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European cohesion policy should acquire a shar-
per edge. Convergence seen as its guiding prin-
ciple may be a powerful motivating factor but
cannot be the only centre of gravity of the po-
licy. Cohesion should no more be directed at an
unattainable ‘sameness’. We should rather aim
at internal compatibility, in order to be able to
act externally as a coherent organism.

In thinking about cohesion policy inspiration
should be drawn from the concept discussed in
the field of innovation policy where the idea of
“smart specialisation” has provided useful gu-
idance to optimise government
This new concept, which suggest a better use
of regions’ specific potential, is very much in ke-
eping with a growing demand for cohesion policy
to depart from a ‘one-size-fits-all’ approach, be-
coming a ‘place-based’ policy instead.

intervention.

Nevertheless, potential synergies between the two
are still not explored sufficiently. Cohesion policy
is about much more than stimulating innovation.
For some time, a perception has dominated that
cohesion and innovation policies cannot go well
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together, the former being focused on convergen-
ce and the latter on achieving excellence. Yet, the
theme of innovation has progressively gained re-
levance among objectives of cohesion policy. As a
result, cohesion may now just as well be perceived
as a major European instrument of investment
in innovation. A possible fusion of cohesion poli-
cy and smart specialisation, what we would call
‘smart cohesion’, may not only serve both policies
themselves, but may also give a much-needed bo-
ost to European integration as a whole.

The right time to act

In the next few months, the EU should engage in
a ‘smart’ re-framing of cohesion policy.

First of all, the EU has already entered into the
period of negotiations of the New Financial Fra-
mework. On June 30" 2011 the Commission put
forward its proposal for the next seven-year bud-
getary period (2014-2020), opening the floor to
reactions from the Member States. Negotiations
are expected to last until the end of 2012, tho-
ugh in the meantime legislation in specific areas



will be prepared. In the case of cohe-
sion policy, a formal meeting of mini-
sters is scheduled for December 12t,
2011, when they should already speci-
fy the bases of a potential compromi-
se agreement. This means that we are
bestowed only with a few months wide
window of opportunity for a ‘smart’ re-
furbishing of specific EU policies and

While we can see
a general willing-
ness to reform
the cohesion poli-
cy, the accent on
its potential pro-
innovative role
seems to be insuf-

ficient.

Budget for Europe2020? proposal, inc-
lude an introduction of a new category
of regions (‘transition region’); thematic
concentration; ex ante and ex post con-
ditionality; a performance reserve (5% of
cohesion budget reserved for best-per-
forming regions or Member States); as
well setting aside a separate Connectivity
Fund for projects in transport, energy and

programs.

Secondly, innovation is currently on top of the EU
agenda. For the last two years we have been obse-
rving a ‘silent revolution’ in the EU innovation po-
licy!. The first European Innovation Commissioner,
Maire Geoghegan-Quinn, has managed to introdu-
ce innovation into the hard core of the EU agenda.
In particular, she has succeeded in promoting an
idea of “smart specialisation” as a way to make
Europe2020 more effective than its predecessor
and achieve greater coherence between Europe-
an regional and R&D&I policies. A strong position
of Commissioner Quinn may to some extent be
explained by the fact that the importance of inno-
vation in general has increased both in the global
and the European context. The global economic
crisis has drawn attention of decision-makers on
an urgent need to focus on new sources of growth.
This is especially acute in the case of the EU whe-
reby one can note a growing consciousness that
in the long run we would be able to compete with
United States, Japan or China only if we act as one
strong and consolidated economy.

Besides, for the last three years, cohesion poli-
cy has been a subject of vivid discussions, which
have led to a widespread agreement that it should
become a ‘place-based’ policy. Other of its possi-
ble reforms, reflected also in the Commission’s

1 P. Zerka, “A New Innovation Spirit and the Future of Lead
Markets”, TGAE Il - contribution to the Polish, Danish and
Cypriot Trio Presidency of the European Union, June 2011
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ICT. While we can see a general willingness

to reform the cohesion policy, the accent
on its potential pro-innovative role seems to be in-
sufficient. Previously, in a communication Regional
Policy contributing to smart growth in Europe20203,
the Commission has tried to explore a potential for
cohesion policy to become ‘smart’. There is a need -
and an appropriate occasion - to reinforce this line of
thinking in discussions over the future of cohesion.

There are two further, more general reasons why
this is a suitable time to bet on ‘smart cohesion’.

There is a growing perception that the EU is, once
again, coming to a parting of the ways*. Funda-
mentals of the European project, like common cur-
rency, single market, Schengen agreement, com-
mon agricultural policy or cohesion, are successi-
vely put into question. Some even argue that the
eurozone crisis threatens to blow up the EU from
within. Citizens of the most suffering countries (like
Greece or Spain) are increasingly expressing their
disillusionment with politics, also at the EU level.
At the same time, European leaders are acting un-
der a growing inquietude, with a sense of limited
impact on the course of things. All of this means
that the whole European project needs to be given
a new energy. Re-framing the EU as an organism

2 European Commission, ,, A Budget for Europe2020”, Brussels,
June 29th 2011, p. 11-12

3 European Commission, “Regional Policy contributing to
smart growth in Europe 2020", Brussels, October 6th, 2011

4 J. Emmanouilidis, J. Janning, ,Stronger after the crisis”, Euro-
pean Policy Centre, June 2011



which is strong not because of its presumed homo-
geneity, but thanks to its harmoniously integrated
internal differences, may help Europeans to regain
faith in integration. This is where ‘smart cohesion’
comes in.

Finally, we are witnessing a global transforma-
tion in regional policies. The most clear-cut dis-
pute has erupted between World Bank, opting
for space-neutral approaches, and OECD which
supports a place-based policy. In a nutshell, the
former focuses on fostering maximum interre-
gional factor mobility in response to wage si-
gnals in order to maximize factor rewards and
achieve greater aggregate welfare®. The latter,
emphasizes underdevelopment traps associated
with location-specific externalities and market
failures which can inhibit the potential of certain
regions to grow®. Simple ‘convergen-
ce' is increasingly questioned as an
overarching policy objective. Inste-
ad, new focus is placed on the need
to treat every region separately, sup-
porting its specific strengths and eli-
minating the bottlenecks. Accordingly,
greater attention is paid to the speci-
ficities of ‘lagging regions’. As Jose Enri-
que Garcilazo from OECD puts it, “an exc-
lusive focus on the growth poles neglects
the fact that the tail of the distribution
still accounts for around two thirds of ag-
gregate growth"’.

cial

Most importantly, the sympathy of policy-makers
is clearly moving towards the second approach,

5 World Bank, 2009, ,World Development Report 2009: Re-
shaping Economic Geography”, World Bank, Washington DC

6 OECD, ,How Regions Grow”, OECD, Paris 2009;
OECD, ,Regions Matter: Economic Recovery, Innovation
and Sustainable Growth”, OECD, Paris 2009

7 J.E. Garcilazo, J.0. Martins, W. Tompson, “Why policies may
need to be place-based in order to be people-centred”,
VOXEU, 20 November 2010

Notwithstanding
a popular percep-
tion of cohesion
policy, it has alre-
ady played a cru-
role as one
of the EU’s most
pro-innovative
instruments.

which can be noted in the growth
strategy of the Obama Admini-
stration and in “the philosophical
approach which underpins the
current reforms of EU Cohesion
Policy”®. Prof. Barca, in the report to its
“An Agenda for a Reformed Cohe- integrated
sion Policy”, advocates for “the full
utilisation of the potential of every
place or region”®.

All of this shows that there are

favorable conditions for the refra-

ming of cohesion in a ‘smart’ fashion. Still, uncer-
tainty remains regarding the exact content of co-
hesion’s innovative dimension.

Cohesion and innovation:
old friends

This has been underlined in a recent
Innovation Competitiveness
Report, which observed that thanks
largely to a gradual introduction of
innovation objectives in cohesion poli-
cy, the proportion of EU budget dedi-
cated to research, development and
innovation (R&D&I) has increased
from 3% in 1985 to 11% in 2009,

Over this time, we have observed
‘ a significant increase in not only cohe-

sion funds but also framework program

dedicated to research and innovation
(as demonstrates Chart 1). In the current pro-
gramming period (2007-2013), 14,4% of all the
Structural Funds are devoted to research, deve-

Union

8 McCann P., Ortega-Argiles R., “Smart Specialisation, Regio-
nal Growth and Applications to EU Cohesion Policy”, Wor-
king Paper, 2011, p. 14

9 F. Barca, “An Agenda for a Reformed Cohesion Policy”, April
2009, p. 17

10 European Commission, “Innovation Union Competitiveness

Report”, June 2011, p. 79

Re-framing the EU as
an organism which is
strong not because of
its presumed homo-
geneity, but thanks
harmoniously
internal
differences, may help
Europeans to regain
faith in integration.



Chart 1. Evolution of European
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*RTDI = research, technology, development and innovation ~ Source:

lopment, technology and innovation activities
(RDTI), in comparison with mere 5% in 2000-
2006, What is more, Structural Funds also
support entrepreneurship, human capital and
ICT, which would increase the total amount to
24,5% of cohesion funding®2. Although EU fun-
ding of R&D reaches on average 16% of total
national civil R&D budgets in EU-27, in some
cases the 2007-2013 Structural Funds are a ma-
jor source of funds for R&D, representing more
than 100% of the countries’ own national civil
R&D budgets - up to 165% in Latvia'3 (as de-
monstrates Chart 2).

11 Ibidem, p. 29
12 Ibidem
13 Ibidem, p. 255-256
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Data: Eurostat, DG REGIO Note: (1) Estimated average annual funding.

Innovation Union Competitiveness Report 2011

In the current budgetary period (2007-2013),
around 86 billion euro from the cohesion poli-
cy have been dedicated to innovation (including
RTDI as well as support for entrepreneurship, hu-
man capital and ICT), whereas - as a matter of
comparison - the budget of the Seventh Frame-
work Program amounted to 53,3 billion euro, plus 3,6
billion dedicated to the Competitiveness and Innova-
tion Framework Program - although it must be noted
that these instruments differ in objectives and target
other sorts of actors.

Apart from that, cohesion policy in general im-
plemented in one country usually bears external
benefits on its neighbors as well as on other Eu-



*GBAORD = government budget appropriations or outlays on R&D
Source : DG Research and Innovation Data: DG Research and Innovation, DG REGIO  Notes : (1) Initial allocation of 2007-2013 Structural Funds to RTDI activities, annual average.
(2) Received FP7 funding up to 2009, annual average.

ropean economies - including a positive impact
on their level of innovativeness. The Institute for
Structural Research, a Polish research organisa-
tion, has calculated that positive externalities of
cohesion projects developed in Poland between
2004 and 2015 may largely compensate the costs
incurred by EU-15 countries®t. Every single euro
spent on cohesion in Poland should earn them -
on average - around 36 cents back in additional
exports of goods and services. If we take into ac-
count the funds which had been received by tho-
se countries themselves through cohesion policy,
then the balance will be even more favorable:
they should get 46 cents back. Germany turns out
to by the biggest beneficiary of Polish cohesion,
receiving -respectively- 72 or 85 cents back.

14 t. Skrok, ,Ocena korzysci uzyskiwanych przez Panstwa
UE-15 w wyniku realizacji polityki spéjnosci w Polsce”,
Instytut Badan Strukturalnych, Warsaw 2010

Innovation Union Competitiveness Report 2011

These positive externalities have both direct and
indirect effects. Cohesion policy introduced in less
developed Member States is directly beneficial to
EU-15 countries because it generates additional
demand (e.g. through subcontracting or demand
for goods and services). However, indirect effects
are over ten times stronger than direct ones, al-
though occurring after a longer period. They in-
volve, above all, extra imports resulting from the
modernisation of the recipient economy and an
increase in wealth of its citizens. Besides, the
development of trade relations should favor an
improvement in productivity in both a recipient
economy and its trading partners, and at the end
stimulate an increase in their level of innovati-
veness. All in all, there is a strong evidence to
treat the Cohesion Policy as a positive-sum game,
which requires a limited financial involvement



on the part of EU-15 while giving a
significant return to the European
economy as a whole.

Yet, cohesion could do much more
for innovation, just as it could let
innovation do more for cohesion.
Fortunately, we can observe a gro-
wing awareness of this double po-
tential. In his highly influential re-
port, Prof. Barca suggests “to shift
some of the focus of cohesion policy
to investment in research and innovation”!>. To
some extent, this means that innovation may
crowd out other objectives, both within the EU
budget and in cohesion policy itself. This can al-
ready be seen in the Commission’s “Budget for
Europe2020” proposal'®, whereby an allocation
for the Framework Program has increased from
53,3 up to 80 billion euro, whereas in the case
of cohesion policy we can expect prioritization of
innovation-related investments in competitive-
ness and transition regions as well as lesser sup-
port for non-innovative investments (like institu-
tional capacity building) in convergence regions.

However, the effects of this crowding-out may
be mitigated by the establishment of a common
strategic framework for all structural funds?’,
which thus could become better aligned with
other EU policies (including common frame-
work for research & development) and with
objectives of Europe2020. This would be consistent
with Barca’s argument that “place-based interven-
tions can be coordinated with the EU policy aimed
at supporting areas of excellence, turning it into a
comprehensive European policy for innovation”!8,

15 F. Barca, op. cit., p. 130

16 European Commission, ,,A Budget for Europe2020”, op.
cit., p. 11-12

17 Ibidem, p. 12

18 F. Barca, op.cit., p. 130-131
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It is through the support
for innovation that regions
could better utilize their
specific growth potential
and contribute to Europe-
an cohesion understood
as greater EU’s
compatibility.

But at the same time, we should
emphasize a crucial role that inno-
vation itself has to play in leading
towards a newly-defined Europe-
an cohesion. Differences betwe-
en European regions concern not
internal only their level of development,
but also their innovative perfor-
mance. It is through the support
' for innovation that regions could
better utilize their specific growth
potential and contribute to Europe-
an cohesion understood as greater EU’s internal
compatibility. However, this should not consist
in @ homogeneous copying of biotechnology or
nanotechnology centers (whose duplication has
been identified as one of the reasons for weak
competitiveness of European research on avera-
ge), but rather in fostering individual strengths,
specific for every region.

A pro-innovative role of cohesion is underesti-
mated just as often, as is a pro-cohesive role of
innovation.

Breaking up with
a two-tier curse

While Europe is clearly double-speed in its le-
vel of development, an accompanying two-tier
conception of EU innovation policy (supporting
excellence in some areas and catching up in
others) only petrifies this situation or even ma-
kes it worse. In order to overcome this divide,
cohesion funds for convergence countries must
progressively be re-directed towards ‘smart’
investments.

The already mentioned Innovation Union Competi-
tiveness Report 2011 demonstrates that there are
still large discrepancies in innovative performan-



ce between the old (EU-15) and the new (EU-12)
Member States, which usually hold also at the re-
gional level. These differences include, as is easy
to predict, a share of GDP spent on R&D, both by
government and business; number of patents and
scientific publications; share of population having
completed tertiary education; or employment rate
in knowledge-intensive activities. However, a poor
performance of new Member States in these re-
spects correlates also with their weak participation
in European research networks as well as in co-
publication and co-patenting projects. Although
in some cases (R&D spending, European patent
applications) they register an annual growth hi-
gher than the European average, still the gap in a
general innovative performance does not seem to
narrow fast.

The participation of the EU-12 in- Cohesion

dimension, but where people
would emigrate to other regions
or countries because, first of
all, there may be not enough
hard infrastructure and R&D
base which could attract invest-
ment, especially FDI; and secon-
dly, because very often what is

The building of a know-
ledge-based
in Europe may in some

economy
cases consist in inve-
sting in basic infrastruc-
‘Smart’ does not
automatically
R&D-only.

ture.
mean

policy must

also lacking is the guiding idea

of development - in the sense

of an in-depth reflection about

the real strengths of the region

and their utilization for deve-

lopment. If this lack of vision is reflected also in
regional education and training systems, then it
should not be surprising that the graduates look
for job opportunities in other places.

In order to finally break up with the

stitutions in the 7* Framework Pro-
gram has been very weak compared
to Western Europe. In a program
which is centrally managed by Euro-
pean Commission, they have found
it extremely difficult to compete in

not lead to a situation
of ‘carrying logs to the
wood’ by, for example,
building new highways
where they have no me-

curse of the two-tier Europe, two
powerful regional development as-
sumptions need to become accep-
ted and internalized at regional, na-
tional and European levels alike.

excellence with their EU-15 counter-

parts. However, a hasty conclusion

that the EU-12 regions simply need

more R&D funding, may be misle-

ading. If they are spending a large

part of cohesion funds on highways and other ty-
pes of hard infrastructure, and less on training or
R&D, this is often because their biggest gaps as
well as key obstacles to growth can be found in
those areas.

This is very much in keeping with the concept of
‘intellectual capital’. According to this idea, every
economy should aim at balancing the four com-
ponents of its intellectual capital: the structural,
social, human and relational one. There may be
regions which perform well in the human capital

aningful added value.
On the one hand, the building of a
' knowledge-based economy in Eu-
rope may in some cases consist
in investing in basic infrastructu-
re. ‘Smart’ does not automatically
mean R&D-only, because many regions need
first to become reconnected to the European
system.

On the other hand, cohesion policy must not
lead to a situation of ‘carrying logs to the wood’
by, for example, building new highways where
they have no meaningful added value. This is
why the idea of ‘smart specialisation’, as a one
that draws attention to the region’s growth po-
tential rather than to its backwardness, should
become a starting point for any policy of regional

7



development. It is through the lenses of ‘smart
specialisation’ that the public intervention sho-
uld be planned - because not every vision may
demand the same actions.

The concept of ‘smart specialistaion’ is meant to
reconcile European polarisation and distribution,
that is the targets of both innovative and cohesi-
ve Europe. According to Dominique Foray:

“too many regions in Europe opt to compete in
the same worldwide or European tournament in
the field of biotechnologies or information tech-
nologies. This sheeplike behaviour inevitably
leads to a collection of subcritical systems and
results in an unhealthy uniformisation of the Eu-
ropean knowledge base”?'°.

Originally, the concept related only to European
research. Foray argued that:

“while the leader regions invest in the invention
of a General Purpose Technology (e.g. biotechno-
logy, information technology) or the combination
of different GPTs (e.g. bioinformatics), followers
must invest in the co-invention of applications,
that is development of the applications of a GPT
in one or several important domains of the re-
gional economy. (...) [As a result] these regions
enter into a realistic and practicable competition
logic, by defining a competition arena composed
of a small number of players”?2°.

Nevertheless, this idea has quickly attracted
a wider interest, surpassing a narrow context of
research policy and being tested as a potential
element in a more general development policy,
in particular - EU cohesion policy.

19 D. Foray, ,Understanding ‘Smart Specialisation’”, [in:]
,The Question of R&D Specialisation: perspectives and
policy implications”, European Commission Directorate-
General for Research, 2009, p. 22

20 Ibidem, p. 19
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Towards a smart
cohesion policy

The idea of ‘smart cohesion’ may constitute an
optimal response to the double need of reinvigo-
rating the cohesion policy and making the Euro-
pean innovation system more coherent. This is
why its translation into the context of regional
policy, while not automatic, is a crucial challenge.

The European Commission has already taken ac-
count of it in the document Regional Policy Con-
tributing to Smart Growth in Europe. It has sug-
gested that all regions, especially those which
are not competing worldwide on a technological
frontier, should develop their own smart specia-
lisation strategies in order to maximise the com-
bined impact of Regional Policy and other EU
policies. Although the EC has explained that the
aim of this action will be to “concentrate resour-
ces on the most promising areas of competitive
advantage”, it has not yet made clear how the-
se areas should be identified and translated into
the framework of Cohesion Policy.

P. McCann and R. Ortega-Argiles try to resolve
this difficulty by suggesting that:

“...if smart specialisation is to be successfully
integrated into regional policy it is necessary to
develop regional policies which promote techno-
logical diversification amongst the most embed-
ded industries which have the relevant scale to
generate significant local impacts, whilst at the
same time promoting the connectivity of the re-
gion without inadvertently creating an adverse
Krugman shadow effect”?!.

This broad recommendation is based on two par-
ticularly interesting observations:

21 McCann P., Ortega-Argiles R., op. cit., p. 18



First of all, less prosperous non-co-
re regions, which usually dispose of
already specialised industry structu-
res, may actually need not specia-
lise but rather diversify. Thus, the
authors recommend a ‘specialised
diversification’, which they under-

Less prosperous non-co-
re regions, which usu-
ally dispose of already
specialised industry
structures, may actually
need not specialise but
rather diversify.

flows of knowledge of skills”24. In or-
der to counter it, an overall interven-
tion through cohesion policy should,
in our opinion, continue to support
the building of hard infrastructure,
whose underdevelopment is often a
primary source of lagging regions’

stand as “diversifying into technolo-

gies which are closely related to the

existing dominant technologies”?2. They refer to
F. Neffke, according to whom the “inflow of new
firms and the founding of new local firms are both
systematically higher in fields which are techno-
logically diversified but also closely related to
the existing dominant fields of the region, while
outflows of firms or firm failures are more likely
in sectors unrelated to the existing regional tech-
nological profile”?3. This argument is very much
consistent with an idea that in their research ac-
tivities less innovative regions should focus on
‘applications’ rather than on ‘general purpose
technologies’. The assumption behind it is that
those applications would be closely related to an
already existing skills and industrial base, while
going beyond region’s current activities.

Secondly, both science and industry in periphe-
ral regions are often poorly connected to other
regions (not only in infrastructure, but also as
regards a day-to-day cooperation and commu-
nication). Therefore, strategies of smart specia-
lisation should, on the one hand, focus on the
development of linkages, but on the other hand,
centre on the region’s already most connected
industries or research areas. Still, there is a risk
of an adverse Krugman shadow effect “whereby
the networking actually promotes further out-

22 |bidem, p. 16

23 Neffke F., Henning M., Boschma R., “How do regions diversi-
fy over time? Industry relatedness and the development of
new growth paths in regions”, Economic Geography, 2011

weak linkages with other regions. It

is all the more important in the re-
gional context because regions are usually more
open than nations, and they often trespass na-
tional borders. In fact, this is one of the reasons
why EU-wide regional policy has an added value
over interventions at national level.

Besides, McCann and Ortega-Argiles show that
‘smart specialisation” may have different rank
depending on the region’s level of development
as well as its integration with other regions. Most
interestingly, it may not be that appropriate ne-
ither for the most developed urban centres and
leading knowledge regions, nor
for the most isolated regions:
the former usually having a di-
versified and an already inno-
vative economy, and seldom
qualifying for regional funds;
while the latter not only lack
sufficient scale but also cope
with an immediate need to pro-
mote connectivity with more
central regions. Still, the con-
cept seems to be very well-su-
ited for ‘intermediate regions’,
especially given their growth potential as well
as concentration possibilities, that is “suffi-
ciently large population to generate agglomera-
tion or network effects”?%. This is good news for
Cohesion Policy, in which ‘intermediate regions’

cialisation

hand,

research areas.

24 McCann P., Ortega-Argiles R., op. cit., p. 18
25 Ibidem, p. 18

centre on

Strategies of smart spe-
should, on
the one hand, focus on
the development of lin-
kages, but on the other

the

region’s already most
connected industries or



If we want the ‘sticks
and carrots’ systems
to be effective, then
every region should
be subject to
same rules.

constitute an important target, and
whose position may actually get
stronger if a new category of ‘trans-
ition regions’ is accepted in the
next financial framework (although
the two must not be confused). Ho-
wever, it should not lead to a conc-
lusion that smart specialisation
strategies shall only be obligatory
if a region applies for innovation-justified funding
among a limited list of thematically concentra-
ted priorities. If we want the ‘sticks and carrots’
systems to be effective, then every region should
be subject to the same rules. Instead, the plan-
ning may take shape of ‘deep smart specialisa-
tion strategies’, no longer being limited to the
region’s specialisation potential but also touching
upon its overall development vision.

the

Finally, there is an inescapable problem of rent-
seeking which relates to the question of who
should develop such strategies and who should
evaluate them. This problem has already been
raised by Barca:

“rent-seeking can take several forms: public re-
search centres and universities tend to define
the agenda of cooperation solely from a rese-
arch perspective and overestimate its applica-
tion potential; less developed regions might be
biased by having additional social aims, such
as supporting support; large firms might try to
use interventions as a form of leverage for ma-
intaining a plant production against competition
from lower cost locations; smaller firms may be
reluctant to take long-term risks and might try to
use innovation support to fund short-term acti-
vities; intermediaries might exploit their special
knowledge to charge all the other institutions
unreasonable fees”?S.

26 F. Barca, op. cit., p. 134
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Similarly, McCann and Ortega-Argiles observe
that “smart specialisation logic implies newness,
variation and differentiation, and these very fe-
atures may undermine some of the monopoly
positions of local elites”?’. In order to prevent
the appearance of a rent-seeking scenario, the
EC should follow Barca’s suggestions and their
own initial intuitions and support the use of out-
come indicators and conditionalities. An ex-ante
conditionality would consist in supporting a pro-
ject depending on whether a region has prepa-
red a smart specialisation strategy which fulfills
predefined standards. This points to the need for
the EC to establish such standards, together with
clear guidelines on how regions should prepare
their strategies. There should also be a perfor-
mance-based conditionality, whereby a second
part of financing may be dependent on verifiable
results of the first phase. This requires an earlier
agreement on indicators which would be used to
evaluate the performance of regions.

The use of conditionality is in keeping with an ar-
gument that “public investment into R&D does
not create automatically conditions for growth”?28,
According to A. Bonaccorsi, the ultimate result of
increased R&D support, including through regio-
nal funds, depends on a careful design of policies.
In order to limit policy failures, a mechanism of
policy learning must be strengthened: “In many
cases, the simple definition of conditionality rules
washes away the most diffused and harmful forms
of rent seeking and inefficient behaviour”?°,

There is one more possible, less obvious, positi-
ve externality of ‘smart cohesion’: it may contri-
bute to addressing Europe’s democratic deficit.

27 McCann P., Ortega-Argiles R., op. cit., p. 20

28 A. Bonaccorsi, ,Jowards better use of conditionality in po-
licies for research and innovation under Structural Funds”,
Report Working Paper, January 2009, p. 4

29 Ibidem, p. 25



If local stakeholders are given responsibility in
choosing their regional specialisation strategies,
then this should empower the local dimension of
European politics. This requires the EC to be care-
ful not to overbureaucratize the whole process. If
‘smart cohesion’ turned out to be seen as a top-
down policy, managed by an all-mighty Brussels
or imposed on regions by national capitals, then it
would risk becoming counterproductive.

Conclusions

The next months will be a period of intensive di-
scussion over the shape of the next EU financial
framework and resulting reforms to European po-
licies and programs. The Commission’s initial pro-
posals aim at greater simplification and integra-
tion of instruments, as well as at their foundation
on place-based and pro-innovative dimensions.

This is good news for the idea of ‘smart
cohesion’, which assumes that cohesion policy
should take account of both underdevelopment
gaps and specific sources of growth of regions, in
order to help them determine their optimal place
in the European system and to foster creation
of a strong and consolidated European economy.
In more concrete terms, this would require:

e a close alignment between cohesion and
innovation policies
en their respective common strategic frame-
works), so that synergies between the two are
reinforced. Innovation policy should be treated
as an instrument helping Europe to become
more economically, socially and territorially

(specifically: betwe-

coherent, while at the same time cohesion po-
licy should be used to boost Europe’s level of
innovativeness. They should not be treated as
separate, or even opposite policies, but rather
as two sides of the same coin.

e that all regions be obliged to

draft their own ‘deep smart
specialisation strategies’
which would constitute a point
of reference to conditionality ru-
les applied to particular projects.
The strategies should be prepa-
red at regional level, involve lo-
cal stakeholders, and be consi-
stent with both National Reform
Programs and EC's standards
and guidelines, which also me-
ans that they ought to be verified

Cohesion policy sho-
uld take account of
both
ment gaps and speci-
fic sources of growth
of regions, in order to
help them determine
their optimal place in
the European system

underdevelop-

and to foster
ation of a strong and
consolidated Europe-

cre-

an economy.

and supervised at both national

and community level. The strate-

gies should be ‘deep’ in that they

would not only focus on areas of

actual or potential innovative
specialisation, but would also refer to specific
non-innovation bottlenecks explored in parti-
cular regions which may currently constitute
the most important barrier to their economic
growth.

e that any sort of cohesion policy interven-
tion (including e.g. trainings or basic in-
frastructure) be conceived as forming
part of such a comprehensive ‘deep smart
specialisation strategy’. This would make it
easier to use ‘sticks’ (e.g. ex ante and ex post
conditionality) and ‘carrots’ (e.g. national and
European performance reserves) irrespective
of whether a region is more or less technolo-
gically advanced. At the same time, it should
help us end with a two-tier thinking about in-
novation -and economy- in Europe.

The most important objective of ‘smart cohe-
sion’ is to lead to a more consolidated European
economy which would be stronger thanks to its
heterogeneity, and not in spite of it. This task
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would consist in making cohesion more pro-in-
novative and benefiting more from a pro-cohe-
sive potential of innovation. As we have demon-
strated, general ideas on how to add ‘A’ to ‘B’
are already there. What is needed right now is a
careful elaboration of details and a political co-
urage to make a decisive step and start thinking
cohesion anew.
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