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1. Policy brief – Access to finance and innovation 
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2. Policy brief –  The state of the European Innovation Union 

and working of the European Innovation Systems 

 

A few considerations were taken into account in drafting this policy brief. First, while graphs 

are useful to illustrate the impact of specific commitments in specific regions and/or regions, 

there are no graphs that can summarise the overarching trends in research and innovation, 

given the vastness of the topic and the fact that the challenges facing the Innovation Union 

are multifaceted and complex. To avoid oversimplifying on the one hand and delving too 

deeply into the details of specific commitments on the other, it was decided not to include 

graphs. 

Secondly, the policy brief includes a table with the 34 commitments, so that the full names of 

the commitments do not have to be repeated throughout the brief. This renders it more 

concise and readable. Inserting additional information into that table, however, such as 

research parameters or the individual impacts of the commitments, would make the brief 

unreadable. It is also, in our opinion, preferable to summarise these factors in a structured way 

that provides background and context, particularly for policy makers who may not be experts 

in the topic.  

Along those same lines, it was determined that the best, most concise, and most 

comprehensible way to communicate the policy recommendations was to put them in a 

numbered list, to maximise readability and to make them easy to refer to.  
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While the Lisbon Strategy for 2000-2010 was to make the European Union “the most 

competitive and dynamic knowledge-based economy in  the world”, the mantra of 

Europe 2020 for the decade 2010-2020 was for the European Commission (EC) to aim at 

“smart, sustainable, and inclusive growth”. In this connection, one of the seven Flagship 

Initiatives of the EC was the Innovation Union (IU). 

 

The Innovation Union is a set of 34 commitments to improve the innovation performance 

in the European Union. They span a large set of actors, conditions and interactions. 

Although not all aspects of it have to this date been implemented, it is useful to take some 

distance and evaluate the progress of the implementation of the IU, its strengths and 

weaknesses so as to take corrective actions. This was the task of H2020 project — 

Investigating the Impact of the Innovation Union (I3U) (Grant Agreement number: 

645884). The evaluation was accomplished in three ways. First, each commitment was 

examined individually. Second, those commitments for which data and reliable 

parameters of their impact existed or could be estimated were introduced in the 

macroeconomic model NEMESIS so as to evaluate quantitatively the effects of the 

commitments as a whole on a number of economic performances. Third, the whole 

European Innovation System (EIS) was examined in terms of its coherence, completeness 

and efficiency; the effects and effectiveness of the 34 commitments of the IU were 

examined within this holistic framework. This innovation system perspective is the 

approach followed in the present policy brief. 

 

Box 1 - The 34 commitments of the Innovation Union 

 

Training of researchers and 

employment conditions for 

researchers 

C1 Eco-innovation C18 

University ranking and knowledge 

alliances 
C2 Promote design and Creative industries C19 

Promotion of e-skills C3 Open access to research results C20 

Remove obstacles for cross-border 

mobility 
C4 

Effective collaborative research and 

knowledge transfer 
C21 

European research infrastructure C5 
European market for patent and 

licensing 
C22 

Focus on societal challenges, 
streamline funding instruments, 
strengthen ERC, reinforce industry-
driven priorities 

C6 Safeguard against the use of IPR for 
anti-competitive purposes 

C23 

Simpler access and stronger C7 Improve the use of Structural Funds C24 
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involvement of SMEs for R&I 

More science-based policies, JRC and 

European Forum on Forward Looking 

Activities 

C8 
Smart specialization in Member 

States 
C25 

Promote innovation-driven research 
through European Institute of 
Innovation and Technology 

C9 Social innovation C26 

Put in place EU financial instruments to 

attract private finance 
C10 Develop public sector innovation 

scoreboard 
C27 

Ensure that venture capital funds can 

invest freely in the EU – no tax 

discrimination 

C11 

Inclusive innovation, spread the 

knowledge to all occupational levels 

and sectors 

C28 

Strengthen cross-border matching of 

innovative firms with suitable investors 
C12 European innovation partnerships C29 

Review State aid framework for R&D&I  C13 
Retaining and attracting international 

talent 
C30 

Unitary patent C14 
Scientific cooperation with third 

countries 
C31 

Screening of regulatory framework C15 
Promote global research 

infrastructure and collaboration 
C32 

Standardisation C16 
Self-assessments of challenges, 

needed reforms 
C33 

Procurement market across the EU C17 
Develop indicators for benchmarking 

innovation performance 
C34 

 

 

 

All in all, one may safely conclude from the results of the I3U project that the 

commitments of the Innovation Union have to a considerable degree been implemented 

and yielded the desired effects. For example, we notice an increase in the number of 

innovations coming from the Knowledge and Innovation Communities (KIC), the number 

of start-ups created, the number of business ideas incubated and the number of new 

graduates from EIT labelled programs. In order to overcome some of the financial market 

failures in innovation, the EU Commission has over the years introduced a number of 

policies: InnovFin, European Venture Capital (EuVECA) Funds, the Startup Europe 

initiative and the Enterprise Europe Network (EEN), and a revision of the General Block 

Exemption Regulation (GBER). European Innovation Partnerships (EIP) have been 

established in collaboration with stakeholder communities to encourage innovation and 

solve global challenges. The initiatives created linkages among innovation actors, 

facilitated knowledge spill-overs and promoted connectivity and collaboration among 

stakeholders. 

 EVIDENCE AND ANALYSIS  
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However, the actions connected to the 34 commitments of the Innovation Union have 

been implemented in various degrees. Knowledge alliances and partnerships between 

business and higher education (C2) are stronger in the Nordic and Central European 

countries as a result of national characteristics, regulations and cultures. Retaining and 

attracting international talent (C30) is only partially implemented. The share of high-

skilled third country migrants in the total workforce is still quite low among EU 

economies. The European Venture Capital (EuVECA) Funds (C11) are marketed in all 28 

EU countries but the funds come from only 15 of them. The unitary European patent 

(C14) has not been implemented yet. Member States are slow in introducing the 

European directives regarding pre-commercial procurement and public procurement 

(C17). Few firms so far participate in procurement tenders. There is still a lot of 

heterogeneity in Technology Transfer Offices in Europe (C21). Currently, the market for 

technologies (C22) is not yet sufficiently developed, slowing down technology trading 

and licensing. The reasons are a lack of market safety, information asymmetries and other 

uncertainties which drive up transaction costs, and the valuation of technologies. The 

private market for online matching platforms has still not converged to a dominant 

business model.  Regarding the greater use of the Structural Funds for innovative projects 

(C24), it turns out that in general in the 2007-2014 Multi-annual Financial Framework 

the Member States plan to reduce the proportion of the Structural Funds devoted to R&D 

and innovation. Inclusive innovation (C28) is still at an early stage of implementation, 

even though some important first steps have been taken. The implementation failure here 

is the result of various deficiencies, such as the lack of a clear formulation, the insufficient 

information of the social partners about their role, the autonomy of the social partners 

plus their highly fragmented organizational structure at the EU level. Scientific 

cooperation projects with third countries (C31) are mostly bilateral. An interim 

evaluation of Horizon 2020 shows that third-country participations declined when 

compared to FP7. 

 

From the innovation commitments implemented so far, we can distinguish two main sets 

of commitments. On the one hand, we have those that are unequally aimed at the 

innovation systems that are found in the European Union, and therefore they may lead to 

either convergence of innovation systems, when the weaker systems are more positively 

affected than the stronger, or to a divergence in the opposite case. On the other hand, 

there are commitments or policy actions that affect all innovation systems in the 

European Union and are therefore not expected to lead to either divergence or 

convergence of innovation systems in Europe.  

 

There are 14 commitments (1, 2, 3, 4, 5, 6, 7, 10, 11, 12, 15, 21, 30 and 31) for which there 
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is a potential for a greater divergence between the strongly developed innovation 

systems in Europe and the developing or lagging behind innovation systems. The general 

mechanism at work in these policy actions is that the Innovation Union commitments 

tend to affect mainly strong performers, such as science-based firms, or good research-

driven universities. By stimulating activities of those actors, the weaker innovations 

systems (developing or lagging behind) are not much affected, simply because they 

contain few of those actors, while the strongly developed innovation systems are 

positively affected. This kind of tendency is especially prone in cases where the policy 

action is aimed at research capabilities or research interactions and targeted at a limited 

set of actor roles that are found mostly in the strongly developed innovation system.  

 

For example, university rankings (C2) may increase the gap between the two extreme 

systems of innovation because teaching institutions in the most developed innovation 

systems have a greater capacity to be highly ranked and thereby to outperform even 

more the countries in least developed innovation systems. The noticeable increases in 

the number of PhD students in the European Union (C1) are mostly visible in the 

countries with a strongly developed innovation system. The opportunities offered by the 

European Research Area (C4) are more often taken by researchers from countries with a 

strongly developed system. Other countries lack a sufficient level of absorptive capacity 

to benefit from the European Research Area. Most of the money for research 

infrastructures (C5) goes to participants from strongly developed systems. Lagging 

countries find it hard to participate in such international research collaborations, where 

excellence tends to collaborate with excellence. FP7 funding (C6) is concentrated in 

actors coming from economies classified in the European Innovation Scoreboard 2017 as 

either innovation leaders (IL) or strong innovators (SI). A dichotomy still exists between 

old (EU15) and new (EU13) Member States in terms of participation and success rates in 

SMEs receiving funding (C7), although there are some exceptions like Estonia, Slovenia 

and Cyprus. The total financing provided under the risk sharing scheme (RSFF), InnovFin 

and the European Venture Capital Funds (C10, 11, 12) was unequally allocated across 

countries: the funding went mainly to firms belonging to the most developed and public-

policy led innovation system. Similarly the amount of R&D financing coming from abroad 

was concentrated in a few countries, but here it went also partly to firms in the 

developing innovation system category. International collaborations (C31) are on the 

rise, but only countries in the most advanced innovation systems are heavily involved in 

international scientific collaborations (in terms of scientific publications and the share of 

non-EU doctoral students). In the presence of strong private and public innovation 

capabilities, a more conducive regulatory framework (C15) should have the strongest 

innovation-enhancing effect among members of the strongly developed European 

innovation system. 

http://www.i3u-innovationunion.eu/


 

D11-7 | Policy Briefs 

 

www.i3u-innovationunion.eu Page 13 of 25 This project has received funding from the European 
Union’s Horizon 2020 research and innovation 
programme under grant agreement No 645884.    

 
 

 

We found only 7 commitments (9, 16, 18, 19, 22, 23 and 25) where the weaker innovation 

systems are more positively affected than the strongly developed systems.  For instance, 

the Eco-Innovation Action Plan (C18) is expected to have the strongest effects in the 

Developing and Lagging-behind European Innovation Systems, where innovation and 

public policy-making capabilities are weaker, in general, and where capability-enhancing 

initiatives have the strongest effects. Another example is the market for patents and 

licenses (C22) where there is more of an opportunity for catching-up through 

international knowledge diffusion for developing and lagging behind ecosystems than for 

more developed ones, if there is sufficient absorptive capacity. The revised guidelines on 

horizontal standardization agreements (C16) and technology transfer agreements and 

the Block Exemption Regulations for research and development (C13) reduce the legal 

uncertainty and make technology transfers more efficient than before. The European 

Creative Industries Alliance (C19) is found to have had positive and significant effects for 

the public-policy led and the lagging behind groups of countries. Smart specialization 

(C25) is likely to have the largest impact in the countries belonging to the developing and 

lagging innovation regimes. 

 

It is interesting to note that the commitments with a converging influence almost 

exclusively address interactions between actors or conditions of the system. It thus 

seems that interactions and conditions are particularly useful policy targets in terms of 

convergence inside the Innovation Union, while especially policy actions aimed at 

capabilities of actors seem to be leading to divergence. By focusing more explicitly on the 

capabilities of actors in lagging or developing innovation systems, this tendency could 

certainly be reversed, but in the current Innovation Union, capabilities of advanced actors 

seem to be more often targeted. 

 

 

 

1) The European Innovation System (EIS) is characterized by four types of regimes: 

• Strongly developed (strongly developed in a general sense; all parts of the 

innovation system well developed and competitive): Austria, Belgium, Denmark, 

Finland, Germany, the Netherlands, Slovenia, Sweden, and the United Kingdom; 

• Public-policy led (active science & technology & innovation policies but not so well-

developed private sector; overall good performance): France, Ireland, Italy, Latvia, 

Lithuania, Luxembourg, Malta and Portugal; 

• Developing (depend strongly on external knowledge; weak performance, but public 

policy important for advancing the system): Bulgaria, Croatia, Cyprus, Czech Republic, 

Hungary, Romania, Slovakia and Spain; 

 POLICY IMPLICATIONS AND RECOMMENDATIONS 
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• Lagging behind (depend strongly on external knowledge; weak performance, weak 

public policy initiatives): Estonia, Greece and Poland. 

 

2) While some of the commitments allow the countries in the developing and lagging 

behind groups to catch up with those in the most advanced innovation group, a 

majority of the commitments tend to increase the innovation divide within the 

European Innovation System (EIS). 

  

3) One way to mitigate the increasing innovation gap is to strengthen the 

implementation of the commitments that favour mostly the weakest members of the 

Innovation Union by making financial resources from the Structural Funds available 

for their implementation. 

 

4) There is a high fragmentation of research along country boundaries and, going with 

it, a lack of transparency and duplication of research efforts. This is most visible with 

university-industry alliances, research infrastructures, inclusive innovation and 

Knowledge and Innovation Communities. This heterogeneity between countries is 

due to different national priorities, regulations and overlapping societal challenges.  

 
5) Some commitments need to be intensified: increase the resources for Technology 

Transfer Offices (TTOs), provide a wider dissemination of policy and foresight papers 

on forward looking activities, strengthen the diffusion and implementation of venture 

capital across the EU, show more vigor in the screening of regulatory frameworks, 

spread awareness and use of public procurement, change the consumer’s mindset 

regarding eco-innovation, and increase the absorption capacity of SMEs to benefit 

from open access publishing.  

 

6) Some commitments need to be adjusted. Social innovation may have a potential for 

positive change, but it needs to be targeted in a more comprehensive and coordinated 

way. The goals should be clarified. The decision not to implement a public sector 

innovation scoreboard should be followed up by new and systematic initiatives to 

monitor and foster innovation in the public sector. A better coordination of EU-level 

and national policies and between the Union and local partners are called for in 

matters of SME participation in research and innovation programmes and European 

Innovation Partnerships to avoid a deviation towards local interests at the expense of 

genuine frontier innovation. 

 
7) To perform an accurate evaluation of some of the commitments of the IU, the micro 

data needed are simply lacking. Sometimes the concepts are not clearly defined, as for 

social innovation, sometimes the goals are set clearly but the appropriate data have 
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not been collected, as for the promotion of e-skills, public procurement by Member 

States, the European Creative Industries Alliance, open access, trade in technologies, 

and scientific cooperation with third countries. Without sufficiently rich and 

longitudinal micro data on quantity and quality of implementation, causality (i.e., 

whether the policy really makes a difference) is often impossible to establish. 

 

 

 

 

The innovation systems approach characterizes innovation systems on the basis of actors, roles 

of actors, connections between them, and policy measures. We distinguish six actors: the 

higher education sector, public and semi-public research institutes (the institutes sector), 

private enterprises (firms), governments (policymakers), the finance sector including 

banks, and consumers. The first two of these traditionally have the role of knowledge 

generators, including both basic and applied knowledge. Firms are traditionally seen as 

the innovators, which both generates new knowledge, absorb it, and apply it in 

innovations that are put on the market. However, in a more modern view of innovation, 

universities and research institutes are also given a role in innovation, often interactively 

with firms. Governments and policymakers have a facilitating function, stimulating the 

actions of other actors and steering their behaviour and resulting innovative output. 

Banks and the finance sector have a similar facilitating function, but limited to credit and 

funding, which are often seen as hampering factors in the innovative process. Finally, 

consumers are the receivers and beneficiaries of innovation, but are also seen as playing 

a role in directing innovation, or even in generating innovations and new knowledge.  

 

In the I3U project this traditional characterization of the innovation system has been 

extended to include the following 4 elements: capabilities, interactions, obstacles and 

conditions. Capabilities refer to what actors are capable of doing, based on tangible and 

intangible assets that they possess. Knowledge is an important asset that is used by actors 

such as firms, universities, and research institutes to produce innovations. Thus, the 

amount and type of knowledge that actors possess is an important capability in the 

innovation system. Interactions can take multiple forms, such as voluntary cooperation, 

market transactions involving goods or services that affect actors’ capabilities, and 

technological spill-overs of various kinds. These interactions can directly produce 

innovation outputs, e.g., a new product that is jointly developed by a firm and a public 

research institute, or may affect the capabilities of actors and thus have indirect effects in 

the system. The notion of obstacles refers to factors that hinder or oppose a free working 

of the system. This may include a variety of factors, both affecting innovation directly 

(e.g., privacy regulation that obstructs innovation by social media firms), or affecting 

 RESEARCH PARAMETERS 
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interaction between actors. An example of the latter kind of obstacles is the existence of 

borders (both literally and metaphorically) that obstruct interaction and collaboration 

between researchers in Europe. Conditions are factors or circumstances present in the 

system that shape the aims and goals of the actors. Conditions may be imposed by some 

actors in the system, or they may be related to broad societal institutions. An example of 

the first kind of conditions is the notion of research excellence that is often imposed by 

funding agencies such as research councils, or the notion of market relevance that is 

imposed by policymakers on publicly funded research institutes. 
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3. Policy brief - The socio-economic impacts of the 

Innovation Union’s commitments 

 

 

 
 

 
This policy brief starts from the assessment of the Innovation Union (IU) using a 
macroeconomic model (NEMESIS), based on the results of the detailed analysis of all 34 
individual commitments of the IU in the I3U research project. 
 
There was a risk that the innovation potential of the European Union would be deeply impacted 
by the 2007-2008 financial crisis, notably from its negative effects on small, credit-constrained 
firms. There was also a risk that the double European innovation divide, that arises from the 
analysis of the trends in the European Innovation Scoreboard (EIS), would have increased, 
with the countries from southern and eastern Europe with weaker R&I performance being the 
most impacted by the financial crisis. 
 
The evolution in the EIS indicators from 2006 confirm that the EU continues to lag behind the 
major world leaders of the US and Asia, but it is slowly beginning to catch up. Within Europe, 
the slow convergence of Southern Europe has stalled from the crisis, while in the east some 
countries, such as Slovenia, have made substantial progress. The overall progress translates 
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into an increase in EU GDP R&D intensity of 0.27 points since the crisis, from 1.75% in 2007 
to about 2.02% in 2016.  
 
But how has EU policy contributed to this progress?  
 
The Innovation Union flagship initiative, which was agreed on by the Member States at the 
June 2010 European Council, aimed at improving the general conditions and access to 
finance for R&I. This was identified as the most effective way to recover from the financial 
crisis, and the idea was to create a ‘true’ Innovation Union by 2020. The first objective of the 
I3U project was to respond to the following question: Where are we, at the end of 2018, in the 
implementation of the IU? (See the policy brief The state of the European Innovation Union 
and working of the European Innovation Systems.) The second objective was to evaluate the 
socio-economic impact that could result from an increased implementation of this innovation 
in the future. This quantification was achieved with the macro econometric model NEMESIS, 
which represents the interaction of all EU countries with the other major world regions at a 
detailed sectoral level. The model is a reference tool for the analysis of EC innovation policy, 
based on innovation mechanisms resulting from the production of new scientific and 
technological knowledge, and the ability to transform knowledge enhancements into 
innovations.   
 

 

The IU includes 34 commitments, covering about 40 objectives. The individual analysis of 
these commitments, by the different partners involved in the I3U project, has revealed that 
only 24 of these pursue quantitative targets and could use the NEMESIS model to measure 
their impacts at a macro level. Finally, only 13 of these 24 have enough data and relevant 
statistical information for implementation in the model. 
The commitments were simulated individually, by groups and as a whole, in order to have a 
global picture of the economic impacts of the IU. The groups of commitments that were 
considered gather those that have a similar impact on the European innovation system. 
 

1. Group 1 - “Human capital” includes four commitments that promote the development 
of human capital and skills that could impact the productivity of research or increase 
knowledge spillovers. These commitments are as follows: 

 

 C2.2 - “Knowledge alliances for skill gaps”, 

 C3 - “Propose an integrated framework for e-skills”, 

 C4.2 - “ERA research mobility”, 

 C30 - “Foreign talents”. 
 

2. Group 2 - “Finance”, brings together commitments aiming to facilitate the financing of 
firms’ innovation, and notably the access to finance of SMEs. It includes four 
commitments: 

 

 C10 - “Put in place EU financial instruments to attract private finance”, 

 C11 - “Access to finance – Venture capital”, 

 C12 - “Access to finance – Matching”, 

 C13 - “Review State aid framework for R&D and innovation”. 
 

3. Group 3 - “European funds” includes three commitments focusing on the impact of EC 
funds: 

 

 C6 - “EU research and innovation programmes”, 

 THE METHODOLOGY OF THE ASSESSMENT  
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 C24/25 -, “Improve/Increase the use of ESI funds for R&I”  
 

4. Group 4 - “Action to market” brings together commitments aiming at fostering market 
conditions for innovation. These include two commitments: 

 C19.1 - “Creative industries”, 

 C19.2 - “EU design leadership board”. 
 
For each commitment, two scenarios were simulated: 
 

1. A scenario based on current trends in the implementation of the commitment in the 
different countries and/or, depending the case, at the EU level. 

2. A scenario based on more ambitious targets for the commitment’s implementation. 
It was designed to be achievable by simply implementing additional policies, and by 
improving the policies already in place. 

 
For all of the scenarios considered, the simulation has measured the progress resulting from 
the implementation of these commitments between 2013 and 2027. After 2027, the 
implementation of these commitments will no longer increase. For an analysis of the long-term 
impact of the commitments on the long-term growth rate of the EU, the NEMESIS model was 
simulated from 2014 up to 2050.  
 

 

This first scenario takes into account current trends in the implementation of the IU 
commitments, for example: 

 The increase of 20 billion that is foreseen for the next FP (+20%); 

 The limited contribution of funding for R&I that could be mobilized from the ESI funds, 
as these should not increase over the next multiannual financial perspective; 

 The development of the investments financed by the EuVECA financial instrument, 
which should continue to be dynamic in the next several years; 

 The observed fostering of private/public knowledge transfers by 1.2% per year. 
 
Under these current trends in the evolution of the IU, we could obtain an increase in the level 
of EU27 GDP (Figure 1) by 2.2% in 2040, compared to a situation where no progress would 
occur in the implementation of the IU after 2013. 
 
Of this 2.2%, 0.4% comes from the impact of EU funds. This is mainly due to the influence of 
the H2020 and Horizon Europe framework programmes, as ESI funds for R&I do not show 
much evolution if we look at the average for the whole 2013 to 2027 period. 
 

 WHAT CAN WE EXPECT IF THE IU CONTINUES WITH THE CURRENT TRENDS? 

http://www.i3u-innovationunion.eu/
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Figure 1: The results for EU GDP in 2040 (in % deviation from the reference scenario) 

 
Source: NEMESIS model 

 
It is important to notice that, given current trends, an impact of 0.4% on EU GDP is also 
expected from ERA-human capital policies, which is an important result as very few 
assessments already exist for human capital-oriented policies. 
 
The Group 2 commitments, which leverage funds for the financing of private R&I investments, 
are those with the highest impact, contributing nearly 50% to the final result. The RSFF and 
InnovFin financial tools have certainly contributed significantly to the strong increase in VC 
investment in recent years, which should continue to be an important trend in the near future. 
 
For the Group 4 commitments, all of the impacts come from the development of creative 
industries, which are an important enabler for innovation in a wide range of sectors. Much is 
to be expected from the commitments aimed at increasing standardisation (C16) and 
developing innovative public procurements (C17), but it was not possible at this stage to 
provide any quantification for their potential impacts.  
 
Figure 2 shows the impact on the long-term GDP growth rate. We see that the implementation 
of the commitments could increase long-term annual EU27 GDP growth by about 0.1% given 
current trends, which is important about 7% in relative value as this rate is generally estimated 
to be below 1.5%, as in the 2015 European Ageing report. 
 
The contribution of the Group 1 commitments to this 0.032% increase in the long-term GDP 
growth rate, is particularly important, as it is twice the contribution estimated for Group 3 and 
Group 4 commitments (about 0.015%) and close to the one estimated for the Finance group 
(0.044%). It reflects the strong, long-term impact of policies aimed at increasing and diffusing 
general knowledge, as compared to policies that focus more closely on the market. 
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Figure 2: The impact on EU GDP long-term annual growth rate (as compared to the reference scenario) 

 
Source: NEMESIS model 

 
Figure 3: The results for employment in 2040 (in thousands, compared to the reference scenario) 
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Source: NEMESIS model 

 
Finally, Figure 3 displays the results for employment, showing that, given current trends, up 
to 1.4 million new jobs could be created in 2040, thanks to the progress of the IU. Of these 
1.4 million, about 332 000 come from the impact of EU funds, which reflects the influence of 
the relatively high share of EU funds directed toward southern and eastern countries, where 
labour productivity is weaker than in northern and central European countries. 
 

 

 
More significant impacts could be achieved by reinforcing current policies. We have simulated 
a more ambitious scenario that, as compared to the current scenario: 
 

 Sets the budget of Horizon Europe to 90 billion in constant terms (+20%); 

 Increases the share of ESI funds for R&I for 2021-2027 by +12 billion Euros (raising 
the share of ERDF funds to R&I to 25%, as compared to 20% for the current trends 
scenario); 

 Assumes an additional increase of 33% in the development of the investments 
financed by the EuVECA financial instrument, and; 

 Increases the implementation of commitment C2.2 fostering private/public knowledge 
transfers to 2.4% per year, as compared to 1.2% per year in the current trends 
scenario. 

 
In this more ambitious scenario, the rise in EU GDP R&D intensity could reach 0.24% in 2040. 
The GDP gains resulting from the IU’s progress would amount to 3.5% (+0.16 points for the 
long-term EU GDP annual growth rate), and 2.2 million new jobs would be created. 
 
The results of these two scenarios lead to further reflections: 
 

 Innovation Union has undoubtedly had positive effects on R&D intensity, growth, 
employment and competitiveness; 

 However, these results will be insufficient to reach the objective of reducing the gap in 
R&D intensity between Europe and the major world; 

 Progress is slow, and it takes time to see the economic impacts of innovation policy; 

 The most important conclusion is that the IU could increase the EU’s long-term GDP 
growth rate by up to 0.10%, that is to say more than 15% in relative value. 

 Finally, the assessment is only for the progress that is expected between 2013 and 
2027. It does not take into account the progress already achieved from the economic 
crisis up to 2013, including de facto progress from before the introduction of the IU. If 
we add the progress measured by the European Innovation Scoreboard for this 
previous period, we obtain, with the NEMESIS model, 1.1 million jobs and 1.3% of EU 
GDP in 2018. We can expect up to +6.2% GDP (+0.23 points for the EU GDP long-
term growth rate) and 5.4 million new jobs for 2040. Finally, EU R&D intensity would 
reach 2.25% in 2027, +0.5 points compared to the pre-crisis level.  

 THE PERSPECTIVES OF A MORE AMBITIOUS SCENARIO 
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