule do not apply, and they can bet-
ter follow their invested companies on a longer term. Still, apart from a 
few cases, corporate venture capital lacks the decision-making speed and 
the transversal competencies of fi nancial venture capital fund teams: this 
is also explained by the fact that key people in corporate venture capital 
are hired from outside the parent company (McMillan et al.  2010 ). As 
previously explained, corporate venture capitals are almost always look-
ing for a syndicate investment with a fi nancial venture capital fund. 

14   Our analysis on PitchBook ( 2015 ), “Venture Capital Valuations and Trends,” available on  www.
pitchbook.com . 

www.pitchbook.com
www.pitchbook.com
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 A new model for venture capital is therefore needed, to attract more 
institutional fi nancial investors (banks, funds of funds, pension funds, 
etc.) while off ering a longer term support to portfolio companies. 
Stock-exchange-listed venture capital companies could be an option. 
Initial capitalization could be collected through private placements 
based on a specifi c investment strategy (a process close to a Special 
Purpose Acquisition Company or SPAC) and managed by an autho-
rized Alternative Investment Fund Manager (AIFM) company. After the 
private placement with institutional investors, the venture capital com-
pany is listed on a regulated stock market, where further funds could be 
collected. With respect to a closed-end fund that distributes all returns 
and is usually not allowed to use them for further investments, the ven-
ture capital company could act as an evergreen investor. Th is new ven-
ture capital model should comply with the AIMFD directive (it will 
be managed by an authorized AIFM) and would be more attractive to 
investors, due to its liquidity, and could be a better tool for exploiting 
the value of portfolio companies. It would not be a complete novelty in 
the European scenario: Imperial Innovation, a London Stock Exchange, 
AIM-listed company, is eventually a seed fund and a technology transfer 
company. Other venture investment companies have also been recently 
listed, like LVentures in Italy. 

 Europe could therefore innovate the way venture capital funds are 
designed and support this new model through a specifi c European 
Investment Fund fi nancing scheme (as for the present venture capital 
fund of funds). Th is measure would enhance the attractiveness for fi nan-
cial investors to bid on European innovation and, in the meantime, it 
would represent a more eff ective fi nancial tool in supporting it. 

 In parallel to this new venture model, a new guarantee system could 
be designed to support corporate venture capital. As for the case of cor-
porate acquisitions, previously described, the European Investment Bank 
could guarantee equity investments by selected corporate venture fi rms 
in European innovative SMEs. Enhancing corporate venture investments 
would represent a perfect complement to the new model of venture capi-
tal fi rm that we previously introduced.      
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1     A Successful Supranational Experiment 

 Th e supranational governance model (World Bank 1991) 1  of the 
European Coal and Steel Community (ECSC) in 1952, followed by 
the European Economic Community (EEC), which would evolve into 
the current European Union (EU), was once a fundamental innova-
tion in the European order of states and their governance. Instead of 
the slow and rigid cooperation procedures of international public law 
based on full respect of state sovereignty, and therefore requiring their 
formal  ratifi cation to become national law and thus applicable, the new 
 supranational model pooled parts of sovereignty and set up a system 
for their joint management whose decisions became directly applicable. 
Legally, it is not a classic state, nor a federation, but a  sui generis  model 
(Héraud  1961 ). 

 Th is governance innovation opened a new era of managing the 
Common Good in line with the citizens’ expectations of the postwar 
period and the need for opening hitherto protected markets in order to 
deal with the new economic paradigm emerging, increasingly based on 
interdependent scientifi c developments and rapid technological change, 
on growing trade and globalization. It was at the origin of Europe’s 
economic recovery and innovation in the second half of the previous 
century, which in turn led to the unprecedented levels of social protec-
tion thanks to its social redistribution mechanisms. It helped to shift 
the cultural paradigm from a narrow focus on national identity, with 
all its potential dangers, to a multi-identity concept, more in line with 
the cultural requirements of the new economic age and with Europe’s 
spiritual heritage. It has served as a model wherever countries tried to 
develop a more effi  cient system of interstate cooperation and economic 
cooperation and integration, though the EU system still stands alone as 
the most sophisticated one, also generating some of the most innovative 
and forward-thinking ones in the world (Rifkin  2004 ). 

1   Governance  is defi ned here as a system of elected, appointed, and co-opted actors with the power 
and responsibility for public policy and law making, following formal procedures, and for monitor-
ing its implementation, with the purpose of ensuring the Common Good. World Bank (1991) 
 Managing Development–the Governance Dimension. 
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 Th e governance mechanisms and tools designed to realize a common 
market, followed by a single market, worked well to achieve the goal 
of deconstructing national markets, which were no longer in tune with 
the needs of the shifting economic realities and societal needs. However, 
its dualistic nature also carried the embryo of later governance gridlock 
(Hix  2008 ). 

1.1     The Limit of a Legalistic Concept 

 In fact, the ECSC/EEC is a form of experimentalist and collaborative 
governance. However neither concept existed at the time; they emerged 
more recently in scientifi c literature to replace hierarchical, authoritar-
ian, and legalistic modes of public policy making and implementation 
dating from the industrial age. Experimentalist governance refers to a 
multilayered system of policy and rule making (Sabel and Zeitlin  2010 ). 
Collaborative governance refers to state and nonstate actors engaging 
together in a collective forum for consensus-oriented decision making 
(Ansell and Gash  2008 ). Just as new management methods in the pri-
vate sector are required to deal with continuous technological changes, 
 shifting consumer attitudes and new competitive conditions, partly 
resulting from public policies and regulations, so governance innovation 
is needed to appropriately manage new market conditions, to deal with 
new challenges (such as climate change or the multiple consequences of 
scientifi c discoveries) and with new citizen expectations, resulting from 
these  scientifi c and technological developments and the ecological, social, 
and cultural innovations that they produce. 

 Th is poses a particular problem for the EU: it is a formalistic legal 
construction between sovereign states, not just a voluntary system for 
cooperation and joint management of selected collective issues. Yet, the 
outcome of their negotiations is directly applicable; in practice the gover-
nance system aff ects citizens immediately, whether private or corporate, 
as a national government does under the control of its parliament. But it 
cannot evolve as smoothly and timely as a national governance system. 

 Th us the European supranational model incorporates the legalistic 
concepts and interstate operational procedures and diplomatic culture 
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taken from international public law and the traditional hierarchical, 
legalistic, and bureaucratic model of national policy and rule mak-
ing, as it developed during the Industrial Revolution, mainly during 
the nineteenth century, inspired by its technology, market needs, and 
management concepts, and, importantly, its slower speed of innovation 
than at present in the emerging digital age. 

 To add to its complexity, its member states are not recent construc-
tions, but century-old nations, each with their own distinct history, 
interests, and cultural identity, depriving the supranational system of the 
sociological basis that even recent federal constructions have. Only the 
Swiss confederal governance system bears some resemblance to the EU, 
though it has grown together over much more time. 

 Making the challenges even more daunting, the system was expanded 
in a relatively short period of time (from 1973 to 2007) with another 22 
countries, multiplying its diversity, but largely disregarding the poten-
tial governance consequences. As if this were not enough, its remit was 
equally expanded, partly as a consequence of the successful realization 
of a common market and a (still incomplete) single market and their 
spillover eff ects, to include nearly all market-relevant policies, partly as 
a result of its federalist pretensions. Th e 2007 Lisbon Treaty was more 
about trying to repair the system than innovating it. A year later, the 
fi nancial crisis erupted on Wall Street with dire consequences worldwide.  

1.2     The Need of a More Inclusive Concept 

 Th e legal perspective of a supranational, multilayered model of public 
policy making does not capture the reality of political management in 
the EU, which shows an activist model of public policy making, forever 
legislating toward goals determined by itself, not merely content with 
coaching the social and economic actors within its domain. Th ough it 
was established after the Second World War, it takes inspiration from 
technocratic governance models that had emerged in the USA and in 
Europe in the early part of the twentieth century, either to force merci-
lessly rapid economic and social modernization (as in Russia since the 
communist coup in 1917) or to manage, with more respect for civic 
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rights, the consequences of parliamentary and government oversight and 
regulatory failures that led to the Great Depression in the 1930s (as in the 
USA and the rest of Europe). Prime among these was the French Bureau 
National du Plan (national planning offi  ce), which increased the role of 
the state in the industrial market economy, as Jean Monnet had seen it 
functioning successfully in the USA and whose infl uence in the early 
design of the supranational model was signifi cant (Diebold  1959 ). In 
essence, this is what the steering agency of the EU supranational system, 
the Commission, is modeled on. Th e successful realizations of the EU 
without doubt go back to the eff ectiveness of this governance system to 
deal with the key issues of that time. 

 Later, the EU systemic problems worsened because one side of the 
qualifi cation from a legal perspective, supranationalism, came to domi-
nate the minds, not least because it allowed a large fraction of Europe’s 
class of intellectuals, politicians, and offi  cials to present it as an interme-
diate step toward a fully federal state. Th ey base themselves on the “ever 
closer Union” written into the constituent treaties to justify ever more 
centralization, political reach, and power, disregarding that the complex-
ity of a supranational governance system, forever expanding into new 
policy areas and increasing its economic and sociological diversity with 
a host of new member states, could reach a point of diminishing returns 
for the societies locked into it. It overlooks that a “union” can take diff er-
ent operational structures and methods, that outcomes matter more to 
people than form. 2  It also ignores that the European supranational system 
does not rest on a coherent social-cultural context and society, as is the 
case with all successfully functioning federal states, though after several 
centuries the Swiss model successfully combines them. And it overlooks 
the potential frictions that can infi ltrate a legal structure as consequence 
of its management culture, and weaken the acquiescence of its members 
and their citizens. 

 Th erefore, a qualifi cation from a political management perspective is 
more useful to bear in mind than a purely legalistic one: the EC/EU as 

2   European opinion polls are the clearest indication; declining participation in European Parliament 
elections since 1979 are another. 
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an experimental governance system. 3  Within the objectives set by and 
according to the procedural methods of the supranational policy mak-
ing system, national ministries and regulatory bodies are left some space 
to interpret and implement these decisions in order to adapt them to 
national conditions. But this autonomy requires regular peer review of 
the methods used in the various member states to pursue collective goals. 
Th e system itself becomes the subject of regular reviews, too, setting new 
policy objectives, modifying procedural methods, letting in new mem-
ber states, and seeking cooperation with nonstate actors. But in the EU, 
the supranational review of national implementation became seen too 
much as legalistic compliance, while national political and administrative 
practices led to a lack of loyal implementation early on in its existence 
(Siedentopf and Ziller  1988 ). 

 Experimental systems need permanent adaptation, and the capabilities 
for it. In the early years, there was regular attention paid to new policy 
ideas and for the governance capabilities of the system, but this seems to 
have declined since the Laeken Declaration (2001), with its grandiose 
vision of a European Constitution, based again on a one-sided interpreta-
tion of the supranational model; after its rejection in French and Dutch 
referendums, it ended as the Lisbon Treaty (2007), which tried to solve 
some governance problems and defi nitively created new ones. It intro-
duced a series of reforms that in fact upset the delicate search for reality- 
based compromises between the member states and left them, their 
individual and corporate citizens, vulnerable to policy making driven by 
the holy purpose of ever closer union and on a “one size fi ts all” mental-
ity. Perhaps more worrisome, it failed to make a proper link between EU 
economic and monetary policy making and national welfare and social 
protection systems (Ferrera  2009 ). 

 Th e Lisbon Treaty also disregards the governance implications of the 
new complexity resulting from previous integration process and/or from 
deep technological and economic shifts, not to mention societal support 
in a more diverse group of member states than before. It simply pursues 
the same governance trajectory launched half a century ago in a very 

3   Sabel, Zeitlin, op. cit. 
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 diff erent context without considering the fundamental innovation that 
was already required before the fi nancial crisis increased its urgency. 

 Th ough the need for well-targeted and appropriately managed 
European integration and cooperation processes is beyond reasonable 
doubt, the present system’s functioning, its procedures and management 
culture, are increasingly questioned, while the earlier attention to perma-
nent reform has faded and ossifi cation lurks around the corner. After a 
lost decade in terms of governance effi  cacy, the new Commission under 
President Juncker seems to recognize the need for reforms again, though 
it may be more wary of experiments than some of its illustrious predeces-
sors, and it probably also has less political space because of many national 
governments’ own reform fatigue and the European Parliament’s single- 
minded pursuit of ever closer union, regardless of the cost and the form. 

 Th e EU managed its fi rst double defi nition of the Common Good 
well, namely to stabilize peace and bring back prosperity. In the eyes of 
its peoples, the system deals less well with present threats to security and 
prosperity. Th ough one should be careful of idolizing its past problem 
analysis and solution fi nding, or to judge its present one without the 
benefi t of hindsight, the facts prove that the EU today is challenged to 
develop new forms of responsible and effi  cient public management and 
to redefi ne the Common Good, not least in the face of its fl irtation with 
Chicago School liberalism and its dangerous consequences for European 
societies (Gretschmann  2013 ).   

2     Incremental Reform Attempts 
and Successes 

 Th e history of the EC/EU is full of proposals of reform, aimed to deepen 
and widen its policy making reach, but some were oriented toward its 
better functioning. Th ey all mixed European vision with the continu-
ously changing needs of public governance and of the economy, ideology 
with pragmatism. Th ey brought advantages and created new problems. 
Broadly speaking, these proposals fall into three groups: those primarily 
aimed at political cooperation and those aimed at deepening economic 
integration and its methods, and those mixing both. 
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2.1     Seeking Political Expansion 

 Soon after the Treaty of Rome (1957), the Fouchet Plans (1961) sought 
to develop political cooperation in addition to the emerging common 
market. It proposed the establishment of a Council of Heads of State or 
Government, which would meet three times a year and adopt decisions 
on the basis of unanimity; a council of foreign ministers would cover 
the interim period. Th e plan drew an interesting distinction between the 
powers and responsibilities of the Community, based on supranational 
integration, and those of a future political union, based on intergovern-
mental cooperation. After its rejection, a new version also failed to reach 
agreement. However, some of its ideas would inspire later reforms (such 
as the present European Council of Heads of State and Government). 

 It is the fi rst of many examples of the longevity of political ideas, in 
line with the supranational or federal single trajectory on which the 
member states are presumed to have embarked forever, or on the con-
trary to infuse a new dose of traditional intergovernmental methods. 
Both result from a political ideological approach, while full recognition 
of the rapidly shifting economic and social realities could have inspired 
more innovative thinking and experimenting. By not focusing enough 
on the appropriate governance methodology each time, the EU insti-
tutions are in fact themselves an important source of resistance from 
the member states’ governments. Of course, political expediency and 
national  electoral  calculations also bear responsibility. 

 A few years later, the more pragmatic  Davignon Report  (1970) pro-
posed half-yearly meetings of foreign ministers and quarterly meetings of 
their political advisers. Its approach facilitated coordination, beyond any 
legal constraints, between the six, later the nine, on international issues 
and gave an embryonic Community dimension to the foreign policy of 
the member states. It formed the basis for the later European Political 
Cooperation (EPC), which would evolve into the European External 
Action Service (EEAS), provided for in the Lisbon Treaty. 

 Th e newly elected European Parliament waded in the political brain-
storming with the Spinelli report (1984), which sought to establish a fed-
eral Europe by proposing a new treaty directly to national parliaments, 
but none of them even debated it, except the Italian one, which did not 
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vote on it either. It was, however, the beginning of the parliament’s drive 
toward centralization of power at supranational level, based on the ideo-
logical but never proven view that this was the only method to solve 
Europe’s existing, emerging, or imagined problems. Th e Spinelli report, 
based on federalist theory developed on an island during the Second 
World War, instilled a centralist federalist virus in the EP, which became 
one of the principal causes of the later popular malaise about the EU. 

 Th e hitherto most signifi cant development in that line of thought 
came in 2001, when the Convention on the Future of Europe was 
established with 102 members nominated by the European Council 
in December. Offi  cially inspired by the Philadelphia Convention that 
led to the adoption of the US Constitution, but ignoring completely 
its diff erent historic, political, cultural, and economic context, its pur-
pose was to draft a constitution for the European Union. Th e suprana-
tional system’s ultimate attempt to strengthen itself would hit waning 
popular support and outright resistance when off ered a chance (the 
Dutch and French referendums rejecting it in 2005). Although the EU 
had suff ered crisis before, none would be as existential as the one now 
emerging (Zielonka  2014 ).  

2.2     Seeking Economic Innovation 

 Th e successful realization of the common market and the emerging 
 economic shifts through research and technology developments brought 
reform proposals from mainly two other perspectives: the common 
 market required more monetary stability than political or defense coop-
eration, and there was a gradual realization that Europe risked lagging 
behind in key industrial sectors. Th e talk of the day was the American—
and Japanese—challenges (Servan-Schreiber  1967 ). In essence, it 
sounded not unlike the discussions today: increased competition in 
an ever more globally connected economy required more fundamen-
tal  innovations, economically and socially, and these in turn required 
 governance adaptation. 

 Th us, in April 1965, the Commission tried to launch a common 
research and technology policy for the fi rst time. It was considered necessary 
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to better face the competition from US companies, in particular in high-
tech sectors (aerospace and electronics), where large R&D investments 
were required. However, it stayed within the supranational logic, involv-
ing a higher degree of centralization and was therefore unacceptable to 
member states at the time. 

 What was a fi rst opportunity to start a comprehensive innovation pol-
icy was lost due to lack of innovative governance thinking, in line with the 
intrinsic nature of proposed new policies. Diff erent policies require diff er-
ent governance methods, not a “one size fi ts all” approach. Unfortunately, 
it would not be the fi rst time that the EC/EU would lose valuable time 
for reform because of its interpretation of the dualistic nature of the 
supranational system, well suited to deconstruct national markets and to 
develop common industry standards, much less suitable for other policy 
areas. But while increased cooperation was defi nitively necessary, even 
unavoidable due to new market requirements, the centralizing federalist 
dream in Brussels and soon in Strasbourg would remain an obstacle. Th e 
other one was the surviving traditional legalistic and political sovereignty 
thinking in the member states, summarized nicely by the Belgian foreign 
minister Paul-Henri Spaak: “All countries in the EC are small, but there 
are those who know it and those who don’t.” 

 Apparently, the time was nevertheless ripe for political refl ection and 
initiatives concerning innovation and competitiveness, however modest. 
Commissioner for Industry Collona di Paliano developed two memo-
randums calling for the elimination of technical barriers to trade and the 
liberalization of public procurement; the harmonization of the legal fi scal 
and fi nancial frameworks in order to promote transnational activities, 
industrial restructuring notably through European crossborder mergers, 
measures to facilitate change, and adjustment, such as industrial exploita-
tion of scientifi c research; and solidarity in external economic relations. 
Th e industrial policy thinking behind it was insuffi  ciently innovative and 
based on old industrial thinking, though recognizing the need to focus on 
those sectors driving innovation. Indeed, the memorandums  emphasized 
the importance of advanced technological sectors and singled out again 
electronuclear, aerospace, and information technology. 

 Th e Collonna memorandum on industrial policy represents a failed 
attempt by the Commission to claim a role in general  macroeconomics 
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and industrial planning. Th e Commission’s vision was largely right, but its 
attempt to accommodate prevalent old industrial thinking in some member 
states created an inherent contradiction with the requirements of research 
and technology development and innovation in markets. In fact, it goes back 
to the fault lines in the system itself and the lack of governance innovation to 
deal with them when new policies are clearly needed. 

 A decade was lost before many of the economic goals came back in the 
white paper on the single market. Th e supranational system’s methods 
and culture seemed to have become one of the obstacles for the innova-
tive policy objectives themselves. Th e attempt to use the implied powers 
theory from international law into the diff erent legal-political context of 
a supranational system only made it worse; it is centralization through 
the back door and creates a national backlash. 

 Some progress toward economic innovation was nevertheless made 
after the fi rst enlargement (1973), when Ralf Dahrendorf, the commis-
sioner responsible for industry, research, and technology, proposed a 
more pragmatic approach, which led to the creation of a new framework 
in the form of the European Cooperation in the Field of Scientifi c and 
Technical Research (COST) and the funding of some large collaborative 
research projects by the member states together with the Commission. 

 Meanwhile, Raymond Barre, vice president of the Commission, 
focused on the monetary aspects and tabled proposals in 1969 for a 
mechanism designed to prevent currency crises and to support currencies 
in trouble. Th e Barre Plan called for the coordination of member states’ 
economic policies and regular consultation on budgetary policy and fi scal 
measures directly aff ecting external trade. 

 It led to a new proposal one year later, by the Luxembourg prime 
minister Pierre Werner, seeking a compromise between the confl icting 
economic policy and monetarist views. His three-stage plan proposed 
gradual, institutional reform leading to the irrevocable fi xing of exchange 
rates and the adoption of a single currency within a decade, though it did 
not recommend the establishment of a central bank. Th e plan was not 
implemented, but some ideas would survive in the EMS and the EMU. 

 In 1972 the Commission prematurely tried to mix the political and 
economic perspectives and submitted a report on the conversion of 
the existing relations among member states into a “European Union,” 
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 proposing new common policies and institutional changes. Nothing 
came of it, but the fi rst oil crisis brought a quick rethink and, in 1974, 
Leo Tindemans, the Belgian prime minister, was requested to report on 
how the term “European Union” might be interpreted.  

2.3     Mixing Political and Economic Policy Goals 

 Th e Tindemans proposals mixed extension of supranational powers with 
proposals for better governance of the system and extension of the EC 
into new policy areas. It proposed consolidation of the existing institu-
tions and the development of common policies, a commission president 
appointed by the Council and approved by the European Parliament, 
strengthening its powers and electing its members by universal suff rage 
(before the end of 1978), conferring on the Parliament the right to 
 propose legislation, extending qualifi ed majority voting in the Council 
and changing the period when each member state held the Council 
presidency from the current 6 months to 1 year. He sought to expand 
the policy- making powers by extending the authority of the European 
Community to include monetary issues, energy, social, and regional 
 policies, to introduce a European education policy, enhance protection 
for the environment, and the rights of consumers. 

 No action was taken because, except in times of crisis, political ideas 
need to mature and require suffi  ciently widespread support and appro-
priate management of the interdependent consequences, a process that 
is more complex and time-consuming in a multilayered governance sys-
tem such as the EC/EU. However, many of the ideas of the Tindemans 
report would be realized later, such as direct elections for the European 
Parliament (1979) and by the extension of competences in the Amsterdam 
Treaty (1997). Both would also introduce new problems into the system; 
like other changes before, they prove the need for its permanent evolu-
tion and for infusing a large dose of a public management approach into 
a too rigid legalistic one (Schepers  2014 ). But given the system’s inevita-
ble foundation on sovereign states, adaptation is precisely one of its main 
governance challenges and a reason for much loss of time and effi  cacy, 
with dire economic and welfare consequences. 
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 Th e aftermath of the oil crisis, economic stagnation, and high 
 unemployment forced the reconsideration of a number of earlier ideas 
and proposals. Th e white paper on the single market was agreed (1984), 
proposing the abolition of barriers to the free circulation of goods and 
services, people and capital, with a precise 7-year schedule, and proposing 
about 310 directives and regulations to be adopted with that purpose by 
the Council of Ministers. It became the most ambitious economic reform 
project since the establishment of the common market itself and  fully 
in line with one of the two key objectives of the supranational system, 
namely to create the framework conditions for prosperity. 

 In 1989 the Delors report took the logical next step and proposed 
an economic and monetary union (not unlike what had already been 
in the Werner report in 1970). Four conditions had to be fulfi lled: full 
and irreversible convertibility of currencies, the establishment of the free 
movement of capital, irrevocably fi xed exchange rates between European 
currencies and, fi nally, the adoption of a single currency. Th e Delors report 
outlined three stages for the achievement of an economic and monetary 
union: fi rst, completion of the single market, closer coordination of eco-
nomic policy and cooperation in monetary matters, and participation 
of all currencies in the exchange rate mechanism of the EMS; second, 
implementation of a new European system of central banks, which would 
coexist with the national monetary authorities, and with a supranational 
monetary institute paving the way for joint decision making; fi nally, 
 economic authority could be handed over to the Union institutions, and 
the transition could be made to irrevocably fi xed exchange rate parities 
and, if possible, to a single currency to replace national currencies.  

2.4     Seeking Better Management 

 Th e continuing economic crisis in the 1970s would also spur a search 
for innovating the system of policy and rule making. In September 1978 
the Commission asked an independent group of experts, chaired by Dirk 
Spierenburg, for a report on its management approach, and in December 
1978 the Heads of State and Government tasked a committee of three 
eminent politicians to draw up specifi c proposals to improve the mecha-
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nisms and procedures of the Community institutions, particularly with 
a view to the Community’s future enlargement. Finally, an important 
aspect of modern governance that had hitherto been undervalued was 
starting to be considered. 

 Th e Spierenburg report called for the appointment of a vice  president to 
be responsible for coordinating the Commission’s work, and for a reduc-
tion in the number of Commissioners to one per member state, in order 
to increase the effi  ciency and coordination of the work of the Commission; 
the number of directorates-general (DGs) should be reduced to ten and the 
status of Europe’s international civil servants and human resources manage-
ment within the Commission should be modernized. Th e recommenda-
tions in the report were implemented somewhat haphazardly; many were 
ignored, yet some of its proposals came into practice later. 

 Th e Th ree Wise Men Report (Barend Biesheuvel, Edmund Dell, and 
Robert Marjolin) called for majority voting to become standard practice 
and it specifi ed the responsibilities that the Presidency of the Council of 
Ministers should assume. It emphasized the European Commission’s right 
to propose legislation and capacity for action and proposed that there should 
be no more than one commissioner per country and that the president of the 
Commission should enjoy enhanced powers and authority. Th ey repeated 
a number of management recommendations of the Spierenburg report. 
Th ey advocated stepping up cooperation between the Commission and the 
European Parliament, which had recently been elected by direct universal 
suff rage. An attempt was made to revitalize the role of the Economic and 
Social Committee, though it would in fact become even more marginal in 
the system. Finally, the Th ree Wise Men called for the jointly adopted poli-
cies to be applied in a nonuniform manner, which took into account the 
situation of new and of prospective member states. 

 Despite the moderate and pragmatic nature of the proposals, their 
conclusions remained a dead letter at fi rst, though years later many of 
them would be implemented. However, at the summit in March 1981, 
the attention to modernization of the European public management and 
of policy making led the Dutch presidency to launch the establishment 
of the European Institute of Public Administration (EIPA) in Maastricht, 
of which former Dutch prime minister Barend Biesheuvel became the 
fi rst chairman of the board (Schepers  2006 ). Th e public management 
approach also led to some attention now to the role of national admin-
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istrations in European policy preparation and implementation and to 
their many cultural and operational defi ciencies spilling over into the 
European system. After the realization of the single market, this would 
become one of the main causes of the regulatory burden on everyone. 

 Awareness that not everything worked as well as it should fortunately 
increased, and the Commission itself spent years in various guises discuss-
ing how to achieve better regulation and, on many occasions, showed a 
dose of pragmatism that helped the system to function. But this is insuf-
fi cient for systemic change. All these committees and reports remained 
within the supranational logic and did not question aspects of the system 
itself. Hence very little substantial improvement was achieved, except the 
introduction of better methods of prepolicy impact assessment. Despite 
all these systemic weaknesses and fault lines, one cannot ignore that the 
supranational system delivered many benefi ts, as evidenced by the eco-
nomic and welfare growth in these decades. But much time and effi  cacy 
was lost also, for which the price is now being paid. 

 An exception to this is an attempt made in 2001, when the Lisbon 
Pact for Growth and Competitiveness introduced the Open Method for 
Coordination (OMC). 4  Th is was a half-hearted attempt to innovative 
the supranational governance system by introducing another method of 
cooperation. Europe’s declining growth and competitiveness today shows 
that it was largely a failure, and the half-baked innovation attempts of the 
OMC never became an effi  cient instrument due to the prevalent political 
culture and legalistic and managerial weaknesses at its conception. It did, 
however, point in the right direction of a more collaborative, comple-
mentary form of governance for the EU.   

3     Ineffi cacies Mushrooming 

 Since the realization of the common market and a (still incomplete) sin-
gle market, there has been a gradual shift of attention away from effi  cient 
functioning of the supranational system toward enlargement and grand 
political designs. 

4   Introduced by the European Council of Lisbon in 2000, it was a cooperation method designed to 
help member states progress jointly in the necessary reforms in order to complete the Lisbon agenda. 
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 Th is growing lack of societal connection was most apparent in a self- 
infl icted mini-crisis. Th e directly elected European Parliament used a rela-
tively minor disfunctioning, compared to the fi nancial waste in some EU 
programs or in its own operations, to assert its overseeing powers and forced 
the entire Commission to resign. Th e so-called Cresson aff air is thought to 
have strengthened the role of the Parliament (Priestley  2008 ). However, 
conversely it was also the beginning of the weakening of the hitherto undis-
puted standing of the Commission as the competent initiator of European 
policy, as determined by the treaty. Th is in turn would open the way for the 
cacophony coming out of member states’ capitals and Strasbourg, the seat 
of the Parliament. Despite the absence at the time of proper impact assess-
ment of new policy initiatives, these others did not make up for the careful 
preparatory work of the Commission, its often visionary and always high 
technocratic competence, and its search for European inclusiveness. 

 Th e culmination of this trend was the launch of a convention to draft 
a European constitution, which aimed to fi nd a new balance in the inher-
ently dualistic nature of the system, but in fact sought only to strengthen 
the supranational layer, and which thus overlooked the key functions of the 
member states in capital allocation and social protection; it also failed to 
do much about the focus of the supranational system itself on rule making 
and control, neglecting the equally important public governance function 
of coaching and mentoring. While the supranational system became ever 
more self-absorbed, despite the direct election of the European Parliament, 
indeed because of its integrationist and regulatory zeal, a new generation 
arrived for whom the old postwar narrative had little meaning and new 
ideas about economy and society were penetrating citizens’ minds, infl u-
enced by the very success of European integration and the cultural eff ects of 
new technologies. In parallel, with peace seemingly assured, the only other 
existential reason for the supranational system, prosperity for all, started to 
fl ounder because of so-called neoliberal thinking, which misses the ethical 
dimension of classical liberalism of Adam Smith and others. 

3.1     A Missing Link 

 In reality, from the very beginning theory and practice did not match. 
Decision making was based on deal making between the governments 
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of the member states in order to fi nd, as in traditional interstate  relations, 
a  juste retour  for what they were giving up. Th e focus on the European 
common interest was entrusted to the Commission with its sole right 
of initiative. Often decried as egoistic self-interest, governments are 
in fact doing what they are elected for, namely the management of 
their long- and short-term competitive interests, the basis for their 
welfare state provisions. However, the EU system lacks a method to 
properly include the latter in its economic thinking, because it falls 
under the competences of the member states and not its own. Th is 
creates a politically dangerous fault line, in addition to the weakness 
or even absence of fi rst defi ning an up-to-date and visionary European 
Common Good as an overarching policy framework, not as the sum of 
individual national interests. 5  

 It would be a truly signifi cant reform to include, even before an inno-
vation and a precautionary principle, a Common Good principle, and 
a method to defi ne it. It would facilitate the much needed shift from 
debt- driven toward innovation-driven economic growth and help to 
reduce the growing gaps within societies. But it should not be based on 
a rear mirror view, but on a future-oriented one, focusing on societal 
demand and not just on industrial supply, on emerging new forms of 
living and working together, of social cohesion and cultural diversity. 
To initiate such a process alone would already help to counter the poi-
son of resurgent backward-oriented nationalism, on the left and right of 
the political spectrum, in many member states. However, it will not be 
enough. Fundamental governance reforms are needed to defi ne and work 
 eff ectively toward a new European Common Good; they concern two 
key functions of governance: mentoring and regulating.  

3.2     An Overemphasis on Regulation 

 Th e most eff ective governance tool to achieve economic integration 
between states is regulation, as is also proven in other interstate coopera-
tion systems, such as the World Trade Organization (WTO). In the EC/
EU it is complemented with a mechanism to alleviate adjustment costs 

5   K. Gretschmann, op. cit. 
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in weaker economies, the so-called structural funds, whose effi  cacy are 
a matter for concern. European rules are directly applicable and do not 
need ratifi cation by national parliaments as is the case with traditional 
interstate (international) rule making. 

 Th e treaties envisaged two sorts of rules: those which allowed member 
states some discretion in their application (directives) and those which 
did not. Originally, the EC made more use of the former, but because 
of abuse by member states (application distorting the purpose, heaping 
additional rules upon it, etc.), the EU moved toward preferring regula-
tions, not least because the single market requires a level playing fi eld for 
companies both large and small. 

 Rule making results from long thought- and consensus-building 
processes among political decision makers that must align the inter-
ests of various stakeholders and the common (public) interest. It is 
based on the need to establish stable framework conditions for mar-
kets to function fairly and competitively, and/or to deal with the nega-
tive external costs caused by economic activities, which may either 
become too high or which can no longer be loaded on the public 
budget, sometimes openly, because they are deemed a public good, 
often in a hidden way to maximize profi tability. Regulatory interven-
tion follows or leads to shifts in the framework conditions for com-
petitiveness, off ering, in particular, new opportunities to those with 
a strong research basis, strategic agility, and innovative business mod-
els. Good and timely (de)regulation is part of the creative destruction 
processes lauded by Schumpeter, the basis for economic and social 
innovation. 

 However, today rapid scientifi c discovery and technological innova-
tion in the market can make existing regulation sometimes less effi  ca-
cious or even obsolete, either in its prescription and/or in its application. 
Th is results not only from the fact that regulation is mostly post-fact, 
but also because it leads to adaptation by the addressees. Unfortunately, 
one regulation is often followed by others, based on the same concepts 
that meanwhile may have become (partly) bypassed by adaptation of 
production processes or other industrial activity or in social behavior, 
in practice reducing or eliminating the needs which led to the original 
regulation. 
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 Once a regulatory trajectory is opened up, new (public and private) 
interests grow upon it that prevent timely regulatory innovation, includ-
ing simply pausing or defi nitively halting. Rigidity of purpose is often 
linked to a public good, but it should not necessarily be accompanied 
by rigidity of methods, in particular not when dealing with such diverse 
 contextual conditions as in the EU. Just continuing a particular regula-
tory trajectory without regular checks of its impact and costs, and without 
reexamination of the objectives themselves, is the main cause of excessive 
regulatory burden and costs. In the end, there is little or no benefi t left, 
and citizens increasingly consider the system illegitimate. It even starts 
to show authoritarianism, which may later spread, endangering liberal 
democracy and citizens’ freedoms. 

 To bring innovative thinking to regulatory reform processes, the 
 cognitive assumptions that have led to the introduction of the original 
 regulation must be externalized and compared with scientifi c advances 
which have happened in the meantime. An innovative analytical approach, 
independent pre- and regular postregulation impact assessment can 
expose inherent weakness in the regulatory methodology and can help to 
promote improvements. Th is requires innovation in governance culture 
and methods. 

 In governance and management science too there are regular break-
throughs and new concepts and methods, such as the concepts of 
experimentalist and of collaborative governance, the most relevant for 
the EU today. Th ey allow to complex systems such as the EU as a 
whole to be analyzed and permit focus on nonlinear dynamics, inter-
actions, and feedback, and taking into account known unknowns, to 
preserve strategic agility, within interdependent economic, political, 
and social systems. 

 A pioneer of systems thinking, Russell Achoff , formulated it succinctly: 
“Th e righter we try to do the wrong thing, the more wrong it becomes. It is 
therefore better to do the right thing wrong, learn from mistakes, and correct 
them.” Th erefore Commission and Council should rediscover the benefi ts of 
experiments; the Parliament should aim to become one for the twenty-fi rst 
century, not a parliamentary model of the bygone industrial age. Eurozone 
management has shown that reform is not impossible, but it is better to 
experiment with governance models in quieter times than during crisis.  
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3.3     Governance for the Digital Age 

 Th e EU has arrived in the digital age. Earlier reform proposals inscribed 
themselves within the established supranational, legalistic governance 
paradigm, but today, with deep economic and societal paradigm shifts, 
the EU is in need of system change, ultimately requiring treaty change; 
meanwhile, much can be done within the confi nes of the present one. 
Th e traditional functions of public governance, monitoring (establish-
ing and controlling regulatory architectures), mentoring (coaching and 
incentives for desired outcomes), and capital allocation to ensure social 
justice and economic and ecological resilience, cannot escape, within less 
than a decade, a transformation as profound as at the time of the estab-
lishment of the fi rst supranational system (the ECSC in 1952). 

 Legal science, the basis of regulation, assumes a linear dynamic and 
therefore has often a reductionist outcome in the reality of economic, 
social, or environmental conditions, even if this was not the intention 
of decision makers. In the EU, the heavy reliance on regulations results 
from the need to integrate markets between hitherto sovereign states. 
If it is applied beyond the pure integration mechanics, in other policy 
areas requiring diff erent methodologies and tools, there is a real risk of 
causing unintended collateral eff ects in the economy or in social systems. 
Th is is all the more the case because of the rigid procedural mechan-
ics, resulting from the interstate aspect of supranationalism, and used 
between decision- making institutions with often a strong silo approach 
and  related defense of own interest. 

 But one cannot govern the rapidly emerging postindustrial society 
with the concepts of the preindustrial one. Th e great transformation in 
Europe’s economy and societies triggered by globalization and digitaliza-
tion is accompanied by a great stagnation in public governance systems. 
National governance systems pay the price for their own rigid attach-
ment to outdated legalistic concepts: it leads to declining eff ectiveness of 
public policy with negative eff ects on competitiveness and budgets, on 
sustainability and social cohesion and, fi nally, on legitimacy. Regretfully, 
dominant political behavior and culture in the supranational system 
often fuels their reactions. Th e hierarchical, legalistic governance con-
cepts, culture, and methods of the EU system date from the 1950s, and 
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originated even earlier, and are as up to date as a typewriter. Fortunately, 
system rigidities have been amended a bit, occasionally, by pragmatism 
of those laboring in it. 

 Technology development has always led to profound change in societ-
ies as much as in markets, and in turn both are changing the political 
order and the required governance methodology. Th e competitiveness of 
nations, or groupings of nations such as the EU, is dependent on the 
competitiveness of their economies and the adaptability of their societ-
ies (Acemogly and Robinson  2012 ). Th e key challenge therefore is how 
to gain advantage out of the potential convergence between the various 
issues. Th is also requires a modernization of governance systems and 
methodology, including its basic concepts. 

 A radical innovation of the supranational system would be to  reconstruct 
its operation starting from the evidence of the complexity of issues it deals 
with, and inspired more by management than by legal science. Th e latter 
remains important because no system can function without rules, and cer-
tainly not a governance system based on sovereign member states, where the 
absence of rules would quickly degenerate into pure power  politics with inev-
itable disintegrating consequences for the system as a whole. But complexity 
management demands the active involvement of relevant and accountable 
stakeholders because of the often existing knowledge  asymmetries and the 
need to develop alignment in order to serve the Common Good. 

 Complexity is used extensively in the fi elds of strategic management 
and organizational studies to understand how organizations adapt to 
their environments (Von Hayek  1967 ). It seeks to understand the nature 
of a system, its constraints and interactions of its parts and generally takes 
an evolutionary approach to strategy and a fl exible one to rule imple-
mentation, for there is not one reality but, rather, many circumstantial 
realities. Several theories have arisen from various sciences studying com-
plex systems; by comparison with the natural sciences, there is relatively 
little work on developing a theory of complex social or political systems. 
Nevertheless, it can provide an innovative way of thinking about the 
EU and could change its strategic thinking, the structure, culture, and 
operations. It is already penetrating the most intelligent minds in the 
Commission or governments, but as an almost subterranean correction 
of the system’s persistent legalistic rigidities or political foibles. 
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 Th e principles of emergence, connectivity, interdependence, and 
 feedback are familiar from systems theory. Complexity builds on them 
and enriches it by articulating additional characteristics of complex 
 systems and by emphasizing their interrelationship and interdepen-
dence. To reach a deeper understanding of complex systems, multiple 
characteristics must be studied and a rich interrelationship picture 
built. Complex systems are able to adapt and evolve and thus create 
new order and  coherence. Entities in complex adaptive systems can 
change their interaction, acting on limited local knowledge, without 
doing what the system as a whole is doing, and they can also be self-
repairing and self-maintaining. Th e EU is a complex governance sys-
tem like no other. 

 Complexity approach to European policy making and management 
would facilitate the development and inclusion of the Common Good as 
an overriding objective for all citizens in all member states. It would also 
provide a basis for evidence-based policy making, for innovative applica-
tion of the existing precautionary, and the urgently needed  innovation 
principle as key tests for decision making in all the institutions and 
for their practical implementation management. It is a basis for a new 
overall governance approach. It will be an important step to help the 
Commission fully recapture the intellectual policy making leadership in 
Europe, in collaboration with its key partners, national governments. 
Th ey together have the accountability to citizens.   

4     Collaborative Governance 

 Within an experimental, multilayered governance system, the challenges 
of the present times require that hierarchical and legalistic approaches be 
complemented, if not replaced, by a collaborative governance culture and 
methodology. 

 Th e concept of collaborative governance emerged precisely because 
of increasing policy failures in traditional hierarchical, normative gover-
nance systems, resulting from inevitable knowledge asymmetries in com-
plex systems. Th ese cannot be mastered by a single authority, they can 
only be distributed among stakeholders and coached toward a Common 
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Good. To outline a Common Good itself today requires a process of 
 collaborative governance, because it needs to go beyond a mere economic 
defi nition of competitiveness, employment, or sustainability to include 
all aspects that can make the vast majority of people prosperous and 
 content. It thus also implies an ethical dimension, probably the most 
import glue in society (Sandel  1982 ). 

 Partly because of globalization and the ongoing change in the way 
information and communication is used, and sometimes abused, 
in  traditional or new media, partly because of strategic uncertainty 
caused by this asymmetric, incomplete, and rapidly outdated informa-
tion about technology and markets, and about their societal eff ects, 
ex ante static law making is increasingly no longer an effi  cient tool for 
government to produce value and to move toward a Common Good. 
Collaborative governance can be applied at every layer of governance, 
but the focus here is on the supranational one and its interaction with 
the national governance systems. Even strategic planning has become 
hazardous, because of the uncertainties about feedbacks in complex 
systems, and it would be better replaced by the concept of strategic 
agility (Doz and Kosonen  2014 ). 

 Th e key characteristic of collaborative governance is that it brings 
together public stakeholders, from the two principal layers (supranational 
and national), and private stakeholders in a collective forum to engage 
in consensus-oriented decision making. Its classic defi nition involves six 
criteria: (1) the forum is initiated by public institutions, (2) participants 
in the forum include nonstate actors, (3) participants engage directly in 
decision making and are not merely “consulted” by public institutions, 
(4) the forum is formally organized and meets collectively, (5) the forum 
aims to take decisions by consensus (even if consensus is not achieved in 
practice), and (6) the focus of collaboration is on public policy or public 
management (Ansell and Gash  2008 ). 

 Supranationalism itself was an innovative, experimentalist form of 
governance that managed to install systemic collaboration between sov-
ereign states, far more suited to the economic restructuring required at 
the time than classic international cooperation could ever be. But it does 
not respond to the criteria just outlined. Today, more than 60 years of 
advances in the integration process and new requirements resulting from 
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technological, economic, and societal shifts demand new and radical 
innovations in governance systems, in particular to overcome the key 
ineffi  cacies in the EU mentioned before. It needs a strong dose of innova-
tion again, and collaborative governance can provide this. 

 Th e realization of its fi rst grand political objective, to stabilize political 
and economic relations between Europe’s sovereign states through joint 
economic policy making, needs to be complemented in order to fi nd 
a new, attractive leading narrative: it needs integration with the main-
tenance and modernization of national welfare systems and it needs 
to become their prime guarantor, without seeking to centralize what 
belongs to the core identities and societal realities of the member states. 
All its internal and external policies need to be regularly checked against 
their impact on citizens’ welfare. Th is is as important today as achieving a 
resource effi  cient economy and ecological resilience, which can be useful, 
perhaps necessary tools, but not prime objectives. 

 Th erefore, the present EU system needs to leap beyond the concepts 
and methods inherited from a diff erent economic age, toward more col-
laborative forms of governance, with national governments and with 
other stakeholders to deliver innovative, postindustrial economic growth 
needed to maintain but modernize national welfare societies, and to con-
tribute to global stability (Fuchs  2013 ). Th is goal is incompatible with 
continuing regulatory overstretch and rigidities and with an ideologi-
cal pursuit of “ever more Europe,” no matter what for or how. It is also 
incompatible with linear, top-down hierarchical approaches that fail to 
grasp the complexities and interdependencies of economic competitive-
ness, ecological resilience, and scientifi c and technological progress. 

 Th e EU has elements of collaborative governance already in embry-
onic, experimental, or even emerging form, and no legal barriers should 
prevent their further development, until the next treaty change brings a 
more radical governance redesign in line with the requirements of the 
ongoing science- and technology-driven economic shifts. In order to deal 
with the rigidities of the system, a healthy dose of pragmatism has been 
there for a long time, it can now serve as one input for proper reforms, 
but slow, informal adaptations are not the same as system change and 
insuffi  cient to remedy the negative eff ects of its dualist nature and limited 
governance toolbox. 
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4.1     Public Initiation 

 Th e treaty provides the Commission the sole right of initiative; thus, it 
implicitly has the right to decide how to exercise it within the confi nes 
of the treaty and guidelines given by the European Council of Heads of 
State and Government. Th is institution is one of the few well-thought- out 
innovations of the Lisbon Treaty; in fact, it has more democratic legiti-
macy than many like to think, and it is potentially a highly useful partner 
for the Commission. 

 Th e most important starting inputs for eff ective collaborative gover-
nance are considerations of foresight and of public value, that is, the 
contribution to the Common Good. It was foresight that stimulated the 
Founding Fathers to launch the supranational, experimentalist model of 
European integration. It will be foresight that will help today’s leaders 
align the multiple visions of its future in the very diff erent and more 
complex global context of today. 

 Professional foresight is a transdisciplinary approach that seeks to 
improve the ability to anticipate, create, and manage change in a vari-
ety of domains (scientifi c, technological, environmental, economic, 
cultural, and societal), on a variety of scales (personal, organizational, 
societal, local, national, and global) and through a variety of methods. 
Th e overarching objective is to permanently and comprehensively estab-
lish  anticipatory thinking and a refl ective handling of uncertainty in gov-
ernment institutions. Th is requires changes in the culture of organization 
and the processes of communication (Buehler and Dorn  2013 ). 

 All too often, policy makers think in terms of legislative periods rather 
than a future, long-term view and act in ways that are, as a consequence, 
both short-range and reactive. By contrast, government foresight aims to 
improve political decision making by taking into account long-term and 
uncertain developments and derive strategies for governments from the 
acquired knowledge and insights. It can be particularly useful to ensure 
policy focus and coherence and strategy planning in the Commission 
because of its stable 5-year mandate. Perhaps it is no coincidence that the 
decline of interest in foresight, once prominently present in the Cellule 
de Prospective under Commission president Jacques Delors, happened at 
a time when thinking in EU institutions became more inward-looking 
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and silo based. It is a hopeful sign that the new Commission president 
Jean-Claude Juncker has given new importance to foresight through the 
establishment of the European Policy Strategy Center. However, fore-
sight and strategy are not identical. Th e former is the basis for the latter, 
which requires its own, often scenario-based, methodology and which 
should be part of the next phase in the process. 

 Foresight studies provide a solid launching platform for reform pro-
cesses, in particular in settings where uncertainty resulting from com-
plexity must be coped with and where a kaleidoscope of views and 
multiple, open and hidden, interests among diff erent governance lay-
ers and nonstate actors make the setting of policy direction very diffi  -
cult. Th ey greatly facilitate the development of a common framework 
of thinking and ultimately of alignment of policy vision. Th is is all the 
more important at a time when the traditional narratives for European 
integration and cooperation have waned and a new one, attractive to the 
generation for whom all the previous realizations are self-evident, has not 
yet been formulated nor percolated in their minds. An aligned vision and 
a common narrative can also help politicians to counterbalance the nega-
tive eff ects of the media on politics, whereby mass media and/or the new 
social media create, sometimes deliberately so, a view on reality which 
does not correspond to its real complex nature, which in turn can hinder 
eff ective policy making (Schudson  2002 ). 

 Equally important is the public value of the policy or rule intended. 
Originally intended as a yardstick in governance, it is an equally 
important concept for business, as Peter Drucker famously said: “Th e 
business of business is society” (not just markets). In order to be cred-
ible and accountable in the hearts and minds of Europe’s citizens, any 
Commission initiative should explain the potential public value, its 
specifi c contribution to the Common Good, in terms of its positive 
eff ects on innovation and consequently on economic growth and com-
petitiveness, in terms of prosperity for all and social cohesion and of 
respect for Europe’s diverse identities, and in a language that is intel-
ligible for all. Public value thinking goes beyond the underlying self-
interest approach of public institutions, as analyzed already by Max 
Weber, and beyond the focus on shareholder value regardless of other 
considerations and society’s interests (O’Flynn  2007 ). Th e public value 
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of a policy or rule determines its contribution to the Common Good 
and it is in particular important at the concluding phase of collabora-
tive governance processes. 

 It will be no less a change for corporations, which only hesitantly 
start to open up for new thinking about their role in the market and 
in society but which is still far away from applying it, driven as it is by 
short-term fi nancial interests, often purely transactional in the fi nancial 
services sector itself. Also the world of often righteous management of 
nongovernmental organizations (NGOs) is in for change if it wants to 
play a constructive role in the search for public value, because their often 
single issue, single study approach, frequently with a considerable dose of 
manipulation because of their lack of legal accountability, which corpora-
tions do have, does not fi t with complex realities and ignores collateral 
eff ects on communities and in the economy. 

 Th e benefi ts of the adoption of public value as the principal, over-
arching objective of policy making is its positive eff ect on credibility 
and accountability, while simultaneously improving effi  ciency. 6  Both 
approaches would greatly enrich the existing practice of Commission 
impact studies and take them beyond technocratic analysis. Foresight 
and public value allow governments and individual citizens, and civic 
groupings with an economic purpose, corporations, or others such as 
noneconomic issue organizations, to set their sights fi rst on what is 
needed for the long-term, common interest. It is very helpful to look 
beyond the silos. 

 Th ey thus contribute to fi nding a much needed new narrative for the 
European Union and they act as a motivational force for the many who 
do not dwell on the past. Th ereafter, when elaborating fl exible, strategic 
scenarios to achieve optimum outcomes, follows the discussion of how 
to overcome temporary, but often understandable, obstacles on the way 
forward and how they can be managed in order to minimize transition 
costs. However, this requires innovation in the traditional patterns of 
consultation as managed by the Commission and governments, and of 
advocacy by interest groups of all denominations.  

6   Stoker, op. cit. 
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4.2     Nonstate Actors 

 Th e innovation of consultation in the EU is the most practical and 
 useful  step toward (more) collaborative governance in the short term, 
given the fact that a revision of the Treaty to bring more radical gover-
nance reforms in line with collaborative governance principles is unlikely 
soon for political reasons. Th is seems to be recognized by the Commission 
in its communication on better regulation. 

 Real consultation is organized skepticism. It is not a cosmetic exercise, 
a benign one-off  opportunity for stakeholders to vent their views when in 
fact the direction of policy and much of its elaboration is already decided, 
as was all too often the case in the past. If properly executed, it can greatly 
contribute to the development of a common vision, the alignment of 
 diff erent interests and the legitimacy of policy. It is a key ingredient in the 
accountability of decision makers. It can provide useful inputs in the defi -
nition of public value and the development of fl exible strategic scenarios 
to achieve it. Th is can only be achieved if it is a permanent, dynamic pro-
cess of deliberation (Karpowitz and Mansbridge  2005 ). It can positively 
aff ect the strengthening of dual European-national identity, alignment, 
and consensus and a joint vision of the Common Good. All this is much 
needed in the EU and will undoubtedly improve its legitimacy. 

 Th ese desirable outcomes will not come automatically; they require 
careful preparation by the Commission as initiator. However well 
 intentioned and prepared the Commission may be, if the other stake-
holders are not, the process of consultation is unlikely to produce the 
desired outcomes for anyone. Here the EU has a problem which is truly 
not of its own making: the unpreparedness of those which it sees as its 
principal stakeholders to consult, after national governments. It goes 
deeper than the fact that the relatively small Brussels-based bureaucra-
cies of corporate or other civic groupings (confusingly labeled nongov-
ernmental, or civic society organizations, as if business does not, or 
should not, belong to society) may themselves lack the capacity to fully 
appreciate the task at hand or the consensual methods to execute it. 
Th e origin of this general problem is diff erent for corporate and non-
governmental organizations and it is rooted in their respective models 
to pursue their own goals. 
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 Today’s new challenges require bringing societal and public policy 
issues from the periphery to the core and developing a corporate strat-
egy that serves the public interest in a responsible way (Zadek  2007 ). 
Unfortunately, in stock-market-listed corporations this is diffi  cult 
because of short-termism of some institutional investors or speculative 
practices—a fundamental problem of today’s market functioning which 
intervention by a strong enough global market regulatory power, such as 
the EU, should correct in the interest of everyone. 

 In the European model of separation between the board of directors 
and CEO, the general view is that the chairman of the board is respon-
sible for the long-term interests of the company and for its forward and 
outward looking, while the CEO looks after day-to-day operations. 
Obviously, their cooperation is an important ingredient in the success of 
the company (Kakabadse et al.  2010 ). 

 As the key task of the board is setting the corporate strategy, this now 
defi nitively requires the development of an inclusive vision of the role 
of the corporation in society and of its interaction with that society. 
While the stock markets may still be at the stage of shareholder value 
before everything, in practice corporations have to consider their public 
value, too (Gomez and Meynhardt  2014 ). Failing to do so can lead to 
at least reputational damage resulting in a weaker (stock) market posi-
tion, and in due time also political and regulatory risk. Developing a 
vision corresponds to the need for building a collective view inside and 
outside the company about its contributions to society. It is far more 
demanding than fashionable mission statements or some corporate social 
responsibility action to plaster over more serious gaps. For the vision to 
be understood and accepted, it needs to start from the prevalent societal 
paradigms and policy makers’ challenges resulting from foresight, tech-
nological, economic, geopolitical developments and other inputs, not 
from the products or services themselves (Schepers  2010 ). 

 Such an inclusive vision is a form of humanizing the corporation; 
embedding it in its global, regional, and national societal contexts 
requires considering not just the market context but a territorial one, 
that is in a social structure, which is more complex to deal with (Th oenig 
and Waldman  2007 ). Th is requires profound understanding of paradigm 
changes, as much so as public decision makers. Engaging with politics 
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and society helps to acquire this and ultimately gives back insights to 
steer corporate strategy and improve competitiveness. 

 An additional, specifi cally European, problem is the coordination 
between the role of headquarters, European trade associations, and com-
pany subsidiaries in a multilayered governance system. Policy  making 
in the EU is a continuous trade-off  between the collective European 
economic interest and the national interests of the member states 
(Gretschmann  2001 ). It is therefore essential to smoothly manage the 
corporation involvement between the supranational and national level 
of decision making and to understand the role, interests, and procedure 
of each institution involved in order to avoid the likelihood that the best 
possible business approach ultimately does not deliver results. 

 Inappropriate strategy development and internal management gaps 
are the main causes for corporations that are insuffi  ciently prepared for 
mutually useful engagement in the public policy making process, even 
if the authorities off er the opportunity. Even if they were prepared, one 
would have to watch out for incumbents trying to defend their exist-
ing business model against innovators. Due to the lack of autonomous 
growth possibilities, many promising start-up companies are an easy 
acquisition target for cash-rich corporations. Th ey may do so in order to 
innovate their product or service range and in that case there is a public 
value resulting from it; but every so often they do so to bury a compet-
ing technology, which produces an economic and socially negative eff ect. 

 Th erefore, the identifi cation of innovative challengers to take part in 
consultation processes is highly important, together with the advice of 
scientists who have a good, peer reviewed standing and who can pro-
vide deep insight in scientifi c and technological developments. Th e 
Commission’s own Joint Research Center does play a useful role in 
impact assessment preparation, but it is embedded in the system and 
thus its independence cannot be guaranteed. Th e simplest and most effi  -
cient way to do so is consultation with multiple stakeholders based on 
 continuous dialogue and solid trust. 

 Internal innovation could bring corporations’ dearest wishes for better 
market regulation rapidly closer. But the experiences show that they are 
ill prepared to deliver their part of what they ask from the Commission 
and governments. Following repeated demands to alleviate the regulatory 
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burden, the Barroso Commission launched a program (REFIT) aimed at 
evaluating the implementation of regulations. It combines two objectives: 
simplifi cation (easier to understand) and reduction of regulatory burden 
(less monitoring, reporting and other requirements). It soon became 
apparent that the business side does not have the capabilities to deliver on 
time all the relevant inputs in impact assessment (such as  comprehensive 
social-economic analysis and others) nor the legal and regulatory exper-
tise, nor the political insights in all 28 member states’ interests and public 
administration operability, to be able to make a meaningful contribution 
to the EU co-decision-making system. 

 Th e problem from the perspective of NGOs is partly similar. Even 
more so than companies, which are subject to the strict rules of  corporate 
law, stock markets, and of legal transparency requirements, there is a 
management issue, though of a diff erent nature. Th e lack of legal require-
ments about their structure, governance, and operational and fi nancial 
transparency has facilitated the emergence of opaque structures and de 
facto oligarchic management. 

 Th e business model of the nonphilanthropic, political NGOs is based 
mostly on actions relating to single issues, driven by single studies, sel-
dom or never peer reviewed; this assures their growth in membership 
and income. It is supported by eff ective media coverage, in the tradi-
tional press and through new social media, which combine to create 
simple visions ignoring the systemic complexity in which these issues 
are embedded. NGOs, and policy makers under their spell or experienc-
ing information asymmetries, often assume the inevitability of economic, 
ecological, and social trade-off s, and this leads to a push for even more 
restrictions, regulations, and controls (Kramer and Porter  2011 ). Th is 
is partly the result of their own silo approach, partly of a preference for 
doom-and-gloom thinking and for moral grandstanding, popular among 
environmental organizations and researchers since the fi rst report of the 
Club of Rome,  Limits to Growth , and useful since it helps to bring in 
funding. Yet, it acquired a perhaps disproportionate infl uence. And it is a 
source of resurgent authoritarianism. 

 While the identifi cation of issues by NGOs is often very useful and 
a real contribution to the democratic debate, their solutions mostly are 
not. Both would have been better served with an inclusive approach, 
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based on resilience thinking and leading to public–private collaboration 
for research and technology developments designed to overcome the 
problems resulting from the fi rst and second industrial revolutions and 
from population growth. Th is is starting to be recognized. 

 However, the policy making deviation resulting from the present situ-
ation is more serious in Europe, because of particular characteristics of 
the supranational decision-making system. Due to the lack of democratic 
legitimacy, the EU Commission and Parliament prefer to rely on NGOs 
as presumed representatives of European citizens, which of course they 
are not; they have never been tested in an election. However, companies, 
as producers of goods and services, have a tangible public value, whereas 
NGOs have mainly an intangible one, quite a diff erence when it comes to 
ensuring people’s prosperity. Th us they not only generously subsidize them, 
but use them as objective allies in their struggle for “ever more Europe” as 
the panacea to solve all problems. Th e cornerstone of the welfare states, 
competitiveness, has come under stress as a result, and people blame the 
EU for failing to deliver what is its core task, namely creating the frame-
work conditions for innovation in growth, employment, and welfare. 

 While at the moment industry or NGOs are generally ill prepared to 
become truly useful and accountable partners for the Commission and 
governments in innovated consultation mechanisms, a natural and key 
democratic partner is almost completely overlooked: national parliaments. 

 Despite the existence of a European Parliament, real democratic 
 legitimacy and accountability still lies with the age old parliaments of 
the member states, deeply rooted in societal consciousness. Th ey are 
supposed to control not only the national governments, and thus their 
decision making in the Council and strategic steering in the European 
Council, they are also responsible for spending national taxation incomes 
and the maintenance and modernization of welfare and social protec-
tion mechanisms. While their role in European policy making is mostly 
limited to scrutiny of Commission proposals before the Council agrees 
on a common position, there is no obstacle in the treaty that prevents the 
extension of their role to the preproposal consultation processes of the 
Commission and indeed to the feedback evaluations. 

 It is surprising that this has not yet become a systemic part of suprana-
tional decision making, and another indication of the outdated, legalistic 
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thinking that today is so much an obstacle to governance  innovation, 
EU legitimacy, and democratic accountability. National parliaments 
are  overlooked because of the traditional interstate dimension of suprana-
tionalism, but on the other hand it produces regulations directly, applied 
often with far-reaching impacts in societies, so at the very least all national 
parliaments should be consulted at the dawn of major new policy devel-
opments (such as an energy union, a digital union, a resilience- based cir-
cular economy, and others). 

 It would be quite feasible for the Commission to meet the relevant 
committee(s) of national parliaments and to engage in a discussion with 
them based on its foresight and impact studies, possible scenarios and 
intended proposal(s). Th is would quickly lead to increased democratic 
legitimacy, to better alignment of the proposal with the member states 
before the technocratic discussions and negotiations in the Council 
working groups and before the fi rst reading in the European Parliament. 
It would merely add a couple of extra months and a bit of travel for a 
small delegation of senior Commission offi  cials, in principle the same 
team for all the capitals, in order to create a common framework in their 
minds. It would not change the role of the European Parliament in the 
formal codecision process. 

 In order to come to up-to-date forms of consultation processes, it is 
important to not only focus on the process methodology, but also on 
the participating stakeholders, which have some serious homework to do 
fi rst, whether they be industry or nongovernmental organizations. But 
the most signifi cant innovation would be to add a second, well- organized, 
and timely consultation path with all the national parliaments. No doubt 
legalistic traditionalists, fetishists of sovereignty theories, or federalist die- 
hards will unite to oppose such innovation, but the future belongs to 
innovators.  

4.3     Engaging in Decision Making 

 Th e EU is still far away from codecision as envisaged by collaborative 
 governance, yet much more can be achieved with an innovative approach, 
leaving intact the formalistic decision making in the institutions. 
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 A meaningful start to the consultation process with relevant stake-
holders and national parliaments requires an assessment, as accurately as 
 possible, of the various interests and confl icts among key stakeholders, 
both public and private ones. When this is not done, the consultation 
process may not only produce a fl awed consensus, and as a consequence 
a high risk of policy failure or rule ineff ectiveness, it will also increase dis-
satisfaction with the process itself and those who steer it. It will also fail 
to explain the potential contribution to the European Common Good 
and become quickly bogged down in technocratic discussions; these are 
necessary at a later stage, not when determining a vision, policy direction, 
and potential, alternative outcomes. 

 Th is key characteristic of collaborative governance is largely beyond 
the reach of Europeans today given the legal constraints of the present 
treaty, the prevalent sovereignty thinking in capitals, and the centralizing 
focus of a traditional parliament in Strasbourg. None of them responds to 
the needs of the digital age, which is rapidly weakening the traditional 
role of parliamentary representative democracy and bureaucratic con-
trol systems of the industrial age. In fact, the very technologies used to 
exercise hierarchical control are now increasingly being used against it, 
thanks to increased education, access to information, and easier means 
of  communication (Karvalics  2012 ). 

 It is inevitable that the supranational system moves from a hierarchi-
cal one toward a heterarchical system, far more suited to preparation and 
decision making in complex conditions in multilayered experimental 
governance systems. Th is will imply also that the move from directives, 
which leave member states some application space, to regulations, based 
on a “one size fi ts all” approach, need to be reversed in many instances. 
But the reason for this move, the undoing of the single market because 
of a national lack of proper application or of so-called gold-plating 
European regulations, will become obsolete when in a more collaborative 
system stakeholders are involved in every stage of a policy process. 

 Th erefore, the pre-decision-making phase of impact assessment based 
on analysis of complex, interdependent systems, on innovation and 
 precautionary principles, and on the desired outcomes for European citi-
zens, is all the more important to achieve decisions that are aligned with 
the Common Good. Not the procedures themselves, but the  transparent, 
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evidence-based inputs, and the open and fair engagement with national 
parliaments, off ering a national perspective, and of incumbent companies 
and challengers, reformed nongovernmental organizations, and indepen-
dent scientists, all off ering a common European perspective. 

 However, one should not overlook the limitations of scientifi c inputs. 
Science can play just as much a role in legitimizing political authority as in 
criticizing it, or it can even serve as a lightning rod for decision makers to 
shift their responsibility in the face of contentious decisions. Th is seems to 
be happening quite often with European agencies, whose original advisory 
role has extended in practice, further weakening democratic legitimacy of 
the system. Science and technology are not static, nor are societies, even 
less so in an economy based on rapidly evolving technologies. Th is pro-
vides another reason why the legalistic approach is insuffi  cient because 
it starts from an erroneous belief that there are linear relations between 
quantifi able variables, whereas the reality of complex system analysis 
shows that they are in constant interaction and change. Real stakeholder 
engagement and exchanges can help to overcome  scientifi c limitations as 
well as their own individual tunnel visions, creating a real added value 
for the Commission as policy initiator. Rather than being a prisoner of 
national experts off ering their own approach and being forced to aggregate 
them, the Commission will more easily fi nd the way toward a European 
Common Good and eff ective mentoring and regulating in the variety of 
inputs and feedback during the consultation processes. 

 Governance cannot be entirely top-down or bottom-up. Effi  cient 
 governance in the public interest requires a balanced mixture of both. 
Th is  can make the supranational system, provided it is reformed fun-
damentally, including its political-administrative culture, well suited 
to the current and future economic, ecological, and societal challenges 
of Europe. 7  In practice it will be necessary to preserve a (smaller than 
today)  dose of traditional legal and hierarchical characteristics, but to 
complement them with an equally large dose of new governance char-
acteristics, such as refl exive and open coordination, stimulating peer 
review (and not just corrective), soft-law-style self-regulation or specifi c 
incentives, transparency as a rule with limited but supervised exceptions, 

7   See chapter on foresight. 
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experimentation and alignment building through deliberations, using 
evidence-based arguments based on analysis of issue and system com-
plexity (Poul  2010 ). 

 Eff ective deliberation among the stakeholders requires that parties 
are willing, even forced to share relevant information, even though trans-
parency may be reduced by accepting that participants are not quoted 
outside meetings or that certain sensitive information remains privy 
to the Commission. However, one should realize that too much transpar-
ency can have adverse eff ects, too, such as increasing misunderstandings 
or undermining trust (Maucher  2011 ). 

 Th is in turn raises the question of accountability of all the actors in the 
process. Th e legalistic approach of accountability in the supranational 
limits it to formalistic types, such as political (toward the Council and 
Parliament), fi nancial (toward the Court of Auditors and other auditing 
bodies), managerial (in the case of agencies), or the Court of Justice and 
the Ombudsman (Busuioc  2013 ). 

 Th is is too restrictive a view of accountability. When the Commission 
opens a consultation process using the inputs described before, all actors 
must either amend their analysis of the European Common Good or 
subscribe to it and focus on fi nding the least burdensome way for all 
stakeholders (companies, public administrations, citizens) to achieve it. 
Th e effi  cacy for the Common Good of any institution and its normative 
frameworks depend on the context and (at least partly) on specifi c goals. 
It implies not only evidence-based operation of the system, but also that 
for all participants in such a deliberative process there must be a set of 
shared principles of justice, a set of ethical and legal norms without which 
they cannot function (Rawls  1972 ). Given the current defi ciencies indi-
cated with corporate and nongovernmental actors, an eff ort to remedy 
these is required; without this, accountability will remain limited to the 
consultation results with national parliaments.  

4.4     Formal Organization and Collective Meetings 

 Collaborative governance needs formal organization, ensuring that all 
stakeholders take part on equal footing and that there is clear progress 
toward a concrete outcome, being the setting of policy objectives, the 
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outline of a regulatory architecture, or simply solving the practicalities in 
the invariably diverse realities. 

 Th is is easy enough to achieve, but the fi nal, decisive step of col-
laborative governance, collective decision making, is impossible in the 
European supranational system because of the current institutional setup 
and division of powers. It is even the question of whether it is desir-
able, the experience of the Constitutional Convention and the treaty that 
 ultimately came out of it should give pause for thought. Considering the 
complex nature of any multilayered system, it may not be a disadvan-
tage, certainly at the experimental phase, to have an informal part, where 
accountable stakeholders reach a desired outcome, and then pass it on 
to the formal, legalistic part, where the institutions move the decision 
making to its conclusion. Th is does not have to be an empty last step: the 
institutions are part of the process from the beginning themselves, only 
they retreat to formalize it using their ultimate regulatory power. Some 
people may object that it limits democratic decision making: rightly so, 
it limits electorally driven, ideologically distorted decisions with little 
basis in day-to-day, complex economic and social realities, which cause 
so much damage today. Traditional parliamentary democracy has reached 
its limits in the new economic, societal, and cultural realities of the digital 
age, a bit like aristocratic governance came to an end with the emergence 
of early industrialism and trade. An election is not an anointment by 
divine right to do whatever, whenever. 

 In the EU, to be sure, the practice of hearings is a far cry from col-
laborative governance, because of its one-directional question and answer 
method. It does not allow for multiperspective analysis and for alignment 
building toward a shared vision of desired outcomes. Key inputs such as 
foresight, innovation and precaution, resilience, and public value, which 
all help to determine the Common Good, are not present or just superfi -
cially. Th e practice of large “consultation conferences” is even less useful. 

 In a multilayered system, with an inevitably hierarchical dimension 
between the supranational institutions and the national governments, 
it is nevertheless possible to develop successful new forms. Th e EU 
has already done so with a variety of supportive governance structures, 
which add a heterarchical dimension (Kjaer  2010 ). Only the rules of 
procedure and the management culture of most of these bodies, commit-
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tees of all kinds, and de facto coregulatory agencies are in dire need of 
 radical  innovation if they want to be considered as collaborative by even 
the most benign of observers. 

 Given the conceptual poverty and methodological weaknesses of 
 business and nongovernmental actors, it may be desirable to organize, 
separately from the consultation with each of the national parliaments, a 
series of consultation groups, each with a diverse, tripartite composition 
(European and national offi  cials, representatives from diverse business 
sectors and from NGOs, and academics). In this way one can avoid the 
danger of ideological guerrilla warfare.  

4.5     Consensual Decision Making 

 Given the required preparatory eff orts described earlier to make 
 collaborative governance an eff ective method, one should assume that 
the goal, the Common Good or a specifi c aspect of it, to be pursued are 
shared by all participants in the process. Cooperation between the actors 
in the process will hardly be possible if they do not at least have a shared 
objective, even if they may diff er on the ways to achieve it. Th erefore, it 
is so important that the culture of the leader of the consultation process, 
the Commission, is that of a true and fair “director of the orchestra” 
(Blauberger and Rittberger  2014 ). 

 At this fi nal stage, achieving public value of the fi nal outcome is impor-
tant. Th ere are a number of prerequisites. Its search in economic matters 
is more comprehensive, hence more complex, than merely seeking to 
soften the dominant shareholder approach, as the concept of corporate 
social responsibility does. One cannot fi rst make money knowingly with 
ecological destruction and then spend some of that money to set up an 
animal reserve, or destroying the social harmony and beauty of a city, 
and then pay for an art museum or a school for deprived children. Public 
value of some product, service, rule, or any activity requires inputs from 
a wide range of stakeholders and an open-minded, relational approach 
by each of them to seek if and how it supports the Common Good in 
the context of the shifts analyzed by foresight studies. It is a fundamental 
departure from the traditional top-down approach of governance and 
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in practice demands permanent learning and adaptation, which makes 
it well suited to the future networked economy and society. It requires 
equal changes in company strategy and management, or indeed with 
other actors. A learning collaborative system is one in which cognition is 
distributed among its participants and used for individual outcomes that 
together serve the Common Good. 

 Consensual decision making will also be easier if one tries to focus 
on  sharing opportunities rather than on sharing burdens. Th is can be 
facilitated by putting the emphasis on starting innovation cycles based on 
a new logic adapted to the postindustrial age and the ecological and social 
challenges resulting from the industrial and the new one. Th erefore, a 
new logic must be based on developing a more resilient economy and 
society and the tool to achieve this is the so-called circular, or resource- 
effi  cient, economy. 

 Nowadays, the inclusion of the concept of resilience in a public value 
analysis cannot be overlooked because of its importance to  stability or to 
nondisruptive evolution in complex systems and to ensuring a competitive 
but resource-effi  cient economy, inevitably requiring a lot of  diversifi cation 
in methodology by industrial sector. Resilience is the capacity to understand 
the interacting elements of complex systems and how they self-organize and 
change over time and can be infl uenced to maintain a desirable equilibrium 
(Biggs et al.  2015 ). Given that the value of strategic planning is quite limited 
when dealing with complexity, ensuring that a system remains resilient, and 
thus also adaptable, while avoiding total turbulence, is a major policy goal. 

 Resilience thinking therefore makes it possible to move away from conser-
vation-based policy, with its narrow focus on regulatory and accessory actions, 
to ensure that economic-ecological, or social, systems are not disturbed by 
trying to meet specifi c, often ad hoc, targets, and which is the source of a 
large part of the regulatory burden in the EU, of ineff ective and costly regula-
tions. Th is will help to overcome much antagonism in the present system and 
facilitate consensual outcomes. As discussed earlier, regulation follows a linear 
and therefore restrictive approach to managing complex systems, often based 
on a single issue study, lacking interdisciplinary inputs and real world checks. 
It dominates much of EU thinking on health and the environment, which is 
based on the Amsterdam Treaty (1999), and on political views and scientifi c 
knowledge predating it. 
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 What the EU really needs is a multidisciplinary scientifi c approach 
and other governance tools to achieve desired objectives. Th is can be 
done through collaborative management between research, industry, and 
government and by a broad, coherent spectrum of public and  private 
investments in research and innovation. It would help to achieve  better 
regulation and increase sustainability and competitiveness simultane-
ously and thus build comprehensive public value, not just ecological 
value. Perhaps it will also help against the technophobia, which seems to 
hover over the European Parliament, though its origin may lie as much in 
its populist search for credibility, given the steady decline of voter turnout 
since the fi rst direct elections in 1979, as in its capability gap to evalu-
ate new science and technology, due to its own rejection of independent 
impact assessments. 

 Consensual decision making is not the same as making a patch-
work of individual wish lists, designed to protect existing bureaucratic 
 practices, business models, or the market of NGO actions. It requires 
all  stakeholders to fi rst seek to share the foresight analysis, and then 
the potential scenarios or impact studies of a given policy proposal. 
Th is is as much a mental exercise, requiring openness and transpar-
ency about views and interests, as one of evaluating facts, bridging 
information asymmetries, and exploring potential processes to desired 
outcomes. 

 Th e Commission can mentor this, as it has relevant experiences, such as 
from the so-called European regulatory networks, which allow informal 
deliberations and a nonhierarchical approach of problem solving. Also the 
Open Method of Coordination could provide lessons, despite its relative 
failure to deliver because of some original design errors. Orchestration is 
not the same as delegation, or even less a superior–subordinate relation-
ship. It of course requires a culture of seeking a joint objective, creating 
mutual dependence and interest; if that basic element is missing, perhaps 
because of a failure of gradual alignment, then one is back to traditional 
rule making with all its weaknesses and failures. 

 Consensual decision, at the end of the process of collaborative 
 governance, in many cases still needs to take the form of a directive or 
regulation, though there is now suffi  cient experience with other forms of 
stabilizing agreements reached to include them fully in the EU  governance 
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toolbox. One can think of self-regulation by certain groups of actors, of 
peer review mechanisms, incentives of all kind, and other methods that 
help to steer individual and collective behavior in a desired direction.   

5     Conclusion 

 Th e fi rst president of the European Council off ered a deep insight in the 
nature of the European Union by making a distinction between Europe 
as a space and as a home. 8  Spaces need order, often spontaneously or 
deliberatively agreed, mostly cultural determined as in families. Order 
in public spaces is the prime role of any form of governance (Fukuyama 
 2011 ). As mentioned before, otherwise there is no social life possible, 
and without it individuals do not survive at all or barely. Th e nature of 
governance determines how much people can feel at home in a space and 
can pursue their happiness there. Refugees understand this distinction 
very well. 

 Th e local, European, global market is a space where citizens produce 
the goods and services that they (presume to) need for their survival and 
material welfare, which allows the development of their personalities 
and co-infl uences their happiness. Markets need rules for access, such 
as product standards and other criteria and rules of operation, such as 
antitrust rules and others. But a legal-economic structure becomes only a 
social home when other criteria, often intangible ones, are fulfi lled. 

 In a historic perspective the EC/EU has done very well. But its very 
successes require continuous innovation of its governance system, culture, 
and methods; otherwise, the spatial or the homely dimension  suff ers, 
and when the feeling of belonging declines, spaces lose their support. 
Th is is what has happened in Europe because of the pursuit of a single 
interpretation (centralizing federalism) of a single legalistic model (supra-
nationalism) for Europe. Multiple objectives require multiple forms of 
public governance; their management needs to be varied depending on 
inherent policy characteristics and desired outcomes. As a multilayered 

8   H. Count Van Rompuy, president of the European Council, on receiving the Charlemagne Prize 
in Aachen, May 29, 2014. 
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governance system, the EU has often been pragmatic and experimented 
with other forms of cooperation, but they never received proper, equal 
importance. 

 Th e present age demands innovation to ensure the unique European, 
humanistic model, but economic paradigmatic innovation has always 
gone hand in hand with equally signifi cant governance innovation; each 
facilitates the other and contributes to the Common Good, providing the 
framework for the individual pursuit of happiness.      
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      Th e recommendations of the HLG on Innovation Policy Management 
(HLG Secretariat 2013) assert that a radical new approach to innova-
tion policy is needed. Th is vision, based on an innovation ecosystem 
(ideas, institutions, policies, regulation) can only be achieved through all- 
encompassing, collaborative governance that is interactive and value gener-
ating. Th is chapter pinpoints the crucial role of institutional arrangements 
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as the driving force for achieving such radical change. Redesign for col-
laborative governance needs regional political cohesion, dynamic interac-
tions, and cooperative, broader stakeholder engagements. 

1     Introduction 

 Th e Innovation Union Scoreboard (IUS) and INNO policy Trendchart 
have charted innovation performance of member states within the 
European Union (EU). Th e IUS measures innovation across 25 indi-
cators as enablers, fi rm activities, and outputs. Trendchart 1  (2013) 
 captures the growth in EU-level funding (Fig.  8.1 ), along with more 
than 2,000 policy measures 2  that have been launched at the national 

1   http://ec.europa.eu/DocsRoom/documents/5220/attachments/1/translations/en/renditions/
native 
2   Measure that mobilizes resources (fi nancial, organizational, or human) through publically funded 
research and innovation. 
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level. Innovation league table leaders are Denmark, Finland, Germany, 
and Sweden. Th e combined motivations underpinning such initiatives, 
programs and their instruments, 3  asserts innovation is the supranational 
competitive driver, and its renewal is to address the many “grand societal 
challenges” ahead, such as climate change, energy, health, and agro-food 
(Geels  2014 ). Th us, policy makers and fi rms must radically reorient their 
alignments for this new wave of innovation. Th e problems are as fol-
lows: (1) the existing innovation frameworks are more often industry 
or  fi rm- centric; (2) measurement data capture is designed to be narrow, 
where it diff erentiates the richer from poorer states (modest countries 
may not have suffi  cient infrastructures to get the data or it may be very 
expensive); and (3) governmental institutions seem not to be well suited 
in their current form, unless it is in their interests to really facilitate or 
solve the societal/ social challenges. Further, the isolated transactional 
interest-based decision-making process is impacted mostly, but pays little 
attention to civil society and real public opinions.

   In the post-World War II era (1945–1973), European social and 
economic institutional arrangements (DiMaggio and Powell  1983 ) 
had helped triple the average citizen’s buying power and reduced typi-
cal working hours by one-third (Eichengreen  2008 ). In the latter part 
of the twentieth century, intentional design by the group of elitist oli-
gopolistic governments was for greater collaboration between member 
states. Governance design, such as the Single European Act (SEA) that 
came into force in 1987, was the basis for building the single market. 
Th e Delors report (1989) set out three stages of monetary and economic 
union whereby in 1999 the single currency, the Euro, was introduced, 
along with a single monetary policy under the authority of European 
Central Bank (ECB). Th e regulatory golden age (Levi-Faur  2011 , p. 814) 
had cut down the barriers between member states, opened up the com-
mon market, and allowed for the free movement of goods, capital, ser-
vices, and people. 

 Innovation transited into technological cooperations (scientifi c, 
research, knowledge) focusing supranational (EU)—government 
(national)—business (corporate) tripart relations on industry-science 

3   Europe 2020; EC 2013, 2015). 
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linkages for dominant benefi t. Th en new diverse partnerships, that were 
encouraged through policy mechanisms, fostered public–private part-
nerships as knowledge transfers, advisory services, joint ventures, spin-
off s, and innovation networks. But again, governance design selective 
 processes ensured lucrative contracts went to the preferred few, in an 
otherwise supposedly merit based system. Th us the typical linear vertical 
systems (research, invention, innovation, diff usion) served industry and 
industrial developments’ leading fi rms. Consequently, governance policy 
pathways have supported more incremental innovation streams, through 
the technoscientifi c programs’ (3–7 years) renewable funding. In essence, 
the institutional process has benefi ted and given preference to narrower 
stable known relationships within life cycles. Critical to institutional 
arrangement have been the few, increasingly specialized and experienced 
growing private corporate sector organizations as the value creators. 

 At EU level, evidence-led learning from institutional innovation gov-
ernance of the last 10 years (Fig.  8.1  above) highlights that regional inno-
vation policy implementation has supported to a greater extent the more 
technologically advanced countries, which in turn have dominated eco-
nomically. Th e same member states consistently lead the league tables. 
A widening governance/ innovation gap has extended between the diff er-
ent member states (followers/ modest innovators—see Table  8.1  below). 
Further, each member state owns national innovation approaches and has 
been and is infl uenced by the protectionist supranational-level competi-
tive processes and their eff ects, that is, EU-level grants and funding pro-
cedures, an ever growing range of rational measurements, sociopolitics, 

    Table 8.1    Policy governance framework   

 Level  Policy process  Structure/system 

 Supranational 
 Implementation      

 Decentralization 

 National 
 Integration              

 Cooperation 

 Regional a  
 Formulation            

 Diversity and autonomy 

 Local 
 Idea generation      

 Engagement 

   Source : Designed by authors 
  a This region is within the Nation  
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sophisticated selection criteria, lobbying for access, and special interest 
groups, etc., causing invisible limitations as formal (constitution, laws, 
regulations, rights) and informal (customs, traditions, cultures, networks) 
constraints. Th us, governance impact has emerged as complex and over-
stringent, not eff ectively addressing each country’s specifi c  conditions 
and requirements, as part of an EU coherent policy design and its regu-
latory methods of cooperation between member states. Public society 
participation remains missing in what should be a tetra-relationship of 
inclusive public governance. Policy social impacts refl ect diff erences as 
salaries, living standards, skills development, growth, job opportunities, 
and health risks, where exploitation and diversity serves elitist agendas. 
Consequently, this leads to further mistrust and disunity with a supra-
national body that is then perceived unfavorably by the less affl  uent and 
greater controlled member states.

   Th e impact of the fi nancial crisis (2007–2008) in Europe exposed 
diff erences to such an extent where certain national governance sys-
tems failed and resilience risks at the supranational and national levels 
emerged. Th e rhetoric of the Lisbon Strategy goal (2000; 2010) “to make 
the EU the most dynamic and competitive knowledge-based economy 
in the world, capable of sustainable economic growth with more and 
better jobs and greater social cohesion” was not achieved. Th e great 
transformation in Europe’s economy and societies triggered by tech-
nology developments has instead been accompanied by a stagnation in 
public governance systems. Th is has led, together with insuffi  cient evi-
dence-based policy making, to declining eff ectiveness of public policy 
(Gieve and Provost  2012 ), accompanied by a growing political pro-
tectionism and regulatory burden, resulting in negative eff ects on 
 competitiveness, social equality, and sustainability. European governance 
today is in urgent need of change, as the embedded nature of current 
governance “regimes” is serving the old “divide and rule” mentality, with 
a reluctance to change, as it is working well for certain interest groups. 

 Th e EU governance system and structures are professionally formalized 
(constitution, treaties), but in practice the supranational and national 
interests remain confl icted. Th ere are growing challenges to alignment. 
Th e Europe 2020 Horizon work program rhetoric, off ering €80 billion 
in funding for projects, refl ects many of the problems that divide Europe 
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today. But, if the intention is to equally balance Europe’s 28 member 
nations, how long and expensive was the German reunifi cation pro-
cess alone? What happened to Yugoslavia in 1991? What is happening 
in Greece in 2015? Th e rise and fall, as integration of older and newer 
member states, exemplifi ed by the Ukraine, is at a critical juncture, as the 
existing regulative, normative, and cognitive pillars of institution (Scott 
 2001 ) that historically served economic and technological competitive-
ness must now serve wider social challenges. But your neighbor’s problem 
is these days your problem, too! Th e underlying pattern suggests that 
within supranational institutions, there is a struggle between two oppos-
ing worldviews (the US transactional debt-based mode and the European 
social model). What is Europe’s own philosophical value? How does it 
understand Solidarity? And where is its foreign policy?  

2     Contrasting Philosophical Foundations 
of European Governance 

 Modern-day Western institutional and corporate governance systems have 
emerged from the Roman Empire (27 BC–AD 476) and the Christian 
crusades. Pope Innocent IV (1252) charged the institutions of the day, 
that is, townships, universities, guilds, and liveries, with the dual respon-
sibilities of wealth creation and equitable redistribution. Th e religiously 
informed “social” model of institutional governance dominated in Europe 
for approximately 250 years. 

 Th eologically parting, Henry VIII’s adoption of the Protestant 
Reformation (1529–1537) gave him increased monarchist rights. English 
royalty was in desperate need of funds and the Royal Charter was used 
to attract wealth creators. For a fee, the monarch gave privileged and 
exclusive right to trade and undertake business activities in a particular 
locality or sector. Depending on the success of the venture, the monarch 
then shared the profi t with the individual/ institutional holder of the 
Royal Charter. Th us was introduced the counter-model of corporate gov-
ernance, that of  shareholder  privilege or value. 

 Th e more mature and ethically informed “social” shareholder model 
and the English royalty shareholder model of corporate governance sat 
side by side in Europe until the rise of America as a global power. 
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 In America during the 1910/1920s, a transition of dominant wealth 
creators from being managers to investors occurred. Th e question 
arose: how can the funds of the shareholder could be protected from 
 “unscrupulous” managers? On the basis of a defi ciency of trust, in contrast 
to the European social model, Harvard Business School experimented 
with the drafting of protocols and regulations that channeled manag-
ers’ activities to invest shareholder funds in an honest, transparent, and 
appropriate way. In the drafting of these protocols, Harvard Law School 
challenged Harvard Business School by stating that the monitoring of the 
enterprise was insuffi  cient to both protect and eff ectively capitalize share-
holder funds. Without an understanding of context (internal and external 
to the organization) managers would pursue whatever goals they had in 
mind. What was required was eff ective mentoring of management by the 
board, bearing in mind the challenges faced in that context. 

 Th us emerges the longstanding debate on how the twin and contrast-
ing functions of governance: monitoring and mentoring could be aligned 
(Berle and Means  1932 ; Jensen and Meckling  1976 ; Fama and Jensen 
 1983 ; Donaldson and Davis  1991 ). Th e perspective of Harvard Business 
School took precedence; board attention was and has become more pre-
occupied with the monitoring of procedures. 

 Th e institutional response to the fi nancial crisis (2007–2008) was regula-
tory and procedural intervention. However, monitoring without mentoring 
refl ects ineffi  cient governance. A culture of monitoring alone leads to mistrust 
and constant interrogation, the cause of dysfunctionality. Th ere is in practice, 
a continuous sharing of control and trust between owners and managers—
it is a matter of adapting the inter- “monitoring- mentoring” relationship to 
align with the context, and of owner-manager appetites to be engaged for 
risk taking. In the case of the EU, member state relations, power agendas, 
political views, and reelection motivations often feature in policy formulation 
(Khan and Kakabadse  2014 ). Over the years there has been a considerable 
growth in lobbying practices within Europe, where lobbying itself has limited 
regulation. Further, these days the role of media and social media have become 
a platform and mechanism for shaping the agenda. Media ownership remains 
largely in the control of a few people; it is easier to direct editors and their 
journalists’ biases to refl ect the power play between groups. It seems odd that 
the current Syrian refugee crisis is a headline, yet what is actually happening in 
Syria remains less reported. Th us, the public engage social media and mobile 
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communications more and more to raise awareness and truth of the issues, but 
these interactions are also increasingly being closely monitored. 

 Th ere will always be diff erent national governance systems within a 
supranational region. State systems themselves may change direction 
with each newly elected government. Th e cohesion challenge is for 
 collaboration to off er a set of structural and systemic mechanisms that 
are overarching and, at the same time, fl exible, enabling adoption by 
diff erent national frameworks (state/ liberal/ coordinated) and collec-
tive markets successfully. Concurrently, politicians and leaders of Europe 
face the bigger challenge of establishing and practicing governance values 
that truly refl ect the “European Ideal” that they actually are striving for. 
Th e unwelcome reality is that Europe has been designed to be as it is at 
present, and the challenge is for those in a position to do so, to radically 
alter the nature of collaborations—as this is leads toward a self-destruc-
tive European trajectory. Majone ( 1997 ) explained many years ago that 
global competitiveness is where innovation rewards regulatory institu-
tions that are depending on their strategic choices.  

3     Value Delivery for Governance 

 Th e nature and culture of organization, whether institutional or privately 
governed, is bound to an understanding of value. Th is maybe explicit, 
but more often remains implicit within practices. It can be discretely 
observed as purpose, motivation, and success. During the 1990s, tech-
nology supported internationalization and the focus of organization was 
on shareholder value, that is, making money. In the early twentieth cen-
tury, the Harvard school of thought turned the attention toward stake-
holders (Freeman  2010 ), those with direct interests in organization, or 
in our case institutional, success or failure. Kakabadse’s (2015) fi ndings 
of a 5-year study into stakeholder engagement 4  articulate that sustained 
success is focused on value delivery. First, there has to be a consensus 
about value. Second, the focus is on getting a view on engagement and 

4   Research carried out across 14 countries, including 80 interviews with private, public, and third 
sectors. 
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alignment, that is, the context. Th en and only then, strategy (S) can be 
formulated, which is a good fi t to the context (E × A): 

 Strategy + (Engagement × Alignment) = Value delivery 
 (Kakabadse  2015 , p. 20). 
 However, the research found that in 82 % of cases, value creation was 

strategy 5  led by leadership (internal dependency on knowledge/capabil-
ity/resources/sensemaking), but ignored engagement concerns, derailing 
the strategy. Actually longer term sustainable success depends on “getting 
the realities of engagement and realities of structure and systems align-
ment right, to make things happen now, where strategic thinking shapes 
the future” (Kakabadse  2015 , p.  17). Th is explanation not only chal-
lenges old school leadership strategy-led thinking, advocated by many 
business schools, but explains leadership’s critical role in testing and 
retesting value propositions to the context. 

 Holistic appreciation of this simplifi ed formula off ers explanation rel-
evant not only to corporate failures, growth of organizations, turnaround 
strategies of fi rms to their markets, new market entry, but also in this case 
institutional governance of the European Union. Where the context has 
radically changed toward volatility, uncertainty, complexity, and ambi-
guity (VUCA), EU institutional governance policies and instruments 
 (strategy) for innovation need to be radically restructured to the new 
context. Th e question is whether the renewal of governance structures 
and systems are to be designed for the real “common good” of Europe, 
or to serve the interests of the same elites of today but in a new context. 
What is the value proposition? Th e problem is Europe is entangled in a 
power struggle between those that want a “common good” and those that 
want to preserve the status quo arrangement (resistance). 

 While there is a need to make the distinction between institutional 
(state/ supranational) and corporate governance, at the same the ques-
tion arises whether today’s state or supranational region is and can be run 
more and more like a corporate entity? Th e historic development of and 
crises within EU governance is subject to similar agency and stewardship 
concerns. Further, where engagement and alignment are intertwined, the 
evidence suggests institutional arrangements are actually disengaged and 

5   Leadership often create and implement strategy alone, based on their own perceptions. 
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misaligned. EU current governance innovation systems and people appear 
to be following the corporate Harvard shareholder approach more, at a 
time when the context has changed. 

 Let us consider the issues of present-day corporate entities. Evidence 
from global studies of over 12,500 organizations across 21 countries 
and over 5,000 boards across 14 countries (Kakabadse  2015 ), identi-
fies that dissention and an incapacity to engage are the norm with 
damaging consequences for the enterprise. It is not uncommon that 
less than 30 % of employees within an organization are fully engaged 
and delivering value to the business. This can be perceived in two 
ways. First, employees are not themselves engaging in the workplace. 
Second, current corporate culture does not allow diverse opinions 
and ideas to flourish, restricting only those that fit the profile to fully 
engage within the organization. 

 Even within top teams, 34 % find themselves unable to agree on 
the mission, vision, and strategy and regularly enter into unpro-
ductive interactions that lead to a misalignment of thinking and 
ill usage of resources. This suggests self-interest above common 
interest. Another issue is that of open and transparent communica-
tion, as 65 % of top teams are inhibited to raise the relevant and 
uncomfortable issues and, through inaction, allow the organization 
to deteriorate. Corporate crises rarely happen overnight and without 
prior knowledge. The question here is what is the type and nature of 
leadership that is resulting in such team dynamics? 

 In terms of value delivery, perceptions vary within organizations 
at different levels. Boards are down rated by their management by 
more than 55 %, and are often considered to be out of touch with 
the challenges facing the enterprise. In terms of monitoring, 80 % of 
the boards were found to be out of touch with the reality of the orga-
nization. The information flows and communication interactions are 
partial and incomplete, which affects decision making and motiva-
tions. Considering the EU, career politicians interests seem distinct 
to the rhetoric of the European Ideal (i.e., intelligent manipulation), 
or it may be that a good personal life overrides the ground realties of 
ordinary people of Europe. 
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 Ultimately, talking about the truth is pr oblematic (Kakabadse  2015 ) 
the higher up the organization you go. Many if not all of these fi ndings 
are likely to exist within institutional environments.   

4     Toward Collaborative Governance 

 EU governance has and continues to engage both Open Method 
of Coordination (OMC) and Community Method (CM). OMC 
(the Amsterdam Treaty, 1997) rests on soft law mechanisms as guidelines. 
First, the Council of Ministers agree on broad policy goals. Th en member 
states shape their national and regional policies. Next, benchmarks and 
indicators are agreed for best practice. Th e criticisms of this approach 
are that of signifi cant variations in policy interpretation at the diff erent 
national levels; a regionally slower pace of development where each nation 
progresses at its own pace; lack of legitimacy if there is limited participa-
tion; the fact that it is not legally binding (hard law); risk of redundant 
policies with little impact; possible confl ict with the CM method; and it 
is experimentalist. However, this approach softly emphasizes intergovern-
mental cooperation and imposes no sanctions. Th e more traditional CM 
method presses supranational powers of the EU bodies (Commission, 
Parliament, Court of Justice, Council) as the supreme decision-making 
authority. Its legislative procedure is codecisional between these bodies, 
but each body’s procedural culture, role, breadth, team makeup, and qual-
ity of information remains unclear, and their interactions between each 
other can be a time-consuming; CM seems a priori and unduly infl u-
enced by elites. Is there opportunity to improve the pace and dynamic 
interactions where the diff erent bodies’ committees convene at similar 
times and remain independent to each other, but can also formally inter-
act better and quicker in decision making? 

 OMC did not include the full four-stage governance architecture 
defi ned at Lisbon, but only fragmentary elements such as European 
Action Plans, objectives, targets, scoreboards, indicators, peer review, or 
exchange of good practices. From its inception, the OMC was widely 
hailed as a “third way” for EU governance between regulatory competi-
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tion and harmonization, capable of opening a sustainable path for the 
Union between fragmentation and a European Supra-state (Larsson 
 2002 ). Many academic and political commentators embraced the 
OMC as a suitable instrument for identifying and pursuing common 
European concerns while respecting legitimate national diversity, because 
it  commits member states to work together in reaching shared objectives 
and performance targets, without seeking to homogenize their inherited 
policy regimes and institutional arrangements (Hemerijck and Berghman 
 2004 ). Many likewise view the OMC as a promising mechanism for pro-
moting experimental learning and deliberative problem solving, because 
it systematically and continuously obliges member states to pool infor-
mation, compare themselves to one another, and reassess current poli-
cies against their relative performance (Zeitlin 2010; Cohen and Sabel 
 2003 ; Telò  2002 ). But no one questions the justifi cation of so many indi-
ces, benchmarks, and measures and what they serve? Are academics and 
researchers benefi tting from or reinventing the wheels for the sake of EU 
agencies and their research funds? 

 Th e criticism of democratic defi cit in the EU needs to be far more 
nuanced. European Council heads of government and Council minis-
ters are all operating under national parliament scrutiny, so if there is a 
problem it is their presumed lack of oversight. Th e Commission does not 
take decisions: it only has a right of initiative. Th e European Parliament 
however has a low level of legitimacy with citizens and is captured by 
consumer and green interest groups, mostly opposing economic reforms 
and radical innovations (technophobia is widespread). Th e system is dys-
functional, but for many complex reasons. 

 Noting that eff ective governance needs both “monitoring and men-
toring,” there seems to be an opportunity for these two methods to be 
combined and integrated (hard and soft) into an optimal single policy 
developmental framework (Fig.  8.2  below). Th e focus at higher levels 
should be on cohesion and clear agenda setting, while the lower levels 
need broader inclusion and participation within process (Gieve and 
Provost  2012 ).

   At present, the current EU governance system prioritizes strategy (S). 
Th is is internal to political leaderships’ own judgments, and even the 
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current OMC method has limited stakeholder engagements (experts, 
regulators, industry leaders, panels, round tables) which emerges top-
down. It is clear that top-down-only governance is short-term, high-cost, 
and politically oriented. More worrisome, it is out of touch with public 
opinion and is not addressing societal issues. 

 In contrast, a more integrated collaborative governance (CG) structure 
and its systems need to give greater priority to not just direct organiza-
tional stakeholders, but to a much broader societal participation (policy 
open forums 6 ) and public input at the lower levels. Societal problems 
exist locally and their ideas as solutions need to emerge widely allowing 
for bottom-up contributions. Th e framework must radically change to 
seek contextual contributions (E × A) where the agenda must be evidence 
led rather than politically motivated. Donahue ( 2004 ) asserts that CG is 

6   Tetra relations—inclusive of public opinion. 
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problem-focused, seeking solution or improvement as opposed to simply 
being opportunistic. Th e structure is designed to bring public, private, 
and societal participation together in collective forums with public agen-
cies to engage in consensus-oriented decision making:

  A governing arrangement where one or more public agencies directly 
engage non-state stakeholders in a collective decision-making process that 
is formal, consensus-oriented, and deliberative and that aims to make or 
implement public policy or manage public programs or assets (Ansell and 
Gash  2008 ). 

 It has developed as an alternative to the adversarial and managerial 
modes of policy making which promote interest group pluralism and 
accountability failures (especially as the authority of experts is challenged). 
Collaboration refl ects maturity in governance design where growth of 
knowledge and institutional capacity become increasingly specialized and 
distributed. As institutional infrastructures become more complex and 
interdependent, demand for collaboration increases. 

 Th is brings to attention the natures of peoples that shape and lead 
innovation policy development at diff erent levels. Th is approach is suited 
to more “cosmopolitan” mindsets as opposed to current political protec-
tionist agendas that are in play. At the higher levels, politicians may ben-
efi t from collaborative training and professional development programs. 
Collaboration encourages positive challenging and openmindedness as 
part of consensus-building. Further, inclusive process includes potentially 
troublesome stakeholders which is important to the legitimization of out-
comes. Th is is diff erent to current approaches that seek to appoint people of 
likemindedness, and informal networks are used to preserve the status quo. 

 Although public agencies are typically the initiators or instigators of 
collaborative governance, there is need for active participation by non-
state stakeholders. Th is includes citizens as individuals and as represent-
ing variety of organized groups. Currently, EU engagement below the 
national level, at the regional and local levels, is very low. Th us, there is 
opportunity for the framework to adopt a more locally visible presence 
and interaction in policy development. 

 Critical to collaboration is the fl ow and openness of communication. 
At each level, there is opportunity for dialogue as opposed to discussion 
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and for forums to infl uence above and below levels. Meeting approaches 
should be deliberative and multilateral with all participants directly 
engaged in decision making. Collaboration is distinct to consultative 
engagements as participants need to take and have direct interest in the 
outcomes and impacts; it is about having collective joint responsibilities.  

5     Institutional Resilience 

 An exemplifi cation case, the latest crisis unfolding in European gov-
ernance can be seen in the divergent and uncollaborative responses of 
member states to the Syrian refugee situation that has evolved during the 
last 3 years. Never mind that the phenomena is not new: the Huguenots 
(1685); Th e French Revolution (1789); Th e Russian Revolution (1917–
1921); the Jewish escape from Germany (1939); 7 million people have 
been forcibly moved (4.5  million IDPs; 2.5  million refugees). Act 1A 
of 1951 Convention provided the fi rst universal defi nition of a refugee 
regime where current embodiment is in post-Cold War UNHCR defi ni-
tion (Barnett  2002 ). Th ere are 2.3 million refugees in bordering countries 
of Syria, yet within the Europe Union, consensus has not been reached 
on how to deal with this humanitarian issue. Further still, what happens 
to those born or dying during the journey? 

 Hendrick and Struggles ( 2015 ) research on Europe has coined the 
phrase “dynamic-governance” as what is required know. Governance is a 
means of driving and enabling institutional performance. Dynamic gov-
ernance has to respond quickly and adapt to the ever changing context. 
Resilience demands proactive action rather than characteristically being 
defensive and bureaucratic. Th e pace of response depends on a cohesive 
leadership and the ability to engage and align the appropriate knowledge 
and resources, fi nances, human skills, and technologies. Bartlett and 
Ghosall ( 1989 ) posit that in nonhierarchical structures, the networking 
and culture of organization, become critical to success. More recently, 
Koza et al. ( 2011 ) Global Multi Business Firm (GMBF) model refers 
to “strategic assembly/ disassembly” as constructing organization in a 
calculated, forward-looking manner with the intention of competitive 
advantage under dynamic environments. Th is requires complex com-
petency and capability (Klijn  2008 ) in acquisition and deployment. 



208 A. Kakabadse and N. Korac-Kakabadse

Th us, the focus is on varied fl exible assets; exploiting characteristic diff er-
ences of location and societies; having access to high-value resources, but 
not necessarily ownership of them; and adopting a wide global perspective 
on strategy and innovation. In these types of structures, skills and team-
work become critical for fast-paced decision making. Teams are brought 
together for specifi c projects based upon the context. As such, disassem-
bly at the end of a project enables resources to be deployed elsewhere. 

 Th is institutional arrangement maybe suited to the European Union, 
which consists of 28 member states with diff erent political approaches and 
structures, wide geographical locations, and diverse customs and societal 
cultures, within which are unique institutional arrangements. Th us gov-
ernance for innovation has to be robust and resilient to be sustainable for 
the longer term. Leadership needs to have better  understanding of struc-
ture and system complexities as social, cultural, economic, and political 
impacts of ecological interactions and feedback in the application of EU 
policy making and functioning. 

 Primarily, policy makers have a role in building resilient systems. 
Resilience theory assumes highly complex interactions between subsys-
tems in the economy and the ecology and it suggests that it is diffi  cult 
to make policy as a deliberate intervention that produces anticipated 
results. Rather policy should be seen as an experiment and a continuous 
collaborative eff ort between key stakeholders (governments, corpora-
tions, academia, public) and as an eff ort to structure social institutions 
(from the legal system to the market) in order to encourage the emer-
gence of innovation. Policy can also help to build cultures of continu-
ous innovation that can also strengthen social systems and build general 
resilience. Conversely, the risk is from overcomplexity, overregulation, 
and inadequate performance appraisals that all may require leadership 
to simplify and clarify the issue and address the issue as less complicated.  

6     Eco-innovation Governance Model 

 Policy makers alone cannot change the market. Th is occurs through a 
combination of regulatory and market forces working together toward 
goals. Th ere have been a number of examples where policies have had an 
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impact: zero-emission cars, carbon taxing, renewable energy projects, and 
health and safety. Th e problem for the EU is to bring all the diff erent ele-
ments of “policy idea generation” to “policy implementation” (Table  8.1 ) 
into an all-encompassing framework that has fl exibility in meeting the 
needs of diff erent member states. Figure  8.2  above captures the diff erent 
mechanisms and systems that need to work together. Each element can 
be tailored to suit member state circumstances. Th ese are supported by 
getting the S + (E × A) right for the eco-innovation agenda. 

 In Fig.  8.2 , the culture and connectedness is what binds the success 
of policy outcomes. How the “success formula” is used at diff erent lev-
els can vary. Th us each item in Fig.  8.2  can be stringently or partially 
applied, but must feed back into the adjoining levels. Th is framework is 
fl exible, but dependent on support at the top from an all-encompassing, 
 value- driven collaborative leadership and engagement. Th us, at the heart 
of the current dilemma in Europe is whether the collaborative political 
will establish clear independent regional identity—distinct to external 
political wills.  

7     Conclusion 

 Th e upcoming fourth industrial revolution, Industry 4.0, will indeed 
bring about highly digitalized and connected industrial processes and 
renewed global corporate fi rm structures. Collaborative advantages 
will shape the industrial, energy, digital, biological, telecommunica-
tion, transportation, and robotic infrastructures in novel combinations. 
Tomorrow’s academics and researchers will claim and counterclaim theo-
ries and their hypotheses to the new structures and systems. In keeping 
with this, institutional governance of the EU and its member nations has 
to radically change to remain useful and relevant. National governments 
have weakened and the EU is the only region to face major unique chal-
lenges to its core existence. Without integral collaborative coherence, it 
will collapse and fail. 

 Th e simple truth is there are only two possible future states of Europe: 
(1) continue to serve interests of elitist agendas, which was originally 
not the case as exemplifi ed by the welfare growth from around 1950 to 
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2007, and (2) genuinely appeal to the European Common Good. For the 
last 60 years the fi rst item outlined above has prevailed, behind a façade 
of false promises and hopes for public appeasement (the second truth). 
Actually, history informs us that true radical shifts have only come about 
as revolutions, wars, natural disasters, and economic crises, that is, major 
shocks to the system, where victors and survivors explain one-sided ver-
sions of events as gospel. If the transactional and damaging nature of 
European politics practiced by the elites to serve their purposes continues 
against the European Common Good, it will rely on more shocks. 

 If research were undertaken to explore “the will to practice collabora-
tive governance,” what would be discovered? Would the fi ndings among 
those in power, that is, the “political class,” refl ect fi ndings from “electoral 
voters” of European democracy or autocracy? Because for collaborative 
governance to work, it is important to establish what genuinely exists 
today. Would European elites be willing to open up to this truth? 

 Either Europe should genuinely make a tectonic shift toward the 
European Common Good, or it should accept that it is a weakly gov-
erned football to be kicked around. Sometimes, academics and poli-
ticians can over-engineer the problem. To our minds, governance 
structures and systems for innovation policy are simply frameworks. Any 
framework can work, given the chance. Ultimately, governance is a peo-
ple issue. Where there are people, it comes down to ethics. Th e radical 
change needed is toward ethical collaboration. Th e social model needs to 
rebuild trust and bridge mentoring-monitoring fractures for alignment. 
Th e dominant shareholder value model monitoring (Business) is missing 
“mentoring” (coaching, guidance, face-to-face interactions, ethics). 

 Europe’s social model of putting people fi rst has always been there. 
Only it has not been principally enforced and therefore has been subject 
to external infl uences as the causes of many of the problems Europe faces. 

 Overlooking governance organization always comes at a high price: 
deteriorating framework conditions for competitiveness and weaken-
ing social fabric. How will the EU governance framework function in 
a digitalized, global economy driven by an interacting range of new sci-
entifi c developments and their opportunities and risks, and in the more 
slowly evolving, culturally diff erent, and internally fragmented societ-
ies of Europe? Without deep thinking and experimenting, European 
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and national governance systems are drifting further apart, with serious 
 ecological fallout for business. We are already in the age of human micro-
chipping and cashless economics, thus the textbooks or online resources 
are being rewritten. 

 Th e ongoing economic and monetary crisis and refugee crisis are the 
precursor signals of a failing misaligned governance model inherited 
from the previous century—the industrial age—that no longer suffi  ces. 
Th e European system needs to move away from linear models focused on 
regulation and control to (try to) achieve desirable social and economic 
outcomes, an aim toward more collaborative government models involv-
ing relevant stakeholders and based on foresight and impact assessment 
toward a future state. It is essential to align the wider stakeholder views 
and interests and engage public input in process. Cocreation of desirable 
economic and social outcomes in the digital economy invites cogovern-
ment alignment, leaving behind old hierarchical mindsets and operations. 

 In Europe, this requires innovation and completing the EU suprana-
tional methodology, which has proven its use for other purposes, but not 
for innovation and competitiveness in a science- and technology-driven 
global economy and not for dealing with the emerging new cultural and 
social paradigms. Th e EU is often unpopular because it tries to do the right 
things in the wrong ways, an indication of the current systemic problem. 

 In conclusion, radical innovation to the EU’s governance system has 
been discussed as the most promising way forward for policy innova-
tion: collaborative governance. It was argued that through direct and 
formal engagement of nonstate actors in political decision making, the 
EU would considerably increase its democratic legitimacy and transpar-
ency. Jointly sharing not only information, know-how, and experience, 
but also ownership and responsibility for processes, concrete policy out-
comes, and the management of risk would prove enormously valuable to 
relaxation the EU’s current regulatory stringency and make it more fl ex-
ible, agile, and resilient to manage the transition to societal grand chal-
lenges. By relieving the pressure on public agencies, Europe’s risk aversion 
could be mitigated for the sake of providing innovation the necessary 
space to unfold, which at the end of the day would increase Europe’s 
global competitiveness and actually help realize the ambitious goals of the 
Lisbon and Europe 2020 agendas.      
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 Toward True Regulatory Reform: How 
to Make EU Governance Innovation Fit                     

     Christoph J.      Bausch          

1    Introduction 

 Th e European Union is a complex adaptive system constituted by a myriad 
of diff erent actors with often discordant political agendas and interests. 
Th e central aim of EU governance therefore is to reconcile and align this 
divergence and translate it into compromise solutions that serve the com-
mon European good. 

 Since the European Commission’s  1985  White Paper and Single 
European Act (SEA), regulation has been the EU’s most notorious tool to 
this end. It helped cutting down trade barriers, creating a common market 
and allowing for the free movement of people, goods, capital, and services. 
Given its great success in so doing, it soon advanced to become the EU’s 
primary governance choice in promoting and managing the European 
integration process all across an ever-growing number of policy areas. 
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 However, after more than fi ve decades of continuous enlargement and 
integration, in both territorial and political terms, the EU’s governance 
 system has hit the brick wall and is today no longer able to cope with the 
challenges it faces in the postindustrial, digital age. Th e technological progress 
of the new millennium has triggered large-scale political and socioeconomic 
developments that outrange, in their scope and complexity, by far what the 
EU’s regulatory system can account for, resulting in the chronic political and 
economic stagnation that has paralyzed Europe for almost one decade now. 

 During its more than 2 years of work, the High Level Group on 
Innovation Policy Management (HLG) has discussed this problem spe-
cifi cally for Europe’s innovation policies, which by the EU institutions 
and numerous member state governments are considered key to mod-
ernize Europe’s economies and lead them back to competitiveness and 
growth. Th e HLG has shown in its two reports ( 2013 ,  2014 ) that in 
precisely those policy areas where the EU does not have exclusive com-
petencies such as in R&D&I, or the economic, employment, and social 
policies, the governance instruments chosen to develop common solu-
tions have to be innovative themselves to account for the complexity and 
ecosystemic nature of the phenomena they aim to manage. 

 Governing innovation requires innovative governance; this means that 
to get added value of its innovation initiatives, such as the Horizon 2020 
program, the EU has to adapt its governance system, and above all its regu-
latory regime, to new realities. Th e legalistic-procedural, top-down regu-
latory mechanisms developed in the 1950s and 1960s to create common 
markets that still characterize Europe’s governance system today are inad-
equate to transform Europe into an “Innovation Union.” Th is is because its 
most notorious policy instruments, EU Regulations and Directives, seldom 
adequately refl ect the multidimensional character of such a union and often 
fail to align the diversity that constitutes it, resulting in systemic exclusion of 
stakeholders and ultimately in low-quality regulation and policies. 

 Th is chapter seeks to rethink EU governance from the perspective of a 
theory that can off er substantial new insights into our understanding of 
the EU as complex system, of systemic change and how this change can 
be managed: complexity theory. In applying this theory together with 
its concept of transition management as proposed governance method 
to the realm of EU governance, we will work under the notion of the 
EU as  complex adaptive system  in a state of disequilibrium (crisis) and 
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transition, trying to restore a stable order but relying on inadequate and 
outdated strategies and governance methods thereof. Despite the many 
eff orts made to reform these methods, we will conclude that the EU has 
to date failed to bring about a true modernization of its governance sys-
tem because these eff orts have largely bypassed the core of the problem, 
which lies in the very nature of its regulatory regime and its overreliance 
on regulation as the  sine qua non  means of governance. 

 Europe’s regulatory regime requires a general overhaul, and we will 
argue that neither the Community Method (CM) nor its proposed alter-
native, the Open Method of Coordination (OMC), are alone capable to 
bring about such a modernization. Where the CM is too static, legalistic- 
procedural, and exclusive, the OMC is too fl exible, tentative, and without 
the necessary regulatory eff ect. We therefore suggest walking along a mid-
dle way: collaborative governance, which we believe can bridge between 
these two governance paradigms and support the EU in transforming its 
regulatory regime from one defi ned by control and overregulation toward 
one built on facilitation, management and stewardship.  

2     The “Golden Era” of Regulation 
in the European Union 

 When in 1985 the Delors Commission issued its famous White Paper 
on “Completing the Internal Market,” it heralded what some later would 
call the “golden era of regulation” in Europe (Levi-Faur  2011 , p. 817). 
Th e ambitious objective of the paper was to create a more favorable envi-
ronment for stimulating enterprise, competition, and trade through the 
establishment of a common European market within only 5 years (COM 
 1985 , 310: 6). To this end, the Commission provided that all kinds of 
national trade barriers should be abolished; rules harmonized and legisla-
tion and tax structures approximated; and monetary cooperation estab-
lished as well as the necessary fl anking methods put in place to encourage 
European business to work together (COM  1985 ). 

 Th e Delors Commission sought to implement these objectives by 
combining methods of positive and negative integration, that is by cre-
ating common institutions and regulatory standards on the one hand 
while eliminating all obstacles to free trade and competition on the 
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other (cf. Scharpf  1999 ). Th ough, because both positive and negative 
integration presupposes the transfer of sovereignty and political deci-
sion-making powers from the national to a higher level, member states 
had to equip the EU with an appropriate governance instrument award-
ing it suffi  cient leverage and legitimacy to interfere in member states’ 
markets, policies, and legal constructions. Regulation soon proved the 
most effi  cient governance tool for this purpose, most notably in form of 
EU regulations, directives, and EU court decisions by means of which 
the common market and institutions could be regulated into being. 

 Th is process was accompanied and conditioned by structural changes 
in the governance systems of the member states. As Majone ( 1997 ) 
explains, in the age of increased global integration and interaction, 
economic competition of industries and businesses takes place not 
merely among producers of goods and services, but also, increasingly, 
among  regulatory regimes  at the global level, in which businesses oper-
ate. Accordingly, international competition rewards regimes in which 
institutional innovations do not lag behind to so-called “new strategic 
choices” and which provide for their economies enabling framework 
conditions to innovate in (Majone  1997 ). Regimes that have adapted 
to these new strategic choices underwent a transition from “positive” 
(or interventionist) systems to “regulatory” systems, in which regulation 
replaced the classic instruments of state governance, that is taxing (bor-
rowing) and spending (Majone  1997 ). All European states have passed 
through this process and have transformed into “regulatory states”—a 
constitution they have maintained until today but have not always suf-
fi ciently adapted to changing socioeconomic realities. 

 Among the most important of the new strategic choices to which 
member states adapted is the Europeanization of national policy mak-
ing (Majone  1997 ). Th is refers to the increasing interdependence of 
national and supranational policies within the EU. Th is highlights, on 
the one hand, the central role of regulation in EU policy making, and 
on the other the impact of EU decisions on regulatory developments in 
the member states. Th is trend can be accounted for both in quantitative 
and qualitative terms, in the increasing number of legal acts issued by 
the European institutions every year, and the eff ect this legislation has at 
member state level. 
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 In 1990, for instance, the EU issued a total of 1,485 legislative acts, of 
which 1,067 were regulations, 59 directives, and 359 decisions. Within 
the following decade, this number almost doubled: in 2000, the European 
institutions adopted a total of 3,011 legislative acts, 2,433 regulations, 35 
directives and 543 decisions. After 2000, the amount of acts issued by 
Brussels then halved again to 1,550 in total in 2010, after most objectives 
of the White Paper and Single European Act have been implemented. 1  

 For about two decades, EU regulation translated into national law has 
started to exceed rules made by the member states themselves. Majone 
has demonstrated this for the case of France, where already in 1991 the 
vast majority of laws were established at the EU level with only 20–25 
originating in Paris. Hoppe ( 2009 ) has shown the same for the German 
case, where the ratio between EU law transposed into German federal 
law and law issued by Berlin is almost exactly 80:20, with 10,279 legisla-
tive acts for the year 2008 (treaties, regulations, directives) originating in 
Brussels (81 %) and 2,391 in Berlin (19 %). 

 Th e second important strategic choice that Majone outlines is the 
emergence of new actors in the political realm and the rise of so-called 
third-party government. Th ird-party government refers to the shift from 
direct to indirect or proxy governance via administrative decentralization, 
in particular the delegation of policy-making authority to independent 
or semi-independent regulatory agencies (Hoppe  2009 ). Since the early 
1990s, this gradual shift has resulted in the development of what Levi- 
Faur ( 2011 ) has called the “Single European Regulatory Space,” a multi-
layered and multispatial regulatory realm composed of a myriad of actors 
such as Commission directorate-generals (DGs); regulatory committees; 
decentralized agencies; the European Parliament and its committees, and 
forums; and working, expert, and advisory groups. All these actors are, in 
one way or the other, involved in policy designing, decision making, and 
implementation at diff erent levels. 

 While administrative decentralization can also be understood as an 
attempt to more effi  ciently accommodate business’ needs for operating in 
a growing single market by including a greater number of specialized actors 

1   Overview developed according to statistics on EU legislation, EUR-Lex:  http://eur-lex.europa.eu/
en/statistics/index.html . 

http://eur-lex.europa.eu/en/statistics/index.html
http://eur-lex.europa.eu/en/statistics/index.html
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for problems that have grown too complex to be dealt with by policy makers 
alone, the EU system of decentralized agencies has become an enormous and 
cumbersome structure and source of increasing regulatory burden and costs. 
Th is is because its main purpose is still the production of regulation in the 
tradition of positive and negative integration, that is, the production of law 
and rules that primarily aim at abolishing trade barriers and completing the 
single market rather than  managing  the markets already created and policies 
put in place. 

 But the EU of today looks fundamentally diff erent than the EEC 
of 1985. Not only has the Union substantially grown, territorially and 
politically, also is it faced with entirely diff erent political and socio-
economic challenges, which by far outrange those of the 1980s. At 
the supranational level, the Community has continuously extended 
its powers and infl uences over the member states in a growing number 
of policy areas, while the member states underwent large-scale socio-
economic and politico- institutional transformations. Most European 
countries have developed into postindustrial societies and have tried 
to account for this transformation with according reforms and mod-
ernization. Th e EU, in contrast, its political-institutional constitution 
and in particular its regulatory regime, have remained largely the same 
as 30 years ago. 

 Th e 2000 Lisbon Strategy and 2009 Lisbon Treaty have made a con-
siderable attempt to modernize Europe’s governance structures and have 
set in motion a number of initiatives to reform the EU toward a “Europe 
of innovation and knowledge” (Lisbon Strategy  2000 ). However, in so 
doing, they have fallen gravely short of expectations because the treaty and 
its strategy have left the regulatory nature of the Union largely unques-
tioned. Th e EU is still a regulatory command-and-control actor whose 
preferred governance method is the production of regulation. However, 
a competitive, dynamic, and knowledge-based Innovation Union cannot 
be regulated into force. Th e abolishment of trade barriers and creation of 
an innovation arena is but the fi rst step in this endeavor; what however 
is required is governance strategies that  enable  and  manage  such an arena 
and capitalize on methods such as the promotion of coordination and 
cooperation, stewardship, smart interventions, and regulatory modern-
ization rather than legal control.  
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3     The First Steps Toward Reform: The EU’s 
Better Regulation Initiatives 

 Probably the two most signifi cant attempts to reform EU governance 
and implement the Lisbon 2000 and Europe 2020 strategies have been 
the EU’s better regulation initiative and the introduction of the Open 
Method of Coordination (OMC) as alternative political decision-making 
mechanism vis-à-vis the traditional Community Method (CM). We will 
fi rst discuss the Better Regulation initiative while the OMC will be dis-
cussed in the second part of this chapter. 

3.1     The Better Regulation Reform(s) 

 Th e Better Regulation initiative was adopted under the Baroso 
Commission and aims at “designing EU policies and laws so that they 
achieve their objectives  at minimum cost. It ensures that policy is 
prepared, implemented, and reviewed in an open, transparent man-
ner, informed by the best available evidence and backed up by involv-
ing stakeholders.” 2  In order to ensure that EU action is eff ective, the 
Commission seeks to “assesses the expected and actual impacts of poli-
cies, legislation, and other important measures at every stage of the policy 
cycle—from planning to implementation, to review and subsequent revi-
sion” (Lisbon Strategy  2000 ). 

 Contextually, the EU’s better regulation initiative, which has been 
revived under the Juncker Commission, is founded upon three prin-
ciples, which Löfstedt ( 2004 ) has identifi ed as key for driving the 
EU regulatory regime: competitiveness, sustainable development, and 
good governance. From the very outset of its existence, the European 
Community has placed competitiveness at the very heart of the 
European integration process so to create for its businesses frame-
work conditions that would allow them to uphold Europe’s economic 
power in a rapidly coalescing global arena, while maintaining strong 
welfare societies. 

2   See  http://ec.europa.eu/smart-regulation/index_en.htm . 

http://ec.europa.eu/smart-regulation/index_en.htm
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 Good governance in turn comprises elements such as eff ective and 
 effi  cient political institutions, democratic participation, transparency in 
political decision making and implementation, and the credibility and 
accountability of the EU’s political institutions. And fi nally, sustainable 
development refers to the EU’s goal to establish the highest public health 
and environmental standards across all industry sectors and promote these 
internationally. 

 Th ese three mutually interdependent principles have over the past two 
decades decisively infl uenced the need of what the Commission now calls 
better (or smarter) regulation: because without regulatory reform, EU econ-
omies cannot maintain their competitiveness, without which welfare states 
cannot be fi nanced, and without which neither governments nor industry 
can remain innovative to develop new solutions for sustainability. 

 Since the mid-1980s these principles have induced the Commission to 
embark on a comprehensive review and evaluation of the state of its regula-
tory aff airs. In the following regulatory reform and modernization have been 
fl agged by more and more member states as key policy priority. It was then the 
Commission’s 2001 White Paper on European Governance that initiated the 
reform process by setting up a comprehensive agenda for the establishment 
of better regulation standards (COM  2001 , p. 428). Concomitantly, a high-
level group of experts on regulatory matters was installed, the Mandelkern 
Group on Better Regulation. Th is group was commissioned to elaborate on 
a strategy for how to improve the EU regulatory regime. In its fi nal report, it 
proposed as core element of regulatory modernization, the introduction of a 
 new impact assessment model , calling for its adoption by 2002 and its applica-
tion to all Commission proposals with possible regulatory eff ect. 

 In addition to regulatory impact assessment (RIA), the Mandelkern 
report also highlighted the need of enhanced  consultation  as a means of 
open governance that allows stakeholders to contribute to the develop-
ment and implementation of policy. Th e report furthermore called for a 
simplifi cation of regulation at the Community and member state levels 
through a Commission-led systematic, targeted, and rolling program of 
review and simplifi cation of existing EU legislation. Finally, the report 
stressed the importance of improving the implementation of law by 
taking into account the consequences of proposed legislation on those 
having to ultimately enforce and comply with it. 
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 And indeed, 2 years later in 2002/2003, the Commission launched 
a package of measures commonly referred to as the Better Regulation 
Agenda, comprising eight targeted communications (COM 2002: pp. 
 704 ,  713 ,  276 ,  278 ,  719 ,  718 ,  709 , and  725 ) all aimed at simplifying and 
improving the EU’s regulatory regime by streamlining EU legislative proce-
dures, cutting down red tape, and modernizing and enhancing the quality 
of regulation through improved consultation processes (COM  2006 ). 

 Th e Commission’s aim was to look at both the “stock” of past EU 
legislation and the “fl ow” of new policies. To this end, it introduced a 
horizontal system to assess the impact of legislation (RIA) and improve 
the process and design of legislative proposals. In detail, this included 
a rolling program of simplifi cation of existing legislation; a “testing” of 
Commission proposals still being looked at by the Council and European 
Parliament; factoring consultation into all Commission initiatives; reduc-
ing paperwork and administrative costs; and looking at alternatives to 
laws and regulations (such as self-regulation or co-regulation). 

 In 2007 the Commission then gave a new boost to this initiative and 
adopted the Action Program for Reducing Administrative Burdens in the 
EU. Th is program established common goals for the EU and member 
states to reduce administrative burdens on EU businesses with which the 
Commission sought to increase the EU’s GDP by 1.4 % (€150 billion) 
and boost job creation and growth. A relatively large number of initiatives 
went hand in hand, such as the European Parliament and the Council’s 
inter-institutional agreement on a “common approach to impact assess-
ment” in  2005 ; the establishment of a Commission-appointed Impact 
Assessment Board (IAB); a strategic revision of the better regulation pol-
icy together with a review of the consultation system of external stake-
holders; or the expansion of the better regulation principles to the whole 
policy cycle (COM  2010 , p. 543). 

 However, only very few of these initiatives have translated into actual 
results and still fall short of expectations. Despite its reform eff orts over the 
last two decades, the EU has not succeeded in bringing about a  true  reform 
of its regulatory system, and has largely not even succeeded in properly 
implementing the individual reform measures, such as the RIA or the con-
sultation system for external stakeholders. Although often stated, we would 
like to argue that this is not necessarily due to a lack of political will in the 
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EU institutions and member state governments. Rather, it is because all 
these reform attempts have concentrated on individual components of the 
regulatory system rather than a reform of the system itself.   

4     Shortcomings and Main Bottlenecks 
of the EU Regulatory Reform 

 Despite will and eff orts invested into regulatory reform, a real mod-
ernization of the Community’s regulatory system is still pending. Th is 
is because in all these initiatives, past and ongoing, the Commission 
has too narrowly framed the reform debate and has failed to consider 
the  functioning  of the regulatory system itself. Essentially all envisaged 
reforms take place accepting the  logic  of the EU as  regulating polity  with 
the Community Method as overarching governance paradigm. In this 
understanding, the main purpose of EU governance is the production of 
law rather than  managing  the markets and policies created to ensure that 
they function well. Th is has resulted in the paradox situation where the 
EU tries to modernize a system without modernizing the system itself. 

 Probably the most evident reason for this dilemma is that the  functioning  
of the EU regulatory system is anchored in the treaties, which means that the 
necessary reform competencies go beyond the Commission’s mandate and 
would require a political debate at the highest member state level. However, 
such debate would not only require an enormous political eff ort from mem-
ber states and EU institutions, but could eventually result in signifi cant 
power shifts (or even cuts) between the EU institutions and between them 
and the member states, with redefi ned missions and tasks, and a redistribu-
tion of infl uences. It should not be surprising that such discussion has to 
date not yet taken place and will be very diffi  cult to be launched in future. 

 In any case, such debate would need to address,  inter alia , four main 
problems that can be identifi ed as the main problem areas and bottlenecks 
to a true reform of the EU regulatory system: (1) the EU’s multilevel gov-
ernance system; (2) the EU’s co-decision making system; (3) “comitology” 
and the EU’s system of regulatory committees; and (4) the lack of coherence 
and accountability of the EU’s system of decentralized agencies. 
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4.1     The EU’s Multilevel Regulatory System 

 According to the OECD, regulatory policies in a multilevel context can 
only be eff ective if they refl ect the diversity of needs and interest and 
encourage horizontal and vertical coordination and cooperation mecha-
nisms across the diff erent governance levels (OECD  2009 ). Th e current 
institutional and governance system of the EU does not yet provide for 
such an umbrella set of coordination mechanisms, though several eff orts 
have been made to improve such coordination within the institutions 
themselves, such as the creation of the seven Commission vice presidents 
with overarching function by the Juncker administration. 

 In 2007 the Commission appointed a High Level Group of 
Independent Stakeholders on Administrative Burdens, which produced 
a report on best practices in member states to implement EU legislation 
in the least burdensome way ( 2011 ). In this report, the group points out 
that despite a number of ongoing eff orts, a large part of the burden gener-
ated by EU rules derives from the way member states implement legisla-
tion. Th e systematic use of EU directives is identifi ed as central source of 
regulatory incoherence because it facilitates non-coordination in imple-
mentation. Directives only provide guidelines and defi ne certain results 
to be achieved without however defi ning how they ought to be achieved. 

 When transposing directives into national law, member states subject 
the implementation of these guidelines to their own legislative proce-
dures and interpretations, often resulting in so-called “gold plating” of 
rules at the expense of regulatory harmonization. In particular businesses 
are then faced with a situation where they, despite operating in one single 
market, have to comply with diff erent national rule sets. Th is not only 
undermines the logic of the single market, but also creates considerable 
regulatory burden and costs. 

 Th e progressive enlargement of the EU to 28 member states has exacer-
bated this problem as the process of fi nding agreement between 28 parties in 
the Council, and between the Council and Parliament as co-legislator, has 
become very complicated and time-consuming. Consequently, the work-
ing groups in the Council and the European Parliament committees often 
produce regulatory add-ons and amendments instead of  simplifying and 



 

226 C.J. Bausch

harmonizing existing legislation (see the subsequent chapter). Furthermore, 
these legislative add-ons are not subjected to the same regulatory impact 
assessment so that member states therefore tend to protect their established 
national regulatory approaches. 

 As the OECD ( 2009 ) states, among the core elements that need 
to be assessed for higher quality regulation are: the misalignment to 
reduce burdens and improve synergies, improving compliance and 
inspections, regulatory impact analysis also at the lower levels of govern-
ment (national, regional), strengthening transparent mechanisms in the 
regulatory process, and encouraging the use of alternatives to classical 
regulation. It is necessary to more strongly promote these quality prin-
ciples throughout the EU and its diff erent governance levels to improve 
the regulatory management at the diff erent levels. However, the estab-
lishment of such vertical coordination and cooperation mechanisms is 
impeded by a lack of political will and suffi  cient fi nancing in many 
member states.  

4.2     The EU’s Co-decision-making System: The Problems 
of the Ordinary Legislative Procedure 

 Despite the Commission’s eff orts to institutionalize regulatory impact 
assessment in all of its legislative proposals with regulatory eff ect, and 
despite some initial work done by the European Parliament to develop 
its own RIA, the ordinary legislative procedure (co-decision) remains a 
 central source of regulatory incoherence and poor quality legislation. Th is 
is because Commission proposals are often being altered and amended 
throughout this process, sometimes beyond recognition, without a real 
assessment of the legal and socioeconomic consequences these changes 
will bring. Moreover, the legislative procedure is very slow and time- 
consuming to an extent that more and more legislation is already obsolete 
before it has even been adopted and implemented. 

 For a long time, amendments added to Commission proposals dur-
ing co-decision have not been subject to any RIA. Only recently has the 
European Parliament made some eff orts to establish its own in-service 
impact assessment by creating a Directorate for Impact Assessment and 
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European Added Value in early 2012. Th is body is composed of two 
units, one dealing with the assessment of new initiatives, and one with 
the “costs of non-Europe,” that is, the estimated costs of not completing 
the economic and political union. 

 Th e concrete tasks carried out by this directorate are the screening 
of Commission road maps, initial appraisal and detailed assessment of 
Commission impact assessments, impact assessments on substantive 
amendments being considered by Parliament, and the development of 
briefi ng notes or studies analyzing all or part of a Commission IA. 

 However, parliamentary impact assessment has so far failed to deliver 
on its objectives and responsibilities. Th e IA directorate is not equipped 
with the necessary resources and capacities such as the required tech-
nical, scientifi c, and socioeconomic expertise to undertake a proper 
impact assessment of the amendments tabled by Parliament. It further-
more remains unclear what exactly is meant by “substantive amend-
ments” as there is no legal defi nition. As the European Parliament’s own 
impact assessment handbook ( 2013 ) states: “It is up to the parliamen-
tary committee(s) responsible to determine whether one or more of the 
amendments tabled during its consideration of a Commission proposal is 
‘substantive’ and, if appropriate, whether it or they should be the subject 
of an impact assessment” (p. 6). Th is means that the initiation of a RIA 
lies within Parliament’s own discretion. 

 As concerns the Council, the member states have so far taken no initia-
tive to establish its own body dealing with regulatory impact assessment 
of the many amendments produced in the working groups. Given the 
lack of methodology to conduct such an assessment, as well as the alleged 
lack of funding for such a body, impact assessment is essentially left to 
member states’ own discretions, capacities, and methods. 

 Only in May  2015b  have the European Parliament and the Council 
issued a draft Inter-Institutional Agreement on Better Regulation, which 
calls upon both institutions to better coordinate impact assessment—a 
call that has already been made 10 years earlier in the  2005  Common 
Approach to Impact Assessment. According to the proposed agreement, 
European Parliament and the Council shall carry out an impact assess-
ment of any substantial amendment made to a Commission proposal at 
any stage of the legislative process (art. 10). 
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 However, the agreement neither defi nes “substantial amendment” nor 
does is provide in any detail how exactly this impact assessment should 
look like in practice. Th e only guideline provided on RIAs in the Council 
can be found in a briefi ng by the European Parliamentary Research 
Service (EPRS) of February 2015, where it says,

  Council working parties should now, at an early stage of the debate on 
specifi c legislative proposals, consider the relevant Commission IA on the 
basis of an  indicative checklist . However, pressure from at least a third of 
member states for the Council secretariat to go further and to install a 
small impact assessment unit  has so far been resisted . (Collovà and EPRS 
 2015 : p. 3, emphasis added). 

 From this it becomes clear why the many reform eff orts could not 
deliver on objectives they set: Parliament and the Council still lack 
awareness of the burdens and costs they cause through the changes and 
amendments they impose on Commission proposals during co-decision 
and during the inter-institutional negotiations. Th e reality is that once 
the Commission issues a proposal, it can be changed and amended in a 
seemingly arbitrary fashion without any serious assessment of the con-
sequences these changes may bring at the other end of the policy cycle, 
which also makes the Commission’s ex ante assessment obsolete. Th e 
result is that during the informal inter-institutional trilogue negotia-
tions, where the three institutions discuss their respective positions, only 
the initial Commission proposal has undergone an assessment. Th is 
means that two-thirds of the fi nal legislative outcome have not been 
systematically assessed or commented on by stakeholders. Th is not only 
raises questions of democratic legitimacy, but is a practice that decisively 
undermines the quality of legislation in the EU.  

4.3     Comitology and the EU’s System of Regulatory 
Committees 

 Comitology, today known under the term  delegated and implemented acts , 
refers to the system in EU rule making in which committees composed of 
member state representatives and the Commission assist the Commission 
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in implementing legal acts. Every year, the Council of Ministers and the 
European Parliament confer to the Commission implementing power to 
issue implementing rules and give eff ect to legislation. Once a legal act is 
adopted, the Commission is assigned to develop measures to implement 
it. In this process, it works with committees to obtain their opinion and 
approval. Comitology is therefore also referred to as “non-legislative rule 
making” with the committees acting as a “mini-Council of Ministers” 
(Blom-Hansen  2008 ). 

 Th e fi rst comitology committees were created in the early 1960s in 
order to assist member states in dealing with the technicalities of imple-
menting the Common Agricultural Policy. Th eir number grew consid-
erably over time, today amounting so something between 2,800 and 
3,200. It is argued that they have been created because member states 
sought to delegate complex and time-consuming decision-making tasks 
for secondary legislation to the Commission without losing control over 
it (Blom-Hansen  2008 ; Hardacre and Damen  2009 ). As the develop-
ment of implementing measures is a complicated act that requires a great 
deal of technical expertise, time, and coordination to ensure consistent 
application and enforcement, the Commission is considered to be better 
qualifi ed to handle this task while member states can maintain a “mecha-
nism of oversight” (Hardacre and Damen  2009 ). 

 With the European regulatory regime signifi cantly expanding over the 
past decades, the need for committees has increased as well as the policy 
areas they are involved in. Today, there is virtually no European policy 
without comitology. However, the evolution of this system is character-
ized by inter-institutional tensions and power struggles over the control of 
EU executive rule making (Hardacre and Damen  2009 ). In particular the 
European Parliament and the EU’s decentralized agencies have continu-
ously sought to expand their infl uence in the decision-making process. 

 Th e legal basis for comitology is laid down in Council Decision 
1999/468/EC, amended and modifi ed through Decision 2006/512/
EC 7 years later. Th e most important feature of the 2006 decision was 
to introduce the Regulatory Procedure with Scrutiny (RPS). Th e RPS 
was added to existing comitology procedures to explicitly account for 
Parliament’s demand of greater involvement in this procedure. Th e RPS 
granted Parliament powers over comitology that more accurately refl ect 
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its power in co-decision, thus increasing its democratic control over 
decisions concerning the implementation of Community legislation. 
Concretely, Parliament received the right of ex post vetoes on implement-
ing measures of general scope that amend a legal act which was adopted 
under co-decision (Hardacre and Damen  2009 ). 

 Th e 2009 Lisbon Treaty then introduced further modifi cations and gen-
trifi ed the role of Parliament. Most notably, the Treaty introduced a two-
track system for implementing measures, separating all comitology decisions 
into delegated (art. 290) and implementing acts (art. 291). According to 
the legal text, delegated acts refer to “non-legislative acts of general applica-
tion,” supplementing or amending laws in their “non-essential elements,” 
whereas article 291 applies when a “legally binding Union act…identifi es 
the need for uniform conditions of implementation.” 

 With this, the Treaty sought to simplify and clean up the “comitol-
ogy jungle …both in terms of a more comprehensive comitology system 
and a more straightforward delegation process for participating actors” 
(Stratulat and Molino  2011 ). Furthermore, Lisbon sought to increase 
the democratic legitimacy of comitology by upgrading the role of the 
European Parliament. For instance, the procedure for delegated acts is 
now more streamlined and transparent in that the Commission now 
drafts its measures directly and simultaneously to Parliament and the 
Council, instead of fi rst having to ask the committees’ opinion (Stratulat 
and Molino  2011 ). Furthermore, Parliament is now an equal co- delegator 
vis-à-vis the Council where co-decision applies. 

 However, despite the progress made in 2006 and 2009 and through 
the establishment of the European Commission’s Comitology Register 3  
that lists the diff erent committees and their meeting agendas, minutes, 
and the draft implementing acts, EU comitology remains an extremely 
complex, opaque, and cumbersome mechanism of EU rule making. 

 Th e committees, of which the exact number is still unknown, work 
behind closed doors; the names of the member state representatives par-
ticipating are not made public until the conclusion of discussions, of 
which in turn only very superfi cial summaries are provided. Th is hardly 
allows any insights in the debates and the diff erent positions at stake. 

3   See  http://ec.europa.eu/transparency/regcomitology/index.cfm?CLX=en . 

http://ec.europa.eu/transparency/regcomitology/index.cfm?CLX=en
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Furthermore, comitology systematically excludes stakeholders, which 
means that those directly concerned with implementing decisions are 
given no opportunity to be heard. Th is is particularly problematic as 
many of the implementing measures require a great deal of technical 
expertise and experience to be eff ective—know-how that national min-
istries and the Commission alone do not have. Th e technical input of 
industry especially is therefore crucial to ensure that drafted measures are 
of high quality and work in practice. Hence, stakeholders have repeatedly 
stressed that there should be a streamlined consultation and contribution 
process that allows for providing reasonable feedback on the drafted mea-
sures. Th is would bring comitology better in line with the Community’s 
principle of proportionality that provides that implementing measures 
must be appropriate to achieve the aim defi ned, and must be reasonable 
in accounting for the diversity of interests and needs involved. 

 Furthermore, there is so far no comprehensive control and assessment 
mechanism of the quality and potential impacts of comitology deci-
sions, and the question of political accountability remains unclear. Even 
though impact assessment is currently in the course of being introduced 
for secondary legislation, RIA for comitology decisions is still only in 
its infancy, leaving the large majority of non-legislative acts without any 
critical review (Alemanno and Meuwese  2013 ). If implementing acts are 
to be of the highest quality and democratically legitimized, comitology 
has to be opened to the public, stakeholders have to be involved in this 
process, and decisions taken have to be subject to a regulatory assessment.  

4.4     The Lack of Coherence and Accountability 
of the EU’s System of Decentralized Agencies 

 As outlined above, agencies and networks have started to play an 
increasingly important role in EU policy making and implementation. 
Even though administrative decentralization has the potential to create 
decentralized, informal, and even experimental governance niches and 
better engage stakeholders, the EU’s system of decentralized agencies 
has become a structural bottleneck to regulatory reform. EU agencies 
have been created on a case-by-case basis in successive waves through 
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various mixes of political interests over the last two to three decades, 
resulting in a confusing and incoherent system where agencies are not 
held accountable for their decisions despite the growing infl uence they 
have on key regulatory decisions (cf. Evaluation of EU Decentralized 
Agencies  2009 ). Th is can be observed in a number of policy areas where 
agencies regularly exceed their defi ned missions and tasks in a quest to 
expand their own power and infl uence. Th is results in political trench 
battles between the European Commission, the member states, and the 
various agencies, paralyzing the regulatory process and not infrequently 
leading to legal challenging. 

 Th e general structure of the EU’s agency system is problematic in that 
there is neither an overarching rationale cutting across the agencies nor 
an assessment of their pertinence. Only the recently created agencies were 
subject to an impact analysis and cost–benefi t analysis, and there is miss-
ing clarity on why many of these agencies were created in the fi rst place 
and whether other regulatory methods would have been more appro-
priate. Furthermore, EU agencies’ accountability methods are question-
able, as many agencies seem to understand accountability as obligation 
to report on their accomplishments and incurring risks only if these 
accomplishments are considered unsatisfactory. According to the 2009 
evaluation report, this accountability and reporting obligation was unsat-
isfactory and information was scarce. In practice, performance reporting 
is almost nonexistent, or does not take place in an accurate enough form 
that could serve as basis for the discharge procedure, as agencies have an 
obvious self-interest in protecting their own continuity. 

 Th e EU has started to recognize these problems and has made an 
attempt to “rectify” them by adopting in 2012 the so-called Common 
Approach on EU Decentralized Agencies. Th is aims to make the agencies 
more coherent, eff ective, and accountable. According to the European 
Commission, this common approach foresees a range of improvements, 
including “the need for an objective impact assessment before deciding 
to create a new agency, criteria for the choice of the seat and headquarters 
arrangements, regular overall evaluations (every 5 years), and the intro-
duction of sunset or review clauses foreseeing the option of merging or 
closing down agencies, ex ante and ex post evaluations of the agencies’ 
programs/activities, the development of key performance indicators, 
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a multiannual programming to be linked with multiannual resource 
planning, a stronger link between actions performed by the agency and 
human and fi nancial resources, a streamlined governance structure and 
making it clear who does what.” 4  

 It however remains to be seen to which extent the Common Approach 
will and can be implemented in practice. According to the Commission 
progress evaluation reports published in December 2013 5  and April 2015 
(COM  2015 , p.  179 fi nal), several important improvements could be 
achieved, such as the adoption of guidelines on the prevention and man-
agement of confl icts of interests between agencies and between Agencies 
and the European Commission, to avoid the above-mentioned trench 
battles. But practice shows that these trench battles continue and that 
further eff orts will be necessary.  

4.5     Summary 

 Despite important reform eff orts made, the European regulatory system 
remains an overly bureaucratic, opaque, and time-consuming machine 
increasingly incapable of delivering on its key objective: the alignment of 
diverging interests and agendas and their translation into common rules. 

 On the micro level, this is because several individual components of 
the regulatory system, in particular its political decision-making mecha-
nisms such as co-decision, comitology, or the system of EU agencies, do 
not work in practice and increase the EU’s immobility to respond rapidly 
and effi  ciently to complex new problems. At this level, it is the system’s 
overly bureaucratic nature, its awkwardness, and its systematic exclusion 
of stakeholders that hampers the agility a regulatory system today needs 
to maintain its managing capacities. 

 On the macro level, EU governance is at its core still driven by the 
traditional Community method that (mis)understands its main purpose 
as controlling and producing regulation. Th ough, as long as regulatory 
reform leaves this method as an overarching EU governance rationale 

4   See  http://europa.eu/rapid/press-release_IP-12-604_en.htm . 
5   See  http://europa.eu/agencies/documents/2013-12 . 10_progress_report_on_the_implementation_
of_the_common_approach_en.pdf 

http://europa.eu/rapid/press-release_IP-12-604_en.htm
http://europa.eu/agencies/documents/2013-12
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 unquestioned, reform attempts are likely bound to fail. Th is is because 
the EU can today no longer be governed by means of political command 
and control, nor can an Innovation Union be regulated into being. A new 
approach is required; one that appreciates the EU as system of complexity 
with constantly changing nonlinear relationships that can only be managed 
by distributing the growing complexity rather than trying to control it. 

 In the following section we will discuss this concept of complexity, 
which we believe can bring substantial insight into our understanding of 
the EU as system, of systemic change, and how to manage it.   

5     The EU as Complex System 
in Transformation 

 In times of increasing global integration and interdependence, under-
standing the nature of systems, their relations and interconnections, and 
of systemic change, becomes a key for policy makers to manage large- 
scale systemic phenomena that aff ect societies. Th e citizens of Europe 
today face a number of these transformational phenomena, be it glo-
balization, climate change, or the rapidly progressing digitalization of 
almost all areas of private and professional life, that provoke fundamen-
tal changes in the way people live, organize themselves, and interact, 
work, and play. 

 Th ese phenomena and the changes they induce occur at such speed, 
depth, and magnitude that they have started to erode in its very core the 
established governance system that seeks to manage them and increas-
ingly render its key regulatory instruments useless. Policy makers in the 
EU today face the dilemma of applying previous solutions to new prob-
lems; in other words, EU governance today appears as a simple 1960s 
integrated circuit computer trying to process a complex Windows 10 
operating system. 

 A concept that has been attracting increasing attention in academic lit-
erature, but also among increasingly more policy makers and off ers new 
insights to the way we understand social systems and systemic change, is 
 complexity theory . Developed in the early 1980s and rooted largely in the 
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work of the biologist Ludwig van Bertalanyff , modern complexity theory 
is an “interdisciplinary fi eld of science that studies the nature of com-
plex systems in society, nature, science, and technology… and provides a 
framework by which  groups of interrelated components  that infl uence each 
other can be analyzed” (Rotmans and Loorbach  2009 , emphasis added, 
p. 185). Th is group can be a biological organism, a company, a city, or 
even a whole society or group of societies such as the European Union. 

 Th ough complexity theory was fi rst primarily confi ned to sciences 
with relatively little consideration in social and political sciences, it soon 
started to fi nd application to problems in sociology, political science, and 
international relations by “off ering a new set of conceptual tools to help 
explain the diversity of and changes in contemporary modernities under-
going globalization” (Walby  2003 ). In sociology and related disciplines, 
the key objective of complexity theory today is to understand and explain 
the behavior of societies as complex systems that run through diff erent 
cycles: relatively long periods of stability and order (so-called  equilibrium  
phases), interrupted by those of change, instability and even chaos, and 
then adaptation to their internal and external changes and restore a stable 
status (Rotmans and Loorbach  2009 ). Simply put, complexity theory 
tries to understand societal systems in transition in order to manage this 
transition toward a more stable setting. 

 Complexity theory understands societies as systems composed by  inter-
related components  that periodically face so-called “persistent problems” 
(Rotmans and Loorbach  2009 ). Th ese persistent problems are related to 
“system failures” that sneak into the system (the society) or are produced 
by the system itself and cannot be corrected by the market or policies 
alone. Th ese persistent problems, or in other words systemic phenom-
ena, are highly complex, because they are multidimensional and deeply 
embedded in the societal, institutional and other constituent structures 
of the system and involve a myriad of diff erent actors. 

 According to Rotmans and Loorbach, a transition is a “radical struc-
tural change of a societal (sub)system that is the result of a co-evolution 
of economic, cultural, technological, ecological, and institutional devel-
opments at diff erent scale levels.” In order to deal with system failures 
and manage such a transition, a sound understanding of the system is 
therefore indispensible. 
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 A fi rst important consideration that follows for how to manage societal 
transitions is that these transitional developments take place at diff er-
ent scale levels so that they can hardly, if at all, be managed by classical 
political command and control strategies. Or in other words, societal 
transition cannot be  controlled  and  regulated , but needs to be  managed . 
Such management is possible through smart and strategic  infl uencing  of a 
system transition into a more stable and sustainable direction as opposed 
to controlling the transition. In complexity theory, such smart infl uenc-
ing is called “transitional management” (Rotmans et al.  2001 ). 

 Before discussing the concept of transition management in more 
depth, it is fi rst necessary to elaborate on what constitutes a complex 
system and how it is characterized. According to Rotmans and Loorbach 
( 2009 ), complex systems

•    are  open  systems that interact with their environment and constantly 
evolve and unfold over time. Th ey contain many diverse components 
which are in constant, nonlinear interaction with each other;  

•   have a  history  and are  path dependent : Prior states of the system have an 
infl uence on present states, which again have an infl uence on future 
states;  

•   encompass various organizational levels. Th ey have  emergent properties , 
that is, higher level structures from interaction between lower level 
components; and  

•   have  multiple attractors : an attractor is a preferred steady system state 
set, to which a complex system evolves after a signifi cant amount of 
time.    

 We like to argue that the European Union exhibits all of these fea-
tures: it is an  open  system in constant interaction with its environments, 
inner and outer, social, political or economic, in an interconnected global 
context. Th rough this interaction with other systems, it evolves, unfolds, 
and changes over time. It contains many diverse components in constant 
interaction with each other that are nonlinear, such as between the local, 
regional, national, supranational, and international level or between 
the diff erent political, economic, and societal governance systems that 
together constitute it. Th is interaction infl uences the constitution and 
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development of the individual components, in both a vertical and 
 horizontal way, in that eff ects at one level (e.g., the national) aff ects the 
other levels (e.g., the supranational), which again infl uence back thereby 
producing a constant cause and eff ect loop. 

 Th e European Union has a history, and it appears that it is perhaps 
too much path dependent on previous states in the sense that strategies 
from previous decades continue to have a disproportionate eff ect on the 
Union’s current and future designing. Th e EU encompasses various orga-
nizational levels, from decisions taken at the level of the European institu-
tions that themselves are a product of underlying organizational levels to 
the national and regional political structures, agencies, networks, courts, 
and so on. Th e interaction between the lower components of the sys-
tem constitutes and structures the higher levels, like for instance national 
policies directly infl uence, and sometimes even determine, policy making 
at the European level. 

 Lastly, the EU has multiple attractors, and we like to argue that its cur-
rent preferred state set is a governance system built on the Community 
method and regulation as its main instrument of power to govern both 
the system as a whole and its components. Th e EU governance system 
evolved to this condition over the past two to three decades because it 
proved the most successful and effi  cient way to create a union of societ-
ies with a common market and promote its integration process during 
continuous enlargement. 

 However, EU integration today has reached its capacities and the 
Union seems to be standing at the brink of collapse: it is caught in a para-
lyzing struggle between national politics and the strive for “more Europe”; 
it suff ers from a lack of democratic legitimacy and declining trust from 
its citizens, businesses, and increasingly even its political elites as the gap 
between national welfare systems and EU neoliberal policy making grows 
while overly rigid or poor quality regulation suff ocates innovation in the 
private sector. It overly relies on regulation and bureaucratic procedure 
with which it tries to manage phenomena that require entirely diff erent, 
novel strategies; and it is losing its competitiveness and infl uence in the 
global context. In other words, the EU is in a state of critical instability 
trying to cope with a transition for which it relies on inadequate and 
outdated strategies. 
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5.1     Complex Adaptive Systems 

 A special case of complex systems are complex  adaptive  systems. Th ese 
kind of systems are adaptive in that they have the ability to learn from 
experience, adapt, and change. Hence, they are able to respond to and 
adjust themselves to changes in their environment and within them-
selves. Th ey constantly create variety and diversity by developing new 
components and relations, which provides a source of innovation and 
renewal (Rotmans and Loorbach  2009 , p. 187). From this diversity and 
variety, which can come both from the inside and as stimuli from external 
sources, the system then choses a so-called  predominant selection,  which 
“maintains the system in a dynamic equilibrium by preventing variation 
or by pushing it into a certain direction” (Rotmans and Loorbach  2009 ). 
And fi nally, complex adaptive systems have two important features: 
they  co-evolve  with their components and can  self-organize  themselves 
(Rotmans and Loorbach  2009 ). 

 By self-organization, Rotmans and Lorbach refer to a complex system’s 
capacity to develop an internal self-management without interference from 
outside. Whereas there can be external impetus and stimuli that can trigger 
processes of change in the system by adding variety and diversity and thereby 
challenging the predominant selection, a complex system will eventually 
push the system to a “predominant selection” and thereby create stability. 

 Co-evolution, in turn, means a process where “interaction between dif-
ferent societal subsystems infl uences the dynamics of the individual societal 
subsystem, leading to irreversible patterns of change” (Kemp et al.  2009 ). 
Th is rejects the notion that in a complex system, one entity or player has 
a single impact on another entity or player—for example, if the European 
integration would take place merely vertically, as a top- down from EU 
institutions to the member states. Since complex systems are understood 
to take all other systems as their environment, systems co-evolve through 
 adaptation  to their environment. In this sense, complex systems are  ecosys-
tems  and co-evolution means that “the evolution of one domain or entity is 
partially dependent on the evolution of other related domains or entities…
or that one domain or entity changes in the context of the other(s). Th e 
notion of co-evolution places the emphasis on the evolution of interactions 
and of reciprocal evolution” (Mitleton- Kelly  2003 ). 
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 Th e EU co-evolved with its member states and other systems in its 
 environment, just as its governance system co-evolved with that of its mem-
ber states and other systems in its environment over time. Both the member 
states and the environment have added to the European Union’s diversity 
and variety, from which the system developed a predominant selection and 
was consolidated. Regarding EU governance, the two key elements of this 
selection have been  positive and negative integration  of which regulation is 
the most manifest policy tool. However, whereas the EU’s system com-
ponents (its societies inside as well as its environment[s]) have continued 
evolving and changing, most notably at the economic and societal level in 
co-evolution with technological progress and socioeconomic transitions, 
the EU’s predominant governance selection still has not. 

 In other words, while facing a complex new variety and diversity, the 
EU forcefully preserves a previous predominant selection against co- 
evolution with and adaptation to new realities; thereby it prevents itself 
to move to reestablish equilibrium. Even though being an adaptive sys-
tem, the EU has failed to overcome its path dependency on previous stra-
tegic choices and clings to governance tools and mechanisms developed 
50 years ago. But the realization of the Lisbon strategy, the Horizon 2020 
agenda, or the creation of an Innovation Union cannot succeed if the 
governance instruments do not co-evolve with what they aim to manage.  

5.2     Managing Complex Adaptive Systems: 
Managing the European Transition 

 If we agree with the above information, that the EU is a complex adaptive 
system currently in a state of disequilibrium trying to manage the transi-
tion into a more stable, sustainable setting, then we shall now discuss 
how managing this transition can take place in practice. 

 Since co-evolution is not instantaneous but a process that takes place 
over time, internal processes of complex adaptive systems have to adjust 
to external changes (Walby  2003 ). Twenty years ago, Stuart Kauff mann 
( 1993 ,  1995 ) has illustrated this adaptation via the concept of so-called “fi t-
ness landscapes.” Th e concept of fi tness landscapes assumes that the land-
scape of a system, that is, its environment, changes as a result of changes in 
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the constitution of the landscape, that is, in its components. In this sense, 
Kauff mann argues that, “as one system evolves, it changes the landscape for 
others, changing their opportunities, and thereby their potential for suc-
cess or weakness. Th e landscape can be adapted or deformed by systems, 
with complex consequences for their development” (Walby 2003, p. 9).  

 However, as we have argued above, this adaptation process of a com-
plex system and its internal processes to external changes can be  infl u-
enced . For this, Rotmans and Loorbach provide the concept of transition 
management. Transition management is based on three principle guide-
lines with which a complex adaptive system can be “directed”:

    1.    Encouraging  frontrunners . Rotmans and Loorbach argue that manag-
ing transition requires to create “quasi-protected” niches for frontrun-
ners: so-called “transition areas.” Frontrunners are understood as 
“agents with peculiar competencies and qualities: creative minds, strat-
egists, and visionaries” that have the capacity to create new and inno-
vative structures. In order to unfold their full potential, these agents 
have to be allowed niches with suffi  cient independence from the 
regime and resources (knowledge funding, possibly even exemptions 
from laws) to experiment. Th ese frontrunners can then build coali-
tions and networks and develop so-called “transition agendas.”    

  An example for how to implement this idea is the High Level Group 
on Innovation Policy Management. 6  Initiated under the Polish presidency 
of the European Council in 2011, the HLG successfully created as a niche 
(transition arena) in which its members were able to develop politically bold 
recommendations for how to better manage the transition of the EU into 
an innovation union. Its success was due to the following characteristics:

•    It brought together a high-level group of agents with special compe-
tencies and qualities: creative minds from the EU institutions (EU 
Council and Commission), member state governments, innovative 
businesses, and academia. Th is inclusive,  tripartite structure  of the 
group allowed discussions from the various standpoints of innovation 
and gave the group a special democratic legitimacy;  

6   See  http://www.highlevelgroup.eu/en . 

http://www.highlevelgroup.eu/en
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•   Even though affi  liated with the organizations that they were sent from, 
the participation of its members took place in a  personal capacity . Th is 
independence made the group a quasi-protected niche that allowed for 
frank and open discussions that would otherwise, in case members 
would have formally represented their organization, not have been 
possible;  

•   Th e group was  self-funded  and  self-organized  and had its own secretar-
iat and research team. Th is allowed the group to be fully independent 
from the regime while yet being directly embedded in it;  

•   Th e discussions between the members took place during regular, gen-
eral meetings as well as informal bilateral exchanges under respect of 
the  Chatham House rule , that is, under anonymity. Decisions were 
based on  consensus,  which means that the fi nal outcome, the two 
reports and their policy recommendations, are the result of a consen-
sual agreement between the parties that take common ownership of 
what they have jointly negotiated; and  

•   Finally, the group was a  temporary  initiative and not formally institution-
alized so as to avoid creating yet another advisory body and adding fur-
ther to the already heavy institutional complexity of EU governance.    

 Th e HLG’s  transformation agenda  in the form of its two reports 
and recommendations was then presented to the EU ministers at 
the formal and informal Competitiveness Council in May 2013 and 
December 2014. Since then, the two publications provide policy 
makers in the EU institutions and member state governments with 
guidance and reference.

    2.    Allow for  guided variation and selection . Th e second guideline high-
lights the importance of diversity in preventing rigidity and maintain-
ing fl exibility of the system. As we have argued above with reference to 
Rotmans and Lorbach, in the equilibrium phase of a system, there is 
continuous variation and selection, but with a predominant selection 
that maintains the system. However, as soon as a system “settles,” the 
dominant selection tries to decreases diversity. Th is situation must be 
avoided by maintaining diversity in the system as it is otherwise not 
suffi  ciently agile to respond to systemic changes which will ultimately 
result in paralysis or even system failure.    
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  As discussed above, this situation can be seen in the European Union 
where regulation has emerged as dominant selection. However, by mak-
ing regulation the  sine qua non  EU governance tool, regulatory diversity 
is being inhibited, and the EU’s regulatory regime is no longer able to 
co-evolve with its internal and external dynamics and respond to sys-
temic changes.

    3.    Anticipate  future trends and developments . As Rotmans and Loorbach 
explain, this means to take into account weak signals and seeds of 
change that can act as “harbingers of the future” and serve as key con-
dition of a proactive, long-term strategy for managing transitions. Th e 
future orientation is thereby accompanied by a  strategy of adoption .    

  A concept that in this context has already established itself as useful meth-
odology to develop strategies of adoption is  strategic foresight . Professional 
foresight is a trans-disciplinary approach that seeks to improve the ability 
to anticipate, create, and manage change in a variety of domains (scien-
tifi c, technological, environmental, economic, and societal), on a variety 
of scales (personal, organizational, societal, global, universal) and using a 
variety of theories and methods. Foresight thereby serves as instrument 
for future-oriented thinking and is an indispensible instrument for policy 
makers in a context of rapid socioeconomic and technological changes. 

 Foresight is already an established policy tool in the USA and a number 
of Asian countries, and increasingly also in the European Union, though in 
the EU in a less prominent way. Examples for foresight institutions or those 
relying on it are the US National Intelligence Council; the Organization for 
Economic Cooperation and Development (OECD); the EU Institute for 
Security Studies (ISS); the European Strategy and Policy Analysis System 
(ESPAS); the Centre for European Policy Studies (CEPS); the Research and 
Development Corporation (RAND); or the Stiftung Neue Verantwortung 
that advises the German government, to list only a few. 

 Policy making in times of rapid change will increasingly rely on its ability 
to anticipate future trends and prepare itself as much as possible for eventu-
alities. Despite its natural limitations in providing predictions of the future, 
professional strategic foresight can provide useful  indications  of key future 
trends and challenges and help policy makers prepare strategies of adoption. 
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 Th ese three guidelines represent an important fi rst starting point 
toward building a more adaptive and agile EU governance system fi t to 
cope with transition and societal change. Th e EU and national policy 
makers should create and proactively support innovation niches to allow 
frontrunners to independently develop transition agendas. However, 
 providing niches alone will not suffi  ce; these transformation agendas have 
to be recognized and implemented, even if they propose radical political 
changes. Too often have we seen innovative thinking developed indepen-
dently or semi-independently from the regime that have ultimately led to 
nothing but paper waste. A new, strong commitment is needed, both in 
the EU institutions and in the capitals that appreciates and supports the 
existential role of frontrunners in ensuring diversity and renewal of the 
system and prevents systemic paralysis. 

 Policy makers can take inspiration not only from the work of the High 
Level Group on Innovation Policy Management, but also from the pri-
vate sector where so-called collaborative entrepreneurship is already a 
well-established practice to generate wealth through exploiting underuti-
lized innovative ideas in collaboration (Miles et al.  2005 ; Hekscher and 
Adler  2006 ). 

 Collaborative entrepreneurship according to Miles, Miles, and Snow refers 
to a practice where fi rms come together in collaborative networks where they 
match underutilized resources with unexplored market opportunities to 
commercialize a constant stream of innovations by sharing resources while 
trusting in the equitable distribution of resulting wealth. Th ese networks 
can be regional, national, transnational or even global. Th e members of the 
network operate independently in their markets, but share ideas in an “inno-
vation catalogue” to alert potential allies to opportunities for collaboration. 
Th e boundaries of the network are dynamic and the relationships between 
the operating units are multidirectional and informal, so that the restraints 
of planned innovation and inter-unit rivalry can be overcome and innova-
tive ideas become a common resource that can be exploited collaboratively. 

 If understood as units in a complex system, EU member states could 
profi t greatly from this model of cooperation. States could form collabora-
tive networks for defi ned policy challenges where each member state operates 
autonomously, but shares innovative ideas in a joint catalogue as a common 
pool of ideas to be exploited collaboratively. Th is catalogue could be for 
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instance in form of a database managed by the European Commission, and 
could allow the participating states to exchange knowledge, information, 
and experience. Being a union committed to solidarity, cooperation, and 
the common wealth of its citizens, sharing knowledge and information and 
mutual learning would not only benefi t the individual countries but the 
Union as a whole through establishing trust and solidarity. 

 To a certain extent, this mechanism of open coordination, knowledge 
and information exchange between member states already exists in the 
European Union in form of the so-called Open Method of Coordination 
(OMC). Th e OMC is a fairly new governance tool that was introduced 
at the Lisbon Council in March 2000 and is often described as “third 
way” of European integration “between regulatory competition and har-
monization, [as] an alternative to both intergovernmentalism and supra-
nationalism” (Zeitlin  2005 ). Tucker ( 2003 ), in turn, has referred to the 
OMC as “experimental mode of soft governance.” 

 Th e OMC has its roots in previous soft governance tools, especially the 
Broad Economic Policy Guidelines (BEPG) and the European Employment 
Strategy (EES). But unlike the BEPG and EES, which are limited to indi-
vidual policies, the OMC can cover a wider range of policy areas, from 
social protection and pensions, education and training, research, innova-
tion, and SMEs, to an information society and e-Europe. Th ese policies 
are at the heart of the national welfare state where member states tend to 
resent intervention from the European Commission and Parliament and 
seek to keep decision-making authority under their control. Th e OMC is 
therefore a method that allows the Community to achieve common policy 
objectives in areas that lie outside the regulatory competencies conceded 
by primary legislation.  

5.3     Characteristics of the OMC and Its Shortcomings 

 In its Presidency Conclusions of the Lisbon Council, the Portuguese gov-
ernment that headed the summit offi  cially defi ned the OMC as follows: 
“Implementation of the strategic goal will be facilitated by applying new 
open method of coordination as the means of spreading best practice 
and achieving greater convergence toward the main EU goals” (European 
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Council  2000 ). It further said that “a fully decentralized approach will be 
applied in line with the principle of subsidiarity in which the Union, the 
member states, the regional and local levels, as well as the social partners 
and civil society, will be actively involved, using variable forms of part-
nership. A method of benchmarking best practices on managing change 
will be devised by the European Commission networking with diff erent 
providers and users, namely the social partners, companies, and NGOs.” 

 Even though this term is not offi  cially used, the OMC presents an 
experimental approach to governance and political decision making 
that, as Szyszczak ( 2006 ) explains, however, “does not entail a systemic 
change to the underlying constitutional settlement of 1957.” In this 
respect, “fi rm boundaries [are] drawn between ‘old’ governance, or the 
Community method, and ‘new governance,’ which may exist outside the 
legal constitutional structured of the EU” (Szyszczak  2006 ). Th e OMC 
in this sense is conceptualized as a method of European integration that 
relies on coordination, fl exibility, participation, and mutual learning 
rather than the methods of positive and negative integration. As such, 
it is probably the most radical attempt the EU has made to reform the 
established Community method to date. 

 However, while the OMC is an innovative governance method to 
develop common solutions in policy areas where the EU lacks exclusive 
competencies, the question whether it brought any tangible results in its 
now 15 years of existence is subject to controversial debate. Sandra Kröger 
( 2009 ) for instance argues that the answer to this question depends on 
which side of the debate between the “soft” and “hard” law approach one 
stands. Defenders of the classical hard law approach would argue that soft 
law “leads to uneven integration while it cannot assure compliance; that 
it cannot prevent a race-to-the bottom of social standards; that it can-
not compensate ‘negative integration’ and instead favors the adoption of 
market-making policies; and that it opens the door for blame avoidance 
strategies as well as for legitimizing discourses which are not democrati-
cally backed” (Kröger  2009 ). 

 Proponents of the soft law approach, in turn, argue that the OMC 
“respects subsidiarity; that it better accommodates existing structural 
diversity; that it responds better to strategic uncertainty due to its fl ex-
ibility and revisability; that it involves lower transaction costs than hard 
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law; that it helps to avoid political deadlock; that its eff ects may be longer 
lasting than hard law which it could eventually bring about; and that it is 
more open in terms of stakeholder participation” (Kröger  2009 ). 

 Indeed, from the perspective of EU governance, the OMC must be 
welcomed as an important attempt to provide member states with an 
alternative to the more static and legal-procedural Community method. 
As such, the OMC combines a number of elements presented above in 
the context of transition management and collaborative entrepreneur-
ship. Member states can forge cooperations and network-type alliances 
to share knowledge and develop policy solutions without giving up their 
sovereignty. Th e OMC therefore provides much more opportunities than 
the Community method to develop transformation agendas such as the 
Europe 2020, which is the OMC’s most notorious outcome so far. 

 However, after initial euphoria, the OMC has evidently fallen short of 
expectations. Its greatest defi cit remains its informal and unbinding nature: 
it fails to adhere member states to agreed measures and provides no enforcing 
mechanism to ensure implementation. Th e main criticism is that member 
states will easily agree on setting any kinds of objectives and benchmarks, 
but without sanction mechanisms most initiatives will probably lead to 
nothing. Th is has led to much criticism about the OMC’s lack of ability in 
delivering tangible political results with some questioning the OMC’s  raison 
d’être  altogether and even suggesting its abandonment (cf.  i.a.  Sapir  2003 ; 
Kok  2004 ; Hatzopoulos  2006 ; Tamtik  2012 ; EPRS  2014 ). 

 However, without disregard to the OMC’s limited success so far, this 
criticism is not entirely appropriate as it a) applies upon the OMC the logic 
of the Community method with its focus on hard law to an approach which 
 per defi nitionem  is framed as an alternative to the Community method, 
and b) misjudges its ability to encourage information exchange and mutual 
learning between member states. Even though this cooperation does not 
translate into hard policy at the Community level (and is therefore not 
quantifi able for statistical purposes), the OMC has contributed substan-
tially to mutual learning among member states and the exchange of best 
practices, which often serve as impetus for their own national initiatives. 
Member states predominantly consider the OMC as idea pool from which 
they can fi sh inspiration and ideas. In this sense the OMC has indeed 
already created considerable added value for those participating in it.   
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6     Building the Link: Collaborative 
Governance and Regulatory Co-creation 

 When the OMC is too loose to translate member states’ cooperation into 
hard policies, and the Community Method is too static and exclusive to 
account for the diversity of interests concerned, collaborative governance 
and its notion of regulatory co-creation is a concept that off ers solutions 
for bridging between the these two EU governance paradigms. 

 Collaborative governance is a relatively new concept and refers to “a 
governing arrangement where one or more public agencies directly engage 
non-state stakeholders in a collective decision-making process that is for-
mal, consensus-oriented, and deliberative and that aims to make or imple-
ment public policy or manage public programs or assets” (Ansell and 
Alison  2008  7 ). Collaborative governance diff ers from related concepts such 
as collaborative public management (cf., e.g., McGuire  2006 ) or network 
approaches in that the engagement of the public actors with non-state 
stakeholders is  direct  and  formal  as opposed to advisory and consultative. 
Th is means that the desired outcome of this collaboration, such as law or 
policy, is produced  jointly , so that the non-state actors participating take 
ownership of the outcome and responsibility for their implementation. 

 Collaborative governance also diff ers from public–private partnerships 
as these primarily seek to achieve communication and coordination. 
Collaborative governance goes a step further and aims directly at making 
decisions, materialized in form of law and policy. As Ansell and Alison 
( 2008 ) put it, “A public–private partnership may simply represent an 
agreement between public and private actors to deliver certain services or 
perform certain tasks. Collective decision-making is therefore secondary 
to the defi nition of public–private partnerships.” 

 Even though collaborative governance calls for direct and formal 
engagement of non-state stakeholders, it does emphasize the role of the 
“public manager” as enabler and steward. Ansell and Alison ( 2008 ) for 
instance argue that public agencies “have a distinctive leadership role” in 
collaborative governance, responsible for bringing parties to the table and 

7   In introducing the concept of collaborative governance we rely to a large extent on the work of 
Ansell and Alison  2008  and their meta-analytical study of the existing literature on this issue. 
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“steer[ing]…them through rough patches of the collaborative process,” 
thereby ensuring the integrity of the consensus-building process itself. 
Leadership is therefore crucial for “setting and maintaining clear ground 
rules, building trust, facilitating dialogue, and exploring mutual gains” of 
the collaboration (Ansell and Alison  2008 ). 

 During the work of the High Level Group on Innovation Policy 
Management, the important role of the HLG secretariat as coordinator 
and steward became evident. Th e secretariat brought together the mem-
bers; organized their meetings and handled the communication with and 
between them; guided through the meetings in a consensus-oriented 
process; launched bilateral meetings with all members to obtain indi-
vidual viewpoints and inputs; and aligned the diff erent positions into 
draft reports then presented to the plenum for discussion and approval. 
Without the secretariat as central contact and management point, the 
HLG could not have functioned in practice, and neither could it have 
developed a joint report that aligned the many diff erent positions at stake. 

 Th e concept of leadership is also found in complexity theory approaches 
to administration. Klijn ( 2008 ), for instance, sees the leader (or man-
ager/steward) of a complex system as having to fulfi ll three major tasks: 
(1) “managing the unmanageable”; (2) undertaking “smart interventions”; 
and (3) “riding the fi tness landscape.” As complex systems are considered 
unmanageable in the sense of uncontrollability due to their complexity, 
unpredictability and their multiple emergent and quickly changing prop-
erties, “adjusting to changes is often a wiser strategy than trying to get a 
grip on them,” says Klijn. 

 In this situation, a manager adjusts and adapts to developments rather 
than directing them. What follows from this is the concept of smart inter-
ventions. As we have already outlined above, smart infl uencing is an integral 
part of transition management. If complex systems are unpredictable and 
uncontrollable, as Klijn further states, “then interventions should be aimed 
very specifi cally at a system’s characteristics…[trying to] establish interac-
tions between agents that realize interaction patterns and/or outcomes that 
are in the desired direction.” Th erefore, the manager fulfi lls a facilitating role: 
his task is to “connect actors with the elaborate content of proposals, and 
explore whether this content matches the preferences of the involved stake-
holders and the organizational arrangements for  interactions” (Klijn  2008 ). 
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Connecting actors and involving stakeholders then automatically increases 
the knowledge available and allows for more targeted interventions into the 
system’s characteristics (Klijn  2008 ). 

 Th e benefi ts of this approach for the EU regulatory system are obvi-
ous: facing ever more complex problems, a regulator system needs to 
bring together the relevant actors concerned with this problem. Th is 
includes the traditional public actors (Council, Parliament, Commission) 
as well as non-state stakeholders such as enterprises, scientifi c research 
institutions, and civil society organizations as these can bring in knowl-
edge that the regime would otherwise lack. Th eir involvement—even if 
merely informal at this stage—therefore automatically increases the avail-
able knowledge and understanding of the system and the problem that 
needs to be dealt with. Th is is important both at the designing stage of 
policy but even more for implementing regulation, which requires spe-
cifi c technical knowledge and operational experience to draft measures 
that intervene in the system in a smart way. 

 Th rough the provision of this information from the diff erent actors 
in the policy chain, smart interventions can be launched, be it in the 
form of regulatory or non-regulatory measures, depending on what the 
specifi cities of the problem require. Th ough, the non-state stakeholders 
have to be formally and directly engaged in the process of deciding on 
these interventions, as otherwise a joint ownership of the collaborative 
outcome is not guaranteed and proper implementation is impossible. 
Th e process toward this outcome has to be facilitated and coordinated 
by a manager—which can be the European Commission—which has to 
connect the actors with each other and with the problem, organize their 
interaction, and negotiate toward an alignment of the diff erent positions. 
As Klijn puts it, the manager has to be “aware of the opportunities in 
[the] landscape, as well as the positions of the actors, and use them to 
realize interesting policy proposals or to adapt proposals and actor coali-
tions, in such a way that fi t the landscape” (Klijn  2008 ). 

 Th e success of a collaborative policy undertaking however not only depends 
on the role of the manager. Equally important is the readiness of non-state 
stakeholders to participate in such collaborations and ultimately share the 
ownership and responsibility of the negotiated  outcomes. Stakeholder inclu-
sion is thereby not the sole responsibility of the  manager, but relies on joint 
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initiative. Th is however leads to the question of which incentives non-state 
stakeholders and in particular companies may have to participate, in particu-
lar why they should accept political ownership and responsibilities that go 
beyond their usual understanding of corporate social responsibility. 

 Generally speaking, the main incentive lies in the relationship between 
participating and achieving concrete, tangible eff ectual policy outcomes 
through direct, face-to-face interaction with policy makers (Ansell and 
Alison  2008 ). Th is incentive however considerably declines if stake-
holders see their engagement merely consultative or ceremonial. Th is is 
predominantly the case in Europe where stakeholder engagement takes 
place in form of public consultations as part of the impact assessment 
process, usually ex ante and after legislation has been adopted and imple-
menting measures are developed. 

 Th e incentive to participate is also low if alternative options exist 
where stakeholders can achieve their objectives unilaterally, for example, 
in courts or through allies in legislature. Participation therefore depends 
mainly on two factors: (1) whether the collaboration is the exclusive 
forum for decision making, and (2) whether stakeholders perceive their 
goals to be dependent on cooperation from other stakeholders—in other 
words, if there is interdependence (Ansell and Alison  2008 ). If one of 
these two, or both, criteria are met, the success or failure of collaboration 
depends to a large extent on the commitment of the participating parties. 
Commitment in turn depends on a range of factors, including good lead-
ership (management), expectations of the collaboration, and transparency 
but, most importantly, on  ownership  of the process and its outcome. 

 In the EU, engagement of non-state stakeholders in political decision 
making is predominantly consultative; very seldom can stakeholders take 
direct responsibility for the outcome of the decisions made. Th is results 
in the dilemma that they often have to seek other—informal—ways to 
infl uence the decision making, mostly in form of lobbying or campaign-
ing. Decision makers, in turn, are held ultimately responsible for policy 
outcomes and are unilaterally exposed to the public when policies fail 
to deliver. Collaborative governance, in contrast, shifts ownership of 
decision making from the public agent to the engaged stakeholders, or 
 apportions it (Ansell and Alison  2008 ). Th e sharing of the responsibil-
ity is therefore key for collaborative governance but presupposes the will 
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on the public side to share the responsibility for regulatory outcomes 
with non-state actors and on the private side, the readiness to accept this 
responsibility. 

 In summary, collaborative governance increases democratic legiti-
macy and transparency of EU decision making as it engages non-state 
stakeholders in political decision making through direct and formal 
participation in designing and implementing policy; it relaxes regu-
latory stringency, increases the quality of legislation and makes the 
EU’s regulatory system more agile and internationally competitive in 
responding to complex new challenges; and it distributes ownership and 
political accountability between the public and private, thereby forcing 
a new commitment from enterprises to deliver on their corporate social 
responsibility. 

 However, applying collaborative governance in practice will be diffi  -
cult. Th e current legal situation does not allow for such collaborative 
undertakings in the ordinary legislative procedures as stakeholder par-
ticipation is clearly defi ned in the regulations and foreseen only via the 
specifi cally dedicated routes such as the public consultation mechanism. 
Working collaboratively with non-state actors in the open method of 
coordination in turn may bring participants considerable added value 
in terms of knowledge exchange but will unlikely result in hard law. 
Th erefore, a legal anchoring of collaborative governance in the treaties 
would be necessary, which however would require a considerable political 
push from the EU institutions and member states alike, which currently 
seems far out of reach.  

7     Conclusion 

 Th irty years after the Delors Commission issued its famous White 
Paper on completing the single market, the EU’s political priorities have 
remained essentially unchanged. What Delors committed to in 1985 
are the same objectives Jean-Claude Juncker has placed at the heart of 
his working program: completing the single market; enhancing Europe’s 
economic competitiveness; creating of jobs and generating growth for 
the well-being of Europe’s citizens. 



 

252 C.J. Bausch

 What however has substantially changed is the  context  in which these 
objectives are to be realized. Th e EEC of 1985 was a community of ten 
industrial, mainly western European societies whose primary objective 
 ex vi termini  was the development of an economic community through 
the abolishment of trade barriers and the creation of common political 
institutions. Th e EU of today, in contrast, is a highly integrated union of 
28 postindustrial societies with a solid politico-institutional structure and 
a legislative architecture of several million pages, which are embedded in 
a strongly interdependent and globalized world and face highly complex, 
large-scale, socioeconomic challenges that outrange those of the 1980s 
and 1990s by far. 

 What this chapter has tried to demonstrate is that such a Union can no 
longer be  controlled , but needs to be  managed . Th e methods and instru-
ments the EU relies on to this end are, however, no longer adequate and 
in urgent need of overhaul. Th is is because EU governance’s purpose is no 
longer primarily the creation of a single market; despite remaining gaps, this 
market has largely been realized today. Its primary purpose is to manage the 
market created and the regulatory system put in place to govern it. 

 However, as we have argued, this regulatory system is no longer able 
to respond to the challenges of our time and has become incapable of 
managing the EU in its present complexity. Important reform eff orts 
were made, but none of these have met the expectations and have failed 
to bring about a true modernization. Th is is largely because the reform 
debate has been too narrowly framed and has targeted merely individual 
system components rather than discussing the system itself and its pur-
pose in a changed context. 

 Before this chapter went to discussing complexity theory and transition 
management as a way to rethink EU governance, it outlined what we believe 
can be considered the main bottlenecks to a true regulatory reform. It con-
cluded that the European regulatory system is in its essence a cumbersome, 
legalistic-bureaucratic, opaque, and exclusive system that misconceives its 
purpose as producing regulation that to an increasing extent is of poor 
quality or altogether obsolete before it has even been adopted. In forcefully 
preserving this system, the EU obstructs its own natural capacities of adap-
tation and self-organization, and impedes on itself to co-evolve with chang-
ing environments, both outside and within. 
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 However, the alternative to the traditional Community Method, 
provided for in form of the Open Method of Coordination, is in turn 
equally incapable of managing Europe alone. Its unbinding and infor-
mal character, despite the value it doubtlessly generates through informa-
tion exchange and mutual learning, only maintains the old problem of 
member states protecting their national interests and established politico- 
institutional and legal structures. Experience has shown that without any 
form of sanction, Europe’s political capitals will hardly assign sovereignty 
and decision-making powers for the sake of “more Europe.” 

 We therefore suggested collaborative governance as possible bridge 
between these two governance paradigms. When embedded in a more com-
prehensive regulatory reform, this concept can allow Europe’s regulatory 
system to transform from a regulating command-and-control apparatus 
into a more agile regime better able to respond to the challenges of our time 
and manage Europe through transition back into equilibrium and stability. 

 However, realistically, a true reform of EU governance will require 
modifi cations of Community legislation. Th is can only be achieved if 
there is political will, and eventually political agreement at highest politi-
cal level. We should not be too optimistic to expect radical changes soon, 
but we can place hope in the power crises have in sparking reform and 
change.      
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    10   
 Developing Top Academic Institutions 

to Support Innovation                     

     Jean-Claude     Thoenig    

1          Introduction 

 Any competitive innovation ecosystem requires a stimulating higher 
education and research environment. Academic institutions are key con-
tributors and stakeholders to fuel such economic and societal dynamics. 

 Such a statement is obvious at local levels. Regional technology inno-
vation ecosystems such as Silicon Valley in California; Boston; Tech City 
in London; Paris-Saclay, or the Beijing ecosystem are rated by the MIT 
Technology Review ( 2012 ) as being the most promising worldwide for 
the years to come. Each benefi ts from the collaboration with an academic 
fabric located in its area, which includes at least one if not more research 
universities supported by several colleges and vocational schools. 

 Identical confi gurations are at work when considering countries or regions 
of the world. An obvious case is provided by the USA. Its dynamic leadership 
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is dependent on a sophisticated blend of business entrepreneurship, federal 
funding, and a skilled labor force, a key  contextual  factor being the existence of 
a dense network of universities. While in 2013 the members of the European 
Union (EU) had an estimate of more or less 3,300 active higher education 
institutions (HEIs), the  number reached an estimated 4,500 universities and 
colleges granting degrees across the various states of the USA. Quantity per 
se does not really make the whole diff erence, at least not as much as quality. 
Th e world leadership of the US innovation ecosystem relies fi rst of all on the 
quality of its academic production both in higher education and in research. 

 US HEIs are overrepresented among the best of the best universities 
worldwide as measured by metrics of excellence. For instance 22 of its uni-
versities are ranked in the top 30 segments of the world league as defi ned 
by the 2015 Annual Ranking of World Universities, better known as the 
Shanghai ranking. By comparison only four HEIs located in EU member 
states—all four being British—join this segment. 1  Th e leadership of US 
HEIs covers fi elds such as emergent technologies, just to name one. It 
is also the case for most academic areas, from life and earth sciences to 
humanities and social sciences where their colleges and vocational schools 
are persistently positioned as world benchmarks. Academic contribution 
to innovation ecosystems does not mean an overspecialization in a few 
niches while dropping any attention for general education and for research 
in basic science as well as in social sciences and humanities. Cutting-edge 
innovation production requires intellectual agility and cognitive openness 
of the labor force. Its educational background matters as much as its pro-
fessional expertise. Size as such does not by itself make a diff erence. For 
instance the California Institute of Technology includes 300 faculty mem-
bers and enrolls 2,130 students, 55 % being postgraduates. 

 Universities and institutes of technology acting as knowledge hubs 
inside performing innovation clusters look similar in the USA as well as 
in other regions of the world. Th ey cover a wide spectrum of academic 
domains. Th eir classrooms provide at the same time excellent teaching to 
high-caliber students, and their research labs provide outstanding knowl-
edge that might be in one way or another of relevance for societal needs 
and economic progress. Leading research universities set benchmarks not 

1   Another university based in Europe is ranked in this segment: the Swiss Federal Institute of 
Technology at Zurich. 
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only inside their national environment but also for universities located 
in other regions of the world (Th oenig and Paradeise  2014 ). Th ey defi ne 
new academic knowledge agendas others would later imitate. Th ey oper-
ate at the forefront of innovation. Th ey defi nitely are research universities 
but of a special kind. In the USA they are part of a class of HEIs that, 
comparatively speaking, are running so-called very high research activity. 2  
While metrics-based ranking approaches have been welcomed by many 
EU member state policy makers, no classifi cation has ever been developed 
at the levels of the EU and of most of its member states as such, as if all 
HEIs would be equal—a principle crystallized into their legal frame—and 
even much more equal than the US stratifi ed system, this is not the case in 
terms of quality production and support by steering agencies. 

 A collateral strength of the US academic fabric relates to its density. 
Should two or three leading domestic HEIs start to underperform, their 
decline would not induce major damages for the whole innovation eco-
system capacity competitiveness as such, at least less than what would 
be the case inside an EU-based ecosystem today. Th is presents to a large 
extent the robustness of the US innovation ecosystem for many years. 
Ferocious competition is at work between HEIs to attract talent and 
deliver knowledge. Th e same happens in receiving successful access to 
federal grants and donors such as companies. For private as well as for 
public research universities, such revenues are a matter of fi nancial sur-
vival. For instance one-fi fth of the operating revenues of the University of 
California–Berkeley are federal grants and contracts. 3  But for Washington 
policy makers this is less a worry than a resource: should one HEI fail, 
many other substitutes are accessible to play the game. 

 Th e People’s Republic of China, while still lagging behind the USA, 
has in the last few years also paved the road to high competition dynamics 
in building a national ecosystem based on two main pillars: the academic 
excellence of some of its HEIs and close linkages with innovative fi rms and 
emergent markets, for instance associated inside a local or a national cluster. 

2   Th e Carnegie Classifi cation of Institutions of Higher Education is a framework for classifying US 
colleges and universities in terms of missions. HEIs classifi ed at the top in terms of academic qual-
ity grant at least 20 doctorate awards per year. Th eir research activities are assessed by research 
expenditures, the number of research doctorates awarded, the size of research-focused faculty, and 
other factors. 
3   See  http://opa.berkeley.edu/campus-statistics/fi nancial-and-research-data . 

http://opa.berkeley.edu/campus-statistics/financial-and-research-data
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 Th erefore, to develop a competitive innovation ecosystem at national, 
and a fortiori at regional levels such as the EU, requires a web of strong 
academic institutions that play the role of knowledge hub in research and 
education. Th ey have to provide an actual strategic capacity of their own, 
enabling them to get their projects funded by private donors, companies, 
as well as by public grants, to allocate a great deal of attention to evolv-
ing societal needs as well as to new economic opportunities. Th ey should 
also contribute to overcome mental and practical obstacles to business- 
university cooperation—such as preferences for subsidies because of 
presumed academic freedom—that may still survive in some countries 
such as France and new EU member states. In any case such academic 
institutions will have to play a major role in defi ning new horizons for 
knowledge development, as is the case today for multidisciplinary issues. 
Th eir performance has to be rather consistent across time and domains. 
Scientifi c merits are considered the main criterion of success in a com-
petitive environment.  

2     Where Is the EU Academic Landscape 
Heading To? 

 Building a stronger academic capacity inside the EU is an ambition often 
considered as a geopolitical and socioeconomic priority for the years to 
come. Th ough a dozen or so of its universities may compete with their 
US counterparts, the EU has not yet reached a critical mass that builds 
up a competitive innovation ecosystem of its own. It may even be lag-
ging behind upcoming Asian ecosystems like China and India. While 
time goes by, many obstacles have yet to be overcome by the EU and by 
its member states before giving birth to relevant achievements. 

 Reforming academic institutions is often considered to be a desper-
ate cause when not a nightmare to avoid. Inside the EU the landscape 
remains highly scattered when it is not heterogeneous at the local level—
HEIs operating according to a variety of statutes and constitutive rules—
and at the level of the member states—higher education and research 
aff airs being steered with very diff erent approaches. 
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 A series of initiatives have already been launched to decrease the 
 fragmentation of the European academic fabric. For instance, some com-
mon standards such as the Bologna agreement about education diplomas 
have been defi ned and implemented by member states. Specifi c programs 
funding student exchanges and supporting R&D projects have also been 
launched in the EU budget. In the last 20 years new ideas have spread 
around to handle the challenges raised by evolving societal expectations. 
A worldwide massive wave of enrolled students has gone hand in hand 
with a commodifi cation of higher education—students being more and 
more mobile internationally—and a corollary globalization of world 
standards—world league ranking being a major reference. Higher educa-
tion and research are supposed to contribute increasingly as the vehicles 
that build a knowledge society, as defi ned by the EU Lisbon agenda of 
2001. At the same time taxpayer money has become scarcer and policy 
makers less generous. Some concepts prescribed by the OECD and the 
World Bank have for better or worse been supported by policy makers 
in most member states: quality benchmarks such as the ideal of the so- 
called World Class University, ranking metrics to assess academic perfor-
mances, increasing attention allocated to cost rationalization and new 
public management principles (Th oenig and Paradeise  2015 ). 

 To some extent the structural opposition between three mod-
els of higher education and research—the Anglo-Saxon, the German 
Humboldtian, and the French Napoleonic model—is slowly fading away 
(Paradeise et  al.  2009 ). 4  Relevant steps forward have already decreased 
heterogeneity in the world of European academia. Agreeing to share com-
mon standards or joining intergovernmental research programs generates 
positive incremental achievements, even if sometimes they may require 
patience and compromises. Nevertheless much remains to be achieved. 
Th e legacy of the past still remains an infl uential source of heterogeneity. 

4   Diff erences between the three models refer among other things to the degree of proximity between 
the universities, the state, and the referential community (local or national), the status of the uni-
versities (whether similar or diff erent in the same country), the ties between education and research 
activities, and inner institutional and organizational structures of universities. See G. Neave,“Th e 
Bologna Declaration: Some of the Historic Dilemmas Posed by the Reconstruction of the 
Community in Europe’s Systems of Higher Education,” in  Educational Policy , 2003, 17 (1): 
pp. 141–164. 
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 One fundamental reason is that national steering of higher  education 
and research aff airs remains very active, even more than in previous times. 
A de facto quasi-hegemony of member state policy makers is not per se 
to be considered as a good or bad principle on the road to building an 
EU innovation ecosystem. What is at stake is a pragmatic question: do 
the ways member state public authorities actually steer the domain of 
higher education and research facilitate the capacity of the EU—not to 
be restricted to the sole EU policy makers—to build such an ecosystem? 
Facts may suggest that this may not be the case, at least within the very 
near future. To a large extent this delay is the consequence of many fault 
lines in the EU policy-making system. For some issues are handled at the 
EU level and many others remain member state competence, while at the 
same time the economy is more and more conforming to a single market. 
No eff ective governance system has been implemented until now to over-
come these fault lines. For instance the Open Method of Cooperation 
(OMC), as defi ned in Lisbon in 2001, has clearly failed. Traditional 
cooperation styles remain much too slow to cope with rapid technology 
progress and ongoing market evolutions. 

 It is often mentioned that national policy makers are not spontaneously 
eager to welcome initiatives that might open the door to third parties—
other member states, the EU Commission, etc.—to have a say how to steer 
their own national jurisdiction. Apart from obtaining fi nancial opportuni-
ties, foreign interference in my own backyard is not really welcome. I as 
a member state want to have the fi nal say about exclusive control in my 
academic aff airs including the steering of the HEIs located on my territory. 
Even when common principles are shared that may harmonize the EU aca-
demic landscape they actually induce more heterogeneity across countries. 
Th is is what happens most of the time with the autonomy of HEIs. 

 Flexibility of local research and education entities is a crucial 
 prerequisite to allow them to be more active contributors to innova-
tive ecosystem building and performance. Autonomy is the name of the 
game. An HEI should benefi t from maneuvering and defi ning its own 
strategic capacity, therefore having discretion for instance about its rev-
enues and its expenditures, about which partnerships to build with other 
parties of its cluster or about the fi nancial vehicles to run joint programs 
with companies. Policy makers, politicians, and HEI heads claim  urbi et 
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orbi  that autonomy has to be allocated. Th is does not at all imply that 
 public universities should be privatized. Nevertheless, wide diff erences 
exist between countries for instance in terms of the decision-making 
capacity of their own governing bodies to allocate their budgets, to raise 
revenues such as tuition fees, to set up institutional arrangements and 
vehicles such as endowed foundations attracting money from donors, 
and to deliver specifi c diplomas. 

 A comparison between public and nonpublic hubs of regional ecosys-
tems suggests that the former benefi t from a high level of strategic capac-
ity despite the fact that they are part of a state system. Constitutional 
and legal factors may matter but in the end what makes the diff erence 
is the way the system is actually steering its HEIs. Such is the case when 
comparing a private foundation such as the Massachusetts Institute of 
Technology with a campus such as the University of California–Berkeley 
that is part of the major public university system in the world. Both 
research universities operate in very autonomous ways, a slight diff erence 
being that Berkeley is not allowed to decide in a discretionary way the 
level of tuition fees for most of its students (Th oenig and Paradeise  2014 ). 
An identical autonomy-based steering method is how the Swiss federal 
authorities manage their relations with their two very successful institutes 
of technology at Zurich and Lausanne. 

 What happens inside the EU? A study made by the European 
University Association suggests that the autonomy principle does not 
carry the same meaning and content when comparing how member 
states and German Länder steer their HEIs (Estermann et al.  2011 ). Four 
diff erent components of autonomy are assessed: organizational, fi nancial, 
human resources, academic. Th e scorecard suggests major diff erences. 
Two countries, the UK and Estonia, score at the top on all four facets. 
A few other countries such as France and Greece score very low in terms 
of autonomy of their HEIs. Most of the other countries have moderate 
autonomy, sometimes high on one or two facets and average or below 
average on the others. In synthesis the impressively wide spectrum sug-
gests that the fl exibility capacity of local HEIs varies dramatically from 
one country to another, some being agents acting in a highly centralized 
national system and others being able to act in an entrepreneurial mode 
in decentralized systems. 
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 Worse, in some cases the right hand of policy makers ignores what 
their left hand does. Th e way the authorities apply their policies, far from 
making the changing environment of academia easier to understand, in 
fact amplifi es uncertainty and even confusion by producing a series of 
eff ects, which, although they are not always contradictory, contain their 
share of ambiguity. 

 On one hand, policy makers use more or less coercive measures to 
drive the universities. Th ey force them to rationalize their administra-
tion to take on new missions, adopt a rationale based on the quest for 
excellence, and implement rulings and laws that follow each other at 
high speed. In France, for instance, three new laws regarding higher 
education and research were introduced between 2006 and 2013. Th ey 
concerned a very scattered collection of points, ranging from how to 
implement the Bologna Declaration or to cooperate, and how local 
institutions may combine forces or even merge, to defi ning teachers’ 
responsibilities, languages of instruction, or institutions’ accounting 
systems. Guidelines gush forth with no time for the preceding one to 
be deployed in the fi eld before the next arrives. Th e more  productive 
and pushy the policy makers become to try to get results, the less 
things actually change on the ground and vice versa. Th ese lead the 
academic institutions to navigate between great caution and oppor-
tunism. Public policies also encourage opportunistic tactics, which 
make use of the tools for purposes other than those they were designed 
for. In the UK, the Conservative government introduced a ceiling 
to university tuition fees of £9,000 per year. Th e idea was to ensure 
fi nancial protection for all universities. In fact, it is used by some of 
them to increase the number of students they recruit by maximizing 
their investments on additional academic personnel recruitment and 
infrastructure building. More precisely, the top-ranked institutions are 
the ones that gain the most from the provision, and they do so at 
the expense of the mid-range institutions, because the latter do not 
have the same advantages as the former in the competition to attract 
mobile students. Opportunism is also expressed in several EU coun-
tries by HEIs hunting for students from outside Europe, because they 
pay tuition fees that are signifi cantly higher than the legal cap set for 
national residents and Europeans. 
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 Another practice of central policy makers is to develop procedures 
and uniform indicators themselves and impose them top-down, relo-
cating micromanagement into HEIs. Nevertheless, the latter remain 
closely controlled by the incentives and evaluations to which their per-
formance is henceforward subject. Th is remote control is a modern ver-
sion of bureaucratic administration, which combines the invention of 
common performance or quality criteria with the assignment of fi nancial 
resources, the formulation of formal structures, and the verifi cation that 
they are actually applied. In fact, it infl ames the paradox of seeking to 
create autonomy. It makes them more compliance seeking, instead of 
heightening their local strategic capacity. In fact their dependency on 
how the resources of public policies are used is increased. Th e local HEIs 
that the central offi  cials wanted to make more autonomous by giving 
them administrative expertise, in fact behave like disciplined agents in 
the eyes of their principals, who assign resources to them. Th is happens 
in countries that also hope to spend less taxpayer money for academia. 
In the UK, the performance criteria used in universities are defi ned 
by the ministry—using categories built with the support of academic 
peer committees—which implements them via the Research Excellence 
Framework when assigning fi nancial resources. 

 Th e argument underlying the observations listed in this section is that 
reform dynamics like the ones currently in progress are not by themselves 
going to facilitate the creation of a competitive academic capacity at the 
level of an EU innovation ecosystem. Despite some initiatives launched that 
have member states adopt shared standards or even joint common programs 
in research and in education, dysfunctional consequences have not made 
the landscape capable of generating spontaneous prerequisites to harmo-
nize policies so as to build up suffi  cient academic institutional capacity to 
back up a European ecosystem. More specifi cally, the obstacles refer to the 
strength of national steering approaches. Th ey keep playing a decisive role, 
in some cases now more than ever. All are trying to address identical issues 
such as increasing international competition and decreasing public money. 
But each does it in its own way. Path dependence remains strong. Th e cur-
rent landscape, which was diverse, enters a phase of complexity. National 
policy makers’ goodwill is less a problem than the fact that they basically 
have to care fi rst and foremost so much about their own jurisdiction that 
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they do not share identical cultural and cognitive mind-sets, and still major 
diff erences are at work between the constitutive blueprints ruling the various 
countries. Th e idea of building up the academic support for a EU ecosystem 
might be listed by them not as a priority on their agenda, but as a source of 
distraction. Why should the EU rush to put higher education policy issues 
on its agenda? It might be a good idea to consider, but not now; later on, in 
a few years, why not? One should not forget that EU member states are also 
competitors, higher education and research being major factors of success 
for national balances of payments.  

3     Learning from Change Reforms 

 To expect that a majority of member states will spontaneously apply 
much pressure so as to push the EU and its ruling bodies to handle the 
issue might be a do-gooder wish but has very little chance of occuring. 
Unfortunately, as time goes by, the delays in catching up with other 
regional or national ecosystems might become longer; to place the EU 
among the leading continental competitors worldwide is with the goal 
to achieve—not just two or three competitive academic poles but at least 
twenty if not more by 2025. To give birth and develop, academic poles 
initiatives have to be considered and launched at least 10 if not 20 years 
in advance. Th e problem is that a 2025 time horizon is quite short. Th ree 
lessons should be kept in my mind by policy makers, whether at the 
national or at the European level, when considering how HEIs should 
and could contribute more intensively and actively to allow an EU com-
petitive ecosystem to emerge. Th ey may be listed as three “dont’s”: do 
not waste time to launch change processes as soon as possible, do not 
anticipate immediate relevant outcomes, and do not set up a centralized 
governance process in the new academic fabric. 

 First, the time required for changes is quite long. A former president of 
Harvard University said a century ago that to build another HEI such as 
Harvard would require at least half a century. Such wisdom remains valid 
today. Th e Federal Institute of Technology at Lausanne has been considered 
since its creation a decent but average local HEI. Nowadays, it is the aca-
demic hub of a highly performing local innovation ecosystem, it is ranked 



Developing Top Academic Institutions to Support Innovation 269

in the world league according to Quacquarelli Symonds (QS) and has joined 
the top 100 segment of the Shanghai ranking world league. It went through 
a radical change of its research and education strategy, it modifi ed its gov-
ernance style, and it built up strong partnerships with companies dealing 
with emergent technologies in numerous fi elds. Th is transition period started 
in the early 1970s. It is still going on according to the blueprint that had 
been defi ned half a century ago and was implemented step by step under 
the leadership of three diff erent presidents. In other words, changing and 
remodeling academic institutions requires patience and continuity. As social 
and human organizations, they have to address managerial and strategic chal-
lenges such that they attract and retain talented faculty and students, to set 
up productive and cooperative ways to make diff erent disciplines compatible 
under the same roof, to upgrade and diff use cutting- edge R&D production, 
etc. Running them in a sustainable manner as top-of-the-pile HEIs requires 
much more than sheer charismatic leadership or business/ fi rm-inspired stra-
tegic capabilities and operational skills (Th oenig and Paradeise  2015 ). Such 
ambitions cannot be achieved by decree and require changes that cannot be 
managed top-down. Th is may lead to contradictions. For policy makers tend 
to underestimate the importance of time horizons when launching a reform 
policy. Sometimes they dream that this or that university would be a good 
candidate to join the ranks of the elite of the elite. Th ey forget that academic 
change requires long time horizons that are not compatible with electoral 
time horizons. Th ey expect positive outcomes to occur in the short term, 
which often means before the end of their political mandate. 

 Second, policy makers are sometime willing to allocate plenty of tax-
payer money to build a new campus, to buy costly equipment, and to 
attract top-notch faculty members. Money is not the main eff ective vehicle 
or incentive to grow an academic hub, although it is needed. Th ey may also 
believe that the size of the faculty and the number of registered students 
are prerequisites for success, which is far from true when considering the 
quality and status of most world-class universities. A spectacular case is pro-
vided by the Paris-Saclay University project. In order to add an academic 
critical mass to an already promising technological innovation cluster 
developed in this suburban location by companies, both multinational and 
local companies, and public research institutes such as the Centre National 
de la Recherche Scientifi que and the Commissariat à l’Énergie Atomique 
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et aux Énergies Alternatives, the French  government has spent about €6 
billion to build new infrastructures and to fund research programs of such 
a Greenfi eld project. Th e intended ambition is to catch up with the Federal 
Institute of Technology in Lausanne and with Cambridge, the success cri-
terion being to rank this new institution among the top twenty in the 
world league. Th e way is to merge seventeen already established institu-
tions, some more than 200 years old such as the École Polytechnique. Th ey 
also do not a priori share much in common—a French understatement—
as they cover a variety of diff erent domains such as management, engineer-
ing, information technology, or agriculture. Some are actually specialized 
research institutes and others classic universities. Some are elitist  Grandes 
Ecoles —for instance the Ecole Polytechnique steered by the ministry of 
defense, the Ecole Normale Supérieure de Cachan steered by the ministry 
of higher education, and the business school called HEC Paris (ranked as 
one of the two top management schools in Europe), which is steered by 
the Paris Chamber of Commerce. Others are public universities such as the 
University of Paris-Sud .  Th is project would regroup 300 research laborato-
ries, 15,000 faculty and doctoral students, and spent 15 % of the French 
public research budget. Will money and size make the diff erence? Th is is a 
question still open considering the internal heterogeneities when they are 
not open to resistance attitudes to the full merger that have been expressed 
since its initiation several years ago (Th oenig  2015 ). 

 A third lesson derived from scientifi c observation of higher education 
steering relates to the unintended consequence of centralization. Th e more 
HEIs are parts of centralized systems—the less they are autonomous, and 
the less they have some form of control on their own resources—the less 
they compete between themselves but also with HEIs that do not belong 
to their own system. It would be too easy to blame them and only them. 
In fact, the steering of centralized systems is a key part of the problem. 
To develop diff erentiation and competition means to develop inequality 
among them. For instance, this is occurring whenever public decision mak-
ers refer to a unique model of HEI positioning as it may be discerned in 
the policy incentives and tools. One best approach requires each univer-
sity to align its way of doing things according to standards set by world-
class academic institutions such as Harvard or Cambridge. Th e unintended 
consequence is a classical benchmarking paradox. If all universities were to 
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adopt the same strategic responses to try to align themselves according to 
the same model, a hierarchy would be generated, which is eventually made 
visible by rankings benefi tting some and disqualifying others while direct-
ing a large number of them away from certain necessary missions of higher 
education. Performance in leading- edge research is one about many mis-
sions of HEIs. When each of them focuses its eff orts to comply with it, even 
though it is often unattainable for many, the ability to accomplish other 
missions such as undergraduate education or contribution to local develop-
ment can deteriorate. Does it make sense to cut the fi nancial funds allocated 
to HEIs that are not able to compete with research universities—they are 
many among small and mid-size institutions—but are more or less per-
forming in preparing students for labor markets, and to pretend that they 
do not need cutting-edge, knowledge-based education? A similar question 
may be raised about autonomy. As a principle, decentralization is a good 
steering approach for academic aff airs. But some nuances might be helpful 
in defi ning its content. Research universities as academic hubs need even 
more autonomy than other HEIs to be competitive in achieving their main 
mission. A cutting-edge research environment refers to a highly competitive 
international environment—he who runs faster wins—and it becomes even 
more diffi  cult for policy makers to assess them, research assessment basically 
requiring academic criteria more than administrative guidelines. A way to 
give room to competitive games and spirit is that public steering systems do 
not have a monopoly on higher education: other research universities exist 
that are not institutionally part of their jurisdiction and even are run as pri-
vate institutions that are research universities. In that case public HEIs have 
a stronger capacity to negotiate with their steering bodies.  

4     Why Federal Approaches Are More 
Successful in Generating and Implementing 
Academic Changes 

 How do we bring the issue of the academic contribution to European 
innovation to the EU agenda? As of today the role of Brussels remains 
associated with the fact that EU governing bodies are basically considered 
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as providers of ways and means to sponsor arenas that set up new research 
projects and allocate additional funding to academic activities. Th eir poli-
cies are considered as legitimate insofar as they basically remain distributive 
policies. To suggest that the EU as such might endorse a more constitu-
tive approach raises eyebrows, constitutive meaning that EU policy tools 
would require institutional capacity to steer and reform academic aff airs. 
Th e hostile prejudices expressed are many: the fear that it gives birth to 
a centralized and distant policy making level, political opposition, and 
ideological resistance to more European integration, etc. How to make an 
evolution happen is a serious issue not only because member states may 
be shy to see Brussels leading the game, but also because reforming the 
institutional academic fabric might imply choices that would not satisfy 
every state, in particular those that may not acknowledge the existence of 
an academic hub potential located in their country. 

 Torn apart between the Charybdis danger of not playing a part at all 
and the Scylla idea of building up a new institutional academic system of 
their own from scratch, steered in a centralized and bureaucratic manner, 
the EU institutions such as the Brussels-based Commission should defi ne 
a third alternative. One may wonder whether a federalism-based model 
of policy making should not be considered. 

 Switzerland provides a fascinating example of a major reform of its 
institutional academic landscape run in a federal mode. Up to the end 
of the twentieth century, the Swiss universities were steered and funded 
by cantons. Local parliaments and executive branches of each of them 
were in charge, benefi tting from some additional funding allocated by 
the Confederation. Th e national government steered two HEIs of its own 
called federal institutes of technology, one located in Zurich and one 
located in Lausanne, the latter having been set up and steered by the local 
canton but transferred to the federal policy makers in the early 1970s. 
Several cantons also had set up by their own initiative undergraduate 
colleges ( Technicums ) to supply a highly skilled labor force to local com-
panies. Th e cantons were very proud of their own HEIs, as markers of 
their identity and as autonomous polities and sources of prestige whether 
locally or in some cases internationally. Th e fi rst Shanghai ranking posi-
tioned three Swiss HEIs (the universities of Zurich and Basle as well as 
the Federal Institute of Technology of Zurich) among the 100 top world 
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institutions. Th e small country called Switzerland was the third highest 
ranked country in terms of the percentage of its HEI, much lower than 
the USA but close to the UK, and in absolute terms much higher than 
any other member state of the EU. 

 But by the end of the 1990s several issues pushed the executive branch 
of the Confederation to consider that a reform of the landscape was 
becoming a must: the increase of student enrollment, whether domestic 
or foreign, the recession of taxation revenues, and the fear that the Swiss 
quality of academic production would drop given much tougher inter-
national competition. While most cantons were still caring about their 
own university future and autonomy, Bern put political pressure to put 
the issue of the reform of the whole national landscape on its agenda. 
Early on the initiative raised major cantonal resistance from political par-
ties and cantonal policy makers. It became headline news in the media. 
But in the end a new national law was passed that designed an integrated 
system including three categories: federal institutes of technology, univer-
sities, specialized  Hautes Ecoles  such as the former  Technicums  and other 
vocational schools from education to art. Th e process enacted to set up 
this quasi-revolution is worth considering for it explains to a large extent 
how this achievement was made possible. 

 Th e federal policy makers co-opted the stakeholders involved—aca-
demics, heads of HEIs, political party leaders, cantonal policy makers, 
business associations, etc.—and shared with them intensive analysis, 
constructive deliberation, and lasting negotiations in order to over-
come obstacles and design acceptable but also rational compromises. 
Horizontal coordination of the Swiss means that stakeholders are 
respected as expressing relevant arguments, solutions, and ideas. Th ey 
also share a public common good reference and ideological pragmatism. 
Th e national and cantonal levels played win-win games. Since September 
2011, the Confederation cares jointly with the cantons about the quality 
and the competitiveness of the Swiss domain of higher schools. Th e pub-
lic status of academic institutions and much of the taxpayer money are 
pragmatically blended with support to and from private fi rms. A direct 
linkage is made between the massive attraction of academic talent from 
foreign countries and the economic benefi ts the Swiss economy could 
derive from it. For instance, the two federal  institutes of technology are 
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generously funded by the national parliament so that they may keep 
charging low tuition fees to foreign students. Policy makers in Bern are 
also by law committed to allocate the same amount of taxpayer money 
for the coming 4 years, enabling the two institutes to work with a time 
horizon that will remain stable. Integration means that the various aca-
demic institutions involved are simultaneously cooperating—their heads 
meet several times per year in Bern, their research laboratories manage 
joint projects—and competing—for instance to raise funds from private 
donors or from research grants. Academic quality as controlled by a dedi-
cated body makes the diff erence for the benefi t of the single winners but 
also for the benefi t of the very successful national innovation ecosystem 
and its strong academic hub. 

 Th ough the Swiss case should be considered as a showcase given its 
major achievement, other countries also address academic aff airs using 
identical approaches. Within the EU this also happens in Germany. What 
is theorized as  Horizontale Politikverfl echtung  (Benz et al.  1992 ) defi nes 
a common way to set up arenas facilitating deliberation and negotiation 
systems co-opting the various parties and stakeholders, the Bund, the 
Länder, the academic community associations, and industry, etc. 

 Federalism also is at work in the USA when considering the steering 
capacity of academic hubs from a national innovation ecosystem per-
spective. In the USA the estimated of the number of active institution 
granting degrees in 2013 was around 4,500. Comparatively speaking, 
the US number includes a higher proportion of nonpublic institutions 
operating under a variety of legal and fi scal statuses. Public sector uni-
versities and colleges report to state legislatures. Th e executive branch 
also steers federal research laboratories in various domains, from energy 
to health. Such a heterogeneous academic fabric might be very com-
plex to handle at the federal level given its heterogeneity and also the 
importance of pork barrel practices. Yet Washington plays a decisive 
role in a persistent manner in the way it allocates diff erentiated funding 
to universities in particular in the fi eld of major research and develop-
ment programs. It defi nes and operates a policy that supports univer-
sities playing a decisive role in R&D and that operate like academic 
innovation hubs. In fact, the federal policy is in line with a classifi ca-
tion—which is not a ranking metric—of higher education institutions 
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according to their actual distinctive mission—for instance, in fi elds such 
as research, education, or local development. Th e Carnegie Foundation 
for the Advancement of Teaching, an independent not-for-profi t body 5  
updates this classifi cation every fi fth or sixth year. In fact, policy mak-
ers trust academics’ judgments. Professional and HEIs associations as 
well as think tanks and foundations have been since the end of the 
nineteenth century very active and infl uential actors whenever consti-
tutive policies are at stake to reform the national academic landscape. 
Th e National Science Foundation keeps advising top policy makers and 
evaluating federal research programs. Whenever academic and scientifi c 
issues are under consideration, federal policy makers give much credit 
to stakeholders such as academics, state governors, leading think tanks, 
and private foundations, just to name a few. Pioneering massive support 
given to some leading research universities to domains such as nanotech-
nologies, agronomy, or IT gave birth to leading innovation ecosystems. 

 Th e argument of federalism as underlined here should not be under-
stood as implying that only federal states can make it. Th e purpose is 
more pragmatic: it refers to an approach that is eff ective; whenever a 
common good to deliver has been defi ned as the rationale—such as 
upgrading the European competitiveness as well as addressing societal 
needs—some changes may be required in a fi eld such as the academic 
landscape reforms, the issue being not yet positioned as a priority for 
political agendas, the legitimacy of the institutions formally in charge 
of the future of ecosystems being not yet shared by infl uential stake-
holders. In contexts that a priori seem stalled in terms of change, stake-
holders adopt a  collaborative approach. Cooptation, negotiation, and 
cooperation as processes facilitate the way to deal with divergent views. 
Th is collaboration culture and the methods are useful in multilayered 
governance systems such as supranational ones whenever objectives are 
clear and strategies to achieve them are fl exible. Federalism as a style of 
policy making means polyarchy. Th e EU Commission should play two 
roles much more than it is used to: acting as a convener and a coach. 
It should not govern as a regulator or a standard setter as is the case for 
policies dealing with markets. 

5   Carnegie classifi cation available at  http://carnegieclassifi cations.iu.edu /. 

http://carnegieclassifications.iu.edu
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 In pluralistic democratic polities, passions, suspicions, and prejudices 
often play a crucial role and may hinder the construction of new solu-
tions. Th erefore, deliberation and aggregation remain poor alternatives. 
Governance based on agnostic visions may be more adequate (Mouff e 
2009). Th is principle refers to the give and take that occurs between 
actors or stakeholders who consider each other as adversaries, not ene-
mies. An enemy defi nes his/her stance in the symbolic death of the other 
party. Th e confl ict is a zero-sum game. One actor takes it all or loses it 
all. Th ough enemies may even respect one another, their purpose is to kill 
each other. An adversary bases his/her stance on a dynamic of confl ict, 
which is not the same thing. Confl ict is resolved through a compromise 
or a synthesis. For adversaries share enough values or objectives to make 
negotiations possible such that neither party wins nor loses. It expresses 
respect for the adversaries.  

5     First Steps Matter 

 Th e ambition to develop a specifi c EU innovation ecosystem implies that 
the EU academic fabric, while evolving by considering good practices 
at work in other regions of the world, should not just replicate models 
already existing in the USA, India, or China. 

 Th e political leadership of the Commission should help European 
stakeholders leave the zone of indiff erence and enter a zone of shared 
acceptability about required academic evolutions. Th e scenario to 
avoid is to subcontract the task mainly to administrative approaches 
and routines. Setting up arenas and processes keeping stakeholders busy 
 preparing reports but with no access to policy making capacity would 
not change much. Th e issue has to be considered as a transversal policy, 
meaning that it should not be under the sole jurisdiction of one spe-
cifi c general directorate located in Brussels. Federal steering requires 
know- how and legitimacy that are quite diff erent from administering 
programs that fund specialized knowledge domains and educational 
niches to competing institutions. Constitutive policies and the inequali-
ties they may induce require some form of political legitimacy, and not 
sheer bureaucratic excellence. 
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 How higher education and research should contribute to the building of 
a highly competitive European Union innovation ecosystem is an issue that 
cannot be addressed as such independently from all the other policy facets 
that such an ambition covers. Interfaces between the world of academia and 
the other stakeholders involved or to be involved are key concerns that have 
to be addressed straight on to overcome prejudices about academic aff airs 
as long as their contributions make sense for and get appropriated by com-
panies, public service institutions, users, and citizens, just to mention a few. 

 Th erefore, suggestions and ideas as expressed hereunder should be 
related to reform initiatives made for other innovation policy domains 
such as property rights, cluster management, or public service delivery. 
Th ey also imply that the ambition itself of building such an ecosystem 
within the next 10  years is endorsed and legitimized by the political 
authorities ruling the European Union. Yet the suggestions made here-
under may seem quite modest. Th ey should be seen with two lenses. 
Th ey avoid defi ning right from the beginning major institutional change 
blueprints related to the roles and jurisdictions of the EU and its member 
states about a domain, higher education and research, in which the stake-
holders involved will have to cooperate anyway. Th ey are fi rst steps that 
enable the generation of halo eff ects in the interim. 

5.1     Identifying and Assessing Potential 
European- Level Academic Hubs 

 A preliminary step would be to identify HEIs having the potential to play 
the rule of cutting-edge innovation hubs. 

 Th is initiative should be launched as soon as possible and supply 
detailed information within a short time period. Its mission would be 
to list European-based HEIs from the point of view of several perspec-
tives such as the network of partnerships they are embedded in, the 
type of domains they are covering, their way of managing and diff us-
ing knowledge downstream, the relevant knowledge developments 
they may produce in the very coming years, their capacity to cooper-
ate with nonacademic innovation stakeholders, their ability to react to 
new opportunities and to multidisciplinary requirements, and how they 
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are positioned  internationally. Th is would also cover the quality of their 
internal  management as organizations, their ability to attract talented fac-
ulty, researchers, and students, and their funding policies. 

 A priori not more than two dozen HEIs may qualify for such a study 
as far as they would fi t criteria similar to those used by the Carnegie 
Foundation to label very high-caliber research universities, but more 
weight and attention should be given to their role and potential as aca-
demic innovation ecosystem hubs. 

 Th e presidency of the Commission should mandate this study and 
fund it. It would be assigned to professionals well acquainted with aca-
demic aff airs. An independent body would supervise it with the support 
of outside experts. Th e High Level Policy Group on Innovation Policy 
Management might help defi ne which HEIs to observe, which infor-
mation and data to collect, and how to interpret them. Th e European 
Political Strategy Centre as well as the Joint Research Centre of the EU 
Commission could provide advice and play role as well. 

 Th e next step would be to defi ne a classifi cation—and not a ranking—
of HEIs as academic innovation hubs. 

 Th is should be subcontracted to a dedicated institution that is autono-
mous enough so as not to be vulnerable to third-party administrative or 
political interferences. 6  Every fourth of fi fth year the classifi cation would 
be revised in line with possible evolutions having occurred in the mean-
time at the level of a single HEI. Th is classifi cation would provide a guid-
ance tool for companies in search of adequate partnership environments 
and for policy makers in charge of economic development, but also and 
above all for EU policy initiatives to support HEIs as active and com-
petitive EU-level innovation actors in various ways such as supporting 
partnerships with companies, other universities and research institutes, 
as well as public service agencies, cutting-edge innovation initiatives, and 
programs. Th ey might also deliver some form of quality certifi cation. 

 It may happen that some member states are not be immediately eligible 
to have a HEI located in their own country selected or even classifi ed. In 
any case  saupoudrage  of support should be avoided: academic quality and 

6   Th e US National Science Foundation could provide a reference. Some of its academic members 
are assigned full-time for 5–7 years to handle such jobs. 
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contribution potential are the names of the game. At the other extreme 
one scenario to avoid during the implementation phase of any EU dis-
tributive policy is hyper-concentration. For instance a French program 
of support to set up local competitive clusters launched an initial call 
to select only twelve of them with a support of €100 million each. Th is 
was not feasible facing strong demand and lobbying by local economic 
and political actors. Yet the task force in charge was powerful enough to 
drive the government to accept the creation of three categories: world- 
level clusters, potential world-level clusters, and so-called national clus-
ters. Seventy de facto clusters were selected since the 12 world-level ones 
received over 3 years nearly €150 million of support each, the “potential” 
ones—another ten—some €20 million each, and the 50 “national” level 
€5 million each or less. Th e lesson was learned, and the criteria applied 
to a diff erent program aimed at upgrading HEIs’ academic excellence, 
concentrating 75 % of the €7 billion program on the top layer, 15 % on 
the promising layer, and 10 % on the focused layer.  

5.2     A Dedicated Policy Arena 

 Another initiative for the presidency of the Commission would be to 
open new avenues to coordinate mid- and long-term development per-
spectives of the many stakeholders. In line with some principles described 
in section 4 of this chapter, the purpose would be to set up an arena 
where various stakeholders would meet a few days per year to debate and 
share points of view, ideas, and experience. 

 Th is could be a dedicated council dealing with specifi c academic devel-
opment reforms or a section of a council dealing more broadly with the 
construction and the governance of the European innovation ecosystem 
as a whole. Its members might be people in charge of executive functions 
operating at the European, national, or local levels, steering higher educa-
tion and research aff airs as well as economic development policies, head-
ing HEIs, companies, and professional associations, etc. Such an arena 
would favor open discussion and informal negotiation opportunities. 
It would debate, assess, and report about initiatives and opportunities, 
achievements and obstacles, that are of relevant interest for the linkages 
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between academic, societal, and economic needs, cooperation, fl exibility, 
and shared action logics being at the core of competitive innovation sys-
tems. It could get some advice and backup from a pool of European and 
non-European experts in innovation management, science prospective, 
or innovation cluster design.  

5.3     Articulating Research and Innovation: 
The Challenge of Transversality 

 In the coming years policy makers will have to fi t the requirement of 
designing and managing transversal policies. 

 Articulating research and innovation policies is by far more produc-
tive than keeping them separate. Being locked in their unique space 
paradigm, the risk is that they become too supply oriented and forget 
demand. Th ey may also be prone to vested-interest capture processes 
or to routine biases. To build a very performing European innovation 
ecosystem and therefore to develop high-level academic hubs with the 
potential to collaborate with economic actors, transversal policies become 
a decisive requirement for public policy makers at the EU level but also at 
national and local levels. Policy maker mind-sets make less and less sense 
when they consider that clear-cut diff erences exist between normal versus 
frontier science or between core- versus project-based funding. Th ough 
the evolution of technologies, life, and nature sciences should still attract 
major attention, social sciences and even humanities should also play a 
relevant part more than they currently do given evolving societal needs 
and the impacts they may have for users and public authorities who are 
supposed to appropriate the benefi ts of innovation. Fostering a broad sci-
ence base for innovation purposes will more and more remain an old type 
of science policy approach. Policy making paradigms should evolve. Th e 
Commission should give special attention to support such an ambition, 
which is not the case currently. 

 Th e EU budget is far from being irrelevant, at least considered in 
global terms. Main EU programs are well endowed, to say the least. For 
instance, the Erasmus program has an overall indicative fi nancial enve-
lope of €16.45 billion for 7 years (2014–2020). Horizon 2020, which 



Developing Top Academic Institutions to Support Innovation 281

is supposed to be the fl agship EU program dedicated to research and 
innovation program, receives funding of nearly €80 billion. Two of its 
major sections are the Marie Sklodowska-Curie actions with an estimated 
€6.16 billion to be spent between 2014 and 2020, and the European 
Research Council with a budget of €13.095 billion for the same period. 
Apparently, money is not a major obstacle and innovation is considered 
as an explicit matter of priority. Yet a closer analysis suggests four observa-
tions. First, some of the programs support initiatives that are not explic-
itly focused on innovation; this is the case with Erasmus. Second, though 
specifi c programs are labeled as dedicated to projects combining research 
and innovation, in fact the reference to innovation gets much less atten-
tion than the reference to research, in particular for grants funding HEIs 
projects. Th ird, innovation-focused sub-programs do not explicitly fund 
the midterm development of specifi c HEIs but research projects, each 
of them being assessed for its own scientifi c merit. Fourth, some of the 
programs are in fact run as a set of sub-programs each covering a specifi c, 
narrow thematic niche. In other words, silo dynamics is at work between 
sub-programs, not to mention the fact that the same silo logics may also 
occur across the various programs when not across from initiatives taken 
by various units inside the Commission. 

 To support the ambitions listed above as soon as possible, allocating 
additional funding from the Commission budget should not be a major 
obstacle. As important is when the challenge is organizational and admin-
istrative: how to successfully run an institutional development-focused 
project, which means how the various segments of the Commission will 
actually cooperate to address policies combining research, innovation, 
and education facets while at the same time fostering economic com-
petitiveness and social welfare by a closer and more fruitful collaboration 
between academia and industry. Th e Commission should handle such a 
project with adequate professional skills and innovative operational pro-
cesses. For the institutional development of HEIs requires not only the 
allocation of more funds but also and above all to coach and convene a 
multilayer action arena. A dedicated task force reporting to its presiden-
tial level could be seriously considered as a way to supervise administra-
tively an unusual but decisive ambition such as the contribution of its 
academic landscape to the new EU innovation ecosystem.       
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      Culture transcends nature, or more precisely, it transforms it continuously. 
When Cicero would address the notion of culture as “ excolere animum ,” he 
would point at our ability to farm and to render nature habitable. Culture 
is also a process of transformation at the societal and individual scale. From 
it, we draw our goals, our methodologies of thinking and often our per-
ceptions of belonging. However, this process is not one- sided; it is rather 
built as a feedback loop. Culture brings societies to life and shapes human 
becoming, and, in return, we make it evolve by challenging its basic values 
and hierarchies. Scientifi c progress also embodies challenges and opportu-
nities for culture: mass societies and their cultural industries, the develop-
ment of the internet and Information and Communication Technologies 
(ICT) with which the notions of ancestry and territoriality loose meaning. 
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 Culture and politics are two sides of the same token. Always con-
fronted with relativity and the magnetic attractiveness of the absurd, they 
are facing the burden of creating meaning while refusing the easiness of 
ignoring diversity in order to achieve unity. For Arendt ( 1968 ), culture 
and politics are based on the same grounds as neither of them aims for 
truth or knowledge, but for judgment and choice, for the exchange of 
opinions and perceptions from which unity can be reached. Th ey make 
decisions and infl uence the world we live in, the way we change it and 
the way we perceive its future. However, it would be wise to note that if 
in politics, a form of unity is needed in order for society to move forward, 
even if the content of this unity is in constant transformation, culture 
does not and must not aim for such unity. On the contrary, culture thrive  
in diversity, challenged; it becomes more dynamic and richer. 

 Cultural diversity and political unity in Europe are two challenges 
strongly intertwined and they need to be faced together. European inte-
gration requires a common vision of the future, while accepting the diver-
sities of our cultural inheritances. Furthermore, they both need creativity 
and innovation as the environment that surrounds them is experiencing 
disruptive technological and societal modifi cations. Th us they also need to 
be disruptive in order to remain able to tackle the questions set by them. 

 Cultural diversity and political unity: in such a short phrase might 
lie the biggest challenge European integration will face. Without having 
the arrogance of trying to bring a fi nal answer to this intellectual conun-
drum, this chapter will however pursue the goal of refi ning its outline. 

1     Political Unity Comes from Culture 
and Cultural Diversity 

 Culture and civilization are two parallel dynamics, similar in their prin-
ciples and outcomes, only diff erent in their objects. Man is cultivated 
once he has made the eff ort of humanization explains Raphael Neira, to 
which he adds, “Each time man focuses his eff orts on himself, one talks 
about culture; every time he modifi es the world, one talks about civiliza-
tion” (Jean Laloup and Jean Nélis  1963 ). 

 Th us is underlined the transformative power of culture and civiliza-
tion. Bridging the gap between culture and civilization, we obtain a sense 
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of belonging at the individual level; bringing together the diversities of 
culture, we obtain a sense of unity at the societal level. It is thus via these 
two mechanisms, culture and civilization, that political unity is reached. 

 Th e dynamics of culture can be split into two distinct ones, its norma-
tive eff ect and its transformative one. 

1.1     Culture Has Normative and Transformative 
Values Through Which It Brings Social Cohesion 

   Suppose the art of viticulture, whose function is to bring the vine with all 
its parts into the most thriving condition—at least let us assume it to be so 
(for we may invent an imaginary case, as you are fond of doing, for pur-
poses of illustration), suppose that the art of viticulture were a faculty resid-
ing in the vine itself, this faculty would doubtless desire every condition 
requisite for the health of the vine as before, but would rank itself above all 
the other parts of the vine, and would consider itself the noblest element of 
the vine’s organism . (De Finibus Bonorum et Malorum, Cicero, -45) 

 Th e metaphor of the vine is at the center of Cicero’s explanations of auto- 
culture as a means to achieve a higher form of human nature, drawing 
from its “basic nature.” Th is ability has been inscribed in Man since his 
origin, as the “faculty residing in the vine itself ” and is a dynamic ability, 
allowing a constant becoming of Man, a perpetual process of humaniza-
tion as is the perpetual evolution of the vine he describes. On the contrary, 
 sine cultura , the accomplishment of the being cannot be achieved “as a 
fi eld, although it may be naturally fruitful, cannot produce a crop without 
dressing, so neither can the mind without education” (Cicero, -45). Th is 
 cultura animi  set as a requirement by Cicero is seen by Arendt (Arendt 
1961) as an ability to observe and draw from the world in order to grow, 
or as Martin Buber ( 1938 ) wrote, “I become I in saying You.” Accepting 
diversity, one will however not hesitate to affi  rm its tastes among oth-
ers, remaining aware that this statement remains a matter of choice. For 
Arendt, Cicero builds the notion of  humanitas  on the one of  cultura animi , 
this capacity of eventually refusing constraints to assert one’s choices. In 
terms more adapted to a societal context, the  humanitas  would be the abil-
ity to claim values and create hierarchies while knowing they only stand 
as such because of our personal taste. As Cicero writes, “I would rather, so 
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help me Hercules! be mistaken with Plato, whom I know how much you 
esteem, and whom I admire myself, from what you say of him, that be in 
the right with those others” (Tusculan Disputations, Cicero, -45 ). 

 Cicero envisions a choice made while being aware of diversity; for 
Christina Schachtner it is an aggregate of diversity or a “conglomerate of 
interconnected meaning contexts” (Schachtner  2014 ). Both defi nitions 
do not stand in opposition but the second one might be more practical 
to understand the normative value of culture. 

 As a source of transcendence at the individual and societal levels, cul-
ture and civilization infuse our values and as a consequence moral sys-
tems and legal frameworks. Th ese legal frameworks are full of principles 
whose interpretations lead to important jurisprudential debates. Th ese 
principles are to gain or lose importance according to cultural and civili-
zational evolutions. Th e ever-increasing infl uence of the European Court 
of Human Rights at national and European levels illustrates very well how 
human rights became a major component of modern law considerations. 
Th is role of human rights can itself be linked to the promotion of the 
concept of the individual during the Enlightenment. Th e development of 
administrative law as a means to control state power in France may also 
be perceived as a cultural, or civilizational, change and the search for an 
equilibrium between private and public interests. 

 Lay and law states in Europe are the result of a long cultural evolution, 
from the recreation of a public power with the Roman Catholic Church 
imposing peace, sometimes against the will of feudal lords, to the build-
ing of absolute monarchies during the seventeenth century and a new 
relation between the religious absolute and sovereignty, to the “Age of 
revolutions” as coined by Eric Hobsbawm promoted by such notions as 
the one of the individual. Carl Schmitt would write that our institutions, 
meaning our legal and political concepts, are copied on our theological 
concepts (Schmitt  1985 ). 

 Culture, being the source of values also embodies them through 
another of its virtues, which is symbolism. 

 In symbolism, too, we fi nd a normative and a transformative aspect. 
Embodying values and beliefs, artistic and cultural creations infl uence 
their spectators. De Botton will say that one does not feel the same, that 
we are not the same person, according to the place where one stands. 
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 “In both early Christianity and Islam, theologians made a claim about 
architecture likely to sound so peculiar to modern ears as to be worthy 
of sustained examination: they proposed that beautiful buildings had the 
power to improve us morally and spiritually. Th ey believed that, rather 
than corrupting us, rather than being an idle indulgence for the deca-
dent, exquisite surroundings could edge us toward perfection. A beautiful 
building can reinforce our resolve to be good” (De Botton  2006 ). 

 Th ough we may choose to ignore these, and remain free to interpret 
them in our own manner, they always set frames of reference. Should we 
choose Plato’s side or the others, he will remain a point of comparison 
and an infl uence. Ignorance or distortion would be the only means to 
exit this dualistic frame, though one might argue that culture infl uencing 
culture, we are never truly ignorant of such a cultural inheritance. 

 Culture and civilization appear at every stage of the becoming of val-
ues, at the foundation, as well as in representation and becoming. At the 
individual as well as the societal level, they bring transcendence and their 
coordinated actions have social cohesion for consequence.  

1.2     As a Consequence, Culture Defi nes Our Goals 

 Culture, both at the individual and societal level, brings meaning or, going 
further, purpose. Allowing us to set a specifi c hierarchy of values, culture 
also helps us defi ne more precisely our spiritual objectives. Via cultural 
symbolism, one gets a clearer perception of notions such as beauty or 
happiness; drawing from cultural diversity, it is also easier to identify 
more accurate defi nitions of them. Finally, political symbolism, which 
can be considered as a specifi c sort of cultural symbolism, strengthens a 
sense of belonging and common destiny in society. 

 “What, will you leave me when you have raised my expectations so 
high? I would rather, so help me Hercules! be mistaken with Plato, whom 
I know how much you esteem and whom I admire myself, from what you 
say of him, than be in the right with those others. 

 “I commend you; for, indeed, I would myself willingly be mistaken in 
his company.” As suggested before,  humanitas  for Cicero is a matter of 
choice and assertion of one’s preferences regarding values. Th is ability to 
choose derives from the  cultura animi , or “an attitude able to take care, 
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preserve, and admire the things of the world,” as Arendt defi nes it ( 1968  ). 
Th us, culture can be understood as a tool giving the ability to choose and 
assert one’s tastes. It helps us accept diversity and gives us the liberty to 
choose from this diversity. 

 De Botton ( 2006  ) confronts two defi nitions of beauty in architecture as 
he asks himself how true beauty can be defi ned. Th e fi rst one is that of the 
Doge’s palace in Venice, and the second is Le Corbusier’s, the two of them 
being completely opposed in all their aspects. Le Corbusier perceived 
beauty as the consequence of the effi  ciency of the building, its profi ciency 
to fulfi ll its role. For a house, beauty would be based on the house’s abil-
ity to provide “(1) a shelter for light against heat, cold, rain, thieves, and 
the inquisitive; (2) a receptacle for light and sun; (3) a certain number of 
cells appropriated to cooking, work, and personal life.” On the other side, 
the Doge’s palace beauty had nothing to do with the building’s effi  ciency 
but rather with its “sported carvings on its roof, a dedicated arrange-
ment of white and pink bricks on its façades, and deliberately slender, 
tapering, pointed arches throughout.” De Botton later concludes that this 
notion of architectural beauty resided on the functionally unnecessarily. 
Diff erent values are expressed and diff erent purposes are implied in these 
architectural styles. Drawing from them both, one is able to assert his 
preferences, his chosen meaning of the word “beauty.” As Arendt would 
say, it is by drawing from both that one can express his  humanitas . 

 Allowing us to refi ne our perceptions of spiritual goals, meaning what 
we look for in notions such as happiness, beauty, or truth, culture shapes 
and transforms what we crave for. Such an ability can be added to the 
normative one: culture shapes and transforms who we are and where we 
evolve, as well as where we crave to go and where the society we evolve in 
craves to go. A more societal analysis of this phenomenon is the one made 
by Max Weber in  Th e Protestant Ethic and the Spirit of Capitalism , or how 
the foundations of the Protestant Ethic pushes individuals to look for the 
accumulation of capital in their lives. 

 Political symbolism is the society-wide version of the phenomenon 
described above. “Th e supreme role of politics is to give community a 
sense of mastering its destiny,” Marcel Gauchet ( 2002 ) would say. 

 Political symbolism draws from culture and from its diversity. 
Symbolism lies as well in the appearances given to the political institu-
tions, as in the nature of the goals given to the state, or in the  manner 
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public power is used and represented. We can only make a reference to 
the work of Ernst Kantorowicz on the subject and his description of 
the second, immortal body of the king, the embodiment of the royal 
crown, and also a representation of the people of the kingdom, which 
pushed Louis IX to declare at the Mansourah battle after the conquest 
of Damiette in 1249, “Beware of thinking the fate of the state lies in my 
person. You are yourself the state” (Picq and Descoings  2009  ). 

 From a sense of belonging, deeply infused in the ideas of kingdoms 
or nation-states, political symbolism also brings a sense of common des-
tiny. One would speak about “manifest destiny” in the USA, and during 
the unifi cation of Germany, the notion of “ sonderweg ” was used. If these 
are more abstract notions, symbolism can also lie in the setting of very 
specifi c goals for the community, as going to the moon was for both the 
USA and the USSR. 

 Symbolism is a powerful tool, a cultural unifi cation of a kind, which 
however does not necessitate forgetting the diverse nature of culture. It 
is a means to give a dynamic to societies. Here, as at the individual scale, 
culture gives purpose and refi nes purposes. Joseph Campbell ( 1972 ) tack-
les the subject precisely, in a strongly metaphorical manner, when writing, 
“It is not this simulacrum that the world needs, rather a transmutation of 
the whole social order, so as that with every detail, every act of the secular 
life, the vivifying image of the universal god-man, immanent and aff ect-
ing everyone of us, is awoken in our conscience.”  

1.3     And Culture Shapes the Way We Think 

 Culture, if it infl uences the way we act via goal setting and a normative 
action, also shapes the way we think. Culture plays a big role in the sub-
jectivity residing in our perception of the world and our analysis of it. 
Heisenberg’s principle of uncertainty shows how our decisions determine 
our perception; Noam Chomsky’s work describes how our language deter-
mines our refl ection. Drawing some conclusions, one could advocate that 
culture is a major source of innovation via the fostering of serendipity. 

 According to De Botton, our environment, meaning architectural envi-
ronment, infl uences our behaviors. Werner Heisenberg, when setting the 
principle of uncertainty, set a complementary principle: the fact that there 
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is a limit to the precision in the simultaneous measure of the speed and 
position of a particle forces us to make choices in what we wish to mea-
sure, in how we wish to perceive our environment. He concludes, “…we 
decide, in our selection of the type of observatory tool employed, which 
aspects of nature will be determined and which will be let in the shadows” 
(Arendt  1968 ). Scientifi c knowledge and knowledge in general are marked 
by subjectivity, or “the relative tendency to invoke personal, irrelevant, or 
extrinsic factors as opposed to more intrinsic criteria in the evaluation of 
persons and objects” as Blass defi ned it while crafting his Blass Objectivity-
Subjectivity Scale (BOSS). And this mark borne by knowledge is likely to 
be repeatedly accentuated at every step of the measurement and analysis 
process. For Muckler and Seven ( 1992 ), the following stages are concerned 
by the subjectivity “stain”: selecting measures, collecting data, analyzing 
data, and interpreting data, and this list covers most of the measurement 
and interpretation process. Setting aside the fallibilities of the “human 
instrument,” the source of these “personal, irrelevant, or extrinsic factors” 
is to be seen as culture. 

 However, this intrinsic subjectivity of knowledge needs not to be per-
ceived as something fully negative. First of all, modern techniques such 
as inferential statistics bring more objectivity in the analytical process. 
Second, without being as radical as Protagoras’ “Man is the measure of 
all things,” Muckler and Seven highlight that in some fi elds of research, 
“objectivity seems to mean consensus of subjective opinion” and that pro-
ceeding to both subjective and objective measures and comparing their 
results can be an important source of information if these results diff er.” 
Th ird, they advocate for the development of a detailed analytical model, 
which could determine the accuracy of the human measurements, as the 
accuracy of other measuring tools is frequently analyzed. 

 Culture understood as a source of subjectivity transforms our percep-
tion of the world, our analysis of it, and as a consequence the way we 
think it and the way we evolve in it. Via a more abstract route, Noam 
Chomsky’s work also shows how culture, through languages, shapes our 
way of thinking. 

 Language, which can undoubtedly be understood as a part of culture, 
also infl uences the way we think, or the way we associate stimuli to percepts, 
sounds to meanings. 
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 Using a bio-linguistic defi nition, a language is a state of the faculty of 
language. Following Noam Chomsky’s demonstrations, genetic factors or 
the universal grammar, which might be the result of genetic mutations 
and is thought to be identical for the whole human species, interprets our 
environment as a linguistic experience and produces deep structures. At 
this stage personal experiences and memory might play a transformative 
role. And fi nally, generative grammar, specifi c to a language and consisting 
in a set of transformative rules, transforms the deep structures into surface 
structures, which are the sentences and chains of words we pronounce 
and write (for the specifi c case of speech, phonological rules determine 
the way surface structures are pronounced). It is the role of this generative 
grammar that can be isolated as the role of languages in the way we express 
ourselves. Chomsky explains it in the following manner: “In the case of 
language, the technical term for the underlying belief systems is ‘grammar’ 
or ‘generative grammar.’ A grammar is a set of rules which generates an 
infi nite class of ‘potential percept,’ each of them being matched with its 
phonetic, semantic, syntax aspects, and classes of structures which form 
the language itself ” (Chomsky  2006 ). 

 Th e language, more than infl uencing the way we think and express 
ourselves, structures our thinking. In the study of human development, 
François Jacob, quoted by Noam Chomsky, observed that “the role of 
language as a communication system between individuals would only 
have appeared in a second time” (Chomsky  2007 ). Jacob goes further and 
explains that according to him, the main quality of language, rendering 
it unique, is its “role in the symbolization and the evocation of cognitive 
images,” allowing “a mental creation of the possible worlds. Jacob ( 1977 )” 

 If we earlier focused on the infl uence of culture caused by its hier-
archies of values and general content and then its role in perception, it 
is here the role of culture as a structural framework for thinking that is 
highlighted. Regarding the specifi c infl uence of culture on the way we 
think, we have also tackled the two aspects of the process of acquiring 
knowledge, the empirical aspect and the rationalist one. 

 If innovation is understood as the overrunning of a set dialectic frame-
work, and creation as the act of bringing into existence, thus focusing on 
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the sheer newness of the result and having a larger, less determined mean-
ing than innovation which is purpose oriented, the structural role of cul-
ture is to be major in both processes. Creation draws from the environment 
but rearranges it, transforms, and processes it. Th e subjectivity brought by 
culture in perception and the rationality, based on cultural structures, used 
to process this perception are two important sides of creativity. 

 Finally, drawing from the functioning of the Weizmann Institute of 
Science, where meetings between researchers is encouraged as well as 
publishing in order to favor cross-silo thinking, we can advocate that 
cultural diversity is a great source of creativity via serendipity. Th e thirst 
for knowledge, the acknowledgment of the advantages and drawbacks 
of every research fi eld, and the mind-set of fundamental research where 
the means but not the goals are determined, are keys to creation. Th is 
can all be brought by cultural diversity, Daniel Zajfman, president of the 
Weizmann Institute, would also add, “Th ere is no good research without 
aesthetic emotion” (Rompuy  2011 ). 

 To conclude this fi rst part, we advocate that culture and cultural 
diversity shape the way one as well as society behave, determine our 
goals and structure our thoughts. Drawing from this multidimensional 
action, one can assert that culture brings political unity, and as culture 
can only survive and strive in diversity, cultural diversity is the source of 
political unity.   

2     Culture Is in Constant Becoming, 
as Our Societies Are 

 Culture is based on diversity. Th rough diversity, culture is challenged 
and remains in constant becoming and in a perpetual adaptation pro-
cess. Such values as acceptance and moderation are vital for this. Fraser, 
 bringing a more systemic approach, underlined the necessity of the mul-
tiplicity of cultural spheres in a society. 

 However, cultures are not the only challengers of culture, and technolog-
ical as well as societal changes are raising new issues such as the disruption 
of the notions of territoriality and ancestry (Schachtner  2014 ) on which 
culture relied; the magnetic transformative power of the consumption 
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society, making consumption goods out of culture; or the search for absolute 
objectivity in scientifi c research. 

 Culture is challenged, both in its unity and diversity, and politics are 
deeply needed to foster cultural innovation and adaptation. 

2.1     Culture Is Based on Diversity, It Needs Diversity 

 Culture needs to be challenged through diversity. If there are some uni-
versal values and basic human rights, there also needs to be acceptance 
for diversity. Cioran would declare, “Th ere is no intolerance or prosely-
tism that does not show the bestial nature of enthusiasm” (Cioran  1975 ). 
Some of this diversity can be found in language diversity, particularly 
in Europe as was described in the Maalouf report. Finally, exchanges 
between cultural spheres have to be encouraged, particularly in a Union 
where transnationality is so strong. 

 “In itself, every idea is neutral, or should be; but man animates ideas, 
projects his fl ames and fl aws into them; impure, transformed into beliefs, 
ideas take their place in time, take shape as  events:  the trajectory is com-
plete, from logic to epilepsy… whence the birth of ideologies, doctrines, 
deadly games” (Cioran  1975 ). If societies bring cultures to life via a pro-
cess that requires a certain agreement on the values inserted in these cul-
tures, the strength of this agreement should never be as strong as to lead 
to the refusal of other cultures and values. Apart from certain rights rec-
ognized as necessary for the respect of the intrinsic value of Man and the 
functioning of societies, moderation and acceptance should be the prin-
ciples on which relations between diff erent cultural spheres are based. 

 Montesquieu illustrated this need for tolerance in his famous  Lettres 
Persannes , fi ghting the renewed intolerance to Protestantism in France, 
which followed the revocation of the Nantes edict in 1685. Adopting the 
point of view of two Persians, he would expose the dangers of prosely-
tism. Th e sprout of intolerance can be found everywhere but only man 
can be held responsible for his germination: “I admit that histories are full 
of religious wars: however, we should be cautious, it is not the multiplic-
ity of religions which produces wars, but the spirit of intolerance which 
animates the one that believed it was dominant” (Waddicor  1977 ). 
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 Tolerance is a requirement, and as Levinas underlined it, it is a neces-
sity that needs to be respected by everyone even if reciprocity is not guar-
anteed. “I am responsible for the Other without waiting for reciprocity, 
were I to die for it. Reciprocity is his aff air. It is precisely insofar as the 
relation between the Other and me is not reciprocal that I am subjection 
to the Other; and I am ‘subject’ essentially in this sense. It is I who sup-
port all.… I am responsible for a total responsibility, which answers for 
all the others and for all in the others, even for their responsibility. Th e 
I always has one responsibility more than all the others” (Lévinas  1982 ). 

 In such a sense, tolerance and moderation are prerequisites for cultural 
diversity. In regard to the other, acceptance and not understanding are 
required. Th e “ Bekanntschaft Instinkt”  is seen by Nietzsche as a means 
to achieve an instinct of appropriation and conquest (Nietzsche  1901 ). 1  
Th us cultures should accept other cultures, and the relations between 
the diff erent cultural spheres is what allows systems to adapt and evolve. 
Embracing diversity, cultural imperialism is to be rejected. In such a 
union as the European Union, cultural diversity partly takes its origin in 
language diversity as shown by the Maalouf report. 

 Th e Maalouf report, published by the end of  2008 , highlighted the 
need for language diversity in Europe. Th e European Union, created by 
a diverse group of countries, which became even more diverse through-
out the several enlargements, should craft its identity drawing from this 
diversity. “We even believe that it can off er the whole of humanity a 
model for an identity based on diversity,” states Amin Maalouf. 

 Creating an identity based on diversity can sound very vague a project, 
but Mr. Maalouf gives specifi c recommendations in his report. In fact, 
he isolates two particular propositions: we should make sure that the 
bilateral relations between people in the EU involve their two languages 
rather than a third language; all Europeans should learn a “language of 
international cooperation,” de facto English, as a means to communicate 
effi  ciently with everyone, and a second language which he calls the “lan-
guage of identity.” Th is language would be learned for its cultural aspect. 
It would also give each person a competitive advantage in specifi c areas. 

1   “Ramener ce que l’on appelle l’instinct de la connaissance à un instinct d’appropriation et de 
conquête,”  La Volonté de Puissance , I.365, Nietzsche 
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 Learning this second “language of identity” would facilitate following of 
the fi rst recommendation, as every country would have citizens profi cient 
in a second specifi c language. Mr. Maalouf explains, “Using this approach, 
we would hope to overcome the current rivalry between English and the 
other languages, a rivalry which results in the weakening of the other and 
which is also detrimental to the English language itself and its speakers.” 

 Such a system would effi  ciently encourage linguistic diversity in 
Europe, and would also reinforce the bilateral relations between each EU 
country, thus strengthening the European cohesion, which cannot be 
solely based on relations between individual countries and Brussels-based 
entities. Finally, as language is one of the most personal aspects of one’s 
culture (as suggested above, it even changes the way one thinks), it needs 
to be respected above all other cultural aspects. As Amin Maalouf stated, 
“Th e European ideal is founded on two inseparable conditions: the uni-
versality of shared moral values and the diversity of cultural expression.” 

 Cultural diversity is both an aim and a reality in our modern societ-
ies. For Christina Schachtner, culture is in itself based on “a conglom-
erate of interconnected meaning-contexts,” thus grounded in diversity. 
More importantly, cultural spheres interact because individuals no lon-
ger belong to one unique sphere. Jacques Généreux, in his book  L’Autre 
société , highlights the importance for individuals to be able to be part of 
diff erent communities in society, as such reinforcing their own identity. 
Th is diversity, undoubtedly reinforced by globalization and tools such 
as the internet, leads to a transformation of cultural and public spheres. 
“Th e idea of culture as a ‘self-contained sphere’ has become obsolete in 
an age of digital media,” states Christina Schachtner. Th is transformation 
brings strong positive changes, as public life can now fully accept diver-
sity when fulfi lling its normative role. 

 However, if such diversity can lead to a strong political unity, it must 
be well managed to fully benefi t society. Marcel Gauchet ( 1998 ) warns us 
of what he names “the democracy of identities,” in which a perverted con-
ception of representativeness dominates. Th e representative democracy 
used to aim at bridging the cultural diff erences between the individuals in 
order to isolate a form of common will, and make sure that these diff er-
ences remained visible in the public sphere and played a role in the politi-
cal process. Th e emerging conception of the representative democracy 
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focuses only on a continuous representation of the diff erences, leaving 
aside the synthesis necessary to craft policies and act. “Th e local and tem-
porary chases the global,” states Gauchet. Th e issue is not the one of over-
representation, which would not make sense in a democratic context, but 
that of forgetting the notions of common good and collective unity. “By 
wanting to give an exact image of itself, aiming at granting the requests of 
the totality of its elements, it comes to slipping away from its own nature. 
In the name of democracy, it turns its back to the supreme democratic 
requirement, that of governing itself (Gauchet  1998 ).”  

2.2     Culture Is Faced with Technological 
and Societal Challenges 

 Culture is nowadays faced with the need to adapt to the changes brought 
by technological innovation, societal transformations, and scientifi c 
progress. 

 Globalization and the IT revolution disrupted the very notion of ter-
ritoriality with which culture was profoundly bounded. Mass culture and 
the consumption society are another kind of challenge as they might lead 
to a loss of meaning of cultural objects, transformed in sole entertainment 
goods. Finally, the search for scientifi c objectivity carries interrogation 
regarding the upkeep of the human dimension, as Hannah Arendt calls it. 

   In most countries, citizenship rests on the three principles of territoriality, 
ancestry, and consensus (Benhabib 1997). In view of our increasingly net-
worked world, territoriality and ancestry seem to have become  anachronistic 
criteria for belonging, based on the fi ction of a chosen society 
(Schachtner  2014 ). 

 Th e two dynamics of globalization and the development of the internet 
and communication tools have challenged the way we perceive space. As 
a consequence, our relationship with notions such as the land or the terri-
tory on which political belonging are based have also changed. If there is 
no corresponding, Westphalian defi nition of culture, cultural belonging 
also used to be deeply bound to a spatial demarcation. Alain Guerreau 
(1996), a French medievalist, analyzes the role of space as such during the 
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twelfth and thirteenth centuries in Europe: “We can make the hypothesis 
that, if these variables were not functional, the system was, leading to the 
bestowing on all individuals belonging to the same micro-space of the 
same distinctive habitus. Th is structural particularization, emphasizing 
the heterogeneity of the social space, was probably quite effi  cient as a soft 
method to settle men.” Th is role of space in the determination of political 
and cultural belonging was maintained throughout and after the modern 
era in Europe as the notions of nation-state rose. 

 Nowadays, and particularly in Europe with the development of the 
European Union which frontiers change with the successive enlarge-
ments, the relation between cultural and political belonging and terri-
toriality tend to distend, as analyzed by Christina Schachtner and Seyla 
Benhabib quoted above. In this European Union, EU citizens can vote 
and run for elections at the local and European level. Th e system of attri-
bution of social benefi ts depends on long-term residency and not citizen-
ship. A guide drafted by a regulation passed in 2004 gives the defi nitions 
of the separate notions of “habitual residence,” “temporary residence,” 
and “stay.” 

 Such important changes could lead to the transformation of citizen-
ship and personal culture from given into acquired characteristics, but 
the modern threat of uprooting is also a consequence of this disruption of 
our perception of space. At the state and societal level, Poul Kjaer ( 2010 ) 
analyzes this movement as a defi nitive abandonment of the link between 
territory and sovereignty, arguing that the development process of the 
European Union is but the materialization of globalization. “Expansion 
is limited only by the level of globalization and the borders of Europe 
therefore remain a contingent phenomenon. Any attempt to achieve a 
‘fi nal’ defi nition of the borders of Europe, as is often demanded in rela-
tion to the debate on potential Turkish membership, is therefore futile.” 

 However, this detachment process is far from complete and territory 
and nation-states remain a reality on which culture and citizenship still 
depend. Benhabib ( 2005 ) would write the following lines in 2005, which 
have become more relevant than ever in 2015: “Undocumented migrants, 
by contrast, are cut off  from rights and benefi ts and mostly live and work 
in clandestine ways. Th e confl ict between sovereignty and hospitality has 
weakened in intensity but has by no means been eliminated. Th e EU is 
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caught among contradictory currents which move it toward norms of 
cosmopolitan justice in the treatment of those who are within its boundar-
ies, while leading it to act in accordance with outmoded Westphalian con-
ceptions of unbridled sovereignty toward those who are on the outside.” 

 Th e detachment of the notions of citizenship and culture from territo-
riality, though not complete, sets new challenges in regard to the building 
of individual identity, social cohesion, and the management of people’s 
rights in the international arena. 

   Mass society, on the contrary, does not want culture, but entertainment 
and the articles off ered by the entertainment industry are consumed by 
society as any consumption good. Th e products necessary for entertain-
ment serve the biological process of society itself, even if they are not as 
necessary to its life as bread and meat are.… Th e free time which leisure is 
meant to fi ll in is a hiatus in the biological cycle conditioned by work in the 
metabolism of men with nature (Arendt  1968 ). 

 Hannah Arendt gives a very precise analysis of the consumption soci-
ety which she considers in itself less of a threat to culture, as the prior 
use of culture as a means to achieve social recognition was. However, she 
highlights the tendency of the entertainment industry to use culture to 
produce entertainment goods, emptying in this process culture out of its 
content. A good example for this process would be Bruno Bettelheim’s 
description ( 1976 ) of how the Disney interpretations of classical fairy 
tales, keep the main narrative elements but suppress the deeper symbolic 
and psychological aspects, which were of upmost importance for the per-
sonal development of children. 

 Th e diff erence between cultural objects and entertainment goods is 
that cultural goods have an immanence and permanency that enter-
tainment goods cannot attain because of their sheer functional aspect. 
Hannah Arendt describes this functionality as the fact that entertainment 
goods are only created in order to maintain the vital cycle of society, that 
is they are only created to entertain. Th is “reductio ad functionality” can 
also be seen in a totally diff erent context, which are the Google search 
engine and a larger development tendency of the internet. If we agree that 
the search engine only fulfi lls its role by presenting the web pages related 
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to the keywords used, one aspect of the algorithms used has to be high-
lighted, and is analyzed by Eli Pariser ( 2011 ). One of the methods used to 
render the results of the research process more precise, and more impor-
tantly more relevant for the person searching, is the personalization of 
Google results according to a set of factors going from the type of internet 
browser used to the previous researches made. Marc Zuckerberg ( 2011 ) 
illustrated the aim of this mechanism, which is in fact implemented by 
most web-related algorithms, as follows: “A squirrel dying in front of your 
house may be more relevant to your interests right now than people dying 
in Africa.” Th is disruption of the results of personal research on the web, 
steered by sheer functionality, can be linked to Arendt’s critique of the 
entertainment industry, and seen as a threat for the diversity of culture. 

 Finally, Hannah Arendt had warned of the search for perfect objectivity 
in science, and though her conclusions need not to be agreed upon, they 
should be reminded, as they are meaningful debate setters. She takes the 
example of the astronaut as a metaphor of the Heisenberg’s man trapped 
in the search of an impossible objectivity, because only encountering the 
reality of space through his measuring instruments and analysis. Applied 
to the observation of nature, this quest for an Archimedean point remains 
noble, however, applied to the observation of man, it becomes a danger-
ous approach, one leading to a new perception of technology, not “as the 
result of a conscious eff ort of man to increase its material power, but as a 
large-scale biological process” (Arendt  1968 ). 

 Such a perception could be a threat to the very human dimension as 
she names it.  

2.3     As a Consequence, Politics Needs to Foster 
Cultural Innovation 

 Faced with these challenges, we advocate that cultural innovation is 
needed, as well as the adaptation of corresponding values. Our cultural 
and political inheritances remain relevant, however not fi t for a world 
where the technological and scientifi c progress and the societal transfor-
mations have given birth to new doctrines such as transhumanism. Th e 
evolution of culture could act as a trailblazer for institutional and political 
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changes, and this cultural evolution should be favored by states and poli-
tics. If true innovation in these domains cannot be expected to come from 
institutional sources, public incentives and education policies (such as the 
development of transversal study programs) can however be drivers for 
creative thinking. Hava Tirosh-Samuelson ( 2007 ) highlights how these 
changes, of major importance for the evolution of society, are not accom-
panied with according critical thinking. “Focusing on self- fulfi llment, 
transhumanists do not take the notion of virtue seriously enough nor do 
they explain how the values of the authentic Self promote human fl our-
ishing.… A more rigorous analysis of the meaning of happiness which lies 
at the foundation of the transhumanist project is needed.” 

 Culture needs to follow the evolution of these questions because soci-
eties are rooted in intertwined cultural contexts and evolve along with 
them. Such cultural innovation needs to be accompanied with the promo-
tion of symbolism, which will allow continuity and the upkeep of a sense 
of belonging of individuals to their societies. In the face of the impor-
tant technological changes and consequential societal changes, Yehezkel 
Dror ( 2015 ) advocates for the promotion of “ raison d’humanité ,” values 
which would assure that, whatever the consequences of progress might 
be, human oneness will always prevail, as well as the fundamental value 
of human life. “What is needed is a constantly growing sense of human 
communality combined with the readiness for eff orts and also pain now 
in order to assure a good future for generations to come. Many agencies 
can help build up and diff use such a sense, for instance writers and art-
ists producing emblems on human oneness. But most important of all 
are spiritual leaders leading toward wide acceptance of  d’humanité , as an 
increasingly dominant hyper-value and meta-ethical basis.” 

 Culture is challenged by social and technological changes, and as a 
response it must change to, evolve in order to remain able to fulfi ll its role 
of goal-setter and source of political unity. Th e diff erent actors infl uenc-
ing the evolution of culture need to coordinate their actions; states needs 
to encourage creators and make sure that the state of the cultural market 
does not lead to a reduction of cultural diversity. On the other side, the 
cultural industry needs to reject short-termism and the lone search to 
maximize its profi ts. 

 Th e symbolic value of culture is needed more than ever.   
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3     The Consequences for States and the EU 

 Facing strong challenges, culture is in need of political action and innova-
tion. Th is part will focus on how European actors, from all sectors, can 
react to protect the diversity of culture and improve the access to culture, 
by addressing market failures and bias set up by technological innovation 
and globalization. 

3.1     Cross-Sectoral Innovation, Collaboration Based 
on the Idea of Diversity 

 Th e cultural industry market is a very specifi c one due to the character-
istics of cultural goods. Th e production process is very long and costly, 
as it is associated with irreversible costs (especially for the audio-visual 
industry). It leads to the creation of an intellectual property, which can be 
stored and transferred for a very low cost. Marginal costs intervening after 
the creation of the intellectual property are low, too. Regarding the mar-
ket itself, the demand is diffi  cult to predict as Richard Caves’s “nobody 
knows” principle states, and this demand drops brutally when a new 
cultural good enters the market and replaces older ones. Th is  evolution 
of demand leads to the implementation of discriminatory prices: in the 
movie industry, prices vary strongly between seeing a movie at the cin-
ema or on cable TV a few years later. All these products have a very low 
substitutability as every creation is unique and kept unique via the man-
agement of the intellectual property rights (IPR). Finally, the presence of 
gatekeepers limits the price-setting power of consumers and reinforces 
the need for strong and costly marketing campaigns at the launch of a 
new cultural good. 

 In this very specifi c industry, Smithian principles of free market can-
not be solely applied. Structurally, the rules of IPR management and 
the presence of gatekeepers lead to consolidation and the restriction of 
competition. Only the most important companies can aff ord to play 
the “nobody knows” roulette in the fi lm industry, only the biggest fi rms 
taking advantage of media cross-ownership can exploit franchises to 
their maximum by developing corresponding products for all available 
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cultural markets. As Nicholas Johnson would state, “At the global scale, 
the overbidding of manufactured super-productions and superstars 
replaces diversity, quality, and new talents” (Grand and Wood  2004 ). 
Cultural innovation and creation comes from individuals and compa-
nies, but public actors need to intervene on the market, either by some 
competition regulation, or via incentives, in order to favor cultural diver-
sity and to make sure that the structural mechanisms of the market do 
not lead to a decrease in cultural diversity. 

 Th e cultural industry and the cultural sphere are areas where private 
and public actors, academia, and producers need to align their strate-
gies and act together. If in the USA, the Motion Picture Association of 
America and the government seem to have found common ground in the 
advocacy for the development of bilateral free trade agreements (FTAs) 
encompassing cultural industries, in Europe the public and private 
sectors cooperation is yet to be developed. 

 Such collaboration needs to be based on diversity. Th e multiplicity of 
cultures in Europe needs to be protected in the reinforcing of the indus-
try. Culture is a common good, which benefi ts society far more than 
just by leading to job creation and innovation as shown in the fi rst two 
parts. Th is makes a second argument for state intervention in the cultural 
sector, as well as for the industry to adopt a longer-term vision than an 
exclusive maximization of profi t. 

 If the toolkit for state intervention is already quite developed, the col-
laboration methods need to be crafted.  

3.2     Advocating for the Development of Integrated 
and Collaborative Methods in the Cultural 
Industry 

 In Europe, the cultural industry market is not a unifi ed one. Broadcasting 
networks are nation-based and geoblocking prevents an effi  cient dissemi-
nation of content. Th is fragmented state favors the domination of US 
cultural products. Th e low marginal production prices and transfer prices 
in the cultural industry facilitates exports. Benefi ting from a naturally 
dynamic and large market at home, American production companies are 
extremely competitive when entering foreign markets, as the costs associ-
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ated with entering the market are very low and the previous producing 
costs already matched. Peter S.  Grant and Chris Wood wrote that in 
2001, although India was producing more movies than the US and was 
exporting them successfully, however not on the US market, the revenues 
from selling American movies’ intellectual property rights abroad was 
equal to 750 times the revenues made by India. “Th e American cinema 
industry benefi ts, by itself, from a trade surplus in its trade relations with 
every country in the world. No other American company can present 
such results,” declared Jack Valenti in front of the US Congress in 2002. 

 To compete with such giants, the European companies need to gain 
scale and have access to more effi  cient broadcasting networks, as well as 
to have an easier access to fi nancial means. However, Europe should also 
refrain from creating a similarly unifi ed industry where the favorite tool 
to bypass the “nobody knows” principle is the copy of previous successful 
creations, thus inhibiting true creation. 

 In their action with cultural industries, governments have the ability to 
use positive and negative actions, incentives, or regulation. 

 Competition regulation is a complex topic in the cultural indus-
try, as some mechanisms fi rst appear as counterintuitive. Due to the 
 characteristics of the market and industry stated above, acting in the 
sole aim of establishing perfect competition on the market can lead to a 
decrease in cultural diversity. Permitting some consolidation can be more 
favorable, provided that the rightful incentives and regulations are set to 
make it support creation diversity. On the contrary, giving more pricing 
power to retailers via the resale-price-maintenance mechanism in Canada 
has encouraged the diversity of the off er on the book market by prevent-
ing over-competition between bookstores and following consolidation. 

 Regarding incentives, a quite comprehensive toolbox exists. States can 
establish broadcasting quota, cap the possible private expenses for cer-
tain industries, limit the power of gatekeepers and control cross-media 
ownership, 2  sponsor creation in underrepresented art forms via subsidies 
or fi scal incentives or even control the broadcasting ratios of foreign ver-
sus national products. 

2   See the  Elephant Next Door,  for a survey of diff erent media ownership regulations,  http://www.
mediareform.org.uk/wp-content/uploads/2013/02/Th e-Elephant-Next-Door.pdf . 

http://www.mediareform.org.uk/wp-content/uploads/2013/02/The-Elephant-Next-Door.pdf
http://www.mediareform.org.uk/wp-content/uploads/2013/02/The-Elephant-Next-Door.pdf
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 To be effi  cient, these policies need to share objectives with the industry, 
and vice versa. Collaborative models, to be set up by all stakeholders involved, 
should guarantee this effi  ciency. 

 Cooperation between these two parties can also take the form of 
public- private partnerships (PPPs) in the building of ICT infrastructures. 
Th e development of transnational broadcasting networks is also to be 
privileged. Arte, created in 1992, is the illustration of an effi  cient col-
laboration between two national broadcasting networks, encouraged by 
public actors. Since 2006, Arte is also broadcasted in Belgium, under the 
specifi c Arte Belgique label. Transnational by nature, it favors diversity 
and creativity while also being a material representation of the common 
cultural ground shared by European countries. 

 Cultural industries are very specifi c industries, entertaining sometimes 
contentious, sometimes positive relations with culture and cultural diver-
sity. If there is no easy way to encourage creativity, governments have tools 
to regulate the market and make up for the market failures. Th ey also 
need to cooperate with the industry and harmonize their long-term goals. 

 Being aware that culture benefi ts society and individuals more than in 
the classic economic ways, it is by acting together that the private and pub-
lic actors can face the challenges set by technological and societal progress.  

3.3     Curiosity: The Search for Beauty and Happiness 

 Creativity however keeps a mysterious aspect, as true creation mostly 
remains the result of serendipity. As quoted above, Daniel Zajfman, pres-
ident of the Weizmann Institute, would say, “Th ere is no good research 
without aesthetic emotion.” Th e search for happiness and beauty should 
be an ever-present goal of cultural industries and cultural public policies. 

 Th e sources of sheer newness of thinking and making remaining for 
the most part unknown, one should follow his curiosity as Aristotle 
stated in  Metaphysics , “Now he who wonders and is perplexed feels that 
he is ignorant…therefore if it was to escape ignorance that men stud-
ied philosophy, it is obvious that they pursued science for the sake of 
knowledge, and not for any practical utility.... Clearly then it is for no 
extrinsic advantage that we seek this knowledge; for just as we call a man 
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independent who exists for himself and not for another, so we call this 
the only independent science, since it alone exists for itself ” (Aristotle 
and Warrington  1956 ). 

 Symbolism is the medium linking cultural objects and their creation 
with such meanings and principles. Of major importance to achieve 
political unity, it is of similar importance to foster creativity and as a 
consequence cultural diversity. “Conscience cannot invent a symbol or 
predict its effi  ciency as well as it cannot predict or steer the dream we will 
make tonight” (Campbell  1972 ). 

 Culture is a concept encompassing a diversity of meanings depend-
ing on the context surrounding its use: from a hierarchy of values and a 
system organizing individual and societal goals, to specifi c structures of 
thinking and the subjective part of every empirical and analytical process. 
Finally, culture may be best understood as a catalyst, a symbolic force 
that can bring societal and political cohesion via the defi nition of a com-
mon future and shared purpose. Transformative and normative, culture 
strives in diversity. Challenged, it grows stronger. In an ever-changing 
environment, culture needs to constantly evolve and adapt in order to 
keep fulfi lling its role. Such a process needs to be favored by all relevant 
actors, be they private or public, individuals or institutions, and by all 
relevant means. 

 Th e power of symbol and culture should not be undermined. True cre-
ation is always backed by a cultural inheritance, and shaped by abstract 
symbolic goals such as the search for knowledge, beauty, or the pursuit 
of happiness. Arthur Schopenhauer ( 1818 ) argued that art, leaving aside 
the unnecessary, and independent from the infl uence of the will, allows a 
true comprehension of the world and a true apprehension of Ideas.

  If poets sing of the blithe morning, the beautiful evening, the still moon-
light night, and many such things, the real object of their praise is, unknown 
to themselves, the pure subject of knowledge which is called forth by those 
beauties of nature, and on the appearance of which the will vanishes from 
consciousness, and so that peace of heart enters which, apart from this, is 
unattainable in the world. How otherwise, for example, could the verse—
“ Nox erat, at cœlo fulgebat luna sereno, Inter minora sidera ,” aff ect us so 
benefi cently, nay, so magically? 
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 Beyond the Crystal Ball: Foresight                     

     Stefan     Schepers        

  Th e future of Europe is not singular and linear, but plural and complex. 
Various “futures” are possible, some of them bringing positive develop-
ments, others bringing dramatic, if not catastrophic, changes. Much of 
what will happen in the decades to come will depend on the strategic agil-
ity to manage the various interdependent paradigm shifts and on effi  cient 
collaboration between key actors, in the fi rst place, though not exclu-
sively, the EU Commission and national governments. In addition, the 
role of other stakeholders such as companies large and small, academia, 
and of course civil society will have an impact on our collective future. 

 Indeed, whether the future of Europe will be a happy one for all its 
people or not, will depend in the fi rst place on the steering mechanisms 
without which social life is impossible, as Claude Lévy-Strauss already 
observed in small, so-called “primitive” societies (Lévy-Strauss  1955 ). 
How much more valid this is in contemporary, technology-driven, com-
plex and continuously evolving, highly populated societies. Europe has 
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experience with sleepwalking into disaster (Clark  2012 ). Observing 
national and European idiosyncrasies today, nothing seems to guaran-
tee that it could not happen again. European governance systems date 
from the 1950s and have not yet been fundamentally adapted to the 
postindustrial economy and society. Th ey are capable of crisis manage-
ment, as shown, hesitantly, a couple of times recently, but they also all 
too often seem to apply Churchill’s famous comment (about the North 
Americans): “Th ey always choose the right solution, after having tried all 
the others.” Other stakeholders are not much better positioned, business 
being in a trance of neoliberal market thinking and many civil society 
organizations being absorbed in their single issues. A new failure to man-
age the Common Good is very well possible. 

 What will happen if and when the “perfect storm” arrives, as some 
 analysts have defi ned it? It can take form concretely within the space of 
a generation, forcing most of us as well as our children to face an array 
of scenarios (Beddington  2011 ). Demographic growth disparities; food, 
energy and water shortages; the eff ects of climate change not properly 
and timely dealt with; major health threats resulting from environmental 
damage or industrial irresponsibility; persistently low economic growth in 
key economies; concentration of wealth and persistent massive poverty; 
resurgent intolerant nationalism; increasing governance crises and failed 
states; and powerless global organizations can all converge to create a never 
before seen geopolitical, economic crisis leading to uprooted societies and 
immeasurable human suff ering. According to other thinkers, Europe may 
be well placed to develop and implement the changes required to ensure 
appropriate technological responses and sustainable economic growth, by 
which it will serve itself and the world (Rifkin  2004 ). 

 However, there is one key condition for this optimistic scenario: 
Europe must rise immediately to the challenge of innovating its gover-
nance and its policies in order to deal with these global challenges and 
contribute to the development of their solution. Th is will require more 
than the usual little steps. It demands a blueprint for radical innovation 
and a road map for its confi dent and consistent implementation, a road 
map which implies, fi rst of all, reacting with agility to the interactions 
and feedback and not simply pursuing the same trajectories regardless of 
impact or a changing context (High Level Group  2013 ). 
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 Europe needs to work toward innovation ecosystems that would 
make it possible to unleash dynamic cross-fertilizations and feedback 
between the hitherto insuffi  ciently coherent actions of the EU and 
national  governments, large and small companies, universities and cen-
ters of learning across borders and across economic sectors. Europe needs 
to design up-to-date processes for the generation of policy strategy and 
leadership capabilities for execution, taking into account its multilayered 
system and a renewed focus on the Common Good. 

 A more eff ective use of Europe’s research and innovation capabilities 
and of its vast intangible assets can create entrepreneurial opportunities 
with multiple benefi ts, such as enhancing its overall resilience and global 
competitiveness, contributing to global problem solving and strengthen-
ing its global infl uence. Last but not least, it could also help Europe to 
preserve and at the same time innovate its welfare model, for its citi-
zens no doubt the ultimate purpose of the EU, together with helping to 
ensure sustainable economic growth as the basis with real security in a 
troublesome world, starting in its nearer neighbors. 

1     The Importance of Foresight 

 Foresight, future-oriented thinking, is an indispensable policy instru-
ment in the context of rapid socioeconomic and technological changes. 
It is not suffi  ciently used in the EU, despite the evident foresight of its 
Founding Fathers. Professional foresight is a transdisciplinary approach 
that seeks to improve the ability to anticipate, create, and manage change 
in a variety of domains (scientifi c, technological, environmental, eco-
nomic, cultural, and societal), on a variety of scales (personal, organi-
zational, societal, local, national, and global) and through a variety of 
methods. Th e overarching objective is to permanently and comprehen-
sively establish anticipatory thinking and a refl ective handling of uncer-
tainty in government institutions. Th is requires changes in the culture of 
organization and the processes of communication (Freuding et al.  2013 ). 

 All too often, policy makers think in terms of legislative periods rather 
than taking a future-term view and act in ways which are, as a conse-
quence, both short-ranged and reactive. By contrast, government foresight 
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aims to improve political decision making by taking into account long- 
term and uncertain developments, deriving strategies for governments 
from the knowledge and insights acquired. It can be particularly  useful 
to ensure policy coherence and strategy planning in the Commission 
because of its stable 5-year mandate and its important mentoring role, 
which today is often neglected. 

 Th is chapter provides a concise overview of foresight studies relevant 
to the creation of an innovation ecosystem, particularly for the early 
identifi cation of issues that can have an impact on it and the ways to 
deal with them. Th ey include those key characteristics which allowed 
Europe to overtake the once brilliant Chinese civilization between the 
fi fteenth and twentieth centuries (Ferguson  2012 ). On the path to this 
ascent, Europe faced a myriad of obstacles and challenges. Much in 
the same way, today’s Europe faces not one, but several concurrent and 
fundamental challenges to its values, markets, democratic governance, 
and welfare societies. 

1.1     Science and Technology Developments 

 Since time immemorial, societal developments have to a large extent, 
though not exclusively, been infl uenced by economic conditions, and 
these are determined by technologies available to solve key problems, be 
it the provision of food or the eff ects of climate change (Maddison  2001 ). 
Hunting, fi shing, and gathering assured the survival of the fi rst hominids, 
who 2.5 million years ago discovered the use of stone to produce a variety 
of tools. When hominids migrated from Africa to other continents, this 
simple technology nevertheless permitted them to settle, at fi rst only for 
intermittent periods, in somewhat larger communities. Th ese settlements 
in turn made possible the emergence of the fi rst specialist occupation, 
that of the potter, to store food and water (Oliver  1999 ). Technologies 
continue to bring radical change to social life; pottery and bronze tools 
once had the same impact as more recent inventions are having in our 
age. But we do not yet have the hindsight. 

 We look benignly at the discoveries of the past, of which we know the 
multiple advantages and how to manage any possible disadvantages. But 
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how can we deal with future discoveries, which carry many unknowns? 
Europe will be facing challenges because of a myriad of scientifi c devel-
opments and these are aff ecting the economy and society more rapidly 
than before. It took over 80 years for the automobile to reach more than 
half the population, it took the mobile phone, another cause of paradigm 
shifts, no more than 10 years. Radical innovations spread to and cross- 
fertilize with other sectors of the economy; this changes the conditions of 
social life and inevitably of governance (Perez  1998 ). 

 Th e drivers of the present industrial revolution are multiple and have, 
like before, known and unknown interdependent eff ects. To name but 
a selection: the internet (mobile apps, crowdsourcing, crowdfunding, 
crowd teaching); information technology (quantum computing, new 
microprocessors, big data, cyber-based assets); automation (advanced 
robotics, drones, human-machine interfaces, driverless vehicles, deci-
sion making); energy (solar, wind, biomass, geothermal, tidal, hydrogen, 
shale oil and gas, electrical power storage); life sciences (biotechnology, 
molecular and cellular genetics, neurobiology, bioinformatics, immunol-
ogy); smart materials (nanotechnologies, graphene, composite materials, 
bio-materials, use of soft matter such as proteins or polymers). 

 In fact, the world is entering a new age, the Anthropocene, the age 
when the capacities for self-destruction and mutations have reached a 
level that they had never before in the Earth’s history. Th ey require deeply 
innovative governance methods for mentoring and monitoring scien-
tifi c and economic developments and for creating the framework condi-
tions to ensure that resulting market developments are a force for the 
Common Good. Th is in turn demands interdependent systems changes 
and, very important to avoid new derailments, new value developments 
(Dror  2015 ). 

 Science and technology themselves are not problematic, but their 
use can be. It demands deep interdisciplinary thinking about poten-
tial benefi ts and about limits to be determined by as yet nonexistent 
global governance. Europe’s precautionary principle can be a useful 
tool for this, provided that its application is not politicized and that it 
is based on ecological and social ecosystem analysis, involving all the 
relevant stakeholders.  
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1.2     Competition 

 In economic history, it has forever been the case that competition has 
been driven by science and technology, but it is innovations in energy 
sources, communication, and fi nance systems, which are having the big-
gest impact and which in turn drive change in other sectors and in societ-
ies. Th e world is now in the early stages of a fourth industrial revolution, 
but Europe is not leading it as it did the fi rst and second industrial revo-
lution; it could at least strive to remain a key actor. 

 By 2030, the competitive position of the EU in the global landscape 
will be more contested than ever. Th e EU will represent only 6  % of 
world population and its share in the global GDP will have fallen to 
15–17 %, behind the USA and China. Without an overarching drive 
for innovation, its geopolitical position, its growth and welfare societies 
cannot be maintained. 

 New economic powers, such as China, Russia, Brazil, and India, as 
well as other emerging economies like Mexico, Turkey, and South Africa 
may reinforce their roles as serious competitors to the EU and the USA 
in a completely multipolar international system. Th e latter two will pro-
duce less than half of the global GDP, with proportional loss of infl uence, 
all the more so because the emerging economies follow a diff erent path 
to modernity, which is neither wholly nor partially based on the same 
cultural roots. But interdependence also increases economic and politi-
cal vulnerability to unexpected events such as internal turmoil in one of 
these countries, or resulting from research and technology innovations, 
which may rapidly shift their competitive position. All new economic 
powers still fail to achieve the social stability that Europe’s welfare state 
models bring, and they are thus prone to sudden and violent upheavals. 
Th e ongoing events in the Arab world are but one tragic example, made 
worse by ill-considered interventions. 

 Th e prominent role that trade has played during the past 20 years may 
be considerably downsized by 2030, further increasing the importance of 
the single market for Europe’s companies, and of an extended European 
Economic Area, although the single market is in urgent need of comple-
tion and of effi  cient, unhindered functioning (ESPAS  2013 ). Th is shift is 
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largely due to emerging economies becoming more mature and diversi-
fi ed, whereas they previously used commodities exports as an important 
tool for fast economic growth and the growth of their own industry and 
market. Parallel to this phenomenon, the “cutting up” of value chains 
will be less frequent, while new technologies may strengthen Europe’s 
manufacturing industries. 

 Improving trade cooperation with all strategic partners, but also 
investing in emerging new powers, will help the EU remain a relevant 
player in global trade and fi nance. But the growing importance of trade 
in the Southern hemisphere will unavoidably change the global balance 
of power. At the same time, this new geopolitical context may bring new 
security challenges for global trade, 90 % of which travels overseas. 

 Spurred by growth in GDPs, emerging countries will also be more 
active on the global fi nancial markets through the increase of their global 
investments. While Brazil, Russia, India, and Turkey are likely to achieve 
substantial growth, China will likely spearhead the process, turning into 
a world leader in foreign direct investments (FDIs). 

 Breakthroughs in science and technology will continue to shape every 
aspect of people’s lives and will determine the most competitive econ-
omies. Internet data fl ows will grow to unprecedented levels, favoring 
knowledge sharing and innovation. Consequently, dependence on highly 
connected electronic and space-based infrastructures will also grow, as 
will their vulnerability. 

 In order to be ahead of the many competitors, the EU will have to 
invest intensely in R&D in order to reach the 3 % threshold by 2020, 
which must be considered the absolute minimum to remain competitive 
in R&D with the USA, Japan, and China. 

 Given its constraints on public budgets, it must develop more 
eff ective models of cooperation between public and privately funded 
research and across all member states before 2020, including having 
a global view of collaboration tools to exchange practices and fi nd 
inspiration for innovative practices and ensure rapid market access of 
outcomes. For key sectors, strategic partnerships will help to ensure 
maximum benefi t from the resources available. Meanwhile, European 
companies, incumbents, and innovation-spurring start-ups will need 
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to collaborate with each other and with their international equals to be 
competitive on the global market, for instance through international 
platforms and networks to exchange views on innovative production 
and organization practices. New small companies will be more impor-
tant for creating employment than the large behemoths, which how-
ever bring other advantages. Open and fair (reciprocal) cooperation 
agreements between them will be in the mutual interest and require 
amended thinking about state aid and competition. 

 Th e risks and benefi ts of new technologies should be assessed early 
on in order to develop regulatory frameworks appropriate for these new 
technologies that do not stifl e innovation. Th e uniquely European hazard- 
based approach must be fi rmly rejected in favor of innovative risk man-
agement, based on collaboration between stakeholders and research. Th is 
in turn demands a careful process of nudging (part of ) society toward a 
new realism, avoiding often artifi cial panic, which is becoming a hallmark 
of modern Europe (Berger et  al.  1991 ). Corporations will need to 
seek a renewed focus on their public value, which can probably not be 
done without a diff erent attitude of investors, brought about if neces-
sary by regulations to force more attention for the Common Good. 
It may be the only way to restore the social contract and respond to 
civil society and media criticisms, however unbalanced and manipu-
lated these may sometimes be (Neal and Davis  1998 ).  

1.3     Sustainability 

 Th e biosphere, its diversity and interrelationships, provide the basis for 
our life. Today, we have the capacities to infl uence it more than ever, but 
all too often it is overlooked that we are an integral part of it and there-
fore remain susceptible to the development of the ecosystem in which we 
live (Biggs et al.  2015 ). 

 According to the World Bank, by 2025 climate change will cause sig-
nifi cant water and crop scarcity in some 36 countries and aff ect 1.4 billion 
people, potentially igniting regional confl icts (Chatham House  2013 ). 
Energy and food scarcity might also cause trade disputes and political 
crises in regions already unstable. 
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 Stress on sustainable development against a backdrop of greater scar-
city of resources, like food, water, and traditional energy sources like oil 
and gas, and persistent widespread poverty, compounded by the conse-
quences of climate change, will create further instability and slow down 
global growth. Th e new reliance on unconventional oil and gas is not 
likely to lead to a relevant boost in growth, but the potential of solar 
energy remains huge. 

 Before 2030, in fact even earlier, the EU will need to develop a clear 
strategy for low-carbon emission and energy and materials effi  ciency, 
investing heavily in new technologies and promoting a rule-based gover-
nance of energy resources. Th is is all the more needed as suppliers of raw 
materials may impose export controls as part of a more interventionist 
industrial policy. 

 In general, combining sustainability with competitiveness and manag-
ing resilience in natural ecosystems will require a shift from a conserva-
tionist toward a more dynamic environmental policy based on research 
and technology investments and cooperation between stakeholders. 
Business and ecology can profi t from ensuring maximum resource effi  -
ciency and adaptation to climate change demands, such as by develop-
ing “circular” economic business models, which can also help to reduce 
dependence on uncertain sources of supply. 

 Overall, the interdependence between climate change, geopolitical 
shifts, resource scarcity, and security of supply can bring multiple ben-
efi ts for Europe’s lead in sustainability R&D and implementation as well 
as value creation.  

1.4     Governance 

 Systems of democratic governance are being challenged by alternative 
models of delivering economic growth. Th ey are further weakened by 
the eff ects of globalization, which undermine the steering capacities of 
individual governments, by the dysfunctioning of the US political system 
and the technocratic nature of the EU, with a decreasing legitimacy in 
the eyes of many. 
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 Public confi dence and governance legitimacy are essential prerequi-
sites for developing solid strategic direction and implementing reforms. 
Th erefore, new forms of democratic participation must be experimented 
with, also using the potential off ered by new technologies. 

 Th e EU will be challenged even more to overcome the gap between an 
economically prosperous core and a periphery with signifi cant innova-
tion and competitiveness problems which might eventually lead to social 
upheaval and weakening or some form of disintegration of the Union 
itself. It will also have to fi nd a neighborhood policy that is economi-
cally attractive for countries to the east and south whose membership 
cannot be contemplated without risk of internal political backlash and 
overstretch of its institutional setup. Th is will require innovative gover-
nance methods that allow a balance to be found between the interests of 
various stakeholders. 

 In general, a governance gap will likely weaken the legitimacy of 
national governments and international organizations alike. No single 
power will be able to play a leading role in the search for shared solutions 
to global problems. Th e key to success will be strengthened collaboration 
between national, regional, and global governance and between state and 
non-state actors (corporations, nongovernmental organizations) to build 
a consensus on strategic issues and pathways. 

 Multilateral institutions may fi nd it very diffi  cult to adapt to a new 
global power landscape. Th e system is likely to have the capacity to con-
tain large-scale wars, but not smaller ones that equally bring economic 
devastation and human suff ering, but it will be unable to meet other 
global challenges during the next two decades and there will be increas-
ing pressure to reform multilateral institutions to refl ect shifting power 
relations, including a drive toward greater inclusiveness.  

1.5     Geopolitics 

 Fragmentation will continue to increase and the world of 2030 will be 
a mosaic of state and non-state actors, making international consen-
sus and cooperation more diffi  cult to achieve (Chatham House  2013 ). 
As such, the risk of international and intrastate confl icts will intensify, 
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particularly in the Middle East, the Caucasus, Southeast Asia, and Africa. 
Accessibility to potentially dangerous technology will also make room 
for a growing number of small but destabilizing groups engaging in 
 terrorism, and cyber and bio-war. 

 No leading actor appears set to achieve global leadership. While the 
USA will continue to represent the preeminent power in military terms, 
budgetary limitations and its dysfunctional political system will circum-
scribe its outreach, while its ideological worldview often alights or wors-
ens confl ict situations (as seen in the Middle East). China, whose military 
budget might well surpass that of the USA by 2030, is likely to face inter-
nal issues that prevent it from extending its military infl uence, or which 
may conversely lead to adventures. Th ere, and in other countries, nation-
alism may again become a destabilizing force in international relations. 
Nationalism on the right and the left may even become problematic for 
the EU itself. “Coalitions of the committed” formed by a variety of state 
and non-state actors will address major global issues on a case-by-case 
basis. In this context, international organizations will have to radically 
change their approach and rely on small and agile coalitions to fulfi ll their 
objectives (Chatham House  2013 ). 

 Th e EU’s long tradition as a consensus builder and its experience 
in rule-based integration will constitute a key asset in an increasingly 
fragmented world, where soft power, multiple stakeholders’ manage-
ment, and coalition building will likely count much more than sheer 
military power (Chatham House  2013 ). With this approach, the EU 
could become a fl exible “super-partner” able to engage with a number 
of diff erent actors and on a broad range of issues, including trade, con-
fl ict prevention, crime, climate change, and the environment or societal 
reconstruction. Th is, in turn, will contribute to its economic interests; 
but it requires carefully managing its own internal destabilizing forces. 

 Traditional supranational methods, useful for market integration and 
standardization, cannot be relied upon in other areas of policy making 
that require a more open, collaborative approach with (groups of ) mem-
ber states and other stakeholders. Th e EU will be challenged to develop 
new models of collaborative and democratic governance in order to eff ec-
tively manage the growing complexity and interdependence of strategic 
economic and ecological issues it faces. Elections per se do not confer 
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democratic legitimacy if conditions such as participation, collaboration, 
and public confi dence are not fulfi lled, which will require a deep re- 
thinking of the role of national parliaments. 

 Th is new approach is particularly needed to manage cross-border fl ows 
of trade, investment and services, and cross-border environmental issues. 
Without governance and regulatory innovation, the framework condi-
tions for systemic change cannot be developed, thus hindering both 
technological innovation and competitiveness. Innovative governance, 
on the other hand, can reduce or put an end to short-term infi ghting and 
wasting resources. Lack of coherence within the EU and among member 
states is a serious obstacle which must be eliminated through an overarch-
ing innovation policy drive and new steering methods. 

 But the EU’s external actions are challenged by a weakness concern-
ing its own identity and how its citizens perceive it. Europe is more a 
cultural identity than a well-defi ned geographic area, and on this basis it 
has developed a unique societal system (Duroselle  1965 ). In particular it 
raises questions about its relations with key neighboring countries such 
as Russia or Turkey, which are burdened historically and culturally but 
which require an innovative vision for the future and one developed in 
Europe with its own interests at the core.  

1.6     Welfare and Social Cohesion 

 Global competition happens not just to be in the fi elds of research and 
economy, but also in governance systems and social models. Bhutan’s 
innovative gross happiness index should be given more attention every-
where (Kelly  2012 ). New technologies pose new challenges for democratic 
open societies and bring new opportunities to modernize democratic 
governance and stakeholder engagements. In particular the European 
open societies and welfare models, though in need of modernization 
and strengthening in changing times, will remain one of the main assets 
of Europe’s global attraction and infl uence with people living in more 
unequal and autocratic systems. It will help to attract the best researchers 
and entrepreneurs needed to maintain a strong innovation stream in all 
sectors. 
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 While at global level the middle class is growing, European countries 
face growing social inequality (and resulting political and social instabil-
ity). An increased supply of labor could lead to a wider circulation of 
workers and a surplus of skilled workers, but also create risks for outsiders 
and vulnerable social groups such as the young, the unskilled, women, 
or people aged 55 and older. 1  Migration is useful when their skills can 
match labor market demands, but migration fl ows may be hampered 
by the fi nancial crisis, societal resistance, and policy ineff ectiveness. 
Employment of the workable population and employment-friendly wel-
fare state adaptation therefore become central given socioeconomic pres-
sures linked to increased spending on health care and pensions as well as 
on migrant integration, which all call for the promotion of skill sets and 
framework settings supportive of innovation. 

 Th e growing income and social inequality across the European Union 
is damaging to economic growth scenarios. Social inequality is correlated 
with poor health outcomes, variation in citizens’ access to education leading 
to unequal educational outcomes and low productivity, which could put 
confi dence in public institutions and the social consensus required to adjust 
in the face of shocks at risk. Higher inequality (after taxes and transfers) 
tends to limit the pace and durability of growth spells, which are important 
to achieve solid, long-run economic performance (Berg and Ostry  2011 ). 
Since inequality impedes growth, it calls for extra redistribution. 
Redistributive measures and eff orts to improve economic opportunities for 
the poor, and the resulting narrowing of inequality, accordingly help to sup-
port faster and more durable growth (Berg and Ostry  2011 ). 

 Th e growing consumer class will aff ect resources in the EU market, 
such as energy and water, and will increase the pollution levels unless 
technology can bring progress. It can be assumed that this will have 
equally signifi cant eff ects on migration fl ows and climate change, sug-
gesting that the uncertainty arising from a new global consumer class is a 
central challenge the EU should prepare itself for. 

 Individual empowerment will increase, but so will the risks of a social 
and political divide. Empowerment refers to basic opportunities  becoming 

1   For analysis of future social risks, see P.  Taylor-Gooby ( 2005 )  New Risks, New Welfare—Th e 
Transformation of the European Welfare State  (Oxford University Press). 



322 S. Schepers

more available for marginalized people. Education is seen as the main 
method of bridging the gap between developing and high-income coun-
tries as well as promoting equality in general (National Intelligence Council 
 2012 ). Education relates to employment, income, and life expectancy and 
is linked directly to gender equality. As countries like China, Japan, and 
South Korea attach more and more importance to education, it will fur-
ther facilitate a stream of high-quality researchers and innovators. 

 Furthermore, empowerment is strictly linked to access to technology. 
Technological innovation can have positive eff ects on the economy and 
society and can positively infl uence the political climate, particularly if 
combined with education initiatives. However, increased global intercon-
nectedness and higher education levels are leading to a need for new 
methods (IT based and other) of identifying confl icting interests and of 
transparently building compromises. 

 On the other hand, decline of trust in political institutions and 
authorities among large groups which are challenged by rapid change 
and whose social position is weakened requires appropriate responses to 
ensure political and social stability. Th e resurgence of nationalism and its 
political exploitation on the left and right of the political spectrum, in 
many countries, is a potentially serious threat to the multiple benefi ts of 
the EU. Th e divide often assumed between the individual and the state or 
the EU is caused more by specifi c policy failures, such as a lack of eff ective 
responses to the origins of the fi nancial crisis and its aftermath, allowing 
inequality to continue rising, bureaucratic and political intrusions in citi-
zens’ lives pushed by single-interest organizations, and violations of the 
Copenhagen Principles by the state or civil rights by large corporations. 

 Poverty and social exclusion still aff ect a signifi cant proportion of the 
world population. For all the progress made, weak education systems and 
the prevalence of disease, both epidemic and non-epidemic, will remain 
a major burden on human development. Current economic policies and 
global patterns of development suggest that areas of extreme wealth and 
dire poverty will continue to coexist. 

 In general, national social contracts will come under increasing stress 
if, in the aftermath of the fi nancial crisis, no appropriate regulation is 
put in place to ensure the productive use of capital. Rising inequality 
within and between member states will put a heavy price on the Union 
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(Stiglitz  2012 ). Well before 2030, national welfare mechanisms will have 
to be modernized to ensure their continued eff ectiveness and reduce their 
overall costs, but they remain essential stability mechanisms in society.  

1.7     Demography 

 By 2030, the world population’s growth might have reached a plateau 
and could gradually start to decline, which may lead to less competition 
for natural resources, particularly water and energy, and fewer upheavals 
in formerly tumultuous regions due to the youth bulge (ESPAS  2013 ). 
However, there will be growing distress on public fi nances caused by the 
need to support a fast-aging population in Europe, Japan, and China. 

 During the next two decades, a shrinking in the working-age popula-
tion in Europe will mirror sharp growth in developing countries, a phe-
nomenon which will put high pressure on the European welfare models. 
European welfare systems need therefore to become more effi  cient and 
aff ordable, especially with regard to health and pensions. Whereas labor 
demand from employers may be stable or even slightly declining overall, 
there will be an increased labor demand in sectors such as health, social, 
and mental care, which may be the ones where a signifi cant part of the 
labor supply should be channeled in order to reduce unemployment. But 
this will also require innovation to increase effi  ciency and aff ordability. 

 In addition, Europe may also face increasing immigration from devel-
oping countries, posing integration problems but also off ering many 
opportunities on labor markets. Internal and transnational migratory 
fl ows, urbanization and birth/aging rates will continue to constitute 
determinant variables for governments and business.  

1.8     Culture 

 Europe’s cultural diversity and wealth of resources off er a unique advan-
tage for creativity and innovation compared to its main competitors. 
European culture is a synonym for creativity, mixing Greek and Roman, 
Christian and humanistic contributions, the basis of modern research 
and industry, civil, and social rights. Th ese past wisdoms can provide 
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useful inputs for creative thinking about today’s problems. Together 
they make up a European worldview that infl uences its relations with 
the rest of the world. Its more than fi ve centuries of tangible and intan-
gible assets provide a unique combination and a solid basis for innova-
tion eff orts to be made, given appropriate methods. Th is requires more 
careful nurturing through education and ICT and avoiding a general 
debasement of education and culture levels through a lack of proper 
regulatory frameworks and a misinterpretation of commercial freedom 
and long-term societal interests. Although Europe is technology friendly 
on the whole, this is not always the case. For instance, outdated views in 
universities about research cooperation with business mean that only a 
few countries manage to emulate the more eff ective cooperation of the 
USA or Japan. 

 Th e development of innovative tools such as health technologies, alter-
native energy sources, hi-tech communication devices, and social plat-
forms will enable both states and individuals to exercise greater infl uence 
on their own and the global context. 

 Global networks of nongovernmental organizations, multinational busi-
nesses, and research institutions will virtually replace the traditional nation 
state. Personalized, cutting-edge technologies allow individuals to form ad 
hoc coalitions and infl uence decision-making processes, while national gov-
ernments limit themselves to coordinating such groups. Old hierarchical 
structures will also decline in favor of a world where reaction speed and 
strategic agility count more than social position or issues such as pov-
erty and world peace. Indeed, clusters of dynamic entrepreneurs take the 
lion’s share in this fast-paced and highly connected world. 

 Millions of individuals are being empowered by the social, educa-
tional, and technological progress of the last few decades. It is estimated 
that more than half of the world’s population will have internet access. 
However, new information technologies will remain unavailable to many 
people because of illiteracy and lack of access to electricity, although 
in some regions the availability of mobile phones may compensate for 
 limited access. 

 Finally, the role of the media as an important cultural actor needs to be 
examined when preparing for future challenges. Media infl uences or even 
creates the framework for social and political actions because they are pro-
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ducers and messengers of opinions and symbols; they can ignore or amplify 
them, depending on their own orientation and interests (Schudson  2002 ). 
Images in particular can spur action, and so can social media campaign-
ing, but they make evidence-based policy more diffi  cult and may lead to 
undesirable outcomes or collateral eff ects in the long term.   

2     Conclusion 

 In a more globalized world, science and technology, and demographic, 
cultural, social, and political developments are interacting and driving 
deep paradigm shifts whose outcomes are uncertain everywhere. Th ey 
have the potential to contribute to the Common Good, but equally they 
can slip into the opposite. Moreover, they are not happening in a syn-
chronized way, which in itself is a complicating factor. Economic and 
political systems, the world over, are at diff erent stages of development 
and move in diff erent directions. 

 We have but one way to steer them: through effi  cient governance, 
based on foresight and on multidimensional evidence building, involving 
all stakeholders which can usefully contribute to understanding the com-
plexity of the emerging world. Within this, Europe is but a small part, 
held together primarily by common beliefs. Governance implies mentor-
ing and monitoring social life, and allocating capital toward the Common 
Good. But our principal collective governance system, the EU, is in need 
of repair in order to make it fi t for the challenges of the new age.     
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 Match and Mold: The Crucial Role 

of Enterprises to Manage Innovation – A 
Case Study                     

     Egbert   S.J. Lox       

1      Purpose 

 A view on the crucial role of enterprises to manage innovation within 
an innovation ecosystem is given based upon common materials tech-
nology industry best practices. Th ese are illustrated at several occasions 
with experiences made and lessons learned during the transformation of 
Umicore from a mining to a materials technology company. 

 Th e description highlights the value of fl exibility in the innovation 
undertakings. Th is feature explains for the most part the resilience of 
industry-driven innovation eff orts. Th e innovation methodology devel-
oped is off ered as inspiration for innovation processes in other industry 
sectors and in public bodies.  
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2     Background on Umicore 

 Umicore’s roots date back to the nineteenth century. Th e roots of the 
industrial activities included the mining of zinc in Europe, whereby its 
license to operate was based upon an innovative process for the  primary 
extraction of zinc from ores. Over the years, many other nonferrous 
metal activities were added to the portfolio, and through continued 
innovation in the extraction process technology a business leadership 
position was reached in many of the areas of business activities. Th e busi-
ness model was “linear”; ores were transformed into metals, using the 
technology competency “metallurgy” (Fig.  13.1 ). Research and devel-
opment activities were focused on process innovations, which yielded 
worldwide technology leadership positions. Strong process engineering 
competencies—and teams were established and the new processes were 
even licensed worldwide.

   Around the end of the twentieth century, the economic viability of 
this business model with its strong industrial operations basis in Europe 
became challenged. Th is led to a necessity to innovate the business 
model substantially. Th e outcome was a “circular” business model, which 
included a shift in the position in the value chain of product making on 
the one hand, and a “closing-the-materials-loop” concept on the other 
hand (Fig.  13.2 ).

   Today, the industrial activities span 29 chemical elements, mostly 
nonferrous metals. Th ese elements are transformed into products that 
have a function, also described as “materials solutions.” Key examples 
are materials solutions that enable sustainable mobility, which ranges 

Minerals MetalsRefining
Metallurgy

  Fig. 13.1    Former, linear business model of Umicore predecessor companies       
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from catalysts used to minimize the emission of obnoxious components 
in the exhaust gas of combustion engines up to several products for 
electrifi ed powertrains. Th e latter include catalysts for fuel cells, cath-
ode materials for lithium-ion batteries, and crucial parts of the connec-
tors and switches for electrical currents. Th is is the upper part of the 
activities circle (Fig.  13.2 ), and the technological competencies needed 
now include chemistry and material science, on top of metallurgy. Th ese 
activities are complemented by the industrial activities for enabling the 
high-quality recycling of the products that contain the elements out of 
the portfolio at the end of their functional life. Th is is the lower part 
of the activities circle. Knowledge is created and innovations are devel-
oped and implemented into the industrial processing plants to enable 
the re-extraction of the elements from these complex waste streams. Th e 
process technology combines several high-tech pyro-metallurgical and 
hydro-metallurgical processing steps. Doing so an “atomistic” level of re-
extraction is established which allows running indefi nite times through 
this circle without negative impact on the quality of the products. Th is 
is a unique property of metals. Th ese combined operations, generating 
materials solutions for clean technologies on the one hand and ensur-
ing keeping the elements used in the industrial loop on the other hand, 
clearly serve sustainability endeavors.  

Metals
Material

solutions

Chemistry
Material science

Metallurgy

Recycling

Application
know-how

  Fig. 13.2    Current, circular business model of Umicore       

 



332 E.S.J. Lox

3     Technology and Competency Needs 

 In a dynamic global technology competition, there is a need for regular 
upgrade of the competency portfolio. Th e challenge usually is to acquire 
these new competencies in a rapid way and at the same time at a top- class 
level, while still nurturing the most valuable historical competencies basis. 
Th ere is no unique or straightforward way to reach this target; usually, 
several approaches need to be combined. A possible starting point is the 
acquisition of a few companies that have a strong and complementary 
technology basis. Th is acquisition can be done worldwide, whereby a 
constructive integration process is needed to secure the long-term blos-
soming of the acquired competencies. Th is needs international experience 
of the management to work positively with the cultural diversity. It also 
needs a well-developed human resource strategy, so that job rotation on 
an international scale can be applied to make the acquired competencies 
quickly available within the major divisions of the company. Th is is a path 
forward that in practice only private enterprises do on a systematic basis 
to quickly upgrade their competency portfolio. It is today, in peacetime, 
rarely applied by governmental research and technology institutions. 

 Another way to acquire new competencies is to buy intellectual prop-
erty, such as patents and licenses, on the worldwide market, and then to 
import this knowledge in the existing internal research, development, 
and innovation teams. Th is process is not always easy and requires a solid 
basis for the acquired competency to be already present within the com-
pany. One has to be able to understand the specifi c technologies and to 
judge the real value of the acquired knowledge well. Th erefore, it is usu-
ally applied to grow existing competencies to a higher level quickly rather 
than to kick-start a new one. A recent development in the possibilities to 
purchase external knowledge is generated through the internet-based cre-
ativity services. Th ere exist several platforms that link together on a vir-
tual and worldwide basis scientifi c and technical questions on one hand, 
with answers and solutions on the other hand. One can experiment with 
these new services on an ad hoc basis. Typical lessons learned comprise 
the need for a solid internal starting base of the sought-after technology, 
so that one can both formulate very clearly the relevant questions, as well 
as understand and judge the value of the answers obtained well. Next 
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to this is of course the important step to accept the externally generated 
answer and to implement it as a basis for further work. While this might 
sound straightforward, real-life experience shows that a deep-rooted cul-
ture of openness is required to overcome the “not-invented-here” refl ex. 
Th is comment is also valid within one company for ideas generated in 
one department to be accepted by another. Sometimes a management 
process is needed for nurturing this behavior. Companies sometimes 
install a “not-invented-here award” for the best example of a team adopt-
ing an idea from a source outside of its own perimeter. Within private 
enterprises, such decisions can be taken and installed quickly—no need 
to compromise with established power structures or politics. 

 A diff erent path toward the generation of technical competencies is 
to establish and grow them to a high degree within the company. Th is 
path usually starts with an external trigger, for example, by the hiring of 
an established experienced specialist or by initiating a collaboration with 
a well-renowned external research and technology institution. In the lat-
ter case, topics can be suggested for master’s of science degree theses and 
company funding can be provided for PhD work at the university. In a glo-
balized world, and from a private enterprise viewpoint, these hirings and 
collaborations are systematically done on a worldwide scope. To do this 
successfully the company needs both the expertise for international human 
resource processes and for university collaboration contract negotiations. 

 No collaboration runs by itself: substantial input is needed on a regular 
basis to ensure continued focus and to help removing both practical and 
technical obstacles on the way toward achieving the next collaboration mile-
stone. Th is intensive interaction is facilitated by the vicinity of the collabora-
tion partner. Helpful is the defi nition of a vicinity criterion for selecting the 
collaboration partners. An example of such a criterion is the need to be able 
to physically meet with the partner within a day of travel, which translated 
into a fi rst level of partners that can be reached within a radius of about 
150 km around the company’s own technology centers for enabling trips by 
cars and into a second level of partners that can be reached within a radius 
of about 2,000 km around the company technology centers for enabling 
trips by air travels. Th e exemplary result of the application of the fi rst-level 
criterion in the year 2010 for partners of the Umicore corporate Research & 
Development & Innovation center in Olen (Belgium) is shown in Fig.  13.3 .
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   A key performance indicator can be used to monitor and steer the 
intensity of reaching out to external partners. Th is also helps in ensuring 
a continuity of this undertaking, as reporting is needed when a gradual 
but systematic change in this context is happening. In materials technol-
ogy industry, a typical dimension for the intensity of external collabora-
tions is in the order of magnitude of 10 % of the annual R&D&I budget. 

 A competency is not developed alone by having one top-class expert 
hired or by establishing one collaboration with a top-class research institu-
tion. Around these a company internal “ecosystem”—a team, a scientifi c 
service network, and a research infrastructure—needs to be developed. 
Th e last of the three is the easiest to reach, as scientifi c and technical infra-
structure can be purchased on a worldwide scale and, thanks to relatively 
well-developed international standards, also installed with a good degree 
of straightforwardness in the company local research, development, and 
innovation centers. Also the scientifi c service network is developing well 
on an international basis in the meantime, thanks to the internet and in 
general modern communication services. For example, high-end electron 
microscopy analysis can be done by a dedicated service provider several 

  Fig. 13.3    Example of fi rst level partnerships of Umicore in 2010 within a 
radius of 150 km around the R&D&I center in Olen (Belgium)
 Note : Author’s graphic account       
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thousand kilometers away—but in the same time zone—while the com-
pany researchers observe in real time the results on their internet-con-
nected computer screens and are able to express their wishes through the 
microphone. Much more diffi  cult however is the setting up of the team of 
coworkers around the top-class expert. Especially for high-end innovation 
work a portfolio of dedicated knowledge and skills is needed, which span 
the conceptual, IT, and practical experimental work levels. Unfortunately, 
there is no guarantee at all that a suffi  cient number of dedicated trained 
human resources is available in a realistic living distance around the loca-
tion the company research center. In such cases, initiatives should be taken 
by the company to develop them, in close collaboration with local univer-
sities, schools, and vocational training centers. 

 Doing a research project with a top-level institute somewhere in the 
world, far away from the company main research center, can be com-
bined by having a compatriote doing post-doctoral-level work there, 
funded by the company as part of the research collaboration. Th is com-
patriot can be linked to a local university or school where he can subse-
quently built up his own research team and where he can then train there 
future collaborators for the company research center. A good understand-
ing and collaboration with the local university is mandatory, including 
their willingness to start a new area of research activity but also including 
the company’s medium-term, continued commitment to co-fund these 
academic research and teaching activities. Experience shows that this is 
possible but that it needs several years, thus a strategic-level planning of 
the competency needs is necessary. 

 Th e external purchase of technologies and competencies as well as the 
identifi cation of the best potential collaboration partners in itself need 
the skills and procedures to fi nd them on the worldwide market and then 
to rate them. Companies typically establish “technology scouting” activi-
ties for this. A good practice is to give the coordination of this mandate 
to an experienced research manager that has a solid record of accom-
plishment of technical and commercial successes, so that he can operate 
with a high degree of open-mindedness and without suff ering from the 
“not-invented-here” protectionist refl ex. Th e fi rst steps of the technol-
ogy scouting activities can be done through working with international 
databases, with investment banks and with start-up funding providers. 



336 E.S.J. Lox

In addition, memberships of advisory boards at universities, technology 
institutions, and governmental funding agencies can be effi  cient sources. 
At some point, a mission to visit the potential collaboration partner is 
needed. At Umicore we have developed and applied dedicated procedures, 
for example, to scout at universities. Th is had the format typically of a 
full-day visit with a team of experienced researchers. Part of the day was 
dedicated to mutual presentations, in which we described our activities 
and needs on one hand, and in which the university colleagues described 
their activities and competencies on the other hand. Th e other part of 
the day was dedicated to topical discussions in small bilateral teams and 
to facility tours. A joint review of potential and/or proposed next steps 
would conclude the day. Th is type of interaction was performed with sev-
eral universities and research institutions worldwide and resulted usually 
in at least one collaboration project, whereby this sometimes took a sub-
stantial delay after the visit. In general, the lessons learned with respect to 
the topic technology scouting are the value of patience, persistence, and 
then the need to manage the expectations well. 

 When developing new competencies at least a medium-term planning 
horizon is needed, typically spanning a period of 5–10 years. In the world 
of global business, a lot can change in such a time frame. Reasons for the 
potential changes comprise the economic cycles, political events, or radi-
cal technology innovations. All of these can induce a change of the busi-
ness focus and thus ultimately lead to a need for a diff erent competency 
portfolio. Still, some competencies have a kind of universal character, and 
are needed even despite changes of the business focus. Th e skill is to iden-
tify these “universal” competences well so that the eff orts can be focused 
on them. A tool that proved to be valuable in identifying these universal 
valid competences is the so-called scenario planning. Good literature exists 
about this tool. One example of its application is shown in Fig.  13.4 .

   Starting from a business reality at some point of time, one can develop 
a scenario that describes an “ideal” world out of the viewpoint of your 
products and markets, and at the same time generate an opposite scenario, 
that would describe a “bad” world. Th en one could construct a third sce-
nario, in which one key business parameter changes substantially. Each 
of these scenarios has to be elaborated with some imagination. Possible 
consequences for the characteristics of the company products and services 
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have to be defi ned. Th en one can come back to the technical level by deriv-
ing which technical competencies are needed for being successful in each 
of these three scenarios. Th ere is a high probability that some competences 
come back in the three scenarios; they are the ones requiring focus on “must 
have’s,” while the other ones could be inscribed on a “watch” list and could 
be seen as “nice-to-have.” Th e latter ones can be worked on when a good 
opportunity is available, for example, the invitation to join in a publicly 
funded research consortium that uses some of these competences. 

 Finally, to help in the planning of which technology competencies will be 
needed, it is valuable to defi ne probable technology road maps that span a 
time horizon of up to 20 years. Th is defi nition can be done based on excel-
lent technical understanding of the characteristics of the products and pro-
cesses, and then applying solid imagination or even just extrapolation. Also, 
excellent information on technology road maps is available in the public 
domain, resulting from the top-quality work of the European Commission 
and/ or of sector trade associations. From these road maps the needed tech-
nical competencies can be derived. One ends up with a probable timeline 
when competence must have reached the needed maturity level within the 
company. A development action plan can be constructed on this informa-
tion as well. One example of such a competence road map and of the pos-
sible and cost-effi  cient pathways to generate them is shown in Fig.  13.5 .
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  Fig. 13.4    Example of the result of a scenario planning exercise       
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4        Organizing the Innovation Efforts 

 A common approach to reach innovations in industry is to structure the 
work as a process of consecutive steps. Th ese steps start at the ideation/ 
discovery phase and end with a stable and profi table running industrial 
operation. One really useful tool to enable a common terminology on 
the position of a technology in this chain is the concept of a “Technology 
Readiness Level” (TRL). Th is concept originates from the aeronautics 
industry and it is in the meantime well applied in industry and in pub-
licly funded projects, such as the current Horizon 2020 research program 
undertaking in the European Union. A description of the ten TRL levels 
currently used is given in Fig.  13.6 .

   It is common practice in industry to structure the innovation pro-
cess in work programs. Each work program ideally targets raising the 
maturity of an innovation by one TRL level. Th en a work program is 
subdivided in a collection of work packages, some of which are paral-
lel to each other and others are consecutive. A work package has a 
pretty detailed description of deliverables, timelines, competencies, and 
resources needed. Project planning tools can be applied to structure each 
work package and to identify critical paths. In addition, risk maps can 
be elaborated and risk mitigation plans can be proposed. Th is detailed 

  Fig. 13.5    Example of a roadmap for the development of competences       
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level of structuring the innovation work is also a good tool in the deci-
sion process about which of the work packages has to be assigned to 
external partners, and which ones must stay within the company perim-
eter. Eventual needs for additional intellectual property measures can be 
defi ned. Th ese can be the protection of in-house inventions by applying 
for patents and also acquiring “freedom to operate” rights, by purchasing 
external patents or securing licenses on them. Increasingly, technology 
companies even develop real strategies around the intellectual property 
aspect of their innovation work. Th is includes mapping the existing IP 
landscape,  identifying the remaining gaps, and suggesting research work 
to address these opportunities. 

 For the fi rst phase of the innovation, the TRL 1, several approaches are 
possible, depending on the type of innovation needed. If there is a need 
for an incremental innovation, usually the ideation is done internally, with 
company team members only. Structured creativity techniques such as 
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  Fig. 13.6    Typical description of Technology Readiness Levels       
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brainstorming, brain-writing, trigger word analysis, morphological tables, 
etc., are valuable techniques meriting application. If there is a need for a 
bigger step of innovation, the team can be enlarged with colleagues from 
other departments, be it within the same business unit from diff erent parts 
of the business process chain or from other business units. Also reaching 
out to tacit external sources such as the ones resulting from literature and 
patent searches can be recommended. Only then when real major innova-
tion steps are needed, would an enterprise look for active external sources. 
Th is approach was described above and can serve two important goals. 
Either one is looking for really diff erent ideas that would not be possible 
or probable to be generated with the internal competence portfolio. An 
example of this is the linking of chemistry and materials technology to 
aspects of the digital economy. Or, one is looking for an external support 
for ideas that fall outside of the common company culture. An example 
on how to get this external support has been mentioned above as well: one 
could use one of the internet-based suppliers of answers to address specifi c 
technical questions. If their answers match your own “out-of-the-internal-
box” thinking results, this can be very supportive in passing internal juries. 
Another example to get this outside view is to formulate your innovation 
need into a research program that is submitted to a good public fund-
ing agency. Th eir evaluation processes are usually very professional and 
rigid, with the support of external specialists. Again, when the evaluation 
result is positive solid arguments have been generated to support and pri-
oritize the proposed innovation ideas. When the evaluation is negative, it 
can be recommended to accept this as serious feedback that indicates that 
important aspects have not been well covered by the company’s internal 
refl ections. Finally, if one is wishing for an innovation completely outside 
the scope of the company current business perimeter, then a dedicated 
external approach is needed. In this case one can order an innovation proj-
ect at a top-level technology provider, such as an Fraunhofer Institute in 
Germany, the CEA in France, vito or IMEC in Belgium. 

 In this ideation phase, usually many ideas are created, and practical 
experience shows that it is more diffi  cult to select and prioritize the ones 
that should be further developed than to generate them in the fi rst place. 
Th is process merits a high degree of attention and professionalism to 
avoid wrong decisions whose implications become visible only much 
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later in the innovation process. In this selection process, a voting by a 
jury of company internal specialists can be recommended as a simple way 
to ensure a broader view on the choices to be made. 

 But, even with a careful selection procedure, there is no guarantee that 
the choices made stay the best as time goes on. Indeed, the boundary 
conditions such as potential applications of the new idea, the relevant 
legislation and the technology ecosystem in general do evolve quickly 
even in the fi eld of material technologies. To cope with this reality one 
can apply the pragmatic concept of a “parking lot of ideas.” Th e success 
of such a concept involves carefully writing down all the ideas together 
with the comments about why they are or are not selected at some point 
of time to be further developed. Th en, this list should be reviewed at 
regular intervals, typically at least once per year in concurrence with the 
preparation of following year’s budget for R&D&I activities. Th e list 
can also be used during the discussion of the milestones of the develop-
ment of the chosen ideas, when they are moved up on the TRL scale 
and thus when more insights become available on the pros and cons of 
them. Many examples exist in industry that an unexpected negative per-
formance result of an idea, chosen to be pursued for one application, 
brings one back to reviewing the original selection criteria. Th is can trig-
ger the innovative insight that the idea could instead of a failure even be 
a breakthrough for a diff erent application. Th is process of inventing is 
dynamic and thus needs both fl exible and rapid decision processes on 
top of intensive communication. All of this is straightforward for private 
enterprises; it is a kind of “normal” business practice. Clearly, however, 
these are not the obvious procedures for public institutions. Th e strength 
is to combine the best of these worlds in a respectful way. 

 With the invested scientifi c and technical eff orts, an idea is moving 
up the TRL scale to become a new product, a new application, a new 
production process or a new service. Reaching a higher level on that scale 
represents an important milestone, which needs again thorough discus-
sions about the insights gained and about the better view on the size 
and content of the upcoming/ remaining work packages. Th at review is 
needed over and over again to make the basic and thorough choice to 
continue an idea or to stop it at some of these TRL levels. It is clear that 
also these decisions are diffi  cult, but for diff erent reasons than the ones 
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applied for the fi rst TRL level. Indeed, the achievement of a higher TRL 
level represents quite an investment of resources such as human resources 
(skilled researchers) and capital investments (experimental equipment). 
When stopping a project a substantial amount of fi nancial means will 
have been consumed and these will not generate a direct return any lon-
ger. Beyond that, and usually even worse, precious “time-to-market” is 
lost. It is a good practice to attach top-level attention to these decision 
moments. One way to do this is to systematically use the project—or 
even the work package level steering committee concept. Depending on 
the corresponding TRL level a diff erent composition of the steering com-
mittee can be appropriate. For example, at higher TRL levels the contri-
bution of marketing, applied technology, and production skills will be 
benefi cial, whereas at lower TRL levels colleagues from other R&D&I 
departments, thus representing the same basic skills but from a diff erent 
technology angle, can help broadening the horizon. 

 Th e scientifi c work related to the lower TRL levels nowadays has fewer 
requirements on the location of the laboratory and technology center. 
Of course, an ecosystem is needed, which enables among other things 
good scientifi c exchange and which allows for short “proof-of-concept” 
types of experiments and/ or computer simulations. Th anks to the mod-
ern information technology these types of interactions and these type 
of services can be organized virtually on a global scale. Th is is even an 
advantage for a broad and diverse input to the idea generation process. 

 For the work on the higher TRL levels usually experiments on various 
sizes of equipment are needed. Th is means that laboratory and pilot plant 
scale facilities must be available. Th ese represent substantial investments 
that take time to be installed. In this stage of the innovative work, time is 
a critical factor and even a practical idea killer. 

 One consequence is that laboratories are increasingly built as multi-
purpose facilities. Th ey can be modifi ed and adapted rather quickly to 
various types of experimental work, on the basis of a well-deployed sup-
porting experimental infrastructure. 

 Another consequence is that public infrastructure such as technology 
and business incubator centers is generated throughout the European 
Union. Some of them off er experimental space on a rented basis. One 
example of this in Belgium is Innotek, a public undertaking that off ers on 
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a for-rent basis offi  ces and space for experimentation in technology at two 
locations, see Fig.  13.7 . Th e neighborhood of among others high-quality 
scientifi c service providers such as vito and an international school creates 
a valuable ecosystem.

   Multiple examples exist around the concept of public-private partner-
ships for enabling easy access to experimental facilities. One type of these 
partnerships is dedicated laboratories that companies embed in a univer-
sity campus. Several advantages exist for such an approach, of which two 
are mentioned here, because they proved to have a strong eff ect in practice. 

 One advantage is the ease to work with bachelor- and master-level 
students, off ering them a topic of industrial relevance for their theses, 
providing them with easy access to dedicated and up-to-date experi-
mental equipment and being able to coach them out of an industrial 
expertise, on top of the academic guidance needed for such thesis-level 
work. Th e structured interaction between an academic and an industrial 
coworker is an inherent element and proves to be an inspiring and valu-
able side eff ect. An additional aspect is that one can help educate the stu-
dents about applying the best practices of safety and of quality assurance 
while doing the experimental work. Both aspects are common practice in 
the meantime in industry and large RTOs, but even today they are less 
explicitly implemented at universities. Finally, reporting directly into the 
company proper knowledge management system is facilitated. 

 Th e second advantage is the possibility to host a team of company 
researchers away from the interference of day-to-day business-related issues. 
Experience shows that the pressure from short-term problem- solving needs 

  Fig. 13.7    Technology houses of Innotek in Geel and Mol (Belgium)       
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is diffi  cult to resist. Short-term successes are much more visible and stron-
ger arguments in practice versus the long-term damage caused by regular 
interruption of basic innovation work. Just the mere fact of allowing a team 
of company coworkers to deploy their activities a bit outside of the corset of 
company rules, habits, and culture proves to be refreshing. 

 Another type of partnership is that companies deploy some of their 
teams in highly specialized RTO’s that off er access to experimental equip-
ment, which is unique in the world and beyond the investment capac-
ity of even large companies. Strong examples are IMEC in Belgium, for 
microelectronics-related work, and CEA in France, for energy topics. 

 If the dedicated equipment is not yet easily accessible or not locally 
available, public-private partnership initiatives were taken in the recent 
years to generate them. One example of this is the Flanders Materials 
Center (FLAMAC). Th is is an initiative that aimed at providing the 
facilities for doing high-throughput experimental work in the fi eld of 
material science. A few companies, leaders in the fi eld of material tech-
nology but with complementary product portfolios, joined forces with 
the major industry association and the regional public funding agency 
to build up an impressive, “open access” type of experimental infrastruc-
ture embedded in a university campus. Fig.  13.8  shows schematically the 

  Fig. 13.8    Example of high throughput experimental equipment installed 
and competencies developed at FLAMAC       
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high-throughput experimentation competencies developed and some of 
the experimental equipment installed. Th e joining of forces included the 
cofunding of this multimillion-Euro laboratory by the industrial partners 
and their membership of the advisory board, so that their management 
expertise and methods were available to the team. A scientifi c sounding 
board was installed as well, to include the experience and the needs of 
various universities in the work program.

   A second example is the joint undertaking of a few companies, together 
with a university and the regional funding agency to develop and build one 
of the most performant transmission electron microscopes in the world. 
Th is tool, called QUANTEM, shown in Fig.  13.9 , is a critical asset for top-
level materials technology development work, and easy access to it is a strong 
competitive advantage. Th e collaboration model had several elements: the 
co-fi nancing of the investment yielded a multiyear priority access right to the 
analytical capacity, and dedicated training of company coworkers ensured 
the development of their skills of scientifi c interpretation of the results, thus 
enabling high scientifi c value to be gained from the experiments.

   Th e above descriptions focused on the laboratory scale of the experi-
mental work. For the other type of experimental work, related to the 
upscaling of the production processes, typical for the higher TRL scale 
levels, much larger types of equipment such as pilot plants are needed. 
As of today, this equipment tends to be custom designed and built on 
purpose, with limited fl exibility with respect to its application. Th e size 
of the equipment is usually such that it needs to be built and operated on 
an industrial site, to benefi t from the skilled production workforce and 
from the utilities and logistics infrastructure. With all these boundary 
conditions it becomes clear that this activity is almost exclusively done by 
industrial stakeholders. Th e role of the public agencies is important on 
the level of substantial subsidies to the investment. Nevertheless, there is 
room for the evaluation and discussion of a higher level of public–private 
partnership for this pilot plant activity. Indeed, this upscaling step, getting 
the product and the process close to the commercial application proves 
to be a “valley of death” in too many recent examples in the European 
Union. Among the many reasons for this, one needs particular atten-
tion, and that is the speed of deployment of the pilot scale experiments. 
Th e public–private partnership provision of multiple-purpose, fl exible 
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pilot plant scale equipment to perform the most common processing 
unit operations would help. Having these processing units designed to 
be mobile and to be able to operate on the basis of a “plug-and-play” 
principle could allow the faster assembly of a pilot plant experimentation 
facility. Some limited public—and somewhat more private—initiatives 
were started, though. For example, some of the large industrial parks of 
the chemical industry in the European Union have evolved from a sin-
gle company activity to a multiuser site. Examples exist that the former 

  Fig. 13.9    The performant Transmission Electron Microscope (QUANTEM) 
installed at the University Antwerp (Belgium)       
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 central  process  engineering divisions were transformed into pilot plant 
scale service providers. An EU-wide, coordinated approach to deploy 
these concepts further has clearly amplifi ed its value.  

5     Collaborating in Consortia 

 Th e European Union—as well as many other parts of the world—is faced 
with substantial technological, economical, and societal changes that 
happen or need to happen. Among these changes are addressing the lim-
ited material resources, the need for sustainable energy supply, and clean 
mobility. Companies operating in these markets need to adapt or even 
better seize the opportunities generated by these changes. Th e innovation 
eff orts needed are substantial and far-reaching, and the timing of this 
need is immediate. Th is is well understood by the public bodies in the 
European Union and beyond, and several initiatives are taken. Among 
the many initiatives, industry increasingly sees particular value in joining, 
promoting, or even initiating joint public–private undertakings. 

 One of these public–private undertakings that deserves attention is 
the Knowledge and Innovation Community (KIC) of the European 
Institute of Innovation and Technology (EIT). Several of the KICs exist 
already, each focused on a specifi c topic. Th e reasons for their installa-
tion are that the classical pathways toward innovations in their respective 
fi elds bear the risk of not addressing the most critical needs. Th e societal 
 acceptance of the need for these innovations and of the need for the 
diff erent behaviors of the European citizens in dealing with these major 
societal topics are of the utmost importance. Typically, neither company-
driven nor university-driven innovations alone can yield these solutions. 
Th at is exactly the unique approach of the EIT: it aims at combining 
technology innovations with education and with new business. Taking 
the example of the recent installed EIT-KIC on raw materials, a large 
consortium was built up, with about 40 private companies, about 40 
universities, and about 40 RTOs throughout the whole European Union 
(see Fig.  13.10 ). Th e consortium has a business plan for a time period 
of about 7 years with an integrated budget of more than €1 billion, of 
which about 30 % is funded by the European Union. Th e  deliverables are 
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multiple and challenging; they include the training of several  thousand 
master’s degree students with a focus on raw materials issues, the devel-
opment of Massive Open Online Courses (MOOCS) on the topics, the 
generation of several patented innovations, and the starting up of many 
new small  companies. To that aim, collaborative innovation approaches 
are structured and regular technology brokerage events foreseen. Venture 
capital funds are defi ned as one of the target participants to these events. 
Th e management and the advisory board of the consortium combine 
working experiences in public and academic institutions as well as in 
private companies.

   Another recent example is the Energy Materials Industrial Research 
Initiative (EMIRI). Th is association is driving forward research and inno-
vation in the fi eld of advanced materials for low-carbon energy applica-
tions. Innovative energy technologies are required to cost-eff ectively meet 
Europe’s energy and climate change challenges. Th ese technologies will 
be enabled by the introduction of new, advanced materials. 

  Fig. 13.10    Example of the members of the consortium of the Knowledge 
and Innovation Community on Raw Materials of the European Institute of 
Innovation and Technology       
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 By bringing together research, industry, and trade organizations, and 
leveraging Europe’s world-class capability in advanced materials, EMIRI 
aims to contribute to generating tangible growth in economic value 
and employment opportunities for Europe. About 60 members of this 
association assemble together in regular technology brokerage events, in 
which ideas are collected and prioritized, dealing with the scientifi c needs 
of the Strategic Energy Technology (SET) plan of the European Union. 
Th e results are off ered to the stakeholders at the European Commission 
as possible guidance for the allocation of the public funding support in 
these areas. For the members, the benefi ts include the ability to have 
a voice in long-term priorities, to be informed about EU and member 
state priorities, and funding opportunities. Th ere is also a benefi t from 
the enhanced visibility of European and national policymakers as well as 
being part of a proactive, motivated network of potential future consor-
tium partners. 

 Finally, we would like to share the positive experience we have had 
in joining public initiatives on the EU level, such as the European 
Innovation Partnership on Raw Materials (EIP-RM) and the High Level 
Expert Group on Key Enabling Technologies. All of these joint undertak-
ings provide insights about the needs and thinking of other stakeholders, 
which are sometimes part of the same value chain or which have similar 
challenges on diff erent technologies. Th e stakeholders consultations are a 
key element of the European Union way of defi ning actions and priori-
ties, thus it is almost a duty for companies active in this market to con-
tribute to the best of their knowledge.  

6     Financing the Innovation Efforts 

 Private companies active in the medium-to-high-tech technology industry 
invest typically between about 3–8 % of their annual turnover in R&D&I 
activities. Benchmarking these activities in between companies of diff erent 
sectors, or even within one company with a broad portfolio of activities, 
is facilitated by the use of a common defi nition of the scope of R&D&I 
activities. A helpful guideline for this can be found in the so-called Frascati 
manual of the OECD. Th e percentage of the annual turnover invested in 
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R&D&I activities is also a good key performance indicator for input into 
the innovation process. Typically medium- to large-size companies pay for 
their R&D&I eff orts through their cash fl ows. Sometimes, however, for 
large-sized projects, special bank loans can be used in addition, such as the 
ones granted by the European Investment Bank (EIB). It is expected that 
this off ering could be enlarged in the framework of the European Fund 
for Strategic Investments (EFSI) initiative of the EIB. For smaller-sized 
companies the venture capital market off ers interesting opportunities. 

 Companies can also count on support of public funding sources. 
Typically, for a company with a solid record of accomplishment of inno-
vations leading to job creation and a professional way of dealing with the 
funding projects, an order of magnitude of about 10 % of the R&D&I 
budget can be funded through public sources. Usually, various funding 
instruments, such as regional level ones and EU Horizon 2020 ones, can 
be combined in the R&D&I portfolio, each for diff erent purposes and 
for diff erent projects, of course. Th e use of various funding channels is 
justifi ed by the diff erent purpose of each one. Regional funding instru-
ments can typically have specifi c expectations about the creation of jobs 
locally through the valorization of the innovation results. Th ey can also 
attach for medium- to large-sized companies a requirement on the grow-
ing of the local innovation ecosystem along with the funded innovation 
project. Other funding agencies defi ne their evaluation of the return of 
a funded innovation project more on a monetary basis. Th is includes 
then, for example, licenses that are sold for granted patents resulting from 
the funded innovation project. Some funding agencies have a long-term 
strategic objective and wish to contribute to ensuring that a specifi c tech-
nology competency is grown in the geographic area. High-level fund-
ing instruments such as the EU Horizon 2020 target the promotion of 
EU-wide collaborations in between companies, universities, and RTOs 
from diff erent EU countries. Also strategic considerations are increas-
ingly implemented, for example, by “earmarking” projects that apply for 
funding when they address a common strategic objective such as ensuring 
the supply of critical raw materials to the European technology industry. 

 Next to the project-based funding approach, and also longer term 
program-based funding initiatives exist. One example described above 
is the multiyear funding by the European Institute of Innovation and 
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Technology on the basis of the business plan of a KIC. Other examples 
are the funding through the European Space Agency (ESA). 

 Finally, some countries apply direct cost-reduction measures for 
R&D&I activities by the elimination of some of the indirect cost ele-
ments associated with employment. 

 Th e R&D&I investments to be done are decided and reviewed typi-
cally during the annual budgeting process. Th e construction of the budget 
proposal usually starts as a bottom-up initiative, structured to a substantial 
degree on the work programs and work packages needed to move tech-
nologies up the TRL scale. Th is has in several companies elements of a 
“zero-budget-basis” approach, in which it is assumed at the beginning of 
a business cycle that there is no budget need if there are no work packages 
defi ned. Added to that are budget wishes related to longer term and more 
generic competency needs, including the fi lling up of the HR pipeline for 
technical skilled coworkers. Th e latter budget part has a higher intrinsic 
degree of continuity over a time horizon of about 5 years, thus it doesn’t 
start from a “zero budget basis,” and it constitutes typically around 20 % of 
the total R&D&I budget. Experience suggests that the sum of these bot-
tom-up wishes needs to be balanced against the expected business situation 
for the next business year. Th at is the more “top-down” part of the budget-
ing process. For this balancing eff ort it is generally helpful to have defi ned 
a kind of “top ten” ranking of the most important technology develop-
ment programs. Such a ranking typically spans several business years for 
materials technology activities. Priority can then be given to ensure the 
budget needs of these top ten strategic programs. For the remaining part 
of the budget proposals usually a scaling down of the desired eff orts is 
needed. Th is scaling down can be achieved in several ways. One approach 
is to look for a lower intensity of the proposed work packages. Th is usually 
leads to a delay of the milestone resulting from that work package. Another 
approach is to look out for a diff erent way to do the experiments—such 
as using a smaller scale of equipment—or even to replace some of them 
with computer simulations. Alternatively, one can look out for a more cost-
eff ective—external—supplier that takes care of doing the work defi ned in 
the work package. However, it is unusual to make compromises that risk 
the reduction of the fi delity of experimental results, for example, by reduc-
ing the number of experimental data points proposed. 
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 In recent years it has become common practice to treat one part of the 
R&D&I eff orts as expenses that are fully paid within one business year, 
and another part as investments that are written off  over a longer period. 

 Managers of industrial R&D&I activities know that their role in the 
budgeting process is to clearly communicate about the “devil’s triangle.” 
Budget processes are ultimately about which position a company wishes 
to occupy within the triangle between cost—quality—speed for its tech-
nology work packages, and programs. An objective of high quality and 
high speed comes almost automatically with a high cost, and vice versa.  

7     Applying Best Practices from an Industrial 
Perspective 

 Industrial activities are deployed in a truly globalized world. More than 
any public agency in the world, a private company needs to fi nd ways 
to continuously adapt to global competition, which means among oth-
ers to fast changing boundary conditions. Th is has led to the ability to 
quickly adopt best practices from the global industrial experience pool. 
A few examples will be explained below. Th ey have been chosen because 
of the positive experiences made with them, and because of the fact that 
they are to our knowledge less commonly applied in public science and 
technology undertakings in the fi eld of materials technology. 

 A fi rst example worthwhile to document is the drive of the industry to 
systematically apply quality assurance methods in their R&D&I under-
takings. Th e methodology of quality assurance measures was developed 
in the mid-twentieth century, and gained widespread popularity in the 
worldwide automotive industry, both with the original equipment manu-
facturers (OEM) as with their Tier 1 and 2 suppliers, in the second half of 
that century. Nowadays, it is not only common practice but even a basic 
requirement for operation in this sector—and others—to have a high-
level, certifi ed quality assurance system in place. At fi rst glance, when 
preparing to introduce such a methodology, one is tempted to see only 
the additional eff orts required and the costs associated with them without 
an immediate return. For example, a quality assurance system requires 
quite some level of documentation of the activities: the experimental pro-
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cedures have been explicitly described, the maintenance and repairs to 
experimental equipment need to be recorded, and the decision processes 
elaborated, and so on. Industry experience shows that this process is 
healthy as it quickly helps to remove ambiguity and to trace back origins 
of unexpected results. Also a very common experience is that the fi delity 
of the experimental results is increased by the rigid requirements of regu-
lar calibration of the measurement tools, and by the thorough upfront 
analysis of the reliability of the measurement tool and of the measure-
ment procedure for the parameters sought to be evaluated (Measurement 
System Analysis, MSA). Th en the “good old habit” of repeating experi-
ments to enable statistical evaluations of the experimental results is pro-
moted again. Equally, the laborious eff ort to make a measurement error 
analysis enjoys renewed popularity. All of this is highly valuable especially 
for the work at the low TRL level. While this work has characteristics 
of discovery and inventions, it is the basis for substantial subsequent 
investments, thus the experimental foundation must be rock solid. At the 
higher TRL levels the value lies in performing extensive failure mode and 
eff ects analysis (FMEA). In a nutshell this method calls for a systematic 
desktop analysis of what can go wrong during the manufacturing but also 
utilization of a materials technology. For each of the theoretically identi-
fi ed failure modes an assessment of how frequently this could happen 
and what the eff ects are on the product quality when it happens must be 
done. Th e product of potential frequency and possible eff ect yields the 
criterion for defi ning preventive actions and potential remediations. Th e 
value of these exercises is that it forces the development actors to really 
think thoroughly about their product and its performance in a system. 
Th e results support a stable operation of the production and a constant 
quality of the product. 

 Discussing this with nonindustrial stakeholders in the fi eld of materials 
technology, especially the ones that contribute to the invention/ discov-
ery phase (TRL1), usually yields the comment that rigid quality assur-
ance procedures kill creativity. University stakeholders refer to the peer 
review process of publications as the preferred way to guarantee quality. 
Both are not correct in our experience, and therefore we plea for defi ning 
constructive approaches to increase the adaptation of these best practices 
throughout all the actors in the innovation ecosystem. 



354 E.S.J. Lox

 Th e second example we want to highlight has to do with people’s 
characters and with cultural habits. In a global competition environment 
such as in today’s industrial undertakings, one develops both the open-
ness to deal with being challenged regularly as well as the willingness to 
implement corrective measures resulting from these challenges. Failure to 
do so usually results in organizational changes at the personal level and 
economic stress at a company/ sector level. Many examples are available 
in the public domain to document this. Th ese challenges can be struc-
tured as internal audits in which company colleagues critically review 
what topics are worked at in which way. Internal benchmark experiences 
can then generate proposals for improvement of the operations. Other 
internal ways to achieve this goal are to implement key performance 
indicators (KPI) also for the innovation work. Value was found in defi n-
ing a portfolio of indicators, with some relative to the input parameters 
(e.g., R&D&I budget as percentage of turnover), some to the process 
of the innovation work (e.g., percentage of milestones reached on time) 
and some about the output (e.g., percentage of sales resulting from new 
products). A systematic follow-up of these indicators and a thorough 
analysis of reasons for change and for non-attainment of the targets give 
insight into areas for improvement. Finally, of course external consultants 
can be engaged as well to generate a critical review and to off er external 
benchmarks. 

 A third example deals with the fl exibility to transgress company/ sector 
boundaries and to engage in collaborations. Some examples of collabora-
tion initiatives have been described above; they are relevant typically for 
the innovation work on a low TRL level. For the high-TRL-level work, 
when fi nishing the defi nition of a new product, for example, value is 
found in engaging in selected collaborations along the value chain in 
both directions, upstream and downstream. An upstream value chain col-
laboration is, for example, with a raw material supplier. Here the inten-
sive interaction can yield cost reductions by the joint defi nition of the 
product specifi cation, so that only the relevant parameters are recorded. 
Also the cost of the quality checks can be reduced along the chain if they 
are only done once, for example, only at the supplier side. Moreover, if 
the raw material supplier has an insight in the next processing steps done 
with the downstream partner, he can come up with innovative product 
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characteristics that facilitate these subsequent steps. A downstream value 
chain collaboration is established with the customer that integrates the 
materials technology in a system that performs a function. For example, 
an automotive emission control catalyst is supplied through the interme-
diate of a canning company to a car maker (OEM). Th e car maker inte-
grates this materials technology into the powertrain of the vehicle. For 
reasons of optimal performance and durability, this integration requires 
quite some programming of the engine management system (EMS). A 
deep understanding of this interplay between materials science aspects of 
the automotive catalyst on one hand, and the performance characteristics 
as part of an integrated system on the other hand, is important to the 
optimization of the cost of the whole system. 

 To conclude it should be mentioned that industry has developed the 
insight that there is a lot of value in the regular exchange of best practices 
about innovation and about other elements of business undertakings. For 
the aspect of innovation, this exchange, fully within the boundaries of the 
competition laws, is facilitated very well by the dedicated industry asso-
ciation called the European Industrial Research Managers Association 
(EIRMA). Particular value is generated by the possibility to share lessons 
learned and best practices developed about innovation processes across 
the industry sector boundaries. Some large RTOs are also members, and a 
structured interchange with the European University Association (EUA) 
as well as with the European Association of Research and Technology 
Organizations (EARTO) takes place. Th ese exchanges between crucial 
stakeholders of parts of the innovation value chain will add to the needed 
resilience capacity of innovation in the European Union.  

8     Take Away 

 Th ere is a continuous need for innovation to secure the technology basis 
of the enterprises in the European Union for their business success in a 
globalized word. Both public and private actors play their crucial indi-
vidual roles in the innovation process. Alignment and orchestration of 
their contributions is increasingly needed to deliver top-quality-level suc-
cesses on time in a fast changing environment. Th is coordination process 
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should be guided more by fl exibility, dynamism, ability to learn across 
borders, and the willingness to accept best practices from a global pool, 
rather than primarily by rule setting. Enterprises have developed these 
basic skills of resilience to be able to exist and blossom in an environment 
of global competition. Th e innovation processes in the European Union 
will benefi t from even more by valuing this way of doing things.      

  Acknowledgments   Th e author thanks colleagues at Umicore, many friends in 
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critical and constructive review and the format of the messages.  

9      Appendix           

 CEA  Commissariat à l’énergie atomique et aux énergies alternatives 
(French Alternative Energies and Atomic Energy Commission) 
  www.cea.fr     

 EARTO  European Association of Research and Technology 
Organizations   www.earto.eu     

 EIB  European Investment Bank   www.eib.eu     
 EIP-RM  European Innovation Partnership on Raw Materials 
 EIRMA  European Industrial Research Management Association   www.

eirma.org     
 EIT  European Institute of Innovation and Technology   www.eit.

europa.eu     
 EFSI  European Fund for Strategic Investments, an investment 

initiative of the EIB 
 EMIRI  Energy Materials Industrial research Initiative   www.emiri.eu     
 EMS  Engine Management System, the computer that controls and 

steers the operation of the engine 
 ESA  European Space Agency 
 EU  European Union 
 EUA  European University Association,   www.eua.be     
 EU Horizon 

2020 
 The funding program of the EU launched in 2014 

 FLAMAC  Flanders Materials Center   www.fl amac.be     
 FMEA  Failure Mode and Effect Analysis 
 Fraunhofer  A leading organization for technology development in Germany 

(  www.fraunhofer.de    ) 
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 IMEC  A world-leading research institute in the fi eld of 
nanoelectronics, located in Belgium   www.imec.be     

 Innotek  A business incubation center located in Belgium   www.innotek.be     
 KIC  Knowledge and Innovation Community 
 KPI  Key Performance Indicator 
 MOOCS  Massive Open Online Courses 
 MSA  Measurement System Analysis 
 OECD  Organisation for Economic Cooperation and Development, 

  www.oecd.org     
 OEM  Original Equipment Manufacturer, a designation for car 

companies 
 R&D&I  Research & Development & Innovation 
 RTO  Research and Technology Organization 
 SBO  Strategic basic research (Strategisch Basis Onderzoek), a 

governmental funding program type in Flanders 
 SET  Strategic Energy Technology, an initiative of the EU 
 Umicore    www.umicore.com     
 vito  a leading European independent research and technology 

organization headquartered in Belgium   www.vito.be     
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Some ideas are far-reaching and may primarily serve to stimulate further 
discussion in the marketplace of ideas about the future of Europe. 

 Th e set of recommendations was also meant to contribute to the 
 setting of corporate strategic priorities: It brings forward important pro-
posals regarding (1) the interaction between the private and the public 
sectors, as well as with academia and the research world; (2) recommen-
dations aim at fully unfolding the potential of Public–Private–People 
Partnerships (PPPPs); (3) the signifi cance of innovation-carrying public 
procurement is pinpointed; (4) a widening of the debate about intel-
lectual property; and (5) suggestions on how to activate and make use of 
new fi nancing strategies are meant to help business and fi rms frame their 
innovation policies in a more strategic and all-encompassing way. 

 Th ey involve the regular use of European Council meetings for a com-
prehensive discussion of a citizen-centered theme; measures to reduce the 
innovation divide in the single market and assistance in building national 
innovation ecosystems; measures to radically improve policy coherence 
and impact assessments, through the design and implementation of new 
models for impact assessments; the option to create a EU Commission 
vice president without a portfolio, responsible for strategic collaboration, 
mentoring, and coherence in innovation policy management; the regular 
discussion of innovation ecosystems’ development in joint and inclusive 
Council meetings; a review of the “comitology” procedures and a rapid 
and signifi cant reduction of regulatory rigidities and costs. In what fol-
lows, the reader will fi nd the original recommendations as well as some 
comments about their rationale and their eff ects and follow-ups. 

 Even though the authors and contributors to this book have a deep 
sympathy for Europe and are aware of the benefi ts of European integra-
tion, they are equally convinced that Europe is in urgent need of a fresh 
conception and possibly even a new paradigm necessary for regaining its 
attractiveness. However, in order to sharpen their arguments and con-
tribute to a high-quality public discourse, the authors feel it useful to be 
outspoken and to think “outside the box.” Th erefore, we may not always 
appear kind in dissecting the dysfunction of the present EU “regime” 1 or 

1   In political science, a  regime  is the form of government and the set of rules and norms, etc., that 
regulate the operation of a government, intergovernmental institutions, and interactions with 
societies. 
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the repeated failures to develop meaningful policies, notably for promot-
ing innovation and economic and social well-being, in a coherent way. 

 Yet, there are already a number of elements in place that may lend 
themselves to become part of an innovation ecosystem approach. And the 
Commission seems intent on taking further steps forward, treading pragmat-
ically, carefully, cautiously, and even hesitantly. Th is is refl ected in President 
Juncker’s quote 2  from many years ago: “We take a decision and wait to see 
what happens; if nothing, we move forward to the point of no return.” 

 Obviously, the Commission, like all proud and self-confi dent adminis-
trations, believes it may be best to invent all good ideas itself. So the 2014 
EU Commission started with good sense when dividing portfolios and 
tasks to nominate vice presidents with a policy-steering and coordinating 
role; any resemblance with our recommendations (see below) to ensure 
more coherence in EU policymaking may be purely coincidental. Th e 
establishment of the “European Policy Strategy Center” as the EU presi-
dent’s inside think tank is another interesting incremental innovation. 
However, in order to merit the term  radical innovation , the EPSC, like 
the Joint Research Center (JRC) should not be part of the administrative 
hierarchy, but fully autonomous. Th e reorganization of impact assess-
ment promises some improvement, but also falls short of the need for 
full independence, which the High Level Group advocated (see below). 

 For the fi rst time, the 2014 Commission introduced a fi rst vice presi-
dent with the politically important responsibility of better regulation; 
a fi rst step toward regulatory innovation. His fi rst piece of work, the 
Communication on Better Regulation, though, falls short of real regula-
tory innovation, but is nonetheless a remarkable improvement compared 
to previous thinking about better regulation or regulatory simplifi cation, 
that is, concerning consultation processes and impact assessment in all co-
decision-making institutions. But more than mere hope it doesn’t yet off er, 
while the internal opposition of powerful bureaucrats and external ones 
as in the traditionalist European Parliament give us reason for wariness. 

 Digitalization and social inclusion have moved up in political impor-
tance. Th e new commissioner for research is investigating innovative 
funding possibilities—a good start—but what about coordination with 

2   J. C. Juncker (1999), Interview in  Der Spiegel  52/1999, p. 136. 
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national and private funding and strategic alignment? Even more applause 
will come if he takes on those who impose the most outlandish bureau-
cratic procedures (up to 70 pages for a single project), excessive fragmen-
tation of sectors, and planning as if research is not a journey into the 
unknown. Attempts for a digital union or an energy union merit intensi-
fi ed pursuance, because both, and the cross-fertilization between them, 
are essential for the postindustrial economy, but the keys to research and 
innovation need to be turned simultaneously to have competitive eff ects. 
Th e Commission must have the courage to design all its research fund-
ing together with industrial and research hubs in order to seek maximum 
economic and social benefi ts and minimum costs. And the Parliament 
should control the Commission, but not muddle in its work. 

 Th e Commission package on a circular, resource-effi  cient economy 
can be the starting point of a new, more resilience and innovation and 
less regulation-bent approach to sustainability, and eventually it should 
become an overarching political objective. Th is is a key challenge for the 
two new senior advisors for innovation and sustainability respectively and 
the vice presidents looking after policy coherence. Moreover, the elabora-
tion will require taking into account the diff erent implementation chal-
lenges that will emerge both in the business-to-business sector and in the 
business-to-consumer sector. 

 In the setting of objectives and the organization of the key directorate- 
general for growth the right choices are being made: completion of the 
single market, supporting a high-performing industrial base, and bet-
ter regulation. It recognizes that the main drivers in the economy today 
are digitalization, resource scarcity, and industry services links, and their 
impact on business models, fi nancing, and regulation. It seeks more 
cross-fertilization and synergies between industry and services in the 
single market, and facilitates more policy coherence, as advocated in our 
recommendations. 

 While there may be more reforms on the drawing board, one can-
not help but notice that overcoming silo thinking and turf defense will 
require a strong steering role by the vice presidents and the president 
himself, supported fi rmly by the European Council. It concerns after all 
the better realization of our Common Good, and the very credibility of 
the EU itself. 
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 Th ere is even a nucleus of regulatory innovation and of new consultations 
with stakeholders, but both still fail the radical innovation test, not least 
because conservative veto players, some industries, some nongovernmental 
organizations and, alas, the European Parliament still hold their ground.      

1     Appendix I: Recommendations by 
the Independent High Level Group 
on Innovation Policy Management (2013) 

 Recommendations for unleashing eff ective innovation. 
 Eff ective innovation requires a set of seven key activities:

•    Optimize the embryonic European innovation ecosystem  
•   Improve policy coherence  
•   Reduce regulatory complexity and rigidity  
•   Eliminate obstacles and provide new funding to innovation  
•   Facilitate industrial cooperation and re-interpretation of competition 

law  
•   Take an encompassing and inclusive view of intellectual property  
•   Increase the innovation potential through user and consumer drive    

 Th is section examines each recommendation in detail.

    1.    Optimize the embryonic European innovation ecosystem     

 Our core recommendation is to optimize the embryonic European 
innovation ecosystem. Instrumental recommendations relating to policy 
and management below are derived from this core recommendation. 

 Europe still urgently needs refreshed eff orts to change minds and prac-
tices about what stimulates or inhibits innovation, even though a lot has 
been done in recent years. Eff orts need to move away from linear think-
ing toward dealing with the interactions of the various factors and actors. 
Th e world’s most competitive economies show that it can be done. 

 However, it requires the broadening of traditional R&D and the fund-
ing approach. Both need to involve products, processes, and intangible 
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innovations (such as design), and to cover industry and services, business 
models, management, and public governance. Optimum governance and 
management of the innovation ecosystem is needed to ensure all available 
resources are used. 

 A temporary, independent tripartite advisory group, composed of 
experts from governments, business, universities, or national innova-
tion bodies, is an indispensable tool. Th e advisory group will complete 
the innovation ecosystem by developing strong and unconditional 
relationships with the key stakeholders, and by encouraging action. 
It should provide advice to the responsible European and national 
authorities on:

•    managing the complexities of innovation and the multiple interfaces;  
•   converting perspectives in a globalized economy;  
•   guarding strategic agility and a market oriented, bottom-up approach;  
•   redesigning governance tools;  
•   university-business, stakeholder cooperation, and peer review 

mechanisms;  
•   impact assessment for competitiveness;  
•   transmission between multiple levels of governance and between eco-

nomic sectors;  
•   stimulating entrepreneurship; and  
•   facilitating social acceptance of innovation.    

 Th e EU must adapt its emergent innovation policy to both generic 
and specifi c characteristics of each sector and avoid applying a uniform 
approach to heterogeneous markets. It must also focus more on cross- 
sector innovation opportunities, and on digitalisation in all economic 
sectors (including government). Business strategies and public policy 
objectives need to be mutually supportive and aligned, and particu-
lar attention needs to be paid to the innovation, competitiveness, and 
employment resulting from these relationships. Critical factors that could 
undermine business success have to be eliminated quickly. 

 Independent peer review of regulatory simplifi cation is necessary to 
reduce wasteful regulations, and to review excessively rigid application 
of these regulations. Peer reviews will also help to simplify structures and 
institutional bodies of every kind, particularly those of little current value. 
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 A determined eff ort for cultural change will result from the  executive 
development of those involved, and from transparency and communi-
cation within relevant institutions. Revising human resource policies in 
institutions could also ensure more diverse recruitment, and a result- 
based promotion system may also help to encourage  cultural change. 

 To achieve change, we need to focus on a few key policies, rather than 
focusing lightly on many. We need to ensure coherent policy making through 
effi  cient coordination (from the top); to review the sometimes anti-inno-
vative and/or politicized use of the precautionary principle; and to enable 
independent testing and assessment of the competitiveness of all proposals. 

 Th e EU needs to rethink how societies can better recoup some of 
the multiple benefi ts from innovation, such as publicly funded innova-
tion that has commercial use. Broadcasting the benefi ts of innovation, 
together with evidence-based policymaking and transparency, could 
encourage public acceptance of innovations (even those misunderstood 
or contested). Th e role of the chief scientifi c advisor should be strength-
ened in alliance with national science advisory bodies to ensure more 
scientifi c input in policymaking and policy support. 

 Finally, we need to ascertain the public acceptance of innovations to 
avoid premature “death” of novel ideas and potentially useful develop-
ments. Social acceptance is determined by partnering, and by democratic, 
consensus-building mechanisms. Th erefore, the public needs objective 
information about contested innovative ideas. Th is information needs to 
include in-depth, peer reviewed scientifi c analyses, detail about benefi ts 
and risks, and about risk management

    2.    Improve policy coherence     

 In the view of all the HLG members, this is the most urgent requirement. 
 We need mechanisms to overcome fragmentation in innovation pol-

icy inside EU institutions. Th ese mechanisms also need to address frag-
mentation among member states and between them and EU authorities; 
between business and public authorities; and between administration and 
citizens. Th erefore, there needs to be one overarching authority with full 
responsibility for innovation and competitiveness within the EU insti-
tutions and in each member state. Th is single authority will guarantee 
 overall coherence between countries, sectors, clusters, departments, and 
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their rules and actions. Th e authority will address the ecosystem in its 
entirety to ensure that the innovation-policy mix is coherent. 

 To encourage cooperation between relevant stakeholders and actors, 
criteria need to be set for giving guidance for public governance; for 
exchange of good practice; for independent peer review; and for adapt-
ing governance methods to new technologies. Governance capabilities 
need to be continually refi ned to meet present-day needs and to adapt to 
new technologies (e.g., e-governance). Better framework conditions and 
alignment between European and national policies aimed at stimulating 
innovation requires observing key (global and trans-national) competi-
tive elements by sectors, setting agreed benchmarks, and ensuring hori-
zontal, vertical, temporal, and systemic coherence. 

 We need an integrated approach, similar to the one that existed dur-
ing the development phase of the Single Market: an explicit agreement, a 
kind of covenant, between all the relevant actors, public and private. Th is 
agreement will make fostering innovation, and its eff ects on competitive-
ness and employment, the overarching and imperative goal of EU poli-
cies. Achieving this goal requires a diff erent mind-set and policy toolbox 
from what we see in today’s regulation and policy design, and a funda-
mental overhaul of the government-business relations and consultation 
processes. Policy makers need to approach innovation competitively. 
To set the framework conditions right, the approach needs a sector and 
cross-sector perspective to determine where the key competitive advan-
tages of Europe may lay dormant. Th e approach then needs to focus on 
these advantages.

    3.    Reduce regulatory complexity and rigidity     

 At the interface between the European and national levels, and in the 
various preparatory and decision-making bodies, all offi  cials need to

•    have a realistic understanding of how “naked” research results are 
transposed into markets;  

•   work on the basis of the evidence produced by internationally recog-
nized and peer reviewed science;  
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•   have a comprehensive view of what innovation and competitiveness 
require; and  

•   know which rules and regulations need urgent streamlining, a 
 reinterpretation of their application, or even elimination.    

 While respecting the prerogatives of the institutions, it is imperative to 
set up an interinstitutional, independent EU Impact Assessment mecha-
nism (ex ante and ex post). Th is mechanism will cooperate with national 
centers to assess the economic and social impact of proposals and amend-
ments on innovation and competitiveness. In this context, benchmarking 
and comparing strengths and weaknesses with Europe’s main global com-
petitors should be standard practice for new regulations, and for revis-
ing or interpreting existing regulations. Growth and employment are too 
important to be blocked in the icy sea of the status quo. 

 We need an end to the distortion of the Single Market through the 
additive regulation by regional governments. And we need an end to the 
anticompetitive side eff ects of advisory agencies or committees due to 
selective (if not populist) interpretations of science or of the impact of 
new technologies. 

 Regulatory simplifi cation must be accomplished bottom-up, and con-
crete proposals from stakeholders should be mandatory to be considered 
by the EU Commission within a short timeline. Interpretations of regu-
lations should take into account new research and technologies for inno-
vative risk management and competitiveness, as well as speedy market 
access.

    4.    Eliminate obstacles and provide new funding to innovation     

 Many obstacles in member states and in the EU itself still prevent or 
restrain innovation eff orts and opportunities. Th ese obstacles include

•    limited market access;  
•   lack of effi  cient intellectual property systems;  
•   prohibitive regulations;  
•   fi scal disincentives;  
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•   lack of skilled labor force;  
•   lack of motivated and top-qualifi ed researchers;  
•   lack of entrepreneurial spirit; and  
•   discontinuity and absence of perseverance in R&D and innovation 

policymaking.    

 Th e EU and national governments need to eliminate these obstacles. 
Th ey can do this within their own areas of competence, but in close coop-
eration, and against the backdrop of an innovative ecosystem. 

 Th erefore, improved cooperation is needed between the public and 
private sectors. Th e EU and member states may be asked to encourage 
universities to spend a signifi cant part of public research funding on 
public–private partnerships, or on business–university partnerships. Th e 
renewal of management education may also be necessary. New ways to 
stimulate closer cooperation are needed to align contrasting stakeholder 
agendas with a company’s commercial objectives, and with government 
policy objectives. Th is cooperation will ensure eff ective knowledge trans-
fer and rapid market use. 

 Best practices, as well as current and foreseeable problems in public–
private partnerships (PPP), should be identifi ed to help establish and 
operate national and transnational PPPs in innovation. 

 Cross-border cooperation between research centers should be based on 
intrinsic needs and desires, not artifi cially because of EU funding requirements. 

 To raise funds for innovation projects, we recommend creating a new 
mechanism for incubator and seed capital (rather than focus on venture 
capital which is less suited to the EU model of fund raising). Th is new 
mechanism requires public funding, depending on the risks involved. A 
fund which can spend a signifi cant amount over a period of 5–10 years 
could be accumulated by bringing all EU R&D and innovation work 
under one authority, and will avoid fragmentation and waste. Th e budget 
for Horizon 2020 should not be fragmented over many innovation part-
nerships without a single overarching authority and cross-sector objec-
tives. Th e Seventh and Eighth RFP, Horizon 2020, and the Structural 
Funds fi nancing mechanisms should be coordinated to optimize research 
and innovation processes. New funding should be considered for inno-
vative forms of business-university cooperation, such as joint strategic 
knowledge centers which allow for cross-sector engagement. 
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 Moreover, the existing funding possibilities should be redesigned in 
order to ensure a cumulative mix of funding throughout the chain, 
from research to pre-market access. Special attention must be given to 
cross-sector projects, and to the inclusion of small and medium-sized 
enterprises (SMEs) for which simplicity of regulation and procedure 
is essential. In this context, the idea of innovation bonds should be 
examined again.

    5.    Facilitate industrial cooperation and re-interpretation of competition 
law     

 Clusters should focus on market- and society-driven needs, but should 
also identify age-old indigenous skills, creativity, equipment, traditions, 
and technologies. Innovation clusters can also rest upon these capabili-
ties on which innovation clusters can also rest. Locally successful clusters 
built upon models of “fl exible specialization” in traditional home indus-
try regions could serve as excellent examples. Such clusters should be 
identifi ed and supported. 

 To concentrate innovation policy primarily on SMEs would be insuffi  -
cient. Th e role of corporate “locomotives” must be recognized: in particu-
lar, their leverage in the supply and distribution chains, and the symbiotic 
relations with SMEs, although some may follow diff erent trajectories to 
growth. 

 Unintended side eff ects of other policies that can be counterproduc-
tive for innovation must be eliminated. In particular, an overly strict 
and sometimes misguided application of competition law (though not 
its principles) must be revised and overhauled to facilitate and stimulate 
industry cooperation in the R&D and innovation chain.

    6.    Take an encompassing and inclusive view of intellectual property     

 Th e EU must go beyond a focus on patents and ensure adequate protec-
tion of all forms of intellectual property: brands (including cultural and 
local brands), geographic indicators, trademarks, data, and copyrights. 
Intellectual property must be tailored to the needs and requirements of 
individual sectors. Particular attention must be paid to Europe’s competi-
tive position in design, creativity, history, and culture-based innovation 
and branding. 
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 However, we must maintain a careful balance so as not to paradoxi-
cally hinder innovation. Th ere needs to be a sensible balance between 
sharing information and building on ideas to allow innovation. Equally 
important, the rights of creators must be balanced against other commer-
cial freedoms to allow for full economic potential. 

 Th e EU must eliminate the problem of counterfeiting and illegal 
imports at source by making it a key condition in trade agreements with 
third-party countries. It should enforce respect for all forms of intellec-
tual property in the new media. Th is may help to protect innovations, 
vis-à-vis imitation by international competitors. 

 Patents can be legitimately used to off er protection, but it should be 
examined if some dormant patents could still play a useful role in creat-
ing value. 

 Finally, the EU should seek ways to avoid asset stripping by fi nancial 
operators that may destroy our intellectual properties and manufacturing 
basis.

    2.    Increase the innovation potential through user and consumer drive     

 Demand-driven eff orts need to complement the up until now pri-
marily supply-driven approach to innovation. Innovation processes can 
either be pushed or pulled. A pushed process is based on newly invented 
technology that an organization has acquired, has access to, and seeks 
profi table applications for. A pulled process seeks areas where customers’ 
needs are suspected but are not yet met, and then focus eff orts to fi nd 
solutions to those needs. 

 Th e European Innovation Partnerships (EIPs) need to be reformed to 
make them primarily business driven, which will ensure

•    a bottom-up and market-relevant approach;  
•   coherence in the R&D and innovation chain;  
•   interaction between partnerships; and  
•   participation of EU and national academic experts and business.    

 Th e EIP needs to be linked to the lead market’s concept and its devel-
opment. Th is can be done before even creating an overarching authority 
for innovation. 
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 A result-oriented control system needs to replace (within 1 year) the 
excessive bureaucratic mechanisms. All EIPs need to be brought under a 
single authority for innovation and competitiveness to ensure coherence 
and true innovation. 

 Th e number of partners in PPPs needs to be reduced to become more 
focused and to ensure effi  ciency and eff ectiveness, and they need to be 
combined with a systematic demand policy. 

 Scouting for new ideas, projects, and research needs to happen both 
locally in Europe and globally to create fi rst mover advantages. Industries, 
even small and medium-sized companies, need to operate in European 
and global markets. Th is must be the focus of all innovation policy eff orts. 

1.1     Conclusions 

 A new ecosystem approach needs to start soonest, after the midterm evalu-
ation of the 2020 Strategy, to ensure that no more time is lost on the way 
to strengthening the embryonic innovation ecosystem throughout the EU. 

 A temporary brain trust should be established to provide out-of-the- 
box thinking, based on the best practices in various countries worldwide, 
to EU and member state governments. A blueprint for a new innovation 
policy approach needs to be developed and implemented. Th e blueprint 
needs clearly defi ned objectives and a schedule, as we saw in the successful 
realization of the white paper on the Single Market. 

 A more daring approach will encourage new growth, competitiveness, 
and employment.     

2     Appendix II: Recommendations on Inspiring 
and Completing European Innovation 
Ecosystems—A Blueprint (2014) 

2.1     Innovate the Competitiveness Framework 

 Th e Single European Market itself is one outstanding driver for innova-
tion, for corporations and start-ups alike, but it needs urgent completion 
and proper implementation in order to ensure an innovation-conducive 
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playing fi eld. Th ere are strong public and private research capabilities in 
Europe, but a lot of potential value cannot be realized due to slow commer-
cialization. Th ere is a lot of entrepreneurial spirit out there, but it meets a 
lot of obstacles. Risk aversion in Europe is higher than in other parts of the 
world. Social innovation presents opportunities that go unused, users can 
play a role, but equally important is forward-looking interaction between 
public authorities and suppliers. Th ere is no shortage of money, but it is 
not used effi  ciently enough due to fault lines in the EU system and between 
member states in spite of successful experiences. Sector policies and cross-
fertilization need to be brought in line with overarching political priorities. 
To harvest more value out of our potential, we need to fully develop or 
complete both the European and the national innovation ecosystems. 

    Recommendation 1.1: Set Criteria for Ecosystem Development 
and Completion 

 A series of criteria need to be developed to guide priority setting in order 
to move toward such European innovation ecosystems that is a  shared 
responsibility of all the actors  in it, be they the Commission and govern-
ments, companies, or research centers. Crucial questions to ask and ele-
ments to scrutinize include the following:

•    Does the innovation ecosystem create synergies with or between national 
innovation ecosystems, and does it facilitate and increase their effi  cacy?  

•   Does it respond to a strategic, common European challenge?  
•   Does it draw on the aggregate societal demand in member states and 

does it involve citizens in the innovation processes?  
•   Does it have signifi cant eff ects on growth and employment, if not in 

the short term, at least medium to long term, and in which sectors?  
•   Does it have a positive eff ect on the Single Market for enterprises in all 

sectors, including in removing obstacles to market and on global 
competitiveness?  

•   Does it stimulate entrepreneurship and create space for experimentation?  
•   Does it contribute to the modernization of the welfare systems of the 

member states?  
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•   Does it improve ecological sustainability without hindering 
competitiveness?  

•   Does it build on existing knowledge-based and industrial strongholds 
or develop radical new ones and stimulate cross-fertilization across 
sectors?  

•   Does it contribute to collaboration and the alignment of interests 
between the public sector, private sector, and knowledge institutions?    

 Th e more these questions are answered with a  yes , the closer to perfec-
tion an innovation ecosystems is!  

    Recommendation 1.2: Strengthen Mutuality Between Key 
Components in Innovation Ecosystems 

 Th e advancement, fostering, and maintenance of innovation ecosystems 
requires achieving a  shared vision  and mutual understanding as well as 
 collaboration and alignment  of long-term objectives and standards in 
order to ensure true  commitment  to change. Th is must be the overarching 
approach to developing strategies that take account of the specifi cities of 
each sector and of their interconnections.

    1.2.1    Stimulate co-creation and a learning mind-set among innovation 
actors

•    A more open and diversity-stimulating recruitment policy in public 
administrations and in private enterprises will deliver positive results 
and stimulate innovations in the longer term. Creativity, initiative and 
experimentation, transparency, and stakeholder collaboration need to 
be rewarded through innovations in human resources management.  

•   In the short term, executive development eff orts must be made primar-
ily in public administrations to foster understanding of the impact of 
new technologies, of (incremental and radical) innovations in all sectors 
of the European economy involving cross-fertilization and inter-sector 
developments. Special capabilities are required for coaching innovation 
in the age of digitalization of the whole economy and society.  
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•   Companies, the principal partner for public authorities for competi-
tiveness and employment, should mirror the eff ort in the public sector 
to include public policy challenges in their strategy development and 
to investigate their public value (i.e., their contributions to the 
Common Good), in order to bring a more cooperative and aligned 
business- government interaction and culture.      

   1.2.2    Achieve alignment between market and policy actors

•    Th ere is often little synchrony between business strategies aimed at 
global markets and policy cycles aimed at national elections. While 
these dis- synchronies are inevitable in democratic market economies, 
they can constitute a systemic weakness for long-term investments in 
research and innovation. Some of Europe’s competitors, operating 
with diff erent government models and in diff erent cycles, do not face 
such diffi  culties to the same extent. It is therefore important to explore 
the bottlenecks for R&D&I upfront, for each sector and inter-sector.       

      Recommendation 1.3: Facilitate Co-creation for Global 
Competitiveness 

 In order to be competitive in a globalized and ever more competitive envi-
ronment, companies, large and small, increasingly cooperate and enter into 
partnerships, often also with public authorities or user groups. Th ese part-
nerships allow them to reduce the uncertainty of R&D investments, mini-
mize R&D (transaction) costs, and exploit complementary know-how. Risk 
can be shared, costly duplication of eff orts avoided, innovative products and 
technologies more rapidly developed, and user reactions can be tested.

    1.3.1    Align competition law application with companies’ innovation 
objectives

•    To facilitate cooperation between companies, the way in which com-
petition law is applied in the EU should be aligned with Europe’s 
innovation objectives. Th e Commission could act more in line with 
enabling rather than controlling  business co-operation for the sake of 
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promoting innovation eff orts, allowing experiments in company coop-
eration, in particular in the R&D&I phase.      

   1.3.2    Use competition law to stimulate innovation by eliminating rent 
seeking

•    European competition law can play a useful role in stimulating inno-
vation by eliminating monopolies and cartels and all forms of rent 
seeking, which distort the market functioning and cause inequalities 
in society. Th e Commission should put more emphasis on ex post veri-
fi cation in cases where competition law has been violated or market 
competition restricted rather than prohibiting cooperation endeavors 
a priori when they can have a positive eff ect on innovation.

    1.3.2.1    Facilitate academia-company cooperation

•    More than ever, the university of the future has three key tasks to fulfi ll: 
education, research, and entrepreneurship. Research cooperation with 
companies will benefi t all three tasks. Cooperation should go beyond 
technical and scientifi c knowledge creation and extend to social sciences 
in order to enhance the public and social value of joint research projects.  

•   Networks are key components in the digital economy. Th ey will natu-
rally emerge bottom-up; but a top-down approach may sometimes be 
needed and may be complementary. Th e EU and/ or interested groups 
of member states (variable geometry should apply) or even wider 
groups, such as Eureka, should support emerging or potential ecosys-
tems by incentivizing and facilitating cooperation between companies 
and universities and by jointly eliminating obstacles, including tradi-
tional mind-sets and mobility of human capital from abroad.  

•   Th e networks that could benefi t most from steering from the top 
would be those aiming at developing a new “grand European project” 
(such as Airbus or ITER, etc.). However, it is essential that in develop-
ing such a project only qualitative criteria of a European character are 
applied and national criteria are sidelined and abandoned. It could be 
helpful to seek the advice of non-European experts and universities. In 
the Single Market, member states will profi t from such projects, even 
if they are not directly involved.  



376 K. Gretschmann and S. Schepers

•   Th e idea of “big” projects is worth considering serving as an integrator 
of innovation ecosystems in the Single Market. But it is only worth-
while if from the start such projects are carried out without “national” 
considerations, and are focused purely on research and the global mar-
ket. Th erefore, strict quality criteria must be established up front, by a 
group of experts which include non-Europeans, too. Such projects can 
serve not only to keep high-added-value jobs in Europe, but also to 
attract top talent from outside. Project design and development should 
be done transparently and with stakeholder involvement. Ideas men-
tioned but not further developed concern health (e.g., brain), energy 
(e.g., CO 2  capture and use, electricity storage) and digital networks 
(e.g., big data analytics). Special attention should be given to the 
uptake of new or emerging technologies in traditional sectors includ-
ing promotion and development in indigenous industries and to social 
innovation, which has a huge potential for cross-sector cooperation.                

    Recommendation 1.4: Broaden the Public Funding Approach 

 A principal challenge to innovation fi nancing in Europe is a severe frag-
mentation of funding mechanisms, sources, and approaches alongside 
overly bureaucratic procedures, rather than a lack of funding as such. Th e 
EU and member states must improve the way funding is channeled into 
innovative activities, while keeping an eye on market diff usion and busi-
ness opportunities.

    1.4.1    Broaden the traditional R&D funding to include products and 
services, processes and intangibles

•    Th is is already laid out in Horizon 2020, but this approach should 
become good practice in all funding schemes and strategies by the EU 
and member states. What is required is a widening of R&D funding 
instruments and their integration with enterprise policy.  

•   In particular they should help to create open innovation ecosystems.      
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   1.4.2    Provide support for funding public–private–people partnerships 
(PPPPs) 3  and business–university partnerships (BUPs)

•    Deepening and widening current initiatives of the Commission, the 
EU and member states in particular need to incentivize universities to 
spend a meaningful part of public research funding in PPPPs and 
BUPs and to jointly seek rapid elimination of impediments.  

•   Such funding can help to align contrasting stakeholder agendas with a 
company’s commercial objectives and with government policy objec-
tives. In innovation ecosystems, collaboration between science and 
industry is a key aspect of gaining a competitive edge. Cross-border 
cooperation between research centers should be based on intrinsic 
needs which are not created artifi cially to fulfi ll EU funding 
requirements.      

   1.4.3    Create new mechanisms for incubator and seed capital

•    New mechanisms for incubator and seed capital should be designed to 
attract more capital in the real economy. Depending on the risks 
involved, this requires public co-funding.  

•   Th e creation of independent seed capital fund(s) with public money 
should be considered. It should be managed by private experts to 
ensure fi nancial expertise, a strong science base and market orienta-
tion. Such a fund should provide up to 80 % in seed capital, in the 
form of a loan repayable at an attractive interest rate, if the product or 
service enters the market. If a newly created company—thus fi nanced—
were later sold to a non-European company, there should be a high 
enough compensation and return to the seed capital fund.  

•   A fund specifi cally to support private investors in high-risk innovation 
projects and that operates with various forms of capital provisions 
could be very useful.      

3   Based on the principle of public-private partnerships (PPP), public-private-people partnerships 
(PPPP, or P4) directly include and engage people as major stakeholder in both designing and 
implementing PPP schemes. PPPPs thereby apply a bottom-up and participative strategy, making 
people and civil society more visible in collaborative undertakings. 
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   1.4.4    Off er innovation bonds by expert bodies and innovation 
 fi nancing agencies

•    “Innovation bonds” could prove useful during the present “credit 
crunch” and could be off ered by expert bodies and innovation fi nancing 
agencies created by member states for the careful vetting of innovation 
projects and their feasibility. Th ose projects deemed solid and attractive 
would receive the right to issue long-term “innovation bonds” at a fi xed 
interest rate which, although low, would provide a positive real rate of 
return.

    1.4.4.1    Increase European research funds through institutional austerity 
measures 

 Available European funds can be signifi cantly increased through 
budgetary re-allocation in those EU institutions and projects that have 
exceeded their validity date and whose contributions and benefi ts have 
turned negligible or negative. Th e funds can also be increased by reduc-
ing the many satellite institutions and centers once created for political 
reasons where an independent audit shows a lack of economically useful 
output. Both eff orts should be undertaken within a short time frame.

•    European publicly funded bodies, regardless of their nature, should 
only be set up with precise targets, independent, transparent annual 
evaluation, and in some cases even limited time frames (sunset clause), 
in order to ensure that they remain strategically agile and vigilant to 
deliver added value to the economy and society. Renewal of their man-
date and funding must depend on meeting well-defi ned targets.  

•   Research funds could also be strengthened by channeling penalties 
from competition violations to novel and innovative enterprises.  

•   In light of public budget shortages, special attention should be paid to 
the important role of defense R&D, since defense spending has many 
civil and innovation spin-off s and off ers competitive advantage for 
quite some companies. But the EU must secure better conversion of 
military R&D spending to civil use since it could increase the com-
petitiveness and effi  ciency of all R&D funding.             
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   1.4.5    Develop a portfolio approach for European research funds

•    More of the available funds might be spent through a portfolio 
approach. Th e energy and digital sectors, but also the space or health 
sectors off er some scope for it. Europe may be behind some of its 
 competitors in ICT, but it can still “leap frog,” given a concentration 
of its capabilities. Th is may be a way to help co-shape innovation eco-
systems, stimulate forward-looking policy planning, and facilitate 
buy-in of stakeholders.  

•   In any case, the present dispersive spending methods which aim to 
ensure that everyone gets something ( juste retour  in terms of the EU 
budget), abets a waste of public resources. Procedures must be estab-
lished to eliminate this outdated approach.      

   1.4.6    Adjust taxation strategies to ensure suffi  cient capital allocation 
for productive investments 

 Th e tax systems of member states can be a powerful policy instru-
ment for supporting innovation and can be used to reduce its investment 
costs. Macroeconomic policy, taxation, and monetary policies together 
should ensure that there is suffi  cient capital allocation for productive 
investments. Escape routes and tax loopholes should be closed, yet an 
 incentive-compatible return on investment should be ascertained. Tax 
policies should help favor long-term investments in innovation over 
short-term and speculative ones.

•    Eff orts should be made to provide well-focused tax benefi ts related to 
the costs of promoting innovation (expenses toward experimental 
development, basic and applied research, and related supporting activ-
ities, etc.).  

•   Innovation will also benefi t from accelerated depreciation schemes for 
innovation-related capital and reduced labor taxes on scientists and 
researchers. Zero-rate and reduced-rate VAT and lower corporate tax 
rates for innovation-related profi ts may lend themselves as instruments 
for promoting innovations. In particular very young enterprises would 
see their potential enhanced.  
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•   Th e taxation on IPR has become a global tax competition issue. It 
would be in the collective interest of member states to ensure a level 
European playing fi eld and seek ways to avoid leakage of IPR out of 
Europe for tax reasons.         

   Recommendation 1.5: Take an Inclusive View on Intellectual 
Property 

 Strong and eff ective IPR is crucial in an innovation ecosystem. Th e EU’s 
current system of IPR protection needs considerable improvement: it is 
complex, fragmented, and expensive. It fails to provide legal certainty, it 
allows data leakage in certain procedures, and it is not up-to-date to deal 
with new technologies and their rapid evolution and penetration. 

 With regard to patents, major problems for the uptake of innovation 
arise with regard to high costs and complex procedures for companies to 
patent innovation, legal uncertainty due to diff erent legal frameworks 
in the member states and EU, and the European Patent Offi  ce’s increas-
ing incapacity to handle its rapidly growing workload. Consequently, 
it reduces the opportunities for developers and users of technology to 
launch creations on markets, in particular in a cross-border context.

    1.5.1    Implement a truly European patent system

•    Th e EU must implement and enforce without any further delay the 
European patent system including a truly European patent to establish 
greater harmonization, legal certainty, and reduce administrative hur-
dles and costs.  

•   In order to facilitate co-creation, an open approach must be envisaged. 
It will help and support the opportunities for developers and users of 
technology to launch creations on European markets fi rst.      

   1.5.2    Regulate the ownership of data

•    Th e ownership of data must be regulated: it cannot be considered 
automatic and users/ consumers must be given clear and easy choices 
to opt in or out of potential uses of their personal data.  
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•   IPR on life and nature itself should be forbidden because they must be 
considered common goods. Only when there is a proven and signifi cant 
scientifi c intervention can the latter be protected. But in that case there 
should be clear rules for sharing the benefi ts with local communities. 
Th e EU should elaborate a policy that can serve as a global standard.      

   1.5.3    Exploit other forms of IP protection and strike a balance between 
protecting knowledge and disseminating it

•    Th e EU must broaden its focus and look beyond patents to ensure 
adequate protection of all forms of intellectual property: brands 
(including cultural and local brands), geographical indications (except 
their potential use as a protectionist tool), trademarks, data, and copy-
rights. Intellectual property must be tailored to the needs and require-
ments of individual sectors. Particular attention must be paid to 
Europe’s competitive position in design, creativity, history and culture- 
based innovation and branding.  

•   Furthermore, the EU must strike the right balance between protecting 
knowledge and disseminating it. Intangible knowledge and skills must 
be solidly protected from unauthorized exploitation in order to reward 
innovative ideas and discoveries, maintain and increase business’ com-
petitiveness, and provide incentives for investment in innovative R&D.  

•   Along with the classic four freedoms of the Internal Market, the free 
movement of knowledge must be further enabled and access to it 
 facilitated in order to process and implement this knowledge for the 
creation of new knowledge and innovation in the most effi  cient way.      

   1.5.4    Vigorously address the issue of counterfeiting with conditions in 
trade agreements

•    Th e EU must resolutely address the problem of counterfeiting and 
illegal imports at the source by making it a key condition in trade 
agreements with third countries. It should enforce respect for all forms 
of intellectual property in the new media and elsewhere. Th is may help 
to protect innovations from imitation by international competitors.  

•   Th e EU and member states should ensure that the IPR of all money 
spent, including scholarships abroad, remain or return here and that 
commercialization takes place in Europe.  
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•   Given the value loss caused by counterfeiting for European companies 
and employment, R&D investment in new technologies to avoid it 
should be considered.         

   Recommendation 1.6: Expand the Use of Public Procurement 
to Promote Innovation 

 Th is is undoubtedly a key support mechanism for innovation ecosystems. 
Given the importance of the public sector in Europe, public procurement 
can provide a major stimulus for bringing cooperative suppliers and pro-
active users together, for ensuring consumer-added value, for bringing 
innovation rapidly to market and for knowledge transfer and for keeping 
high value-added jobs in Europe. Th is should be stimulated using exist-
ing EU methods and funding and new ones (collaborative governance) 
across the Single Market and at all levels of public administration and in 
all sectors. 

 Th e recent EU public procurement reforms need rapid and full imple-
mentation and strong political support. So does the Platform on PP, 
which should network actively with major innovation ecosystems and 
their key actors. 

 Th ere is vast scope for innovation and public budget savings too by 
breaking down artifi cial barriers between (parts of ) defense and civil 
procurement.

    1.6.1    Develop an innovative cost-benefi t approach in public 
procurement

•    Any surplus price in a given innovative public procurement project is 
often a very useful investment if one looks at the whole life cycle, the 
improvement of public services and transversal benefi ts in other eco-
nomic sectors. Innovative ways can be found with corporations to 
ensure that successful launches also provide a return for cooperative 
public authorities. Th is similarly supports cost reduction and 
 standardization of welfare provisions, which not only helps competi-
tiveness but also public budget saving.  
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•   By bringing stakeholders together, public authorities from various mem-
ber states can develop joint public procurement and have a signifi cant 
impact on innovation and even be market makers. Th is is an important 
element in the Single Market. Moreover, faster commercialization is 
much needed for Europe’s competitiveness and employment creation 
and in this way they can help companies and operate a virtuous circle.      

   1.6.2    Use public procurement to create demand for innovative goods 
and stimulate research and knowledge transfer

•    Smart customers are just as important as smart suppliers in terms of 
ensuring innovative outcomes of public procurement processes. Th e 
Public Procurement Platform could help to design qualitative criteria 
for how to increase technical know-how and its availability, how to 
ensure that potential customers are aware of new solutions and services 
and how to e-manage the processes.  

•   Public procurement can also help to develop open innovation ecosys-
tems through cooperation across borders between regional and local 
authorities to help create and rapidly enlarge the markets for  innovation, 
to enable user engagement and co-creation in the spirit of the qua-
druple helix innovation (Dublin Declaration on Innovation).  

•   Criteria and targets should be better used by public authorities to 
ensure that a certain part of public procurement budgets is targeted 
directly at innovative solutions together with measurement indicators. 
Having more challenging desired outcomes and upfront transparency 
will help to avoid risk aversion. It would also support innovative solu-
tion fi nding since it allows suppliers to be more creative. A clear iden-
tifi cation of these public procurement off ers within public budgets as 
“innovative public procurement” can raise awareness of their relevance 
among stakeholders.      

   1.6.3    Use public procurement to support an SME sector engaged in 
research and innovation and provide early markets for lead users

•    Only a very small part of Europe’s large SME sector is engaged in 
research and innovation. A more signifi cant part plays a role in inno-
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vation as suppliers to large corporations or in niche markets and in 
traditional sectors. Innovative SMEs and start-ups need to be nur-
tured by ensuring that they can take part in public procurement early 
on and that standard setting, regulations and procedures do not hin-
der risk taking and growth. Th e requirement that companies should 
have a number of years of existence makes little sense in fast-develop-
ing sectors, and other criteria about company solidity must be 
established.  

•   Innovative activities are also promoted by allowing diff erent SMEs to 
work on fi nding a solution for a project, even though only one solu-
tion is chosen in the end. Th e de-selected innovative solutions might 
still represent the desired option in other contexts.  

•   A special eff ort needs to be made to facilitate lead markets for innova-
tive goods and services and for the growth of start-up companies in 
innovative sectors through light touch regulation or restricted applica-
tion during a well determined phase of their development.          

2.2     Innovate for Social Acceptance, Connectivity 
and Inclusiveness 

   I do not understand why people would be scared of new ideas. I am scared 
of the old ones. 

 —John Cage, American composer. 

 Every technological advance, every innovation, carries societal eff ects and 
radically new technologies and processes—such as ICT—have radical 
eff ects on society. Th ey create disruptions which unsettle many people 
while benefi tting others. Not knowing beforehand who will win and who 
will lose, citizens are afraid and shy away from risks and hazards coming 
along with innovation, particularly when benefi ts are not immediately 
clear to them. Notably, they are afraid of unanticipated eff ects and poten-
tial dangers to their own working and living conditions. 

 Th erefore, both governments and corporations should share a common 
concern for compensating for and outbalancing the negative social eff ects 
of any innovation within reasonable limits: fi rst, by focusing as much 
on delivering public value as on short-term profi tability; and second, by 
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providing novel frameworks for societies to adapt and for economies to 
function in the general interest. If this cannot be achieved, reticence and 
resistance to innovation and challenging fault lines will arise, such as ten-
sions between the smart and knowledgeable users of the internet and 
those lacking the skill sets to do so and between those benefi ting from 
innovations and those who may lose in terms of jobs and security. Social 
protection and helping people to cope with the unintended side eff ects of 
change processes is primarily a responsibility of nation-states. 

 But collaborative governance methods among EU member states and 
between them and the EU can be a great help to move more effi  ciently 
and rapidly toward the unavoidable adaptation measures. Th ough the 
above problem was not strictly part of the requests made to the HLG, it 
was deemed so important that a number of recommendations on social 
adaptation, inclusiveness and connectivity have been included in this 
blueprint. After all, citizens and users are fundamental driving forces 
behind innovative activities. Th ey must therefore become an integral part 
of the innovation process by being involved in co-shaping and determin-
ing what value an innovation should deliver to the intended user. 

   Recommendation 2.1: Give the Problem of Skepticism, Fears, 
and Worries on the Part of the Citizens vis-à-vis Innovation 
a Prominent Place in Innovation Ecosystems 

 Whereas invention is only a scientifi c act that in itself does not provide 
the ability to transform lifestyles, innovation is the implementation of a 
discovery that comes with a lot of intended and unintended eff ects. It is 
therefore a social process that permeates society, politics, and institutions. 

 In the Schumpeterian theory, innovations cause “disruptions” (creative 
destruction) which become the main cause of both the growth of new 
industries and companies and the demise of old ones. For some, direct and 
indirect consequences will be desirable while others will suff er. Notably, 
 citizens are afraid of unanticipated eff ects, “surprises,” and potential 
 dangers to their own working and living conditions.  Any innovation policy 
and business strategy needs to take account of such “problems of acceptance” and 
“redistribution of opportunities and risks” by adapting and providing new fi t-
ting structures and measures for social bolstering, inclusiveness and connectivity.   
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   Recommendation 2.2: Include and Enlarge “Social 
Innovation” in Innovation Policy Management Schemes 

  Social innovations encompass novel  strategies, concepts, ideas, and insti-
tutional arrangements that help boost the social well-being of citizens 
and social groups. In generic terms, social innovation is about how we 
can improve societies’ capacities to solve present and future social prob-
lems. It is about new methods to mobilize the ubiquitous intelligence 
that exists within any society. Examples abound: social entrepreneurship, 
social media, new ways of self-organized social protection, nonprofi t 
enterprises, the share economy, empowering of social groups, and new 
human networks, etc. 

 Features of modern society—for example, high levels of education or 
new information and communication technologies, especially social net-
working and new media—are making social innovation a widespread and 
powerful force in shaping societies. Still, until 2011 there was no ecosys-
tem to support social innovation and little support for the innovators 
themselves. Today, however, we fi nd the fl agship program “Innovation 
Union Europe 2020” in which the EU Initiative “Social Innovation 
Europe” plays a prominent role. For this we recommend enlargement!  

   Recommendation 2.3: Develop an Inclusive Approach 
to Innovation to Address Social Inequality and Poverty 

 According to the World Bank, inclusive innovation not only increases 
productivity and competitiveness but also plays a crucial role in address-
ing problems of inequality, poverty, and uneven initial endowment. 4  
Governments have a key responsibility in this regard, as they must  create an 
enabling environment that facilitates, fi nances, incentivizes, and commer-
cializes innovative products and solutions, not least through cooperation 
and collaboration. At the end of the day, government’s central objective 
must be to utilize innovation to share its benefi ts equally with all groups 
of society and help serve people’s needs at the base of the social pyramid. 

4   World Bank, 2012. 
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 In order to realize this recommendation, the HLG recommends to

    2.3.1    Create an interinstitutional agreement to safeguard, enhance, 
and innovate national welfare societies and share experiences

•    Governance arrangements appropriate for a digital economic context 
should be made to ensure that the objective to safeguard, enhance, and 
innovate national welfare societies is made an equal priority and that it 
is taken fully into account in all policy areas. Respecting Treaty provi-
sions, collaborative governance methods need to be developed to share 
experiences and peer review reforms. However, a balance needs to be 
found between fi xing detailed European rules and the great diversity in 
the Union because it can stifl e social and economic innovation.      

   2.3.2    Improve and innovate welfare systems through careful impact 
assessment of proposed policies and regulation

•    While respecting the competences of the EU and member states, the 
new format of the Impact Assessment as proposed should also include 
a full assessment of whether and how proposed policies and regula-
tions impact national welfare state systems.  

•   Early estimation of collateral impacts key social protection provisions 
by member states will allow designing more comprehensive European 
policies, reducing potential antagonism, boosting creativity and trans-
versal, and vertical collaborations throughout the EU system.  

•   In addition, it can lead more rapidly to innovation in those systems 
through stimulation of research and the use of public procurement in 
order to achieve multiple related objectives in innovation ecosystems.      

   2.3.3    Improve welfare systems through the use of digitalization and 
innovation to reduce running costs

•    Innovation and especially digitalization, can strongly contribute to 
reducing the running costs of welfare systems, thus mitigating budget 
pressures and enhancing competitiveness in delivering high-quality 
services to citizens at low costs.  

•   In line with the ambitious objectives of Horizon 2020, the European 
Commission and the member states should collaborate to bring the 
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advantages of public cost reduction and improved products and ser-
vice delivery to citizens as soon as possible. Th e improvement of larger 
data sets (“big data”) could bring considerable advantages in terms of 
cost-eff ectiveness and operational effi  ciency in a broad variety of sec-
tors, health care being just one of them. Th e achievement of this goal 
would allow the EU to take a global lead in this domain, attracting the 
rest of the world to align to EU standards.  

•   European welfare states and their public fi nances are currently under 
pressure from budget constraints and a lack of innovation capacity. 
Innovation can be encouraged and activated through novel forms of 
cooperation between companies and public authorities in innovation 
partnerships to deliver new welfare services. Such arrangements could 
involve experimental initiatives enabling companies, in close coopera-
tion with the public sector and users, to search for innovative solutions 
to societal challenges. Th e development of a more holistic and value- 
based procurement model, rather than price-driven ones, could make 
it easier to integrate consumer experience in areas such as health care, 
social care, elderly care or education.         

   Recommendation 2.4: Innovate Education at All Levels 

 Europe’s signifi cant strength is its cultural diversity and its intellectual 
force, which are pivotal to enabling creativity and innovation at the micro 
level. Likewise, the general attitude in Europe toward technology is posi-
tive and quality oriented. Europe’s education systems should allow it to 
provide high-skill labor and attract the most creative researchers world-
wide. An open attitude and attractive conditions are therefore essential. 

 To realize this recommendation, the HLG recommends to

    2.4.1    Conciliate traditional curricula with innovative, “skills”-oriented 
ones based on continuous learning and life-long education

•    Th e European education paradigms need to be reviewed with the aim 
of reconciling traditional curricula with a system more attentive to 
scientifi c, technological, and entrepreneurial education as well as to 
continuous, lifelong education and learning. Th is will result in the 
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creation of an approach which is fi t for a rapidly changing economic 
context and the digital economy.  

•   It requires fostering more positive attitudes toward entrepreneurship 
and risk taking, encouraging creativity instead of conformity. 
Education policies need to better introduce creative practices and 
methods in teaching. Focus must be given to training teachers to 
increasingly use thinking tools which trigger creativity and at the same 
time improve their general technological and IT knowledge. To this 
end, business actors should not act as mere passive “fi nanciers” but 
engage actively as partners with education institutes in order to give 
students and researchers a comprehensive view of the innovation value 
chain and entrepreneurship. Involvement from businesses is funda-
mental in providing guidance on entrepreneurial aspects such as how 
to develop and manage start-ups.  

•   Alongside the promoting of digital skill at all education levels, is the 
need to overcome the skills gap in advanced manufacturing and engi-
neering. Innovation and the industry transition toward advanced and 
high-quality manufacturing (“factory 4.0”) require capabilities and 
knowledge of manufacturing management principles and technologi-
cal components, preferably from an intersectional perspective. Learning 
of these dimensions would help develop skills in problem solving and 
solution fi nding, both essential in enabling the innovation required to 
meet the present and future needs of businesses and public sectors.      

   2.4.2    Stimulate systems of apprenticeships based on existing best prac-
tices and reevaluate polytechnic education

•    In order to contribute to solving unemployment among the young, 
cooperation and collaboration should be launched between the 
Commission and the member states as well as between the member 
states themselves to develop an EU-wide system of apprenticeships 
based on already existing best-practice experience.  

•   Polytechnic schools can provide useful education leading to much 
needed job opportunities, but they sometimes have an image and 
funding problem. Eff orts should be made to reevaluate them and pre-
pare them to deliver for the needs of the digital economy. Incentives 
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could also be put forward to better encourage students to engage with 
industry research which often is lagging behind.      

   2.4.3    Promote digital education and Massive Open Online Courses 
(MOOC)

•    Digital education will make the classic education system increasingly 
obsolete. Drawing on evolving technological progress and its infl uence 
on citizen’s behavior and needs, Europe should assign greater priority 
to ICT and promote Massive Open Online Courses (MOOC), an 
online university tool and engagement platform aimed at participation 
and open access via the web. Besides off ering traditional course materi-
als such as videos and problem sets, MOOCs provide forums that 
stimulate interactive participation among students, professors, and 
teachers. If well combined with some of the traditional educational 
tools, MOOC could promote the skill sets demanded, but also more 
specifi c skills relating to entrepreneurship, digital know-how and tech-
nological and innovative advancements.      

   2.4.4    Develop teleworking

•    Instead of moving workers, the digital economy makes it possible to 
move the work. Teleworking has the potential to create employment 
and enhance the connectivity of workers as well as increase global 
scouting through expanding recruitment processes to the global level 
where a broader pool of knowledgeable workers is available. However, 
there are multiple obstacles to be removed before this potential to cre-
ate employment can be fully used and certain sectors, such as those 
linked to ICT and education, might be more suited for teleworking.         

   Recommendation 2.5: Stimulate Research and Incentivize 
Researchers at All Levels 

     2.5.1    Provide incentives for researchers to focus on emerging sectors

•    Encourage researchers to engage in “creative system disruption” (report 
from Key Technologies Expert Group, DG Research 2005), where 
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researchers focus on emerging sectors where research is lacking and 
where Europe can potentially take a leading role through research and 
innovative activities.      

   2.5.2    Facilitate cross-border research

•    One of the most crucial components of the success of the European 
Research Area (ERA) is an adequate fl ow of competent researchers with 
high levels of mobility between institutions, sectors and countries. 
Programs such as the  Marie Curie Actions  or  Erasmus  are an important 
fi rst step in the right direction but still do not provide comprehensive 
solutions for problems such as complex provisions regarding the cross-
border taxation, health insurance, and social security of mobile research-
ers or inconsistency in the area of family benefi ts and pension rights 
that arise from regulatory fragmentation in the member states.      

   2.5.3    Provide greater assistance for mobility of researchers

•    Intercontinental mobility and cooperation of researchers is crucial in 
facilitating networking, spillover, and the transfer of scientifi c knowl-
edge between researchers from diff erent regions and continents. 
Europe must widen up the ERA to the world, with special emphasis 
on highly innovative countries and must actively scout for excellent 
researchers and off er attractive conditions to work within the Union.  

•   In parallel, the EU must actively encourage stronger participation of 
private companies within the ERA, in particular emerging new inno-
vators and SMEs, in the form of public–private partnerships and coop-
eration between research centers and enterprises. It is also important to 
enhance intersectional innovation capacity by better linking together 
researchers from diff erent sectors, since many innovative breakthroughs 
take place at the intersection of sectors, fi elds, and cultures.  

•   Th e European IPR system must ease the sharing of knowledge for par-
ticipants in the ERA. It would be useful to build a support infrastruc-
ture to share information across the EU to facilitate the way data is 
stored, shared, used, and reused as well as networking and interaction. 
More focus must also be given to support interuniversity cooperation 
and networking which facilitates knowledge transfer of key aspects on 
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innovation management and industrial research between universities 
of excellence and those universities lagging behind.  

•   Incentives should be developed for scientists to also be more entrepre-
neurial and to move into business or governance and back. Th is would 
help to bridge the gaps that sometimes exist between science and mar-
kets and societal improvements resulting from their work.      

   2.5.4    Create an open portal providing peer reviewed and evidence- 
based information

•    To restore trust in science and encourage more evidence-based policy-
making, an online portal should be created to provide peer reviewed 
and evidence- based information to citizens, policymakers, and media 
alike. Together with a reformed Impact Assessment, this will also con-
tribute to increasing  innovation acceptance and will help to avoid that 
constructed risk dominates public debates.      

   2.5.5    Launch an initiative to form a group of top-level research insti-
tutes to support competitive networking and cross-fertilization 

 A major strength of competitive innovation ecosystems relies upon 
their capacity to achieve high-level cross-fertilization and networking, in 
particular since top research and higher education institutions act as a 
kind of innovation hub or fl agship. Th ough on average such a capacity 
inside the European Union is not dramatically low, it nevertheless needs 
to be improved quite massively. Its academic fabric could and should 
contribute faster, better and at a lower cost—including in terms of public 
funding—in combining research and education and cross- fertilizing the 
innovation ecosystem of the future.     

 More specifi cally, an initiative should be launched as soon as pos-
sible to support the emergence of a critical mass of top-level research 
universities and technology institutes evidencing the potential to play 
a focal role in the European and national innovation ecosystems. Th ey 
would be selected whatever their institutional status and the country 
where they are located. Th ey would be chosen according to fi ve main 
requirements:



Recommendations and Their Effects 393

•    their current academic production in research and education already 
satisfi es international top-level quality criteria in a sustainable way;  

•   they evidence the skills and ability to bridge with enterprises and other 
stakeholders of the innovation ecosystem (policymakers, socioeco-
nomic actors, other universities);  

•   they are active in fi elds that are key for the coming years;  
•   they successfully operate with interdisciplinary frameworks;  
•   the propose research agendas sensitive to innovation requirements and 

achievements.    

 Th is program would give support and allocate relevant means—with 
a midterm perspective—as any successful ecosystem-building policy 
requires. It should be supervised by a specifi c agency. Its members would 
basically be independent top-level academics and successful science 
 managers from the business world. Th ey would not act as representa-
tives of member states or of the EU Commission. Its offi  cers would work 
full time and be appointed for a time period of around 6 years. Th e 
agency would have full responsibility for handling and allocating its bud-
get based on contributions from EU institutions, member states, and the 
private sector.   

2.3     Innovate Governance Tools and Mechanisms: 
Toward an Innovative Governance System 
for Tomorrow’s Challenges 

   Ever tried, ever failed. No matter. Try again, fail again. Fail better. 
 —Samuel Beckett, Nobel Prize Winner in Literature. 

 Stimulating growth and employment through the promotion of innova-
tion carries inevitable institutional consequences. Th e groundwork and 
principles of EU policymaking were established in the 1950s in a commu-
nity of six and later nine member states with the aim of integrating national 
goods markets. In contrast, the EU of today which has acquired and been 
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assigned competences in many more policy areas (from service markets, 
labour markets, fi nancial markets to research, enterprise, trade, competi-
tion, health, social, and environment policies), appears in urgent need of 
a profound and all- encompassing governance overhaul. Between the tra-
ditional Community Method and the Open Method of Coordination, it 
requires new instruments for Collaborative Governance. 5  In present cir-
cumstances, this should be done and can be done without Treaty changes, 
though in the long term a review of the division of competences between 
EU institutions and member states as well as between private and public 
actors in line with economic and societal requirements will be unavoidable. 

 At the moment, EU governance is excessively focused on regulation 
and not enough on mentoring, collaboration, stewardship, and peer 
review. Th e latter are essential to complete and manage the complexities 
of innovation for sustainability and competitiveness and to move toward 
a European innovation ecosystem as an overarching entity bringing 
together the diff erent national innovation ecosystems eff ective in the EU. 

 Th erefore, it is necessary to complement the European governance 
 system based on the so-called Community Method, with methods of 
open, collaborative governance that are less hierarchical and legalistic and 
more suited to manage innovation complexity. Stewardship of innova-
tion policy may stay with the Commission, but if it does not wish to use 
its right of initiative, any member government, business, or academic 
stakeholder could initiate and coach such collaboration. Variable geom-
etry should be used more often, given the diversity in the EU-28, pro-
vided it remains open and transparent in its goals and working methods. 

 In addition to removing all obstacles to innovation and modernizing 
methods and tools for innovation policy, completion of the European 

5   Over the past few decades, a new form of governance has emerged to replace hierarchical, adver-
sarial, and managerial modes of policymaking and implementation. Collaborative governance, as it 
has come to be known, brings public and private stakeholders together in a collective forum with 
public agencies to engage in consensus-oriented decision making. Th is defi nition involves six crite-
ria: (1) the forum is initiated by public agencies or institutions, (2) participants in the forum 
include non-state actors, (3) participants engage directly in decision making and are not merely 
“consulted” by public institutions, (4) the forum is formally organized and meets collectively, (5) 
the forum aims to take decisions by consensus (even if consensus is not achieved in practice), and 
(6) the focus of collaboration is on public policy or public management. Cf.: Chris Ansell, Alison 
Gash (2008). “Collaborative Governance in Th eory and Practice,” in  Journal of Public Administration 
Research and Th eory, Vol. 18, pp. 543–571 
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innovation ecosystems is imperative for reaping the benefi ts of innova-
tion and to marshal public acceptance and support. 

   Recommendation 3.1: Establish an Overarching Focus 
on Citizen-Centered Th emes 

 For a variety of reasons, the EU has become widely unpopular with its 
member states, companies, and citizens. Th is is not merely due to the fall-
out from the fi nancial and Euro crises, but rather the Union suff ers from 
self-infl icted damage resulting from its contested goals and top-down, 
centralized, and legalistic actions. Contrary to its lip service, the EU—it 
seems—no longer has a shared mission that is supported by the major-
ity of its citizens, while companies fi nd it a less attractive place to invest 
and to do business. Th e best young entrepreneurs often leave. It increas-
ingly deviates from the aggregate priority concerns of citizens, which 
are prosperity, growth, employment, and safety and security, as well as 
democratic self-determination in a rapidly globalizing world and from 
the essential needs of companies for competitiveness in a global economy. 

 EU policymaking must again become people centered as it once was 
designed as a grand project to make wars obsolete and preserve peace 
among the people of Europe. Th is is the overarching challenge for the 
coming decade: to rebuild confi dence by being people centered and ready 
to innovate and reform its structures and processes according to peoples’ 
preferences and concerns. 

 Against this background the HLG recommends to

    3.1.1    Regularly use a European Council meeting for a comprehensive 
discussion of a citizen-centered theme

•    With a multidisciplinary and multi-perspective preparation and tak-
ing inspiration from the best thinkers worldwide, EU Heads of States 
and Governments may wish to devote analysis and discussion to indi-
vidual themes and problems close to the hearts of the people of Europe 
during selected summits. Th is will help to increase the EU’s attractive-
ness and credibility and instill novel and innovative ideas into the EU 
policymaking process at the highest level.      
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   3.1.2    Reduce the innovation divide and assist in building national 
innovation ecosystems

•    Th e Commission Innovation Scoreboard and the more comprehensive 
Global Innovation Index show great disparities between member states 
(including regions and cities), aff ecting the Single Market and the 
joint position in the global economy. A special eff ort needs to be made 
urgently to ensure that all member states catch up with developing 
innovation ecosystems, as part of a European ecosystem and that they 
create the conditions for knowledge-based growth and for continuous 
improvements in innovation governance.  

•   To achieve this will require decisions about how best to combine for 
research excellence and wider stimulation of research potential (prom-
ising in development) and the functioning of the innovation value 
chain (from research to market). Th e EU may need to recognize also 
those who will be excellent tomorrow. Plans for a “ stairway  to 
 excellence” in EU policies primarily target newer member states and it 
is unclear where this leaves southern Europe often suff ering from cut-
backs in research budgets. A tripartite group involving multidisci-
plinary academic experts, business representatives, and senior civil 
servants may assist those governments and administrations below the 
innovation average with what to do and how to catch up.         

   Recommendation 3.2: Radically Improve Policy Coherence 

 Th ere is an urgent need for mechanisms to overcome systemic fragmenta-
tion, duplication, and even contradiction, in the design and implementa-
tion of innovation policy inside EU institutions, between member states 
and EU institutions, but also between companies and public authorities 
and between administrations and civic societies. 

 In particular, Europe needs an inclusive approach to promote innova-
tion in the member states and the EU and between them, together with a 
new all-encompassing toolkit to ensure coherence between all the policies 
and actions in an innovation ecosystem. 
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 Th e key challenges of the future, for example, resource effi  ciency, mod-
ernization of education and social protection provisions, new materials 
development, energy savings (in particular electricity storage and CO2 stor-
age and use), new communication and networking infrastructures, and the 
development of closed industrial systems or research of the brain all require 
transversal policymaking and collaboration between the Commission, gov-
ernments, and stakeholders and in particular industry and research centers. 

 Governance capabilities need to be continually refi ned to meet present- 
day needs and adapt to new technologies, in particular e- governance. 
Better framework conditions and alignment between European and 
national policies aimed at stimulating innovation require horizontal, ver-
tical, temporal, and systemic coherence. 

 In order to fulfi ll this need, the HLG recommends considering the 
following:

    3.2.1    Create Commission vice presidents without portfolio, responsi-
ble for strategic collaboration, mentoring, and coherence

•    In the Commission, the overarching priority of innovation and com-
petitiveness should be entrusted to a vice president, whose core team 
should comprise other commissioners with responsibilities directly rel-
evant for innovation policy. Th is vice president should not have a spe-
cifi c portfolio but should be in charge of ensuring strategic 
collaboration, mentoring, and coherence.  

•   Similarly, other vice presidents without portfolio can be charged to 
ensure strategic collaboration, mentoring, and coherence over other 
areas (such as sustainability, inclusiveness).  

•   Finally, given that research networks are global, a commissioner could 
be given a geographic responsibility, in cooperation with the EEAS, 
for permanently scouting for research and innovation developments in 
the world and for developing strategic cooperation with other regions 
on specifi c grand R&D&I challenges (e.g., with Africa on water) 
which can boost research and innovation and economic and trade 
relationships.      



398 K. Gretschmann and S. Schepers

   3.2.2    Develop regular peer review mechanisms among member states

•    Peer reviews of governance quality have proven useful in other parts of 
the world; they can be in Europe, too. In order to stimulate the further 
development and completion of innovation ecosystems in all member 
states, to learn from best practice, to ensure maximum use of capacities 
available in individual countries, business sectors and research centers 
and to bring maximum cross-fertilization, for the benefi t of all in the 
Single Market, a coherent peer review mechanism should be elabo-
rated. However, without a strong political commitment for change the 
eff ects of peer review and similar mechanisms will be negligible.      

   3.2.3    Strengthen the role of independent advice as a meaningful input 
for policy improvement

•    Functioning innovation ecosystems require regular, open dialogue and 
alignment processes between the interests of various stakeholders. Th is 
would entail a new governance culture and methods. Constructive crit-
icism should serve as a contribution to more eff ective problem solving. 
Th erefore, experts with diff erent multidisciplinary and multi- experience 
backgrounds must be involved regularly to provide the inputs necessary 
for taking decisions of high quality and social acceptance.  

•   Th e former decision of the outgoing commission president to appoint 
a chief scientifi c adviser (CSA) should be maintained. But the role 
should be strengthened and enlarged to oversee the elaboration and 
application of new methods of impact assessment of EU legislation as 
a key input for improving policy and regulatory quality. Th e CSA’s 
task should also involve the tracking and tracing of forefront scientifi c 
development, surveying and overviewing science and innovation com-
munication, and delivering foresight studies. Since science is by defi ni-
tion science, all works and recommendations of the CSA must be 
public, including any dissenting opinions.  

•   Th e Science and Technology Advisory Council (STAC) should enlarge 
its perspective from new technologies and new scientifi c developments 
to the entire innovation value chain. It should also include experts on 
strategic governance, management, and social sciences in order to 
stimulate multidisciplinary thinking and advice.      
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   3.2.4    Reorganize and strengthen existing innovation steering struc-
tures and mechanisms for the development of innovation ecosystems

•    Th e EU and its member states need mechanisms to stimulate alignment, 
create or complete the innovation ecosystems, and overcome multiple 
fragmentations. To achieve this objective, there should be a clearly 
defi ned mechanism with overarching responsibility for innovation and 
competitiveness within the EU institutions and each member state.  

•   Th is collaborative steering mechanism responsible for innovation eco-
system emergence and completion should, in particular

•    focus on the “innovation quadruple helix” 6  (where government, 
academia, industry, and citizens collaborate to drive structural 
changes far beyond the scope any one organization could achieve on 
its own) which is the basis for open innovation;  

•   set up a network of formal and informal, public and private sector 
actors whose activities and interactions initiate, import, modify, and 
diff use new technologies;  

•   support individual actors whose incentive structures and competen-
cies determine the rate and direction of technological learning;  

•   oversee the elimination of all barriers to innovation with a strict 
time frame;  

•   allow the emergence of kernels for change and islands of experimen-
tation and ensure their infl uence on other sectors if proven 
benefi cial;  

•   create and facilitate experimentation and prototyping in real world 
settings, including in policymaking;  

•   challenge the independent advisory groups for novel ideas and 
methods, bold association thinking and foresight; and  

•   coordinate their eff orts with the needs of preservation and modern-
ization of welfare societies.     

6   Th e innovation quadruple helix refers to an innovation concept where government, academia, 
industry, and the citizens collaborate together to drive structural changes beyond the scope of what 
an organisation could achieve by its own. See the Dublin Declaration on Open Innovation 2.0 for 
additional information at  http://www.slideshare.net/DCSF/martin-curley-closing-fi nal . 

http://www.slideshare.net/DCSF/martin-curley-closing-final
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•   Th ese mechanisms must guarantee overall coherence between coun-
tries, sectors, networks, clusters, departments, and their rules and 
actions. Th ey must address the innovation ecosystem in its entirety to 
ensure that the innovation-policy mix is coherent. Th ey will also have 
a major role to play in the alignment of perceptions, preferences and 
objectives regarding innovations, technologies, and institutions and in 
ensuring institutional adaptability to change and the resilience required.  

•   Given the overall high professional quality of the Commission admin-
istration, advisory groups are only useful if they bring truly indepen-
dent, creative, “outside the box,” multidisciplinary, transversal thinking 
to those operating the system. Th ey should not necessarily be  permanent 
or allowed to prolong their operation beyond their original mandate. 7   

•   A temporary, interdisciplinary brain trust is set up to advise on an over-
arching approach to innovation and consisting of individuals drawn 
from (innovative) business sectors and academia (such as experts in 
innovation economy, management and stewardship, education, strategy, 
and collaborative governance methods, etc.), but also from civil society 
organizations, all operating  independently and in their own name, cho-
sen (also from non-EU  countries) on the sole basis of competence and 
experience. Th is “brain trust” should provide advice on managing the 
complexities of innovation and the multiple interfaces, converting vari-
ous perspectives into a coherent approach,  facilitating social acceptance, 
guarding strategic agility and a  bottom-up approach, redesigning col-
laborative governance tools and peer review mechanisms; scanning and 
converting innovation perspectives; redesigning stakeholder involve-
ment; review of impact assessments; innovation in welfare societies.      

   3.2.5    Regularly discuss innovation ecosystems development in joint 
and inclusive Council meetings

•    At EU level, a mechanism should be modeled on the Ecofi n Council, 
though with adaptations, perhaps through a regular merger of the research 
and industry parts of the Competitiveness Council (InnoComp), which 
would exercise overarching responsibility for innovation ecosystems in 
the EU and its member states and for their eff ective interactions.  

7   Th erefore, the members of the HLG decided to set an example and not accept a presidency sug-
gestion for another mandate. 
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•   It should make a six-monthly review of progress, among other things 
using reporting from the peer review mechanism and the innovation 
ecosystems steering and coordination mechanism (see above 1.2.2) 
and an annual science progress report from the CSA.  

•   Given the macroeconomic importance of innovation, there should be 
an eff ective cooperation between these two councils (EcoFin and 
InnoComp). Th e key role is transversal coordination and alignment of 
various ideas and measures.         

   Recommendation 3.3: Foster the Dedication, Involvement, 
and Commitment of all Stakeholders in Innovation Policy 

 Helping to address innovation as an interactive system for value creation 
requires the redesign of policies and strategies relevant for innovation in 
the EU, in the member states, and in their interface. Th is requires fi rm 
guidance from the top but also strongly decentralized interaction and 
collaboration among all stakeholders. Innovative methods are needed to 
build consensus on strategic issues and pathways. 

 Th e enhancement and advancement, the fostering and maintenance 
of innovation ecosystems requires guidance, leadership, and stakeholder 
engagement that go beyond traditional hierarchical procedures and 
established practices. In the same vein, the tools need to reach beyond the 
technocratic and mechanistic stakeholder consultations that are routine 
in EU procedures and involve the representative stakeholders that can 
truly contribute to problem solving. 

 It is necessary to develop a learning mind-set both for individual actors and 
institutions and for stakeholders. Cross-disciplinary research and multi-expe-
rience inputs, as well as open-mindedness and incentives and fi nally tolerant 
handling of failures, will be necessary elements in the process of unfolding 
strategic innovation capacity. Reducing confl icts in priorities is a key ingredi-
ent for creating positive cumulative eff ects in any innovation ecosystem. 

 In order to achieve signifi cant improvements, the HLG recommends

    3.3.1    Go beyond outdated bureaucratic procedures and develop new 
forms of collaborative governance, in line with the requirements of open 
innovation
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•    In addition to the so-called Community Method, which serves specifi c 
purposes, collaborative governance methods can better serve other 
objectives, in particular the stimulation and completion and coaching 
of innovation ecosystems. It demands a diff erent mind-set from those 
involved, be they Commission or governments, business, academia, or 
civic society organizations, a focus on outcomes and not on procedures 
and legalistic frameworks, on trust and not on hierarchy, on aligning 
perspectives and interests among stakeholders, on sensitivity to interre-
lated factor, on transparency and priority for evidence-based analysis.  

•   Collaborative governance arrangements go beyond the traditional 
interactions between EU, stakeholder groups, and other actors of the 
innovation ecosystem, in that rules are produced jointly, in an open and 
institutionalized, collective, decision-making process that is delibera-
tive and that builds on consensus. In these kinds of governance settings, 
stakeholders are encouraged to take responsibility and ownership of the 
rules agreed upon, which again helps to increase transparency, demo-
cratic legitimacy, and accountability of the decisions made and incen-
tivizes the owners of the decisions to ensure proper implementation.  

•   Collaborative governance refers to a series of methods to achieve pub-
lic objectives through (transparent and open) alignment and coopera-
tion between stakeholders which seeks to combine the nonhierarchical 
characteristics, collaboration and peer review, of the Open Method of 
Cooperation with the stewardship inherent in the Community 
Method, though without its regulatory outcomes. It well suits the vari-
able geometry among governments provided for in the Treaties and 
today’s challenge of managing complex system dynamics, but in most 
cases also requires the involvement of the two key actors for innova-
tion, namely business and research centers. It does not aim at regula-
tion, though this may be part of it, but at a collective outcome achieved 
through the (inter)actions of the individual actors in the process.  

•   Instead of merely consulting stakeholders, the EU should give them 
the opportunity to actively engage in co-shaping legislation. 
Collaborative governance implies that private actors, including citi-
zens, engage with public ones in a direct and formal fashion and not 
merely on an advisory or consultative basis. Th is requires quality of 
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dialogue between decision makers and enterprises, logical alignment, 
including openness to consider a diff erent approach and the quality of 
engagement of internal and external stakeholders.  

•   However, no method will produce a constructive process and out-
comes if there is no trust between the key actors themselves or among 
them and those aff ected by it. Trust must be nourished, but the process 
can be helped by the reality check which a good IA provides and by 
objective agenda setting and procedures which avoid manipulation.      

   3.3.2    Develop a merit-based and result-oriented Human Resources 
Policy

•    Revise human resource policies in EU institutions and member states 
with more diverse recruitment, in order to bring a variety of disciplines 
and professional experiences together. Movement between public 
administrations (EU and national ones), academia, and business 
should be facilitated and encouraged by change of rules.  

•   In addition, a result-based promotion system should bring cultural 
change in public administrations, in order to adapt mental maps to the 
requirements of new leadership and management of collaboration 
with stakeholders in the digital age, when linear thinking has to make 
place for complexity management, transparency and communication.      

   3.3.3    Review “comitology” procedures

•    While respecting the necessary checks and balances, the system must 
be made transparent and accountable. Th e members of each commit-
tee, advisory group, or task force should be made public, together with 
regular updates on procedures and calendar for decisions. Th is infor-
mation should be made public in a user-friendly database/portal acces-
sible to all EU citizens.  

•   At the start and before fi nal decisions are made, a method of consulta-
tion (e.g., hearing) with the addressees of the new regulation needs to 
be developed. Concrete operational proposals made by stakeholders 
need to be considered and in case of nonacceptance, justifi cation must 
be provided.      
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   3.3.4    Give priority to informed choice and own responsibility at the 
expense of hierarchical and authoritative approaches

•    To a large extent public credibility of European policymaking and its 
social acceptance depends on alignment processes between stakehold-
ers and on giving priority to informed choice and own responsibility. 
Lobbies for single issues are not necessarily representative of the views 
and expectations of the majority of citizens. Th is requires a change of 
paradigm in certain policy areas which tend to favor a hierarchical and 
authoritative approach while intruding on personal lifestyle and con-
sumer choice. It would reduce antagonism toward the EU if it focused 
on grand, common interests and left many other issues to member 
states better placed to deal with social and cultural diversity and col-
lateral attitudes.         

   Recommendation 3.4: Reduce Regulatory Rigidities and Costs 
to Stimulate Innovation 

 Well-crafted regulations can help to create markets and new busi-
ness opportunities and provide incentives for innovative undertakings. 
However, regulatory rigidity and the associated burdens and costs for busi-
nesses, which weigh even more on SMEs and innovative start- ups, result 
from the specifi c procedures of policy and rulemaking in the EU, from the 
lack of comprehensive and independent Regulatory Impact Assessments, 
from fault lines within the EU institutions as well as between them and 
national governments (and in some cases regional governments), from 
ineff ective alignment of discordant positions and sometimes from uncon-
structive lobbying by civic society organizations and business alike. 

 In order to reduce regulatory rigidity and costs to stimulate innova-
tion, the HLG recommends to

    3.4.1    Strengthen current regulatory simplifi cation eff orts with a sector 
approach and add clear timelines

•    Decisive eff orts have already been made to improve regulatory simpli-
fi cation at the EU and member state level, for example, in the work of 
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the High Level Group of Independent Stakeholders on Administrative 
Burdens (2011) or the European Commission’s Regulatory Fitness and 
Performance Programme (REFIT), initiated in December 2012, 
which are an important fi rst but belated step in the right direction. 
Regulatory fragmentation and inconsistency remains a major problem 
in the EU and the perceived administrative burdens for companies, 
most notably those in their start-up phase and early years, are still 
extremely high. Likewise and as the European Commission itself 
states, the process needs “constant reinvigoration to keep up the 
momentum.” 8  However, the process also needs cooperation from and 
with national, and in some countries regional, authorities which also 
bear responsibility for the heavy regulatory burdens and costs on 
industry and services in Europe.      

   3.4.2    Update regulation and implementing guidelines more rapidly on 
the basis of scientifi c developments

•    Maintaining existing regulations for too long or pursuing the same 
regulatory trajectory can create obstacles for new market entrants and 
hinder innovation in the Single Market. Th is creates a competitive 
disadvantage in the medium and long term. Methods must be 
 developed that allow a more rapid adaptation and possibly change or 
even elimination of regulation in accordance with the most up-to-date 
scientifi c and technological developments.  

•   Simplify, merge or abolish the vast number of advisory groups of all 
kind to strengthen coherence. Reorganize their remit and composition 
and give them a sunset clause as a rule.  

•   However, set up temporary new task forces for each economic sector to 
advise the European Commission and Council with the specifi c task of 
simplifying and streamlining rules and regulations, bottom-up, to 
reinterpret their application in accordance with economic realities and 
eliminate them if necessary. Such task forces should comprise experts 
from large corporations and SMEs in the specifi c sector  concerned, as 
well as independent experts in management and digitalization.  

8   COM(2013) 685 fi nal:  http://ec.europa.eu/smart-regulation/docs/20131002-refi t_en.pdf . 

http://ec.europa.eu/smart-regulation/docs/20131002-refit_en.pdf
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•   Strongly consider concrete operational proposals from the addressees 
of the regulation concerned and if they are not taken up, justifi cation 
must be provided to the Competitiveness Council. Priority should be 
given to the digitalization of procedures to simplify them, speed them 
up, and increase user-friendliness. A strict timetable needs to be estab-
lished and outcomes need to be made an integral part of the annual 
evaluation of EU offi  cials and of career prospects.  

•   Allow and encourage policy and regulatory experimentation and pro-
totyping to foster innovation. One cannot be effi  cient in the digital 
global economy with the methods inherited from the past.      

   3.4.3    Adapt regulatory requirements to facilitate growth of innovative 
SMEs

•    A small part of SMEs, only around 1 %, deliver innovative activities in 
a market context. Th is group of SMEs not only needs extra targeted 
funding, but also space for experimentation and an adjusted regula-
tory framework to support its development throughout Europe. In 
order to protect innovative SMEs from regulatory obstacles, especially 
in their early phase, and eliminate artifi cial barriers for their develop-
ment into mature companies, the EU should examine a new approach 
for applying the precautionary principle in the experimental phase.         

   Recommendation 3.5: Implement a New Model for Impact 
Assessments 

 Policies and regulations must be based on evidence to be eff ective and 
receive adherence. Great improvements have been made in the way the 
Impact Assessment was introduced in EU policymaking, despite severe 
structural defi ciencies in its conception, development and consistency 
throughout the decision-making process requires a new conception of 
how and by whom the Impact Assessment should be carried out. 

 A signifi cant eff ort should be made for independent continuous 
impact assessments, reviewing whether regulatory trajectories decided 
on long ago have delivered the desired outcomes or are in need of change, 
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taking into account feedback from industry and society, new scientifi c 
and technological developments, and eff ects on competitiveness. 

 A two-step (national and European), bottom-up approach needs to 
be designed to facilitate upfront dialogue that is necessary to build trust, 
credibility, and acceptance through informed choice and alignment of 
various perspectives and interests. Key to this is acceptance that there 
are multiple impacts with diff erent feedback within interacting economic 
and ecological systems and that these can diff er within member states, in 
Europe as a whole, in markets and societies and individuals, the so-called 
quadruple helix. 

 Th is will contribute to Europe’s competitive advantage by improving 
the coherence and inclusiveness of policies and regulations and putting 
the focus on outcome instead of procedure.

    3.5.1    Establishment of an independent European Impact Assessment 
Center, based on a network of top research centers

•    While respecting the prerogatives of the institutions, it is essential that 
impact assessments are carried out independently, continuously at 
every stage of the co-decision process, by a network of research centers 
selected only on the basis of excellence and not necessarily based in the 
EU. Th erefore an independent European Impact Assessment institu-
tion or mechanism should be set up to ensure more eff ective and trans-
parent policymaking and disclosing complex, interrelated eff ects from 
legislation on the economy and society. Impact assessments are very 
important to avoid that measures in one sector, or a lack of them, cre-
ate a domino eff ect in others.  

•   Th e procedure to select the research institutions which will cooperate 
with the new IA institution should be conducted by the chief scientifi c 
adviser (CSA), focusing only on globally recognized academic quality 
criteria. Also, a restructured Joint Research Center could be a useful 
partner for the CSA.  

•   Research institutions carrying out national IA of EU proposals need to 
operate transparently according to the same criteria as applied at EU 
level, with stewardship being provided by the CSA. Th eir sources of 
funding should be disclosed when selected to be part of this network 
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and as a rule research institutions from another member state(s) should 
also be involved in such work.  

•   A positive list of research centers for European IA work should be eas-
ily accessible to the public and updated by the CSA on a very regular 
basis.  

•   In order to ensure real independence, the European IA institution or 
mechanism should be self-funded through an endowment grant pro-
vided jointly by governments and companies.      

   3.5.2    Include new criteria in Impact Assessments

•    Clear priorities for impact assessment need to be established, such as 
policy and sector interfaces, checking the impact on monetary and 
macroeconomic policy, on innovation and creation of global competi-
tive advantage, on employment, on EU and national research funding, 
potential outcomes and market access, on the welfare state (social pro-
tection) mechanisms and their funding, on regulatory stability and 
impact on long-term investments in many industry sectors. It should 
also evaluate the eff ects of rules and their application (or lack of it) in 
other major economies because this often creates competitive disad-
vantage. Once the evidence has been produced, all those aff ected by its 
possible implementation should be actively involved, allowing them to 
comment and advise and off er proposals.  

•   Extensive and solid competitiveness proofi ng, often neglected in prac-
tice, should be made a priority by the commission president and 
secretary- general and ensured in all impact assessments. Th e competi-
tiveness proofi ng should check whether proposed or already existing 
regulation negatively impacts competitiveness, and if so, measures 
must be taken immediately to revise or eliminate such regulation.  

•   R&D&I policies should focus on creation and on exploitation; an over-
emphasis on inputs will not necessarily lead to innovation in markets. 
Th erefore, impact assessments of programs need to show if and how 
they will stimulate innovation in reality. Th ey equally need to address 
properly potential issues of innovation acceptance which would stimu-
late interdisciplinary research (between social and natural sciences).  
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•   Equally important are experimentation and prototyping which are key 
components of a forward-looking IA process. Ideally, IA must become 
an iterative process.      

   3.5.3    Conduct Impact Assessments at all stages of the legislative pro-
cess and in all regulatory and policy decisions

•    On request, systemic impact assessment should be triggered using a 
formula that ensures rapid policymaking involving the institutions, 
member states and external stakeholders throughout the decision- 
making process.  

•   Regulatory Committees (“comitology”) also need to take account of 
the impact assessment made at the start of the regulatory process and 
of any intermediate IAs. Th ey must also take ex ante relevant, indepen-
dent scientifi c advice throughout their deliberations, via the CSA of 
the Commission, in particular when new technologies, their likely 
evolution and their impact are concerned. Implementation guidelines 
in comitology should also be screened by Impact Assessments to check 
whether they are compatible with desired outcomes.      

   3.5.4    Apply risk-benefi t analysis and reality checks in addition to theo-
retical models

•    Th e benefi ts of a given product or policy need to be researched in equal 
measure as its potential risks, including the risks of nonaction. 
Th erefore, Impact Assessments need to include a risk-reward ratio 
(RRR) which is applied rationally in business economics and, instinc-
tively, by citizens in daily life.  

•   Th is approach demands the involvement of research and business up 
front in order to defi ne a possible risk in real operating contexts and to 
develop appropriate risk management methods, as well the rewards of 
diff erent forms of intervention in the quadruple helix.  

•   Th is analysis must be made in the context of their real operations 
and usage and not (only) in theoretic modeling. It must be comple-
mented by social science research in order to increase public 
knowledge.         
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   Recommendation 3.6: Innovate by Means of Resilience Policy 
and Ensure Better Science Communication 

 Th e EU should maintain its global leadership in ecological sustainabil-
ity, both from the public and private angles. However, sustainability is 
not single, but plural, as there are several additional dimensions to sus-
tainability: economic sustainability, such as the creation of comparative 
advantages and social and cultural sustainability, an integral component 
of welfare societies and of national identities. 

 Th erefore, the present, mainly regulatory approach of the EU to ecological 
sustainability needs to be enriched and enlarged with new models, based on 
the latest scientifi c insights. Resilience theory is a way to describe and under-
stand the complex dynamics which are triggered when we change one param-
eter politically without taking account of the whole ecosystem. We’ll need 
to consider restoration, stressor reaction, self- adaptation, or self-restoration, 
even evolution. Resilience thinking seeks to understand the life cycles and 
complexity of ecosystems (including the innovation ecosystems!) in order to 
better manage them, placing specifi c issues within a comprehensive context. 

 Th is opens a vast new space for scientifi c research and innovation in 
both the public and private sectors which may lead to new insights in sys-
temic risk and how to deal with it. However, not only academic research 
needs to be involved, also “experts in the fi eld,” those operating in these 
ecosystems that have acquired a practical understanding which comple-
ments academic research. 

 A new approach is important for two reasons: to achieve  sustainability 
and greening of the economy more effi  ciently and to avoid competitive 
disadvantages. Over half of industrial production costs in Europe are 
related to its legalistic sustainability policies, while some key competitors 
have few or no concerns about it, leading to price competition and nega-
tive eff ects on employment.

    3.6.1    Apply new fi ndings and methodologies to the precautionary 
principle

•    Th e precautionary principle is a cornerstone of policies aiming at sus-
tainability in all areas, but its eff ectiveness and acceptability depends, 
fi rst of all, on correctly defi ning the issue.  
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•   Given the complexity of all systems, single-issue approaches must be 
replaced by multidimensional ones. Th ese should be included in the IA 
together with practical solution fi nding: resilience science focuses on 
steering the dynamics in complex systems to preserve or restore their 
ecological sustainability, instead of dealing with issues in isolation from 
each other. Europe’s “ban it” regulatory approach must be replaced by 
an “innovate and manage it” collaborative governance approach.  

•   Th is requires new collaborative mechanisms between stakeholders 
(research, business, and responsible citizen organizations), with a focus 
on how research and technological innovation can solve specifi c issues 
or manage related inevitably to all economic and human activity and 
which can create new competitive advantages simultaneously. Th is 
requires change in existing regulations to create more space for issue 
management, or at least a more open minded, reality-based interpreta-
tion of its application.      

   3.6.2    Develop a portal to provide peer reviewed and evidence-based 
information

•    To restore trust in science, a portal should be created to provide peer 
reviewed and evidence-based information to citizens and media alike. 
Th is will help to bring more innovation acceptance too and avoid 
 constructed risks dominating the debates.      

   3.6.3    Establishment of an independent body or network to ensure 
proper scientifi c information and communication in the media

•    Given the rapid development of scientifi c discoveries and widespread 
diffi  culties of understanding for nonscientists, there should be an 
independent body, or network of such bodies already operating in 
some member states, in order to ensure proper scientifi c information 
and communication in the media.      

   3.6.4    Engage business scientists and other societal players alongside 
academic scientists in agency studies

•    Th e various agencies that have been set up by the EU in order to pro-
vide independent scientifi c advice for regulatory implementation 
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operate in a theoretical vacuum if they do not have access to real world 
developments. Th is leads to insuffi  ciently multidimensional advice, 
ignoring the realities and missing opportunities for innovation through 
the combination of various perspectives.  

•   Th erefore, procedures must be adapted to engage mixed academic- 
business research teams, open to other relevant societal players linked 
to the issue at stake, during the fi rst phase of work, followed by inde-
pendent peer review. On this basis, the actors can then prepare a fi nal, 
comprehensive, theory and reality-based input for the regulators.             
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 In what follows, the editors summarize the thrust of the present volume. 
Based upon 14 contributions from several authors, this book combines 
viewpoints, aspects, and perspectives to accentuate and substantiate the 
need for reforms that venture deep into the EU and its innovation policy. 
In order to redefi ne new interfaces and new ways of cooperation between 
business, politics, and the civil society, a new narrative of Europe’s future 
may be required. 

 Indeed, after years of sclerosis in the 1970s and early 1980s, followed 
by several decades of smooth and incremental EU policymaking routine, 
today the EU seems to be faced with deep crises jeopardizing its very 
existence. In order to regain stability and attractiveness the EU and her 
policies are in urgent need of major overhaul, new ideas, new goals, new 
institutional design, and new policies. 

 Th e editors and the authors of this volume suggest focusing on inno-
vation as an overarching and permeating objective of a renewed Union, 
as well as innovation in the business world, academia, government, and 
the European societies as a whole. Such a new goal must lend itself to 
improving people’s lives and well-being. Th e common weal of the peoples 
of Europe necessitates a renewed innovation approach. 

                        By Way of Conclusion 
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 As a matter of fact, in order to make the EU into a “Union of 
Innovation,” a new approach regarding innovation policy, R&D, indus-
trial and environmental policies, etc., is needed. We have suggested in 
this volume to  “revolutionize” EU innovation policy  by means of 
opening up and revealing the possibilities of a wide-reaching innovation 
ecosystem supposed to replace former piecemeal approaches. 

 In the preceding chapters, the basic preconditions and the basic fea-
tures of such an ecosystem have been rolled out; its benefi ts as well as the 
diffi  culties which might arise have been analyzed, and political recom-
mendations have been developed. Each contribution is a single piece of 
an entire mosaic whose full picture will become clear when the reader 
considers the diff erent chapters as a whole. 

 In Chap. 1 we describe and analyze the functioning and the basic con-
struct of an innovation ecosystem as well as its prerequisites, its advan-
tages over narrower approaches, and its potential political merits. 

 In Chap. 2 the author uses ample empirical material for analyzing in 
detail the benefi ts of strong innovation policies notably for economic 
development and international competition. 

 Th e focus of Chap. 3 is the analysis of the diffi  culties of comprehensive 
innovation policy systems. Th e author identifi es obstacles and opposition 
and argues in favor of new sobriety in innovation policy beyond rebuff  
and hype. 

 Chapter 4 underlines the signifi cance of clusters for a stimulating 
innovation ecosystem. It focuses on three factors that make clusters par-
ticularly well suited to develop eff ective and successful open innovation 
strategies: access to fi nance, cross-specialization, and local trust. 

 Chapter 5 deals with the complexities and intricacies of innovation 
policy inside administrations, where short-term and long-term decisions 
need to be reconciled, diff erent actors and their interest are to be aligned, 
and interministerial policy coordination need to be ascertained. 

 In Chap. 6 the authors delve into a particularly important element of 
innovation, viz. funding and fi nancing, suggesting that fresh thinking is 
somewhat imperative in order to overcome fi nancial barriers and frictions 
and provide the funds needed to kick-start innovations. 

 Chapter 7 concentrates on the role of collaborative governance and 
argues that promoting innovation in the EU requires a fundamental 
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change in the EU’s governance approach. Proponents of economic 
paradigms calling for innovation will have to recognize that without 
equally signifi cant governance innovation, their case is a lost cause. 
Both forms of innovation facilitate each other and are indispensable for 
any innovation ecosystem to work. 

 Th e signifi cance of collaborative governance is deepened in Chap. 8, 
arguing that new forms of all-encompassing governance, that is, interac-
tive and value generating, are to be designed and implemented. Th e cru-
cial role of institutional arrangements as well as of governance in aligning 
all the driving forces and actors in favor of radical change is emphasized 
as a prerequisite. 

 Chapter 9 questions the ability of the EU system of governance to help 
business and research to unfold their innovative potential: Th e European 
Union is a complex system constituted by a myriad of diff erent actors 
with often discordant political agendas and interests and a dominant, 
rigid, and regulatory approach. Th e author argues that notably the EU 
regulatory system is no longer able to successfully manage complex poli-
cies as in the case of R&D or innovation and is in strong need of overhaul. 

 Chapter 10 turns to one of the central cornerstones of the innova-
tion system: a stimulating higher education and research environment. 
Academic institutions are key contributors and stakeholders to fuel eco-
nomic and societal dynamics. Building a stronger academic capacity 
inside the EU is an ambition and must overcome the diff erence between 
the three basic models of higher education and research: the Anglo- 
Saxon, the German Humboldtian, and the French Napoleonic models. 

 Chapter 11 widens the perspective by enlarging the picture beyond 
education and by dealing with the broader issue of culture and the impli-
cations of cultural diversity for any innovation ecosystem. European 
“cultural industries” require cross-sectoral innovation and collaboration 
based on diversity, and provides an important economic and cultural 
asset. Politics, so the author argues, need to foster both innovation of 
culture and a culture of innovation! 

 In Chap. 12 our perspective is broadened again: Th e author explores 
the role of foresight studies and summarizes principal challenges resulting 
from scientifi c, ethical, economic, ecological and geopolitical develop-
ments for the innovation ecosystem. Foresight strengthens the urgency 
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of cutting-edge innovation ecosystems and is a useful tool to explore the 
interactions in complex systems. 

 Chapter 13 emphasizes and explains the crucial role of enterprises 
and the functioning of a particularly innovation-led fi rm. From this 
micro- level analysis comes a macroeconomic dimension of an intensive, 
innovation- driven economy. 

 Finally, we end this volume by resubmitting a series of political rec-
ommendations from 2013 and 2014 and with subsequent evaluations 
thereof. Chapter 14 enumerates and explains the sets of recommenda-
tions made by the authors and editors working together in a HLG on 
IPM. In this chapter we elucidate and exemplify some of the attention 
and disregard that our recommendations have so far been received. 

 Let’s summarize: Overarching innovation policy is the key tool in the 
postindustrial, digitalized, and global economy to stimulate economic 
growth and strengthen competitiveness and employment opportuni-
ties for Europe’s millions of unemployed. By reordering, upgrading 
and enriching decisive elements of the presently rudimentary, rather 
than comprehensive, approach of EU innovation policy, an innovation- 
conducive environment can be provided. 

 Whereas the traditional linear model of innovation prioritizes scien-
tifi c research as the basis of innovation and suggests that change happens 
in a successive fashion from research via invention to innovation to diff u-
sion and marketing, the model put forward in this book provides a much 
richer picture of the way innovation works and how it can be stimulated 
and fostered. 

 Th e authors deploy the idea of innovation ecosystems, that is, a set 
of ideas, attitudes, institutions, instruments, policies, regulations, and 
factors that determine the level, direction, outcome, productivity, and 
degree of competitiveness from innovations, not just in the European 
economy, but in national societies, in regions and cities. A realm charac-
terized by clear, simple, effi  cient, smart, low-complex, competition-based 
and socially accepted features will be best suited and conducive to prompt 
promotion of innovation. Such a novel approach is best suited to the 
complex interrelations of technology, economy, fi nance, and governance 
in today’s globalized world. Factors, such as legal provisions, administra-
tive support, entrepreneurial skills, risk propensity, and public opinion, 
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etc., defi ne an environment more or less conducive to innovation. Th e 
removal of bottlenecks and obstacles to innovation are the tall order of 
the day, within all layers of the EU system. 

 Innovation environments should be tailored and matched to the needs, 
requirements, properties, etc., of the targeted fi rms, businesses, organiza-
tions, and institutions. As the Single Market or the Common Currency 
once were, a  European Decade of Innovation  should be the new over-
arching vision for the EU, a benchmark for its actions. Th is European 
Decade of Innovation is meant to serve the  European Common Good : 
the best living and working conditions for the peoples of Europe, the mod-
ernization and maintenance of its unique societal model—based on civil 
rights, humanistic values, and cultural diversity. It requires overcoming the 
system failures in a supranational governance model, such as the EU, once 
designed for other purposes in the less complex economic and political 
world and for culturally diff erent societies of more than half a century ago. 

 Unfortunately, one rediscovers today the same pattern in operation for 
the last 50 years: the required reforms are evident for everyone; a lot of lip 
service is paid to them, but the supranational system is unable to produce 
them timely and consistently. Had the Lisbon Treaty not introduced the 
European Council of Heads of State and Government, which at least is 
able to deal with crises, the edifi ce could have crumbled already. 

 However, in the multilayered EU system, one cannot just blame the 
Commission for this; it has shown on occasion the right vision, only to 
be watered down by Member governments and a navel-gazing European 
Parliament. With every lower election turnout, the Parliament has 
become more interested in its own power extension than in defi ning the 
European Common Good and steering the EU toward it—some excep-
tions, such as defense of Europeans’ civil rights, notwithstanding. Th e 
key economic actors, corporations large and small, have lost the support-
ive attitude that they once had, and in the void sometimes unaccountable 
nongovernmental organizations have captured a role disproportionate to 
their capabilities. Th e once high credibility of the EU has sunk ever lower 
as a result, and this when the EU, though a radically reformed one, is 
more needed than ever. 

 In a multilayered governance system, comprehensive innovation also 
requires the closing of the innovation gap between member states, for 
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which there is neither even a policy nor funds, let alone the political con-
sciousness in a considerable number of them. Although this book deals 
primarily with the EU system, not with national innovation or gover-
nance, we cannot avoid noting that only a small group of member states 
take economic and social innovation seriously enough and attempt to 
make reforms, and within this group there is an even smaller group of 
countries that succeed to make it to the top in global rankings. Th ere are 
new fault lines in the Single Market and the Eurozone as a result, and 
one day, these will lead to political, economic, and monetary instability, 
jeopardizing the whole Union. An innovation defi cit may not off er as 
much drama as a budgetary defi cit, but it will surely have equally serious 
consequences. 

 When one considers what would be needed ideally, and the quite real-
istic recommendations for short- to mid-term reforms by the indepen-
dent tripartite High Level Group on Innovation Policy Management, as 
did other expert groups before them, 1  and what is actually being done 
in the EU institutions, then the conclusion can only be that  we are still 
far away from revolutionizing innovation policy .  It is high time to get it 
going. Yet, we do hope that this volume can contribute to take the bull, 
on which Europe is currently sitting uneasily, by the horns and take on 
the challenge!       

1   See Esko Aho Report— Creating an Innovative Europe  (European Commission 2006). 
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