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The The linklink betweenbetween
Innovation and Innovation and EconomicEconomic
GrowthGrowth and Jobs and Jobs isis atat the the 
hart of the hart of the currentcurrent Policy Policy 

DebateDebate in EUin EU
facingfacing the challenges the challenges fromfrom

technotechno--globalisation & globalisation & 
agingaging
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Diagnosing the problem:  Diagnosing the problem:  
Relative productivity performance  Relative productivity performance  

and innovative capacityand innovative capacity

The The EUEU’’ss relatively poor performance linked relatively poor performance linked 
with its difficulty in rewith its difficulty in re--orientating its economy orientating its economy 
towards the newer, hightowards the newer, high--tech, higher tech, higher 
productivity, growth sectors productivity, growth sectors 
–– ICT as a highICT as a high--tech, high growth sectortech, high growth sector

Within sectors, the specific role played by the Within sectors, the specific role played by the 
production and absorption of new production and absorption of new 
technologies in explaining productivity growth technologies in explaining productivity growth 
differences?differences?
–– ICT as a General ICT as a General PurposePurpose TechnologyTechnology, , stimulatingstimulating

innovation and innovation and growthgrowth in in otherother sectorssectors
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The The EUEU’’ss structural structural 
productivity problemproductivity problem

““The postThe post--1995 difference in EU1995 difference in EU--US productivity US productivity 
patterns are fundamentally driven by the USApatterns are fundamentally driven by the USA’’s s 
superiority in terms of its capacity to produce superiority in terms of its capacity to produce 
and absorb new technologies, most notably in and absorb new technologies, most notably in 
the case of ICT.the case of ICT.”” (ECFIN, Annual Review 2004)(ECFIN, Annual Review 2004)

FromFrom catchingcatching up to up to competingcompeting atat the the frontierfrontier::
in in needneed of a new innovationof a new innovation--basedbased frameworkframework

for for stimulatingstimulating growthgrowth & jobs;  & jobs;  
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WhatWhat explainsexplains cross country cross country 
differencesdifferences in R&D, innovation in R&D, innovation 
and and itsits effectseffects on on GrowthGrowth & Jobs?& Jobs?

BroaderBroader concept concept beyondbeyond R&D inputs : R&D inputs : 
National National InnovationInnovation CapacityCapacity: : abilityability toto

produceproduce and and commercializecommercialize a a flowflow of of 
innovativeinnovative technologytechnology over the long term and over the long term and 

toto appropriateappropriate the the benefitsbenefits fromfrom thisthis;  ;  
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CommonCommon InnovationInnovation InfrastructureInfrastructure: : crosscross--cuttingcutting
institutionsinstitutions, resources and , resources and policiespolicies

ExistingExisting Stock of Stock of TechnologicalTechnological KnowKnow--howhow
SupportingSupporting BasicBasic Research and Research and HigherHigher EducationEducation
Overall Overall ScienceScience and and TechnologyTechnology PolicyPolicy

TechnologyTechnology/Cluster /Cluster SpecificSpecific ConditionsConditions::
TechnologyTechnology specificspecific knowknow--howhow : : specializedspecialized R&D R&D personnelpersonnel
IncentivesIncentives forfor innovationinnovation : : leadlead usersusers, , appropriationappropriation ((IPRIPR) and ) and 
output output marketmarket competitioncompetition: (: (locallocal) ) rivalryrivalry, , opennessopenness
PresencePresence of of relatedrelated//supportingsupporting industries (clusters)industries (clusters)

QualityQuality of Links of Links btbt clusters & clusters & commoncommon factorsfactors
IndustryIndustry--ScienceScience RelationshipsRelationships
EfficientEfficient labourlabour & & capitalcapital marketsmarkets

National National InnovationInnovation CapacityCapacity
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DeficienciesDeficiencies in in InnovativeInnovative
CapacityCapacity

CapabilitiesCapabilities failurefailure ((supplysupply))
–– R&D R&D investmentsinvestments (public/(public/privateprivate))
–– HumanHuman Capital Stock (Education)Capital Stock (Education)

IncentivesIncentives//rewardsrewards –– frameworkframework conditions conditions failurefailure
–– FragmentedFragmented productproduct marketsmarkets, capital , capital marketsmarkets, labour , labour 

marketsmarkets
IPR, standards&IPR, standards&regulationsregulations, , competitioncompetition, , leadlead marketsmarkets, , 
public public procurementprocurement, , ……

Systems Systems failurefailure
–– Client/supplier networksClient/supplier networks
–– Public Public PrivatePrivate networks  networks  

IndustryIndustry Science LinksScience Links
–– Global networksGlobal networks
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EU Policy Approach :   a EU Policy Approach :   a 
process of structural reformsprocess of structural reforms
–– Investments in knowledgeInvestments in knowledge--based economybased economy

InvestInvest in in educationeducation and trainingand training
InvestInvest in R&D and innovationin R&D and innovation
Encourage production and use of ICTEncourage production and use of ICT

–– Product Market Reforms:Product Market Reforms:
Improve the functioning of the Internal Market for Improve the functioning of the Internal Market for 
goods & servicesgoods & services
LiberalisationLiberalisation of network industriesof network industries
Opening up of markets (entry regulation..)Opening up of markets (entry regulation..)
Improve the business environment (reduce Improve the business environment (reduce 
regulatory burden, regulatory burden, espesp for startfor start--upsups

–– Financial Market Reforms : Promote EU financial Financial Market Reforms : Promote EU financial 
integrationintegration

FSAP, RCAP, enhancing comparability of FSAP, RCAP, enhancing comparability of 
companies companies fiancialfiancial statements, statements, ……

–– Labour market and social reformsLabour market and social reforms
ImproveImprove incentivesincentives to to participateparticipate and and remainremain in the in the laboulabou
marke;Increasemarke;Increase the the laburlabur marketmarket flexibilityflexibility; ; modernatisationmodernatisation of of 
social protection social protection systems,Improvesystems,Improve workingworking conditions and conditions and 
skillskill levelslevels
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MidMid--termterm diagnosisdiagnosis on the on the 
LisbonLisbon StrategyStrategy and the and the 

European European KnowledgeKnowledge Area: Area: 
not not muchmuch progressprogress
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Conclusions for EU policy?Conclusions for EU policy?

–– Improving productivity performances is Improving productivity performances is 
crucial crucial in the  medium term to in the  medium term to 
sustain EU standards of living sustain EU standards of living 

–– InnovativeInnovative capacitycapacity cancan boostboost
employmentemployment and and productivityproductivity atat the the 
samesame timetime

–– There are structural weaknesses in the There are structural weaknesses in the 
EU innovative capacityEU innovative capacity

–– A systemic policy approach focusing on A systemic policy approach focusing on 
structural reforms can contribute to structural reforms can contribute to 
reduce this gapreduce this gap

–– But But thisthis requiresrequires a a betterbetter
implementationimplementation of the of the LisbonLisbon strategystrategy:  :  
more focus, more more focus, more systemicsystemic
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Implications for STI Implications for STI policiespolicies : : 
towardstowards a a trulytruly systemicsystemic

approachapproach
More attention to More attention to measuresmeasures to to enhanceenhance
demanddemand for innovation:  for innovation:  competitioncompetition, , 
regulationregulation, , leadlead marketsmarkets, standards, public , standards, public 
procurementprocurement,  ,  
More attention to More attention to improvingimproving ((efficiencyefficiency of) of) 
R&D R&D resourcesresources:  :  mainstrainingmainstraining innovation in innovation in 
EU budgets,  EU budgets,  leveragingleveraging privateprivate and MS and MS 
spendingspending……
More attention to More attention to measuresmeasures to to enhaceenhace
diffusion and absorption diffusion and absorption capacitycapacity
More attention to More attention to differentdifferent formsforms of of 
innovation:  innovation:  complementarycomplementary organisationalorganisational
innovations  innovations  
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Implications for STI Implications for STI policiespolicies : : 
towardstowards a a trulytruly systemicsystemic

approachapproach
EnhancingEnhancing horizontal horizontal policypolicy coordination coordination 
amongamong policypolicy areas areas ((educationeducation, R&D, , R&D, ecoeco--fin, fin, 
competitioncompetition policypolicy,,……))

EnhancingEnhancing vertical vertical policypolicy coordination (EUcoordination (EU--
MemberMember StatesStates--RegionsRegions))
–– EU direct: Single EU direct: Single MarketMarket Program, Program, CompetitionCompetition

Policy (Policy (inclincl State State aidaid), ), FundingFunding fromfrom FP, FP, stucturalstuctural……
–– EU indirect:  coordination, monitoring, EU indirect:  coordination, monitoring, stimulatingstimulating

National Action PlansNational Action Plans

ImprovingImproving the the policypolicy processprocess:  monitoring :  monitoring 
and and evaluationevaluation
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EvaluationEvaluation ofof indicatorsindicators & & 
targetstargets

WideWide set set ofof structural structural indicatorsindicators andand targetstargets to to linklink knowledgeknowledge
area to area to productivityproductivity andand employmentemployment as as wellwell as to as to productproduct
marketsmarkets, , financialfinancial marketsmarkets, labour , labour marketsmarkets
WideWide set set ofof indicatorsindicators for for thethe knowledgeknowledge area  (area  (combinationcombination ofof
creativecreative, diffusion , diffusion andand absorptive absorptive capacitycapacity))
–– Areas Areas ofof indicatorsindicators whichwhich are important are important andand relativelyrelatively wellwell coveredcovered

humanhuman & social capital& social capital
ICT diffusion/productionICT diffusion/production
FinancingFinancing ofof innovationinnovation

–– Areas Areas ofof indicatorsindicators whichwhich are important are important andand notnot wellwell coveredcovered
ISLISL

HighHigh levellevel ofof aggregationaggregation ofof indicatorsindicators
–– SectoralSectoral dimensiondimension
–– RegionalRegional dimensiondimension

EvaluateEvaluate indicatorsindicators & & targetstargets as a as a systemsystem
–– Note: Note: thisthis isis notnot whatwhat currentcurrent composite composite indicatorsindicators are are doingdoing


