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Index:

1. Micro: innovation as a source of competitiveness for firms

2. Meso: the importance of place

• Institutional capacity for efficient innovation ecosystems

• The Regional Innovation paradox

3. Macro: non linearity of the R&TDi process

4. Some lessons learnt along the way: the Long March of Regional Innovation Policy across the desert of the 

Washington Consensus

5. Fresh new Challenges: AI and Defence Spending – Dual Use?

6. Way forward: Transforming Territories (with and by the regions) for a more competitive, fair and sustainable 

EU Economy



Where it all began…EURADA: the 
very beginning - Art.10 ERDF (1991)



Key Hypothesis: “The competitiveness of a firm certainly depends on its 
own forces but in no less extent on the quality of its environment, 
sometimes referred to as ‘structural competitiveness”  Chabbal 1994.

Enterprise

SME

EEE

Enterprise

SME

Big Firms

Public Sector

National/Regional

Administration

Business

Consultants:

Services
Universities

Vocational

Training!

Technology

Centres

Finance-

Banks/

Private

Investors/ FDI

Innovation Management

Techniques

Technology Audits

Technology Foresights

Intermediaries Intermediaries

Intermediaries Intermediaries



Regional Innovation Paradox: big 

need, big (public) money available 

and no capacity to invest in 

innovation.

Regulation (EU) No 1301/2013, 

Article 5(1)(b).

“…supporting technological and 

applied research, pilot lines, early 

product validation actions, advanced 

manufacturing capabilities and first 

production, in particular in key 

enabling technologies and diffusion of 

general purpose technologies…”

The Regional Innovation Paradox



The Regional Innovation  Paradox: A fragmented  and inefficient regional 
economy opposing institutional change
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Open gate: International R&D/academic excellence networks
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P mix (Rn) = f (NC, SF) adapted to each regional context: business culture, institutional setting, sectoral/technology 

specialisation, firm size, inward investments, etc …

Climbing the development ladder calls for more 
innovation in the policy mix 
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(1) Weak co-operation links between the public and private sectors, and the lack of an entrepreneurial culture prone to inter-firm co-operation 

(absence of economies of scale and business critical masses which may make profitable certain local innovation efforts).

(2) Scarcity or lack of technological intermediaries capable of identifying and ’federating’ local business demand for innovation (and R&TD) and 

channeling it towards regional/national/international sources of innovation (and R&TD) which may give response to these demands. 

(3) Poorly developed financial systems (traditional banking practices) with few funds available for risk or seed capital (and poorly adapted to the terms 

and risks of the process of innovation in firms) to finance innovation. 

(4) Lack of a dynamic business services sector offering services to firms to promote the dissemination of technology in areas where firms have, as a 

rule, only weak internal resources for the independent development of technological innovation (Capellin, 1989/9). 

(5) Shortcomings relating to the capacity of firms in the regions to identify their needs for innovation (and the technical knowledge required to assess 

them) and lack of structured expression of the latent demand for innovation 

(6) Lower quality and quantity of scientific and technological infrastructure (Talent diaspora).

(7) Sectoral specialisation in traditional industries with little inclination for innovation and predominance of small family firms with weak links to the 

international market. 

 (8) Small and relatively closed markets with unsophisticated demand, which do not encourage innovation. (8) Little participation in international R&TD 

networks, scarcely developed communications networks, difficulties in attracting skilled labour and accessing external know-how. 

(9) Few large (multinationals) firms undertaking R&D with poor links with the local economy. 

(10) Low levels of public assistance for innovation and aid schemes poorly adapted to local SMEs innovation needs

10 Structural factors affecting the regional 
innovation systems in lagging regions



The non-linearity of the innovation process
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Place-based/regional approaches provide a socio-economic and 
institutional context to more narrowly focused (industrial and 
R&TDi) policy approaches
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Place-based/regional approaches provide a socio-economic and 
institutional context to more narrowly focused (industrial and 
R&TDi) policy approaches
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OECD (Conclusions of the Chair, High level Meeting, Martigny, Switzerland, July 2003) 

“Both global economic growth and social cohesion require increasing the competitiveness of regions, especially where potential is 

highest. The comparative advantages that drive innovation and investment are as much a regional characteristic as a national one. 

For regions to succeed, they must harness their own mix of assets, skills and ideas to compete in a global market and develop 

unused potential”. 

The long march of regional innovation

Place-based still missing?



Thomson Report 1973: “Unless the Community’s economic resources are moved where human resources are, 

thus sustaining living local communities, there is bound to be disenchantment over the idea of European 

Unity….”

Place-based in USA vs EU: Oklahoma Land 
Run vs 2500 years of an Epirus Taberna

Institutions, history, language, entrepreneurial culture, specialization count…

and a different notion of the “right to stay”U.S.A. Big cities that come and go…

Sources: U.S. Census Bureau, 1950 Census Records: '10 Largest Urban Places' Sources: Manchester City Council/Public intelligence and ELSTAT/Greek census materials 

INE and INSEE



How to Help left-behind regions and workers Prof. Gordon H. Hanson (LSE 28th October) “… So the lesson from this is we 

are talking about an idea that is over 40 years old. What’s needed in this space is not necessarily new ideas, where are we in 

place-based policy? It is not like cancer, with cancer, we need lots of molecular biologists who can find compounds that work. 

With place-based policy a lot of that has been done. The molecular biology is pretty well established. What we need are good 

primary care docs that can walk you through the menu of options you have available and help you understand the peculiarities of 

your specific diagnosis …”

Regional Innovation Policy in USA: a hospital with only primary care doctors and focused 
on diagnostics and standard prescriptions (Tax credits and Reskilling…) ? 
Quid of therapy and surgeons?

The U.S. Place-Based Policy Supply Chain” (2025), 
by Gordon H. Hanson, Dani Rodrik, and Rohan Sandhu

“If it works, it is fine but do not call it Industrial Policy” - 

“Reflexiones sobre las políticas de desarrollo económico en 

los EE.UU. frente al desafío de la ‘nueva economía’” by 

Mikel Landabaso Álvarez, published in EKONOMIAZ. 

Revista vasca de Economía, no. 56 (2004), pages 84–131.



1989 – 1993: approximately 4% for innovation (2 billion out of 50) 

• (L. Tsipouri, IPTS Report N°40, 2004)

• Community initiatives: Science and Technology for Regional Development – STRIDE, TELEMATIQUE, ENVIREG, VALOREN…

1994-1999: approximately 7% for innovation (7.6 billion out of 110) 

• (L. Tsipouri, IPTS Report N°40, 2004)

• Pilot Projects: RIS, RIS+, RTTs, RISI, RISI2, IRISI, EBN, BICs

2000-2006: approximately 11% for innovation out of 195 billion

• ‘Regions in the new Economy’: PRAIS – Regional Programs of Innovative Actions 400 million

2007- 2013: approximately 25% for innovation (86 billion out of 345)

• Article 5 of the ERDF: innovation as a priority for the ‘Competitiveness’ objective -31.000 R&TD projects identified in only 95 ERDF 

Programs (40% of total budget) (Nordregio 2009)

• Regions for Economic Change 

2014-2020: expected ERDF funding for R&D, innovation, ICT, competitiveness of SMEs and the low-carbon economy is about EUR 110 

billion (RIS as an ex-ante conditionality for the first time)

The Promotion of Innovation in European Regional 
Policy: a silent (r)evolution



Fragmentation of EU public investment – synergies & impact?



R&D excellence and regional innovation: 
EU’s beating heart

Centripetal: Diastole (heart filling)

Horizon FP connects R&D excellence hubs to 

compete internationally with China and US 

(Industrial R&D Scoreboard)

Centrifugal: Systole (heart pumping) 

Cohesion policy facilitates tech transfer, 

diffusion, adaptation and adoption of R&D 

results linked to regional specialization and 

latent potential.   



Horizon Europe funds (per capita in euros, 2021-2024)Cohesion funds (GDP impact by 2029)



Horizon Europe and Cohesion funds combined



Innovation is not just R&D…and just R&D is not Innovation: promoting innovation-led regional development is not just or primarily about 

increasing R&D excellence and R&TD infrastructures (supply push) but first and foremost about creating and strengthening efficient 

regional innovation systems (demand pull), partner with the private sector and mobilize the skills, intellectual and entrepreneurial 

capacities to create an innovation friendly business environment, for SMEs in particular, in all regions and in all sectors (not just high-tech) 

with a clear roadmap on how to prioritize scarce public funds to catalyse increased private innovation investments, including diversification 

by supporting start-ups and existing clusters.

Thus

The linear model (from R&D to the market) is much less relevant for policy design than the systemic or interactive model: not just 

patents but economic exploitation of talent and new ideas – not just industry and big firms with R&D but also services, competitive 

research and open innovation with a focus on improving the interactions between the private sector and knowledge and tech sources 

inside and outside the region.

Because

Regional innovation capacities are much more about institutions, networks, cooperation (social capital) than it is about narrowly 

focused science and technology efforts: reinforcing triple helix – knowledge triangle, clusters and university-enterprise cooperation as 

well as demand driven vocational training is key

Why?

Regional innovation for most regions in the EU is basically about knowledge diffusion (technology transfer, ICT, 

entrepreneurship) and absorption (education and training, advanced business services) than about knowledge generation 

(science efforts) 

Some lessons along the way



1. Innovation has a strong territorial dimension (tacit knowledge-networked economy) and there is no ‘one size fits all’ 

innovation policy: regional diversity is an asset that advocates for different routes to growth through innovation – smart 

specialisation and an entrepreneurial discovery process are key.

2. It is no longer about what or why but about how and who? 

Opening minds is more difficult than opening roads – need for much strengthened strategic planning capacities of 

regional/national governments (from design to ongoing learning evaluation) as well as implementation, allowing for trial and 

error, new policy tools (e.g. financial engineering, including seed and risk capital, and the provision of public goods and 

services rather than just grants or tax credits) and the use of pilot projets, sandboxes, civic university involvement, new public-

private partnerships, and facilitate a culture of risk taking.

3. R&D excellence and Regional innovation are complementary and we need both: exploiting agglomeration and economies of 

scale is important (FP) but also diffusion and absorption mechanisms based on regional potential (RIS3)

4. Beyond R&D expenditure and patents: we still do not have the required indicators for properly characterizing regional 

innovation potential or measure policy impact. New evaluation methods, granular data and economic models using AI need to 

be explored.  

• Matching business demand (as a starting point) with R&TD supply is vital: a process of structural cooperation and 

entrepreneurial discovery with the private sector is essential for innovation policy to succeed.

Microeconomic competitiveness problems can not be efficiently tackled by overdoses of macroeconomic or sector based 

policies but by integrated, place-based regional policies

Conclusions on policy design



1. The public sector should provide leadership and vision, rather than control, and catalyze economic development by 

promoting new ideas and partnerships with the private sector: not ‘for them but without them’ 

2. Support schemes must be long lasting, understandable and readily accessible by SMEs (e.g. Innovation 

vouchers)

3. Place-based regional innovation strategies and action plans integrating multilevel governance (national-regional) 

and horizontal (inter-ministerial) cooperation are a necessary first step   

4. Grassroots ownership of innovation strategies are required: consultants are useful but not in the driving seat. 

Mission approaches are welcomed as long as they are rooted on grassroot needs and energies.

5. Listen to Regional Development Agencies, Technology Centres, Technology Parks and Incubator managers, 

Technology Transfer Offices…they are the soldiers in the front line

6. Venture capital, business angels, soft loans, guarantees…financial engineering better than grants and tax 

incentives although need for combination and a wide menu adapted to each context and specific regional economic 

challenge.

7. Public procurement (green and innovation driven) as well as sandboxes are important tools to consider

8. Innovation policies require risk taking, trial and error and sound evaluation on top of deep pockets and long lead 

times (political consensus a plus)

Conclusions on the role of the public sector: an honest broker - a new 
form of Public entrepreneurship?



Future of work in a post-COVID world (McKinsey Global 
Institute, 2020): urgent need for place-based innovation

Declining supply of labour due to ageing (- 13.5 million 

(4%) by 2030)

Urbanization trends: 48 cities could capture more than 

50% of Europe’s potential job growth

40% of Europeans will live in regions where jobs are 

declining



Future of work : urgent need for place-based innovation

Is agglomeration and critical mass the only future? All Mexico DF?



Generative AI: Artificial entities that “observe”, “learn & 
train” and “decide” autonomously

Tech features and implications:

• Gradualism: Do we have the time to prepare (upskilling, 

regulation…)?...or the train accelerates exponentially, and 

we can no longer catch it?

• Human control: Will it never do some things better than 

humans? Will there be a distinguishable difference? 

Conscience (Harari) – is the last frontier? Blade Runner?

• Substitution/complementarity – absolute advantage of 

AI over Humans?

Policy implications of Macroeconomic impact: revival of 

Demand management policies need of anti-trust 

policies?

• Taxing super-benefits, induced by AI fuelled super-

productivity, of AI investments by a small(er) – (4 USA 

Companies investing over 500 billion euros in 2026) group 

of investors…

• Revitalise Demand and Labour market with (new) social 

services funded by these taxes to compensate for an AI 

induced consumption/labour market slump.

 

“We are being afflicted with a new disease…namely, 

technological unemployment. This means unemployment due to 

our discovery of means of economising the use of labour 

outrunning the pace at which we can find new uses for 

labour…three hours per week will be sufficient in 100 years 

(2030?)…so from survival (‘the economic problem’ solved) to how 

to live well  (‘the real/permanent problem’)”.

J.M. Keynes “Economic possibilities for our grand children” 

(1930)

Fastest diffusing general purpose Tech historically: ChatGPT 100 million users in 2 months…  



Caring for the Green Shoots 
in the Regional Economy is 
Key for regional 
diversification/modernization 
and the valorisation and 
retention/attraction of talent 
(“right to stay”)
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New geopolitical scenario

Proposal for MFF 2028-2034 

EUR 131 billion to support investment in space and defence. x5 to the previous MFF. 

EDA, 2025
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1. What our work shows

• Preparedness and defence are place-based 

• Dual use technologies can act as a transformative lever for 

competitiveness and preparedness 

• Its impact depends on how territories connect assets, actors and strategies 

2. The role of territories

• Orchestrate systemic innovation across industry, research, skills and 

infrastructures 

• Link governance levels: European, national, regional and local 

• Turn specialisation into transformation capability building, whole of 

government and creating the framework conditions 

3. Action keys

• Integrate preparedness by design and dual-use innovation in territorial 

innovation strategies

• Reduce fragmentation in funding, support and governance 

• Invest in skills, enabling infrastructures and innovation procurement 

• Scale interregional cooperation and European synergies

Dual use Technologies for Terriorial Preparedness, a 
driver for transformative innovation



Developing S3: balancing directionality vs subsidiarity

1. Directionality: Green Deal and Digital Transition 

2. Fragmentation of funding: Cohesion Policy, RRF and beyond

3. Governance: from EDP to ODP and complexity for system transformation 

4. Whole of government approach: investments, regulations and procurement 

5. Experimentalism: regional/local missions and sandboxes

6. Scientific framework: new sources of innovation, AI and start ups

7. Pan-European value-chains: interregional collaboration for strategic autonomy

“You have to run very quickly to remain in the same place” 

(Lewis Carroll)

From RIS and S3 to RIS4



Preparatory Action 
‘Innovation for place-based transformation'
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2 June: high-level event in Brussels

• Political commitment to the initiative

• Results of current work

• Presentation of new experimentation topics 

(water resilience, cities)

What's next

Listen to our podcast!



The EU needs a broader narrative where regions are also protagonists: innovation thrives on diversity

Competitiveness yes – but beyond: enhance EU Resilience and protect the European social market 

model

The European model under attack



Thank you!
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