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The policy brief explores the concept of eco-innovation and the way it is understood in EU policy making.
It describes the link between eco-innovation, the circular economy and resource efficiency. The policy
brief also makes an overview of the EU strategic documents addressing the topic of eco-innovation as
well as other resources such as platforms and indicators. The brief focuses on several horizontal
challenges for regions with regards to eco-innovation and explains the way Interreg Europe projects
contribute to stimulating eco-innovation. Finally, it features several good practices on eco-efficiency and
provides a set of recommendations for regions and Managing Authorities.

There is a general recognition that production-consumption trends are putting excessive and
unsustainable strain on the environment. Resource input costs are becoming volatile. EU policymakers
are therefore eager to promote eco-innovation.

Eco-innovation has a broad scope. It is a response to a range of societal challenges (climate change,
resource-intensive production, pollution, etc.) but there is also a strong business case for eco-
innovation?.

According to the (2011) Eco-Innovation Action
Plan (EcoAP)?, eco-innovation is ‘any form of
innovation resulting in or aiming at significant
and demonstrable progress towards the goal of
sustainable development, through reducing
impacts on the environment, enhancing
resilience to environmental pressures, or
achieving a more efficient and responsible use
of natural resources’. Eco-innovation may be
technological or non-technological.

CIRCULAR

More recently, the goal of creating a circular ECONOMY

economy has come to prominence as a
systemic response to environmental
constraints. According to the Eco-Innovation
Observatory (2018), ‘Eco-innovation is the
change implemented to achieve the aims of the -

. , ONSUMPTION
EU Circular Economy agenda’. The USE peyse rePP®
overarching idea is to ‘decouple’ growth from
resource use, thereby protecting the
environment, reducing pollution, reducing

business costs and developing our economies. Source: Graphic based on ‘COM(2015) 614 final

\ONSRECYCLyp,

£
w
H
Zz
%

<
<C
A
&P

&9

As the word cloud on the cover page indicates, eco-innovation is one of a family of terms that refer to
the multi-facetted search to reconcile growth with environmental limitations. Over the past decade or
so, international institutions and prominent entrepreneurs have embraced this agenda. The OECD
Green Growth Knowledge Platform?, established in 2012, offers a wealth of information on a wide range

1UNEP
2 https://ec.europa.eu/environment/ecoap/_en
3 http://www.greengrowthknowledge.org/about-us



https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52011DC0899
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52011DC0899
https://ec.europa.eu/environment/ecoap/_en
http://www.greengrowthknowledge.org/about-us

of eco-innovation topics, including dozens of projects. In 2014 the UN’s Environment Programme
published ‘The Business Case for Eco-Innovation™, which it followed up with Implementation Manuals.
An interesting takeaway from this work is the high-growth potential of eco-innovative enterprises.

A wide range of policy instruments are today being deployed by governments to stimulate eco-
innovation, including regulation, tax incentives (at EU and national level) and supporting eco-innovation
in SMEs and through a range of partnerships at regional level.

Eco-innovation became a major policy goal with the Lisbon Treaty and the 2006 Environmental
Technologies Action Plan (ETAP®). The EC has since progressively intensified its support to eco-
innovation, which today cuts across the activities of several Directorates General (DGs) and is being
mainstreamed in their main programmes and initiatives. ETAP draws the attention to the mechanism of
Technology Platforms and Environmental Technology Verification (ETV), which validates the
environmental merits of a technology using an objective methodology.

Several years later, the European Union reconfirmed its commitment in promoting innovation by
adopting the Innovation Union Flagship Initiative in 2010 as one of the flagship initiatives of the
European Union within the Europe 2020 Strategy. It addresses societal challenges related to clean
energy, green transport and resource efficiency. This initiative generated the Eco-innovation Action
Plan® (EcoAP) in 2011, which supports a number of key concrete actions:

e Environment policy and regulation for promoting eco-innovation (e.g. REACH);

o Demonstration projects and partnerships for eco-innovation (Horizon 2020);

e Standards and performance targets for key goods, processes and services to reduce
their environmental footprint;

e Finance and support services for SMEs (ETAP and Cohesion Policy);

e International cooperation;

e European Innovation Partnerships (Water Efficient Europe).

EcoAP is supported by a dedicated internet platform, the Eco-innovation Action Plan Community
Platform. This platform is a useful one-stop shop for the EcOAP Community, including policy-makers
on different governance levels, Member State representatives, the business sector, researchers
and civil society. It also includes country reports, information on policy and funding instruments, a
number of eco-innovation and circular economy indicators, etc.

In parallel, in 2011 the European Commission adopted the Resource Efficient Europe Flagship Initiative
which was at the origin of the Roadmap for a Resource Efficient Europe shaping EU’s strategic
framework in resource efficiency. Among others, they both call for changing consumption behaviour
and production patterns as well as turning waste into resource. They also underline the role of natural
capital and ecosystem services, a common topic within the Interreg Europe projects.

An important strand of EU policy stimulating innovation has been the development of Green Public
Procurement (GPP). The goal is to harness some of the EUR 2 trillion of annual local government
spending to support eco-innovation. Further information can be found on the DG Environment
webpages’. In Part Il below, which focuses on Interreg Europe’s own projects, you will find an example
of an Interreg Europe good practice in this area.
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As the eco-innovation agenda has progressed, EU policymakers have realised that local and
sectoral eco-innovation will not be enough®. So, the idea of a systemic approach?® to eco-innovation
has been gaining ground. Systemic refers to the need to consider entire value chains, to look at waste
as an output but also an input for a new industry (symbiosis), in short, this recently emerging vision is
of a circular economy. In 2015 the EC published its Circular Economy Package and Action Plan?°
with new legislation on raw materials, plastics, water reuse, eco-design, food waste, packaging (e.g.:
the Extended Producer Responsibility (EPR)).

Because of its solid policy backing eco-innovation has been well integrated into the EC funding
mechanisms.

One part of Horizon 2020 (2014-2020) (Directorate General Research and Directorate General
Grow) is structured around 7 societal challenges (several of which are relevant for eco-innovation), and
a number of cross-cutting Focus Areas, including Circular Economy. This can be seen as an
increasingly directional approach to innovation support and Horizon 2020 has and is providing
considerable support for eco-innovation related activities, especially under the work programmes for
2018, 2019 and 2020. With regards to Horizon 2020 we need to mention the work of the European
Institute of Innovation and Technology (EIT) managing the Knowledge and Innovation Communities
(KICs). KICs relevant to eco-innovation include the EIT Climate-KIC, the EIT InnoEnergy and EIT Raw
Materials. H2020 has an eco-innovation Twitter webpage: https://twitter.com/EU ecoinno

LIFE programme supports eco-innovation under its environment and resource efficiency strand
covering areas like reducing waste and using natural resources more efficiently, preventing pollution,
managing waste water, rivers, seas and coasts, and improving the urban environment.

Directorate General Regional and Urban Policy & Directorate General Employment, through the
2014-2020 European Structural and Investment Funds (ESIF, including ERDF) support eco-
innovation under Thematic Objective (TO) 1 on research and innovation but also TO 3 on SME
competitiveness and TO6 on environment and resource efficiency. ERDF supports the development of
regional innovation ecosystems and regional smart specialisation strategies, which may be constructed
around green technology.

= For funding opportunities, create your own word cloud for the search words and check
the EC’s search tool

= The European Resource Efficiency Knowledge Centre (EREK) is a recent initiative of the
European Commission dedicated to resource efficiency (a concept closely related to eco-
innovation) aiming to help European companies, especially SMEs, save energy, material and
water costs. EREK provides tools, information and business opportunities demonstrating new
and better ways to be resource efficient and benefit from circular economy business models
which turn waste into assets.

8 Systemic Eco-Innovation, EU 2014.
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Looking to the future, the EU spending programme for the next budgetary period is currently being
discussed.

The current draft proposals give the eco-innovation/circular economy/decoupling agenda even greater
support and an even larger share of the funding under the main programmes such as Horizon Europe.
Horizon Europe will have 3 Pillars, including ‘Global Challenges and Industrial Competitiveness’, which
is earmarked to receive EUR 52.7 billion, over half the total research and innovation budget. The new
programme will emphasise the mission-oriented policy support meaning setting precise goals and
aiming to achieve them through funding research. Many of the missions (replacing the current societal
challenges) will have an eco-innovation/circular economy dimension.

Regional Development and Cohesion is going in the same direction. A significant share of European
Regional Development Fund and Cohesion Fund investments will go towards innovation, support to
small businesses, digital technologies and industrial modernisation. It will also go to the shift towards a
low-carbon, circular economy and the fight against climate change!!. In addition, the post-2020 period
has been analysed in one of the platform’s articles on Environment in the post-2020 Cohesion paolicy.

The LIFE+ programme has been a major source for funding for eco-innovation. In the upcoming
programming period after 2021 the Commission intends to allocate EUR 5.450 billion to projects
supporting the environment and climate action which is an increase by EUR 1.950 billion. This funding
is split as follows: Nature and biodiversity (EUR 2.150 billion); Circular economy and quality of life (EUR
1.350 billion); Climate change mitigation and adaptation (EUR 0.950 billion); Clean energy transition
(EUR 1 billion).

There are many examples of regional eco-innovation projects, supported under all the above EU
programmes over recent years. These projects also take place in the regions. For example, EASME,
the EC’s Executive Agency for SMEs, has funded several interesting projects'? focusing on regional
and city level and has a data hub rich with eco-innovation project stories and ideas?3.

At the same time, regions face multiple challenges for implementation of eco-innovation in practice and
additional efforts are needed. The role of the regions is to create policies and adopt measures which
overcome these barriers and turn them into drivers. We chose to focus on several horizontal challenges
relevant to the regional level of governance.

Practice has demonstrated that regions, especially in bigger Member States, are the right governance
level to provide support to companies and organisations for adopting eco-innovative solutions. This is
because regions dispose of significant budgets — both own budget and ESIF. They are also close to the
SMEs and can impact the company ecosystem in an efficient manner. However, many regions do not
possess the drive, the political commitment or the resources to provide this support. This is due to many
reasons including eco-innovation not being high on the national agenda, insufficient regional budgets,
competing priorities, insufficient human resources in the regional administrations, etc. Even though a
multitude of tools have been developed and are freely available, hands-on, proximity support is hard to

1 https://ec.europa.eu/regional_policy/en/newsroom/news/2018/05/29-05-2018-regional-development-and-cohesion-policy-
2021-2027
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replace. Lack of innovative funding schemes (including regional ones) is also a bottleneck for
companies, especially SMEs.

Eco-innovative solutions for companies are often complex and also technology- and knowledge-
intensive. While big companies may afford the investments in human resource related to eco-
innovation, SMEs need access to competent solutions. Regional authorities are often short of skills and
know-how for adopting eco-innovative solutions or for stimulating SMEs in adopting these. For example,
Green Public Procurement (GPP) is a complex organisational approach which needs legal basis,
knowledgeable public servants, a market for green products, etc. The Policy Learning Platform
published a Policy brief on Green Public Procurement in May, 2018.

Eco-innovation benefits enormously from close collaboration between relevant actors on regional level
such as regional policy makers, research institutions located in the region, the regional representations
of national business associations, clusters, industrial symbiosis synergies, etc. Insufficient collaboration
between these actors is a common weakness hampering eco-innovations. Lack of sufficient
collaboration is due to different institutional agendas, lack of regional leadership, etc.

Companies which are in a good position to engage in eco-innovation face a situation where there is
uncertain demand for products and services which are eco-innovative, being more energy and material
efficient and which are with an extended life, reusable and easily repairable due to improved design.
The uncertain demand might be due to low awareness among consumers as well as insufficient demand
from public buyers. This challenge is relevant to the regional governance level because of the leverage
the regions can have on demand of goods and services through awareness raising and through Green
Public Procurement.

We provide a list of Interreg Europe projects because several are working on eco-innovation and have
relevant experiences to exchange. Interregional learning is a practical vector for spreading the adoption
of good practice in all Europe’s regions. Projects involve the development of action plans for transfer
and mainstreaming, taking into account barriers and opportunities.

The Interreg Europe programme is currently supporting a number of eco-innovation related projects,
mainly under its Environment and Resource Efficiency Topic.

CESME (2016 — 2020) and CircE (2017 — 2021) explore how best regional and local authorities and
business development agencies can design support packages to assist SMEs to enter the circular
economy.

SYMBI (2016 — 2020) and TRIS (2016 — 2020) have a clear focus on industrial symbiosis as an
opportunity for more sustainable regional company ecosystems. Industrial symbiosis is the use by one
company or sector of by-products, including energy, water, logistics and materials, from another. Simple
examples include the use of food waste from the catering sector to feed farm animals, or the use of
non-toxic industrial waste to produce energy through incineration4,
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RETRACE (2016 — 2020) is promoting the systemic design approach (SDA). The SDA creates a set
of relationships in which a system output (waste) becomes the input for another one in order to obtain
zero emissions (waste). Besides a link to industrial symbiosis (industrial system design) RETRACE also
explores how eco-innovation can improve product design, to reduce the weight of products, extend their
life or make them easier to reuse and recycle.

BIOREGIO (2017 — 2021) addresses the bio-based circular economy. It explores regional capacities
(knowledge gaps) and the recycling of biomaterials. The project has a particular focus on the sharing
of technological know-how between partners.

The EC is promoting the use of Green Public Procurement to increase the uptake of eco-innovative
solutions by creating a more stable demand for sustainable products. GPP plays an important part in
several Interreg Europe projects, including GPP4Growth, CircPro and GPP-STREAM.

Different and innovative aspects of waste management are tackled in four projects: INTHERWASTE
(waste management in European Heritage Cities), COCOON (policy instruments for landfilling),
ECOWASTE4FOOD (eco-innovation for food waste reduction), WIN-POL (intelligent systems for waste
management), CONDEREFF (focus on construction and demolition waste).

Many of these projects have already identified good practices in eco-innovation. Three examples of
Good Practices originating from Interreg Europe projects are showcased in more detail below. The first
good practice comes from the Programme Topic Research and Innovation demonstrating that eco-
innovation is addressed both under Thematic Objective 1 and Thematic Objective 6.
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PART Il - WHAT COULD REGIONS DO NEXT?

Regions are in the position to influence significantly a shift to the circular economy and eco-innovation
is a powerful tool for that:

Regions can only focus on addressing those of the barriers to introducing eco-innovations
which are within their remits and means. These include tackling behavioural lock-ins through
communication and awareness raising and the Edinburgh Remakery Good Practice is a
positive example in this regard); improving SME knowledge of eco-innovation potentials; and
providing targeted funding support for eco-innovation.

The regions can improve the institutional framework (innovation ecosystems) for
stimulating eco-innovation on regional level. This could be done in collaboration with other
regional and local actors from business and research. Support for eco-innovation should be
tailored and innovative. It should deploy a set of tested instruments and approaches. A number
of examples exist in the Interreg Europe projects. (see the Good Practice “Collaboration arena
“Business models and arenas for sustainable system solutions”)

Regions can facilitate the uptake of specific eco-innovative systemic solutions such as
Industrial Symbiosis. As Industrial Symbiosis is territory-specific regional and local authorities
are best placed to stimulate its uptake through networking, funding, identifying waste flows, etc.
(see SYMBI, TRIS and RETRACE projects and the Policy brief on Industrial Symbiosis)

Measuring the regional eco-innovation performance is important in terms of driving the regions
ambitions and benchmarking them against other regions. While national level indicators are
used for the purposes of the Eco-innovation Index, regions could explore if some of the
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indicators are already used (or could be used) on a regional level to inform the regional level
policy making. (see Eco-Innovation Observatory and Eco-Innovation Index)

= Regions are in the position to create local stakeholder networks and partnerships for eco-
innovation to explore possibilities for coordinated action. Networks are beneficial for SMEs and
increase the mutual learning potential. It is possible to set up collaborative fora for eco-
innovation, where these do not yet exist, including PPP, clusters, stakeholder networks or
‘Arenas’ as described in Interreg Europe‘s ‘SUPER’ project showcased above. The potential
for engagement with more directional and mission-oriented EU policies may depend on the
scale and degree of collaborative organization. (see the Good Practice “Collaboration arena
“Business models and arenas for sustainable system solutions”)

= Some regional and local authorities may lack experience in Green Public Procurement (GPP).
We refer such authorities to the GPP4Growth Interreg Europe project as one way to introduce
green public procurement. Given the overall scale of public procurement in Europe, such
measures have considerable potential to boost the eco-innovation market, providing
entrepreneurs with demand security. Similarly, and potentially within the remit of regional
authorities, consumer awareness raising is also a useful vector for stimulating demand.

= Eco-Innovation Observatory (2018), Case studies and policy lessons from EU Member States
for a product policy framework that contributes to a circular economy

= Eco-innovation Observatory, 2019 Eco-Innovate! A guide to eco-innovation for SMEs and
business coaches

= EIB (2018), The EIB Circular Economy Guide, Supporting the Circular Transition

= Resources under the Eco-Innovation Observatory

= Resources under the EU page on eco-innovation

= Resources under the European Resource Efficiency Knowledge Centre

= UN Manual on Eco-innovation

Cover photo credits: photo by Radowan Nakif Rehan on Unsplash
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