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A window of opportunity for influencing Eu-
ropean research and innovation policy

There is fresh thinking in European research and inno-
vation policy. The brand-new report, “The Future of Eu-
ropean Competitiveness”’, prepared by economist
Mario Draghi, has highlighted this policy area as crucial
for the continent's competitiveness. European Com-
mission President Ursula von der Leyen has already
stated that the report will influence the new Commis-
sion. This gives Denmark a window of political influ-
ence on Europe's future, as the EU’s next framework
program for research and innovation will be negoti-
ated during Denmark’s EU presidency in the second
half of 2025.

Few thinks of European research and innovation policy as
a core Danish interest. But it is. This policy area is essential
for Europe's competitiveness. It is also an area where Den-
mark speaks with authority because we are at the forefront
when looking at indicators, relatively speaking. This in-
cludes the European Innovation Scoreboard, where we
rank first for the second consecutive year?. Even in absolute
terms, we have a weight that exceeds our self-image as a
small country. We have more top-tier publications than
larger countries like Poland, Austria, Portugal, and Bel-
gium? and Denmark accounts for 7 pct. of the global bio-
technology market.* We owe it to ourselves and Europe to
engage in the European debate on research and innovation
policy, and with a Danish EU presidency in the second half
of 2025, the timing could not be better.

What is happening in Europe?

A central debate in Brussels concerns what should drive in-
vestments in research and innovation. Should research and
innovation be justified in their own right, where invest-
ments are made according to the so-called excellence prin-
ciple? This means that funds are allocated to projects
where scientific quality is assessed as the best. Opposed to
this principle are two other possible criteria: the widening
principle and strategic autonomy. Under the widening
principle, funds are allocated to strengthen capacity in
countries that do not have strong research and innovation
environments, while strategic autonomy involves investing
in areas where Europe is deemed to have a strategic need
to build and develop capacity. This could include industries
such as space and defense.
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The Draghi report discusses the interplay between these
three investment principles and how each can support Eu-
ropean competitiveness. For instance, the report finds it
necessary to elevate scientific quality in Europe and, on
that basis, recommends doubling the budget for the Euro-
pean Research Council (ERC). From DFIR’s perspective, it is
crucial to maintain focus and resources on developing fun-
damental research based on the excellence principle. Euro-
pean competition has exceptionally supported this type of
research through initiatives such as ERC and Marie
Sktodowska-Curie Actions. Conversely, European instru-
ments have not been as successful in supporting the other
investment principles.

Another topic being discussed in the European capital is
Europe’'s ability to attract talent. Europe’s competitiveness
is suffering from a shortage of people with the right quali-
fications, calling for ambitious strategies in education and
upskilling. In research, geopolitical shifts have made it
more challenging to attract research talent, particularly
from China. From DFIR's viewpoint, it is crucial that the EU
develops relationships with new regions to support talent
attraction. For Denmark, it is not enough for international
cooperation to only occur within a European framework.
Europe should aim to become as attractive a destination
for talent as the U.S.

We can also expect an intense debate on the level of Euro-
pean investments in research and innovation policy. In the
EU, 2.11 pct. of GDP is spent on research and innovation,
compared to 3.6 pct. in the U.S,, 3.4 pct. in Japan, and 2.6
pct. in China. European investments represent a declining
share of global investments (see Figure 1). Europe faces a
unique challenge in increasing and diversifying invest-
ments from the private sector. The Draghi report highlights
the stability of European companies' investments in re-
search and innovation, which is not the case in the U.S. or
China, where new companies, particularly in the digital sec-
tor, have grown rapidly and become those with the largest
research and innovation budgets. The American and Chi-
nese dynamism in private investments suggests that re-
search is conducted where marginal utility is greatest, not
where there is a tradition of large research budgets, as in
the European automotive industry. The Draghi report rec-
ommends doubling the budget for the next European
framework program to 200 billion euros.



In addition to common European funding, there is also a
need to discuss national investments. Several EU countries
invest less than 1 pct. of GDP in research and development.

Figure 1 Investments in research and development as part
of GDP.
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Thus, they are still far from fulfilling the Lisbon target set in
2009, where a common goal was set to invest 3 pct. of GDP
in research and innovation. This target must now be con-
sidered unambitious in light of the global competitive sit-
uation. One possibility could be to work towards binding
targets for research and innovation investments. This
would be a significant break with tradition but would also
be in Denmark's interest.

Finally, we will see a debate about the weaknesses of the
European framework program for research and innovation.
The Draghi report calls it "excessively difficult" to receive
funds from European programs due to administrative bur-
dens. There are also challenges in realizing the potential of
public-private partnerships, and the framework program is
criticized for spreading funds too thinly across too many
themes and priorities.

From Draghi to DFIR: What should Denmark do?

However, there are also challenges in Denmark'’s research
and innovation system in its interaction with the EU level.
From DFIR's perspective, there are three key challenges
that call for national adaptation, which could place Danish
institutions and companies in an even better position in re-
lation to European cooperation. For public research envi-
ronments, the issue is that the EU's overhead is not com-
petitive. Overhead is a technical term for additional funds
that cover indirect costs like rent, utilities, and administra-
tive support. The background to this challenge is that the
Danish balance between basic funds and competitive funds
has shifted, so Danish environments today receive far more
competitive funds than before. This means they have fewer
opportunities to co-finance grants from various sources.

One solution could be for the Danish state to co-finance
some of the indirect costs, as described in DFIRbrief #46°.
This is a model introduced in Norway under the name Re-
tur-EU scheme.

Another challenge concerns the Danish business sector's
participation in European programs. It is insufficient com-
pared to comparable countries. This applies to SME partic-
ipation in standalone projects and large companies' partic-
ipation in programs like the EU's Innovation Fund. It will
require continued attention to raise awareness within Dan-
ish businesses about European collaboration opportuni-
ties.

Finally, Denmark has a systemic challenge where, over sev-
eral years, there has been an offset from Danish returns
that exceed Denmark's calculated contribution to the EU's
research programs. See DFIRbrief #46 for a detailed de-
scription. If this offset is stopped, we will exceed the Danish
1 pct. target that has been a consensus for many years. If
we continue to be as successful in the EU's programs as
before, we can expect to increase the national research
budget by about DKK 400 million annually.
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