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Report on Governance System Innovation 

 

At its second meeting, the HLG expert working group on governance system innovation 

identified the following eight key issues that need to be tackled in order to improve the 

framework conditions for innovation in the European Union: 

 Re-establish trust between the actors in innovation ecosystems; 

 Improve stewardship 

 Allow for regulatory experimentation and co-creation; participatory policy-making 

 Costs of lost opportunities vs. costs of non-Europe 

 Speed, reactivity and proactivity of the EU governance system 

 Acknowledge that we operate in a vuca context 

 Identify and overcome blockages / fault lines to reform 

Regulatory innovation: experimentation, prototyping, self-organisation 

 EU legislation tends towards static efficiency, the optimum use of existing production 
capacity. The problem with static efficiency is that problems are addressed given 
current business models and existing technology and interests. As new technology, 
knowledge and business (start-ups becoming mainstream, digital platforms, societal 
initiatives) is emerging, this may result in regulations becoming superfluous or 
ineffective. Instead, EU regulation should tend towards dynamic efficiency: increasing 
future production capacity. This dynamic efficiency offers more scope for future 
growth than static efficiency does and is therefore more important to get right. 

 In line with this, EU legislation needs to be outcome-based. Legislation should be 
formulated technology-neutral and only pose restrictions that are necessary to 
achieve the outcome: the public interest and common good. This presupposes the 
ability to challenge legislation when it does not work; the room for experimentation; 
respecting the subsidiarity principle and that “more Europe” is not always the best 
approach; and accepting the unpredictable and allow it to emerge and develop into 
opportunities before immediately regulating it;  

 Strategic foresight is certainly a helpful tool in policy planning, though it can only 
smoothen the peaks, but does not sufficiently support serendipity. Rather, the EU 
needs to allow for experimentation and proto-typing. This will spur unexpected 
serendipity and increase the understanding of what needs to be regulated (if at all), 
or what possible other solutions may be.  

 Interests of future innovations need to be represented in the policy-making process. 
As the interests of future innovations are not legally enshrined, they often find 
themselves subordinated to policy interests which already are. It is therefore 
important to give such interests legitimate attention. 

 The EU and Member States’ governance systems are designed for predictable futures. 
Traditional control-type leadership works in controllable environments; however, not 
in complex and rapidly changing ones by which we are faced today. So how can the 
complexity which results from increasingly unpredictable futures and rapidly 
changing environments be tackled?  
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 The current process of formulating EU legislation does not match the rate of 
technological progress. Therefore, obvious improvements may require years to be 
introduced. This will increasingly result in frictions between legislation and 
innovation. For example with the introduction of LED street lighting, directives based 
upon traditional techniques of lighting prevented the commercial introduction of this 
energy efficient and durable alternative. It took more than two years before this 
obvious improvement was made possible. 

 Apply “playground thinking”: create interference-free zones (innovation niches), 
where ideas can be tested and developed truly bottom-up free of control. Chose a 
theme and then test what kind of governance can work for it. An illustrative example 
for such approach are the “Startup Summer” (Finland) and the “Social Entrepreneurs 
– Have your Say”-event organised by the European Commission in 2014. 

Inter-governmental cooperation: re-establish trust, respect subsidiarity 

 Strengthen the Open Method of Coordination (OMC) as cooperation method 
between Member States which unfortunately remains embryonic in the EU. The 
success of the OMC approach is proven inter alia in the Eureka clusters, Eurostars. 
Member states come together out of their own will (ownership) with stakeholders to 
discuss concrete matters in an informal way, and develop possible solutions, which 
however are not immediately translated into hard law. Instead, trust is created, 
knowledge and best practises are exchanged and cooperation is forged. This approach 
is based on the concept of variable geometry which needs to be uplifted in the EU. 

 The OMC to be successful, it needs to also extend vertically, i.e. need to include more 
strongly business, citizens and other interest groups.  

 The EU needs to acknowledge that sometimes, problems manifest themselves locally 
and can best be solved there. Example: AirBnB in the Netherlands. The tensions are 
concentrated in the city of Amsterdam, therefore, a municipal regulation has been 
adopted addressing the issue exactly where it needs to be addressed. The same 
regulation may be too strict or otherwise inadequate for other cities. 

 The EU regulatory system needs to allow for grass-root societal initiatives to develop. 
Governments cannot control every aspect of life, and they should not. Regulations 
need to be carefully designed to not kill desirable societal initiatives which represent 
a form of self-organisation of societies to tackle challenges that the state cannot. 

Innovation planning & funding 

 

 The EU governance system, as many of the Member States, are action driven, not 
purpose driven. Adherence to procedure seems often more important than what 
actually ought to be achieved. Targets remain static rather than flexible to adapt to 
changing situations. In particular, regulation in complex contexts, such as a digital 
economy, needs to be smart, in that it sets less fixed rules than Key Performance 
Indicators (KPIs) and allows for self-organisation of the system. 

 Innovation programming & funding: The EU system does not sufficiently tolerate 
uncertainty, thus we fail to manage it. This is reflected also in EU policy programming: 
programmes are often very well defined, however stiff and not flexible enough to 
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change with changing environments or conditions. The purpose of programmes is 
mostly to fulfil set objectives but not to deliver on reality.  

 This is further exacerbated by the fact that Member States often require double-or 
even triple control on funding, etc. However, the European Commission needs to also 
take on board projects that contain uncertainty, and create playgrounds, and needs 
to focus less on future challenges that have not yet materialised, than on challenges 
faces right here right now. The European Innovation Council (EIC) should be 
conceptualised in this direction. 

 This problem can be seen in the EU structural funds. These remain extremely static; 
the European Commission imposes a wide range of obligations on Member States and 
does not allow at all for experimentation or even failure. The same is true with respect 
to Horizon 2020: the focus is too much on fulfilling obligations (set and inflexible 
objectives) rather than delivering on reality.  

 Interference with Member States competencies: EU funds should not focus so much on 
national/regional/local issues, which are best handled by the Member States 
themselves. They should focus on big projects that tackle common European problems.  

 Replace the “costs of non-Europe” concept with the “costs of losing opportunities”. 
The EU appears as sinking ship trying to arrange the deck chairs. The EU governance 
and regulatory system is not fast enough to make decisions quickly and especially, to 
allocate funding to make use of new opportunities.  

 Reform the ERAC (European Research Area Committee) system: The European 
Commission cannot deliver any proposals in the area of research & innovation without 
the OK from the ERAC; the advisory body should be run by independent persons from 
the legislators (Parliament and Council), and Commission control should be loosened. 
The ERAC works too much top-down, needs to be turned around. 

Financing, private equity & scale-up 

 Currently, 60% of global venture capital goes to the US and only 11% to the EU. Money 
always goes to where there is return. This also has to do with the tax treatment of equity 
in Europe: there needs to be a neutral tax treatment between equity and debt, for that 
start-ups need equity to scale up, not debt. Dividends need to be tax-deductible.  

 At the same time, the Single Market, in particular for the European financing sector, 
needs to be completed. Europe has 500 million citizens, but its market remains 
fragmented with Germany representing the largest (80 million). Financing cannot 
operate across the border given regulatory constraints. Whereas the European 
Commission has acknowledged this problem and is pushing for a solution, 
unfortunately Member states are blocking to close the gaps. 

 Money goes into innovation ecosystems: with some exceptions (Oxford-Cambridge-
London triangle), these are not yet strongly enough developed in the EU. Talents 
needs to much more ambitiously attracted and supported with regulatory 
experimentation freedom, resources and financing.  

Ownership, stewardship, leadership 
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 Instead of vertical control-type leadership, orchestration is necessary; instead of top-
down command and control, leadership troops should lead through complex 
environments. This requires decentralisation of powers and flattening of 
organisations, co-creation, self-organisation trust, experimentation and prototyping. 
Such troops should be constituted by all relevant actors: the Commission and Member 
States, business, research/academia, citizens.  

 In the EU, we are often hiding behind protocol and legalistic procedure. Key actors 
refuse to shift their positions, and undermine co-creation. This maintains ego-
systems rather than creating ecosystems. It is necessary to acknowledge that in the 
EU, like in every Member State, there are multiple agendas and interests that are not 
aligned and perhaps, there is even a distinct lack of intention to align them. 
Stewardship is therefore necessary to walk through the fault lines and overcome the 
blockages that hinder the system of becoming more agile.  

 Stewardship requires orchestration: parties and resources need to be brought 
together, and responsibilities channelled. However, alignment alone, without 
engagement, will not yield any results. Therefore, the blockages (fault lines) in the 
system need to be identified, clearly named, and unlocked. 

 Stewardship is also necessary to improve ownership. Just like many actors in the EU 
system hesitate to shift their positions, often they also dodge ownership. This is 
particularly true with respect to new emerging issues where responsibilities are not 
yet exactly allocated. Ownership dodging needs to be overcome. One solution can be 
to encourage actors to “take off their medals” and come together in flat 
organisational environments. Self-organisation can then help to unlock system 
blockages, channel responsibilities and increase trust. 

 Change 6-motn Council presidency rotation into at least 1-year presidencies. 

Complete the (digital) single market 

 Scalable markets are an important prerequisite for innovation in Europe. Yet a 
uniform regulatory framework is still lacking in many areas. The next step for the 
internal market however is conflicting with subsidiarity issues and the slow 
implementation of member states. Prioritising innovation means prioritising one 
internal market. Example: developing a driverless car requires uniform regulatory 
framework. Consequence: We are faced with an ever-increasing rate of technological 
developments but are not able to incorporate these developments in our system 
timely. Doing nothing will increasingly impede our innovative capabilities.   

 Completing the digital single market will also hugely depend on the (re-)integration 
of rural communities in the digital market. Bringing digital connectivity to rural areas 
today is as important as delivering electricity was 70 years ago.  

 

 

 


