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The future of cohesion policy 

Briefing note prepared by Iain Begg, European Institute, LSE 

 

Cohesion policy is a core activity of the EU and is now the biggest single item in the EU budget. It has 
evolved considerably over the years in both its content and coverage, most recently being substantially 
re-focused on the twelve Member States that acceded to the EU in 2004 and 2007. At the same time, 
the imperatives of responding to the challenges of globalisation and ensuring that the EU is equipped 
to compete in the knowledge economy sectors in which it ought to be most specialised have called for 
new thinking on economic governance. Innovation, especially, is identified as a vital ingredient in 
transforming the EU’s economic potential. These shifts in the goals facing economic governance call 
for new thinking on how to formulate and implement economic development policy, generally, while 
continuing to foster the catch-up of lagging regions and those that have lost staple industries. 

In addition to its traditional role in promoting real economy convergence by assisting less-favoured 
regions, cohesion policy has become an important instrument for advancing the Lisbon strategy. More 
recently, an acceleration of expenditure from the Structural Funds has been put forward as one means 
of countering the economic downturn. These multiple demands have exposed tensions of different 
sorts about what can realistically be achieved and raised concerns about possible confusion in the 
objectives of cohesion policy. Should the over-arching aims of the Lisbon strategy take precedence 
over economic, social and territorial cohesion? Does it lead to policy prescriptions that give too much 
weight to innovation strategies and not enough to the distinctive circumstances of individual regions? 
Are policy goals linked to equity being sacrificed on the altar of efficiency? And will pressures to 
counter climate change lead to still more being loaded on to cohesion policy? 

This briefing note discusses these and other issues, drawing extensively on the contributions to a 
recent ‘brainstorming’ workshop1 that brought together researchers involved in the DIME and EU-
CONSENT networks of excellence, and practitioners from DG Regio of the European Commission 
and other Directorates-General. The first section reviews how some of the processes behind innovation 
impinge on regional prospects, highlighting certain dilemmas that arise for policy-makers. The second 
section discusses policy issues, while a third distils some lessons for the future of cohesion policy. 

I  Innovation as a driver of regional development 

The Lisbon strategy stresses the importance of the knowledge-intensive economy as the way  forward 
for the EU in responding to global competition, and a possible corollary is that regional economic 
development should give priority to fostering innovation. While other determinants of regional growth 
plainly still matter, an implication of the ‘Lisbon’ philosophy is that competitive objectives should be 
highlighted, with policy tailored towards boosting the creation and diffusion of knowledge. However, 
innovation has to be seen from different perspectives depending on whether it is hard science, 
engineering or creativity that is at issue.  

An immediate difficulty in pushing for an innovation-based approach to assuring cohesion is that there 
are very big disparities in regional R&D and innovation indicators. Divergences in business R&D 
(BERD) are especially pronounced and show the least evidence of catch-up, and these hard facts have 
to be emphasised insofar as they affect the potential of different regions to benefit from such a policy 
approach. Most of the gaps between regions in the EU as a whole are explained statistically by 

                                                      
1 Held on the 12th of February 2009, in Brussels and generously hosted by the European Commission. Financial 
support from the DIME and EU-CONSENT networks of excellence, both funded under the 6th Framework 
Programme, is gratefully acknowledged. I am especially grateful to Dirk Ahner (Director-General, DG Regio) 
for chairing the workshop and for his support of the initiative. My thanks, too, to Qu Wan (Fraunhofer-ISI, 
Karlsruhe) and Marina Mastrostefano (DG Regio) for sharing their notes on the discussion at the workshop and 
to all the participants for their disciplined contributions. 



differences in R&D intensities and other indicators at the Member State level, although even where the 
Member State as a whole has either a good or a bad performance, there are individual NUTS II regions 
that stand out as relatively good performers. Equally, there is a long tail of regions with weak 
performance2. There is no clear division between either old and new Member States, or between the 
richer and poorer Member States in the catching-up process in the knowledge economy.  

Excellence as the guiding principle for innovation investment 
There is a persuasive case for public investment in science, technology development and innovation to 
be directed to where the returns are highest. In practice, this tends to mean a rather narrow subset of 
EU regions which have attributes that give them an advantage in conducting research and thus in 
securing the research funding. A first explanation for this narrowness3 is that the productivity of 
research is, simply, significantly higher in the favoured regions, with the result that they are not only 
better equipped to specialise in research, but also that there will tend to be cumulative causation as 
success breeds more success (and vice versa). The empirical work reported at the workshop shows that 
there is, indeed, a very skewed distribution of research productivity, with the highest levels attained in 
prosperous regions of richer EU-15 Member States and a clear North-South divide. These divisions 
are most acute for research that directly underpins regional competitiveness (including patenting), 
rather than pre-competitive, basic science. However, in the recently acceded Member States, there is 
growing evidence of a polarisation of research in capital regions, to the exclusion of other areas. 

A second explanation stems from analysis of networking among researchers4. Several factors help to 
explain patterns of networking, including geographical proximity, but also what might be called a 
knowledge gap in which the most advanced researchers collaborate most with similarly qualified 
peers. While there is evidence of a slow spread of contacts, the most intensive inter-actions are still 
amongst advanced regions. The upshot, again, is that these regional specialisations are likely to be 
self-perpetuating.  

Social embedding of innovation – systems of innovat ion 
A strong message from comparative work on systems of innovation is that the economies which enjoy 
the greatest success are those in which policies on innovation operate in a fertile socio-economic 
environment that encompasses other policies. This points towards a broad interpretation of socio-
economic ‘capabilities’ - to borrow a term used by Amartya Sen for individuals - as a means of 
analysing regional potential. Drawing on extensive cross-country comparative work, Jan Fagerberg5 
explained in his workshop presentation that there is a range of influences on innovation that correlate 
with growth, embracing not just different facets of ‘hard’ technical capacity, but assorted social and 
contextual variables. He stressed that the technical and social capabilities have to be combined for a 
successful system of innovation.  

In thinking about policy towards economic development, an important distinction has to be made 
between the science and technology driven forms of innovation, which are prone to be favoured in 
narrow definitions of regional innovation systems, and the broader definitions that encompass Doing, 
Using and Interacting (DUI)6. The key to a coherent approach is to have policies favouring creation of 
knowledge alongside those that foster exploitation of knowledge. Especially for relatively less 
developed regions, a focus on the latter may prove to be most beneficial. 

II  Policy issues 

These empirical findings raise a number of issues for cohesion policy and EU policy more generally. 
On the one hand, the gradual building up of networking in the European Research Area has benefits in 
                                                      
2 Presentation at the workshop by Reinhilde Veugelers and Indhira Santos, Bruegel 
3 Presentation by Attila Varga, Pecs University, at the workshop. 
4 Presentation by Koen Frenken, Utrecht University. 
5 TIK, University of Oslo; based on joint work with Martin Srholec 
6 Comments by Bjorn Asheim, Lund University 



connecting more regions and in reinforcing the collective European research effort. This should augur 
well for Lisbon strategy objectives. On the other hand, for regions that are poorly connected or that are 
unable to attain research productivity thresholds, there is a manifest entry barrier that could be inimical 
to long term development potential. In this regard, institution building is often highlighted as an 
important pre-condition for effective regional development and there is evidence of a kind of Catch-22 
in which regions with inadequate institutions and the most need for support in economic development 
can be the least fertile ground for its application7. 

Governance of cohesion policy 
Underlying much of the debate about cohesion policy is the unresolved matter of whether it is 
predominantly an allocative policy or a distributive one. This dichotomy, in turn, has been centre-stage 
in the review of the EU budget, currently in progress. On the whole, critics of cohesion policy portray 
it as distributive, even though the key principles of ‘programming’ and ‘additionality’ behind the 
policy are intended to reinforce its allocative role. A further complication is that cohesion in the sense 
of solidarity can be interpreted as a public good valued by EU citizens, even if it introduces market 
distortions. In practice, too, all policies are going to have allocative as well as distributive effects with 
the implication that a clean division between public goods and equity transfers cannot easily be made. 

There have been telling changes in the governance of cohesion policy in recent years, and their 
ramifications need further thought. Jean-Alain Heraud8, in his notes for the  workshop, argues that the 
inter-play between regional policy and competitiveness/innovation policy has clearly been modified 
with the emergence of the ERA and the Lisbon agenda. To adapt John Kennedy’s famous phrase, the 
issue is not so much what the EU can do for less competitive regions, but what cohesion policy can do 
for the EU. To a certain extent, regional policy has been instrumentalised by these other policy areas. 
This is not necessarily a problem if all the aspects of the cohesion goal implemented through the 
regional policy are still addressed, but the evident danger is that the core principles of solidarity that 
traditionally underpin cohesion could be lost9. At the heart of this debate is whether the Lisbon 
competitiveness goals are, in practice the other side of the same coin of economic development10, or 
whether there is more of a conflict than is sometimes acknowledged.  

That said, the role of cohesion policies in advancing convergence is valuable and is visible not just in 
indicators of regional GDP relativities, but also in improvements in the administration of economic 
development policies. However, there is a risk that placing too many demands on cohesion policy may 
weaken these influences on governance11. Certainly, as cohesion policy instruments (notably the 
Structural Funds) are called upon to target multiple goals, their effectiveness in tackling any specific 
goal may be diminished, while evaluating what works well will be problematic. Equally, there is a 
methodological difficulty in claiming, as some critics do, that regional policy has had disappointing 
results because its impact on real convergence is limited. Unless there is a convincing estimate of what 
would have happened in the absence of the policy support, the counterfactual is open to doubt. 

If a greater emphasis on institution building is accepted as a direction for cohesion policy, it raises the 
question of how to proceed. Two distinct approaches could be envisaged. First, conditionality might 
be used to encourage administrative and policy reforms that overcome institutional rigidities or the 
possibility that policy-makers are ‘captured’ by local interests, weakening the impact of policy 
interventions. There is some evidence that previous cycles of cohesion policy have been helpful in this 
regard in putting forward a model for economic development policy, although enforcement of 
conditions has perhaps been relatively limited.  A second approach would be to enhance the potential 
for policy learning as a governance mechanisms. Indeed, whether in an innovation-based policy or in 

                                                      
7 Comments from Peter Berkowitz, DG Regio 
8 BETA, Université Louis Pasteur, Strasbourg 
9 Presentation by Iain Begg, European Institute, London School of Economics 
10 Comments from Eric von Breska, DG Regio 
11 Comments from Sarantis Lolos, Panteion University, Athens 



institution building, learning is crucial, prompting the question of whether more effort in cohesion 
policy should be devoted to policy learning. In this respect, tricks might be learned from other EU 
policy domains in which the open method of co-ordination is the core policy methodology. 

Space-based or space-blind policies 
The essence of regional policy is that it should apply to some areas of an economy and not to others, 
and part of the tension around the debate on the role of innovation in fostering economic development 
is whether policy interventions should have explicit spatial dimensions. Equally, no policy 
intervention with economic development effects can ever be entirely space-blind12 given that any 
public investment will have an impact on economic activity in the locality where it is implemented. 
For this reason, there will always be disputes about the extent to which a spatial dimension should be 
factored into public investment decisions. The compatibility of diverse forms of policy intervention 
and of the different EU processes also deserves attention. It may be that the rhetoric of cohesion policy 
– highlighting competitiveness and Lisbon aims - is belied in practice, and an open question remains 
about whether the underlying logic of cohesion policy remains one of ‘compensation’ or ‘side-
payment’, or one of ‘competitive regions’13.  

A further issue that arises, notably in the context of the review of the EU budget, is subsidiarity. While 
a reasonably strong case can be made for EU funding of regional policy aimed at lagging Member 
States, the rationale for EU support for less competitive regions in richer Member States is less 
compelling. Some suggest that future cohesion policy should be limited to Member States below a 
given threshold of prosperity, but there are also concerns from a political economy perspective that 
such an approach would detract from the legitimacy of having an EU policy at all. There is no easy 
answer to this dilemma.. 

Jean-Alain Heraud also poses the question of whether the policy problem ought to be looked at from 
the other end of the telescope: should ERA and Lisbon policies not be expected to contribute to 
cohesion objectives? How can creativity and entrepreneurship be boosted so as to connect more 
regions to the knowledge economy? In both respects the multi-level nature of governance of economic 
development policies has to be taken into account.  

III  Lessons for the future of cohesion 

Cohesion policy will not be able to stand still and will have to accommodate new demands that can be 
expected to include contributing to the EU responses to climate change. It also has to be sensitive to 
the competing imperatives of excellence in the disbursement of funding for research and the nurturing 
of absorptive capacity. The potential pitfalls of a one-size-fits-all framework for cohesion policy were 
repeatedly stressed during the workshop, with a number of implications14. A first is that very diverse 
trajectories of development can succeed, while a second is the corollary of the first, namely that what 
works in one setting may not do so well in another. The fact that innovation indicators exhibit greater 
disparities than GDP per head prompts the question of whether innovation should be seen as a vital 
ingredient in economic development and thus a necessary condition, or merely a sufficient one for 
progressing further. It follows from these – possibly self-evident – observations that the policy model 
as well as the policy instruments used, have to be configured with care. 

It is also important for policy-makers to look beyond the knowledge economy and to identify how an 
emphasis on innovation translates into new enterprise creation. A possible orientation for policy is to 
promote new nodes for networks that will allow for some trickle-down effects, possibly by enhancing 
the mobility of researchers, though the workshop discussion exposed doubts about whether return 
migration was likely to be a promising channel. Absorption capacity is likely to be critical, as just 

                                                      
12 Emphasised, notably, by Nicola de Michelis in his comments at the workshop 
13 Contribution of Lubomir Lizal to the concluding panel discussion, ably chaired by Natilja Kazlauskiene, 
Director for policy development in DG Regio 
14 For example, in comments from Mikel Landabaso, DG Regio 



implanting R&D without paying heed to the wider socio-economic context is unlikely to bear much 
fruit. Universities, in particular can play a key role in promoting an innovative culture among SMEs. 

Complementary and flanking policies also matter. They call for a broad look at the factors that 
influence growth and the translation of innovation into stronger regional competitiveness. A specific 
consideration is how entrepreneurship enters the equation and how entrepreneurs are supported15. The 
contribution of SMEs comes from new starts, but often more substantially, from the growth of SMEs 
that survive their creation to expand, and there are marked regional differences in the entrepreneurship 
that derive from the attributes of both the individuals and the regions where they establish themselves. 
Regional policy-makers therefore have to recognise what draw indigenous entrepreneurs back to home 
regions and the channels through which they can find business opportunities, such as sub-contracting 
and out-sourcing.  

A general lesson is that not all innovation flows from research, but not all catch-up depends on 
innovation, so that there is a danger in concentrating too much policy effort on a misconceived, overly 
narrow view of the role of innovation in economic development policies. It may, however, make sense 
to adopt a growth-focused innovation policy to meet the EU competitiveness aims of the Lisbon 
strategy, but to complement it with a cohesion-focused innovation policy that prioritises the 
development of target regions. Networking is of particular importance in this regard, suggesting that a 
cohesion dimension needs to be more prominent in the Framework Programmes, and that Enterprise 
policies should be better integrated with cohesion. 

If climate change is ‘mainstreamed’ across EU economic governance processes and policy areas, it 
will require some thought on how cohesion policy contributes. A critical challenge will be to break the 
close correlation between economic development and carbon emissions. Major transport infrastructure 
projects, especially, will face greater scrutiny and it is likely that carbon intensity will become a 
criterion for project appraisal. Energy and carbon intensity do, though, have to be distinguished, a 
point stressed by David Ellison16 during the panel discussion at the workshop. For future policy, the 
focus ought to be on greenhouse gas intensity, not energy per se. Significant energy (and carbon) 
savings can also be obtained from investment in new or re-conditioned buildings, as well as alternative 
energy sources. Here again, an excellence versus equity clash could arise if not all regions are eligible 
for major projects such as demonstration of carbon capture and sequestration technologies. 

Behind these questions about governance and focus are unresolved issues about the more overtly 
political function of cohesion policy, especially in legitimating the EU for Member States that have 
had to struggle to adapt to the demands of the acquis communautaire17. Manifestly, it is a policy 
domain that, both now and in the future, faces difficult choices in reconciling the competing demands 
on it. 

                                                      
15 Comments from Niels Bosma Utrecht 
16 Institute of World Economics, Budapest 
17 Contribution of Ricardo Mamede to the concluding panel discussion 


