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Executive summary 

On the context of the report 

This intermediate report has been prepared by the “Follow up of the Lisbon strategy” 
expert group (LEG) created by the European Commission to assist the Commission 
services in the analysis and follow-up of the research part of the National Reform 
Programmes (NRPs). To this end, the group decided to take a broader view and, in line 
with the approach followed by the majority of Member States to report on research (IG 
7) and innovation (IG 8) in an integrated manner, and the evolution of R&D policies, 
conducted an integrated assessment covering both R&D and innovation. This broad 
approach which was adopted in the 1st LEG report is also the basis of our analysis in 
this 2nd report. More emphasis is put on research policies focusing on four main areas: 
policy governance, open innovation, demand side policies, and internationalisation. 

On general trends based on progress reports 

The Progress Reports indicate that Member States have taken the re-launch of the 
Lisbon strategy seriously. However, it is quite clear that not all Member States have yet 
sufficiently recognised the true importance of knowledge – and subsequently of R&D 
and innovation – as key factors behind economic growth as well as social and 
environmental development.  

Despite the fact that Member States seem to be paying more attention to governance, 
Progress Reports still indicate a lack of integration between knowledge related and 
other policies and measures. Several important issues such as internationalisation, 
open innovation, the need to address the demand for R&D and innovation, etc. have 
not been sufficiently recognised in the Member States’ Progress Reports. 

On policy governance 

The impression the Progress Reports give about the quality of policy governance in 
Member States is still hazy and varied. While there seems to be increasing attention to 
governance, the overall approach and focus is still mainly on administrative 
implementation rather than on strategic policy governance processes. The same 
applies for integration of policies: while there are increasing efforts to coordinate 
between policies, there is still a lack of truly holistic and horizontal mixes of policies.  

One of the key problems in monitoring the progress in Member States and at European 
level is the lack of good indicators. Using only simple input indicators – such as the 
R&D investments – misses most of the actual progress made in Member States. 
Simple input indicators are also likely to draw attention away from the more substantial 
and longer term issues such as structural changes and policy governance. Evaluation 
can be used in cases where simple indicators are not sufficient for monitoring progress. 
However, only very few Member States seem to consider this approach.  

While there is clearly some mutual learning between Member States, especially 
between new and old Member States, it is still too early to say if the OMC will have a 
significant impact in enhancing it due to the lack of cross references on this learning 
process found in progress reports. 

On open innovation 

According to the Progress Reports, there is an increasing emphasis on long-term and 
more institutionalised forms of public-private collaboration. While there are various 
underlying motivations for this, the aim is to create environments more conducive for 
open innovation.  
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Most of the policy measures presented by Member States target PROs and PPPs. As a 
result, PROs are increasingly required to address strategic needs defined by industrial 
sectors both from the education and research standpoint. Many countries rely on the 
reform of traditional structures of PROs by creating specific centres of excellence (or 
competence) to ensure long-term partnerships. These centres are typically connected 
to “sectoral clusters” in order to facilitate exchange of expertise and innovation.  

Many countries are concerned about technology transfer structures, especially those 
targeting the creation of new technology based companies from public institutions and 
licensing technology to industry. The specific needs of SMEs in traditional sectors are 
also recognised in this context. Clusters and S&T parks continue to be supported in 
many Member States. It seems also, that more emphasis is being placed on regional 
clusters instead of conventional S&T Parks, although it introduces a critical governance 
problem. PRO-industry cooperation and mobility are stimulated by governments with 
specific policy measures by emphasising institutional involvement in open innovation.  

While Member States are taking steps towards fostering open innovation, there seem 
to be structural, institutional and cultural rigidities that are likely to hinder this 
development. Therefore, good examples and enhanced policy measures are needed to 
support developments towards fostering open innovation. 

On demand side policies 

There is an increasing recognition of and interest in demand-oriented policy measures 
both at European and at Member State levels. Due to their problem-driven nature, most 
such demand policies are not mentioned in the research and innovation chapters but 
can be found scattered across the Progress Reports.  

The focus of measures reported lies on public procurement and private demand 
supporting in ICT and (renewable) energy technology. Other potential growth areas like 
health technology and services, advanced environmental friendly transportation, are 
less frequently covered in the Progress Reports. Also, regulation (and standards & 
norms) as an instrument of demand-based research and innovation policy are hardly 
mentioned in the reports. The concept of lead markets, combining demand and supply 
oriented policies, is not explicitly addressed.  

In substance, it remains open whether Member States don’t run demand-oriented 
policies beyond those mentioned or just don’t report on them. There is evidence from 
other sources that more and more Member States are broadening their scope of 
demand-oriented policies towards research and innovation, hence contribute to Lisbon 
objectives.  

A basic bottleneck of a greater impact of demand-oriented innovation policy is the lack 
of awareness and readiness in sectoral ministries. Demand orientation has the highest 
leverage when combined with sectoral policy goals. There is hence a need to mobilise 
sectoral ministries and agencies for the innovation dimension. This calls for new 
innovation policy governance. 

On internationalisation 

The Progress Reports do not discuss the issue of national efforts towards the common 
European goals in the Lisbon strategy. The outlook of the Progress Reports is national 
in character; the dual aspect of Lisbon strategy is, in fact, not recognized, i.e. the dual 
commitment to designing national policy measures that will realise both the national 
goals and interests and the European goals of the Lisbon strategy (“intra-European”). 
Even if intra-European aspects are indicated, they are not part of the main points of the 
discussion. Segments of possible intra-European actions are mentioned in some 
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Progress Reports, and many Progress Reports underline the necessity to prepare for 
effective competitiveness in the global economic and industrial race, but most of them 
fail to state or add appropriate national and/or intra-European policy measures.  

As coordination measures are hardly discussed in the Progress Reports, improvements 
of the coordination procedures, notably the OMC, are not suggested. The Member 
States should be encouraged to add measures that will contribute to realizing the 
common European goals of Lisbon strategy, coordination measures included. 

On systemic approach 

The previous four main topics are intimately linked. Given the new trends in private 
sector R&D generated by globalisation, long-term public-partnerships for innovation 
need to be conceived in an international perspective. This pushes for a shift towards 
“intra-European” initiatives and encourages policy makers in Europe to climb up the 
Europeanization staircase. Developing demand-oriented policies represents a rather 
radically new approach for conducting R&D and innovation policies, distinguishing it 
from the traditional supply-push policy approach. To conduct such new and often 
societal need driven policies, it is essential that the governance of innovation policy is 
organised so as to foster inter-sectoral and inter-ministerial coordination. Hence, good 
governance and openness (between policy areas and across borders) are two sides of 
the same coin of the new R&D and innovation policy-making in Europe and for Europe. 

One implication of this is that R&D and innovation policies cannot be discussed 
separately. There is a need to develop research and innovation policies which are 
better aligned to the current challenges faced by national and European research and 
innovation systems: this refers to the concept of “systemic” innovation policies. 

The present analysis of Progress Reports reveals some encouraging trends in the new 
areas of open innovation, demand-driven policies, intra-European initiatives to open the 
national borders of policies, or developments towards more adapted governance 
structures for innovation policies. However, these advances are not widespread across 
Member States and still affect policy portfolios in a marginal way. It is not obvious 
hence, that these will be sufficient to drive Europe towards the policy reforms needed 
to reach the ambitious objectives adopted in Lisbon. 

The future new modes of governance would require a broader understanding of 
policies for research and innovation. Governance would have to take into account the 
systemic nature of innovation, deal more proactively with the challenge of moderating 
cross-sectoral linkages, re-organise administrations in a way that enables flexible 
horizontal co-ordination, adopt a holistic notion of research and innovation policy and 
foster more elaborated forms of institutionalised co-ordination between European, 
national and regional levels. 

Main recommendations 

Both Member States and the Commission should consider: 

I. Applying the systemic approach to policy making for all research and innovation 
matters of the Lisbon strategy, specifically making efforts to integrate the various 
national strategies, and even include sectoral policies which were not considered in the 
Lisbon Strategy. 

II. Focusing on the “engines” of developments as it is crucial to accelerate efforts 
towards a knowledge-based society – the strategies should attempt to identify the 
levers of development leading to growth and sustainability. 

III. Fostering mutual learning for demand based research and open innovation policies: 
There is growing experience in Member States with the design, governance, 
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implementation and evaluation of demand oriented policy measures. OMC could help 
in the exchange of experiences and in the development of multi-lateral initiatives. 

IV. Developing and applying methodologies and a reduced set of indicators for 
monitoring and evaluating progress in terms of the systemic approach both at regional 
and national level. 

V. Integrating the complete spectrum of internationalisation strategies, at all levels of 
the staircase, and ensuring that these contribute to the improvement of national and 
European innovation systems. 

VI. Aiming at the removal of legal and tax barriers to mobility. Several studies and the 
reports of many working groups, as well as actions and even directives are available to 
support this aim poorly addressed in NRPs and progress reports. 

VII. Developing a uniform pan-European legal framework, guidelines and initiatives to 
support demand side policies in the area of public procurement and fiscal conditions for 
industry location. 
 

Member States should consider: 

VIII. Addressing issues such as innovation systems approach, policy governance, open 
innovation, interplay of national and European actions, and demand side policies in 
their NRPs more so than now. OMC workshops and conferences on e.g. governance 
or demand side measures can support this orientation. 

IX. Integrating the dimension of intra-European coordination, in particular through OMC 
and by involving regional governments.  

X. Differentiating proposed policies between the two types of national and intra-
European policy measures, and adding measures that will contribute to realizing the 
common European goals of Lisbon strategy. 

XI. Adapting their governance structures, formally involving all affected stakeholders, 
particularly private and public research entities, and regional governments before 
launching the second round of NRPs. 

XII. Reporting on the budget allocations needed for specific priorities and policy 
measures and indicating the allocation volumes – whether they are based on additional 
funds or reallocation of existing funds – in their NRPs and Progress Reports. 

XIII. Reporting on effectiveness of reforms and measures, beyond administrative 
reporting, using targets, indicators and evaluation whenever appropriate. 
 

The Commission should consider: 

XIV. Rewriting the guidelines for reporting on Lisbon strategy to include and visualise 
the differentiation between National, Intra-European, European and International 
perspectives and related policy measures. 

XV. Rewriting the guidelines for reporting on Lisbon strategy to place more emphasis 
on policy impacts, and include the improvements of coordination procedures, especially 
the OMC (including expanding the OMC to cover intra-European policy measures). 

XVI. Creating a “horizontal guideline” crossing all other guidelines, to address 
internationalisation of research and innovation policies. 

XVII. Promoting the approval of follow-up procedures related to structural funds in the 
context of Lisbon strategy objectives.  
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1 Description of the work 

Mandate of the Lisbon Expert Group 
 
This report has been prepared by the “Follow up of the Lisbon strategy” expert group 
(LEG) created by the European Commission to assist the Commission services in the 
analysis and follow-up of the research part of the National Reform Programmes 
(NRPs).  
 
The 1st LEG report was finalised in September, 2006. At that time, the Commission 
services saw the need to update the mandate and extend the duration of LEG. The 
main reason was the need to develop an adapted methodology for the assessment of 
the 2006 Progress Reports due in Fall 2006, and to elaborate an overall assessment of 
progress made during 2006 in the implementation of the research components of the 
NRPs. 
 
According to the updated mandate, the remit of LEG is to provide advice to the 
Commission services (DG RTD) on national research policies, policy trends and good 
practices in the context of the Lisbon strategy and the 2005 NRPs. The updated 
mandate of LEG includes the following tasks: 

a) review Member States’ 2005 NRPs and provide feedback on DG 
Research’s own assessment; 

b) identify Member States’ good practices and EU level policy trends and 
emerging issues; 

c) identify areas that would benefit from greater policy co-ordination and where 
OMC could be applied; 

d) provide advice on the coherence of Member States’ policy mixes and on 
further challenges to be considered by national policies; 

e) provide advice on the methodological aspects of the assessment of 
progress in the implementation of the research aspects of NRPs; 

f) assist in the assessment of the 2006 Member States Progress Reports; 
g) carry out an assessment of progress at EU level and identify relevant policy 

issues 
 
The updated mandate includes producing the following deliverables: 

1. A first interim report on Member State’ good practices, EU policy trends 
and areas where policy co-ordination will be beneficial.  

Since the purpose of the 2005 NRPs was to highlight what each Member 
State plans to do in order to reach the Lisbon objectives, the focus was 
naturally on reforms. Hence, the 1st interim report focused on EU level policy 
trends based on NRPs and on areas where greater policy co-ordination will 
be beneficial. 

The final version of this report was delivered to the Commission services 
(DG RTD) in September 20, 2006. 

2. A second interim report on progress in the implementation of the research 
aspects of NRPs as reported in the 2006 Member States’ progress reports. 
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3. A final report integrating the main outcomes of the two interim reports and 
drawing lessons and recommendations for the follow up of the research 
aspects of the Lisbon strategy. 

 
This is the 2nd interim report prepared by the expert group. The aim of this report is to 
help the Commission and Member States to improve policy measures and governance 
for the second NRP round. The secondary goal is to identify major trends from a 
systemic perspective in R&D and innovation policies. 
 
The work to produce this report was based on thematic contributions from individual 
members of the expert group and discussion of relevant topics, based on an analysis of 
the Member States Progress Reports received in October and November 2006. 
 
Opinions expressed in this report are the opinions of the members of the expert group 
and do not necessarily reflect the opinions of their respective employers or the opinions 
of the Commission. 

Context, aim and scope of the report 
 
The re-launched Lisbon strategy was endorsed at the 2005 Spring European Council 
following a mid-term review of the original Lisbon agenda and progress made. The 
contents of the re-launched Lisbon agenda is essentially based on the same original 
objectives, although more focused on economic growth and job creation. More 
importantly, the re-launch of the Lisbon strategy emphasised the key role of Member 
States and shared ownership of the Lisbon process between Member States and the 
Community. 
 
By the end of 2005, all 25 Member States were asked to produce 3-year National 
Reform Programmes (NRPs). These programmes were based on Integrated 
Guidelines for Growth and Employment – a more concrete guidance on how to 
translate Lisbon strategy into national action plans. To follow up the progress made by 
Member States in the implementation of their NRPs and to assess the progress made 
at EU level, the Commission asked Member States to produce Progress Reports at the 
end of October 2006. 
 
The NRPs, Progress Reports and the governance processes related to these 
programmes, especially the Open Method of Coordination (OMC), are expected to 
become key instruments in the governance of the reformed Lisbon process. The 
purpose is to hasten reforms at the national level in all Member States and make 
governments take more responsibility in the Lisbon process, and help the Commission 
identify, launch and reform EU level activities to better support the Lisbon process. 
 
In the 1st interim report, LEG analysed the 2005 NRPs and identified key policy trends 
at EU level, as well as areas where greater policy coordination would be beneficial.  
 
This 2nd interim report analyses the progress made by Member States. It is based 
mainly on the analysis of 2006 national Progress Reports2. The analysis also relies 
strongly on the 1st LEG interim report and on the underlying 2005 NRPs. 
 
This report does not provide a detailed country-by-country analysis. The analysis is 
based on identifying clusters of Member States according to their current position and 

                                                 
2 Since the English language versions of some Progress Reports were not available to LEG at the time of 
writing this 2nd interim report, the analysis is based on 22 Member States (Italy, Poland and Sweden are 
not included). 
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types of policy measures planned or launched in the main areas addressed in this 
report. 
 
The first part of the analysis (Chapter 2) concludes with the identification of key policy 
trends at EU level, based on Member States Progress Reports. 
 
The second part of the report (Chapters 3 to 6) focuses on four main issues identified 
as important in the 1st interim LEG report. These are policy governance, open 
innovation, demand side policies and internationalisation. The second part of the 
analysis discusses each of these topics separately. The emphasis is to first extend the 
discussion of these issues further from the 1st interim report and then identify key 
trends related to these issues based on Member States’ Progress Reports. 
 
The final part of the report (Chapter 7) consists of recommendations for improving the 
next phase of NRPs and follow-up. 
 

2 General trends from national Progress Reports 
 
After analysing the national Progress Reports, LEG arrived at the following conclusions 
concerning general trends in research and innovation policies in Europe3:  
 

1. Compared to the statements expressed in 2005 NRPs, Member States 
seem to have taken the re-launch of Lisbon strategy more seriously.  
 
This conclusion is based on the way Member States report specific 
measures and commitments in their Progress Reports. From the LEG 
perspective, Lisbon strategy seems firmly anchored in policy design at the 
national level. 

 
2. Documentation reveals that substantial effort have been made by 

Member States in preparing “professional” Progress Reports. 
 
Progress Reports are formally correct with respect to the structure proposed 
by the Commission and the opinion of LEG is that they reflect the interest of 
European governments to demonstrate the efforts made at national level to 
move their economies in the right direction. It also explains the emphasis 
paid to explain the benefits of new policy measures, the budgets increase, 
or the number of activities funded. 
 

3. LEG feels, however, that Progress Reports do not rely as expected on 
“knowledge” as the basic engine for societal evolution, economic 
growth, social inclusion and sustainability - as it was expressed in the 
original Lisbon strategy.  
 
Furthermore, no clear references to the impact of knowledge intensive 
activities on other policies, like ICT infrastructures, are found in Progress 
Reports from an integrated perspective with the rest of research and 
innovation policy measures. 
 

                                                 
3 It should be noted that the conclusions of a most recent CREST report (CREST 1211/06) on “lessons for 
R&D policies on the basis of the NRPs and the 2006 Progress Reports”, seem to reinforce the conclusions 
of LEG on general trends. 
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4. The analysis of Progress Reports reveals the lack of integration of 
policy measures. 
 
This does not apply only within research and innovation guidelines, but also 
with other policy areas like infrastructures, employment, industry or 
education. It reveals the lack of systemic approaches to overcome 
fragmentation in policy-making due to governmental specialisation and the 
existence of hermetic boundaries between related policy areas. 
 

5. Interplay between policies at regional, national and European level is 
not clearly reflected in Progress Reports.  

 
Although some Member Sates reflect the involvement of regional 
governments or, at least, the intention to involve them, Progress Reports do 
not devote special interest to this interaction as a mechanism to accelerate 
the progress towards Lisbon goals. 

 
6. Measures aimed at making better use of EU Structural Funds or to 

increase participation in the Framework Programme are found in many 
small Member States and in those who are large beneficiaries of 
Structural Funds.  
 
These measures should ensure coherence and additionality with the rest of 
policy measures in NRPs. The use of European money in the period 2007-
2013 could be a major factor to boost knowledge investments (not only for 
building physical research centres!) and to stimulate intra-regional and inter-
European initiatives. The effectiveness of these expenses is an open issue. 
 

7. Demand side policies are hardly addressed in progress reports. 
 
LEG expected to find more demand side policy measures due to their 
relative and increasing importance in promoting innovation. Progress 
reports show a patched scenario where demand side policy measures are 
scattered without an integrated approach with other research and innovation 
measures. 

 
8. There is some indication that Progress Reports are used as a 

governmental tool to “sell” the adequacy or benefits of policy 
measures they are planning, discussing or have decided to implement. 
 
It also reflects the consideration of NRPs and Progress Reports as policy 
documents with clear interest at the national level, and not only the 
consequence of a requirement from the European Council to be periodically 
satisfied by Member States. 

 
9. Most countries have devoted efforts to improve their institutional 

structure with the view of improving coordination to ensure consensus 
on Lisbon commitments.  
 
LEG does not have sound criteria to assess if this process is only a formal 
process or if there is real coordination that would eventually imply an 
alignment of policies. Effectiveness of these moves should be assessed 
next year. 
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10. Progress Reports have paid attention to governance problems. 
 
National governance processes seem to give more attention to stakeholder 
participation (e.g. in the form of seminars, presentations, etc.), which is 
likely to strengthen the commitment and shared ownership of the NRPs. 
Still, improvements will be desirable to raise higher attention and relevance 
among scientific and technical communities. 

 
11. In more research-intensive countries, the primary objective of 

structural reforms seems to be to increase the effectiveness of policy 
measures.  
 
In less research-intensive countries, the Lisbon process is also used as an 
external pressure to create or accelerate the creation of new governance 
structures and build up missing elements of the innovation system. 

 
12. Few Progress Reports reveal that Member States have paid more 

attention on strategic policy implementation than on simple 
administrative implementation. 
 
Most Member States seem to rely on conventional governance procedures. 
This increases the risk of lack of coherence between vision, strategy and 
measures. 
 

13. Progress Reports are in most cases much more detailed than NRPs in 
the description of policy measures.  
 
In some cases, new policy measures announced in NRPs have been 
implemented and explained in Progress Reports; also other policies not 
explicitly mentioned in NRPs have been introduced.  
 
The relationship between NRPs and Progress Reports becomes clear only 
when NRPs were well defined; in other cases, it is difficult to trace the links 
between plans (NRPs) and execution (Progress Reports). 
 

14. The assessment of the efficiency and effectiveness of policy measures 
is still suffering from the lack of sufficient indicators and methods. 
 
LEG feels that the consequence of new policy measures implemented as a 
consequence of NRPs will not be reflected in research and innovation 
indicators until 2008. Then, specific follow up processes could be designed 
and agreed in 2007 to be able to assess efficiency and effectiveness on 
time. 
 

15. Structural reforms in public systems are addressed in the majority of 
Progress Reports from the knowledge transfer perspective, while the 
full adherence of open innovation advises to shift the perspective 
towards sustainable knowledge sharing and mutual learning models. 
 
It seems that the consequences of open innovation are not completely 
adopted by Member States in formulating reforms in PRO and demand side 
policies.  

 
16. There is an emphasis on large consortia-based projects and structures 

where different types of entities like universities, enterprises, users, 
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etc. cooperate with financial support from governments to increase 
attractiveness for private investments.  
 
International approaches for this type of initiative can be found in some 
countries. There is an intention to connect these large projects with 
international cooperation (e.g. FP7), but it is not clear how it will be 
improved with countries outside the EU. 
  

17. Globalisation as a major trend having a significant impact on 
structural reforms is not well reflected in policies described in 
Progress Reports.  
 
LEG suspects, that a number of Member States have recognised the impact 
of globalisation, and initiatives are being planned or launched. However, 
based on the Progress Reports, Finland and Denmark seem to be the only 
ones launching initiatives at strategic level. The behaviour of multinationals 
and other high-tech companies is also clearly influenced by this trend but 
Progress Reports do not explicitly address this issue. 
 

18. Science and technology policies in progress reports are basically 
national oriented in scope. Progress reports do not address 
internationalisation and intra-European cooperation as a strategic 
direction.  
 
Although intra-European mobility and participation in European programmes 
are included in Progress Reports, there is little evidence of national efforts 
towards contributing to the European Research Area (ERA)4 as a whole. As 
an example, only a small number of cross-border policies and initiatives are 
mentioned (e.g. France-Germany, Spain-Portugal). This might indicate that 
Lisbon strategy in research and innovation is basically understood from a 
national perspective only. 

 

3 R&D and innovation policy governance 

R&D and innovation policy governance in the context of Lisbon strategy 
 
Studying the policy governance dimension in the NRPs is of paramount importance, 
due to the fact that policy-makers cannot rely on a one-size-fits-all R&D and innovation 
policy portfolio to be implemented in standard manner. Instead, policies need to be 
tailored to specific innovation systems needs and features, and hence will differ from 
country to country. Furthermore, there is path-dependency in policy-making, meaning 
that not all policy approaches can be imported and implemented directly, but instead 
need to be combined with the existing policy context and history. Hence, the 
composition of the policy portfolio, the balance between policy instruments, and the 
design and mode of implementation of instruments, are all crucial for the effectiveness 
of policy action. As a result, the governance aspects – focusing on strategic capabilities 
and on effectiveness of policies- are at least as important as quantitative issues (such 
as increase in funding allocated to R&D in public budgets) or the presence of several 
specific types of instruments in policy portfolio. 
 
                                                 
4 There are actually two parallel concepts: the original ERA, i.e. the European Research Area, and ERIA, 
i.e. the European Research and Innovation Area. We have selected to use the more familiar ERA in this 
report, although in content we refer more to ERIA. 



 
 

11 
 
 

The EU-level mid-term review (or “new start”) of the Lisbon strategy in 2005 stated that 
(emphasis added): “the OMC is a powerful instrument to assist Member States in their 
efforts to adopt a more strategic and integrated approach and to deliver more 
efficient polices” (European Commission 2005). The emphasis on strategic and 
integrated approaches, and on efficiency of policies, forms indeed the core of the 
question at stake, and can be applied to the R&D and innovation domain under 
consideration here. 
 
How would a suitable policy governance system for research, technology and 
innovation look like? There are no “best practices” available but it can nevertheless be 
argued that the following four conditions need to be present for policies to be strategic, 
integrated and efficient: 
 
Strategic policy design capabilities and practices: policy-makers need to be able to 
create a link between national innovation systems diagnosis, the definition of overall 
strategic goals and priorities, and the elaboration of instruments responding to the 
stated priorities. Such capabilities stand in contrast with policy design practices that 
can be qualified as “ad hoc” or “copy/paste” or “follow the mood”-type. A key question 
here is: what are the main driving forces for policy changes: are they problem-based? 
Evidence-based? Driven by lobby groups? Driven by evaluation of policies? Bottom-up 
constructed through consultative exercises? Nurtured by intelligent benchmarking (see 
below)? And what role do policy-makers play amongst these driving forces? The 
presence of full and integrated policy cycles is required: this includes diagnosis, priority 
setting, instruments definition, instruments implementation, assessment of results, and 
feedback loops between all phases of the cycle. Different cycles may be present 
according to policy instruments and areas and it is also important to be able to adjust 
policy action as needed. 

 
Integrated and open Policy governance models: in order to design and conduct 
strategic policies, it is necessary to overcome fragmentation in policy-making due to 
governmental specialisation and the existence of hermetic boundaries between related 
policy areas. There are basically three different types of fragmentation. The first one is 
horizontal fragmentation, which can be addressed by establishing coordination 
structures crossing over governmental boundaries and ensuring integrated vision and 
implementation of policies: the key point here is to ensure effectiveness of the 
structures to overcome the fragmentation problem. Are these conducive to the design 
of efficient policy mixes, taking into account overlaps, synergies, negative and positive 
interactions between all instruments? The second type of fragmentation is vertical and 
refers to the inclusiveness of the policy processes, whereby a wide constituency is 
involved at several stages of policy-making (with a focus on priority setting). One 
dimension of vertical fragmentation is between design, implementation and evaluation 
of policies. Another is fragmentation between policies at regional, national and 
international levels. This type of fragmentation is typically more difficult to address, 
since there is no single dominant actor, like in the first case. Therefore, this type of 
fragmentation is often addressed through open policy processes, voluntary pacts, etc. 
The third type of fragmentation is temporal fragmentation, which refers to 
inconsistencies in policies over time. Empowering government agencies, setting up 
PPPs and other shared arrangements that are detached from day-to-day political 
decision making, or establishing policy processes across the political arena to achieve 
widespread consensus are some of the possible approaches to overcome this type of 
fragmentation. 
 
Policy governance tools - monitoring and evaluation: to conduct strategic and 
efficient policies and support reflexivity throughout the whole policy cycle, policy-
makers need to rely on tools to assess relevance and impacts of their policies. The use 
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of quantitative indicators is one typical response to this need: indicators can be used at 
the diagnosis stage, either to discover or to confirm trends and issues; they can be 
used to define objectives at the stage of priority setting, at the stage of instruments 
definition, and at the monitoring and evaluation stages. However, the value of 
quantitative indicators is limited, and they need to be supplemented by more qualitative 
analyses rather than being used in a mechanistic fashion. Regular, independent and 
learning- and impact-oriented evaluation practices are crucial to feed the strategic 
policy-making practices. 

 
Trans-national approach to policy governance: nowadays the design and 
implementation of R&D and innovation policies cannot any more be conducted in a 
purely national context: opportunities for joint trans-national action need to be identified 
and capitalised upon; the facts that private R&D activities are organised on a 
multinational basis, and that public research actors are also increasingly 
internationalised, need to be incorporated in policy making. Within the framework of 
NRPs, a specific issue relates to the impact of the OMC process: is it visible in the 
design or implementation of the R&D and innovation policy mixes? Are the “soft laws” 
of OMC translated in trans-national policy learning, policy coordination, or even policy 
convergence and joint policies? Is there some sign of “intelligent benchmarking” taking 
place thanks to the OMC setting (or through other channels)? And how is it possible to 
collectively learn from non-EU countries’ experience? Chapter 6 includes some 
rationale in favour of a change of behaviour and focus. 

R&D and innovation policy governance in 2006 Progress Reports  
 
The first report of the LEG noted that the NRPs remained largely silent on the 
governance issues described above. In consequence, it was very difficult to derive any 
conclusion on the appropriateness and effectiveness of modes of governance of R&D 
and innovation policies, from the reading of the NRPs texts.  
 
The situation has incrementally improved with the submission of the first Progress 
Reports of the NRPs in Fall 2006, as most Member States paid some attention to a 
selection of governance issues in their reports. 
 
Like with the analysis of the NRPs, the level of details provided varies a lot from 
Member State to Member State, and the texts do not necessarily cover all relevant 
issues touching upon the governance question. Despite these limitations, seven broad 
conclusions are drawn from the analysis of the NRPs Progress Reports. 
 

1. From administrative towards strategic policy implementation: the 
NRPs implementation process shows similarities with the process for 
implementation of Structural Funds programmes in several countries, in 
particular those that are large recipients of these funds. Assessment grids 
proposed by the Commission for the monitoring of the NRPs Progress 
Reports, when they are present (this is the case for only a few Member 
States), report mainly on budgetary appropriations and foreseen expenses, 
but do seldom link towards output and impact indicators. A recent strategic 
study carried out for DG Regio (Technopolis et al. 2006)5 revealed that 
there is an important need to evolve from an administrative and financial 
monitoring of implementation (focused on funds absorption) towards 
strategic monitoring, focusing on effectiveness of measures and their role in 
the overall policy system. This also means that it should be possible to 
analyse and revise actions on an ongoing basis, rather than having one 

                                                 
5 http://ec.europa.eu/regional_policy/sources/docgener/evaluation/pdf/strategic_innov.pdf 
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preparation round at the start and one assessment round at the end (in the 
case of NRPs 2005-2008 is a long period, in the case of the Structural 
Funds programmes, 2007-2013 is obviously too long to limit the strategic 
part to an ex ante phase). 
 

2. New coordination structures but few “policy mix” considerations: the 
NRP process seems to have been instrumental in establishing coordination 
structures spanning over several policy domains, in order to coordinate 
Lisbon policies (e.g. working group headed by a “Mr/Ms Lisbon”). 
Depending on the countries’ institutional setting, new bodies are created, 
such as the Lisbon coordinator and the Strategy Office at the State 
Chancellery in Estonia, or existing ones are used, like in Finland. This is not 
always the case though e.g. when there is a lack of political consensus for 
such coordination: achieving this may be particularly difficult in 
decentralised countries such as Belgium and Spain, where alignment of 
regional and national policies may not be a goal as such. In those cases the 
idea of a Pact between national and regional governments with other social 
actors may be more relevant.  
 
Nevertheless, the impacts of these new modes of organization are not (yet) 
visible in developments of “policy mix” considerations, focusing on 
interactions, overlaps and synergies between policy instruments from 
various policy domains. Could the learning process started with the recent 
creation of “Lisbon coordinators” new positions mainly based on trial-and-
error, be enhanced by exchanges of experiences on the coordination 
process itself? The case of countries which pay a specific attention to policy 
mix might pave the way to foster such developments, e.g. the approach 
taken by the new Irish Office for Science, Technology and Innovation (OSTI) 
established in 2006, with the mission notably to “ensuring coherence in 
programmes and initiatives among the agencies and identifying areas for 
enhanced synergy initiatives to promote enterprises R&D”; or the intention 
in the new German High Tech strategy to “better coordinate and interlink 
research, innovation and education policy, as well as economic, health, 
environmental and consumer protection policy”. A country like the 
Netherlands is also providing interesting examples in the form of 
“Programmatic packages” for innovation, which mix instruments targeting 
R&D, human capital, start-up support and application and marketing of 
knowledge, and the “multi-facet” package “peak in the delta”. This could 
certainly provide food for thought for those Member States in the process of 
developing a “comprehensive system of innovation policy” (as mentioned 
notably in the Slovak NRP Progress Report). 
 
It should be noted, that despite the lack of truly systemic policy mixes in the 
Member States’ NRPs, there are, however, signs of movement into this 
direction. Simultaneous launch of complementary policy measures, such as 
addressing human resources for R&D, large strategic projects and research 
infrastructure, indicate that there must be increasing efforts towards better 
policy integration. 
 

3. Ex post appropriation process of NRPs: in Member States that did not 
possess an overall Growth and Employment Strategy beforehand, the 
process of appropriation of the NRPs is generally taking place during the 
first implementation period through various procedures: parliamentary 
sessions, consultations, technical groups web-based consultations, etc. As 
an example, the Portuguese Progress Report mentions 300 hearings and 
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explanatory sessions held with all stakeholders throughout the country.  
This might help correcting the initial process which, due to time constraints 
and other reasons, was lacking legitimacy and lessening the real political 
value of the NRPs, as noted in the first LEG report (e.g. this is well 
described in the case of Luxembourg, where it is indicated that the 
important social concertation process took place after releasing the NRP). 
However, cases where this ex post appropriation process has led to 
changes in direction in the NRPs are not numerous: one example is the 
Czech Republic where a line on “ensuring human resources in R&D” was 
added in 2006 after debates took place on the NRP. 
 

4. A current limited role of indicators to monitor policy success: few 
Members States have set up target indicators beyond the general Barcelona 
targets. The public part (generally set at 1% of GDP) in the Barcelona target 
can be of some help to monitor the public investments in R&D, but the 
private share (set at 2%) depends from so many other factors that in 
practice, the links between policies and this target are tenuous. Even for the 
public part, situations of high GDP growth (as is the case in many new 
Member States) also blur the picture in cases where both nominator and 
denominators are growing very fast. Hence there is a need to set up 
intermediate targets in order to be able to monitor policies: such 
intermediate targets should focus on subsets of the Innovation System that 
are targeted by the policy instruments or reforms (e.g. in Estonia there are 
targets in terms of research personnel, which is a main bottleneck in the 
national innovation system). Another intermediary indicator could be the 
share of R&D investments in the general state budget. Besides indicating 
the future change in R&D share of GDP, it is a strong indicator of 
government commitment to Lisbon objectives. The indicators system seems 
to be much more developed in the labour market area, which could perhaps 
provide inspiration for improving the monitoring of R&D and innovation 
policies. The reports do not in general present detailed indicators for 
monitoring and evaluation, although some countries mention an interest in 
the development of such a system (e. g. in the Czech Republic, specific 
indicators and partial targets are chosen in addition to the EU Structural 
Indicators). 
 

5. Policy evaluation does not appear prominently: cases where policy 
evaluation is reported as an important ingredient for policy design and 
evaluation are still rare. Finland, the Netherlands and the United Kingdom 
are cases where policy evaluations are appear prominently as part of the 
system: compulsory evaluations are part of the policy design process. It is 
encouraging though to see the creation of evaluation structures for future 
policy support such as the Agency for Evaluation of Research and Higher 
Education in France, the Integrated System for Follow-up and Evaluation in 
Spain, the new role in evaluation assigned to Latvian Investment and 
Development Agency, and the recognition of this need in the case of 
Greece. There is an obvious opportunity for trans-national learning here. 
Two Member States report on the use of macroeconometric models to 
assess the impacts of the reforms on the national economies (Hungary and 
Luxembourg). In other Member States, these structures exist years before 
launching NRPs processes and they are continuously updated and 
improved; nevertheless, they are focused on specific issues and not from a 
comprehensive structure to deal with research and innovation in an 
integrated manner. 
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6. Weak visible impacts of the OMC so far: few NRPs implementation 
reports refer to lessons learnt in the framework of the OMC process. A 
number or reports provide so-called “good practices” but cases of importing 
good practices from other Members States are rarely mentioned. In any 
case, it is important to acknowledge that, due to the large diversity of 
research structures and capabilities amongst Member States, pure 
“transfer” of good practice from one environment to another is likely to fail. 
Cross-reference to other Member States’ NRPs are only reported for Spain 
and Portugal, but a few Member States report that they take into account 
foreign experiences when designing their policies (e.g. in Slovakia the use 
of foreign experts from the Netherlands, Austria and Germany is mentioned, 
for the review of the state of the innovation support system, with a view to 
learn from international good practice).  

 
Influence of Commission analyses on the NRPs is visible and several 
Member States, typically New Member States, have tended to adjust to 
these recommendations from Brussels, or at least took them in 
consideration. Hence, the overall impression from the text of the Progress 
Reports is one of bilateral learning between Member States and the 
European Commission, rather than of multilateral learning between Member 
States. The LEG believes however that there is much more trans-national 
policy learning at play than what appears in the Progress Reports6: making 
this apparent could help Member States could support the process of 
Europeanization of R&D and innovation policies.  
 

7. R&D and innovation policies show a marginal trend to become 
internationalised: the progress reports of NRPs are principally referring to 
strategies and instruments operating within national boundaries, within the 
context of the national system. This point will be discussed in more detail in 
Chapter 6.  

 

4 Open innovation 
 
The assumption that advanced scientific and technological knowledge is increasingly 
generated in networks composed by different types of S&T agents (both public and 
private institutions) is widely accepted. Today, it is assumed that individual research 
entities cannot possess in-house all the required knowledge to develop new advanced 
and complex products and processes; then, it should be necessary for them to create 
the right context to be able to efficiently generate and share knowledge with other 
potential allies in order to speed up technological innovation. European governments 
have tuned (or intend to tune) their R&D and innovation policies to this open scenario. 

The evolving nature of private R&D 
 
Today, European companies are challenged in their innovative processes due to three 
complementary factors: 
 
The need to cope with multidisciplinary approaches to deal with system 
complexity. Speeded up by emerging technological convergence, requirements for 
                                                 
6 For example, the “Six Countries programme” is an international network of experts, policy makers and 
practitioners engaged in research and policy making on innovation. Its major aim is to contribute to a better 
understanding of innovation processes, their impacts on the economy and society and the development of 
effective (public) innovation policies. See www.6cp.net  
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larger system design, and new application fields, the probability to base new products 
on in-house available technologies is very low. 

 
The need to create and to deliver solutions for real or potential customers in 
shorter periods of time. Due to the pace of technological change, the need to 
anticipate future customers’ needs with its own personnel becomes a huge barrier that 
prevents relying on the use of internal teams for complex product development. Then, it 
seems better to join forces with other institutions if partnerships for specific purposes 
could be created in relatively short time. 

 
The need to increase organisational flexibility to reduce costs and to adapt the 
company to new markets and regulations. The consequence is a rich emergence of 
more agile organisations where the core business (with some key technologies) is 
retained while other non-crucial aspects are externalised or approaches in a 
cooperative basis. Under this approach, companies intend to identify what are or 
should be the key knowledge they must possess in-house and, simultaneously, to build 
a network of external partners or experts to be used on demand. 

 
As a consequence of the interaction between the three challenges mentioned above, 
on the strategic positioning of private companies, innovation is addressed by combining 
knowledge from several entities. This is the basis for “open innovation”. 
 
Today, three types of open innovation models can be identified in business sectors: 
subcontracted, cooperative, and open community. All of them could coexist in a given 
company. 
 
Subcontracted innovation model. Within this innovation model, research and 
development needs of a company (contractor) are subcontracted to another company 
or to a public research centre or university. It corresponds to the well-known model of 
contract research widely used for companies in the last decades.  
 
All property and exploitation rights of the subcontracted activity usually rely in the 
contractor company. Usually, multidisciplinarity could require signing several contracts 
with one or more entities to cover all necessary perspectives of the research activity. 
 
This approach typically precludes technological breakthroughs or, at least, very 
innovative solutions because subcontracted entities do not like to risk their contracts 
looking for non-mature solutions. Furthermore, system integration and 
commercialisation risks remains in the contractor. Again, this is a constraint for 
boosting innovative solutions. 
 
Cooperative innovation model. This innovation model – also known as consortia-
based innovation – is based on the need to share knowledge, risks and benefits 
amongst a set of individual “partners”, both public and private. This model is widely 
supported by public administrations, aware of the beneficial spill-overs on society.  
 
This approach needs to ensure a good level of cooperation between partners to enable 
the exploitation of the results. If cooperation amongst potential competitors is needed 
to obtain the intended results, time horizon for commercial exploitation is moved 
forward (e.g. to agree on an industry de facto standard in some technological domain). 
 
Open community innovation model. This is a less used innovation model based on 
open patents, publications and stimulation to others’ innovative solutions. 
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In this model, different actors post their solutions looking for acceptance and reuse. 
Sometimes, they compete with other “open communities” adhered to other type of 
solutions. Benefits come from a very rapid evolution of the field, and then, the 
economic advantage for early adopters is higher. 
 
The relatively new scenario in this field recently came from the change of behaviour of 
large private companies. The rationale behind this change of behaviour is again time 
pressure to create markets for some type of specific products or solutions, even when 
new competitors could be also created as a side effect of the process. Obviously, 
“control” of the innovation process is much more difficult or even impossible than in the 
other approaches, but agility is easier to achieve.  
 
Although all these three types of open innovation models can be implemented by 
involving only different types of private companies, it is common to find public research 
organisations (PROs)7 involved in these kinds of partnerships.  
 
In most cases of cooperative open innovation models involving PROs, they are only 
focused on national entities due to the legal and mentality barriers existing at the 
national level to accept funding foreign entities. Nevertheless, this model is slowly 
becoming more common where some governments agree to act along the same lines 
and some symmetric behaviour (not necessarily funding) could be found. 
 
Then, PROs belonging to different European countries are starting to join forces by 
creating different legal structures or simply formal agreements to converge their 
research agendas and strength their positions to capture European or inter-
governmental funds. Pressure from the European Commission around networks of 
excellence, large research facilities, or bilateral or multilateral agreements amongst 
several Member States indicates the need to give more stability to research co-
operation. 
 
Table 1 summarises the possible involvement of different stakeholders depending on 
the open innovation models presented above. 
 

                                                 
7 The term “Public research organisations” includes in this document universities, higher education 
establishments, and other public research institutions belonging to national or regional governments. 
Although their legal basis could differ, they need to face a similar challenge as knowledge-based 
institutions and, unless explicitly mentioned, they will be simply considered as PROs. 
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Table 1. Comparison amongst the role of stakeholders in open innovation 
models 

 

PRO-industry co-operation in the context of open innovation 
 
PROs could play a prominent role in accelerating innovation by emphasizing its co-
operation with industry and Government. They are starting to transform their research 
relations from short to long-term by increasing efficiency in knowledge generation and 
access, and institutional involvement. Unfortunately internal governance structures, 
research structures and funding instruments have not been properly reformed to cope 
with this new context and they should be overcome to consolidate the trend towards 
more stable public-private partnerships. 
 
From the PRO standpoint, the emergence of new financing models approved by 
regional or national governments where block funding depends on the evaluation of 
both teaching and R&D activities through a set of indicators is a major driver. Part of 
this funding depends on the level of co-operation with industry and also on the 
exploitation of research results (patents, licences, spin-offs, etc.). 
 
Present situation of PRO-industry research co-operation still exhibits several problems 
deserving specific attention that policy instruments should address. 
 
The research exclusivity problem. The research activity of a PRO should be, by 
nature, open to be shared with others. From the other side, when a private company 
decides to contract some R&D activity to a public research group, it intends to preserve 
the knowledge created and to limit the activity of the research group with other 
competitors in the same topic or related research line. This problem becomes more 
acute when co-operation moves from individual research projects towards more 
durable partnerships because the confinement strategy is much more difficult to 
implement in wider S&T domains. 
 
The support to regional/national industries problem. Usually, research evolves in a 
globalised knowledge market. Governments, however, like also to see their research 
centres and universities as drivers for innovation in the regional or national domain and 
they design and tune their collaborative research instruments for that purpose. 
Nevertheless, governments also perceive the need to push PROs to play in an 
international game because decisions on international R&D investments are also 

The role of different 
stakeholders 

Open Subcontracted 
innovation 

Open Cooperative 
innovation 

Open community 
innovation 

Private companies Both contractors and 
subcontracted 

Leadership  Stimulation for the 
participation  

Public research 
organisations 

Subcontracted Responsibility in 
technical roles 

Participation 
 

Regional 
governments 

None Small, unless other 
facilities are included as 
regional clusters or S&T 
parks 
Instruments in regional 
R&D programmes 

Definition of rules  
Provision of additional 
facilities 

National governments Small (only in some 
specific research 
programmes) 

Definition of rules  
Instruments in National 
R&D programmes 

Definition of rules  

European Union None 
(although FP projects 
allow for limited 
subcontracting) 

Specific instruments in 
Framework 
Programmes 

Favourable context for 
knowledge 
dissemination 
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considering the internationally perceived quality of the public research centres located 
in one specific place. How to balance these two drivers is an open question. 
 
The IPR ownership problem. The ownership of IPR in the classical subcontracting 
model is under crossed fire for two main reasons. First, the pressure on PROs from 
public administrations to increase the number of registered (or even licensed) patents 
or other intellectual property titles as an indicator for funding is provoking the search of 
more innovative models for IP management. Industry is also changing the way that 
patents and other forms of IP are understood. They are not only used to protect their 
knowledge against others but to exchange it in a co-operative scenario: i.e. an 
instrument for co-operation. 
 
The analysis of this situation reveals the need to find a different basis for stable co-
operation. With this purpose in mind, the European Commission (COM, 2005) 
promoted the development of a “guide to better practices for collaborative research 
between science and industry” within a voluntary programme of responsible partnering. 

Policies towards more institutionalised and long-term collaboration 
 
Public administrations are putting more emphasis on policy instruments oriented to 
support long-term joint research ventures and, through them, to boost private 
investments in R&D. Here, the emphasis is not placed on the co-operation for one 
specific R&D project but on the support for a wider research line during long periods of 
time with higher commitments of involved institutions. Public administrations are 
convinced that the creation of stable PRO-industry partnerships will facilitate the 
adaptation of public research groups’ research agenda to the industry needs if this 
evolution is economically supported during long periods of time. 
 
The rationale at PROs to support this change in the historical trend of co-operation with 
industry relies on two different assumptions. The first is an obvious one – the need to 
ensure more sustainable funding for long-term research activities and to avoid short 
term cooperation where the capability to address fundamental research problems is 
strongly limited. Most of the research funding supported at national and EU level is 
short term, project based funding. Long-term research requires sufficient stability and 
predictability, which can be supported by establishing more long-term sustainable 
funding arrangements. 
 
The second assumption is the need for deeper institutional involvement if more 
stable long-term partnership is required. Then, the use of more elaborated PPPs 
generates an institutional interest in consolidating external resources by reaching long-
term agreements with other strategic partners. For one specific PRO, the selection of 
external partners is an important decision because the number of partnerships 
involving the best research groups and the most promising S&T areas is limited.  
 
PROs use today several mechanisms to establish long-term partnerships: joint 
research centres, enterprise-university chairs and new start-up companies.  
 
A joint research centre implies the creation of a common research infrastructure to 
develop R&D activities closely linked to the interest of the enterprise. In some cases, 
more than one enterprise participates in the research centre. The agreements imply 
long-term funding of a limited number of research lines which are decided in some joint 
decision board with a strong influence of the enterprise. The new entity is usually 
entitled to manage research with more flexibility than the previous PROs could do; this 
is especially true in the case of governmental research labs historically constrained by 
administrative procedures. 
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In universities, the creation by agreement with one industry of an enterprise-
university chair constitutes a soft type of joint research venture. In this case, the 
enterprise is interested in supporting a wide range of activities related to one topic by 
keeping some long-term involvement with a relatively reduced budget. This scheme 
has been successfully applied for private firms or for different types of private 
institutions with an interest in holding a permanent link at the University. 
 
The case of start-up companies can be considered as a potential evolution of other 
types of short and long-term research ventures when the available research result 
obtained by one PRO with other industrial partners allows its direct exploitation as 
products or processes through a new technological company. This process is not 
widely used yet in Europe due to two types of difficulties: 1) reluctance of faculty 
members to abandon the public institution to be enrolled in a new company without 
ensuring the “coming back process” to their original position, and 2) difficulties found at 
the PRO to provide enough investments over time to maintain a balanced shared 
structure between all partners if they have preferred to participate as shareholder. 
 
New forms of long-term collaborative arrangements are also developing at European 
level. Two of these deserve specific attention: Technology Platforms (TP) / Joint 
Technology Initiatives (JTI), and the European Institute of Technology (EIT).  
 
“Technology platforms (TP)” refer to a long-term instrument led by European 
industries proposed in the preparation of the 7th FP. The idea is to join a set of public 
and private institutions to agree on a long-term strategic research agenda (20 to 30 
years) and its associated roadmap. Some of them will derive in “Joint Technology 
Initiatives (JTI)” with a legal structure. The influence of TP/JTI heavily depends on their 
capability to attract all major stakeholders (basically large industries) and other 
knowledge intensive partners. Some Member States have tried to create mirror 
structures at national level with similar goals. 
 
PROs have assumed a secondary role in technology platforms because leadership 
comes from large industries. Nevertheless, the agreement on a common research 
agenda is a very important result to ensure that public and private entities will work in 
the same direction; however, it is too early to know how this instrument will evolve in 
coming years and its real benefits.  
 
“The European Institute of Technology (EIT)” is another major effort promoted by 
the European Commission to support structural reforms and industry involvement in 
European universities and research centres. The proposal of implementing the EIT as 
a legal pan-European entity in a distributed way opens another challenge for PROs 
putting their structural reforms in an international perspective. EIT is proposing to fund 
the so-called “knowledge Communities” where specific institutes or research groups 
belonging to one university or public research centre with other external academic and 
business partners propose the creation of one of these communities. It is too early to 
know how this kind of long-term European research ventures like EIT can condition the 
freedom in decision making in individual European universities or research centres. 

Environments for open innovation: S&T parks and clusters 
 
European governments (both central and regional authorities) have defined support 
policies with specific funding for the creation or support of S&T parks. A recent trend 
was to substitute the traditional instrument of classical technology parks, to 
knowledge-based parks where PROs play a prominent role in their promotion and 
management. The pursued objective locating companies in S&T parks promoted by 
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PROs is to press industries to commit resources during long periods of time (and not in 
the 2-4 years periods as it is usual in consortia-based instruments) in selected 
“research institutes” located near PROs. Indirectly, Governments try to boost more in-
house research in the industrial sector and to ensure convergence between research 
agendas. 
 
From the accumulated experience, this process has shed some lights and shadows. In 
some cases, S&T parks became in consolidated areas but too biased towards the 
location of companies (and therefore, closer to the role played by conventional 
technological parks); in other cases, they are a physical extension of the PRO with null 
or low involvement of the industrial sector. The key to the success of such type of 
initiative relies however in the intensity of knowledge “co-generation” occurring thanks 
to the proximity of different types of entities offered by the knowledge parks. 
 
In some countries, structural funds have been used to support their construction and 
scientific equipment. Behind this approach, regional governments try to consolidate 
“knowledge clusters” in line with the efforts and guidelines set up by the European 
Commission (see e.g. COM, 2006d or COM, 2006e). 
 
The recent trend of large cities to enter into this arena with their own knowledge parks 
and clusters, will introduce another dimension in the policy governance: the local 
authorities. Then, clusters are not simply seen as arrangements allowing PROs and 
companies to work in the same buildings and share the same facilities, but rather as 
attractive environments for knowledge-intensive activities (see Kok report, 2004). The 
role of PROs in regional clusters enforces the objective to anchor their activity in a 
given geographical area. 

PPPs and PRO reforms in the Progress Reports 
 
The evolution of research cooperation presented in previous sections was also 
addressed in the policy measures contributing to the Lisbon goals proposed by 
Member States in their 2005 NRPs and 2006 Progress Reports. In this context, both 
Public-Private Partnerships (PPP) and Reform of PRO were addressed by Member 
States but by diverse measures.  
 
The 1st LEG report mentioned that Member States have identified a number of 
measures aimed at reforming PROs in NRPs. These include: creation of centres 
specialising in industry/academia interaction; modernisation of universities; additional 
funding to industry/academia collaboration; enhancement of commercialisation of 
research results; creation of other types of specialised structures. The analysis of the 
Progress Reports shows five major trends firmly aligned with the type of policy 
measures mentioned in the previous paragraph: 
 

1. PROs are required to address strategic needs defined by industrial 
sectors both from the education and research standpoint. Emphasis is put 
on national perspectives, unless multinational companies are involved.  
 
The case of Denmark where this change in priorities is also supported by 
specific funds could be also found in Finland, Hungary, Spain, France (with 
consortia-based projects of tens millions of euros looking for technological 
breakthroughs), and UK (in this case with an emphasis on new skills required 
by industry). France and Germany are also looking for European cooperation in 
these large projects. In Portugal, Government promoted as a part of the reform 
of State Labs, R&D Consortia as non profit private entities articulating State 
Labs, associated Labs, and other national and foreign entities or companies. 
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Four consortia have been created (for biotech, high energy physics, 
environmental risks and oceanography).  
 

2. Many countries rely on the reform of traditional structures of PROs by 
creating specific centres of excellence (or competence) to ensure a deep 
involvement and long-term partnership between science and technology 
agents. These centres are also connected to “sectoral clusters” in order to 
facilitate exchange of expertise and innovation acceleration. In some cases, 
they have an international perspective. 
 
This trend is found in Finland, and UK (with strong emphasis on local and 
regional authorities from a wider perspective where city planning). In Hungary, a 
new innovation programme for key industries has the task of promoting the 
implementation and operation of advantaged research and development 
centres in the field of advanced technologies or in the key sectors. A similar 
example is found in Ireland looking for “structured engagement between 
industry and academia through the establishment of competence centres”. Also 
in Ireland, initiatives such as Innovation Partnerships run by Enterprise Ireland 
have been promoted to increase the levels of collaborative activity. In Slovakia, 
a similar objective of a closer relation among science, research and 
development, forming mutual partnership between the business sphere and the 
academic environment is sought, with a methodology to be created for the 
establishment of Technology Transfer Centres. 
 

3. The improvement of commercialisation and technology transfer 
structures also concerns many countries. It is also linked to boost the 
creation of new technology based companies from public institutions and better 
mechanisms to license technology to industry. This trend is also addressing the 
specific needs of SMEs in traditional sectors. Associated to this area there are 
also PRO-industry mobility schemes developed throughout Europe. 

 
An example of this type of behaviour could be found in Greece and Slovenia 
where emphasis is put on the transfer and adaptation of knowledge and 
advanced technology to traditional industrial sectors and the development of 
industrial innovative activities.  
 

4. The objective of increasing PRO-industry cooperation is also stimulated 
by governments with some specific policy measures.  
 
The case of The Netherlands with the growing use of “innovation vouchers” to 
allow companies to “buy” services in the public system is an example in this 
direction. Small (up to 2,500€) and large vouchers (up to 7.500€) where the own 
contribution of the company is also growing up has been well received by 
SMES. 
 

5. Clusters and science-technology parks continue to be supported in many 
Member States. 
 
It seems also, that more emphasis is being placed on regional clusters instead 
of conventional S&T Parks, although it introduces a critical governance problem 
(more acute in the case of internationalised clusters). Sectoral clusters are 
mentioned by several Progress Reports but probably with a very different 
structure. Cooperation and coordination between national and regional 
governments can be found in the financial support to these initiatives. 
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The evolution of these types of policy measures and their efficiency analysis should be 
an important element for future follow up. We also consider that this is a fruitful area for 
mutual learning in the context of OMC. 
 

5 Demand side policies for R&D and innovation 
 
This chapter introduces demand oriented innovation policies, defined as a “set of public 
measures to induce innovations and / or speed up diffusion of innovations through 
increasing the demand for innovations, defining new functional requirement for 
products and services or better articulating demand.” (Edler 2007) 
 
There is growing awareness among experts and policymakers that boosting demand 
side research and innovation policies can help to stimulate innovation-based economic 
dynamics and growth. Often, technologically "mature" innovations don’t achieve a 
market breakthrough or don’t spread quickly enough. Why so? Economists and 
innovation researchers offer a number of reasons (Edler 2007): High market entry 
costs may threaten first users of innovations since they would have to cover part of the 
manufacturer's development and learning; innovation customers are not adequately 
informed about the benefit, safety or reliability of new products, hence early users 
thus bear a greater risk. Here public policy can act as a risk-taker, contributing to a 
better risk assessment on the part of the consumers or setting safety and performance 
standards; early users have to bear higher transaction costs for learning and 
adjustment, as they assume the learning costs of the later users. The state can lower 
transaction costs by timely use of an innovation and demonstrating its use or by setting 
financial incentives; a radical change in technologies is often retarded by lock in-
effects and path dependencies, since “old” technologies work with specialised 
infrastructures and complementary products: users of established technologies are 
"locked in" – breaking out these trajectories is costly and needs strong incentives; 
products whose consumer benefit grows with the number of users (such as 
telecommunication) are initially less attractive and run the risk that the network effects 
will not occur; inadequate interaction between demanders and manufacturers may 
hamper innovation. State policy (such as foresight exercises) may help users to 
communicate their needs clearly to potential producers or collaborate with them on 
innovative solutions, thus facilitating the emergence of innovations for which a 
promising market exists.  
 
In contrast to supply-oriented innovation policies (R&D subsidies etc.) demand oriented 
are in most cases not administered by research or “innovation” ministries, but by 
governmental departments responsible for issue areas such as environment, 
consumer, energy, ICT, health, defence, transportation, etc. Those policies are 
problem and issue-driven, they are set up to make consumers save energy, use 
advanced ICT, take advantage of efficient home building materials etc. However, their 
considerable leverage potential stems from the development and diffusion of innovative 
products and services, as a higher demand will push producers in the innovative 
directions and make them invest in innovative activities. This leverage potential could 
play an enormous role for the achievement of the Lisbon objectives.  
 
Table 2 offers a typology and detailed overview of the scope of demand-oriented 
innovation policies. This typology was developed for a recent study exploring evidence 
of demand oriented policies across European and other countries (Edler 2007). 
 
The most direct form to stimulate innovations by demand oriented policy is public 
procurement. In Germany, for instance, the public purse invested in 2003 € 260 billion 
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in products and services, and thus more than 12% of GDP. In Europe before the 
enlargement (EU 15) this share is even higher, at 16% (Wilkinson et. al. 2005). This 
purchasing power of the state constitutes in certain sectors – construction, public 
health, energy in public buildings, etc. – the lion's share of demand. Public 
procurement has received growing attention of policymakers in the last couple of years. 
Especially at the European level efforts are being made to raise awareness of policy 
makers towards the potential of public demand for innovations and even R&D (see e.g. 
Kok Report, 2004, Aho Report, 2005). The recent change in R&D and innovation State 
aid regulations is also likely to open the way towards a more proactive scenario for 
public procurement. 
 
Government procurement in general can be organised to be more conducive to realise 
innovation, e.g. when "innovation" is one essential criterion in the tender and 
assessment of tender documents – which is not easy since general procurement is not 
organised in agencies or ministries responsible for innovation. Procurement is strategic 
if the demand for certain technologies, products or services is embedded into sectoral 
policy and if it deliberately stimulates a market. Effective mobilisation of procurement 
for the stimulation of innovation requires a thorough review of intra-administrative 
procedures and governance. Another approach is catalytic procurement when the state 
is involved in the procurement or even initiates it, but the purchased innovations are 
finally in the last instance used exclusively by the private end-user. Examples of this 
are market transformation programmes in the energy sector in Sweden in the 1990s.  
 
While public procurement has received considerable interest in recent years and is 
high on the European policy agenda, the support of private demand to spur innovation 
is still undervalued. Several forms of support can be distinguished. An obvious public 
instrument to spur private demand for innovative products is financial support. In the 
literature on innovation, these measures play a quite subordinate role, and also in the 
ongoing discussion on demand orientation with respect to the Lisbon strategy the 
financial influence exercised by private demand is not a prominent topic yet. Next to the 
monetary influence on demand there are also "soft steering" concepts geared to the 
willingness and ability to accept, demand and apply innovations (awareness and 
competence building; information). A more fundamental demand dimension is 
represented by dedicated measures stimulating the articulation of needs, 
preferences, ideas and fears of potential users as for new technologies and 
innovations in general.  
 
Another, different way to influence demand for innovation builds on the shaping of 
regulation and norms, a dimension that has received little consideration but is gaining 
more attention recently (Blind et al. 2004). Regulations can influence production 
(ingredients/ components, materials, processes etc.), performance (quality, 
compatibility) or consequences (health, safety, the environment) of products or 
services (e.g. recycling regulations, emission standards etc.), hence directly affecting 
the demand behaviour, for they reduce the information costs of the demanders and 
relieve them of appraising risks. Similar, but more direct impacts on the demanders are 
also achieved by regulations on product information. Regulations of the use of 
innovations, e.g. electronic signatures, allow legally secure business deals to be 
handled on the Internet. The state can also actively support the standardisation 
process, for instance, by encouraging self-regulation (norms, standards) on the part of 
firms, by monitoring or moderating the standardisation process. A very direct 
connection to demand is for example to force and encourage consumer groups to 
participate in standardisation negotiations facilitating rapid market acceptance. Last 
types of regulations are those which directly influence dynamics in the marketplace, 
i.e. create markets or influence market conditions in such a way that the demand for 
innovations grows (such as trading with emission rights).  
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Table 2. Typology of demand oriented policy measures (Edler 2007) 
 
Instrument Role of State Method of Functioning 
1. State Demand  

General procurement buy and utilise
The state considers innovation in general procurement 
as main criterion (e.g. definition of needs, not products, 
in tenders) 
The state specifically demands an already existing 
innovation in order to accelerate the market 
introduction and particularly the diffusion. This can 
include the targeted co-ordination of different 
government bodies and moderation with 
manufacturers. 

Strategic 
procurement  
(technology-specific) 

buy and utilise
The state stimulates deliberately the development and 
market introduction of innovations by formulating new, 
demanding needs. This can include the targeted co-
ordination of different government bodies and 
moderation with manufacturers. 

Co-operative 
procurement 

buy / use 
moderation 

The state is part of a group of demanders and 
organises the co-ordination of the procurement and the 
specification of needs.  
Special form: catalytic procurement: the state does not 
utilise the innovation itself but organises only the 
private procurement 

2. Support for private demand 

2.1 Direct support for private demand  

Demand subsidies Co-financing The purchase of innovative technologies by private or 
industrial demanders is directly subsidised  

Tax incentives Co-financing  Amortisation possibilities for certain innovative  
technologies  

2.2 Indirect support for private demand: information and enabling (soft steering) 

Awareness building 
measures Information 

The state starts information campaigns, advertises new 
solutions, conducts demonstration projects (or 
supports them) and tries to create confidence in certain 
innovations (in the general public, opinion leaders, 
certain target groups) 

Voluntary labels or 
information 
campaigns  

support 
information 

The state supports a co-ordinated private marketing 
activity which signals performance and safety features. 

Training and further 
education enabling 

The private consumers or industrial actors are made 
aware of innovative possibilities and simultaneously 
placed in a position to use them.  

Articulation organising 
discourse 

Societal groups, potential consumers are given voice in 
the market place, signals as for future preferences 
(and fears) are articulated and signalled to the 
marketplace. 
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2.3 Regulation of demand or of the interface demander – producer (steering via 
standardisation) 

Regulation of product 
performance and 
manufacturing  

The state sets norms for the production and introduction 
of innovations (e.g. market approval, recycling 
requirements). Thus demanders know reliably what 
certain products perform and how they are 
manufactured. The norm affects firstly the producer 
(norm fulfilment), but spreads to the demander by 
means of the information about norm fulfilment 

Regulation of product 
information 

The state sets standards, so that demanders receive 
reliable information about innovations. 

Usage norms  

regulation,  
control 
("command 
and control" 

The state creates legal security by setting up clear rules 
on the use of innovations (e.g. electronic signatures)  

Support of 
innovation-friendly 
private regulation 
activities 

moderation 
The state stimulates self-regulation (norms, standards) 
of firms and supports / moderates this process and 
plays a role as catalyst by using standards  

Standards to create 
a market 

moderation,  
organisation 

The state creates markets for the consequences of the 
use of technologies (emission trading) or sets market 
conditions which intensify the demand for innovations  

Systemic Approaches 

Integrated demand 
measures 

combination 
of various 
roles 

Strategically co-ordinated measures which combine 
various demand-side instruments  

Integration of 
demand- and supply-
side measures 

combination 
of various 
roles 

Combination of supply-side instruments (R&D 
programmes) and demand-side impulses for selected 
technologies or services. 

 
Applying a strategic approach, the demand for innovations or the support of market 
introduction or diffusion can be used as an economic policy instrument combining 
supply-oriented and demand-oriented measures, in order to create so-called lead 
markets (cfr. the spread of mobile telephony and related policies in Finland during the 
1990s). This assumes that in a certain market new technologies or services are 
introduced and that the design of these technologies or services is generally accepted 
as "dominant design" in the global markets (Edler 2007; Beise 2001; Meyer-Krahmer & 
Reger 1999; Porter 1990). Characteristics of lead markets are (Edler 2007):  high per 
capita income or low price elasticity (which tends to increase the propensity and 
willingness to purchase higher quality goods); challenging demand, i.e. high tendency 
to quickly accept innovations; critical mass in those areas in which markets abroad will 
also exist in the foreseeable future; good framework conditions for rapid learning and 
adaptation processes or suppliers; regulations which show other countries the way 
(pioneering) and make high requirements of the producers (e.g. strict approval 
standards); general framework conditions promoting innovations; adequate 
technological and productive competence in the valued chain and supporting services; 
"image" of a location as lead market; specific, innovation-driving problem pressure (or 
high significance of clear political goals).  
 
Table 3 presents demand oriented policy measures as referred to in the Progress 
Reports. Because of time constraints of the LEG the sample offered in this table is just 
illustrative, i.e. it does not represent a systematic assessment of all policy measures 
mentioned in all Member States’ Progress Reports. Due to their “problem-driven” 
nature, most such demand policies are not mentioned in the research and innovation 
chapters but can be found scattered across the Progress Reports.  
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Table 3. Typology of demand oriented policy measures as referred to in 

Progress Reports (selection) 
 
Instrument Activities reported in Progress Reports 
1. State Demand  

General procurement Action plan the raise awareness of innovation potential of public 
procurement (NL);  

Strategic 
procurement  
(technology-specific) 

e-government procurement (A); government electronic administration 
programme (F); public sector IT and environment-friendly procurement 
(EE); specifications for the promotion of environmentally-friendly 
procurement (EL); 

Co-operative 
procurement  

2. Support for private demand 

2.1 Direct support for private demand  

Demand subsidies 

student computer procurement programme (F; EL); mobile telephony 
and broadband network supply to stimulate use (F; Fin; EL); new 
demand-driven programmes for R&D and advanced technology in 
various areas (NL); “Innovation performance contracts (IPCs)” 
supporting articulation of demand of companies having drawn up an 
innovation plan, encouraging to innovate by using external knowledge 
(NL); subsidies for renewable energy technology (NL) 

Tax incentives 
Tax reductions for stimulation of renewable energy technology (F); 
fiscal incentives to stimulate use of ICT (MT); tax incentives for 
renewable energy technology (D) 

2.2 Indirect support for private demand: information and enabling (soft steering) 

Awareness building 
measures 

Creativity stimulation for SMEs (UK); stimulating broadband technology 
and use for online business (A; UK; EL); national creativity strategy 
(Fin);  

Voluntary labels or 
information 
campaigns  

Entrepreneurship programme (Fin); e-work awareness measures (MT); 
digitalisation campaign (EL) 

Training and further 
education  

Articulation _ 

2.3 Regulation of demand or of the interface demander – producer (steering via 
standardisation) 

Regulation of product 
performance and 
manufacturing  

Stimulation of broadband use through “unbundling policy”(F); regulation 
for easy use of WiFi (Fin); strategic re-regulation of telecommunication 
to ensure innovation and investments; improved regulations for 
allocation of frequencies, framework conditions for digital TV (DK); 
strengthening production and use conditions for renewable energy 
technology (D) 

Regulation of product 
information  

Usage norms   
Support of 
innovation-friendly 
private regulation 
activities 
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Standards to create 
a market 

Regulatory stimulation of renewable energy technology (A, D); 
Introduction of a system of energy saving certificates (F) 

Systemic Approaches 

Integrated demand 
measures  

Integration of 
demand- and supply-
side measures 

Overarching “High-Tech Strategy” (D) 

 
Given the often quite superficial, only seldom detailed description of measures 
presented in the Progress Reports, the above typology appears to be too fine-grained; 
several of the cells are not filled – not necessarily because there are no initiatives in the 
Member States: it is also possible that their reporting is not detailed enough.  
 
Not surprisingly, the table reveals that the focus of measures reported lies on public 
procurement and private demand supporting in ICT and (renewable) energy 
technology. Other potential growth areas like health technology and services, 
advanced environmental friendly transportation, are less frequently covered in the 
Progress Reports. Also, regulation (and standards and norms) as an instrument of 
demand-based research and innovation policy are hardly mentioned in the reports. 
Finally, the lead market concept, combining demand and supply oriented policies, is 
not explicitly addressed.  
 
In substance, it remains open whether Member States don’t run demand-oriented 
policies beyond those mentioned or just don’t report on them. There is evidence from 
other sources (e.g. Edler 2007) that more and more Member States are broadening 
their scope of demand-oriented policies towards research and innovation, hence 
contribute to Lisbon objectives – it would be helpful if governments would 
systematically integrate them in their NRP reporting. Thereby, LEG is aware that a 
basic bottleneck of a greater impact of demand-oriented innovation policy is the lack of 
awareness and readiness in sectoral ministries. Demand orientation has the highest 
leverage when combined with sectoral policy goals. There is hence a need to mobilise 
sectoral ministries and agencies for the innovation dimension. This calls for a 
combination of sectoral policy aims and innovation policy and thus for inter-
departmental co-ordination between innovation policy, sectoral policy and – in the case 
of public procurement – specialised procurement agencies at various levels, in short, 
sound policy-coordination is asked for (see Edler, J.; Kuhlmann, S.; Smits, R. 2003): 
New governance for innovation! 
 

6 Internationalisation of R&D and innovation 

International, national and intra-European policies 
 
Over the past decades, the extent and the intensity of international actions in the field 
of science, research and innovation have grown constantly.  
 
Even science – typically international by definition – has become global only recently 
in the sense of the time frame of science production as well as in the sense of 
knowledge production itself: International science cooperation occurs across national 
and continental boundaries immediately, and not with the time delay that was the case 
in the past. Challenges are met by global groups; scientific solutions are inspired by 
researchers across all borders. Trans-national projects and joint international 
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infrastructures have become the usual forms of actions; there is mobility of 
researchers, and there are global careers, industry careers included; location policies 
and industry decisions are influenced by comparative costs; benchmarking and mutual 
learning across borders have become reality; and the gradual elimination of the 
previously national character of science is demonstrated by a global lingua franca, by 
a global citation index, and a global tool of communication.  
 
Examples of internationalisation are also found in international industrial production 
processes and world wide commercial relations, and, of course, in the global financial 
markets. Internationalisation is, in fact, the dominant feature of contemporary 
international relations, in particular in scientific and technological, industrial and 
social developments. Certain boundaries and some obstacles to cooperation still 
continue to exist, however.  
 
Internationalisation can, inter alia, be characterized as a permeation or penetration 
process of outside and inside policies and politics. Outside refers to the traditional and 
“classical” field of foreign policy of the sovereign state, as contrasted to the inside of its 
national policies and politics. In recent years, the situation has changed: the classical 
distinction of outside and inside of foreign policy can no longer explain the whole of 
international relations, in general, and - for the EU Member States - in particular. 
Today, many issues matter for both areas and determine each other, directly and 
indirectly. A large number of national policy decisions are clearly based on outside 
influences, and vice versa. The voting populations have begun to be active in national 
democratic processes related to foreign politics, such as environmental and energy 
questions and conflicts. New actors have appeared and participate in the shaping of 
foreign policy, such as the various international organisations, the industrial concerns, 
and the non-governmental organisations.  
 
The recent case of international ITER negotiations where Europe was represented as a 
single voice demonstrated that large research infrastructures could be a good example 
of international efforts. Notice that this international negotiation was preceded by 
intense intra-European negotiation to reach at an agreement on the European site. 
 
European integration, specifically the Union treaties, contributed and continues to 
contribute most to these changes. The EU structures constitute a unique international 
organisation: i.e., an international organisation combined with federal or supranational 
elements. For the Member States, the activities blend outside and inside influences on 
decision-making and policies for the areas governed by Union treaties. Consequently, 
the sovereign Member States of the Union formulate and decide their national actions, 
and conduct their traditional foreign policies, but they also act and decide in special 
European arrangements on the European level. 
 
There is a need for differentiation: The term international does not suffice any longer 
to describe properly the complex relations among the Member States of the Union. 
They decide jointly on European actions, and they individually set measures that are, 
concomitantly, national in a twofold meaning, taken in the interest of the Member 
States themselves and at the same time, taken in the interest of common European 
developments. For the latter, the term intra-European seems appropriate. The Lisbon 
strategy demonstrates best why there are reasons to distinguish between European, 
national, and intra-European actions.  
 
Lisbon strategy refers to issues of education, science and technology, employment, 
economic growth, sustainability, and social balance. Most of these matters are not 
included in the exclusive or divided competences of the Union; only some matters 
constitute a divided responsibility of the Member States and the Community, such as 
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research and technology. Measures pertaining to the former are national in the 
traditional meaning of the term; measures pertaining to the latter are European. The 
Framework Programmes, for instance, are European but certain national measures 
taken in the interest of realizing the goals of the Lisbon strategy (and not taken just in 
the national interests of the Member State) are intra-European; for Lisbon strategy 
states a dual commitment when national measures are designed and taken; there is a 
commitment of the Member States to add to the ”normal“ national policies certain intra-
European measures or to give intra-European dimensions to national measures. 
 
Let us recall that Lisbon strategy follows the typical paradigm of EU treaties and 
policies.   

- First, there is agreement on and the formulation of a vision and goals. The 
Lisbon strategy states such a vision and such goals: namely to create the most 
dynamic economic area in the world by 2010.  

- Second, measures to carry out the goals are envisaged and determined. The 
Lisbon strategy does not contain measures. It leaves them to the national 
governments.8  

- Third, instruments are designated to implement the measures. The paradigm 
implies that there is a rational relationship between goals, measures, and 
instruments. The relevance of measures and instruments in relation to the goals 
and the ability to fulfil the goals should be, and will be evaluated. The Lisbon 
strategy names one instrument, the financial investments necessary to achieve 
the goals, in particular the 3% target for R&D expenditures, but leaves others to 
the discretion of the Member States. It is understood, and needs no further 
explanation that the European measures, such as the Framework Programmes, 
are also part of the instruments of Lisbon strategy. Indeed, the significant 
expansion of the 7th Framework Programme 2006 - 2013 and its financial 
arrangements are proof of it. 

 
There is logic to this arrangement. Each Member State will have to develop specific 
measures in order to answer the national needs and the particular national situation. 
What will improve the performance of the Member State can be best decided on the 
national level; such decisions are part of the national democratic process. To serve 
national interests is legitimate, and intended by the EC Treaty and by Lisbon strategy. 
However, the Lisbon strategy also speaks of Europe as a whole; it sets goals for the 
Union. As is foreseen in the EC Treaty, and specifically in the Lisbon strategy wording, 
each Member State – while following national interests – has, at the same time, to be 
committed to European interests, and each Member State is in fact, also responsible 
for contributing to the realization of common European goals. The Member States 
agreed to this vision and policy, they agreed to the Lisbon strategy.  
 
There is no ”invisible hand“ in this European partnership arrangement of multi-level 
national and intra-European policies: coordination is indispensable. The Commission 
and the Council are (legally) charged with the coordination of national measures for 
European purposes, the Open Method of Coordination (OMC) being the single effective 
coordination procedure to date. There can be no doubt that the coordination measures, 
including OMC, relate to both the intra-European and national measures. 
 

                                                 
8 The bilateral agreements between the EU and the Member States concerning the use of structural funds 
could be regarded as an exception. While the Member States still have the responsibility and some 
freedom in interpreting the rules concerning structural funds, the rules are aligned with Lisbon objectives 
and the Member States’ plans to use their structural funds are subject to Commission approval.  
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In the Framework Programmes for Research, Technology and Development, the 
Member States’ consensus is established on what research should be promoted on a 
European level; without lengthy debates on the principle of subsidiarity, at least until 
now, it was relatively easy to reach this consensus. Too many European issues and 
research topics press towards European funding. In contrast, the national measures in 
line with the Lisbon strategy represent national efforts under the principle of 
subsidiarity. The Member States create measures that, in their opinion, are 
expressions of this principle.  
 
In the paradigm explained above, it makes sense to leave such measures to the 
Member States for still another reason: Member States are in different situation 
regarding economic and social development. Some have already taken specific 
measures which others will take later, or in a different way. Consider the new Member 
States that will have to stabilize their economies before they will be able to attack 
reforms in certain policy areas, such as their science organisations or governance 
structures. And some Member States that have already reformed many of the areas 
related to Lisbon strategy will find it necessary to stabilize their economies again, yet 
for quite different reasons. Or, some states have introduced major reforms in education 
and higher education systems or of their research and funding organisations but only 
few moved from such sectoral reforms to improving or establishing an appropriate 
governance system for the purposes of Lisbon strategy.  
 
National interests at the international arena are usually rooted to historical, cultural and 
economic links in specific geographical regions. Research and innovation policies 
defined at the national level are also considering some governmental support for this 
interaction in the research and innovation fields. Nevertheless, it is not well connected 
to other actions funded at the European level and, specifically within the Framework 
Programme. LEG considers that in this context, there is room for improvement and 
mutual learning by focusing specific policy measures in some regions. 

National efforts towards common European goals 
 
If there is logic to the paradigm and to the concept of Lisbon strategy, the Progress 
Reports, as expansive as they are, contain little or nothing of the system’s philosophy 
of Lisbon strategy. The Progress Reports do not discuss the issue of national efforts 
towards common European goals. The outlook of the Progress Reports is national in 
character; even if intra-European aspects are indicated they are not part of the main 
points of the discussion. The dual aspect of Lisbon strategy is, in fact, not recognized. 
Segments of possible intra-European actions are mentioned in the Progress Reports, 
and many Progress Reports underline the necessity to prepare for effective 
competitiveness in the global economic and industrial race, but most of them fail to 
state or add appropriate national and/or intra-European policy measures. 
 
There are a few exceptions. Finland expressly calls for a European mobility and for 
European employment opportunities, in the sense of an open European (Research and 
Innovation) Area without legal and actual boundaries. Slovenia, Denmark, France, and 
Austria concur; they want to promote European careers, and foresee national 
measures that will better enable the respective scientists to move in ERA and to 
participate in the calls of FP 7. Member States, especially the enlargement states, 
touch upon the issues often in an indirect way. Indirect means, e.g. a proposal of 
Denmark, a policy that reserves at least 50% of national research funding for 
competitive allocation procedures; for it prepares national researchers for competition 
on the national and international levels. Or, as mentioned above, many Member States 
plan a policy of fostering clusters, or large research units, or centres of excellence 
instead of funding the usual types of research projects only. Critical masses would be 



 
 

32 
 
 

created that could be instrumental also to European competitiveness. Indirect are the 
national measures by which the policy areas of science and education are better 
harmonized with national policies in the areas of regional, structural and cohesion 
measures, often funded by the Union. 
 
As intra-European coordination measures are hardly discussed in the Progress 
Reports, the improvement of coordination procedures, such as the OMC, is not 
suggested. The OMC was tested and confirmed as a way of coordinating the national 
measures.9 

The staircase to Intra-European efforts 
 
In realizing the Lisbon strategy, the multi-level structures of the Union produce a 
complex interplay of policy measures and actions. Figure 1 attempts to systematise 
some actual and possible policies of internationalisation in the three meanings of the 
term, national, intra-European, and European. 
 

 
 
Figure 2. The staircase of Europeanization of RDTI policies 
 
The vertical axis indicates the intensity towards the intra-European orientation; on the 
horizontal axis, the measures are arranged in a “staircase” upwards. Most of the 
following examples are already known or are already part of national or European 
practices. Here, they are ranked in the order of intensity or propensity to contribute to 
intra-European actions: 

- Level Zero, or the base of the “staircase”. These are the traditional national 
measures of reforms, such as for education, science and innovation systems, 
or the labour market; for if successful, their outcomes will contribute to a general 
rise of the growth level in Europe and prepare strong elements of the future 
European Research (and Innovation) Area; 

- Level 1 refers to national measures, such as preparing the research 
communities for more effective participation in European programmes, or 
strengthening the national infrastructures with a view to promote European 
participation, or providing new opportunities for continuing education or 
language training with the view of international mobility; 

- Level 2 refers to national measures that would, for instance, intensify incoming 
and outgoing mobility of personnel, or would remove tax and social security 
barriers to mobility, or would generally open the labour market for innovative 

                                                 
9 In the context of research and innovation, it might also be worth considering coordination mechanisms 
where generic European frameworks would be translated into national scenarios, like e.g. the Bergen 
Declaration in the context of the Bologna process. 
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industries, or provide for the systematic opening or the multilateral establishing 
of national programmes within the ERA concept. It also includes measures 
that change, for instance, national regulations in order to base national 
personnel recruitment on mandatory professional experience gathered in 
another Member State, link financial support of innovative centres to 
international collaborations; 

- Level 3 covers joint trans-national initiatives, in the form of programmes or 
structures jointly financed by several Member States. For instance, a 
multilateral arrangement of the national funding organisations could establish a 
common fund to promote joint innovations; or Member States could jointly 
establish or finance and use joint infrastructures or PPPs; 

- Level 4 represents the objective of a genuinely European setting for R&D and 
innovation policy, in which all Member States put resources in common to 
develop European-level policy instruments and institutions. This would 
imply, e.g. that Member States participate in and propose new programmes 
according to Art 168 and 169 EC Treaty, especially for cross-border regional 
projects and programmes. A European PhD programme or setting standards for 
a European PhD would also be part of Level 4. The Framework Programmes 
are also to be placed in Level 4, and so are the new European measures, the 
European Research Council and the European Institute of Technology. 

 
Level 4 refers both to European and joint national measures. National policies on levels 
3 and 4 are, however, intra-European in nature; they will not only promote and intensify 
European cooperation with a view to establish the ERA, they will also change the 
present division of labour between national and European institutions. 
 
The analysis of the Progress Reports reveal that, in the event that Members States 
include internationalisation of research amongst their policy objectives, the dominant 
view, however, is related to the first step (Level 1)  of the “policy internationalisation 
staircase” (Figure 2): typical examples are fostering participation of national R&D 
performers to international R&D programmes (EU Framework programme in the first 
place, but also other international programmes, e.g. Nordic programmes or other 
international R&D programmes like ESA or EUREKA10) or facilitating inward and 
outward mobility of researchers.  
 
However, LEG is aware that a lot of trans-national actions are taking place, but are not 
reported or reflected in the exposition of major policy goals, hence they take place in 
most cases within the framework of the autonomy of R&D agents (such as Research 
Councils or PROs) rather than as a element of a national policy push. They aim at 
internationalising research performers or programmes (Level 2 of the staircase). It 
should also be noted that such activities are not limited to the European countries since 
agreements with the US (e.g. in the case of UK) or China (e.g. in the case of Finland) 
are also mentioned. Other notable exceptions are the joint funding of large 
technological projects between the French and the German government, recognising 
the trans-national dimension of such undertakings, or the initiative of a joint Spain-
Portugal research institute for nanotechnology (at Level 3 of the staircase). Such 
moves need to be scrutinised carefully in the future, as they may announce innovative 
paths towards policies that are more adapted to the globalised economy, and more 
conducive to the achievement of the ERA. 
 

                                                 
10 EU Framework programmes, ESA and other European collaborative platform differ from bottom-up 
initiatives relying on national funding, like EUREKA. Whether policies towards European and bottom-up 
initiatives are different or not, is difficult to interpret from NRPs. 
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7 The need for a systemic perspective in research and 
innovation policy 

 
The previous discussions have addressed four main topics: the challenges for the 
governance of research and innovation policy, the idea of open innovation and its 
policy translation, the shift towards demand-oriented policies, and the trend towards 
internationalisation of R&D and innovation policies in Europe. Wrapping up these 
discussions, it becomes obvious that those four topics are intimately linked. 
 
Given the new trends in private sector R&D generated by globalisation, and the small 
scale of individual European Member States, long-term public-partnerships for 
innovation, involving a critical mass of specialised actors, need to be conceived in an 
international perspective. Hence, they are naturally conducive to a shift towards “intra-
European” initiatives, helping policy makers in Europe to climb up the Europeanization 
staircase for policy. In some cases, other partners outside Europe are also considered, 
although explicit mention on progress reports does not appear. 
 
Developing demand-oriented policies represents a rather radically new approach for 
conducting R&D and innovation policies, distinguishing it from the traditional supply-
push policy approach. To conduct such new policies, which are geared towards the 
satisfaction of societal needs in various areas, it is essential that the governance of 
innovation policy is organised so as to foster inter-ministerial and inter-agencies 
coordination. Policy instruments from various policy areas need to be integrated in a 
coordinated way, which calls for new governance structures able to break a currently 
fragmented policy landscape. 
 
New policy instruments, such as cluster-type policies, inspired by the open innovation 
concept and conceived in a demand-oriented context, cannot successfully be 
implemented without the support of sound monitoring and evaluation practices. As 
new, experimental approaches, their effectiveness needs to be tested against results 
and impacts. This requires a lot of strategic policy intelligence, to build up new 
concepts, new indicators, new methods to assess relevance and effectiveness beyond 
traditional methods. 
 
Hence, good governance and openness (between policy areas and across borders) are 
two sides of the same coin of the new R&D and innovation policy-making in Europe 
and for Europe. 
 
One implication of the new challenge is that R&D and innovation policies cannot be 
discussed separately; to the contrary, they are intrinsically linked and participate jointly 
to the same goal of improving the innovation systems at Member State, and at 
European levels. This is why this report has more often referred to innovation policy 
than to a narrower notion of R&D policy, as its original mandate suggested it. This is 
well in line with the renewed Lisbon agenda, with a stronger focus on growth and jobs 
impact of the reforms. 
 
What is at stake here, is the need to develop innovation policies which are better 
aligned to the current challenges faced  by national and European innovation systems: 
this refers to the concept of “systemic” innovation policies. 
 
This brings us back to the key issue of governance of research and innovation policies. 
Recent literature on the subject has shown that a horizontally and systemically co-
ordinated innovation policy conceptualised as bridging (or systemic) policy requires 
a new governance for innovation (see Edler, J.; Kuhlmann, S.; Smits, R. 2003). This 
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policy concept would have to be guided by an "innovation system" approach: "A system 
of innovation is that set of distinct institutions which jointly and individually contributes 
to the development and diffusion of new technologies and which provides the 
framework within which governments form and implement policies to influence the 
innovation process. As such it is a system of interconnected institutions to create, store 
and transfer the knowledge, skills and artefacts which define new technologies" 
(Metcalfe 1995). Presently, the governance of politico-administrative systems in 
general and innovation policy in particular in most OECD countries is characterised by 
(see also Smits/Kuhlmann 2004): 

- A high degree of departmentalisation, sectoralisation of the political 
administration, and low inter-departmental exchange and co-operation; 

- Heterogeneous, un-linked arenas, with often corporatist negotiation 
deadlocks; 

- Failing attempts at restructuring responsibilities in government because of 
institutional inertia; 

- Dominance of "linear model" of innovation in policy approaches (and of 
related economists as well as consultants); 

- "Innovation policy" run in a very specific, narrow field focusing on 
introduction of new technologies in SMEs, IPR or VC issues etc. 

- Neglected emerging multi-level governance in the context of the European 
integration. 

 
The present analysis of Progress Reports produced by the Member States in the 
framework of the National Reform Programmes towards Lisbon, does not contradict 
this general picture, even if some encouraging trends have been spotted in the new 
areas of open innovation, demand-driven policies, intra-European initiatives to open the 
national borders of policies, or developments towards more adapted governance 
structures for innovation policies. But these advances are not widespread across 
Member States and still affect policy portfolios in a marginal way. It is not obvious 
hence, that these will be sufficient to drive Europe towards the policy reforms needed 
to reach the ambitious objectives adopted in Lisbon. 
 
In the future new modes of governance (and government) would require a broader 
understanding of policies for innovation:  

1. Organisation and content of governance would have to take into account the 
systemic nature of innovation, including the notion of complex, non-linear 
interaction (e.g. fostering co-generation of knowledge between PRO and 
industry rather than concentrating on “transfer” schemes, stimulating multi-
disciplinary research, fostering the debate on implications of mode 2 for 
universities and other institutions in the innovation system, more in particular 
with regard to missions, culture, reward structures, relations between 
institutions, quality control, ...).  

2. Government and administration would have to deal more proactively with the 
challenge of moderating cross-sectoral linkages and supporting the (re-) 
structuring of cross-sectoral networks (e.g. horizontal taskforces, sectoral 
councils, UK-Foresight like activities,...).  

3. This would include consequent attempts to re-organise administrations in a way 
that enables flexible horizontal co-ordination and exchange among formally 
divided entities (task-oriented mobility of staff, training of staff, changes in 
reward systems that stimulate horizontal initiatives,...).  
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4. A holistic notion of innovation policy would be required, keeping in mind and 
taking advantage of the inter-dependence of single specific policy measures as 
well as the inter-relation of different policy areas (fostering cluster approaches, 
infrastructures facilitating the identification of and access to strategic 
intelligence, co-ordinating bodies with a real mandate, a parliamentary 
committee on innovation, ...).  

5. Finally, more elaborated forms of institutionalised co-ordination between the 
European level on the one hand and the national and regional level on the 
other would be needed (e.g. initiating a political debate on the ‘division of 
labour’ between the various administrative levels resulting in clear decisions 
and strategies, furthering the development of networks of excellence, ...). 

 
It seems legitimate that in the first rounds of policy geared towards the production of 
NRPs and their implementation in the framework of the Lisbon strategy, the Member 
States focus on national interests and national developments, as the title of “National” 
Reform Programme suggests. The second round, however, should expand the views 
and policies in order to better distinguish between European, intra-European, and 
national policy measures. Some sectors are prone to more intra-European actions, 
such as aeronautics and automotive industries. Others could follow, such as 
pharmaceutical and transport industries, and indeed are already targeted by some new 
policy measures with a more systemic perspective, such as in the competitiveness 
poles model. 
 
Although this chapter has paid attention to a broader perspective on innovation where 
a systemic approach is needed, a similar situation can be found in the research 
domain. It is a micro-systemic approach. 
 
Member States used to implement different policy measures to support research from 
the human resources, infrastructures or project development as separate activities. In 
many cases, this attitude comes from the internal fragmentation of responsibilities 
within ministries or even worse, within a single ministry.  
 
From the user’s standpoint, an integrated approach is needed because all the policy 
elements mentioned above are oriented towards the same goal: to strengthen research 
capabilities in one specific scientific or technological domain. They complement each 
other. 
 
The analysis of the degree of Europeanization of R&D and innovation policies shows 
that there is still a long way to go to fully implement the vision of the fathers of Europe’s 
project such as Paul-Henri Spaak, in the middle of the last century. 
 

 
  

“L’Europe n’est encore composée que de petits pays. La seule distinction pertinente 
qui demeure réside dans le fait que certains pays le comprennent et que d’autres 
refusent encore toujours de le reconnaître.” (freely translated: “Europe is still 
composed exclusively of small countries. The only relevant distinction that remains 
is the fact that some countries understand this, while some still refuse to 
acknowledge this”.) 
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8 Recommendations 
 
This chapter presents a number of recommendations, which are based on the analysis 
discussed in the earlier chapters of this report. The recommendations focus on R&D 
and innovation policy governance: How could it be improved in Member States and at 
EU level, and how could the process of NRPs and Progress Reports contribute to 
better governance? The following lists cover recommendations for both Member States 
and for the Commission for EU level action. These recommendations complement 
those ones identified in the 1st LEG Report. 
 
Both Member States and the Commission should consider: 
 

I. Applying the systemic approach to policy making for all research and 
innovation matters of the Lisbon strategy, specifically making efforts 
to integrate the various national strategies, and even include sectoral 
policies which were not considered into the Lisbon Strategy. 

 
II. Focusing on the “engines” of developments as it is crucial to 

accelerate efforts towards a knowledge-based society – the strategies 
should attempt to identify the levers of development leading to growth 
and sustainability. 

 
III. Fostering mutual learning practices for demand based research and 

open innovation policies: There is growing experience in Member States 
with the design, governance, implementation and evaluation of demand 
oriented policy measures (public procurement; support for private demand; 
overarching lead market concepts). OMC groups could help in the exchange 
of experiences and in the development of multi-lateral initiatives. 

 
IV. Developing and applying methodologies and a reduced set of 

indicators for monitoring and evaluating progress in terms of the 
systemic approach both at regional and national level. 

 
V. Integrating the complete spectrum of internationalisation strategies, at 

all levels of the staircase, and ensuring that these contribute to the 
improvement of national and European innovation systems. 

 
VI. Aiming at the removal of legal and tax barriers to mobility (see Art 163/ 

2 EC Treaty). Several studies and the reports of many working groups, as 
well as actions and even directives are available to support this aim poorly 
addressed in NRPs and progress reports. 

 
VII. Developing a uniform pan-European legal framework, guidelines and 

initiatives to support demand side policies in the area of public 
procurement and fiscal conditions for industry location. 

 
Member States should consider: 
 

VIII. Addressing issues such as innovation systems approach, policy 
governance, open innovation, interplay of national and European 
actions, and demand side policies in their NRPs more so than now. 
OMC workshops and conferences on e.g. governance or demand side 
measures can support this orientation. 
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IX. Integrating the dimension of intra-European coordination, in particular 

through OMC and by involving regional governments.  
 

X. Differentiating in their proposed policies between the two types of 
national and intra-European policy measures, and adding measures 
that will contribute to realizing the common European goals of Lisbon 
strategy, coordination measures included. 

 
XI. Adapting their governance structures, formally involving all affected 

stakeholders, particularly private and public research entities, and 
regional governments before launching the second round of NRPs. 

 
XII. Reporting on the budget allocations needed for specific priorities and 

policy measures and indicating the allocation volumes – whether they 
are based on additional funds or reallocation of existing funds – in 
their NRPs and Progress Reports. 

 
XIII. Reporting on effectiveness of reforms and measures, beyond 

administrative reporting, using targets and indicators whenever 
relevant and possible, as well as external evaluations. 
 

The Commission should consider: 
 

XIV. Rewriting the guidelines for reporting on Lisbon strategy to include 
and visualise the differentiation between National, Intra-European, 
European and International perspectives and related policy measures. 

 
XV. Rewriting the guidelines for reporting on Lisbon strategy to place 

more emphasis on policy impacts, and include the improvements of 
coordination procedures, especially the OMC. This should include 
expanding the OMC to cover intra-European policy measures. 

 
XVI. Creating a “horizontal guideline” crossing all other guidelines, to 

address internationalisation of research and innovation policies. 
 

XVII. Promoting the approval of follow-up procedures related to structural 
funds in the context of Lisbon strategy objectives.  

 
 

 



 
 

 
 
 

Sources of information 
 

• The NRPs submitted by all Member Sates. 
• The Progress Reports submitted by all Member States. 
• ERAWATCH service. 
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Annex – TENTATIVE ANALYSIS OF THE CONNECTION 
BETWEEN R&D INTENSITY TARGETS AND R&D ASPECTS OF 
THE NRPS 
 
This is a joint analysis of the LEG and the Commission services. The purpose of this 
exploratory analysis is to act as a starting point for further analysis that will be 
presented in the final report of the LEG. 

OBJECTIVES 
 
The European Commission has been given the mandate to assess Member States' 
National Reform Programmes (NRPs), as drawn up in 2005, as subsequent progress 
reports, the first one being submitted as of 15 October 2006. Within this process, 
Member States have defined in 2005 a package of R&D and innovation policy reform 
measures, including in many cases commitments in terms of increased public budget 
and investment in order to reach a self-defined R&D intensity target. 
 
The NRPs received at the end of 2005, and the progress reports received by the 
Commission in October 2006, in most cases contain quantitative targets on R&D 
intensity. The nature of the targets does, however, differ significantly across Member 
States, as some have set targets only for 2010, others for 2008 and 2010, some have 
only set partial targets (e.g. only for public investment), others use a different time 
horizon (e.g. 2014).   
 
The feeling of LEG was that the setting of very ambitious quantitative targets 
demonstrates the political commitment made at national level towards reaching the 
Lisbon goals. Nevertheless, missing the target could act as a “boomerang” and 
undermine the credibility of the whole Lisbon Strategy. Taken from the first LEG report 
(September 2006), the following sentences summarize the position of the LEG and the 
constraints found in the analysis. 
 

The 3% and 2/3 objectives have been discussed widely among experts. The discussion 
has clearly shown that setting quantitative objectives of this kind is not straightforward. 
First of all, even though competitiveness increasingly relies on innovation, raising the 
level of R&D investments does not alone guarantee more innovation or better 
competitiveness, growth and jobs, which in the end are the ultimate Lisbon objectives. 
This is because the relationship between R&D and innovation is not frequently a direct 
one, and innovation depends on many other inputs and conditions than R&D 
investments.  
 
Secondly, if Member States are assumed to take ownership and therefore the 
responsibility of the Lisbon process, it is not credible for national governments alone to 
commit to quantitative objectives of which the attainment depends mainly on the action 
taken by the private sector and in some cases autonomous regional governments. This 
emphasises the need for better governance processes in order to reach a shared 
national level commitment of all key stakeholders including regional governments and 
the private sector. 
 
Thirdly, the quantitative objective might take the attention away from the real issue, 
which is the need for structural reforms at all levels of the European research and 
innovation system. Too much attention to ambitious quantitative objectives and failure 
to reach them sends out a wrong message. Whether the 3% objective is reached by 
2010 or not is eventually not that important. What is important is that Member States 
initiate reforms which have a longer term impact on the competitiveness of Europe. 
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Despite these problems, quantitative objectives can also be a powerful tool, as long as 
there is a shared understanding among all stakeholders of the nature of these more 
visible quantitative objectives and the underlying need for reform. The quantitative 
objectives should not be taken literally as a measure of success or failure of the Lisbon 
process.  

 
Within this context, the Commission is working towards a methodology to assess the 
level of ambition of the targets set by Member States and the adequacy of the policy 
reform package (as contained within the NRPs) Member States have developed and 
are implementing in order to reach the target.  
 
This note aims to contribute to the development of a possible methodology, based on 
an assessment of the level of ambition of the target and the anticipated policy response 
needed to realise the ambition. A limited set of policy reform typologies is described in 
order to judge whether Member States NRPs are in line with the anticipated policy 
response.  
 
It should be noted that there are two elements constraining the proposed methodology. 
Firstly, the latest available data for GERD, BERD and other relevant indicators refer to 
2004, i.e. they refer to the situation of Member States before launching the policy 
measures contained in the NRPs. Member States could reasonably say that the 
analysis cannot show (yet) the benefits of the new policy measures included in NRPs 
(notice that data from 2006 where the impact of new policies should be revealed will 
only be known at the end of 2008).  
 
Secondly, NRPs do not contain the full R&D and innovation policy mix of a given 
Member State. As NRPs focus on reform and thus on new measures, the ultimate 
performance will depend on the combined effect of “old” and “new” policy measures. 
However, the aim of the methodology is not to assess the quality of the policy mix of a 
Member State, but to judge whether policy reform (which is in most cases clearly 
reflected in the NRPs) is in line with the self proclaimed R&D intensity target. 

ASSESSMENT OF THE LEVEL OF AMBITION OF R&D INTENSITY TARGETS 
 
The concept of level of ambition used in this note intends to synthesise the effort that 
will be needed for a particular Member State to reach its self defined R&D intensity 
target, taking into account: 

– the quantitative difference between current intensity and target intensity, i.e. average 
annual growth rate needed to reach the target 

– medium term historic performance, i.e. average annual growth rate in the past 5-10 
years 

– short term dynamics vis-a-vis EU average 
 
Figure A-1 displays average annual R&D intensity growth required to meet the target 
versus average annual growth for the period 1997-2004. 
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Figure 1 R&D intensity - average annual growth (%) 1998-2004 and average annual 
growth (%) 2004-2010 required to meet the 2010 target
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Figure A-1. : Average annual growth (%) required to meet the target versus average 

annual growth (%) 1998-2004 
 
Table A-1 shows the numbers behind the graphs and the ratio between average annual 
growth needed (a measure of the distance to reach the target) and average annual 
growth 1997-2004 (a level of historical performance). The higher this ratio, the more 
ambitious the target is.  
 
A negative ratios means that apart from reducing the distance to the target, a trend 
reversal would be needed. 
 
Based on this, Member States could be clustered in three groups: low ambition (e.g. 
ratio < 1), medium (e.g. ratio between 1 and 5), high (e.g. ratio > 5) ambition. Negative 
ratios would need their own approach as a fourth type of situation due to the need to 
reverse the current trend in those countries. One suggestion would be to treat all 
Member States having experienced a negative average annual growth as having a 
target of high ambition. 
 
It should be noted that assessing the level of ambition in this way should not be 
interpreted as making a judgment, i.e. there is no problem in Member States being 
(not) very ambitious, as this would reflect the country specific translation of the 
collective 3 % target to the national level. What is the ultimate goal of the exercise is to 
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judge whether the policy reform package put in place adequately reflects the level of 
ambition contained within the target, i.e. is an ambitious target followed through with an 
ambitious reform package? 

 
DK 3,9 2,6 0,7 
FI 2,8 2,9 1,0 
    

AT 4,1 5,1 1,2 
EE 8,0 13,0 1,6 
CY 9,0 17,9 2,0 
DE 1,5 3,2 2,1 
HU 4,6 12,5 2,7 
SE 0,5 1,3 2,7 
LT 5,5 17,6 3,2 
ES 3,4 11,0 3,2 
MT 4,0 17,0 4,3 

    
CZ 1,4 8,4 6,0 
PT 2,1 15,9 7,5 
IT 1,1 12,4 11,5 
SI 0,9 12,9 14,0 
BE 0,3 7,9 26,1 
FR 0,2 5,6 31,9 
LV 0,3 23,7 70,3 
LU 0,1 10,3 74,5 

    
SK -6,5 22,8 negative 
EL -3,2 17,4 negative 
NL -1,4 9,0 negative 
PL -2,9 31,1 negative 
IE -0,5 5,6 negative 
UK -0,1 3,4 negative 

 
Table A-1 : Ratio of effort needed versus historical performance 

 
This analysis could be complemented with an analysis of short term dynamics. An 
analysis of this type could be based on the graph below with its well known four sectors 
(and therefore also country typologies): pulling ahead, losing momentum, catching up, 
and falling behind. This would obviously always need an element of judgment as some 
MS are close to the border between different categories. 
 
It should be noted that the two graphs (Figure A-1 and Figure A-2) represent a 
complementary perspective. Figure A-1 refers to the level of ambition and Figure A-2 
refers to relative trends in R&D intensity. If one country sets a target of high ambition 
but, simultaneously, is falling behind, as compared to overall EU dynamics, the policy 
reform package envisaged would obviously have to be aimed at drastic reform. A 
Member State with a target of medium ambition but pulling ahead would on the other 
hand need a policy package that builds on its strengths, identifies remaining 
weaknesses and introduces pinpointed policy measures to address these.   
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Figure A-2. Average annual R&D intensity growth (2002-2004) versus R&D intensity 

(2004) 
 
It should be noted that some Member States are close to the border between different 
quadrants. An element of judgment will therefore always be needed in the analysis. 
One could also envisage a refined approach where not only the quadrant, but also the 
actual distance to the EU-average is taken into account.  
 
Combining Figures A-1 and A-2 gives the following table. 
 
 pulling ahead losing 

momentum 
catching up falling behind 

low ambition DK, FI    
medium 
ambition 

AT, DE SE EE, CY, ES, 
LT, MT 

HU 

high ambition  BE, FR LU, LV, IE, NL, 
PL, CZ, SI 

IT, EL, UK, SK, 
PT 

 
Table A-2 
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A number of observations can be made on the basis of this Table:  

– None of the Member States in the pulling ahead quadrant have set themselves a 
target of high ambition. Given the visibility of 3 % as an end goal (i.e. there is no 
incentive to go beyond that) and the fact that all of them are approaching or have 
already surpassed 3 % GDP, this would appear logical. 

– Of the Member States in the losing momentum quadrant, BE and FR have set 
themselves targets of high ambition and would therefore need a coherent policy 
response aiming at structural reform. 

– The Member States in the catching up quadrant have all set themselves targets of 
medium to high ambition. Especially for those with targets of high ambition, this will 
require a coherent policy response aiming at structural reform. 

– The majority of Member States in the falling behind quadrant have set themselves 
targets of high ambition. These are the cases where the target in itself is clearly 
unrealistic and the distance towards it is too high to even be used as a mobilising 
goal and a driver for drastic reform.  

 

ANTICIPATED POLICY RESPONSE 
 
As was indicated above, an assessment of the level of ambition of the R&D intensity 
target, based on current situation/historical performance/short term comparative 
dynamics can lead to an informed conclusion about the type of policy response that 
could reasonably be expected, if the Member State in question is showing true 
commitment. 
 
The NRPs and their follow-up progress reports contain the Member States' policy 
response to the common goals set within the context of the revised Lisbon strategy, the 
R&D intensity target being one of them. The question now is how to link the content of 
the NRPs with the assessment done above.  
 
The proposed approach is to develop descriptions (in terms of which policy measures 
should be found, where the focus should be …) of four basic NRP typologies: 

- Type 1:  continuous evolution and optimisation. Policy measures will try to keep the 
present structure, consolidate its strengths and remedy its weaknesses. 

- Type 2:  structural change needed in selected system components where 
bottlenecks have been identified (i.e. this would allow a process to identify 
bottlenecks and a strategic view on how to remedy them) 

- Type 3:  structural change needed in most of the system components  

- Type 4:  radical change needed or system still in the infant stage (i.e. it implies the 
creation of new structures, not just rebuilding existing ones). 

 
The following Table gives an indication of the type of policy response that would be 
expected in view of the level of ambition contained within the target. Member States 
belonging to the different table entries are taken over from the Table above. 
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 pulling ahead losing 
momentum 

catching up falling behind 

low ambition 1 (DK, SF) 2 2 3 
medium 
ambition 

2 (AT, DE) 2 (SE) 3 (EE, CY, ES, 
LT, MT) 

4 (HU) 

high ambition 2 3 (BE, FR) 3 (LU, LV, IE, NL, 
PL, CZ, SI) 

4 (IT, EL, UK, SK, 
PT) 

 

Table A-3 

DRAFT TYPOLOGY DESCRIPTIONS 

Type 1: continuous evolution and optimisation 
 
This policy reform package, as described in the NRP, could be identified through the 
following features: 

– The present structures of the R&D system are maintained.  

– The emphasis is not on radically increasing the level of public resources devoted to 
R&D, as it would already be at a relatively high level. 

– The focus is strongly on increasing the quality of governance and on the 
development of a coherent strategy towards R&D and innovation. 

– There is recognition of the need for increased policy coordination, within 
government, between different levels of governance and with stakeholders, to 
increase the overall effectiveness of the R&D and innovation process. 

– Monitoring and evaluation are essential parts of the policy package. 

– Direct incentives to boost private R&D are limited.  

– There is increasing focus on the internationalisation of R&D. 

– Strengthening the science base and building science-industry links (e.g. through the 
development of long term public-private partnerships) are the tools of choice for 
retaining and/or attracting private R&D investment.  

– The issue of human resources for R&D and innovation is clearly addressed. 

– Policy measures stimulating the demand side are clearly identifiable in the policy 
package. 

Type 2: structural change needed in selected system components where bottlenecks 
have been identified 
 
This policy reform package, as described in the NRP, could be identified through the 
following features: 

– Structures or processes have been established for identifying system failures to be 
addressed. 

– In addressing the challenges, a coherent strategy towards R&D and innovation has 
been developed or is under development. 

– There is a clear focus on substantially, though gradually, increasing the level of 
public resources devoted to R&D. 

– There is increasing recognition of the value and importance of policy monitoring and 
evaluation. 
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– Structural reform of some of the existing measures or structures (or the creation of 
new structures) is present in some cases. 

– The focus is notably on boosting private R&D investment, with fiscal incentives 
increasingly being used as a compliment to direct support measures. 

– Technology transfer and science-industry linkages are being addressed, e.g. 
through R&D co-funding schemes or setting up centres/poles of excellence in 
specific fields. 

– Both existing companies and the creation of new high-tech enterprises are being 
addressed, the latter notably through improving their access to finance. 

– One of the end goals is clearly to use R&D and innovation as drivers for a reform of 
the economic tissue. 

– The issues of human resources for R&D and innovation is clearly addressed, e.g. by 
measures to increase the number of researchers in the public and private sectors or 
enhancing intersectoral mobility. 

– The issues of internationalisation of research and demand side policies are looming 
in the background, but are not being addressed in a coherent manner. 

Type 3: structural change needed in most of the system components 
 
This policy reform package, as described in the NRP, could be identified through the 
following features: 

– The R&D and innovation system contains a number of bottlenecks or deficiencies, 
all of which need to be addressed to structural reform. 

– In general, there should be clear recognition of the fact that the current system is not 
adequate to face future challenges and that deep reform is needed. 

– Attention is given to setting up processes and structures for the identification of 
weaknesses and the development of adequate policy responses. 

– In providing a coherent response to the identified weaknesses, a long term strategic 
view towards R&D and innovation has been developed or is under development, 
including measures for systematic monitoring, evaluation and adjustment in light of 
progress achieved. 

– The mix of policy measures is disruptive in nature. Policy measures not used before 
are under consideration. New structures are being created. 

– Drastic and sustained increases in public funding are foreseen. Distribution of public 
funding over the mix of new policy measures is informed by a strategic view of 
needs and priorities. 

– Policy reform addresses the public science base, the private sector and the linkages 
between them at the same time. 

– Reform and modernisation of the public science base is clearly addressed, e.g. by 
reconsidering the balance between structural funding and competitive funding. 

– Due consideration is given to incentivising private sector investment in R&D through 
a mix of measures such as e.g. the introduction of fiscal incentives, increasing public 
research institutes' technology transfer capabilities, increasing the industrial 
relevance of public research programmes, awareness raising campaigns, 
networking and clustering schemes,… 
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Type 4: radical change needed 
 
This policy reform package, as described in the NRP, could be identified through the 
following features: 

– The R&D and innovation system needs to be built/rebuilt from the ground on up. 

– A coherent, strategic and long term approach is taken towards building the system, 
guided by a recognition of the fact that a well functioning R&D and innovation 
system is vital for assuring future prosperity. 

– Drastic and sustained increases in public funding are foreseen. Distribution of public 
funding over the mix of new policy measures is informed by a strategic view of 
needs and priorities. 

– As needs and challenges are daunting, priorities need to be established on which 
parts of the system to be addressed first and which possibly at later stages. 

– Basic instruments such as e.g. transparent structural funding of public research 
institutes or public research programmes need to be set up or are in need of drastic 
reform. 

– There is a strong emphasis on capacity building through e.g. the setting up of 
research institutes. 

– For systems still in the infant stages, first steps are taken towards incentivising the 
private sector to engage in R&D activities. 

– There is recognition of a need for external expertise and assistance through e.g. 
international evaluation, participation in mutual learning schemes, … 

ANTICIPATED VERSUS OBSERVED POLICY RESPONSE 
 
The final step in the assessment would consist of matching the observed policy 
response, as reflected in the NRPs and their progress reports, with one of the 
typologies described above. This would obviously at this time still involve a level of 
judgment.  
 
Comparing the observed policy response with the anticipated response would give an 
informed view of whether the effort made by the Member State is adequate as 
compared to the challenges it faces and the objectives it has set itself. 
 
 
 
 
 
 
 


