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Background 

There is an increasing body of evidence that weaknesses in technology and knowledge 

diffusion in Europe are weighing on productivity growth and innovation, particularly 

in firms which are distant from the technological frontier (whether at European or 

national level). This weakens Europe's capacity to adapt to meet future challenges and 

undermines inclusive growth. It is therefore necessary to examine whether current 

tools for innovation policy are too narrowly focused, targeting mainly research and 

development as well as science and technology-based interventions. To ensure that 

technological and knowledge diffusion reaches lagging regions and creates room for 

all types of regions to benefit from global trends and technological change, a broader 

concept of innovation policy might be required. 

The productivity gap between frontier regions and the rest has widened substantially 

over the last two decades due to a lack of catching up from lagging regions. Despite 

large regional disparities, countries’ innovation policy mixes have remained quite 

homogeneous, with region-specific policies accounting for only 0.71% of the reported 

budgets. However, no one-size-fits-all prescription for innovation policy exists, in 

particular given different contexts such as rural vs urban areas or high and low 

knowledge-intensity economies.  

Innovation policy in less developed regions needs a broader approach, considering 

factors that act as framework conditions for innovation diffusion. For instance, policy 

needs to consider institutional capacity building, as some regions lack strong 

institutions, good governance and political goodwill, all thought to be essential for 

innovation to “trickle down”. Beyond institutional factors, public action may need to 

take other aspects into account.  

Examples include regional integration with the national innovation system, industry 

links, as well as issues related to education and skills – especially taking into account 

today’s digital transformation. As a good example of such an integrative approach to 

regional development policy, the program “Catching-Up Regions” in Poland, initiated 

by the European Commission and implemented by the World Bank, focuses not only 

on innovation activities per se, but also on vocational education and training, 

entrepreneurship, business registration, and access to finance. 



Questions to address: How can innovation be fostered in less-developed regions?  

 How should broad-based innovation policy and smart specialization be adapted 

in different regional contexts such as less developed, or low institutional 

capacity regions?  

 How should this differ from support in more developed regions? 

 What can policy do to foster technology diffusion and help closing the gap 

between frontier regions and the rest?  

 Can "pockets of excellence" be developed as a bridge to addressing the 

productivity gap? 

 What other factors – such as skills, entrepreneurial culture or industrial 

modernisation – require special attention from policy makers within or as a 

complement to innovation policy? 

 How can institutional barriers to innovative activity be overcome? 

 

 


