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Preface

This dissertation is about state interventions intended to promote innovation in 

SMEs. Coming from a working class family, I was always a strong supporter of state 

intervention to create opportunities for all citizens to get an education and succeed 

as a worker or an entrepreneur. 

My father was born two years before World War II and, mainly due to those circum-

stances, only completed five years of primary school education. He worked as an 

unskilled laborer in a bakery from the age of twelve. Later he was employed as a 

miner, which he disliked, and had to take great risks to get out of the mine and pursue 

a different career as a truck driver. My mother did go to college, where she performed 

well, but was pulled out when her younger brother reached the age to go to college. 

My grandfather, an ex-miner on benefit because of severe silicosis, did not have the 

means to support more than one child in college and chose to give that opportunity 

to the boy, as was common in those days. 

While my brother and I attended primary school, our government implemented a law 

promoting that every child could pursue higher education, which we did. We both 

got a university degree and could aspire upwards mobility on that basis, thanks to 

government intervention.

From this background, supporting government intervention in social and economic 

areas was a form of decency and civilization, in my opinion. I had little tolerance for 

people criticizing government interventions on the basis of lack of effectiveness or 

efficiency, which I interpreted as lack of support for the policy goals, motivated by 

class egoism.

Then I had my first working experience, self-employed, supporting entrepreneurs 

who had to deal with labor laws aimed at protecting the health and well-being of la-

borers. It was a shock to me. Trying to help them comply, I discovered that at the time 

there were more than 1200 regulations, laid down in 37 different laws, which could 

be applicable to their businesses. Many of those included references to other, even 

more extensive regulation. It took me days of study to answer even simple questions 

about what the policy makers wanted from those entrepreneurs. The regulation was 

not transparent, on several issues internally inconsistent or inconsistent with other, 

for instance environmental regulation, often inconsistent with European regulations 

and also often not implemented in practice. Not only the vast amount of national and 



European regulation had to be taken into account, but also the enforcement practices 

and the national and European jurisdiction. 

I started to see that entrepreneurs could have a legitimate point when they opposed 

certain state interventions in certain areas on the basis of meager scores on effective-

ness or efficiency. I even developed some embarrassment about my former dogmatic 

position on such issues. 

From then on, I saw it as a special responsibility for those advocating such interven-

tions, to monitor the quality of these arrangements, to have an open mind to issues of 

effectiveness and efficiency, to look beyond stated goals of an intervention to their 

practical implications in the field. This dissertation is the result of that mission. 
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Overview

“You are at the start of an innovation process, where you have ideas about how the product 

will eventually be, but the moment you proceed and you are, for instance, five weeks into it, 

then you have gathered so much information that you think, well, let’s see, then we must not 

take the left turn at this point, but a right turn. Then you are already basically destroying your 

project plan.”

CEO The Mushroom Machinery

This study is about the subsidized innovation in SMEs. There are arrangements avail-

able for entrepreneurs, aimed at promoting innovation through subsidies. Innovative 

entrepreneurship can benefit from these, but there might also be a downside. Could 

participating in a subsidy arrangement reduce the entrepreneurial flexibility in the in-

novation process? As the quote above this paragraph illustrates, innovation processes 

are difficult to forecast and changing direction is often a necessity to achieve results. 

Most subsidy arrangements, however, rely heavily on forecasting. This means that in 

the subsidy application, the entrepreneur has to predict which activities will be neces-

sary to get the job done, and what costs will be made in every step. Subsequently, if 

the application is successful, the subsidized party has to produce progress reports, 

which are monitored by the subsidizing party. Sticking to the original plan might be 

the only way to receive the subsidy that was granted, even if circumstances would 

justify another course of action to successfully complete the innovation effort. This 

approach to subsidizing innovation raises some questions. On effectiveness: while 

the innovation process unfolds, is he or she allowed to deviate from the initial plan or 

will this result in losing part or all of the granted subsidy? If not: how would this ef-

fect the innovative success of the subsidized entrepreneur? On efficiency: how much 

entrepreneurial effort would be involved in producing an application, setting up an 

accounting and reporting system and doing progress reports? A scan of scientific 

literature on these topics revealed that there are hardly any studies of the experi-

ences ‘on the ground’ of entrepreneurs participating in subsidy arrangements aimed 

at promoting innovation. 

The arrangement studied in this dissertation is the Dutch OP Zuid arrangement, 

which is funded out of the European Regional Development Fund (ERDF). The lessons 

learned and the intervention designed are also applicable for other subsidy arrange-

ment that have the same characteristics with regard to the role of forecasting, and 

the accounting and reporting regime involved. 

These are the research questions that will be addressed in this study.



1.  What are the experiences ‘on the ground’ of entrepreneurs participating in an ERDF 

subsidy program? 

Is it easy to get access to the subsidy program? Is there lots of red tape involved? 

What stages in the subsidizing process can be recognized from the viewpoint of the 

participating entrepreneurs? Does engaging this subsidizing party in the process 

inhibit the flexibility of the innovating entrepreneur? 

2. Which other parties are involved and how do they interact?

Which internal and external parties might become involved in the different stages of 

the subsidizing process on the side of the innovating entrepreneur? Which on the side 

of the subsidizing agency? 

3. How do all parties evaluate the subsidizing process and what suggestions would they 

have to improve the effectiveness or the efficiency of this state intervention?

The possible clash between entrepreneurial flexibility needs on the one hand and 

the need of transparency, control and accountability of the executing agency is one 

of the issues that will be addressed. Also, other issues on the effectiveness and ef-

ficiency of the subsidizing process might emerge. 

4. Which hurdles in the subsidizing process can be identified and how could they be fixed? 

Hurdles that can be identified can come directly from the evaluations from the par-

ticipants or from reflecting upon them and further literature study on the themes 

that might emerge in the previous stages.

5.  Which actors would be involved and what interventions should they put into practice? 

What, if anything, have they done so far on these issues and what can be learned from 

that?

Finally, when ‘hurdles’ are identified and possible interventions are designed, the 

actors that should take action will be looked at in more detail. Which parties would be 

involved? Are they aware of these issues? Is there support from these parties for the 

interventions or do they clash with their views or interests? Have there been previous 

actions to remedy shortcomings in the arrangements with regard to effectiveness or 

efficiency? If so, what can be learned from them? 

Part I: Introduction, literature review and research design
In chapter one the main theme of this study is introduced. First, the relationship 

between subsidy requirements and process flexibility of the subsidized party is 

highlighted. As stated before, to receive a subsidy, the beneficiary has to produce an 

application which may contain detailed forecasting of which activities are involved 



and what they will cost. Innovation processes, however, are often quite difficult to 

forecast. Entrepreneurs might want to take a different direction, depending on the 

contingencies that occur. Can they do this without losing the granted subsidy? Then, 

in chapter one, the broader context of EU interventions to promote innovation is 

SMEs is depicted and the EU Cohesion Fund is introduced.

In chapter two, a review of scientific literature on three assumptions behind this 

study is presented. These assumptions are (1) that government can play a positive 

role in promoting innovation, (2) that flexibility is an important success factor for 

innovation and (3) that the topic of entrepreneurial experiences ‘on the ground ’with 

subsidizing arrangements has not yet received scholarly attention. Chapter two ends 

with the practical, scientific and personal insights that are sought.

In chapter three the hybrid research design is described. The engaged scholarship 

approach (Van de Ven, 2007) is adopted as a general framework. Grounded theory 

method is used to explore and evaluate the interactions between the parties involved 

in the subsidizing process. Design research is used for developing interventions. Test-

ing and rewriting/retesting the design is not included in this study. 

Part II: Field studies and preliminary interventions
In chapter four the OP Zuid subsidy arrangement is introduced. This arrangement is 

available for innovating entrepreneurs in the Dutch provinces of Limburg, Brabant 

and Zeeland and is a paid out of the European Regional Development Fund (ERDF). 

Also, in chapter four, the eight participating entrepreneurs, the executing agency, a 

subsidy advisor and an intermediate party are introduced. These parties were inter-

viewed to gather insight in their experiences ‘on the ground’ with the OP Zuid subsidy 

arrangement.

Chapter five contains the results of the qualitative data collection and the analysis 

of the data gathered in the interviews. In this chapter the first three research ques-

tions are answered: (1) What are the experiences ‘on the ground’ of entrepreneurs 

participating in an ERDF subsidy program, aimed at promoting innovation? (2) Which 

other parties are involved and how do they interact? (3) How do all parties evaluate 

the subsidizing process and what suggestions would they have to improve the ef-

fectiveness or the efficiency of this state intervention?

In chapter six, the fourth research question is addressed. (4) Which ‘hurdles’ in the 

subsidizing process can be identified and how could they be fixed? 18 issues are iden-

tified. Subsequently, for each issue a preliminary intervention is formulated, in the 



CIMO format that is part of the design research tradition. The 18 issues are directly 

derived from the analyses of the grounded theory field work. The interventions are 

the result of the ‘creative leap’ or ‘abduction’ that is a fundamental part of the design 

approach. 

Part III: Design propositions and discussion
In chapter seven, the fifth research question is addressed: (5) Which actors would 

be involved and what interventions should they put into practice? What, if anything, 

have they done so far on these issues and what can be learned from that? First, a 

framework is built to depict the parties that play a role in the subsidizing process. 

Subsequently, the 18 preliminary interventions as described in chapter six are related 

to the ‘subsidized innovation framework’ that was constructed. Who are the actors 

that should take action? Then literature is studied with regard to these actors. Does 

literature show support for the goals that are pursued with the interventions? Are 

there of have there been policies or actions to pursue these outcomes? What can be 

learned from them? The interventions proposed in the CIMO boxes: have they been 

tried before? With what success? What lessons can be learned? The context in which 

they are situated: what characteristics are relevant for a successful adoption of the 

proposed interventions? How can chances for successful adoption be optimized? 

What ‘hurdles’ have to be taken?

In chapter eight a design of an agenda to enhance the effectiveness or efficiency of 

subsidized innovation is presented. This agenda is based on the issues that were iden-

tified in chapter five, the preliminary interventions that were formulated in chapter 

six and the literature study presented in chapter seven on the positions on the issues 

of the parties involved. 

Finally, Chapter nine contains a reflection on the scientific, practical and personal 

relevance of this study. Also limitations and future research questions are discussed.
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Chapter 1
Introduction

1.0 Introduction

In this chapter the main theme of this study will be introduced. First, the relationship 

between subsidy requirements and the process flexibility of the subsidized party will 

be highlighted. To receive a subsidy, the beneficiary has to produce an application 

which may contain detailed forecasting of which activities are involved and what they 

will cost. Innovation processes, however, are often quite difficult to forecast. Entre-

preneurs might want to take a different direction, depending on the contingencies 

that occur. Can they do this without losing the granted subsidy? Then, in this chapter, 

the broader context of state interventions to promote innovation is SMEs is depicted 

and the EU Cohesion Fund is introduced. The subsidy arrangement studied in this dis-

sertation is financed out of this fund. 
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1.1 Innovation and flexibility needs

The effect(iveness) of subsidies

In 2006, the researcher was involved in an ERDF (European Regional Development 

Fund) subsidized research project on practices to enhance the employability of ag-

ing workers in regional SMEs. A few points were noticed about the effect of being 

subsidized on the progress of the research activities:

• Extensive prognoses and planning activities were required in the subsidy ap-

plication. The emphasis on measurable output made it necessary to formulate in 

advance what we would achieve in the three years the project would be running, 

by which steps, with which partners and on what budget for which kind of activi-

ties. A lot of these questions felt premature to our research team. The process of 

network building that was necessary to achieve our overall goal had just started 

and we could not yet tell what activities would be best suited to push this process 

forward in the desired direction and which partners we would want to involve. 

• Once the subsidy was granted, we quickly reached the point that activities were 

undertaking just because they were part of the initial plan for which the funding 

was received, not because they were seen as the most sensible thing to do at that 

point. The monitoring and control efforts of the subsidizing party pushed us to 

stick to the original plan, even though circumstances had evolved in a different di-

rection than we had foreseen in the initial subsidy application. The paradox arose 

that in our view we were wasting taxpayers’ money as a result of the policies that 

were implemented to prevent such waste.

• Our efforts to adopt a ‘comply or explain’ approach with regards to our original 

plans stranded, because the monitoring party did not have the authority to autho-

rize a different use of the money we had received to achieve our goals. As a result 

our progress reports showed increasing signs of ‘creative bookkeeping’ to account 

our actual spending in terms of the budget posts for which we had received the 

money. 

In a broader sense, this experience made the author of this thesis aware of a possible 

downside of the SMART planning methods and the monitoring and control efforts 

based on those initial plans, which were assumed to be best practice to achieve de-

sired results with an innovative project. Lessons learned: planning ahead is wise, but 

there has to be enough built-in flexibility to change plans if circumstances change or 

as a result of new insights. Otherwise detailed planning based on prognoses can pro-

mote inefficiency or even fraud. This is the case when financing parties are involved 

who make you stick to your original plan through their monitoring and control efforts.
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1

Subsidies for innovation

Then, in 2008, as part of a research group activity, subsidy arrangements available 

for regional entrepreneurs were studied. The researcher realized that these arrange-

ments, other than tax cuts for R&D activities (a Dutch arrangement called WBSO), had 

roughly the same project selection regime as the ERDF subsidy mentioned above. To 

get money from, for instance, the Innovation Fund of the Province of Limburg, the 

entrepreneur had to deliver a business plan containing:

• An overview of added customer value in comparison to existing products and/or 

services.

• Names and addresses of potential users/buyers.

• Market research: tests that show that these prospects are likely to buy these 

services or products from the applying company.

• A description of expected reactions from competitors in the targeted markets and 

plans to deal with these reactions.

• An overview of the steps and phases of the project, with an assessment of techno-

logical risks and back up plans for unforeseen circumstances.

• A marketing plan, where and how to sell it, pricing, promotion activities etc.

• Names and addresses of other parties involved, stakeholders, relevant networks, 

suppliers of complementary services or goods, field experts.

• Résumés and references of people on key positions in the project.

• Effects on employment the innovation will have, what jobs will be created on 

which levels.

These topics are relevant, of course, but they seemed to be more the result of an 

innovation process rather than the starting point. How can an entrepreneur deliver 

such insights up front? No information was provided on the monitoring and control 

activities the subsidizing party would undertake once the subsidy was granted. Would 

they make the entrepreneur stick to the original plan? If so, what would be the effect 

on the innovation process?

Starting point: collecting entrepreneurial experiences with subsidies

With this background, the starting point of this study was: Does participating in a 

subsidy program inhibit the flexibility of an entrepreneur in his innovation process? 

Literature on innovation processes, that will be discussed later on, suggests that flex-

ibility can be an important success factor for innovation processes. Good planning 

is important, but there are always contingencies that require new courses of action. 

Subsidy programs aimed at stimulating innovation, however, appear to involve quite 

detailed forecasting. With timetables, activities and costs all specified up front. How 

does this work out in practice? Does the subsidizing agency make the entrepreneur 



Chapter 1

6

stick to the original plan, or is there room for a flexible response to contingencies 

within the arrangements and the execution practice? 

A literature scan on the topic of entrepreneurial experiences with participating in 

subsidy arrangements aimed at promoting innovation in SMEs revealed that it had 

not been addressed by scholars yet. Studies on the effectiveness of subsidy arrange-

ments tend to take on a macro-perspective, dealing with topics like input or output 

‘additionality’ (Klette et al., 2000; Gonzales and Consuela, 2008; Takalo et al., 2013; 

Antonioli et al.,2014; Czarnitzki et al., 2014; Radas and Anic, 2014; Guo et al., 2016). 

No studies were found about the experiences ‘on the ground’ of entrepreneurs who 

participated in subsidy programs, funded by the EU or otherwise. The ‘gap’ detected 

in literature was much bigger than just the flexibility issue. In chapter 2, the literature 

study is discussed in more detail.

This study is aimed at entering the ‘black box’ of the interactions between innovating 

company and the subsidizing government agency. Because it is largely unexplored 

territory, an explorative research design was chosen, as will be explained in chapter 

3. The flexibility issue will be addressed, but also other emerging issues that have a 

bearing on the effectiveness of the efficiency of subsidized innovation.

1.2 Subsidy arrangements to promote innovation in SMEs

The EU and other parties subsidize innovation to stimulate the European economy. 

Government interventions, however, is viewed critical by many parties, for different 

reasons.

Decline of European economic power

After World War I, it became apparent that Europe was losing ground as a leader in 

the world economy. The United States had to come to rescue the ‘old world’ and took 

the lead ever since. Around World War II, the decolonization process was more or 

less finished, which marked a further decline of European power. Next to the United 

States, Japan took the stage as a leading country in an increasingly global economy, 

fueled by technological innovation. Then, in the nineties, China and other Asian coun-

tries started emerging as economic powers (Van Duijn, 2007). Many predicted the 

end of economic growth in Europe (Van Duijn, 2007). New impulses were deemed 

necessary to avoid this scenario. Individual European countries adopted programs to 

stimulate economic growth through innovation. Many also looked at the expanding 

European Union to provide solutions. 
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Decline of trust in government

At the same time, there was a decline of trust in government. 

The Reagan revolution: government is the problem

As a backlash of the cultural revolution of the sixties, the development of welfare 

states and the increasing influence of government agencies implementing such 

policies and collecting taxes to pay for them, there was a growing opposition to 

government intervention in economic and social affairs in Western Europe and in the 

United States. In 1980, Ronald Reagan was elected president in the United States. 

He had an outspoken anti-government agenda. In his inaugural address, he stated: 

“In this present crisis, government is not the solution to our problem; government is 

the problem” (Reagan, 1981, p.1). In England, Margaret Thatcher rose to power with 

a similar agenda. In Germany, Helmut Kohl replaced the socialist Helmut Schmidt, and 

in the Netherlands, Ruud Lubbers set out to trim down the welfare state that had led 

to an increasing state debt. The dialectic pendulum in Western Europe and the United 

states had swung to the right ever since the eighties (Saad-Filho, 2003). 

The ‘populist’ movement, anti-elite, anti-globalization

Then, around the turn of the century, the ‘populist’ movement emerged. New left and 

right wing political parties found public support for an agenda that opposed certain 

types of state interventions for different reasons:

• Economical: ongoing globalisation and the liberalisation of markets, aided by 

governments, was seen as serving the economic elite, enhancing opportunities to 

apply cheap labour and avoid paying taxes, while promoting a race to the bottom 

with competition on wages and other terms of employment for the working class 

(Saad-Filho, 2003).

• Cultural: resistance against multi-culturalism, cultural relativism and universalism, 

that was seen as a by-product of globalisation. Some predicted a ‘clash of civilisa-

tions’ in which Western values would be brought down if Western governments 

did not support them with all means available. Which they didn’t, in their opinion. 

They want to reclaim government for a nationalistic agenda (Oudenampsen, 

2018).

Entrepreneurs: too much red tape

A third source of opposition to government regulation are entrepreneurs who feel 

that the state is endangering their competitiveness, by producing a growing maze of 

regulations with which they have to deal before they can put innovative plans into 

action. 
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State interventions to promote economic growth

Against this background national and European government agencies are still setting 

up arrangements to stimulate economic growth and encourage innovation.

EU: Cohesion fund

In the European Union, there is the Cohesion fund. In the present seven year period 

(2014-2020), about one third of the total EU budget (E. 352 billion of E. 1082 billion, 

European Commission, 2014) is spend on this fund. The cohesion fund mainly consists 

of three elements:

• The European Regional Development Fund (ERDF), aimed at strengthening the 

regional economic and social cohesion by investing in “growth- enhancing sectors 

to improve competitiveness and create jobs” (European Commission, 2014, p.4). 

E.183 billion is available for this fund in this seven year period (2014-2020). The 

Dutch OP Zuid arrangement to promote innovation in SME, which we will intro-

duce later on, is financed through this fund. Dutch companies are projected to 

receive about half a billion out of this fund in this period (Europa nu, 2018).

• The European Social Fund, aimed at investing in people in order to promote educa-

tion and improve employment opportunities 

• The Cohesion Fund that “invests in green growth and sustainable development, 

and improves connectivity in Member States with a GDP below 90 % of the EU-27 

average” (European Commission, 2014, p.4).

National arrangements

Then there are dozens of national and regional support arrangements, subsidy or 

otherwise, available for entrepreneurs in the Netherlands. The button ‘Subsidies 

and Finance’ on the webpage of the ‘Rijksdienst voor ondernemend Nederland’ 21-5-

2018) shows 112 results with regard to available arrangements. 

1.3 Summary

In this chapter the main topic of this study was introduced. Entrepreneurs might 

benefit for receiving subsidy for innovative projects, but subsidies involve a lot of 

forecasting and accounting activities. A subsidy regime in which only costs that 

were included in the initial budget are subsidized, might inhibit the entrepreneurial 

flexibility in the innovation process. Successful innovation is important for the EU to 

prevent economic decline, and is therefore stimulated through the EU Cohesion Fund. 

The effectiveness of state intervention is criticized by different parties (neo-liberals, 

‘populists’, entrepreneurs) for different reasons. One of those reasons is that subsidy 
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programs are associated with lots of red tape for the entrepreneurs who are sup-

posed to benefit from them. 
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2.0 Introduction

In this chapter, a review of scientific literature on a few topics that are relevant for 

the topic of subsidized innovation is presented. One of the comments the author re-

ceived in the first stages of this research project, was that state interventions aimed 

at offering financial stimulation for innovation can never be successful, because 

government(s) do not have the information that markets have to pick winners, and 

do not have the organizing power to operate effectively. Scientific literature will 

be reviewed to assess whether such generalization is supported by research. Then 

literature will be reviewed on the role of flexibility in innovation projects. Is there sci-

entific literature on this topic? What can be learned from that? Thirdly, literature will 

be reviewed on entrepreneurial experiences ‘on the ground’ with subsidy programs. 

Chapter two ends with the practical, scientific and personal insights that are sought 

in this study.
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2.1 Can government agencies play a positive role in 
promoting innovation?

First, the question whether there can be such a thing as successful intervention of 

government in economic affairs in general and, more specifically, the allocation of fi-

nance for innovation, is addressed. In other words, is government always the problem 

and never the solution?

Classical debate

The contemporary academic and political debate on the optimal role of government 

in promoting economic development can be traced back to the pre-war discussions 

between John Maynard Keynes and Friedrich von Hayek. 

• Keynes advocated government spending to prompt economic recovery in periodi-

cally returning economic dips (Keynes, 1936). 

• Von Hayek opposed such government intervention, mainly because he thought 

that in a free market, pricing mechanism for money led to valuable information 

on the viability of economic activities. The market, in Hayek’s view, could better 

assess that viability than any government agency. Therefore Keynesian anti-cyclic 

stimulation measures could only lead government picking the wrong activities to 

endorse, thereby weakening the long term economic strength of the country or 

economic block1 (Von Hayek, 1944). 

The positions in this debate are still recognizable today, for instance in the US, where 

the Democratic Party traditionally advocates a Keynesian viewpoint, while the repub-

licans tend to adhere to Friedrich von Hayek. Among economic scholars, Nobel Prize 

winner Paul Kruger has adopted a Keynesian view (Krugman, 2012), while Chicago 

school economists like the 2013 Nobel Prize winner Eugene Fama advocates von 

Hayek’s side in the debate (Fama, 1993). 

And today ...

Mariana Mazzucato (2011) summarized current held beliefs about the role the state 

should play in economic affairs as follows: 

“Across the globe we are hearing that the state has to be cut back in order to foster a 

post-crisis recovery, unleashing the power of entrepreneurship and innovation in the 

private sector. This feeds a perceived contrast that is repeatedly drawn by the media, 

1  In his 1944 book “Road to serfdom” Hayek even insisted that government intervention would eventually lead to 
dictatorship, because of markets’ inherent resistance to this unnatural state-imposed allocation mechanism for 
money. This book had great influence on free market politicians such as Ronald Reagan and Margaret Thatcher.
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business and libertarian politicians of a dynamic, innovative, competitive private sec-

tor versus a sluggish, bureaucratic, inertial, ’meddling’ public sector. So much, that 

this is virtually accepted by the public as a ‘common sense’ truth” (Mazzucato, 2011, 

p. 17). Mazzucato argues that this image is not correct. She presents four arguments 

for an active role for the state in promoting innovation. These are summarized below.

State track record is actually good 

Research suggests that government agencies in several countries and times in history 

have played an important role in financing groundbreaking innovations, also in the 

stages after basic and applied research that are traditionally seen as government 

territory: “Indeed, from the development of aviation, nuclear energy, computers, 

the internet, nanotechnology and even now in green technology, it is, and has been, 

the state not the private sector that has kick-started and developed the engine of 

growth, because of its willingness to take risk in areas where the private sector has 

been too risk-averse” (Mazzucato, 2011, p. 23).

Venture capitalists are risk aversive and have a short term focus

Furthermore, Mazzucato quotes research that depicts venture capitalists as risk averse 

and tending to pick ‘me too’ projects, where exploitation of existing ideas in a new 

company is the aim, not inventing something really new, which is much more risky. In 

the context of stimulating a regional economy this promotes ‘cannibalism’ instead of 

new development. Venture capitalists would also tend to focus on short term profit, 

they pick companies and R&D projects with which they can cash in a five year horizon, 

not by successfully introducing a new product or service on a market, but by selling 

the company on the stock market in an initial public offering. Doing so they contribute 

to creating new ‘bubbles’, companies who are highly overprized on the stock markets . 

The market failure argument 

If an investment takes too long to reap benefits, commercial parties cannot profit 

enough within their time-horizon. This is the case with most fundamental research. 

Furthermore, if relevant benefits from an investment do not return to the original 

investor but are enjoyed by other parties, this discourages investment while the 

overall balance for the regional economy can be positive. The ‘free-rider’ problem is 

an example of this form of market failure. Also this can be the case for investments 

in sustainable economic activities. Benefits of less environmental damage are often 

reaped by the community as a whole, because the taxpayer picks up the bill of waste 

disposal or of cleaning up the environment if this is polluted. Also benefits from less 

unemployment are reaped by government, in the form of less support to the unem-

ployed, and not by an individual investor.
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The ‘long term focus’ argument. 

Mazzucato states that government agencies can adopt a vision and a focus to pursue 

long term goals that cut across sectors and vested interests of companies or branches. 

The mere fact that government announces such long term ambitions and allocates 

money to back up these ambitions, can prompt private parties to get aboard because 

it greatly reduces the risks involved for them.

Josh Lerner (2009) accepts the main arguments Mazzucato presents on the positive 

role state interventions can play in boosting innovative entrepreneurship, but also 

presents some downsides. State interventions should first focus on ‘setting the 

table’ for successful entrepreneurship, by creating a legal and political infrastructure 

that enables entrepreneurs to invest and capture the benefits if the investments 

are successful. This will enhance the entrepreneurial demand for money to invest. 

Lerner states that governments often neglect the task of setting the table in favor of 

making money available for the entrepreneurs, which yields more political support. 

Furthermore, Lerner reports three main sources of failure with regard to government 

interventions aimed at making money available for entrepreneurs: regulatory cap-

ture, conceptual failure and failure in execution.

Regulatory capture

Regulatory capture (Stigler, 1971) refers to the phenomenon that interest groups 

often successfully organize themselves to capture the benefits of arrangements, cre-

ated to serve the public interest. This can be unions who coerce government agencies 

into investing money in industries that are beyond salvation, because they want to 

avoid unemployment for their members. It can be public services like universities, 

when they succeed in capturing large portions of public R&D funds without having 

the best research proposals. It can also be big companies who capture tax incentives 

or subsidies that were meant for other parties and/or goals. 

Conceptual failure

Conceptual failure refers to flaws in the design of an arrangement. This, according to 

Lerner (2009), is the case when the design in not in line with the characteristics of the 

entrepreneurial process. For instance: arrangements meant to boost start-ups, but 

have a running time that is too short. Arrangements that contain illogical choices, like 

only financing the pre-commercial phase of a start-up. Funds that are either too small 

to have an impact, or too large, swamping existing funds. Initiatives that are aimed at 

non-existing markets, or arrangements that involve too much bureaucracy.
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Failure in execution

The third source of failure Lerner (2009) reports is failure in execution. This is the case 

when arrangements are not evaluated properly and are continued even when they do 

not show the desired results. Proper evaluation, creativity and flexibility are critical 

factors in designing and redesigning arrangements so that they meet their goals. Also 

not recruiting and retaining crucial fund managers is a form of failure in execution, 

according to Lerner. 

Conclusions 

With regard to the role a government can or should play, it is concluded that there 

are convincing arguments that government agencies can play and have played an im-

portant role in fostering economic development and innovation. On the other hand, 

there are a lot of government initiatives that fail to meet their goals. Regulatory 

capture, failure in design and failure in execution are three main sources of failure 

that should be avoided.

2.2 Is flexibility an important success factor in 
entrepreneurial innovation?

The second issue explored in this chapter is that of the role of flexibility in innovation 

processes. Some literature on this issue is reviewed in this section.

Defining flexibility

First some elaboration is needed on one of the key concepts of this study: flexibility. 

How is this concept defined in literature? How is flexibility defined within the context 

of this project? Volberda (1998) points out that there are three different approaches 

to defining flexibility:

• The general approach, in which flexibility “is defined by such words as adaptability 

(Toffler, 1985) or preparedness (…) and considered as an essential property for 

survival”;

• the functional approach, in which ‘’organizational flexibility is reduced to certain 

aspects of the organization such as flexible employment contracts; flexible forms 

of financing; flexible production automation; and the make or buy decision”;

• the actor approach, which “highlights the important role and traits of different 

stakeholders in developing flexibility, such as the character of the entrepreneur 

(uncertainty creating or reducing), management (risk rewarding or risk averse), 

employees (satisfaction by routines or variety), or customers (innovators, adopters 

or laggards) (….) The personality based approach to flexibility posits that actors’ 
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special personal traits makes them prone to stimulating or restricting flexibility” 

(Volberda, 1998, p.2-3).

The definition of flexibility presented by Volberda, based on a review of dozens of 

other scholars’ definitions, is the following: “Flexibility is the degree to which an 

organization has a variety of managerial capabilities and the speed at which they 

can be activated, to increase the control capacity of management and improve the 

controllability of the organization” (Volberda, 1998, p. 100). It is not clear who or what 

management is in this definition. The process flexibility addressed in this doctoral dis-

sertation is a competence at the organizational level, including the professionals who 

are employed in the organization, not just its management. Greater control capacity 

of management might even decrease the overall organizational flexibility, when this 

control capacity is used to block initiatives from other parties in the organization. 

Several scholars have highlighted the importance of empowering the work force 

to make decisions without having to consult managers to seek their approval (e.g. 

Schultz, 2014; Hempel et al., 2012).

Definition in this study

In this research project, flexibility is defined as follows: “Project flexibility is the de-

gree to which an innovating party can change the course of action during the project, 

in terms of activities undertaken, desired output, parties involved, timetables and so 

forth as a result of new contingencies, insights or changed circumstances.” The entre-

preneurial and professional capability to adjust the plan (goals, actions, participants 

etc.) in the process of trying to achieve a desired outcome is one of the topics of this 

study. This capability is determined both by organizational aspects and by aspects 

of the environment. In this context, flexibility needs are the result of the subjective 

assessment of the innovating party with regard to the desirability of such a change in 

the course of action. 

Studies on the role of flexibility in innovation processes

Now, three contributions that highlight the role of entrepreneurial flexibility in suc-

cessful innovation processes will be presented:

• The Minnesota Innovation Research Program (MIRP) by Andrew Van de Ven (1989, 

2008). 

• The ‘effectuation’ research by Sarasvathy (2008).

• Mazzucato’s (2013) contributions with regard to feedback loops.
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MIRP: process versus project

The Minnesota Innovation Research Program (MIRP) by Andrew Van de Ven et al. 

(1989, 2008) was one of the first extensive studies on the inside of innovation pro-

cesses in SMEs. Van de Ven’s main conclusion is that the process is much more chaotic 

than presented in previous studies. As such, this conclusion significantly challenged 

the prevailing teleological view on effective innovation processes. 

In table 1 the MIRP-findings on how innovation practices as observed in longitudinal 

studies differ from implicit assumptions made in innovation literature up until then 

are summarized. The left column shows a stage gate like process in which there is a 

clear starting point, an idea for an innovation, which is worked on by a fixed set of 

people with stable interrelations, to produce the result that was projected in the first 

stage. The environment is seen as an external factor which can provide opportunities 

and constrains, but is not changed itself by the innovation project. The project has a 

clear ending. This is how innovation processes are usually depicted, according to Van 

de Ven.

In the right column we see a much more chaotic process, in which there is not one clear 

starting point and not one clear result. Ideas are worked on and discarded, reinvented 

and re-implemented in a different way. Different parties may become involved, in 

a variety of roles. The environment provides opportunities and constraints but is 

also changed itself by the innovation process, so is not an external factor. There are 

planned and unplanned results, which can be both positive and negative. Sometimes 

even negative results can lead to new insights that provide even greater opportuni-

ties for innovation. This is how innovation processes are in reality, according to van 

de Ven.

Van de Ven et al. (2008) concludes that the mindset of an innovating entrepreneur 

should be more that of a process manager than a project manager. A process is flex-

ible, open-ended, producing ongoing insights that the entrepreneur acts upon. A 

project suggests predictability, fixed goals and milestones, fixed partners. In reality, 

innovating entrepreneurs need to meet process conditions while they may be men-

tally programmed for a project approach. Also, stakeholders such as investors may 

push them into a project approach.
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Table 1: results of MIRP (Source: Van de Ven et al., 2008, p.8)

Previous assumptions MIRP

Ideas One invention, operationalized Reinvention, proliferation, re-implementation, 
discarding and termination

People An entrepreneur with a fixed set of 
full-time people over time

Many entrepreneurs, distracted, fluidly engaging 
and disengaging over time in a variety of roles

Transactions Fixed network of people/firms 
working out details of an idea

Expanding, contracting network of partisan 
stakeholders who converge and diverge on ideas

Context Environment provides opportunities 
and constraints on innovation 
process

Innovation process creates and is constrained by 
multiple enacting environments

Outcomes Final result orientation. A stable new 
order comes into being

Final result indeterminate. Many in-process 
assessments and spinoffs. Integration of new 
orders with old

Process Simple, cumulative sequence of 
stages or phases

From simple to many divergent, parallel and 
convergent paths. Some related, others not

Causation – effectuation

A second scholar relevant here is Saras Sarasvathy. She describes ‘causation’ and ‘ef-

fectuation’ as two alternative approaches to an entrepreneurial innovation process 

(Sarasvathy, 2001). The causation approach depicted by Sarasvathy resembles Van de 

Ven’s left column (see previous section). Starting point of the innovation process is a 

clear goal, the process is well planned in a linear way, it is clear which parties are to 

participate in what stage, deviations from the plan are seen as always detrimental, 

not (also) as providing new opportunities. In the alternative approach, coined ‘effec-

tuation’ by Sarasvathy, the starting point of the innovation process is not a clear and 

Table 2: Causation- effectuation (Source: Sarasvathy et al, 2008, p.33-36)

Dimension Causation 
(teleological/ends-driven)

Effectuation 
(means-driven)

1.Starting point Ends are given, required means are 
calculated up front

Means are given, ends develop in the 
process, often as a result of interaction 
with contributing stakeholders

2. Dominant focus Expected return Affordable loss, ‘even if’ logic

3.  Relationship with 
customers

Outsiders, to be studied to make 
forecasts

Seeking initial customers as partners

4.  Attitude towards 
outside firms

Competition Cooperation, incorporating new 
stakeholders when they emerge

5. View on markets Markets exist and can be discovered 
through research.

Markets are developed, as a part of the 
innovation process

6. Goal-orientation Preselected goals which do not change. 
Linear planning

Evolving goals, exploiting 
contingencies. Iterative planning
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fixed goal, but a reflection on the means that are available to the entrepreneur and 

what could be achieved with them. Goals develop in the innovation process, often in 

interaction with other stakeholders that get involved. Planning is flexible and itera-

tive. Sarasvathy states that this is the way many successful entrepreneurs innovate. 

Several interesting ideas and observations arise from Sarasvathy’s work:

Successful innovators have little trust in planning

What is the value of planning for an innovation process? Should an entrepreneur 

engage in detailed planning, how important is it to invest in forecasting activities 

to predict future events? Sarasvathy’s research suggests that effective innovating 

entrepreneurs do not have much confidence in detailed planning and forecasts.

Flexibility as a key success factor

Should an innovating entrepreneur stick to the original plan of should he adopt a 

flexible approach? In the ‘effectuation’ approach, the innovator sees ‘exploiting con-

tingencies’ as a key success factor, not rigid adherence to an existing plan. Sarasvathy 

et al. (2008) does not state that effectuation is the only viable approach, she calls it 

an ‘alternative logic’, next to causation.

Markets are often not pre-existing

Where do markets come from? Are they pre-existing to the innovation process and 

can they be discovered through market research? Sarasvathy argues that this often is 

not the case. Markets are not pre-existing but are created in the innovation process. 

This is a problem for an entrepreneur who is asked to prove in advance that there is a 

market for his innovative product in order to be able to receive funding.

Self-selecting stakeholders can cause shifts in goals

What are the dynamics of the ‘effectuation’ process? The works of Van de Ven et al. 

(2008) reveal some of these dynamics. These studies, however, are aimed at describ-

ing what happens in innovation processes. Sarasvathy takes this one step further in 

trying to explain why the processes have these characteristics. For instance why do 

goals tend to shift? She argues that this often is the case because new self-selected 

stakeholders enter in the process, who have a different perspective, different means 

available and a different strategic orientation. If the goals are flexible it might be pos-

sible to reframe the innovation process to suite the new stakeholder’s needs, in order 

to get him on board and strengthen the coalition. This also can be a problem if the 

entrepreneur has applied for a subsidy with an obligation to adhere to a predefined 

set of goals.
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The dynamics of emerging co-creation

Where do the stakeholders who are part of the process come from? Sarasvathy argues 

that SMEs often start with what they know and whom they know and built the process 

from that base. The first customers often evolve to be co-developers and/or co-inves-

tors. They then also bring what they know and whom they know in the process, and 

thereby widen the circle of parties involved and perspectives to be reckoned with. 

The causation-effectuation framework has been adopted worldwide by a range of 

researchers who are further developing it. Some of the issues studied at this moment:

• How can the different aspects of the concept be operationalized and validated 

(Chandler et al., 2009)?

• Are there differences between experts and novices in the use of effectual versus 

causal logic in innovation processes (Dew et al., 2009)?

• How ‘effectual’ or ‘causal’ are the requirements to get finance for an innovation 

process from business angels, venture capitalists or bankers (Daxhelet et al., 

2010)? 

• What is the effect of an effectual or a causal approach by start-ups on the attained 

business size (Kraaijenbrink et al., 2010) This study also addresses the question 

whether the separate dimensions of the causation-effectuation dichotomy should 

be lumped together or should be seen as separate variables.

• Is there a correlation between the use of effectual or causal logic and the stage a 

process of new venture creation is in? Research by Reymen et al. (2015) suggests 

that a shift from effectual to causal logic especially occurs in later project stages. 

Feedback loops

Mazzucato (2013) also addresses the issue of flexibility in her ‘pamphlet’ on the 

entrepreneurial state. She distinguishes three types of feedback loops that occur in 

innovating processes:

• Between different stages of an innovation process

• Between accomplishments and goals

• Between participating parties

Each of these feedback loops is explored in the remainder of this subsection.

Feedback between different stages of an innovation process 

In the linear view of innovation, processes consist of different stages which, once 

completed, do not have to be repeated. This idea is contested by Mazzucato, who 

argues that stages can reoccur in an iterative manner, for instance as follows:
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• Basic and applied research. While doing applied research, new basic research 

question can emerge. 

• Idea vetting and pre-commercial testing. The results of pre-commercial testing 

can lead to new ideas which change the course of the project.

• Establishing commercial viability. Lack of commercial viability in the projected 

markets can lead to new functional or operational requirements emerging or to 

seeking niche markets.

• Large scale deployment. Problems in this area can also take the project back to an 

earlier stage, for instance back to the drawing table.

Feedback between accomplishments and goals

An innovation project can produce results that were not intended. This is the so-called 

serendipity effect. Clearly, it would be highly inefficient if an entrepreneur could not 

reap these benefits because he has to adhere to his original plan.

Feedback between participating individuals and organizations

New interesting partners can emerge in an innovation project. To get them on board, 

it can be necessary to adopt new requirements or change the direction of the process. 

Conclusions on role of flexibility

There are strong suggestions in literature that process flexibility plays an important 

role in innovation processes in SMEs. Innovation processes are often messy, improvisa-

tion, exploiting contingencies, following new ideas that emerge in the process can be 

important success factors. Planning is necessary, but adhering to the plan whatever 

contingencies occur, is a recipe for failure. Successful planning is iterative, not linear. 

2.3 Studies on subsidized innovation. 

In this section, evaluative studies of subsidy arrangements are reviewed. What, if 

anything, do they tell us about what happens between the innovative entrepreneur 

and the executing party? What about the possible clashes between the planning and 

control regime that comes with the subsidy arrangement on the one hand, and flex-

ibility needs of an innovating entrepreneur on the other? 

Dutch evaluating efforts 

The Dutch Rekenkamer examined the evaluative efforts concerning 633 subsidy ar-

rangements that were available in all policy areas of the Dutch national government 

(Rekenkamer, 2011). The report concludes that only 81 of these arrangements have 
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been evaluated, 59 on effectiveness, although evaluating arrangements has been a 

policy goal for decades. Most subsidy arrangements lack a clear goal which makes it 

impossible to evaluate their effectiveness. None of these arrangements were evalu-

ated from an entrepreneurial perspective.

Programmatic evaluation approach

In 2012, the Dutch ministry of economic affairs and climate policy presented a report in 

which the so-called ‘programmatic approach’ to subsidizing innovation was evaluated 

(Dialogic, 2012). In this approach, subsidizing activities are not generically available 

for all companies, but are targeted at specific branches or topics. The main conclu-

sion that this report offers is that policies cannot be evaluated properly because the 

problems the policy aims to solve were not analyzed in depth and there were no or no 

adequate measurable goals. The main recommendation to the policy makers is that 

they should invest in producing SMART-goals up front for each intervention, so that 

the policies can be evaluated properly.

EIM study

The EIM (Meijaard et al., 2007) conducted a survey among 700 Dutch SMEs on the 

effectiveness of stimulating policies for SMEs. Also the EIM project involved a meta 

study on evaluations of stimulating policies (such as fiscal arrangements, subsidies, 

bank guaranties, information and advice, regulation) from Dutch or European govern-

ment agencies and a benchmark study comparing the arrangements in four other 

countries ( Ireland, Germany, Spain and Denmark) to the Dutch arrangements aimed 

at finding fresh ideas abroad. The main results of this study are summarized below:

Knowledge

• Little effort is made in the public announcement of policies and the recruitment 

of participants. 

• Many entrepreneurs applicable are not aware of the existence of the arrangement

Perception

• There are many ‘misperceptions’ about the endeavors and costs involved for the 

entrepreneur.

Use

• The use of subsidy arrangements is minimal. Around 1-2 percent of the entrepre-

neur use some sort of subsidy.

• Fiscal arrangements have the highest participation (45 percent).
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• Fear of great costs and doubts about the continuity of government policy are 

the main reasons mentioned by entrepreneurs for not participating in subsidy 

arrangements2.

Satisfaction

• Entrepreneurs that use specific arrangements are in general ‘not negative’ about 

the arrangements, but the efficiency needs improvement. 

• Users of subsidy arrangements scored lower on satisfaction (about 50 percent 

satisfied) then users of fiscal arrangements (up to 85 percent for ´Tante Agaath 

regeling´, fiscal stimulant for informal venture capital).

Policy evaluation

• Little attention is paid to entrepreneurs who know about the arrangements avail-

able to them but choose not to use them. Their input can be of merit to enhance 

the efficiency of the policies.

• Another gap in the evaluations from the executing parties: only the users of the 

arrangements were usually involved, no control groups were used.

Recommendations

• A critical success factor according to the entrepreneurs was that stimulating ar-

rangements should be simple, integrated, accessible and stable in time and not 

change every (few) year(s). 

• The researchers conclude that ‘better communication and accessibility’ are crucial 

to achieving more efficient stimulating policies for SMEs.

The EIM study also summarizes some generic problems concerning stimulating 

activities. Adverse selection might occur. Because of the conditions of specific ar-

rangements, they often are used by entrepreneurs for whom they were not designed. 

For instance, arrangements to promote cooperation with knowledge institutes are 

often used by entrepreneurs who already have an extensive network in that area 

and therefore are more inclined to apply and more capable to produce the necessary 

plans. Also there is the risk of moral hazard. Extra risky behavior can be evoked; the 

entrepreneur shows less responsible behavior if he feels that the tax payer is taking 

the loss should things go wrong. Externalities might occur. Unwanted side-effects. For 

instance if the first user of a new technology gets support the early followers have to 

do without. This disrupts free competition and can inhibit the speed of adoption of 

a potentially successful novelty. Then there is the ‘hold-up problem’. Arrangements 

2  These are remarks from a group of 9 entrepreneurs (of the 700 respondents in this study) who had knowledge of 
an arrangement for which they were applicable but choose not to apply.
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can cause entrepreneurs to postpone their innovation efforts waiting for subsidies or 

other forms of support to become available (Meijaard et al., 2007).

International evaluative studies on subsidized innovation

Small Business Innovation Research

A program that received a lot of attention in literature is the US Small Business In-

novation Research (SBIR) program (for an overview, see Cooper, 2003). This program 

started in 1982 and is still active today. SMEs can apply for direct grants to undertake 

R&D activities for (in 1982) “each Federal agency with an extramural R&D budget in 

excess of 100 million” (Cooper, 2003, p.137). These agencies must set aside a certain 

percentage of this budget to be awarded to SMEs (0,2 % in 1982, rising to 2,5 percent 

in 2008).

Grants or contracts are issued for three stages of R&D:

• Phase 1: feasibility study. Awards of around 100.000 dollars for a period of six to 

twelve month, to “evaluate the scientific and technical merits and feasibility of an 

idea, and to enable the funding agency to assess the quality of the recipient firm 

and its project” (Cooper, 2003, p. 138). 

• Phase 2, the ‘proof of concept’ phase. The phase 1 awardees complete the feasibil-

ity study and are invited to submit a proposal for phase 2. On average, one in three 

of these proposals is funded. These awards are usually around 750.000 dollars for 

a period of around two additional years (Patterson, 2004).

• Phase 3, commercialization. The technology is packaged for end use, either by the 

government or the private sector. No extra SBIR funding is available for this phase. 

The agencies that deploy the technology do offer a variety of ways to help their 

phase 2 companies bring their technologies to market (Patterson, 2004).

With regard to the topic of this study, four remarks can be made. The problems the 

innovating entrepreneurs work on are fixed, not flexible, and defined by the govern-

ment agencies that provide the grant or contract. This seems to exclude processes 

of serendipity, ‘by-catch’, that could occur within a more flexible program design. 

Sarasvathy would describe this as part of the ‘causation’ approach (Sarasvathy, 2008). 

The stages (feasibility study, proof of concept, commercialization) are fixed. Maz-

zucato (2013) argues that effective innovation processes often show feedback loops 

between for instance commercialization and more fundamental research or develop-

ment. This flexibility is excluded in this program design. The sectors are also fixed, by 

the boundaries of the granting agencies’ working ground. Mazzucato (2013) argues 

that innovative breakthroughs are often cross-sectional or redefine established busi-
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ness sectors. In phase 3, the granting agency appears to do more than just evaluate 

results, become co-creators and apply stewardship. This could promote flexibility. 

Josh Lerner (2009), whose work was discussed in the previous section, produced a 

broad overview on public efforts to boost entrepreneurship and promote access 

to venture capital. On the availability of academic studies, Lerner concludes: “The 

academic literature is comparatively sparse. Economists have turned only recently 

to the question of how to boost entrepreneurship. In contrast to other government 

interventions designed to boost economic growth, such as privatizations, programs 

to promote entrepreneurship have received little scrutiny by economists. Not only 

are the theoretical foundations much less well developed, but empirical studies are 

much fewer in number and generally less sophisticated. While related issues - such as 

the impact of research and development subsidies - have attracted more attention, 

definite answers are even scares on those topics” (Lerner, 2009, p. vii). For an over-

view of literature on R&D subsidies, Lerner refers to Klette et al. (2000). This overview 

confirms the conclusion that the flexibility topic addressed in this project is a gap in 

academic research so far, since no publications were found that address this topic.

No literature on flexibility issues and subsidized innovation

International literature was scanned for insights in:

• the effects of participating in a subsidy arrangement on the flexibility perceived 

by an entrepreneur in his innovation process; 

• and thereby on the effectiveness of the innovation process (micro goals of the 

entrepreneur); and

• the effectiveness of the subsidy arrangement with regard to policy targets of the 

subsidizing government.

What was found with regard to government activities to promote entrepreneurship 

or innovation, were studies that deal with different forms of ‘additionality’:

• Input additionality: do subsidy programs lead to more money being spent on in-

novation, or are there ‘crowding out’ effects (Klette et al., 2000; Gonzales and 

Consuela, 2008; Takalo et al., 2013; Czarnitzki et al., 2014; Radas and Anic, 2014)?

• Output additionality: do subsidy programs have a positive effect on new product 

development, on export success or on the number of patents realized by the sub-

sidized companies (Czarnitzki et al., 2014; Radas and Anic, 2014; Guo et al., 2016)?

• Behavioral additionality: are there positive changes in the firms behavior resulting 

from receiving subsidy (Busom et al., 2008; Antonioli et al., 2014; Radas and Anic, 

2014; Gustafsson et al., 2016)? 
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No clear answers with regard to the effectiveness of subsidy arrangements are pro-

duced in these studies. In all of them, the subsidizing process itself is treated as a 

‘black box’. Nothing is revealed about the practical execution of the arrangements. 

Not a single study was found that deals with the experiences of the participating 

entrepreneurs.

Conclusions with regard to evaluative studies

Conclusions with regard to available studies on subsidized innovation in SMEs:

• The issues of interest in this study are only partly addressed in evaluations from 

the field of policy. In the EIM study ‘administrative pressure’ is mentioned as a 

relevant factor in the efficiency of the arrangements, but the origin, nature and 

justification of the administrative pressure involved is not examined in detail for 

the different arrangements. 

• Evaluative studies from the Dutch Rekenkamer conclude that there are not 

enough SMART goals, monitoring and control and accountability in most subsidy 

arrangements. This is not specified for subsidy arrangements to promote innova-

tion in SMEs. 

• No scientific studies were found dealing with the interactions that occur in the ex-

ecution of subsidy arrangements, which parties are involved and how they evalu-

ate these interactions and their consequences or what suggestions they might 

have to improve the effectiveness of efficiency of the subsidizing process. Also no 

studies were found on the relation between the content of subsidy arrangements 

and the degree of flexibility in the process needed by the entrepreneur or allowed 

by the subsidizing party in their monitoring and control efforts. 

Conclusions from the literature review

Three main conclusions with regard to the assumptions behind this study can be 

drawn from this literature review:

• Research suggests that government agencies can play an important role in pro-

moting innovation in SMEs. Due to market failure and short term focus, finance 

from private parties is often not available. Additional government funding can fill 

this gap. On the other hand, there are a lot of government initiatives that fail to 

meet their goals. Regulatory capture, failure in design and failure in execution are 

three main sources of failure that should be avoided.

• Extensive research has been done on innovation processes in SMEs and other types 

of companies. There are strong suggestions that flexibility is a key success factor 

in many of these studies. No studies were found on the impact that financing or 

subsidizing parties can have on process flexibility for the innovating entrepreneur.



27

Literature review 

2

• Some research has been done on evaluating government policies aimed at 

stimulating innovation in SMEs. No scientific studies were found dealing with the 

interactions that occur in the execution of subsidy arrangements. 

2.4 Scientific, practical and personal relevance

Scientific relevance

The main two contributions to innovation science this study is aimed at are:

1. Exploring and closing the ‘gap’ between existing studies on the effectiveness of 

subsidy arrangements to promote innovation in SMEs, and studies that have been 

done on success factors of innovation processes in SMEs. These have never been 

connected before. 

2. Conceptually, this study serves to build a framework that identifies the key parties 

involved and their interrelations, and the issues that may inform the design of a 

protocol for a more effective and efficient subsidy regime to promote innovation 

in SMEs.

Practical relevance

This study is aimed at reaching three interconnected practical goals:

1. For subsidizing parties and policy makers: to help them rethink and remodel sub-

sidizing arrangements so that they are more effective and efficient. 

2. For innovating entrepreneurs: to stimulate their access to finance in an effective 

and efficient way.

3. For innovating professionals who produce the actual innovations: to create sub-

sidy arrangements that are in line with what they need to get the job done.

Personal relevance

As stated in the preface, with this study I want to contribute to enhancing the ef-

fectiveness of government interventions aimed at promoting economic and social 

welfare in Europe. In this case interventions aimed at promoting innovation in SMEs.

2.6 Summary

In this chapter, scientific literature was reviewed on the role government can play 

in promoting innovation and the role of entrepreneurial flexibility in innovation 

projects. Also previous studies done on subsidized innovation were scanned. It was 

concluded that: (1) governments can successfully stimulate innovation and have done 
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so in the past, contrary to the view that only markets can do so, but there are pitfalls, 

(2) flexibility is an important success factor for innovating entrepreneurs, and (3) 

entrepreneurial experiences ‘on the ground’ with the execution of subsidy arrange-

ments has received little to no attention in scholarly literature. Chapter two ends with 

the practical, scientific and personal insights that are sought.







Chapter 3
Research design

3.0 Introduction

In this chapter the key methodological choices and strategies for this study are being 

elaborated. Five basic questions are being addressed:

1. What type of output is aspired? It is not testing the hypothesis that a certain 

subsidy regime could have a detrimental effect on innovation success, resulting in 

a yes or no, and by doing so contributing to general theory building. It is exploring 

what happens in the contact between innovating entrepreneurs and the subsidiz-

ing party, and how this might affect the effectiveness and efficiency of subsidy ar-

rangements, with the flexibility issue as one of the topics that might emerge, and 

by doing so contributing to the design of a more efficient and effective subsidy 

practice. Contributing to general theory building, and producing hypothesis that 

can be tested in future research, could be a by-product of this effort.

2. What general type of research is best suited for this type of output? How is this 

different from research in which pre-formulated hypothesis are tested? The choice 

for the engaged scholarship approach (Van de Ven, 2007) is motivated. 

3. What method of data collection and analysis will be adopted? It needs to be suited 

for exploration, with emerging variables and an iterative approach to which as-

pects need further exploration. The choice for grounded theory method (Glaser, 

1992) will be motivated. 

4. What format is suited for the desired output? The choice for the CIMO-format (con-

text, intervention, mechanisms, output (Denver et al., 2008)) is motivated. This format 

is developed in the tradition of design research (Romme, 2003; Van Aken, 2004).

5. How are grounded theory and the design approach applied to the research ques-

tions as stated earlier? 
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This section ends with an overview in which the research project plan with its differ-

ent stages is presented.

3.1 What type of output is aspired?

This study is aimed at producing knowledge that ultimately helps practitioners 

(subsidizing party, subsidized entrepreneurs) make better choices in their pursuit to 

reach their goals. This has a bearing on the methodology best suited for this purpose. 

Many scholars (e.g. Van Aken, 2004; Thorpe et al., 2011; Wolf and Rosenberg, 2012; 

Denyer and Tranfield, 2006; Huff and Huff, 2001) have pointed out that management 

research has a poor track record with regard to practical relevance, at least from the 

viewpoint of ‘business managers, executives, students and ministerial representa-

tives’ (Wolf and Rosenberg, 2012, p. 178). Why is this case? How can it be prevented? 

Van de Ven and Johnson (2006) state that this assumed lack of relevance is framed in 

three different ways:

1. As a knowledge transfer problem. 

From this point of view, science does produce knowledge that has practical relevance, 

but is not adopted by practitioners in the field. To bridge the gap, scientists should 

put more effort in communicating their findings in ways that promote adoption by 

practitioners. 

Paraphrasing Aristotle, Van de Ven and Johnson state that the poor use of scientific 

insight in practice, within this framing, is a rhetorical challenge for the scientists. 

“Rhetoric is the use of persuasion to influence the thought and conduct of one’s 

listeners. To Aristotle, the art of persuasion comprises three elements: (1) logos – the 

message, especially its internal consistency (i.e. the clarity of the argument, the logic 

of its reasons, and the effectiveness of its supporting evidence); (2) pathos – the power 

to stir the emotions, beliefs, values knowledge, and imagination of the audience so 

as to elicit not only sympathy but empathy; and (3) ethos - the credibility3, legitimacy, 

and authority that a speaker both brings into and develops over the course of the 

argument or message.” (Van de Ven and Johnson, 2006, p. 804).

3  Relevant for this aspect is also what happens with the results of research. ‘Publication bias’ (studies that produce 
statistical significant correlations have a greater chance to be submitted to and accepted by scholarly journals, 
the distortion this causes is especially relevant for meta-studies (Dalton et. al.. 2016)), and ‘exaggeration’ of the 
results in press communiqués, especially incorrectly portraying correlations between variables that are found as 
evidence of causal relationships (Schat et.al. 2018), diminish the credibility of practical advice given in scientific 
publications. 
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Practitioners, on the other hand, should put more effort in developing ‘absorptive 

capacity’ with regard to scientific insights that could be useful to them.

2. As a consequence of the presumed fact that theory and practice are different forms 

of knowledge.

Here the argument is that managers are interested in particular problems, in a par-

ticular situation, with a particular history, while scholars are interested in general 

principles that are valid in a standardized context. These two forms of knowledge are 

both valid, but different, as Van de Ven and Johnson (2006) state.

3. As a problem of knowledge production.

Here the accent lies on developing a methodological regime that is aimed at design-

ing solutions, not just providing explanatory models. “Producing this kind of knowl-

edge locates the field in the nexus between practice and contributing disciplines, 

hence positioning management research within the social sciences as equivalent to 

engineering (in the physical sciences) or medicine and agriculture (in the biological 

sciences)” (Van de Ven and Johnson, 2006, p. 808).

5 criteria for practical relevance

Which criteria can be used to determine whether a research design is suitable for 

research, aimed at contributing to solving practitioners’ practical challenges? Thomas 

and Tymon (1982), as quoted in Wolf and Rosenberg (2012) have identified five key 

components to determine if a research proposal is practical relevant. These criteria 

are presented and applied to this research:

1. Descriptive relevance. 

The research must capture “phenomena encountered by practitioners in his or her 

organization” (Thomas and Tyman, 1982, p. 346). The variables and their settings 

the research deals with must be recognizable in real life. Too much reductionism to 

isolate specific relations between certain variables increases the internal validity of 

the research (defined as: “the confidence with which conclusions can be drawn from a 

set of data” (Thomas and Tyman, 1982, p. 346)), at the expense of the external valid-

ity, which is the degree to which these conclusions apply to the actual organizational 

settings of the practitioners. The subsidy arrangements we study are recognizable in 

real life, in the methodological approach we choose to study them in the ‘rich context’ 

of real life, in order not to diminish practical relevance.
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2. Goal relevance. 

The outcome variables of the study must be things that (at least some) practitioners 

wish to influence. The outcome variable is effective innovation in SMEs, and that is 

important to both entrepreneurs and subsidizing parties.

3. Operational validity. 

This is “the ability of the practitioner to implement action implications of a theory by 

manipulating its causal (or independent) variables” (Thomas and Tyman, 1982, p.348). 

The causal variable in this study is the subsidy regime and its execution. This regime 

can be influenced, it is a ‘button that can be pushed’ by the practitioners for whom 

relevance is aspired.

4. Non-obviousness. 

This refers to “the degree to which a theory meets or exceeds the complexity of com-

mon sense theory already used by practitioners” (Thomas and Tyman, 1982, p.348). 

At this point, it cannot be assessed whether the outcome of this study will produce 

insights that exceed obvious views held by different participants in the field. It can 

however be foreseen that it will help bridging differences in views held by subsidizing 

parties (SMART goals are beneficial to project results and must be monitored by the 

subsidizing party) and innovating entrepreneurs (flexibility is a key success factor, and 

might be inhibited by monitoring and control efforts from subsidizing parties).

5. Timeliness.

“The requirement that a theory will be available to practitioners in time to use it to 

deal with problems” (Thomas and Tyman, 1982, p. 349). The type of problems dealt 

with in this study will keep on emerging every time a government tries to promote 

innovation using a subsidy instrument. 

3.2 What type of research is best suited for this type of 
output?

The ‘’engaged scholarship model’ as described by Van de Ven (2007) is adopted, as a 

basic science approach suited for this project and the practical relevance that is sought. 

The figure on the next page shows the aspects that are the main characteristics of this 

approach. Some aspects that are relevant for the research design of this study are:

• Problem formulation: practitioners should be involved. Scientists should not 

enter the field with a fixed literature based problem. In this study, a possible clash 

between entrepreneurial flexibility needs in innovation processes and the need 
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for predictability, transparence and accountability of the subsidizing party was 

the point of departure. No studies were found on this issue (see chapter 2), so it 

is unknown whether this clash really manifests itself in the field, in what form this 

happens, for what type(s) of innovation processes and, if the characteristics of 

the individual entrepreneur or the agent acting on behalf of the subsidizing party 

matter. The possible clash occurs in a complex ‘rich context’ and the researcher 

should have an open mind for all emerging aspects that could be relevant. 

• Research design: research is seen as an iterative endeavor. The four building blocks 

shown in the figure are not to be seen as sequential stages. As the insight in the 

problem that is studied grows, new research questions can arise, new empirical 

choices can be made, new theoretical notions can emerge that could become part 

of the research agenda. The goal of this type of research is iterative exploration 

and theorizing, aimed at problem solving, not testing preset hypothesis derived 

from a general theory in order to test the limits of the latter or falsify it altogether. 

• Theory building: this can involve induction, deduction and ‘abduction’. Abduction 

is the creative leap with which a researcher can come to new ideas about relevant 

aspects of the problem or possible solutions. Developing ideas for solutions on 

the basis of the research data is seen as creative process in the engaged scholar-

ship approach. 

• Problem solving: introducing the solutions to the practitioners who experience 

the problem(s) should be part of the research process, not an ex-post activity. The 

‘proof of the pudding is in the eating’. Testing the created solutions should be 

done by applying them in the rich context for which they were designed. 

 
 
 
 
 
 
 

 

 
 

 

 

 

 

 

Figure 1: Engaged scholarship, diamond model (source: Van de Ven (2007), p. 10) 

 

3.3 Which method of data collection and analysis will be adopted? 

Research design 
Develop variance or process 
model to study theory 
Engage methods experts & people 
Providing access & information 
Criterion: truth 

 

Problem solving 
Communicate, interpret & negotiate 
findings with intended audience 
Engage intended audience to interpret 
meanings & use 
Criterion: impact 

 

Theory building 
Create, elaborate & justify a theory by 
abduction, deduction & induction 
Engage knowledge experts in relevant 
disciplines & functions 
Criterion: validity 

 

Problem formulation 
Situate, ground, diagnose & infer the 
problem up close and from afar 
Engage those who experience & know 
the problem 
Criterion: relevance 

Model 

Reality 

Solution Theory Iterate & fit 

Figure 1: Engaged scholarship, diamond model (source: Van de Ven (2007), p. 10)
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3.3 Which method of data collection and analysis will be 
adopted?

In the previous chapter it was established that the field that is studied study can be 

described as nascent (Edmondson and McManus, 2007). There are some ‘sensitiz-

ing’ theoretical concepts but no mature theory about the field problem that can be 

tested. In terms of Van de Ven (2007) this study operates in the context of discovery, 

not (yet) in the context of justification.

Based on these starting points, grounded theory method (GTM) is chosen as best 

suited methodology for data collection and analysis in this study. Several scholars 

have promoted grounded theory method (GMT) as suitable for applied management 

research (O’Reilly et.al., 2012; Kempster and Parry, 2011; Parry, 1998). Arguments 

they make are similar to what was stated earlier about Van de Ven’s (2007) engaged 

scholarship: 

• The method studies the theme in a ‘rich context’, that resembles the practitioners 

practice. Attempts to a-priori isolate certain variables from this rich context, based 

on literature studies, often lack practical relevance because this rich context might 

contain important elements that are not yet known and therefore are not present 

in the theoretical models available, certainly in a ‘nascent’ field of study.

• Grounded theory method is an approach with iterative elements. The method of 

constant comparison might lead to new emerging core categories. Via theoretical 

sampling this can lead to new cases being selected to further examine these cat-

egories. This is appropriate for a design oriented study, where the desired output 

is not a ‘true or false’ statement with regard to an a-priori theoretical assumption, 

but the best possible practical design to tackle a practitioners task in the rich 

context in which they have to perform that task. 

• Contra-indications for the method are that it is not suited for problems that are 

already very well studied, of which there are already ‘saturated’ core categories. 

That does not seem to be the case for this study. 

3.4 What format is suited for the desired output?

The desired outcome of this study is offering solutions to practitioner’s problems in 

the field. These solutions require insight in the variables that cause these problems, 

but discovering these variables is not the same as offering solutions to solving the 

practical problem. Van Aken (2004, p. 220) states: ”Understanding a problem is only 

halfway to solving it. The second half is to develop and test (alternative) solutions. 
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Understanding the sources of resistance to certain organizational changes still leaves 

undone the task of developing sound change programs. Understanding the reasons 

for delay in New Product Development still leaves undone the task of developing 

successful strategies.”

To deliver the other half, Van Aken advocates what he calls the ‘paradigm of design 

science’. Van Aken distinguishes three ‘categories of scientific discipline’:

(1) The formal sciences, such as philosophy and mathematics.

(2) The explanatory sciences, such as the natural sciences and major sections of the 

social sciences.

(3) The design sciences, such as engineering sciences, medical sciences and modern 

psychotherapy (Van Aken, 2004, p. 224).

Practical solutions involve design effort

The aim of design sciences is to develop and test practical solutions to problems that 

are both relevant for practitioners and scientifically sound. Romme (2003) has advo-

cated the design approach for applied organizational studies. The ‘problem solving’ 

block in Van de Ven’s diamond model (Van de Ven, 2007) entails a design effort. 

Basic principles of design research

The designing process of a solution to a field problem generally consists of the fol-

lowing steps (adapted from Van Aken et al., 2011, p.49):

1. Awareness of a field problem, establishing a need of practitioners.

2. Analyzing the field problem, through literature study of basic or applied research 

and field research.

3. Formulating requirements (functional, operational) for a problem solving design.

4. Producing a rough sketch of the design.

5. Producing the details.

6. Producing the full design: in what context, what type of intervention, through 

which mechanisms, produces what type of desired outcome (CIMO logic, Denver 

et. al. 2008, see table below). 

7. Alpha testing the design, this means getting input on its effectiveness from fellow 

researchers.

8. Beta testing it, which means getting feedback from practitioners.

9. Rewriting and retesting (alpha and beta), as often as necessary to achieve a satis-

fying result.

10. Presenting the final design in a manner that is suited for practitioners.
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In this study the steps 1 to 6 of these 10 steps are addressed. The ultimate goal is to 

contribute to the production of knowledge of the different components of the ‘CIMO’ 

model. The components of this model are described in the table below.

3.5 Research design applied to the research questions

As stated in the overview, these are the research questions of this study:

1. What are the experiences ‘on the ground’ of entrepreneurs participating in an ERDF 

subsidy program? 

Is it easy to get access to the subsidy program? Is there lots of red tape involved? 

What stages in the subsidizing process can be recognized from the viewpoint of the 

participating entrepreneurs? Does engaging this subsidizing party in the process 

inhibit the flexibility of the innovating entrepreneur? 

2. Which other parties are involved and how do they interact?

Which internal and external parties might become involved in the different stages of 

the subsidizing process on the side of the innovating entrepreneur? Which on the side 

of the subsidizing agency? 

3. How do all parties evaluate the subsidizing process and what suggestions would they 

have to improve the effectiveness or the efficiency of this state intervention?

The possible clash between entrepreneurial flexibility needs on the one hand and 

the need of transparency, control and accountability of the executing agency is one 

of the issues that will be addressed. Also, other issues on the effectiveness and ef-

ficiency of the subsidizing process might emerge. 

4. Which hurdles in the subsidizing process can be identified and how could they be fixed? 

Hurdles that can be identified can come directly from the evaluations from the par-

ticipants or from reflecting upon them and further literature study on the themes 

that might emerge in the previous stages.

5. Which actors would be involved and what interventions should they put into practice? 

What, if anything, have they done so far on these issues and what can be learned from 

that?

Finally, when ‘hurdles’ are identified and possible interventions are designed, the 

actors that should take action will be looked at in more detail. Which parties would be 

involved? Are they aware of these issues? Is there support from these parties for the 
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interventions or do they clash with their views or interests? Have there been previous 

actions to remedy shortcomings in the arrangements with regard to effectiveness or 

efficiency? If so, what can be learned from them? 

Research questions and methodological approach

What research approach is used for these research questions?

Questions 1, 2 and 3: Grounded theory

The questions 1, 2 and 3 are about the experiences of the entrepreneurs who re-

ceive subsidies. They will be answered using the grounded theory approach. The 

preliminary literature review has revealed that the field is ‘nascent’. Grounded theory 

provides an approach suitable for entering such unchartered territory. No record of 

entrepreneurial experiences participating in subsidy arrangements is available up 

until now. There are some notions of what issues might be relevant, but those are 

not confirmed by research. There might also be other issues that are not known yet. 

Table 3, CIMO model (source: Denver et al., 2008, p. 397)

Component Explanation

Context (C) The surrounding (external and internal environment) factors and the human 
actors that influence behavioral change. They include features such as:
• age, experience, competency, 
• organizational politics and power, 
• the nature of the technical system, 
• organizational stability, uncertainty,
• system interdependencies. 

Interventions are always embedded in a social system and will be affected by at 
least four contextual layers: 
• the individual characteristics
• interpersonal relationships,
• institutional setting, ,
• the wider infrastructural system.

Interventions ((I) The interventions managers have at their disposal to influence behavior. For 
example, leadership style, planning and control systems, training, performance 
management. It is important to note that it is necessary to examine not just 
the nature of the intervention but also how it is implemented. Furthermore, 
interventions carry with them hypotheses, which may or may not be shared. For 
example: ‘financial incentives will lead to higher worker motivation’.

Mechanism (M) The mechanism that in a certain context is triggered by the intervention. For 
instance, empowerment offers employees the means to contribute to some 
activity beyond their normal tasks or outside their normal sphere of interest, 
which then prompts participation and responsibility, offering the potential of 
long-term benefits to them and/or to their organization.

Outcome (O) The outcome of the intervention in its various aspects, such as performance 
improvement, cost reduction or low error rates.
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The practitioners should be involved in the problem formulation, as they are one of 

the corner stones of the engaged scholarship approach. Grounded theory provides a 

methodology that is suited for this.

Semi-structured interviews were conducted with the main parties involved, innovat-

ing entrepreneurs who participated in an ERDF subsidy arrangement. Also, to validate 

the results by using triangulation, the executor of the OP Zuid arrangement, a subsidy 

advisor and an intermediary were interviewed. The interviews were transcribed and 

analysed.

Question 4: design approach

Which hurdles in the subsidizing process can be identified and how could they be 

fixed? The hurdles are identified in the grounded theory analysis. The proposed 

interventions to fix them are partly derived from the suggestions for improvement 

the interviewees made themselves and partly the product of the ‘creative leap’ from 

analysis to solutions that is typical for the design research approach. 

Question 5: design approach

Which actors would be involved and what interventions should they put into practice? 

What, if anything, have they done so far on these issues and what can be learned from 

that? These questions are answered through further analysis of the interventions, 

their interconnections and the context in which they are to ‘land’, in the tradition 

of design approach and engaged scholarship. A desk study is done to assess which 

parties would be involved, their awareness of the issues, previous actions to remedy 

shortcomings and lessons learned from these actions. 

To summarize the methodological choices made: 

• The engaged scholarship approach (Van de Ven, 2007) is adopted as a general 

framework.

• Grounded theory method is used to explore and evaluate the interactions be-

tween the parties involved in the subsidizing process. 

• The design approach is used for developing interventions. 
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3.6 Practical approach to the research

The following steps were taken:

1.

Networking to promote the research theme and the relevance for the players in the 

field. By doing so, recruiting ‘sponsors’ who can be interviewed or can be intermediar-

ies to approach relevant interviewees. This resulted in a contact with an ‘intermedi-

ate’ official, working for the ‘Limburg Development Company’ (see next chapter for 

a further introduction of the parties who were involved). He delivered a list of names 

and email addresses of ten companies who had recently finished an OP Zuid subsidy 

project. They were contacted by email and seven of them were willing to share their 

experiences. The eighth entrepreneur who was interviewed was found through one 

of the promoters and was an alumnus of the TU Eindhoven. The contacts with the 

subsidy advisor and the official from the organisation who was the executor of the 

subsidy arrangement (nicknamed ‘Incentive’ in the next chapter) were also estab-

lished through the intermediate party.

2.

Interviewing the respondents, using a semi-structured questionnaire (see appendix 1).
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3.

After every interview: 

• Transcribing the whole interview. 

• Analyse the interview by ‘tagging’ the interview, starting with tagging the central 

themes (mother tags) in the research questions (as recommended by Miles and 

Huberman, 1994), using the qualitative analyses app Nvivo.

• Keeping track of emergent themes and reflections on the content by ‘memoing’ 

(Glaser, 1992). 

• Adding new elements to the semi-structured questionnaire as a result of ‘ongoing 

insight’ (iterative approach).

• Using the ‘constant comparison’ approach (Glaser, 1992) to refine the coding tags. 

Recoding previous interviews accordingly. Thus building a ‘code tree’ in which the 

emerging themes and subthemes are structured (see appendix 2 ).

• Discussing the evolving tags with the promotors, who followed the tagging pro-

cess in every step and who have seen the transcription and the tags that were at-

tached to quotes in them of every interview. No independent tagging by another 

researcher was done, but the tagging process was scrutinized by the promoters to 

minimize biases.

4.

When the emerging themes were ‘saturated’: writing the empirical chapter, using the 

coding tree as a means of structuring the results.

5.

Drawing conclusions with regard to aspects of the subsidizing processes that have a 

negative effect on the effectiveness or the efficiency of these processes.

6.

Formulating preliminary CIMO boxes with possible interventions to address these 

aspects, by making the ‘creative leap’ (abduction).

7.

Doing a second literature study, in which the support of the other actors involved in 

the preliminary interventions is assessed. 

8.

Formulating the final interventions, in the form of CIMO boxes.
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3.7 Summary

In this chapter, the hybrid research design was described. The engaged scholarship 

approach (Van de Ven, 2007) is adopted as a general framework. Grounded theory 

method is used to explore and evaluate the interactions between the parties involved 

in the subsidizing process. Design research is used for developing interventions. 

Testing and rewriting/retesting the design is not included in this study. Also in this 

chapter the practical approach of this research is described, including the way the 

interviewees were approached and how others were involved in tagging process to 

create intersubjectivity and minimize biases.
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Chapter 4
Field studies

4.0 Introduction

In this chapter the OP Zuid subsidy arrangement is introduced. This arrangement is 

available for innovating entrepreneurs in the Dutch provinces of Limburg, Brabant 

and Zeeland and is a paid out of the European Regional Development Fund (ERDF). 

Also, the eight participating entrepreneurs, the executing agency, a subsidy advisor 

and an intermediate party are introduced. These parties were interviewed to gather 

insight in their experiences ‘on the ground’ with the OP Zuid subsidy arrangement.
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4.1 Subsidy arrangement: OP Zuid 

As stated before, the OP Zuid subsidy arrangement was chosen as an entrance into 

the field of subsidized innovation. It is an arrangement that is paid from the European 

Regional Development Fund (ERDF), which is part of the EU Cohesion Fund. The EU 

Cohesion Fund is aimed at strengthening the EC economy and regional development 

and consists of three arrangements:

• ‘European Regional Development Fund (ERDF): aims to strengthen regional eco-

nomic and social cohesion by investing in growth- enhancing sectors to improve 

competitiveness and create jobs. The ERDF also finances cross-border co-opera-

tion projects. 

• European Social Fund (ESF): invests in people, with a focus on improving employ-

ment and education opportunities. It also aims to help disadvantaged people at 

risk of poverty or social exclusion. 

• Cohesion Fund: invests in green growth and sustainable development, and 

improves connectivity in Member States with a GDP below 90 % of the EU-27 aver-

age. ‘ (European Commission, 2014, p.4)

Relevance of ERDF for subsidized innovation in SMEs

The Cohesion fund spends about one third of the total EC’s budget. In the period of 

2014-2010 this budget is reported to be 1082 billion Euro, of which about 350 billion 

goes to the Cohesion Policy (European Commission, 2014). Of this 350 billion, around 

280 billion go to the European Regional Development Fund (European Commission, 

2018). The European Regional Development Fund is the biggest fund available for 

innovating entrepreneurs. The only alternative is the EU Horizon program, which is 

much smaller with a budget of 75 million Euro for the 2014-2020 period (European 

Commission, 2018). The ERDF fund is also important for the Netherlands. Dutch com-

panies are projected to receive about half a billion Euro out of this fund in the 2014-

2020 period (Europa nu, 2018).

Representativeness

To what extend can experiences with the OP Zuid arrangement be seen as good 

representations of entrepreneurial experiences with subsidized innovation practices? 

With regard to the role of forecasting activities and accounting and reporting obliga-

tions this arrangement is described as pretty ‘heavy’ in the eyes of the parties that 

were interviewed. National and local arrangements are reported as ‘light’ variants of 

the OP Zuid regime that was studied. 
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The arrangement can, however, be seen as representative for European subsidy 

arrangements. The ERDF requirements apply all through Europe and the OP Zuid 

arrangement is tailor-made by the executing agency to fit the strict requirements of 

the ERFD. The interventions developed in this study can be of value for other subsidy 

arrangements only to the degree that they resemble the OP Zuid arrangement and its 

execution practices. That is one of the limitations of this study.

4.2 Executing parties

4.2.1 Main executing party: Incentive4

The OP Zuid arrangement is available for entrepreneurs in the Dutch provinces of 

Limburg, Brabant and Zeeland. Its main executioner is the organization Incentive, 

which is located in Eindhoven. This organization employs about 20 fte of staff, with 

legal and financial-administrative expertise. The organization has a core staff of 

only about 4 or 5 fte, the rest is employed on a project base, mostly attached to the 

running time of specific arrangements which they execute. This running time for the 

different tranches of the OP Zuid arrangement is usually about 7 years. 

Incentive is an organization grounded by the Dutch Province Brabant in the context 

of large unemployment and qualitative mismatches on the employment market, due 

to the rise and (sometimes temporarily) fall of the automobile industry (DAF) and 

the electronics industry (Philips) in that province. Incentive does not only execute 

arrangements, but also writes them. When the European community allocates funds 

to promote innovative entrepreneurship in SMEs, member states or regions can put 

forward proposals that fit the goals and the administrative regime that is manda-

tory within this context. Incentive wrote the OP Zuid arrangement for the provinces 

Limburg, Brabant and Zeeland and the EC accepted that arrangement as suitable for 

funding.

The practical involvement of Incentive in the execution of these arrangements can be 

summarized in the following steps:

• Announcing that the arrangement is open for applications from SME entrepre-

neurs.

• Performing a first assessment of incoming applications, having contact (mostly by 

email) with the applying companies to inform them in more detail about what is 

mandatory and the degree to which the initial application meets these demands.

4  Because anonymity was promised to the interviewees, the names of the parties involved are changed
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• If the application is regarded as satisfactory, putting it forward to a panel of 

experts which assesses the innovative elements and the technical details of the 

project plan. This panel provides go or no-go decision on technical grounds.

• Informing the entrepreneurs of this decision. Advising them further on adminis-

trative procedures that should be followed.

• Receiving half-year progress reports. Advising the entrepreneur about how to act 

if there are deviations from the initial plan or the budgets that are granted for the 

different elements of the project. Deciding on changes of plan the entrepreneur 

has reported through a website form that is developed for this purpose. Providing 

the next tranche of the money if all is satisfactory.

• Doing a final assessment if the end of the subsidy period is reached. Deciding on 

request to prolong the running time of the project if it is not finished yet.

4.2.2 Other parties involved
Besides Incentive, a range of other parties, private or public, are involved:

• EC officials. They can initiate extra controls on an individual subsidized project or 

an executing party in one of the countries or regions involved if they deem this 

necessary. 

• In Limburg: the Limburg Development Company (LDC)5. They advise entrepreneurs 

on available arrangements and function as intermediaries to, among others, the 

OP Zuid arrangement.

• Private subsidy advisors. They also inform companies of available arrangement. 

Furthermore they assist the entrepreneurs to different degrees in the writing 

of the applications, setting up an appropriate administrative organization, doing 

progress reports, asking permission to change the plan and writing the final report 

at the end of the project.

• Accountants. Often an accountant approval is mandatory at the end of the project.

4.3 Participating SMEs

Eight companies participated in this study. Ten companies where asked to participate. 

They were selected because they had fairly recently finished an OP Zuid subsidized 

project. Of these ten companies, eight expressed their willingness to participate. 

This participation consisted of getting interviewed by the researcher about their 

experiences with the OP-Zuid subsidy arrangements. The interviews were recorded, 

subscribed and analyzed.

5  This is not the real name of the company, for reasons of anonymity all participating companies are referred to by 
nicknames. 
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Now these SMEs will be described in more detail. Because anonymity was guaranteed, 

their real names will not be used. They will be referred to by nicknames. 

4.3.1 The Machinery Group 
The Machinery Group is a holding of eight SMEs, grounded by the same entrepreneur. 

The holding employs about 125 people. All of the enterprises see innovation as one 

of their prime activities. 

The Machinery Group as a whole is specialized in providing technicians that can be 

hired to perform technical services for factories and in the developing of machinery 

for industrial processes. One of its activities is making dough machines for industrial 

bakeries. These dough machines must have different specifications for every product, 

kind of dough or context in which the machinery is operated. The machinery group 

delivers its tailor made machines to a worldwide market. There are only a handful 

of competitors in this highly specialized market, according to the director of the 

company.

The OP Zuid subsidized innovation process was about inventing a production line 

that can deliver dough to a bakery production line in a constant stream instead of 

in batches. A process innovation that reduces the amount of adjustments that are 

necessary in the rest of the production line and that enhances the quality of the final 

product.

For this research, the founder/owner/CEO of the Machinery Group and the holding 

to which this company belongs was interviewed. As he describes himself: a self-made 

man without relevant educational background but with a ‘feeling’ for technical is-

sues, who started his first company in the early eighties at the age of 24 because 

entrepreneurship was his only option to ‘achieve the quality of life’ which he aspired. 

4.3.2 The Carton Factory
The Carton Factory is a family business that employs 35 people. The company was 

founded in the early sixties by the father of the present owner. He used his experi-

ence as a baker to start a wholesale business in bakery necessities. 

The core-business of the carton factory today is providing carton or paper products 

with prints on them for mainly the food (f.i. packages for bakery products) but also for 

the non-food industry. (f.i. beermats/coasters).
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The OP Zuid subsidized innovation project was about developing a process to print 

food packages with eatable, non-toxic ink. According to the owner no such materials 

and techniques exist up to this moment. Food can come into contact with the ink on 

the package and this can in theory be detrimental to the health of the consumers of 

this food. 

The present owner/CEO and the firm’s administrator were interviewed for this re-

search. 

4.3.3 The Mushroom Machinery
This family business started out as a recycling business for second hand machinery that 

is used in growing, harvesting and storing mushrooms. Round the turn of the century 

the company started to build new tailor made machinery to grow mushrooms. They 

have since then delivered systems worldwide, for instance in China, South Africa,, 

Australia, Italy and Switzerland. Differences in circumstances like climate, availability 

of raw materials, environmental law and cost of labor lead to differences desired 

specifications for the mushroom growing machinery. That is why the machinery sold 

is mostly tailor made to meet these specifications.

The subsidized innovation project was about developing a system for completer 

separation and reuse of residue materials like fertilizers and soil.

For this research the CEO/owner of The Mushroom Machinery was interviewed.

4.3.4 The Paper Money Destructors
This company was grounded more than a century ago as an engineering company. It 

employs about 90 people. 

In the last 25 years it specialized in ‘disintegration’ of paper money. They deliver tailor 

made machinery for this purpose to national banks of countries all over the world (f.i. 

China, India, Indonesia). Each country has its own laws concerning the destruction of 

paper money, resulting in different functional specifications for machinery to destruct 

paper money that the national banks want to take out of circulation. The company 

claims to cover about 70 % of the worldwide market for this type of machinery. 

The company is also a part of a holding, which employs 3.000 people worldwide, 

mostly in India, where they are specialized in transporting money.
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The OP Zuid innovation project was about developing a new type of ‘bundle checking 

system’ that can meet new emerging specifications in this market.

The firm’s CEO and the chief administrator were interviewed for this research. 

4.3.5 The Optical Company
The Optical Company was founded in the thirties of the last century, by a German 

manufacturer of photo lenses. The company builds tailor-made lenses for highly 

specialized military equipment and delivers to a worldwide market. In the lenses 

business, the company only delivers equipment on order and the delivery time is in 

average around three years. The customers pay the Optical Company in advance for 

all the development that is done on their behalf. 

Besides this business, the Optical Company also has a clean room production facility 

in which parts are produces for a large Chip machine company, to their design.

The Optical Companies employs about 100 people.

The innovation project for which subsidy was received was about building a high 

resolution color camera for use in army and navy applications and conditions.

The head of the administration of this firm was interviewed. 

4.3.6 The Micro-droplet Manufacturers 
This is a high tech start-up, originated from the Technical University of Eindhoven. The 

company started about 6 years. Their goal was to develop marketable applications for 

a patented technique that one of the two founders had developed on the campus of 

the Technical University. This technique is about producing micro-droplets in a way 

that makes it possible to control their size to a degree that was not possible with 

existing techniques.

After the start-up, the Micro-droplet Manufacturers grew to seven employees in the 

years that followed. After 4 years, however, due to not having much success in finding 

a viable market for their product (or service, they had difficulties choosing their busi-

ness model) they had to cut down their size to the core again, the two founders. Now 

they have incorporated their technique in a machine that they try to sell to parties in 

the pharmacy business.
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From the start of this company, one of the founders was constantly busy trying to 

acquire the money they needed to build prototypes, experiment with different fluids 

and trying to boost the quantity of micro-droplets that can be produced in a certain 

time frame. Besides loans they used different forms of subsidy for this goal, among 

which are Eurostart (technostarters), STW and environment and technology subsidy 

programs.

The founder of this company who was responsible for this aspect of the business was 

interviewed.

4.3.7 The Donor Organ Deliverers
This is also a high tech start up. The company was founded in 2012 by a medical 

professional who, in collaboration with a professor from a university hospital, had 

developed a technique to preserve donor organs in such a way that they can be used 

up to 48 hours after they have been distracted from the donor’s body instead of 12 to 

16 hours with conventional techniques. 

The company resides in an incubator building near another university hospital and 

employs 3 people.

The subsidized innovation project was aimed at further developing the patented 

donor organ preservation technique and getting it ready for the certification process 

that is mandatory before entering the worldwide market. 

For the initial building of the prototype box that plays a central role in the technique 

a ’Limburg Makers’ subsidy was received. This is an arrangement that is executed by 

LIOF and that is aimed at promoting the manufacturing sector. For the next phase 

the company applied for an OP Zuid subsidy. After this application was approved, the 

company got into a conflict with Incentive, because Incentive changed the conditions 

in such a way that a major part of the investment the company had pre-financed could 

no longer be reimbursed. Incentive did this because the European Community had 

suddenly changed the interpretation of the rules. Dozens of companies were affected 

by this unexpected decision of the EC. Questions about this have been asked in the 

Dutch national parliament.

For this research, the medical director/founder of the firm was interviewed.
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4.2.8 The Gadget Building Company
This is a company that is specialized in developing biomedical technical instruments. 

The company employs 16 people and holds dozens of patents on biomedical technical 

equipment, and resides in an incubator building near a university hospital (the same 

building as the Donor Organ Deliverers).

The innovation project that was subsidized was about ‘smart textile’, textile with 

build in technical functions. For this project a LED (Limburg Economic Development) 

subsidy was received. The company also had participated in several other subsidy ar-

rangements, such as OP Zuid, Limburg Makers and GCS (Gemeenschappelijke Cluster 

Samenwerking).

One of the two owners of the company was interviewed.

4.4 Other parties that participated

Besides these eight entrepreneurs, three other parties that are involved in the 

execution of subsidy arrangement were interviewed. Nicknames are used, because 

anonymity was guaranteed.

4.4.1 Incentive. 
This is the main executor of the Op Zuid and also of a range of other subsidy ar-

rangements. In the beginning of this chapter the involvement of Incentive in the OP 

Zuid arrangement was described. One ne of the program managers of Incentive was 

interviewed. This person has been involved with the OP Zuid arrangement starting 

2008, and is one of the authors of the current arrangement.

4.4.2 The Limburg Development Company (LDC)
This is an organization that initiates and executes a range of subsidy arrangements in 

the Dutch province of Limburg. Besides subsidizing the company can also participate 

in firms they wish to support. For this research a senior innovation advisor was inter-

viewed.

4.4.3 The Subsidy Advisors
The Subsidy Advisors is a company that is specialized in helping entrepreneurs with 

subsidy arrangements. They advise the entrepreneurs on suitable arrangements, 

write the application or assist them writing it, help them set up the accounting system, 

assist the entrepreneur with the progress reports and help them with the final report.
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From this organization the founder/owner, who has been working in this branch for 

about 25 years, was interviewed.

4.5 Summary

In this chapter, the OP Zuid subsidy arrangements is introduced. This arrangement is 

available for innovating entrepreneurs in the Dutch provinces of Limburg, Brabant 

and Zeeland and is a paid out of the European Regional Development Fund (ERDF). 

The arrangement is tailor-made by the executing agency to fit the strict requirements 

of the ERFD. Also, the eight participating entrepreneurs, the executing agency, a 

subsidy advisor and an intermediate party who were interviewed, were introduced 

in this chapter.







Chapter 5
The subsidizing process as seen by the parties involved

5.0 Introduction

This chapter contains the results of the qualitative data collection and the analysis of 

these data. In this chapter the first three research questions are answered: (1) What 

are the experiences ‘on the ground’ of entrepreneurs participating in an ERDF subsidy 

program, aimed at promoting innovation? (2) Which other parties are involved and 

how do they interact? (3) How do all parties evaluate the subsidizing process and 

what suggestions would they have to improve the effectiveness or the efficiency of 

this state intervention?

All interviews were recorded and transcribed. A first open coding round was con-

ducted in Word, in the original document. Then the about 240 pages of transcriptions 

were loaded into the Nvivo qualitative analyses program for further analysis.

In appendix 2, the process of coding and the codes that emerged is described. Each 

interview started with questions about the company and the innovation project that 

was undertaken. Then the involvement of the subsidizing party was discussed in detail, 

starting with how the entrepreneur received the information about an arrangement 

that was available and could be suitable. The interview ended with suggestions for 

improvement, in the arrangement, the execution of the arrangement or in the way of 

handling the different stages of the process by the entrepreneur. 
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Four stages of the subsidizing process emerged from the interviews with the entre-

preneurs and the executing parties and the subsidy advisor. These stages are:

1. Finding an appropriate subsidy arrangement. 

This is the first ‘hurdle’ to be taken by an entrepreneur who seeks additional finance 

for his innovation effort. All interviewed entrepreneurs expressed that it is difficult 

for an entrepreneur to assess the various possibilities for an entrepreneur to get 

access to additional finance. What arrangements are available, what goals are to be 

met? Can the company handle the administrative burden that is involved? Will the 

money be available in the right timing? Most of them use the help of a subsidy advisor 

to connect them to an arrangement that is suited. The executing parties and the sub-

sidy advisor also stated that it is difficult for an entrepreneur to correctly interpret 

the goals of the different arrangements without professional help.

2. Writing the application and setting up the administrative procedures and processes. 

This entails understanding the details of the arrangement, the goals that must be 

met, the criteria that are applied and the data that the innovating entrepreneur must 

be able to produce in the application, the subsequent progress reports and the final 

report. Writing the application is a difficult task for an inexperienced entrepreneur. 

What elements must be stressed? How to formulate the plans in such terms that a 

fit with the outcome goals of an arrangement is accomplished? And how to set up an 

appropriate accounting system, so that the relevant data can be produced? The in-

terviews with the entrepreneurs showed that they varied in the level of competence 

regarding the data collection and delivering the progress reports in the right formats. 

The accounting professionals reported that for them it was a learning process. For 

the executing parties, the task at this stage is to advise and help the entrepreneur to 

take this hurdle. Delivering all the mandatory details and setting up an appropriate 

administration was stressed as an important success factor by these parties.

3. Undertaking the innovative efforts for which the money is granted.

On top of the innovation effort this entails collecting the data necessary for the prog-

ress reports and reporting these data in the formats that are prescribed. Also it can 

entail informing the subsidizing party in the prescribed way when the project deviates 

from the plan that was submitted, and communicating to explain these deviations 

and get them to accept the new course of action without jeopardizing the subsidy.

4. Doing the final report at the end of the period or at the end of the project. 

This might entail asking for more time if the project is not finished as planned. Also 

it entails dealing with control activities from accountants, the executing party and, 
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sometimes, European community functionaries that want to see the books. The sub-

sidy advisor stressed that they refuse clients who do not let them help with setting 

up the administration and writing the fi nal report, because that, in their opinion, is a 

recipe for failure.

The fi ndings regarding these four stages are presented in this chapter. Also an over-

view of the explicit suggestions of the interviewees for improvement with regard to 

that stage of the process is presented.

5.1 Finding an appropriate subsidy arrangement

The fi rst hurdle that is described is fi nding an appropriate subsidy arrangement for 

the entrepreneur who wants to innovate and seeks additional money. The results as 

they emerged from the tagging process are presented. These were the initial ‘tags’ 

and emerging ‘baby tags’ that were used to group the relevant quotes about what the 

experiences of these interviewees were at this stage in the process.

5.1.1 Parties and interactions involved
In this sample of innovating entrepreneurs, three groups could be identifi ed with re-

gard to their expertise in fi nding subsidy arrangements that could be suited to satisfy 

their need for extra fi nance:

5.1 Finding an appropriate subsidy arrangement 

 
 

 

 

 

 

 

 

 

 

 
 
The first hurdle that is described is finding an appropriate subsidy arrangement for the entrepreneur 
who wants to innovate and seeks additional money. The results as they emerged from the tagging 
process are presented. These were the initial ‘tags’ and emerging ‘baby tags’ that were used to group 
the relevant quotes about what the experiences of these interviewees were at this stage in the 
process. 
 

Tags Baby tags 
5.1.1. Parties and interactions 
involved 
 

 Structural contacts with subsidy advisor 
 Using one’s own expertise 
 Ad hoc information about available arrangements 

5.1.2. Transparency of available 
arrangements 
 

 

5.1.3. Innovation projects that 
make a good match 
 

Project type 
 Market and technology must be known 
 New combinations might be judged as not innovative 
 Business to business is preferred over business to 

consumer 
 Series oriented, not tailor-made for customer 

Project stage 
 

5.1.4. Explicit suggestions for 
improvement by the interviewees 

 More transparency 
 Arrangements suitable for each project phase 

 

Stage 1 

Finding an 
appropriate 

subsidy 
arrangement 

Stage 2 

Writing the 
application and 
setting up the 
administrative 

procedures and 
processes 

Stage 3 

Undertaking the 
innovative efforts 

for which the 
money is granted. 
Collecting the data 
that are necessary 

for the progress 
reports. Reporting 
these data in the 
formats that are 

prescribed 

Stage 4 

Doing the final 
report at the end 

of the period or at 
the end of the 

project 



Chapter 5

62

Tags Baby tags

5.1.1. Parties and interactions 
involved

• Structural contacts with subsidy advisor
• Using one’s own expertise
• Ad hoc information about available arrangements

5.1.2. Transparency of available 
arrangements

5.1.3. Innovation projects that 
make a good match

Project type
• Market and technology must be known
• New combinations might be judged as not innovative
• Business to business is preferred over business to consumer
• Series oriented, not tailor-made for customer
Project stage

5.1.4. Explicit suggestions for 
improvement by the interviewees

• More transparency
• Arrangements suitable for each project phase

A. Structural contacts with subsidy advisor

Four out of eight of the entrepreneurs that were interviewed used some kind of pro-

fessional external subsidy advisor to inform them on available subsidy arrangements. 

The subsidy advisors emerged immediately as a very important party in the world of 

subsidized innovation. There are dozens of arrangements which are available for an 

entrepreneur. Some structural, available all the time, others temporarily, with fixed 

closing times. All of the arrangements have been developed to promote different 

policy goals that are difficult to understand for a non-specialist. Some are suitable 

for only certain project phases. Some place a heavy administrative burden on the 

entrepreneur, others are relatively simple in this aspect. A good subsidy advisor can 

be a very important asset for an entrepreneur who wants to avoid fruitless efforts to 

obtain a subsidy or difficulties in fulfilling the administrative requirements.

B. Using one’s own expertise

Two out the eight companies used their own expertise to find suitable arrangements. 

These companies had built a large experience in dealing with subsidy arrangements 

and that made it possible for them to find their way without support of specialized 

subsidy advisor. 

C. Ad hoc information about available arrangements

Another two out of eight were not highly experienced and also had no structural 

support from a professional subsidy advisor. They operated more on an ad hoc basis. 
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A. Structural contacts with subsidy advisor

A few times each year the entrepreneurs in this group meet with their subsidy advisor 

and talk about the projects the company is involved in and will be involved in, in the 

near future. Then the subsidy advisor informs them about arrangements that might 

be suitable for extra finance. 

The Machinery Group
The project, how did you read about the new OP Zuid arrangement? The requirements you 

would have to meet?

Well, look, I am very pragmatically in these things. I am not someone who is going to read the 

small print. But you get, eh, you know quickly if there are subsidies in the market. LDC (Limburg 

Development Company) plays a very important role in this. They do that very well I think.

You got the information from the LDC website? 

No, we got it from P&O, which is a subsidy advisor. Eh, yes, that is a subsidy advisor, and they 

visit you regularly. They know that you innovate and suggest such subsidy arrangements.

The Paper Money Destructors
Well, we have been using subsidies for a long time now. There was a period that we did it 

ourselves, watching the developments in subsidy arrangements. But, well, I don’t have the time 

to deal with that all the time. And so we decided to work with P&O again, to see, well, they have 

to keep on scouting, you know what we are doing and what is going on inside our company. And 

what subsidies could be suitable for that. That is the idea behind it.

Do you have a fixed arrangement with this subsidy advisor, or does he drop by on his own initiative? 

We have a fixed arrangement. One, or two, three times a year we get together. Than we run 

through the projects together. And then we determine how we are going to secure the subsidy, 

what would be applicable and so forth. That’s the way we do it.

The Donor Organ Deliverers and The Gadget Building Company reported similar 

structural contacts with specialized subsidy advisors who informed them about avail-

able subsidy arrangements for ongoing or upcoming innovation projects.

B. Using one’s own expertise

Two entrepreneurs reported they had no assistance at all in selecting appropriate 

subsidy arrangements. One is a high-tech starter with a business education and a high 

degree of sophistication in these matters. This company also received support from a 

Technical University incubator project to develop the necessary know-how.

The Micro-droplet Manufacturers
I think we have been fairly successful in producing applications for several programs. And one of 

the things we did was always get an appointment with the distributing party. To see what they 

think is important, what will they scrutinize. The question of, well, we have written a plan, would 

you go through it again. Do you miss certain items? That always contributed to an easier passage.



Chapter 5

64

The Optical Company

The Optical Company is also experienced in dealing with subsidy arrangements. They 

reported that they receive information of available subsidy arrangements exclusively 

from LDC and that they do not have any assistance from a specialized subsidy advisor 

in selecting suitable arrangements.

C. Ad hoc information about available arrangements

The Carton Factory and The Mushroom Machinery operate more on an ad hoc base. 

These entrepreneurs are less sophisticated when it comes to finding suitable arrange-

ments. 

The Carton Factory
Well, then we got into contact with the OP Zuid project, to pick it up again. Brought to our 

attention by a, by now self-employed innovation advisor, he also lives here in XX, who formerly 

worked for Syntens, the innovation center, for all his live. He became self-employed and brought 

this project to our attention.

We wanted to see if, with his knowledge and experience, I mean the man has been active for 30 

years in the, call it the innovative industry. To see if with his contacts, and with help from LDC, 

I mean they are behind this, behind OP Zuid, to see if we could, again, take a further step there. 

If in the end we could achieve ink that is safe for food.

The Mushroom Machinery
Where did you get the information about the subsidy arrangements available for such projects? 

Then I have to think hard. I think we got that from, indirectly from, yes, I know how we got that. 

We are a member of the ‘Ambachtshuis’ in Horst. Those are production companies who gather 

4 or 5 times a year to discuss common subjects or to receive information. Those were strictly 

production companies. This was brought to our attention, I think also by LDC itself. XX (from the 

Limburg Development Company, RH) or someone like that was there, there was information, or 

there was a question about, the topic was subsidies, for instance OK, what is happening. So in 

that meeting we got the information. And so in the end, through an external consultant, eh, we 

applied for the subsidy.

5.1.2 Transparency of available arrangements
The second tag used in analyzing these parts of the transcriptions was an ‘emerging’ 

one, not directly related to the main research questions. 

It turns out that it is not easy for a non-specialist to get an overview of the available 

subsidy arrangement, the type of projects that they are suited for, the administrative 

prerequisites and the intermediaries that could help produce such overview.
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The Carton Factory
I am a person who keeps up with a lot of things, I read a lot, I hear a lot, I’m also on the board of 

an enterprise association here, in... I regularly speak to other board members, also in Enterpris-

ing Venlo, so I know fairly well what is available in terms of organizations and arrangements 

and the like.

Well, you can’t see the wood for the trees. There is such a fragmentation, and that in a way, 

that by coincidence, because our works manager is in a running group with someone from the 

Greenport Innovation Centre, that you suddenly get into contact with them. 

I don’t understand that they don’t achieve results on that, simplifying it. Look, the fact that 

as a company, well I won’t say weekly, but monthly, you get approached by these so called 

subsidy advisors (…) the mere fact that those companies exist is a negative qualification for the 

whole subsidy scenery. That all those available subsidies lead to the consequence, that there 

are agencies that specialize in that, because a regular entrepreneur can’t see the wood for the 

trees. Does not know at all where he can apply for subsidy, for what type of projects.

The Subsidy Advisor that was interviewed confirmed this point of view regarding the 

transparency of available arrangements.

The Subsidy Advisor
That simply is a very complex matter. Certainly SMEs don’t have the expertise for that. The 

language government agencies use is fairly complex. And the rules they apply for subsidies are 

also very complex. So if you don’t, if you don’t study that, and know how the procedures operate 

and so forth, than you can totally get stuck on that as a company. And we made in into our 

profession, to help them with that, so that they can become useful tools for that target group. 

Yesterday I had a meeting with Limburg entrepreneur, and he wanted to submit a European 

application. He had done that three times before and none of them were accepted. And then 

you have to consider that it takes a huge amount of time, such an application. And I advised, the 

deadline was the 25th of November, I advised not to do it, but to go for another arrangement. 

Because the chances are better there and because I didn’t think the project had a good match 

with that European arrangement.

And that is so to speak my experience, and, yes, I can explain that quite well, to such a company, 

because I have seen a lot of this. So I can save them from entering such a trajectory and then 

end up disappointed.

So I don’t execute what he demands. I can put it in perspective, I can think about it. I think, 

no, for what you want that is not, that is a waste of our time, that is a waste of your time. We 

shouldn’t do that.

And that is expertise that, I have worked for 20 years to develop that, and you have to keep that 

very much alive of course. And that’s why I think it’s very important that these very experienced 

people are with the customers, and that they don’t send their juniors to do the job, using them 

to make the money for the firm. 
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5.1.3 Innovation projects that make a good match
Then tagging was done on remarks that were made on characteristics of an innova-

tion project that influence the chance of submitting a successful application for an 

innovation subsidy. What type or stage of project provides the best match with the 

OP Zuid arrangement and arrangements that are similar to that? 

5.1.3.1 Project types 

Four project characteristics that may contribute to a good match with the OP Zuid 

subsidy arrangement were found:

A. Market and technology must be known

B. New combinations might be judged as not innovative

C. Business to business is preferred over business to consumer

D. Series oriented, not tailor-made for customer

A. Market must be known..

Commercial viability is an important criterion used by executing parties who choose 

which projects to subsidize. This criterion favors market-pull type innovation projects 

as opposed to purely technology driven innovation processes. 

Of the entrepreneurs in the sample, only one (The Micro-droplet Manufacturers) was 

a technology push problem. In this case, finding a relevant market and persuading 

players on that market to use the new technique, was the desired outcome of the 

innovation process, not the starting point.

The Subsidy Advisor reported that in such cases the entrepreneur should sketch dif-

ferent scenarios or options for different markets.

The Subsidy Advisor
Look, what I see as a vision at this moment, that is applied by the government, is that they 

actually don’t want to subsidize things for which there is no market. So they want, actually for 

nearly every arrangement, they want to see a fairly firm business plan attached to it. And that 

is sometimes, when people are in the first stages of an innovation, fairly difficult to put that in 

concrete terms. I can understand very well, for that matter, that you don’t want to subsidize all 

sorts of developments as a government that perhaps lack societal relevance and for which there 

is no market. So I think as such it is a good idea that parties are compelled to think about that. 

But I do see it as a vision that keeps gaining weight in subsidy arrangements, that the business 

case is very important.

If you look at the difference between an entrepreneur who sets of his innovation with a clear 

market or a paying customer with specifications on the one hand, and on the other, here at 
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the University of Technology, for instance, a high tech starter who has a solution, in this case, 

the one I spoke with recently, he had a device with which he could control the size of droplets 

very precisely. He had a solution in search of a problem. He thought, well, in which production 

procedure could this produce an advantage? Do you notice differences in such cases?

Well, we will always, with such an entrepreneur, start thinking about, OK, you don’t know 

exactly what’s it gonna be at the moment, but we are going to hypothesize about that. Because 

you can’t do without a story, than you have no business case. So we are going to think about 

that, with the entrepreneur. And try to stimulate him, try to make clear, OK, droplets, where is 

that relevant, where could that be relevant? Is it something medical, is it perhaps also about 

blood, where could this be applied? 

And then you often see that the quality of the application is improving. If this enables you to say, 

OK, for now I choose these two or three market segments. It may well be that in reality it will be 

a fourth, but that is the implementation, that is less important. But you have to be able to paint 

a picture, and the more specific you are with that, the more believable it gets. To add something 

to that, or to drop something, that is always possible. There is no real check on that afterwards.

.. and technology must be known

On the other hand, only a description of a market problem the entrepreneur wishes 

to address is also not sufficient. In the sample, this was the case with The Carton 

Factory. They wanted to develop a material and a process that allowed them to print 

food containers with eatable material instead of possibly toxic ink. They did not know 

yet what material to print with and what type of press to print it with. Getting to know 

that was the desired outcome of the innovation process. 

To get the subsidy, an entrepreneur has to specify upfront the technology he wants 

to use and the parties and the activities involved. The Carton Factory did this and 

then deviated from the plan rapidly, which caused them to get only a fraction of the 

promised money. 

If a continuum of purely technology push or purely market pull innovation projects is 

sketched, projects on the extremes of this continuum have less chance of making a 

good match with requirements for innovation subsidies.
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The Gadget Building Company and the Donor Organs Deliverers stated that arrange-

ments like OP Zuid are not suitable for research projects (projects with a ’R-compo-

nent’), but make a better match with innovative projects that are in the development 

phase. 

The Gadget Building Company
If you have unresolved issues, then you don’t know exactly what you have to produce, so you 

are not able to deliver your specifications, product specification document that you want to 

give to the development group who then are going to execute this. What you don’t want is that 

halfway through you have to start a search process to determine how you.. That is the recipe 

to kill your planning.

I tend to conclude more and more that, only when the project reaches its implementation phase 

and the specifications can be produced, um, that people don’t apply for subsidies before that 

stage.

Yes, yes but for instance this here, the LED subsidy (Limburg Economic Development, RH), this 

could be placed in that category. (..) We are now simply producing beds that will later contain 

these sensors and we let people sleep on that and then after three months we are going to look 

what happens.

So you applied for subsidy for this?

Yes, Limburg Economic Development.

And there is was no problem that the specifications of the.. 

No. That LED project is typically, we said we were going to do it like this, we put it in that 

perspective, like here is a list of things we are going to do, and a part of that, in that R-phase, 

that is also presented as part of the project for which we applied subsidy for. And a selection 

board can accept or reject that. In this case they approved it. 

The Paper Money Destructors also made the distinction between projects with or 

without a ‘R component’ and stated that they don’t do research ‘in house’.

The Paper Money Destructors
Well, we have a fairly limited R&D group and the R is located mainly, well I think outside of the 

company, there we are searching for that more and more. Development we do ourselves within 

the company. But the R component, you really have to find that more and more with partners 

from outside the company. Look, camera technology, we don’t have expertise in that area. But 

others do have that experience.

On more and more issues I think that the most important task is to find good partners for these 

technological projects that enable you to produce good things fast, to achieve good results. Not 

trying to reinvent the wheel yourself, because you will not succeed I think, and that takes far 

too much time and money and we don’t want that and the time-to-market is important and we 

can’t afford to do that.
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But we are engaged in pushing that process more in that direction, yes. It used to be located 

too much internally, and now we are really taking this outside, trying to find good partners with 

whom we could develop this together. That is really what’s going on now.

B. New combinations might be judged as not innovative

It emerged from the interviews that a second theme on innovation projects that make 

a good match is the ‘newness’ of the innovation being developed. Two alternative 

routes that can lead to innovations:

• Defining the desired output (‘specs’, deliverables) and then delivering a project 

plan to build this relatively from scratch.

• Defining the desired outcome and then experimenting with new combinations of 

existing technology to produce this outcome.

The OP Zuid experts choosing the projects have difficulties with the latter approach. 

Such projects can be assessed as not innovative enough. 

65 
 

 
On more and more issues I think that the most important task is to find good partners for these 
technological projects that enable you to produce good things fast, to achieve good results. Not trying 
to reinvent the wheel yourself, because you will not succeed I think, and that takes far too much time 
and money and we don’t want that and the time-to-market is important and we can’t afford to do 
that. 

But we are engaged in pushing that process more in that direction, yes. It used to be located too much 
internally, and now we are really taking this outside, trying to find good partners with whom we could 
develop this together. That is really what’s going on now. 

 
B. New combinations might be judged as not innovative 

 
It emerged from the interviews that a second theme on innovation projects that make a good match 
is the ‘newness’ of the innovation being developed. Two alternative routes that can lead to 
innovations: 

 Defining the desired output (‘specs’, deliverables) and then delivering a project plan to build 
this relatively from scratch. 

 Defining the desired outcome and then experimenting with new combinations of existing 
technology to produce this outcome. 

The OP Zuid experts choosing the projects have difficulties with the latter approach. Such projects 
can be assessed as not innovative enough.  

 

 

 

 

 

 

Figure4: New combinations might be judged as not innovative 

 

  

Technology 
available   

Market needs 

New technology  

New technology for the branch 

Further development of existing 
technology 

New combinations of existing 
technologies 

 

 

Figure 4: New combinations might be judged as not innovative

Incentive
Would it be possible to develop a regime, in the sense of supporting arrangements, that would 

better suit a search-and-combine approach than a define and develop..

Yes, but the arrangement (OP Zuid, RH) is more aimed at define and develop

Um, first look at what is required, the market need, and then develop that from scratch.

Yes, you have to know the market a little bit, but for instance, combining those systems, system 

innovation or chain innovation, the arrangement is not so much aimed at that. We also have far 

less of these types of projects.

But really combining innovations, or technologies, and turn this into a new innovation, that 

doesn’t occur very much. Because then you learn that the committee of experts often says that 

it is not an innovation. This is advanced engineering. This is in a way advanced engineering 

which is logical.

The combining is OK, but, suppose, the combining of technologies in your own company, you 

already have two technologies and you combine them, then they say that this is just a common 
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further development of a company. This you would have, this you have to do anyhow to survive. 

So it’s more about design.

Yes, they are, filtered out in the selection process..

Yes, then the experts say, well, this is not new. What is new about it?

The Subsidy Advisor
Have you ever experienced that a search process continues while the project was defined as a 

from scratch development trajectory?

Yes, let me think if I can come up with of a good example. Yes, some things go so fast. Some 

areas of technology change so fast that as a matter of speech the moment you have written it 

down, reality has changed again. That of course is the case in ICT. And, I’m just thinking if that 

really caused a problem with a subsidy.

How I feel about it, the whole trajectory is, you have to describe it and you set out to do it, 

you planned it, but if people encounter something else that looks more interesting, then an 

entrepreneur of course would never, if he is sensible, say, yes, but the I’m going to execute the 

project whatever the cost. 

Mostly the description of the project is wide enough that that is permitted. But what, for 

instance, what you describe about a man who is going to combine existing technologies, that’s 

when subsidizing parties often say no, it should not be a combination, but you also have to 

create something new yourself. Or it should be so non-evident, this combination, that you can 

indicate what technical risks you face.

In this sample, The Carton Factory and The Mushroom Machinery expressed an ex-

plicit preference to produce innovations by recombining existing techniques, this to 

‘reduce the risk’ (The Mushroom Machinery). Their innovation efforts initially were 

not ‘define and develop’ projects, but ‘search and combine’. In order to get subsidy, 

they had to change their plans to fit the ‘define and develop’ template.

The Carton Factory
We were practically in contact with all the ink manufacturers in the world. And none of them 

had such type of ink and they said that there probably would also never be ink like this. First of 

all would it lead to lots of technical difficulties producing such ink. And even more important, 

the market for direct contact between ink and food is very limited. There are not many products 

where there is direct contact between ink and food. So commercially it is not so interesting for 

a big ink supplier to develop such ink, that is what always was said.

Well, eventually, anyhow, one of the two laboratories in Germany that that innovation advisor 

got us into contact with, they knew that by now there was an American company, or is, that 

would have an ink that was suitable for direct contact with food. We contacted them, because 

that would save us the whole development trajectory. And they indeed had an ink, but that was 

available in limited colours, six or something. And there is little you can do with that.
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Later they did find a company that had ink with the right characteristics, but now the 

search continued for a press that was suited to operate with this ink.

The Carton Factory
So the next step was to replace our flex press. So last year we, starting December last year we 

were searching for a new flex press, for our applications and some others. And eventually, in 

Italy we found a supplier who produced the right flex press and also for a price that is doable 

for us.

So that project was initially aimed at, we started with the goal to develop that ink ourselves, 

hence the contact with those two laboratories. We did some testing ourselves with colourless 

lacquer and our own E-numbers. But the processing of that turned out to be difficult. Within this 

project we therefore hired someone who was a flex press expert, so to speak, who supported us 

as we coloured that colourless lacquer ourselves, using those E-numbers. Which demand do you 

have to meet, in the field of, well there is viscosity, dust particles per litre etcetera. For us that 

is really trial and error.

The Mushroom Machinery
We very strongly try to think along lines of existing solutions. Then we know, well, OK, then 

we know what will function, OK. And then we go, well, what is new about this? What has to be 

dealt with so and so, what is actually the unknown factor? And that’s the way we handle such 

things. That’s an amount of certainty. Because developing remains uncertainty and that will 

never change. Innovating always made you encounter unknown things.

But if you can take something that has been proven elsewhere, then you eliminate part of the 

uncertainty.

Now I have 100 % uncertainty, and later I might have 40 % uncertainty, because then you can 

well, I tackled that with this, this will not cause any more problems. 

C. Business to business is preferred over business to consumer

The respondent from The Subsidy Advisors reported that at least some policy makers 

and executors favor business to business projects, because Dutch companies would 

not be able to succeed on the business to consumer markets. 

In this sample, all projects were business to business projects. 

The Subsidy Advisor
I was once at the ministry, for a customer, he made the newspaper with a certain remark he 

uttered on subsidies and then one of the high civil servants from Economic affairs invited him 

for a talk, and I was present at that talk. Then I explained that I, um, a short time before that I 

had applied for an innovation loan, for, I didn’t mention that yet but that is another available 

arrangement, an innovation loan, for a 3D printing entrepreneur. And he wanted to develop 

that for the consumer market. And there it was said out loud that they did not believe that in 

the Netherlands businesses could emerge for the consumer market. We won’t invest in that as 

a government.



Chapter 5

72

So that means that the new Philipses that possibly could emerge, that we say upfront that that 

is not possible. No, that, we don’t believe in that. I think that goes way too far, concluding that 

only business to business has a future in the Netherlands.

D. Series oriented, not tailor made for customer

A fourth, somewhat unclear exclusion ground that was reported by one entrepreneur 

(The Mushroom Machinery, applying for Op Zuid subsidy) was that all projects should 

be series-oriented, the exclusion ground thus being tailor-made products for a paying 

customer. 

The Mushroom Machinery
That innovation, is that normally tailor made? For a specific client?

Both, no, it is not specifically tailor made. It may begin as tailor made. Anyhow a customer has a 

certain idea, and, we have I think the quality that we like to think along, be it only as a listener. 

So it often starts, I think, as tailor made.

But eventually we also look at chances to apply it worldwide. And we see, in the last projects 

we developed, we see that, we initially worked for a Dutch customer, or in cooperation with a 

Dutch customer, but that in the end the most profit is really to be made abroad.

For instance, you get 20 percent subsidy and invest 80 percent yourself. But I then am not 

allowed to use that for a project of a client. I am not allowed to sell that machine. And our 

developments are often, our market is not the production of series. There is a difference be-

tween production of series and tailor made production. We are a tailor made-plus, eventually 

I can built this machine one or two times each year. I wouldn’t call that, that is far from the 

production of series.

(..) Now that I am thinking out loud about this topic, yes, perhaps there should be subsidies, on 

the one hand for the production of series, on the other hand for tailor made products. I didn’t 

think about this before, but now that I am thinking out loud on this subject, I see a substantial 

difference. A product that is produced in series, in the end can take a lot more, let’s call it that, 

than a tailor made product.

Another entrepreneur, on the contrary, said that their firm only produces tailor made 

solutions for individual customers in the business to business market, and still gets 

these projects OP Zuid subsidized.

The Optical Company
So this is purely tailor made then.

Yes, certainly. We have nothing, we don’t produce for a stock, no. Absolutely not, that we have 

a sort of catalogue and somebody calls and says do you have this or that product, well, please 

deliver it.
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No, we have long lead-times, also in the industry we are in, the defense industry, there an order 

takes time. Often you are talking and co-designing for two years before you reach a stage of 

serial production. And then it’s about series of 10, 20, 30, so no large volumes.

And the contracts, they are signed right at the start? Or is there lots of preparation and that it 

doesn’t go forward eventually?

That’s why we want the customer to start paying in the development stage. Because suppose 

we have had large expenses in development and the customer says yes, sorry, we have don’t 

have a market yet, well then we are stuck with all these expenses.

5.1.3.2 Project stage
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Apart from the project type, also the project stage is relevant for the match with the 

subsidy arrangement. These distinctions overlap. The project type changes over the 

project phases. Getting approval for subsidy is easier if the innovation is past the 

specification phase. In earlier stages, subsidy can be found in arrangements that are 

especially for feasibility studies, not in arrangements like OP Zuid.

Less experienced innovating entrepreneurs often do not distinguish these different 

project stages, let alone apply for different types of subsidies for different stages of 

the innovation process. The respondent from the Limburg Development Company 

states that producing suitable instruments for different project phases is a critical 

success factor for subsidized innovation.

The Donor Organ Deliverers
Well, I think that with OP Zuid, you really must have a plan that is laid down in concrete. Be-

cause they are being monitored too. And if you then, if you are in a grey area then they choose 

for certainty. With OP Zuid it would be a story in which we have the partners, the exact plan, the 

activities, the numbers, the costs, they are clear. We already have the offers on them. 

The Gadget Company
Most projects have a spec phase, specification phase. Then there is a, let me think, a design 

phase, which entails a verification and a validation phase. In which verification is more of a 

technical verification, and validation a functional, that is functional. So then we really start 
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looking at, for instance here we start looking at, in this validation phase, start looking at the 

performance of the sensor we produced, in that textile, in real beds, in health institutions. And 

then we look if there are subsidy arrangements available. If applications can be made. Then we 

assess if they fit our, the phase in which our project is in.

5.1.4 Explicit suggestions for improvement on finding a suitable 
subsidy arrangement

5.1.4.1 More transparency

Every participant except the Optical Company stated that the available arrangements 

are too complex; there are too many arrangements and parties involved.

The Carton Factory
But I don’t understand that they don’t achieve results in this area, to simplify this. Look, the fact, 

we never did business with them, but the fact that as a company, um, I don’t want to say weekly 

but monthly, you are approached by so called subsidy advisors. Very strange, but I mean, I don’t 

like this kind of, because what it’s about, what they want is, so to speak, talk you into a subsidy. 

Because they then receive, on a basis of no cure no pay, they get an x percentage of the subsidy 

you receive. So I think this basic thought, I think this is totally wrong.

But the mere fact that such companies exist constitutes a negative qualification for the world 

of subsidies. That, as a company, that all these subsidies in any case lead to the existence of 

agencies that specialize in that, because an entrepreneur cannot see the wood for the trees. 

Doesn’t know any more where he can apply for what kind of subsidy.

And therefore I say, I think that quit some savings can be made in that area, or, if this is not 

saved, that than at least the Euros that are not spend on this, with all this fragmentation, that 

they at least end up in the right location.

5.1.4.2 Arrangements suitable for each project phase

Another point that was made was that the arrangements should be suitable for each 

project phase of an innovative effort. As noted before, the OP Zuid arrangement is 

best suited for a project after the specification phase is concluded, not suited for, for 

instance, feasibility studies or market launch. 

The Limburg Development Company
You need something for such a company, for such an enterprise, for such innovation projects, 

that from the first step, from the start, hands the entrepreneur an instrument that is totally 

tailor made for what happens in that phase of the project but also in the company. 
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The Gadget Building Company
And in the context of such a development project or process, this is chopped up in segments. For 

instance the fi rst stage must result in a prototype and the second stage should, and this is a very 

rough division, should lead to a marketable product.

The entrepreneur of The Organ Deliverers highlighted the importance of steward-

ship provided by the subsidizing party to help the entrepreneur with identifying and 

successfully apply for arrangements suitable for each project phase, when available.

The Organ Deliverers
That is also a follow up from Limburg Makers, in which they were involved (…) and that have led 

us to the next phase, of this business development fund. So they proposed that, and they also 

came to, well, to listen to our business plan for that phase. And they also, um, we update our 

business plan, and then, if it is known that there is an MIT or an OP Zuid, they give their com-

ments before we put in the application. Well, that is ideal, I must say. (..) So that you have a fol-

low up from an easy accessible start up subsidy to a rollout subsidy. That is also very important.

5.2 Writing the application, setting up the administration

5.2 Writing the application, setting up the administration 

 
 

 

 

 

 

 

 

 

 

 
Once the entrepreneur has spotted an apparently suitable subsidy arrangement for his innovation 
project, the next ‘hurdles’ are  

 to write an application that meets the demands; 
 and, at the latest when the application is approved,  to set up the necessary accounting and 

reporting organization that will enable the company to collect the right data and deliver 
them in the right format and time frame to the executing parties. 
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Once the entrepreneur has spotted an apparently suitable subsidy arrangement for 

his innovation project, the next ‘hurdles’ are 

• to write an application that meets the demands;

• and, at the latest when the application is approved, to set up the necessary ac-

counting and reporting organization that will enable the company to collect the 

right data and deliver them in the right format and time frame to the executing 

parties.
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Tags Baby tags

5.2.1 Parties and interactions 
involved in writing the application

• Assistance from subsidy advisor
• No assistance from subsidy advisor

5.2.2. Understanding the call text

5.2.3. Planning that is required

5.2.4. Setting up the administration

5.2.5. Assessing the application

5.2.6. Explicit suggestions for 
improvement by the interviewees

• Reducing complexity of procedures per arrangement.
• Reducing workload for the subsidized entrepreneur
•  Compatibility administrative regime with standard software 

output
• Reliability of policy decisions
• Transparency of assessment process
• Soft and/or hard criteria
•  Organizing capacity of the innovating entrepreneur. More 

support for the entrepreneur
• Expertise of the subsidizing party or intermediaries

5.2.1 Parties involved in writing the application
Writing the application is a difficult task, according to all the people interviewed for 

this research project:

• Four out of the eight companies used an external subsidy advisor to write the 

application for the subsidy. 

• Three companies wrote the application themselves successfully. They all had 

experienced people to do this job.

• One company wrote the application without specialized help, and was not suc-

cessful. 

A. Assistance from subsidy advisor

The Carton Factory 
Well, then we started working with that innovation advisor, who also wrote that project plan for us.

He also wrote the project plan?

Yes, yes, that has to meet all sorts of demands, and as an entrepreneur you don’t have the time 

for that and we are also too small a company to do that. Not that you should always outsource 

that, but we also had those contacts through him, and he had brought that arrangement to our 

attention and we thought let him do that then.

The Mushroom Machinery
And producing the application, how did you do that?

We consciously outsourced an important part of that, because in general there are, one has 

certain criteria that are applied, in this case OP Zuid was a known arrangement, also by, in this 

case, by this external contact, so he knows it better than we, how to correctly formulate it.
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As an entrepreneur you perhaps often are too much into the product, and, how shall I put it, that 

does not match with what the subsidizing party wants to see. Although it is perhaps, although it 

eventually the same, only the way it is formulated is very different then.

On the other hand I don’t have the capacity to invest the time. Because often it involves a lot 

more work than you thought.

The Gadget Building Company
You have a subsidy advisor and he stops by from time to time?

Yes. That subsidy advisor, he does two things. He looks at it and also writes the application with 

us. His focus is foremost on the structure of the proposal, we deliver the content, of course, he 

cannot know that. And further on he also helps us with a bit of program management and doing 

reports. 

The Donor Organ Deliverers
That does require some more inside, um, more knowledge of the matter, such a subsidy applica-

tion.

And for that you turn to..

And (the subsidy advisor, RH), she is more of, her involvement is first selecting an arrangement, 

and then she asks for information and then she produces a story that is written towards the 

arrangement.

B. No assistance from subsidy advisor

The Paper Money Destructors, the Optical Company and the Micro-droplet Manufac-

turers managed to successfully produce the application using only their own exper-

tise. These companies were very experienced in this area:

• The bookkeeper of The Paper Money Destructors had already been involved in 

previous OP Zuid subsidized projects, where she learned the tricks of the trade.

• The Optical Company used a retired commercial manager who was specialized in 

these matters.

• The manager of the Micro-droplet Manufacturers reported years of experience in 

getting money from banks and subsidizing agencies. This was almost a full time job 

for him, he stated. He was highly educated (Technical University alumnus) and had 

received training in these matters in an incubator project for business start-ups.

The Paper Money Destructors. 
And OP Zuid, what information did you have to produce for that application?

Bookkeeper: In any case the whole project plan and the description of the whole project, the 

planning, and a financial planning. That is roughly what we had to produce. We had to state if 

we qualified as an SME, that check was included. The financial year report, we had to submit 

parts of that. Well I don’t know all of the details by heart, but in any case, that’s that whole 

application form which you have to go through.
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The Optical Company
And your former CEO, he did those things personally? Trying to acquire such funds?

Well I think LDC spoke with him, and then he will have gotten somebody internally involved to 

co-write the project plan. That is a former commercial director, who then worked here as an 

advisor for a couple of years, two days a week. So he then takes on the job, so to speak, to write 

this plan.

Ah yes? He is hired then?

No, he was on the payroll for two days a week as an advisor for all commercial affairs. But he 

then applies himself to this at that moment, by writing the project plan. 

The Micro-droplet Manufacturers
With regard to subsidies, it’s always, well, they have to account for a certain target, so then 

it is always very clear what should be included and what the demands are. That’s something I 

learned from all the school years, years of education I received. The girls which stood in front 

with the teacher asking how should I do this, how should I do that.. And if you read the book and 

made the assignments, then you were graded a B.

Mind the details

The Machinery Group was the only companies that did not use an external party to 

write the application. They got into trouble with their last subsidized project because 

the subsidizing party decided that the application, which was ‘technically’ approved 

by the application board, was not complete. It did not contain a separate declaration 

that there was no co-financing party for the project. The entrepreneur was upset by 

this decision, because this information was included in the application text. 

The Machinery Group
So we applied for a subsidy for that. The application was assessed technically and was granted. 

But there was an omission, we were told, they said that the application was not complete. 

It was about a piece of paper, that was the statement about co-financing. Only we had no 

co-financing, we did everything out of our own means. So, therefore we, so to speak, we were 

put at the bottom of the stack, the stack of applications, and the funds were depleted. So we 

were granted the subsidy, but only a part of that, that was 37.000 Euros, of the 250.000, they 

were eventually, we still haven’t received them up to this day, this was three years ago, but we 

still haven’t received that money, which was granted.

So I appealed against that. And two weeks ago I was, we went to the supreme court for that, 

because we think that it was not clear that even if there was no co-financing, that there should 

be evidence included that you didn’t have co-financing, because that was already mentioned in 

the application, there we wrote this down. But Incentive, in this case, states that there should 

have been a separate document included, even if this was so to speak a blank piece of paper, 

stating that there is no co-financing, and then we would have been on top of the pile. We sub-

mitting the application in time. 
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Incentive comments on the Machinery Group
And for instance with regard to that statement of co-financing at (The Machinery Group, RH), 

well they just didn’t understand the jargon, while, as a matter of speech, I think, well that is 

stated in the rules, you have to do it so and so, um, so then, they saw it in a different way. And 

then subsequently, then a whole legal procedure follows, apart from who was right in this case.

But just as you mentioned, you have to be very well informed if you want to obtain a subsidy just 

like that. That is why there are subsidy advisors.

Yes, they were mentioned nearly everywhere.

Yes, that says enough.

5.2.2 Understanding the call text
Writing a good application starts with understanding the requirements which are 

laid down in the call text. Every arrangement has different outcome goals and which 

must be addressed. There are also different technical, commercial, administrative and 

organizational requirements that the text must address correctly. These are partly 

similar to the requirements of a standard business plan, but there are also different 

elements which are not easy to understand for a non-specialist.

The Subsidy Advisor and Incentive stated that most entrepreneurs tend to only see 

the technical aspects of the project, not the other perspectives that are assessed by 

the subsidizing party.
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The Subsidy Advisor
That is simply a very difficult issue. And certainly SMEs do not have the expertise for that 

themselves. The language that government agencies use is rather complex. And the rules they 

apply on those subsidies are also very complex. So if you don’t, if you don’t study this and know 

how the procedures operate and such, than you can get stuck on that completely as a company.

And we made this into our profession, to help them with this, so that it becomes a usable tool 

for this target group anyway.

Visitors in a strange land

The Subsidy Advisor compares the different perspectives that are needed for a 

successful subsidy application with the views of different visitors that encounter a 

strange people and culture.

The Subsidy Advisor
What I did for my master thesis is how, in the time of the colonies, the people, the local people, 

were depicted. And then you had travel reports, but also novels. And, well, everybody described 

them from a different perspective, and then this resulted in totally different descriptions.

So one person saw wild, frightening people, and the other saw people who lived very idyllic, 

close to nature, that could so to speak reap the grapes and bananas from god and in a way 

lived in an ideal world. I thought that was very interesting, how could this be? It was the same 

situation.

And that is how I see subsidy applications, in a way. That you have a project, but you have to 

translate this to what the government agency wants to subsidize and is allowed to subsidize. 

And those aspects you have to extract from the project and highlight. You can show lots of nice 

things that are not at all relevant for the government agency (…). But you have to show the 

things they need to make a connection with their policy.

Incentive
So that project, EFRO, is different from regular ways of conducting a business. On the front side 

we tried, as much as possible, to inform people about what we want to know. And that is rather 

difficult for an application, because sometimes it doesn’t make much sense, because it is about 

innovation.

The world beyond the user friendly front office

The paradox seems to emerge that the more the executor tries to be transparent 

about the available arrangements, on his website, application forms and in informa-

tive talks, the less the entrepreneur is aware of the legalistic and bureaucratic world 

in the executors’ back office. 
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Incentive
You said that those arrangements contain a few elements that are demanded by Brussels, but 

do not immediately make sense to the entrepreneur. Could you expand on that?

Yes, an example is that stimulating effect. That is an obligation originating from European 

policy rules of which we notice that an applicant or an entrepreneur feels that it does not make 

sense. Because he says stimulating effect, well, without this project I will not get this into serial 

production. But stimulating effect is a very legal term, associated with state support.

Well, that is difficult for an entrepreneur to grasp that completely. And, like I say, on the back 

side, at this table, you only deal with specialists. Whereas the entrepreneur does this on the side.

He is innovating and thinks that it is convenient that he can get back one third of his expenses. 

But he hasn’t thought about what kind of world is behind that. And what we need to know, 

what we have to account for. What risks there are for him etcetera.

And that stimulating effect is about created job opportunities or created turnover.

No, stimulating effect has, is literally, Europe assumes that if you apply for a subsidy, that if 

you have started a project, no matter what you have done, except preparations, if you have 

started before putting in the application, that there will be no stimulating effect. But that is 

very illogical in a business economic sense (..). From the perspective of an entrepreneur I think 

will seem illogical.

Well, yes, I, sometimes I to find it hard to explain the rules to an ordinary, an ordinary entrepre-

neur or to a citizen, to say, well, they don’t see it that way. 

‘Beware of the fog’

The more sophisticated and experienced entrepreneurs showed great awareness 

of their ‘visitor in a strange land’ status when dealing with the call text of subsidy 

arrangements. 

The Gadget Building Company
The call text of a subsidy program, you must of course thoroughly understand that. Or else you 

are not, so to speak, capable of writing an application that also meets the demands of the call 

text.

I can put in a fantastic proposal, but if the call text doesn’t meet, or if the proposal doesn’t fit in 

with what the policy maker was aiming for, why he put forward his subsidy program, than you 

will never get it approved. And, yes, well, that is the responsibility of, of this consultant.

The Micro-droplet Manufacturers
You have to know what the people want to hear, to get familiar with the wishes of the sponsor.

That’s right. And that is also the case with subsidy programs. I think we have been reasonably 

successful in putting in applications for all sorts of programs. And one of the things we did for 

that is to get an appointment with the sponsor. To see what they think is important, what are 

they scrutinizing? The question of, well, I’ve written a plan, could you read that? Are you missing 

things? That has always helped in getting it passed more easily.
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And what kind of goals were those people looking for?

Well, look, that varies strongly. We have had quit some subsidies. WBSO, that is of course tax 

cuts, STW, environment and technology subsidy. Eurostart program. SRE, here, from our city. 

Um, and now I am undoubtedly forgetting quite a few. Every fund that was available and could 

be applicable to us we applied for.

And every program has different targets. Subsidy for environment and technology, that is aimed 

at environmental benefits. Well, then you start looking, in your application, in your technology, 

which environmental benefits can you come up with? Am I saying that we on a daily basis are 

engaged in efforts to improve the environment, absolutely not. But it is a fund that could be 

applicable to us and with which we could take a step forward. 

5.2.3 Planning that is required
All entrepreneurs stated that the planning requirements were quite extensive and 

that is difficult to know upfront what activities and what costs will be involved in 

finishing the innovation project.

The Machinery Group
This 250.000, to what degree did you have to specify upfront how you were going to spend that?

Very detailed, and also very detailed upfront. And that is rather difficult. With an innovation 

you never know which direction it is going to take. I can’t, look, then they ask, what are the 

difficulties? What hurdles do you expect? Well, if you know you are going to fall, than you would 

of course lie down first, wouldn’t you? But you don’t know it. Well, what would be the best if 

you are going to fall? The best thing then would be to make sure that the surface is soft, then 

you won’t fall that hard.

(…) Well, what hurdles will appear? And you have to quantify those, you have to put a price tag 

on them. So if I then say, well, I think I will have to produce a tool three times before I will get 

it right. Well, then you can say three times 20.000 makes 60.000 Euro. But what if I get it right 

the first time? What if I can’t get it right at all and have to take a totally different direction? And 

that is very difficult with these subsidy applications. And very extensive, yes.

Then how did you manage to do this?

it’s a gamble, it’s a guess. You cannot get that done. You can get that done afterwards. You 

cannot get that done upfront.

The Carton Factory
At the beginning of the subsidized part, the former innovation officer wrote the application for 

you, you said. What did he have to produce? For instance market research, an process plan with 

milestones and activities etc.?

Yes, yes, quite a plan, with prognoses of turnover, job growth, employment, yes, quite some 

tables (…)

Did you also have to include the steps you were taking, with milestones, phases, that will be 

ready them that then..

Then I would have to take a look at the plan. Shall I go and get it? 
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The Mushroom Machinery
With this arrangement, I can’t say I saw that as an obstacle. Well, you had to, on the other hand, 

yes, you had to indicate fairly specifically certain partner companies. There we are going to 

spend, for instance, 50.000 Euro, and there 40.000. That you had to..(..)

On the one hand I get that, on the other hand, well, I ask myself what is the added value? Why 

does it matter whether I spend the money at company A or at company B? In the end it’s about 

the idea, the concept, how you want to realize that.

Well, all right, you make estimates of that. And you know the moment you make an estimate, 

that in practice, that in the end practice will show otherwise (…).

You’re at the start of a process, where you have ideas about how the product will eventually 

be, but the moment you proceed and you are, for instance, five weeks into it, then you have 

gathered so much information that you think, well, let’s see, then we must not take the left 

turn at this point, but a right turn. Then you are already basically destroying your project plan.

The Paper Money Destructors
If you then slowly get more and more into contact with the customer, all kind of things are 

added of which you say: hey, did we think of that? And no, we did not think about that at all, but 

it is important. And what you have put in there, that doesn’t interest me at all. So that are the 

things you simply have to deal with. 

You can try all that, you can do it, but it is impossible to have an exact image of what it is going 

to become. That is a mission impossible in my opinion. Because that is a project you embark on.

You do have a vision in your head of what it should become, this type of technology should 

be applied. But exactly how it is going to turn out, well, I think you cannot determine that 

completely upfront. That is impossible.

While the process is moving forward, well, either you have to deal with limitations, technological 

limitations, then you have to find a different solution again. Or the feedback of the customers 

tells you, well, you shouldn’t do that because I am not interested at all in that, but you should 

have done that and that is not included. I would like to see this included.

Incentive
But you do have a global idea of what you are going to buy, don’t you? I mean, you are not going 

to, well, three times testing with tools, you are not going to test it three times with a parachute, 

so to say.

You as an applicant have to think about it upfront, well, what subsidy do I ask, what do I need. 

We as executing agency do expect that an entrepreneur has thought about this upfront. What 

is it worth to me and what am I asking. Because you can’t say, yes I, um, give me a bag of money 

of 250.000 Euro.

And, upfront, the more you specify that, the easier it is for me as, you progress, to check if you 

are still doing what you have promised. Because if you say upfront, well, it costs 7.000, and 

subsequently I look at the progress reports and there I see all sorts of things that I can’t link to 

the project, then that is much harder to monitor.
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So in a way I understand that it is difficult for an entrepreneur on the front side, but on the other 

hand I think, well, you want an innovation project, must have thought it through. Because you 

also have to simply, your people, your employees have to put time in it to, it cannot be that you 

simply just start.

‘If that is included in the application..’

Some flexibility is allowed by the executor. The only downside is that the options have 

to be included in the proposal you submitted upfront. 

Incentive
 So not that they do not plan, but that there, that they end up somewhere else that that they thought 
when they started.
Yes, but that, all of that is permitted, that really is the intention. And I also think, the experts, 

they will recognize that.

Yes?
They are really going to say, well, this entrepreneur knows what he is doing. This is indeed, if 

he can find this it is brilliant. And then you did describe the different options in your project 

proposal. Yes, we either turn left, because then I do this and this, and if I turn right then I will try 

this and this. That is indeed included in those project proposals.

And they, I think, how I feel it, these experts they are up to this. To sense if an entrepreneur, if 

he is suited for that, to, to eventually still reach that final target. Whatever shifts of directions 

occur, and if they have written down, what possible shifts of direction may occur, than that 

doesn’t matter. As long as they make sense to the experts, as long as the final goal..

Yes, and if there are price tags attached to that? To all those movements?

Yes, if you included that in your application, then you can take that along.

You can also sketch a few scenarios, so to speak?
Yes, yes.

5.2.4 Setting up the accounting system
Setting up an accounting system that collects the right information and is able to 

deliver that is the next critical success factor for the innovating entrepreneur. Accord-

ing to The Subsidy Advisors this effort is often underestimated by the entrepreneurs.

The Subsidy Advisor
Do you also help such a company with setting up an accounting system, which is needed to 

report on the different aspects?

Yes.
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Yes? how?

Well, by discussing what the conditions are, that is of course the starting point. And to assess, 

well, what is your accounting system suited for? And if it is not suited for this, than you actually 

have to, before you submit the proposal, decide if you want to adjust it for this purpose yes or 

no. Because if you don’t want to adjust it then you shouldn’t put in an application, because then 

you can never get it. Then it is pure theory.

And, at the beginning, do you then talk with the different segments of such a company? So that there 
is also somebody present who, well, who does the administration and so forth.
Well, what you often see in practice is that, the one, um, that we talk with the entrepreneur 

and that he then often includes someone from the accounting staff by the time the project is 

approved. But if the project is approved, then, we call that a kick-off meeting, then we prepare 

a dossier that contains everything. And then we always want to go, with the participants and 

the entrepreneur combined, go thru that completely.

And time writing and such things, for the own contribution. Do you notice a difference in project organi-
zations who are not used to anything else, and entrepreneurs that are organized a lot looser?
Yes, yes, those demands of writing hours and, um, yes, for instance with OP Zuid that has to be 

signed by both the employee and the entrepreneur, or by the manager. Often you see that it 

contains for instance only one signature. 

And that, for companies who are in the startup phase, that often are rather heavy, heavy pro-

tocols. But we always say, that is for instance one of those things of which you can say, you can 

complain a lot about that, but that’s the way it is and it will not be accepted by Incentive if you 

didn’t do it right.

So we need to decide upfront, do we want to enter this trajectory yes or no. If you don’t want to do this, 
then we can try to get a positive decision now, but then you won’t get your money later.

If they don’t want our assistance with the final report then I actually don’t dare to proceed with 

OP Zuid, because that really is, that’s what I least like about this arrangement, that you simply 

have to be very, that is very complex. And the accounting has to be set up right, otherwise the 

companies will experience very big problems, that really is not funny. Because then they have 

their affirmations but do not receive their money. Yes, nobody will be happy about that.

And those people often don’t realize this..

No.

That they need this support?

No, then we have to tell them ten times, so to speak, that it is really very difficult, that account-

ing and reporting. And then they think well, it won’t be that bad.

The accounting task is even bigger when there are more partners who cooperate in 

the innovation process.
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The Subsidy Advisor
A whole lot of the projects we do are with a consortium, with cooperation. But that is more 

complex and requires more support. And that is why we don’t just help with the application, but 

also further in the process. Because then it is sometimes easy for us to say we need this or that 

and that is also what we agreed upon. That is sometimes easier than if the reporting party does 

that. Because they also on the content, they work together.

Firms who are very experienced in project management and accounting experienced 

little difficulties with meeting the reporting requirements.

The Paper Money Destructors
Bookkeeper: Well, we have had an OP Zuid project before. And on that basis we did a lot of 

things the same way. And well, how we started that then the first time, I have been less involved 

in that, but on that basis we now were able to simply set up quite a lot of things. And the costs, 

on the basis of a standard you can book them. And all those documents we had to send in then, 

we send them in now too. So we did a great lot ourselves on the basis of an earlier OP Zuid 

project of which we then had an inspection, by now. So of which we knew what elements should 

be taken into account. 

CEO: We aren’t used to working any other way than this. We only work in projects and sub-

projects and with budget and hours and planning and all those kind of things. So we don’t do 

anything else. So what that is concerned, for us that was an easy task then, to, in that way, also 

internally, to facilitate that. Because that is the way we operate, we work with projects.

The Machinery Group
And the time writing?

Yes, you have to keep track of that. But look, that for us is a little easier, because we write hours. 

But if I go to my neighbor, well, I guarantee you that he doesn’t write hours, so he has to set 

something up for that again.

But the accounting and reporting burden was assessed as substantial by most entre-

preneurs.

The Micro Droplet Manufacturers
If you look at parties like, for instance, now the OP Zuid program that recently opened again. For 

that you have to produce an unbelievable amount of paperwork. And you have to administrate 

everything. Everything has to be calculated, accounted for how you calculated certain things

This assessment was backed by Incentive.

Incentive
But within this whole fund we did, um, from a political view, the SMEs were important, more 

money should go to SMEs, there was a clear portion of that fund labeled for SMEs. And so 

we, based on legislation, European legislation is rather difficult, based on the European policy 



87

The subsidizing process as seen by the parties involved

5

program. So, we wrote arrangements that would be suited for SMEs and that would entail a 

limited accounting burden. In practice, I think that very few SMEs will assess the accounting and 

reporting burden as limited, and I cannot say they are wrong, because I think that, especially in 

2007-2013, was very demanding administratively.

In 2014-2020, in which we just recently started and of which also a large part is meant for SMEs, 

I hope that through the years, with the ECEAD and the European Comity, we made it a little 

easier for the beneficiary, the SMEs, but I still have to see if that will pan out this way.

5.2.5 Assessing the application
When the OP Zuid application is submitted, the executing party looks in to the ac-

counting aspects and gives feedback to the entrepreneur and a board of specialists 

assesses the technical content of the plan. 

Incentive
The applicant submits an application. Then he receives a letter about whether it is complete, 

yes or no. Then there is a financial-technical assessment, so is your budget plan sufficiently sub-

stantiated, is the budget pan conform regulations. Interest, for instance, may not be included in 

the budget. This is done per email. Then a program manager and a financial advisor is assigned 

to you.

A program and a financial advisor?

And a financial advisor.

One is more on the content?

And the other on the Euros. But with those SME arrangements this really was two in one. So 

then you simply had a financial advisor which basically you can call all the time

So then there was this financial-technical assessment, you put forward questions per email. And 

then, if that was approved, it went to the committee of experts. If they advised positively on the 

content, so on the innovation, then you got a positive decision.

In general The Subsidy Advisor and participating entrepreneurs expressed no discon-

tent with the quality of the decisions of the committee of experts.

The Subsidy Advisor
You do have (…) the impression that the quality of the proposal, that that really determines 

whether it will approved or not?

Absolutely.

So it does not appear as, containing all kinds of arbitrary elements.

No.

The selection committee, I haven’t heard people complain about that much. They complain, 

those entrepreneurs, about all kinds of things, but with regard to this, well...
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Well, look, of course you can sometimes disagree about something. I think that with OP Zuid, 

for instance, I thinks the procedures are a bigger problem than how the committee handles the 

projects, On average, our projects do well, and I don’t feel at all that this is arbitrary.

Although some entrepreneurs and also the Incentive interviewee stress that it is dif-

ficult to assess the technical aspects of the often specialized plans.

Incentive
Like in that last round, there were projects included of which I thought, well, no idea if this in 

new. That is really in a very technical realm. I think that an entrepreneur upfront is afraid that 

we really look at all his things. And I can imagine that if it is about a technical innovation, that 

they sometimes prefer to be discrete about what technology you came up with yourself.

Ah, the confidentiality, that they don’t want..

Yes, while on the other hand I think, well, I understand that SME entrepreneur, he is totally 

emerged in it, but I know nothing about it, so..

So you don’t understand it anyhow.

Right. I wouldn’t know who I would have to contact to say, wow, this entrepreneur has devel-

oped the new Senseo.

Too many proposals: lottery

In some cases, the projects are selected by lottery, because of the quantity of submit-

ted proposals. That is difficult for The Subsidy Advisor, who mostly works on a no cure 

no pay basis. The quality of the proposal is their way to assure that they will get paid, 

except in case of a lottery.

The Subsidy Advisor
Well, look, for instance, I dare to take on quite a lot, because I know, if we approve, that we 

deliver very good quality and not just something. But, for instance, two years ago all of a sudden 

there was a lottery at OP Zuid. Because of the quantity of the proposals that were submitted. 

And well, all of a sudden, there was a lottery and there were so many submissions that only few 

proposals could be assessed.

Well, then you can put forward fantastic proposals, but if there is a lottery, then it is chance 

that determines success. Yes, that is quite a dangerous business model for companies like us, 

who are depending on that.

There’s always a subject element in the assessment of the plans and the entrepreneur, 

in the opinion of our interviewee at The Limburg Development Company.



89

The subsidizing process as seen by the parties involved

5

The Limburg Development Company
They want a checklist, they want a list of if-then rules, which from a viewpoint of equality, which can 
be brought in front of a judge (…).
Well I say, you can do that, produce such a protocol, but you should really try to avoid do-

ing that (…). Then you will get situations like, I know somebody who was in exactly the same 

circumstances and he got it and I don’t get it.

And you come here explaining, you don’t know my company at all, what I am going to do, with 

my project, with my customers, that that is quite a different thing and a bigger risk, that it is 

different from what my colleague company did (…).

And I also see this with other subsidy arrangements, if I look at Op Zuid (…). They have a com-

mittee of 8 experts. But also there it is not just objectivity that rules. There is room, space for a 

piece of subjectivity, for the feeling of, I don’t believe in this.

5.2.6  Explicit suggestions for improvement for the stage of writing 
the application and setting up the accounting system

5.2.6.1 Reducing workload for the subsidized entrepreneur 

Like mentioned earlier, the workload for the entrepreneur was one of the returning 

points of critique of almost all parties involved. 

The Machinery Group
You should be aware, if you put in an application, I think that if you do it right, if you do it 

properly, then you have to put in a month work to produce the application. It has to be right 

timewise, you have to pre-calculate it, which is very extensive. Of course you must have an 

innovation, so it takes a lot of energy. And I think if I say one month of work for one person, that 

this is an understatement, that it is a lot more (…). 

You should imagine, well, we are a company with 125 employees, we can afford this month of 

work or we can’t, but it is also the entrepreneur who has to do it and he is expensive, they don’t 

look at that.

If you then look at my neighbors here, where the entrepreneur is still in his work coat working 

along with three employees, imagine that that man has to write this. And he has to spend a 

month on that. And again, you don’t get it done in a month, because that man also probably 

does not have the knowledge and the experience to do it right and he still tries to get his thing, 

so to speak, subsidized. Then I say this is irresponsible, totally irresponsible.

The Mushroom Machinery
On the other hand I don’t have the capacity to suddenly take that time too. Because often it 

takes a lot of work without you noticing it. Once again, that source of the subsidy, they could do 

certain things. Whether it is John or Joe, it’s the same story every time. Then I wonder if there 

perhaps could be a questionnaire where you can tick of or click on things, or whatever, and thus 

produce a result.
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5.2.6.2  Compatibility accounting regime with standard software output and 

bookkeeping routines

The accounting staff members that were interviewed, pointed out that the adminis-

trative workload the for them would be reduced if their reporting obligations would 

be more in line with the output of standard business software and standard account-

ing routines.

The Optical Company
And of course we have systems (ERP, RH) from which we can extract a lot. That presents a little 

bit of a problem, because it doesn’t always comply with how our OP Zuid wants it. I think that 

that will be the most heard complaint, that that connection is almost absent. So yes, it takes a 

lot of effort to report that in the right way, in my opinion (…)

The Paper Money Destructors
Bookkeeper: It seems to me that if I really look at how we have to deal with the administrative 

aspects, then I think that the problem is that the European legislation is rather complex. So I 

think that Incentive can do little about that, because they have to comply with the legislation. 

So they have imposed very strict rules with regard to how you must book everything, which en-

tails a very detailed registration and I ask myself, when there are little financial consequences, 

if they should go so far.

And then I foremost think of those average stock accounts for instance, which give a fairly ac-

curate account of the value. That does not have deviations worth mentioning, but which entails 

a very great administrative burden.

Another disadvantage of this is also that you for instance intentionally don’t use materials from 

stock, because then we cannot produce bills for the subsidy. And then we buy it again so that 

we can produce a bill for the subsidy.

And if they could simplify things there, by simply paying more attention to risky deviations and 

not monitor every detail, well, that is of course, would be desirable. I thinks that this lies one 

step ahead of Incentive.

5.2.6.3 Transparency of assessment process

Some entrepreneurs were surprised by the turns they perceived in the decisions of 

the subsidizing parties. 

The Machinery Group
A statement about co-financing, and we didn’t have such a statement because there was no 

co-financing, there simply wasn’t. And that was written down in the text, in the dossier, in the 

application, that we had no co-financing. With that, in our view, we were complete. A previous 

judge had stated, no, Incentive wins, well and I appealed against that and now I am at the State 

Counsel (…).
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The Carton Factory
So our proposal was rejected, or anyhow not approved, and three month later is suddenly was. 

Because somebody else dropped out.

The ‘Limburg Makers’ arrangement was more than once mentioned as an arrange-

ment that performed well on transparency of the assessment process.

The Donor Organ Deliverers
Such as Limburg Makers?

Yes, yes, they, I can’t say anything bad about them.

(…) One of the things I heard was, the timing is always so difficult. You never know if a decision 

will be made with regard to these subsidies, you don’t know when that will be, you even often 

don’t know if the fund is perhaps already depleted, while you are putting in a lot of work.

Yes, that was not the case here.

No such things here?

Absolutely not. Because that fund was rather large, it is still not depleted. You can see on the 

website when you must apply and when a decision will be made, that was made within a month.

 Within a month?

So that is absolutely transparent.

5.2.6.4 Reliability of policy decisions

With the latest OP Zuid, there was a change in interpretation of the rules while the 

applications had already been approved. This change was due to new guidelines from 

Europe, according to The Subsidy Advisor.

The Subsidy Advisor
A very important issue to me is that the government is reliable, sticks to what is said and does 

not change its mind. And I have encountered that, that they change in this. And that is, that I 

think is a rather big problem. Because companies don’t mind if they know, well they can find it 

annoying, but is they know what the rules are, but be reliable as a government. And the very 

worst is when they, at one moment say, something is allowed, and later say no, well, we have 

been corrected by Europe, it is not allowed any more.

Yes, that was the case with this OP Zuid arrangement.

Yes, yes.

There were questions asked in parliament about that.

Yes, I had six proposals in that. I mind this very much, simply, with a regulation, like it was stated 

in the regulations at that moment, it was submitted, and eventually it was disapproved, applied 

as a ground for disapproval, while it is simply included in that regulation. Then I say this is not 

possible in the Netherlands, yes it is possible.
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And that arrangement was also executed by Incentive, wasn’t it? And the idea was that, that it 

would not have a stimulating effect..

Yes.

..if the entrepreneur had already started.

Yes, yes. But well, already started. Every project consists of different phases. So some things 

have been done already, but, ‘the’, what is ‘the’ project. So a small part has been done already. 

And you were allowed, well, in the past, retrospectively, also include the preliminary studies 

that you did in your application. But for instance the cooperation process has not started yet, 

for instance.

Well, that is how it was executed all those years. And now, after the closing of the tender, there 

has been a correction on that. In this case from Home department. And so the regulation has 

changed after the deadline. And that can barely be explained, of course, to companies. Well yes, 

it is stated in the arrangement that this is permitted like this...

(…) So that, I think that is undermining the authority, so to speak, of a government. What’s the 

use then, in a way, when they really at all times can back out from rules, or things that they 

put in writing? I barely dare to inform entrepreneurs that this is possible, because who dares to 

enter such a trajectory then?

And is this the first time that you have experienced this?

That I experienced this is the first time, in my twenty years of subsidy advice.

5.2.6.5 Organizing capacity of the innovating entrepreneur 

Incentive, The Subsidy Advisor and the Limburg Development Company stressed the 

importance of the organizing capacity of the entrepreneur as a critical success factor. 

The Limburg Development Company
In particular SMEs often have difficulties in, the pressure of the day, the role of trouble shooter, 

several roles united in one and the same person. So there is lacking some organizational capac-

ity, to, at some moment, create a clear picture, and preferably also in writing.

What are your plans with regard to some product or process innovation, how are you going to 

handle it, what do you need in terms of people and means and other parties?

That takes so much time and preparation. They don’t have that time and often the competence 

(…). But besides that money they need from you, your support, your advice, your organizing 

capacity.

5.2.6.6 More support for the entrepreneur

Also some entrepreneurs stated that they would have benefitted from more assis-

tance and stewardship from the executing party.
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The Carton Factory
Have you, from the side of the subsidy giving body, did these contacts influence the course of 

the project?

No, no, far too little. That was also, if you talk about, how shall I say it, points of improvement, 

in these trajectories, I think that there are, that improvements can be made in this aspect (…).

The area in which I, or we, had higher expectations was the, so to say the contacts that at least 

that was our impression, I never dealt with the Limburg Development Company (LDC) in the 

past. But anyhow, one would think that this Development Company, I mean that they would 

have detailed knowledge of the business world in Limburg. One would think that through a 

subsidized project with LDC involved, that you draw from LDC’s network. And that, that’s how 

the LDC consultant put it, that was not the goal. (…).

We had to find that out for ourselves. They were there as executors, as subsidy providers, or, um, 

but anyhow not as stewards.

And then I think, you don’t have to directly take on the role of a steward, I mean, that that would 

be too intense, that is not possible with that many projects. But you can, I think, take a look 

within your network, gosh, I have a company here and I approved a subsidy application and they 

want to do this and this, boys, being LDC, how many people are employed at LDC, get together 

once a week and then I say well, I’ve got a company and they are doing this, does anybody have 

something that fits in with this, I would think.

The Mushroom Machinery
Of course the accounting part, mainly also the application side, is for us, on the one hand, those 

subsidy advisors, so to speak, they operate according to a certain standard,.

Furthermore, well, I ask myself, cannot Incentive, or any how the subsidy granting organization, 

organize this themselves, if that is the same story every time and if the granting parties like to 

see it in this way. Well, who are we fooling here? This is basically money grab, than money gets 

lost that could have been in the innovation. 

Incentive
I understand that it, in a way there is, the emphasis is on financial accountability and not so 

much on stewardship or the content of the project. The SMEs are surely right about that. But 

then you should also employ a different kind of people. Technical people that use their bicycle to 

visit all the projects in Eindhoven and who then say gee, why don’t you take it to the left, cause 

that could also be a viable course.

The Limburg Makers arrangement was mentioned as an alternative that did offer 

more stewardship and support to the entrepreneur. 

The Organ Deliverers
If you compare the Limburg Makers arrangement and this OP Zuid, the preliminary stage, the 

degree of detail, for instance, of the plans you have to submit. Were there differences or was 

that the same?

Yes, there is a very low threshold, and what you also notice is that it is more, yes, low threshold, 

accessible, but also, call it aftercare. You have received that and then there also is, you can very 
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easily access people, at least the project managers, you can reach them and ask every question 

(…).

So also questions that, well, in which you so to speak are in the grey zone of the, um, you can 

put them forward and you get an excellent answer. And, yes, that is really, that is how I think a 

subsidy is supposed to be. So that also generates a maximum of stimulating effect.

And if you compare that of course with a big monstrum like OP Zuid, with a vast amount of 

regulation and, um, also with regard to reporting. That, well, sometimes one is almost advised 

against it. If you have to do that, then it almost will cost you one person you have to put in 

charge of that, to manage that.

If you look at the support with such a project from Limburg Makers, did they play a role in 

bringing together different parties who have expertise that makes a good fit?

Well, they are of course familiar with, also through the LDC, with the technology firms in this 

region. And they also, they advised about that. At least, they suggested a few parties. They also 

have been active in, um, if you have a question, then you get everything, um, with regard to all 

aspects they have been supportive.

(…)That is just like a CE test, then you go to a TUV of a Decra, and they are not allowed to say 

yes or no if you have questions. They can reject or approve it, but they cannot offer advice. That 

was the impression I had about Incentive.

If you look at, um, suppose you could design a subsidy arrangement yourself. What would that look 
like?
Like this.

Oh? Like Limburg Makers?
Yes, yes. They, I cannot say anything bad about that.

5.2.6.7 Expertise of the subsidizing party and intermediaries 

The executing party only employs people who are experts in the financial-legal field. 

They do not have much technical expertise.

Incentive
And those arrangements, which specialisms are involved in that? Are there also technical orien-

tated people here at Incentive?

No, well perhaps a lost technician. There are a lot of hired crafts around here. They are mostly 

specialized in European subsidies. Because it is really a specialty to report to Brussels.

To deal with those specialists, a well experienced subsidy advisor and a knowledge-

able account manager appears to be an important asset for an entrepreneur in a 

subsidized project.



95

The subsidizing process as seen by the parties involved

5

Incentive
Do you notice, with regard to that, a diff erence between project proposals that have been writ-

ten by a subsidy advisor as opposed to proposals written by an entrepreneur?

Yes. But there are also bad subsidy advisors among them. You can notice if you put out fi nancial 

technical questions for the fi rst time. The answer of the benefi ciary shows you where it’s at.

Like that of the past monday, the leading manager has no experience with EFRO, no subsidy 

advisor on board, and the answers show to me that he is struggling with the reply, that he 

doesn’t understand my EFRO perspective questions. And I understand that, because it..

I am aimed at, I want to know something in specifi c, I have an idea about what direction I am 

heading for with my questions, but his answers show to me that he cannot follow my logic. Well, 

then I go there, to explain how it operates, and that lowers the threshold so that he calls me if 

something is up.

The Subsidy Advisor
Well, I think that we, look, what I saw myself at my previous organization is that young consul-

tants are send to the customer, and the experienced managers, they manage, they get all kind 

of management tasks and they are much more in the organization. And I noticed that myself I 

had a much better time advising companies and also just producing the applications, that work 

I simply enjoy very much.

And I feel that companies, that they benefi t a great deal from this experience, because I can 

make lots of connections that young consultants cannot make yet, when they are fresh from 

university.

So a lot of arrangements are executed by, well, people who really have little experience in this 

fi eld and in my view this does not enhance the quality.

5.3 Executing the plan, making progress reports

5.3 Executing the plan, making progress reports 
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The next stage is for the entrepreneur to undertake his innovative effort and to 

report to the subsidizing party about the progress and, if they occurred, deviations in 

that progress from the forecasted steps, activities and costs that were put forward 

in the application. 

Tags Baby tags

5.3.1. Parties and interactions 
involved

5.3.2. Aspects that are monitored by 
the subsidizing party

5.3.2. Deviations from the project 
plan

5.3.4. Flexibility that was allowed • Flexibility on content
• Flexibility on partners
• Flexibility on budget plan

5.3.5. Explicit suggestions for 
improvement by the interviewees

• Allowing more flexibility
• More continuity for the subsidizing party
• Regime of trust or of distrust

5.3.1 Parties and interactions involved
With the OP Zuid arrangement, the entrepreneur has to do a progress report every 

half year, to Incentive, via a webportal. Sometimes an employee from Incentive also 

visits the entrepreneur, but that depends on the account manager involved.

Incentive
After the disposition you report to Incentive twice a year on how your project is doing.

And that is in writing?

Yes, via a webportal (…). And on that basis I assess if it is correctly, if the costs are correctly, 

how the project is doing. If I see risks, if I see risks than I take a trip, then I visit my project. So 

they report twice a year. And then it is possible that a project also, depending on the size, gets 

inspected on the spot. So then I go there as a financial advisor to really tick off the bills (…).Then 

there is an inspection on the location, then you really inspect the numbers.

But basically I think, but that is also a bit depending on the financial advisor that is on the 

project, um, myself I am in favor of, even before the project has started, to see the entrepreneur 

and shake his hand and to ask how he is, how it is going and what it is about exactly. Because on 

paper that is difficult. Then you get more of a feeling with a project. And then visit it one more 

time while it is in progress.

But not every financial advisor does that. But, like now with a new program I have, there have 

been granted a few projects, so then, last week, by chance, I went to two projects that had just 

gotten a disposition. So I went there to tell them what is expected of them. What they have to 
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do. That they can call me if something is the matter. And then, by the time they got started, then 

we probably go again.

From the side of the innovating entrepreneur it is mostly the entrepreneur himself, 

a project leader, when present, and an administrative worker, who participate in the 

progress report interactions.

Incentive
I think the average financial advisor has twenty projects. Perhaps a little less.

And they call the entrepreneur himself, or is it the financial people in a company?

Both.

And do you notice a difference? Who is calling?

Do I notice a difference, well you know you send out questions via email, and mostly you send 

the email to the project leader as well as to the financial man of the project, or the financial 

woman, and you notice after.. yes, you simply know that questions on the content are addressed 

by the project leader and the financial questions.. but sometimes that is also united in one 

person, um, yes, you notice that. And you also have very small SMEs in which it is the same 

person. So a project leader who is very involved and who also knows exactly what the costs 

were. So, yes..

Yes, that is rather beneficial, also now, what I have been saying, now I went to Maastricht on 

Monday, to a project. That is a cluster of four SMEs I think, maybe five. And then I told them 

I want you to see to it that the project leader concerning content is present, to the reporting 

party, and that the financial man or woman of a company is present.

So that it, that they understand each other if I later, if I start asking questions later. So then, 

well, then we ask, just like we operate here, someone on the content, someone on the finance, 

that that links up, yes. 

Incentive itself only employs people with a financial background. 

Incentive
And those arrangements, which specialisms are involved in that? Are there technically oriented 

people present here at Incentive?

No, well perhaps a lost technician. It is a lot of hired staff which is present here. They are mostly 

specialized in European subsidies. Because it is really a specialism to report to Brussels. And 

partly just civil servants.

And that reporting, you say it has to be, um, legal-financial, that is roughly the profile.

Yes.

Sometimes also other parties can initiate controlling activities.
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Incentive
That does not make it easy for an entrepreneur, because an inspector is always distrusting 

towards you, and I don’t think this is very decent of this line of work. That is regrettable.

What do you mean by this?

Well, that you, for instance if an inspector from the Ministry drops by, then it feels like, to me 

anyway, that they are really looking for mistakes.

The Subsidy Advisor can also be one of the parties involved in doing progress reports 

and reporting deviations.

The Subsidy Advisor
And the progress reports, is it customary that you play a role in that?

Yes.

 You support companies in that?

Yes, look we, we ask for certain documents and then assess, is that allowed what you indicated 

there or are there things included that shouldn’t be, and, um, this is the application, why is it 

that we cannot, that we don’t see those bills included. Because that was part of the project. So 

we check it, regarding the application and the regulations. So that it, before it is submitted it is 

already, well, as good as possible, yes.

And is that part of the standard service or do you every time, per company, talk about that, like 

what kind of support do you need?

We offer that as a standard service. For instance with OP Zuid we do that, because I could 

say I, do not do that and let the company find it out for themselves, but then I know that our 

cooperation will not last long. Because then, I know for sure that the entrepreneur will get 

very frustrated, and will blame us for that. You supplied me with this application and then you 

leave me alone to deal with it. And, yes, in my vision you can make a good living in this field of 

expertise if you are sustainable and good for your customers. 

5.3.2 Aspects that are monitored by the subsidizing party
What is the focus of the subsidizing party in the planning and control activities? The 

picture that emerged from the case-studies:

• The ‘technical’ progress of the innovation project does not receive much attention 

in these monitoring activities. 

• The focus lies mainly on financial-accounting aspects. These are scrutinized into 

great detail. Counting the bills of the goods and the services the entrepreneur 

has purchased for the project, comparing them to what was written in the budget 

plan. Making sure the own contribution of the entrepreneur, in the form of wage 

per hour of his own workers, are computed according to the detailed guidelines 

and accounted for (the hours) and reported in the correct format. 
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The Mushroom Machinery
The hourly wages and such, and there were also other things, that, one of the focus points was 

about the WBSO. They said, all right, I thought it was strange that, at the start that had been 

deducted (…) and the application was for 200.000 Euros, but he indicated, well, sir, you receive 

30.000 Euros WBSO, that I am going to deduct. OK, so the application is for 170.000 Euro. 

Eventually we closed the books and he says no, we have to deduct the WBSO again. I told him 

no, we already did that last time (…).

Did you have the impression that the person from Incentive who was on your case, that he also, 

was it possible to talk about technical details with him?

No, he was more administratively orientated. That we indeed delivered it administratively correct..

The Gadget Building Company
We have a project plan, that lays beside the proposal. That is not submitted, this project plan.

That is not submitted?

No. But there is a summary of the project plan included in the proposal. And in the project plan itself 
this specification phase is divided into sub phases, and to every sub phase hours are attached.

 And is the subsidizing party going to inspect that?
I don’t think so.

At the in between reports, because, um 

No, yes, I don’t know exactly what they inspect...

..that is what I am trying to find out. Oh, you don’t know?

Well, how am I supposed to know. I of course submit my reports, and that contains hour reports, 

that contains bills, that contains, um, things. I also get visits by people who then come and 

listen, like, where are you at? Are you ahead, are you behind on the plan. You mention it. And, 

what they do with it and how much they derive from that of course happens at their office, I 

don’t know that.

The Paper Money Destructors
The inspections, did the people of Incentive visit you here? Did you, were you obliged to account 

for what you did in between? You have progress reports.

Bookkeeper: Yes, I submit progress reports. And I put in a lot of details, historical reports of the 

wages. That they can check the hourly wages right away, I declare as much as possible right 

away on the basis of what it should be. So not on set amounts, or as little as possible

Only with regard to the wages of for instance 2014, we do not have an historical report of the 

wages so I had to apply temporarily rates. Of historical wage reports 2013.

And with regard to the bills, well, we really submit the right bills right away, we really submit 

everything right away so the final report will not be more difficult that the in between reports.

Some of the entrepreneurs questioned the effectiveness and the efficiently of these 

accounting obligations. 
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The Machinery Group
That first time, when you did receive subsidy, did you..how was that with reporting, did you have 

to do progress reports during the process? 

Yes, absolutely.

And, about what?

About the progress, spent hours, spent materials, whether you were on schedule with that, yes, 

that is simply a lot of work.

Were there milestones agreed upon?

Yes, there were milestones agreed upon, also milestones on the basis of which you were paid by, 

um, the government, yes, they are there.

And how did that go? Did that cause tensions with the ongoing process to..

Yes, that always causes tensions. I mean, then there is , um, I am not going to use the word, but 

then there is somebody there who, up to two digits behind the point says, well, yes but that man 

has had an increase in his wages, so that has to be 50 cents more or less, you know. That is of 

course not something suited for an entrepreneur, you know.

I can imagine that well.

And, I, I for the least. Look, I’m a hands on person. I for the least anyhow. But well, we have 

people of course who can do this.

Deviations from the forecasted budget posts might lead to creative bookkeeping.

The Machinery Group
And the content of the process? The sequence, you just said that you, for instance, have to 

produce a new tool three times, how did that go? Was that inspected, and did you receive com-

ments on that, that first time?

Well, you know, I am very creative in that. If it is not three times the tools that I can submit, 

well, than another aspect will become more expensive, you know. I can tell a lie here, but that’s 

just the way it goes. At a certain moment you get so creative that you say, my god, I have a 

setback of, um, because those tools were somewhat less expensive, well, 15 to 20.000 Euros 

they cost. Well, then I say, god, I can’t put that in there (…). But the software hours were less 

than expected, so to speak, and then we put something extra on that, you know. Well, than 

simply.. I would lie if I would tell something else.

Although there were also positive comments on the way in which Incentive helped 

the innovating companies in fulfilling their accounting and reporting duties.

The Mushroom Machinery
Well, I have to say that, in itself, the accounting and reporting, so to speak the administrative 

aspect, that you had to submit those papers at a certain moment and such, that I didn’t find that 

bad, I have to say. We were pleased with that, in any case during the project itself... The end, 

that is another story. But during the project we were pleased with that. Also at the time of our 
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first progress report, there was a lot more communication also from Incentive. Like OK, is that 

right, are the hours calculated correctly, if not, OK, then it is not correctly, then this is how it 

should be. (…) So in itself this was, I thought that this was well arranged.

You received help from Incentive. If it was not like it should be, then they didn’t just say you will 

be fined or you will get..

No, no, then they just decently stated that, OK, this has to be done differently, and is this cor-

rect, and how did you do that and why did you.. And with the first this was of course a little bit 

more intensive, and with the second and the third that is a lot less. Because then in this case you 

knew it yourself too. It was in itself, fairly logical how it was set up. 

Originally we submitted an hour calculation, eventually this is adapted by Incentive. They say 

it should be done so and so. We said yes, that is all right with us. And now, eventually Incentive 

returned and said no, this is not acceptable, has to be done differently. And then we again, 

eventually seven different versions of this hour calculation were produced before Incentive 

assessed it as correct.

The Paper Money Destructors
Bookkeeper: Incentive also reports back very decently I think. If, for instance, we, on the website 

we have to mention all of the subsidizing parties, we have to mention them on our site. Well, 

they look on our site and if it turns out that, for instance recently we hadn’t included the central 

government with its logo on the site, than they report that back very decently, then we get the 

chance to include that and then it is fine. They think along.

So it is not the case that they just inspect us to see what is wrong, but they also say you can solve 

this so and so. And they even indicate if we sell ourselves short. That happened, for instance, 

with OP Zuid 1, there we sold ourselves short on certain issues, that they also indicate that we 

are allowed to do that differently. Because we sold ourselves short in a way. Even on such issues 

they offer advice, so I think this is very decent. They control and think along.

5.3.3 Deviations from the project plan
All entrepreneurs reported that there were deviations from the original project plan. 

The Mushroom Machinery
If you look at what the deviations from the original plan were, did something change in the 

goals?

No, not in the goals.

And the partners? You have already stated that, anyhow the..

Yes, the partners did change. This one was mentioned at the beginning, but he got a bigger part 

eventually. And we did mention them as supplier of raw materials. So he could possibly deliver 

separated covering soil, so his role got bigger.
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So with regard to deviations from the original plan, we already talked about the partners, the 

milestones and the goal, you said, that stayed the same. The activities, so what you wanted to 

spend the money on. Did changing occur in this area during the running time?

Yes, because we eventually acknowledged that we, of course we are a production company, so 

we can produce things well, but I say I like to look at other sectors, if I can find something there 

that is useful. Eventually we found something, so eventually this machine was, I think that the 

supplier himself originally wasn’t mentioned, he would now, for instance, there I would now 

all of a sudden want to order 80.000 Euro worth of materials. And he wasn’t mentioned at all 

originally.

In the previous section we already presented quotes where the Paper Money Destruc-

tors mention customer feedback, causing changes in desired specifications, as the 

prime cause of deviations from the plan. In this quote they also refer to operational 

issues.

The Paper Money Destructors
It never runs according to plan. I mean we were of course also dealing with a number of staff 

which caused us to slow down the project a little bit. We have an internal organization, we 

changed that quite a bit this year so that slowed down some things, I am convinced of that. But 

that is up to par now, yes. And we think as much as possible along the lines of the original plan 

lying there..

The Gadget Building Company
The subsidized project always is in line with our own plan. And that does not mean that we are 

always in accordance with the plan. We also of course have things that happen that cause the 

projects to run differently from how we planned them. It would be the first time that somebody 

makes a plan that is executed from front to back without, um..

You have never experienced that? There are always deviations?
There are always deviations.

And did that ever cause problems then, with the subsidy granting party?
No.

It always went right?
Yes. Of course if you have deviations so big that you don’t, um, look you just have to, within a 

reasonable timing around the forecasted time schedule, you have to, um, a deliverable, we also 

specify deliverables per phase, and the deliverable of the spec phase is that there should be a 

product specification document. And after the prototype phase there should be a prototype. 

And so we show that. This is not produced for the subsidy, but, here you see the phases we go 

through for instance for realizing eventually a design that looks like this (shows prototype).
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5.3.4 Flexibility that was allowed

A. Flexibility on content

The general image that emerged is that entrepreneur can deviate from the content 

of the plan without losing his granted subsidy completely, as long as the ‘broad lines’ 

are adhered to.

Incentive
When it is about the content an SME entrepreneur has liberty to execute it. , Because, just like 

I say, of the one Euro he spends only 35 cents comes from us. So I really automatically assume 

that the project leader knows, that he with regard to the innovation, on trial and error, and 

then he tried it three times and then he takes another direction. Well, I don’t have any opinion 

about that.

And then eventually, he has thought up a new innovative olive stick he wants to develop, and 

how this happens, he is good at that. I have assessed this upfront, I have hired a pundit to 

assess that, if it was innovative and if there was chance for success, and that was it. So if that 

entrepreneur has to throw away a prototype, or has spent much more hours on it because a 

test failed, that is fine. As long as he sees possibilities to finish with a successful innovative 

development, well then I think, who am I then to say we should put a stop to this because it is 

not going fast enough

Yes, of course there are projects among them that stop before completion. You know, where 

there is a certain go/no-go moment, then they have tried it and after three tests it still fails, yes. 

Then that is a natural course and then you may submit the costs up to that date, and then you 

quit. And that is a great shame, if we thought that this would be an innovation for the region, 

but it is up to the entrepreneur to make that call.

And this changing in the content, you know, to give an example, the goal of the project is, 

develop a prototype, produce reports for validation at a later stage, just to give an example 

you know,(…). And that prototype, it turns out that after building it three times it doesn’t work 

out. Then that’s, then you report that in your progress report. Twice a year you report to me 

how your project is doing. And if I see cause to think that it is really not going well, then we 

intervene and then we say, gosh, now you have to do this or this, because otherwise it won’t go 

as it should. 

So that prototype, like I say, that gentleman is already..tinkering with that prototype, if after six 

times still things, shit, this isn’t going to do it. Then, he says: I pull the plug, because it costs me 

65 cents on the Euro, and I think that is too much money.

So he, as long as you pursue those project goals in broad lines, nothing is the matter. Then you 

don’t have to, you won’t get a changing request for that.
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The Micro-droplet Manufacturers
So you write it down in a way that complies with what the master wants to see. About that, 

what I didn’t realize at that time, but what I know now, is that a change afterwards, really 

is almost always possible. Because once it is granted, and you stick to the framework of the 

subsidy program, then they will be more flexible. The donating parties will be more flexible in 

their possibilities, because it is not in their interest too (…) Because then that little bit that they 

granted you, then they get that back again. That has to eventually be granted to another party, 

so what they in a way miss is a nice innovation.

So therefore I, when I apply for a program now, I think more along the lines of, OK, what do we 

as a company, do we want to realize. How does that fit the fund? That we are going to write 

down, how it, it is realized. And if there are changes afterwards, and there always are, it reality 

is different than what you can think of now, then we carry them through then.

Though in consultation with the granting party. Because they don’t like it if you say afterwards, 

well, I did something else then what we have written down. But at the moment that you report 

a change while it is running and you change the course a little bit, then mostly they will go along 

with it.

Don’t built the new BMW on your bicycle money

Flexibility on content stops when the output is something else then what was put 

forward in the application. No re-assessment is made then to see if this output could 

perhaps also fit with the goals of subsidy arrangement. Only the products of planned 

development are subsidized.

The Subsidy Advisor
And, changes in the goals? That you, you want to produce something and, well, it evolves into some-
thing that is broader or that is really aimed at something else.
Well, look, it depends upon what kind of change it is. Suppose you say my, um, I am going to 

develop a completely new device and I am going to apply that to enhance grass seed, and it 

turns out that you can’t just apply this to grass seed, but also for other kinds of seed. Then this 

will surely be allowed. But if it will become a totally different, something, that doesn’t have any 

resemblance, well, then that won’t be allowed, you know. So a little broadening is permitted, 

but it has to be a planned development.

I have no experience with arrangements that operate so open, that you can add all sorts of 

things during the process. Because that is unknown to us.

Those don’t exist?
No, we only know that you adopt a planning approach upfront, and that is also stated in a lot 

of the arrangements. That, it is only applicable for subsidy if you approach it with a great deal 

of planning. And so have upfront defined phases. And with regard to content it is possible to 

change if the innovation, so to speak, stays the same in broad lines.
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Incentive
But suppose you say, I’m going to build an engine for an electric bicycle, and eventually you built 

the new BMW, well, that is not possible.

B. Flexibility on partners

Changing the division of labor among partners, or losing partners underway, appears 

to be possible to some degree, but not without scrutinizing by the executing party. 

Incentive
And for instance, with a partner, if one of the partners goes bankrupt, and then you as the 

reporting party say I will take over these activities, then I do say, well, are you, do you have the 

abilities to take on these activities of this partner. Because at the onset you started cooperating 

with this partner because there is a fit in that area.

So Philips started cooperating with DE for the Senseo, but if DE would have gone bankrupt, 

well, who tells me that Philips could have produced those coffee pads? So then I say gosh, are 

you fit for that and how are you going to resolve that?

The Subsidy Advisor
And different partners? If they for instance are included as services from third parties in the 

plan?

Well, services of third parties, that is always possible. But they are not called partners, are they? 

A partner, then you are really a full partner, then you also bear the risk in a project, and then you 

also are co-applicant in a way. And that cannot change just like that. But, third parties, that’s no 

problem if you switch in that area. Yes, that is allowed.

C. Flexibility on budget plan

Changes in the budget plan are also possible, but the degree of scrutiny appears to be 

a lot higher. And there are strict procedures that must be followed.

Incentive
Is it possible to, while it is running, to change the division of budget posts, for instance when it 

is about materials you want to buy, to change that?

Yes.

Yes? He can contact you and..
He has to put in a request for change. An applicant is obliged to indicate when there is a change 

(…)

You have to report, um, suppose we rule with regard to types of costs, and costs of third parties 

and wages are included, just to give an example. The wages are 100 Euro and the costs of third 

parties too. But during the process your engineer becomes ill, so that changes to 50 Euro, but 

then you have to hire a third party, because you want to finish the project speedily. So then the 

costs of third parties go to 150 Euro. Then you have to report that to us, then you get an revised 

ordinance that contains the new numbers. 
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And if the story behind that makes sense, well, shit, somebody has taken maternity leave, just 

to name something, 5 month not available, but I want to finish the project because we were 

already in the testing phase and my other players are waiting, then that sounds logical to me, 

the sequentiality is there or I see the causal relationship, and then I say yes, this fits with the 

course of the project and I don’t see anything strange here, so then I approve that. 

Aand you have that authority?

Yes, then I draw up a letter, and that goes to, that is signed by the manager, you know, he checks 

it. And with essential changes in the budget plan, then the controller checks that too. But this 

kind of changes in budget posts, that is fine. 

The Optical Firm
Bookkeeper: Than you have a few phases and everything is indeed tied to those phases, includ-

ing finances and then that is followed by a whole planning and that planning you submit there. 

And now we have, for instance, the last time we adapted the planning and we reported that in 

the progress report, that the planning had changed and why the planning had changed.

And that was possible?

Yes, that is no problem.

Only the respondent from the Machinery Group expressed a different view about the 

degree of flexibility. He reports fairly the same as the other interviewees, only he 

shows a different appreciation for it.

The Machinery Group
I was referring to the in-between reports, so not afterwards.

Yes, that was fairly black and white. They simply said: this is the rule, you have to stick to that; 

that I will make inquiries about. So that’s how it went. So this is how it is, I am sure about that, 

you cannot deviate from that, this could be a point of discussion, I will ask about that, and this 

is not allowed. Boom. Fairly digital.

Oh. So not..

Not like, well, we have now discovered that we, that we got the tools right the first try, but 

that ‘loss in weight’, that worked out badly (…). But that was a few years ago..I don’t think that 

flexibility was present.

5.3.5  Explicit suggestions for improvement for the stage of 
executing the plan and making progress reports

5.3.5.1 Allowing more flexibility

Few entrepreneurs complained about lack of opportunity to change course, the ac-

counting and reporting burden was the main problem in their view. One entrepreneur 

did express a wish for greater process flexibility. 
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The Donor Organ Deliverer
You were not impeded by having to specify upfront exactly how you wanted to spend that 

money?

No no no, that was, that was, that is an excellent arrangement. You are totally free, and yes, 

only at the time of the declaration you have to put in a progress report. And, um, the supervi-

sors, so the project managers with, from LDC in a way, Limburg Makers secretariat at LDC, they 

visited us a few times to catch up.

And also because, yes, of course we went into a completely different direction, and we reported 

that immediately to them. Well, you have to, of course, if you are going in a completely different 

direction, with other partners etcetera then mentioned in the application, then it is advisable if 

you can report that, not just in the progress report, but in person. And they also gave us some 

hints, about other companies who could cooperate in this, which they did too. That was very 

nice, yes, I should say. Limburg Makers was really very well arranged.

You said for instance about the innovation Fund (…) that you would like to change the course, 

did you have the impression that a plan when it was submitted, that you had to stick to that?

Well, with that type of, yes, I think that with OP Zuid, you really must have a plan that is laid 

down in concrete. Because, yes, they are being monitored too. And if you then, if you are in a 

grey area then they choose for certainty.

5.3.5.2 More continuity for the subsidizing party

The executing parties stated that discontinuity in policy and in personal caused extra 

problems with executing the subsidy arrangement.

The Limburg Development Company
And then further you get that we, the government parties and the policy makers, with govern-

ments, everybody of course wants to stand out in his term in government, do good things, and 

they don’t want to by definition continue with the same tools year after year.

So now and then new lingo, new developments, new points of attention or however that is 

called come forward. At a certain point we have to, at a certain point we are obliged to, with the 

best intentions, to lay down plans, experiences, differently, in new arrangements.

Incentive
Then that entrepreneur by chance got a different financial advisor, that is due to the personal 

changes that have occurred through the years (…) I think that I am one of the financial advisors 

who has been in office the longest. So I also have projects that I have been with from start to 

finish. Projects from, um, yes projects that I have still got running now, almost all of them are 

from 2010, so I run them for five years now.

But there are projects among them, and that is bad, that is not so good, they have had some five 

financial advisors. Because the hiring..

Ah, like that.

There is a big chance that one says, well, I think that my assignment has had his best days. I, for 

instance, lost a tender. So I indeed think that there are applicants included with..
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Well, look, I do think, with regard to, now 2014-2020, such an arrangement is only for seven 

years. So every time the circus is put into action, you know, how much money is going to the 

member states, what does the south of the Netherlands receive, on what can we spend that, 

and that money is becoming less and less. So when I entered here there was very little experi-

ence. Because you have to hire people for seven years and then in theory it could end.

The Subsidy Advisor
With regard to changes within the executing party, that suddenly there is another person there 

and that promises made or agreements that were reached were not laid down correctly or were 

not communicated properly. Have you experienced that?

Well, what I have noticed is that Incentive does not lay down much, a lot is done by telephone. 

Look, official requests are laid down, but a lot of things we ask, then we try to get them in 

writing, but Incentive tries not to bind itself legally.

The Mushroom Machinery
So I submitted, for instance, you know, on 15 September. So I started the bookkeeping from that 

point in time, 15 September, like it was mentioned in the progress reports, and was approved, 

all of it. And afterwards, the staff member that was employed there at that time was not there 

anymore, there was someone else. And afterwards, that person said, we are from an external 

accountancy firm. And he also examined the paperwork again, and said that is not allowed, that 

should from 1 October. No, that was from 15 September.

(…) But we said well in a way this is all nonsense, because we went through all this already a 

year and a half ago. And that was communicated then, eventually Incentive itself said: this is it. 

And a year and a half later they say: no, this is not it. And you have no leg to stand on.

5.3.5.3 Regime of trust or of distrust

The executing party also reported that the financial legal experts that are engaged 

in the monitoring and control activities are often more inclined to search for faults 

made by the entrepreneur instead of helping them to comply, due to their profes-

sional training and the traditional role of an accountant.

Incentive
Do you have the impression that entrepreneurs keep all kinds of things under their hat because 

they are afraid that it may not be allowed?

No, I don’t have that impression.

No?

No, certainly not. But, that is also my point of departure. You notice that in this subsidy branch, 

um, there is an accountant-like distrust to the fellow human being in it. But if there, if I go and 

visit an SME entrepreneur, I assume that he is sincere, and if that is not the case.
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And, I don’t know if that, and that is not a trend in subsidy land, that is not customary I think, 

but I assume the SME entrepreneur is doing it right. And if he wants to cheat on me he sure has 

the chance to do that, but then I did my best to find that out.

And I think, just like I said, I think that I…there are two types of financial advisors with us. 

Together with a number of colleagues I am the type they call to say: now we are pushing the 

boundaries, what do you think about that? Then I say well, I see a risk because I think there is a 

big chance that such and such will drop by, and then you crossed the boundaries.

I also have colleagues who present cut backs afterwards and then say no, no, this is not right. 

So there are also.. it is just like with accountants, the regulation is strict and people are keen on 

fraud. That does not make it easy for an entrepreneur, because an inspector is always distrust-

ing towards you, and I don’t think this is very decent of this line of work. That is regrettable.

What do you mean by this?

Well, that you, for instance if an inspector from the ministry drops by, then it feels like, to me 

anyway, that they are really looking for mistakes.

Ah, like that.

Yes, I think that is a nasty departing point when you visit an SME entrepreneur. Because that 

entrepreneur has spent so much money, and he needs that innovation to create turnover, or to 

launch a new product on to a market. And I think it is a very dismal assumption, to assume that 

the entrepreneur is doing it wrong.

The Subsidy Advisor
If you could design an arrangement yourself to promote innovative entrepreneurship, in what 

ways, if any, would this be different from the current arrangements? Would there be other 

elements in there? If so, which?

Yes, well, what I would do is that you foremost conduct the selection on content. And procedures 

and criteria, that you leave some more space for the executing parties (…).

What I could say about this is that government often searches for security too, you know. And 

doing so all kinds of things are also excluded which could be uncertain also for a government. 

And what I would like very much is if there would be a very good committee who just says, OK, 

um.

For instance now a company has to produce a signature, stating that they are not in financial 

trouble. And there are certain rules to determine whether or not they are in financial trouble. 

That means that companies, those techno starters, who in a way invest everything they have 

in development, you know, and that for instance, after three years you are not a techno starter 

any more, you know, but for instance after four years you are seen as a regular company. That 

you have to, then already, fill out a form stating that you are not applicable. Then a subsidy has 

to be denied to you..

Those are all false securities that the subsidy will land in the right place. While then it doesn’t 

always end up at the best parties, or the best projects, you know, because.. And that’s why I 

would I like to see such a government be entrepreneurial. That they say, well OK, we really want 

this to go to the best projects on content, and that you seek less false securities. Just like what 
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are the best propositions and which projects we think will succeed. And don’t built all kind of 

barriers then with what in my view are false securities.

5.4 Final report
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The last stage of the subsidizing process is producing the fi nal report (by the entre-

preneur), checking if this is OK (by the subsidizing party) and, if so, sending the last 

tranche of the subsidy to the entrepreneur.

Tags Baby tags

5.4.1. Parties and interactions involved

5.4.2. Not reaching goals no problem at the end

5.4.3. Longer running time

5.4.4. Waiting for the money

5.4.5. Chain of accountability

5.4.6. Explicit suggestions for improvement by the 
interviewees

• More tranches, less prefi nancing
• Enhancing effi  ciency of subsidy arrangements

5.4.1 Parties and interactions involved
The same parties that interacted in the previous stages also act in this fi nal stage. As 

stated before, The Subsidy Advisor was reluctant to take on a project if the entrepre-

neur did not want them to assist in all stages on the project, because in her view this 

is a recipe for failure.

The Subsidy Advisor
If you look at, for instance regarding OP Zuid, what does your involvement look like, from the 

preparatory stage to the fi nal report of such a trajectory?
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If they don’t want our assistance with the final report then I actually don’t dare to proceed with 

OP Zuid, because that really is, that’s what I least like about this arrangement, that you simply 

have to be very, that is very complex. 

And the accounting system has to be set up right, otherwise the companies will experience very 

big problems, that really is not funny. Because then they have their affirmations but do not 

receive their money. Yes, nobody will be happy about that, you know. 

5.4.2 Not reaching goals no problem at the end
The executing party Incentive stated that not reaching the innovation targets does 

not mean that the entrepreneur does not get his money, as long as he has made the 

efforts that were planned and administrated and reported on those in the right way.

Incentive
And that the applicant puts in his final settlement, after those progress reports. And then it 

can be the case that you stop by at that final declaration, but otherwise you settle via email. 

In 2007-2013 the entrepreneur had to do his best to achieve that. So what he had put down 

upfront, to have accomplished that at the end, but there were no consequences.

So if you had done your best and after six month it appeared that this trial and error in this 

innovation just didn’t work and you put an end to it, then that was it. That did not have.. Or 

if you hadn’t achieved that three fte that you had assumed upfront, then that did not have 

financial consequences.

5.4.3 Longer running time
Every entrepreneur we interviewed reported that at the end of the period, they 

requested a longer running time, as the project was not finished yet. This because 

there had been a delay at the start, there had been problems with test locations or 

the human resources had been distracted by problems with other projects that ran 

simultaneously. 

If the arrangement is not at the end of its running time, for the OP Zuid arrangement 

this was seven years, this was never a problem.

The Paper Money Destructors
Bookkeeper: Yes, that did influence the trajectory. That’s why we had to find a new test location 

again, we had to apply for extra time and as we applied for extra time they clearly indicated 

that the running time of this OP Zuid subsidy, that this really expires at the end of 2015. So they 

did indicate that we got an extension until 1 May 2015, but then they did want to know very 

sure that we are going to fully use the subsidy. Because otherwise they want to give the subsidy 

to other companies, because the fund has to be empty at the end of the year.

So that shows that they are very flexible, as long as the end of the trajectory isn’t reached. That 

you can notice, they want the money to be simply spend well. And not that we would indicate 
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at the end of the period, of that 250.000 we need 150.000 subsidy because there was so much 

delay. And 100.000 they can’t distribute any more.

The Optical Firm
And when did this start, this whole trajectory?

I think it ran from 2013 and 14, two years, it should have been finished in 2014. But we extended 

that with one year, but that is really the end. 2015, then it simply stops.

Then the whole arrangement is finished. So if it is not ready then, we have to get the definitive 

numbers approved by the accountant and then you get this subsidized. But what we did not 

spent yet, well bad luck. You can’t submit them in 2017, no 2016. Then it is just, well, a shame.

Incentive
But, you have to imagine, we have and amount of money and that has to be spent in a certain 

rhythm. Because Brussels says, you get money, but you have to spend it well, because it is meant 

to stimulate the economy. It cannot be that you, member state the Netherlands, wait until 2015 

before you spent the money from 2007.

So we assess upfront all the projects put together, those projects submit a budget planning with 

the application. So, one entrepreneur says in 2008 I will spend 10 Euro, in 2009 10 and in 2010 

10 Euro. And all those entrepreneurs added together, then I make the assessment as a program 

manager, well, all my projects together, if they all stick to their spending plans, then I comply 

with the spending planning of Brussels, because all my projects add up and they spend enough 

money at the beginning. 

5.4.4 Waiting for the money
Another issue that was reported was that the payment of the last tranche of money 

was delayed for unclear reasons.

The Carton Factory
Bookkeeper: From my point of view it’s only, um, the closing and such, that could just go 

smoother and easier. In the sense that, once it is approved then the matter should be finished 

too. Not that you afterwards have to, I have had to call nearly five times now, and then they 

keep saying next week it will be put right, but this does not happen.

5.4.5 Chain of accountability
Like the entrepreneur, the executing parties are also held accountable for their ac-

tions by other parties. Sometimes the entrepreneur can get involved in an additional 

audit by one of these parties.

The Machinery Group
We have been heavily audited by Brussels on that afterwards. Whether it was in order finan-

cially. That we passed without, we got through that very positively. But it did involve a lot of 

work. But that I see as history. That went well, but it did cost a lot of administrative effort. But 

then you should discuss the efficiency of subsidies.
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Incentive
Reporting to Brussels, that is not an easy task, I assume after listening to what you said.

No, that really is a specialism, that is not something you can do just like that I think. 

Well, someone I spoke said that afterwards he had an extensive accountant audit, and that he 

had the feeling that they wanted to examine how the arrangements were executed. That is was 

not so much to do about, um..

Yes, about the project. 

And are you also involved in that?

Controlling you mean?

Reporting to Brussels, to the officials in Brussels. 

Well, it’s not even about Brussels’ officials. There is a civil servant for the south of the Nether-

lands, so she regularly stops by here to see how it is going. She has a few programs under her 

supervision, a few, um, regions. But for instance in Brussels is also a committee of supervision. 

In the informal talks with national administration and such things. And besides that we must 

report to Brussels twice a year and we have to write an annual report and such and everybody 

is involved in that one way or another.

And I think that the inspections, that I also see as a stumbling block. So, if an applicant submits, 

his costs, then I check it. And then the ministry of Economic Affairs also wants to have an 

opinion. And the treasury department might stop by. Those inspection (…) are so intense, that I 

sometimes think, have you ever visited an SME entrepreneur? Do you realize what information 

you ask him to produce? Is that reasonable compared to what you donate to that SME entre-

preneur? And I think that this is incomprehensible for an SME entrepreneur. National subsidies 

are a lot less strict.

Yes? Is that so? Than European?

Yes, but that is because, with such a European policy program, that’s, a European regulation is 

the base, and every member state has to fit into that. And Poland receives many billions of Euros 

more than the Netherlands, and the same regulation is applied. So there, there it is, the material 

difference is enormous. If you don’t impose strict regulations on that, they can get away with a 

great lot of money.

While in the Netherlands, it is with a project of seven K, automatically the administrative burden 

gets heavier. See, if you construct a bridge in Poland, and you put out a tender, than the admin-

istrative burden is much lower compared to the revenues. But well, these regulations have to be 

applied in all member states.

Besides the parties mentioned above, also the juridical system can get involved the 

interpretation of the rules of a subsidy arrangement.

Incentive
I do think that 2014-2020, um, you have a lot more experience. But, for instance Economic 

Affairs doesn’t always give a judgment on their regulations. The European Committee is still 

searching with regard to what they want. In the meantime we are already granting subsidies 

to SMEs. So for an entrepreneur, we now are in 2014-2020, it might well be that we told them 

in 2014 that, on the basis of instructions by Economic Affairs or Brussels, that we thought that 

that was reasonable.
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And that then, in 2018, it appears, after 100.000 inspections, that we should have assessed 

it otherwise, stricter. So, that is inconvenient for an SME entrepreneur, that can be improved.

So that in fact the regulatory framework is not quite clear, or that this to can be ongoing..that 

it can change?

Those are clear, you know, it is regulation, it is law, it is law. But the interpretation of this 

regulation, that leads to discussion through the years. How should you understand this? What 

does the old service think of it?

And that is annoying for the SME entrepreneur. That is a shame, because the entrepreneur 

starts working. He has his innovation, and he doesn’t care, because he by chance has a project in 

2015, and perhaps he applies in 2018 as well. And in 2018 we already have jurisdiction on that 

arrangement, or we have decisions of an inspecting body.

And then it is much better if we say to the entrepreneur, yes, this is possible, but you have to 

also put this and this on record in your dossier. Whereas, in 2014 we didn’t have that background 

yet, so then we say to the entrepreneur: it is possible. So I think the SME entrepreneur is the one 

who suffers, so to speak.

The Subsidy Advisor
In all the years this has been, this has been executed like this. And now after the closure of 

the tender there has been a correction on this, from, um, in this case from the Ministry of the 

Interior.

Yes.

And the arrangement has been changed after the deadline. And that is almost impossible to 

explain of course, to companies. Like yes, it is written down in the arrangement that this is 

allowed like this.

And then all of a sudden there is a different interpretation. Well all right, in those arrange-

ments…they have not been designed by, um, Brussels in this case, but by the Netherlands. At 

least by, in this case, Incentive. Is it already known what the response was with regard to the 

questions in parliament?

No, on the ninth of November we have a hearing about this, so I think this is rather exciting. 

Because I have seen a lot of course, in the realm of subsidies, but this I have never experienced 

myself. I was rather shocked by this. Here government changes the rules that have been written 

down in an arrangement and thinks that she can get away with that.

And the Ministry of the Interior was involved in this? Not Economic affairs?

Economic affairs supported this too.

What is the relationship of this with the Ministry of the Interior?

The auditors of Finance, they look at whether subsidies legally may be given, constitutional may 

be given. So that are state support rules and that has to be assessed with regard to those rules.

5.4.6 Explicit suggestions for improvement for the stage of 
producing and assessing the final report

5.4.6.1 More tranches, less pre-financing 

Some entrepreneurs expressed the wish to reduce the pre-financing burden for the 

entrepreneur.
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The Mushroom Machinery
Perhaps a milestone or two extra could be built in, because I was glad that we too could get 

a subsidy of this proportion, eventually, but in the end this has not been spend by far, because 

eventually this last, those hardware purchases simply were not done. But if you look at those 

amounts then there should have been in any case, perhaps even two, um, how shall I say this, 

moments extra been included in which you could get the money, let’s say it like this.

The Gadget Building Company
We are a little troubled by that but we are already a little bit more firm. (…) I still feel like a 

start up a little bit, but we have already been in business for five years, but we still are not like 

Philips or Medtronic. We can afford something, but not so very much.

So to make such a development process run well, with which you then anyhow, people who 

apply for a subsidy, include that money in the financing of such a trajectory, as being a part of 

that, it is still 35 %, that is not nothing, you know. (…) So that means that those 35 %, or that 

amount, GC had to pre-finance that all this time.

Liquidity risks..

And, well, that is, apart from the fact that there is, um, interest, I am not even talking about 

that, fine. But liquidity, that is important. Suppose you have a company that is not able to do 

that, that they have had some other setbacks, well then this is, so, then you can do nothing else 

then say we are now terminating the development. And then a stimulating instrument like a 

subsidy should be, has a detrimental effect, which I think is a big problem.

5.4.6.2 Enhancing efficiency of subsidy arrangements

One of the issues that emerged was the efficiently of the arrangements to promote 

innovative entrepreneurship. In a preliminary interviews (not recorded) an insider 

estimated that about 75 % of the money available for this goal was spent on the costs 

of the execution. This was also the roughly the estimate of some of the participating 

entrepreneurs.

The Micro-droplet Manufacturers
Allians, OP Zuid, and then there is another one. In a way this is all European money aimed at 

strengthening the cooperation between border regions. So the cooperation between Brabant 

with Belgium, Germany, with Limburg and such things. In this case it went like, I have prepared 

the administration, then an intermediate from the program, the GCS program, border crossing 

cluster cooperation or something like that, that intermediate checked it once again, he already 

took out some little things. Then it is checked by the accountant of the subsidizing party. Then 

the accountant of the Dutch administration goes through it once again. And then at the end of 

the program I have to produce an accountant statement of a third, or in this case fourth of fifth 

accountant on top of that. 

Well, if you look at how much time you have to spend on that. How much money is spent on that, the 
whole accounting burden that is attached to that. Then I think that the financing party spends perhaps 
twice as much as that they really have granted for hardcore innovation. That is crazy.
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I have also said a few times well, yes, for that reason I will not participate in the subsidy program. 
Perhaps you can collect an nice amount but, first I have to pre-finance everything, then I have to ask it 
back and have to spend two or three weeks on accounting for it. Then it is better to search for customers 
for three weeks.

And with that we return to the question of, well, you get 100 million Euros, what do you want 

to achieve with that, what are your goals? And if you then say well we have, that is a second 

important thing, you have to make choices, and if you do it then, if you execute it, then you have 

to make it as pragmatically as possible. This is just like with a credit card, you know that an X 

percentage, they are going to commit fraud. You have to take that into account. But that is still 

cheaper than trying to secure everything completely. And if you accept that then I think that 

you very rapidly, well, how do say that, produce a nice program that really has added value for 

starting companies.

The Subsidy Advisor
And then you are simply included in the budget posts, so to speak

Yes. But we also produce bids based on hours. But, it is the same reason why parties apply for 

subsidies. If you upfront, such a trajectory takes very many hours, if you upfront, I don’t know, 

if we put in 100 hours, then that is a rather large bill. And, then they sometimes think, well, you 

keep that risk yourself. I will pay you a percentage of the subsidy if that arrives.

The money that does reach the entrepreneur is not totally available for the innova-

tion effort. Extra costs that occur for the entrepreneur include:

• The costs of writing the application (estimated at one month work for one person).

• The costs of setting up the accounting system, doing the progress reports and the 

final report.

• The fee (when available) of The Subsidy Advisor.

The Machinery Group
And what happens, about 150 companies apply, and 20 are approved. That means that 130 

companies, 130 times a month of work, in Limburg are just completely wasted in order to 

receive a subsidy. I call that capital destruction. It is just plain capital destruction. To burden the 

SMEs to such extend with an application, and then having to tell them no, upfront no, um, yes 

that is capital destruction. I think that, well if you could sue the government for that I would do 

this. It is totally irresponsible.

Look, I am talking about capital destruction now, you know, I have talked about irresponsible 

behavior of the government in this area, you know, if you specifically look at this. But now we 

look at the twenty companies who do get money. Well, suppose that, I think that this is a subsidy 

where you can receive one third subsidized to the max, if you then look at what is left behind. 

The party writing the application, who wants to get 10 to 15 percent of the total amount.

Incentive, I don’t know the percentages there, but that is also an agency that is in between, they 

receive a percentage of it. If you look at the accountancy costs, the administrative costs. If you 

want to, so to speak, register that in an extra sheet, then I can tell you, then from, 100 percent 

subsidy by the government, through an intermediate, through Incentive, through an advisor, 
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eventually reaches that entrepreneur, who then has to do the administration involved, yes I 

don’t think that 10 percent of that really reaches the workplace.

It is just like with paying taxes. Of every Euro you pay on wages as an employer eventually 

the net amount that can be spent is barely 20 percent, you know. The rest is dead weight. For 

government this is totally normal, but for an entrepreneur it is not. 

If I look at the latest OP Zuid, I don’t think that 10 percent remained from that. 150 companies, 

think of that, that is, well, you should be ashamed about that as a government. You should be 

ashamed about that.

They don’t know what the impact of that is on SMEs, who are in trouble as it is. We are not 

doing well, you know. And then we try to put a spin on that, by stimulating innovation. I myself, I 

have been on television more than one time here in Limburg, I have said, boys, there is no future 

without innovation. So I support that with all my heart. And if a government, that is the only 

tool they have, money, if they try to stimulate that, um, yes. But only on the condition that it is 

done efficiently.

Well, what would be an alternative? I think you can also assess companies based on their track 

record, you know. Our company, for instance, if we say we are going to produce that Turbo 

kneading machine, possibly you then could say, within a certain framework that company is sim-

ply granted that. Because they have the patent, they have a new patent, they have a customer 

asking for it. That could be possible tools, instruments to make that easier.

On the other side we have to be real, and I certainly as an entrepreneur, there are also wrong 

entrepreneurs, they try to make money through subsidies. Yes, and it is very difficult to exclude 

them without controlling activities. So well, what is the solution for that?

5.5 Summary

As stated earlier, these are the research questions that are answered in this chapter.

1. What are the experiences ‘on the ground’ of entrepreneurs participating in an ERDF 

subsidy program? 

Is it easy to get access to the subsidy program? Is there lots of red tape involved? 

What stages in the subsidizing process can be recognized from the viewpoint of the 

participating entrepreneurs? Does engaging this subsidizing party in the process 

inhibit the flexibility of the innovating entrepreneur? 

2. Which other parties are involved and how do they interact?

Which internal and external parties might become involved in the different stages of 

the subsidizing process on the side of the innovating entrepreneur? Which on the side 

of the subsidizing agency? 
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3. How do all parties evaluate the subsidizing process and what suggestions would they 

have to improve the effectiveness or the efficiency of this state intervention?

The possible clash between entrepreneurial flexibility needs on the one hand and 

the need of transparency, control and accountability of the executing agency is one 

of the issues that will be addressed. Also, other issues on the effectiveness and ef-

ficiency of the subsidizing process might emerge. 

5.5.1 What were the experiences ‘on the ground’? 

Is it easy to get access? 

Without professional help it is not easy for entrepreneurs to get an overview of avail-

able subsidy arrangements and to assess if their company and their project would be 

applicable, what kind of effort would be involved to apply successfully and to fulfill 

the accounting and reporting demands to receive the money. Subsidy advisors and 

other intermediates play an important role in bridging this gap. Identifying available 

arrangements that are suited for a project is a specialist job. It involves understanding 

the call text and the different perspectives that are included, commercial, technical, 

financial, managerial, legal. It involves understanding accountability requirements in 

view of the policy goals and restrictions. Does this project fit all those criteria? Has 

this company the capacity to set up a project planning and an accounting system that 

can comply?

These different perspectives are also crucial in putting together a successful ap-

plication. All perspectives have a different lingo, which is easily misunderstood by a 

non-expert. They are ‘visitors in a strange land’ in this respect.

Access only when technologies and markets are known upfront

Another conclusion about access is that only projects where both technologies and 

markets are known make a good fit with the requirements attached to an application. 

If the starting point is a new technology (technology push) and the entrepreneurial 

innovation process is about seeking a viable product, market and business model, the 

OP Zuid arrangement shows a bad fit. Only activities and costs attached to them that 

were projected upfront and that are included in the budget plan are subsidized. That 

is difficult for this type of projects. If only a market is known and the entrepreneur is 

trying to develop a technology, often by searching for available technologies in other 

field and trying to recombine them, the same thing applies. These types of projects 

need more flexibility on budget posts.
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The user friendly front face

A ‘user friendly front face’ of a subsidy arrangement can sometimes disguise the 

financial-legal-political complexity that lies behind this. This could entice the entre-

preneur to enter this strange land without an experienced guide. 

Substantive transaction costs

The workload to produce and assess an application is another issue that emerged. 

One entrepreneur estimated that it took one month of working hours with his team 

to produce an application for an OP Zuid subsidy. Other parties affirmed that it was 

not to be underestimated. The success rate is often no more than 10 out of 100. At 

the receiving end this entrepreneurial work has to be scrutinized by the officials and 

the experts of the subsidizing party. No statistics were found on transaction costs de-

fined as the costs for all participants put together in this system of money allocation. 

Is there lots of red tape involved?

All parties involved confirm that there is lots of red tape involved in the subsidizing 

process. In every stage all sorts of forms have to be filled in, reports have to be made. 

All of this information has to be scrutinized by the subsidizing party. The subsidizing 

party itself also has to fulfill extensive and difficult reporting obligations toward other 

regional, national and European parties that play a part in the system as a whole.

What stages in the subsidizing process can be recognized?

The subsidizing processes from the entrepreneurial viewpoint was divided in four stages:

• Finding an appropriate subsidy arrangement. 

• Writing the application and setting up the accounting procedures.

• Undertaking the effort, making progress reports.

• Producing the final report.

Setting up the accounting procedures

Finding an appropriate subsidy arrangement and writing the application was already 

discussed. The next hurdle (phase 2b) is setting up the necessary accounting proce-

dures. This is also a task that is easily underestimated by the innovating entrepreneur. 

Some issues that emerged:

• The reporting requirements are often not compatible with the output of standard 

accounting software. This, when noticed in time, leads to extra efforts that are 

necessary to produces the reports in the desired format and the desired degree 

of detail. When this is not noticed it leads to the entrepreneur not receiving the 

(total) subsidy granted.
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• The requirements can lead to extra registration tasks for the innovating experts 

involved. Companies who are accustomed to time writing and detailed cost and 

activity registration have no problem with conforming to these requirements. 

Companies who do not have such experience may find it hard to assess correctly 

what these requirements entail. Some things have to be taken very literally, need 

to be accounted for in a degree of detail that is hard to understand for an entre-

preneur, who is inclined to depart from the ‘spirit of the law’ instead of the ‘let-

ter’. Other aspects do not require such detail. It is difficult for the inexperienced 

entrepreneur to tell which is which. 

• The requirements necessitate the entrepreneur to buy the subsidized means anew 

and not extract them ‘from stock’. Only bills that are dated within the subsidizing 

period can be put forward. 

Undertaking the innovative effort, doing progress reports

Once the entrepreneur is on its way with his innovation process, the flexibility issue 

emerges. Only activities and costs that are included in the original budget plan are 

subsidized. If new issues arise, new activities are necessary to get the job done. These 

are not subsidized unless a formal request for this is put forward and approved by the 

subsidizing party. It is possible, but only within a narrow frame. New partners or new 

goals are not approved. Also activities that take longer than the running time of the 

arrangement are excluded from subsidy.

Doing the final report

In the final stage, the entrepreneur has to produce a final report, which is also a spe-

cialist job. Alterations in the budget plans that have been put forward to the subsidiz-

ing party and approved by them, might be challenged by the ‘officer in charge’ at this 

time. This is often a different person, because of the high staff turnover within the 

executing party. Furthermore, the executing party often does not put agreements in 

writing, but instead only confirm them by phone or in a personal conversation. In the 

last stage of the process, it can take a long time before the money is actually received 

by the entrepreneur. This can cause liquidity problems for this party.

Does engaging this subsidizing party in the process inhibit the flexibility of the 

innovating entrepreneur?

As stated before, the process flexibility of the innovative entrepreneur is indeed 

inhibited by engaging a subsidizing party in the process. Subsidy is not granted for 

producing a certain outcome, but for all the steps, activities and costs that should lead 

to this output. Activities and bills that were not included in the forecast of activities 

and the budget plan based on that are excluded from subsidy. If ongoing insight or 
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changed circumstances cause the entrepreneur to take a different direction, involve 

other parties or even change the output he is trying to achieve, he loses the subsidy 

granted, or at least parts of it. Experienced entrepreneurs are aware of these limita-

tions and do not change the ‘specs’ during the route, even if they would be inclined to 

do so if there was no subsidizing party involved. 

5.5.2 Which other parties are involved and how do they interact? 

Which other parties are involved?

As stated before, parties involved that emerged from the interviews in this study 

were:

• The executing party, in this case Incentive. They have written the OP Zuid arrange-

ment and have had it approved by ‘Brussels’. Also they inform the entrepreneurs 

of the demands they have to meet in the application and afterwards, during the 

progress reports. They assess if the application is complete and can be put for-

ward to the committee of experts. They assess the progress reports, requests to 

alter the plan and the final report. Furthermore they report to (at least) ‘Brussels’ 

about the overall execution of the arrangement.

• The committee of experts. These are the people who assess the applications. No 

insight was gained in how much time and money is involved in this, but it is a big 

task this committee has in the subsidizing process. 

• The controlling body the ERDF managing authority. They assess the reports from 

the executing party (Incentive) and occasionally also inspect individual entrepre-

neurs to check the quality of the inspections by the executing party. 

• The Dutch Ministry of economic affairs and climate policy. This Ministry oversees 

economic stimulation arrangements as a whole and might get involved in inspec-

tions of certain aspects of the execution of subsidy arrangements.

• The Dutch Ministry of interior and kingdom relations.. They are responsible for 

not infringing on the regulations on state support. From this angle they also may 

be involved in inspections.

• The Subsidy Advisors involved, who help entrepreneurs to select fitting arrange-

ments, write the application, set up the administration, do progress reports, put 

forward requests to change the plan and do the final report.

• Several judges of several courts on different levels, nationally and European. They 

become involved in case of conflicts between the different parties involved. They 

produce the jurisprudence that in the end is binding for the parties involved. 

• The lawyers and their companies that are involved in advising on compliance and 

sometimes challenging or defending decisions made by the parties mentioned 

above.
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All these parties themselves are also organized in different parts that involve planning 

and control cycles internally, so if we would try to visualize the network of officials 

who process the information of one individual subsidized innovation project in one 

way or another, the picture would be even more complex. 

5.5.3  How do all parties evaluate the subsidizing process and what 
suggestions would they have to improve the effectiveness or 
the efficiency of this state intervention?

Parties included in our research were innovating entrepreneurs, the subsidizing party 

Incentive, a regional development company and a subsidy advisor. They all expressed 

concerns about the complexity of the arrangement and the amount of red tape in-

volved. The flexibility issue was put forward by a few entrepreneurs. The suggestions 

for improvement from these parties were put forward in chapter five. To summarize 

them:

• Enhance the interface between entrepreneur and the arrangement. Make it less 

difficult to identify an appropriate arrangement, produce an application, progress 

reports and a final report. Make accounting requirements compatible with stan-

dard accounting software output.

• Offer more support to the innovating entrepreneur. Offer more stewardship in 

finding partners or technology.

• Reduce the degree of detail in the reporting obligations. This would reduce the 

red tape pressure.

• Pay upfront or built in more tranches. This would reduce liquidity risks, especially 

for small companies or start-ups.







Chapter 6
Conclusions and preliminary design propositions

6.0 Introduction

In this chapter, the fourth research question is addressed: (4) Which ‘hurdles’ in the 

subsidizing process can be identified and how could they be fixed? The hurdles as 

they appeared in the four phases of the subsidizing process are summarized. 18 issues 

are identified. Subsequently, for each issue a preliminary intervention is formulated, 

in the CIMO format that is part of the design research tradition. The 18 issues are 

directly derived from the analyses of the grounded theory field work. The interven-

tions are the result of the ‘creative leap’ or ‘abduction’ that is a fundamental part of 

the design approach. 

The interrelations between the interventions and the amount of support they would 

receive from other parties involved (the subsidizing party, the executors of the ar-

rangement, the innovating professionals) are addressed in the next chapter (7). 
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6.1 Phase 1: finding an appropriate subsidy arrangement

Looking back on the findings with regard to this phase, a few items stand out:

A. Project type or project stage

Only projects that have reached the implementation stage seem to make a good 

match with the OP Zuid regime. 

B. Transparency of available arrangements

There are arrangements available for other types of projects, or other project stages, 

but it is difficult for an entrepreneur to identify them without expert help, because of 

(perceived) lack of transparency.

C. Characteristics of the innovating entrepreneur

Only entrepreneurs who can tolerate the red tape and the uncertainties involved can 

be successful in obtaining an OP Zuid subsidy for their innovation projects.

A. Project type or project phase

The conclusions with regard to this aspect: 

• Markets must be known, or at least the entrepreneur should be able to sketch 

scenarios for viable markets for a technology. This creates barriers for technology 

driven innovation projects, where finding a viable application for a new technol-

ogy is the desired endpoint of the innovation process, not the starting point.

• Technology must be known. If only the market that is targeted is known but not 

the technology, the entrepreneur is not able to deliver the specifications upfront 

about what steps he is going to take, what technologies will be used and what 

they will cost in each step of the project.

For policy makers this results in the following questions:

• Are they aware of these limitations? Do they want to exclude technology or 

market-driven innovation projects? The risks of this type of projects are higher, 

but so are the possible gains for the entrepreneur and the regional economy. 

Recognized market needs and known technologies to fulfill these needs tend to 

be situated in the ‘red ocean’ market segments. Big companies usually dominate 

those segments because they have the means to win the ‘time-to-market’ race and 

the scale to make a good profit even though there is competition on price in these 

market segments. 

• If they do not want to accept these limitations: what can be done to include these 

types of projects?
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Thinking about alternative approaches, this brings us to the CIMO scheme presented 

below.

Context A policy maker wants to create subsidy arrangements that also provides 
possibilities for technology or market driven innovation projects.

Intervention Different application forms and procedures are developed for three types of 
innovation processes:
•  Implementation processes. Markets and technologies are known upfront. The 

entrepreneur starts with a detailed plan with price tags for every activity in every 
step and is held accountable for spending the money according to this plan.

•  Technology driven projects. Only the technology, its uniqueness and its possible 
implication can be described upfront. The innovation process consists of an 
iterative search for and collaboration with market partners who want to join in 
the further development of prototypes that meet their needs. The entrepreneur 
receives a budget upfront and has to account for how he spent it afterwards.

•  Market driven projects. Only the market opportunity the entrepreneur wants 
to target can be described upfront. The innovation process entails an iterative 
search process for a viable technology or new combinations of technologies. The 
entrepreneur receives a budget upfront and has to account for how he spent it 
afterwards.

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato (2013))

Outcome •  Project type: a larger percentage of the subsidized projects is technology or 
market-driven. More high risk – high benefit projects will receive funds.

•  Project stage: the subsidy arrangement will be accessible for entrepreneurs who 
are not yet in an implementation stage of their innovation process. 

•  Ability to change course without losing subsidy: if they need more opportunities 
to change course during the process, they will not lose the granted money 
because they deviated from the initial plan. 

CIMO box 1: differentiating between type of innovation process

B. Transparency of available arrangements

Enhancing the transparency of available arrangements is an almost generic task for 

every policy maker and executor. Why is this so difficult?

• Lots of parties (regional, national, European) are involved and have their own ar-

rangements. 

• Those parties are internally divided into different policy fields, with different 

goals, targets, ‘deliverables’, timelines and accountability loops.

• Those parties all have their own jargon in which they state their propositions.

Taking this into account: what can be done?

• Reducing the complexity. Having less parties involved. Integrating policy goals, 

targets, deliverables and timelines. 
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• Enhancing the interface, for instance developing a one stop shopping, ‘innovation 

app’ which leads the entrepreneur through available subsidy opportunities and 

ways to combine them through the phases of his innovation project. 

These interventions do not score points on the practical relevance criterion ‘non-

obviousness’. They are a constant effort, which in practice is like a dog chasing its tail. 

New sources of complexity keep popping up and a ‘one stop shopping’ interface has 

the tendency to be outdated the moment it is launched, or not soon after that.

Still transparency is a very important issue that was mentioned by almost all of the 

interviewees. In the following CIMO box we formulate an intervention to deal with 

the interface, because this aspect seems easier to tackle than reducing the parties 

involved.

Context There are many subsidy arrangements available from different sources, for 
different types of innovation projects or different aspects of these projects. 
For an individual entrepreneur this creates lack of transparency of available 
arrangements.

Intervention Create and maintain an interface in which all available arrangements are included, 
for every phase of an innovation process, which is easy to use for an entrepreneur, 
also if he is not a specialist.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome •  A lower ‘threshold’ for individual entrepreneurs to use the available 
arrangements.

• More entrepreneurs will apply for the available arrangements
• Less innovation projects will fail due to lack of timely funding. 
•  Less entrepreneurs will apply for arrangements that are not suited for their type 

of project or level of administrative sophistication. 

CIMO box 2: enhancing transparency through better interface

C. Characteristics of the innovating entrepreneur

Entrepreneurs who are not used to extensive planning, time writing and such have a 

hard time complying with the rules of an arrangement like OP Zuid. 
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Context Entrepreneurs who are not used to extensive planning, time writing and such have 
a hard time complying with the rules of an OP Zuid like arrangement. 

Intervention Create a scan for an entrepreneur in which he can assess if his internal reporting 
and accounting processes are suited to meet the demands of an individual subsidy 
arrangement. The scan should also produce a ‘to do’ list to clarify what actions are 
needed to bridge the gap.

Mechanism Transparency (CPB,2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome •  Entrepreneurs will be better able to judge if they can fulfill the demands.
•  More entrepreneurs will be able to meet the reporting and accounting demands 

a subsidy regime entails. 
•  Less entrepreneurs will apply for arrangements that are not suited for their level 

of administrative sophistication.

CIMO box 3: creating reporting and accounting scan

6.2 Phase 2: writing the application, setting up the 
administration

Reflecting on the findings with regard to this phase, four items stand out:

A. Communication problems between participants in the process

Getting a grasp on the exact meaning of the language involved in the call text appears 

to be a mission impossible for non-experts. This was coined the ‘visitor in a strange 

land’ aspect.

B. Extensive forecasting of spending per activity is required

Even if the entrepreneur’s innovation project is in an implementation phase, with 

technology and markets roughly known, forecasting requirements still exceed what 

is possible to forecast correctly, according to the entrepreneurs. Experiments with 

technologies can produce new insights and new steps the entrepreneur wants to 

take, people or companies (s)he wants to include. Customer feedback can cause a re-

thinking of desired functionalities. This leads to new costs, a redirection of budgets, 

not forecasted in the application, so not subsidized.

C. Heavy work load involved for the applying entrepreneur

The ‘transaction costs’ appear to be high. It takes a lot of effort to put together a vi-

able application and to set up an administration that can produce the desired output 

for the progress reports.
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D. Stewardship in finding partners and support

Some entrepreneurs expressed a wish for more stewardship in finding partners or 

technical solutions. The support of the executing party is mainly aimed at helping 

them to comply with administrative regulations, not networking or other forms of 

stewardship.

A. Communication problems between participants in the process

Understanding the different perspectives mentioned in the call text and writing a 

fitting application is an expert job. A lot of what is in the call text has to be taken very 

literally. It is legal jargon and not everyday speech. The language is complex and the 

procedures they convey are complex too. This can easily lead to misunderstanding. 

A user friendly front can further block the view on the legalistic and bureaucratic 

reality in the back office. The terrain seems accessible, but in reality is full of hidden 

pitfalls. So do not enter without an experienced guide. Misunderstandings are almost 

inevitable if non-experts in financial legal procedures have the lead in interpreting 

the details of the call text. Entrepreneurs are interested in technical and market 

aspects of the project, not in administration. This also applies to subsidy advisors who 

are not experienced experts.

Context A subsidy arrangement contains requirements that have a legal-technical nature. 
Many parties are involved and they all have their own tick boxes. An entrepreneur 
may think that (s) he grasps the spirit of the arrangement, but this is not enough. 
Many details have to be followed to the letter, even if they make no sense from an 
entrepreneurial or policy viewpoint.

Intervention For the entrepreneur: get expert help. Find an experienced subsidy advisor and let 
him/her take the lead in writing the application and setting up the administration. 
Make sure you select an advisor who puts experienced people on the job and not 
juniors.

Mechanism Absorptive capacity (Cohen et al., 1990, Volberda et al., 2010)

Outcome The entrepreneur will learn the difference between aspects that should be taken 
literally and aspects that are open to creativity and discussion in the call text and 
with regard to the administrative regime. 
Fewer entrepreneurs will experience that they spend a lot of effort on a non-
successful subsidy application, or on a subsidy that was granted but eventually not 
received because of procedural flaws.

CIMO box 4: get expert help
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B. Extensive forecasting of spending per activity is required

The entrepreneur has to know upfront which costs will be made in each step. Every 

entrepreneur stated that it is not possible to predict the process in detail, even if the 

technology and the markets are known. Alternative routes are possible, but they have 

to be included in the initial plan, otherwise they will not be subsidized.

In the reflection on phase 1 it was already concluded that correct forecasting is very 

difficult for market pull or technology push projects. In CIMO box 1 it is advised to 

adopt a different regime for these types of projects, where they receive a budget 

upfront and have to account for their spending afterwards. For the implementation 

type projects, more flexibility would enhance the effectiveness of the subsidy ar-

rangement.

Context An entrepreneur is applying for a subsidy for an innovation project. Markets are 
known and also the technology that (s)he wants to apply. Additional funding via 
subsidy is only possible for budget items that are included in the initial application. 

Intervention More flexibility is built in by the executing party. New scenarios and new costs they 
imply can be put forward for subsidizing while the process unfolds, for instance at 
every review moment.

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome Entrepreneurs have more opportunity to change course during the process as a 
result of ongoing insight or changes in circumstances.
More subsidized innovation processes will succeed.

CIMO box 5: more flexibility in expenditures

C. Heavy work load involved for the applying entrepreneur

Producing a viable application is an intensive task for an inexperienced entrepreneur. 

In CIMO box 4 we already concluded that such an entrepreneur should look for help, 

because otherwise the risks of the efforts being fruitless are very high. Even with 

such help, the task for an entrepreneur is still heavy.

Automated application form

One of the suggestions that were made was to provide a better online interface for 

the applying entrepreneur. Everything that is standard should be automated, ‘click 

your way through’, so that the entrepreneur doesn’t lose time trying to produce 

standard formulations.
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Context An application form for a subsidy contains a lot of elements that are standard 
formulation. Every entrepreneur applying has to find out what the correct 
standard formulations are. Forms are being send to and fro between entrepreneur 
and advisors, until the formulations are correct. This is extra time-consuming.

Intervention An online application form is developed and implemented in which standardized 
formulations are used that are accepted for standard situations. These questions 
can be dealt with in a ‘click your way through’ manner in the application form.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome Only acceptable formulations of a situation can be submitted by the entrepreneur.
Doing the application will be less time consuming. 
Compliance with regulations will become easier for the entrepreneur. 
Less Irritation about applications that are returned labeled inadmissible because of 
wrong formulations.

CIMO box 6: ‘click your way through’ application form

Administrative output

Another factor contributing to the work load in this phase is that the desired admin-

istrative output is often not compatible with the standard output of administrative 

software. The details of the arrangement seem to be thought up without involvement 

of administrators from the companies that are the target group for the arrangements.

Context Subsidized SMEs often have to set up a parallel bookkeeping systems to be able to 
deliver the required information in the progress reports to the subsidizing agency. 
This contributes to the workload involved in the subsidized innovation process for 
entrepreneurs and executing parties and creates extra possibilities for errors and 
friction between entrepreneur and executing party about them.

Intervention Consult a panel of SME administrators before specifying the details of the 
progress reports in terms of formats, time frames, degree of exactness etc. Make 
sure the administrative demands are in line with standard output of standard ERP 
business software, so that no extra costs have to be made.

Mechanism Compatibility (Haber et al., 2012)

Outcome Compatible systems reduce costs to comply and reduce risks of errors.
Less effort and costs to comply to desired standards. 
Less irritation about not receiving granted subsidies because of lack of compliance 
by the entrepreneur.

CIMO box 7: compatibility administrative requirements with standard administra-
tive software output
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D. Stewardship in finding partners and support

Support is offered in the administrative aspects of the process. Bookkeepers and also 

entrepreneurs reported that Incentive was very willing to help with administrative 

matters. This was well appreciated by the interviewees. No support, however, was 

offered with regard to finding partners or viable technologies. Some entrepreneurs 

expressed a need for such support. It is likely that those entrepreneurs represent the 

segment for which the stimulating effect of the subsidy arrangement is relatively 

high, because they are not so sophisticated with regard to the innovation process.

Context An entrepreneur who has an idea for an innovation has difficulties finding suitable 
partners, markets or technologies. The ‘fuzzy front end’ of the innovation process 
is about finishing this search process successfully. That is also the most important 
hurdle the entrepreneur has to take to produce a successful application for subsidy.

Intervention The entrepreneur gets more support in his search process. The subsidizing agency 
makes better use of his position as an important node in the entrepreneurial 
networks in the region.

Mechanism Social capital (Alguezaui et al., 2010, Dost et al., 2016)

Outcome More successful applications by entrepreneurs who would not succeed without 
this support. 
Enhanced stimulating effect.

CIMO box 8: More stewardship in finding partners, markets and/or technology

6.3 Phase 3: undertaking the effort, doing progress reports

Reflecting on the findings with regard to his phase, five items stand out:

A. The progress reports are required to be highly detailed. 

Less detailed reports might reduce the burden for the innovating entrepreneur and 

the executing party.

B. Doing progress reports is mainly about accounting, little attention is paid to the content.

It should therefore be left to the administrators, not the entrepreneur, because he 

is too much involved in the content and in inclined to challenge the details of the 

regulation.

C. Flexibility in budget posts is allowed, flexibility in partners is difficult, adopting a 

totally new direction is not allowed. 

This hampers ‘bycatch’, serendipity and spin-offs from subsidized innovation projects.
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D. The subsidy arrangements and the executing parties have little continuity. 

This creates extra uncertainty for the entrepreneur and the executors.

E. Some executors approach the entrepreneur with distrust, looking for flaws. 

Investing in developing an attitude of partnership might be useful.

A. The progress reports are required to be highly detailed 

All of the participants agree that administrative progress reports have to be done in 

great detail. Reaching the last, say, 5 % of accuracy places an relatively great extra 

burden on the entrepreneur, who has to produce these reports, and on the executing 

party, who has to inspect all these details and provide stewardship to the entrepre-

neur to help him/her to meet the demands. 

One could ask if this degree of accuracy is necessary for the goals of the policy maker. 

The Pareto 80-20 rule applies to this, for both the entrepreneur and the inspecting 

party. With 20 percent of the effort, 80 percent accuracy can be reached. Taking the 

desired accuracy up further requires an exponential increase in time and effort, and 

therefore money spent on it, for both parties.

Thinking about alternatives, this brings us to CIMO box 9, allowing more slack in the 

progress reports.

Context A government agency distributing subsidies wants to make sure that the money 
is spent for the right purpose: promoting innovations in SMEs. Therefore financial 
progress reports are required. However, reaching the last, say, 5 percent of 
accuracy is an out of proportion costly effort for both the entrepreneur and 
the inspecting party. The procedures that were put in place to prevent wasting 
innovation money thus unwillingly promote such waste.

Intervention More slack is built in in the administrative requirements. The level desired level of 
accuracy is taken down to, say, 95 or 90 %.

Mechanism The Pareto 80/20 mechanism is applicable here. Reaching those last percentages 
of accuracy exponentially increases the time and money that is required. (Grandy, 
2009)

Outcome • A substantial amount of time and money is saved for the entrepreneur and the 
executing party. 
• More money and effort can be spent on the actual innovation process and on 
providing tailor made stewardship for the innovating entrepreneur.
 

CIMO box 9: Built in more slack in the progress reports
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B. Doing progress reports is mainly about accounting, little attention is paid to 

the content

The progress inspections are mainly about counting the numbers on the bills and 

comparing them to the budget posts that were put forward in advance. Also it is 

about time writing and hourly wages and about details like logos of participating 

parties being present on the website of the entrepreneur.

None of the administrators that were interviewed resisted those details. They go 

along with whatever is requested and try to comply as best as possible. A great deal 

of the entrepreneurs did show reluctance to comply. They cannot seem to resist chal-

lenging the rationale of these rules. This causes extra frustration, since the executors 

do not seem to have the freedom to alter the requested details. This is caused by the 

‘chain of accountability’ which will be discussed in the section on the next phase.

Context An innovating entrepreneur’s focus is mainly on the technical progress, 
understanding the market’s needs and developing viable partnerships. He is 
often frustrated by the ‘red tape’ involved and wants judgment of his progress 
and his contingency plan with focus on the content. The inspecting party is 
administratively oriented, needs to score the ‘tick boxes’ so that the criteria by 
which it is scrutinized are met. 

Intervention For the entrepreneur: let your administrator deal with the administrative aspects. 
Do not intervene. Do not try to persuade the inspectors that they should rule by 
the ‘spirit of the law’ instead of the ‘letter of the law’.

Mechanism Absorptive capacity (Cohen et al.,2007, Volberda et al., 2010)

Outcome A better communication between the inspecting parties and the innovating SMEs. 
Less frustration for the entrepreneur about the lack of entrepreneurial thinking by 
this ‘visitor from a strange land’.

CIMO box 10: Let the administrator handle the details

C. Flexibility in budget posts is allowed, flexibility in partners is difficult, adopt-

ing a totally new direction is not allowed 

Flexibility in budget posts, third parties delivering and other relatively minor adjust-

ments were allowed, all be it after being scrutinized by the inspecting party. A few 

entrepreneurs expressed content with the executor’s role in accommodating them 

in this. Substantial changes in the course of the actions are not allowed. You cannot 

change goals during the course of action without losing your subsidy. This hampers 

‘bycatch’, serendipity and spin-offs from subsidized innovation projects.
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Since many great innovations started as bycatch, this could be better accommodated.

Context An entrepreneur’s innovation plan is scrutinized at take-off on content, by a committee 
of experts. Once the subsidy is granted the scrutinizing is about counting bills and time 
writing and comparing this to the posts that were put in the budget plan. A change in 
direction due to ongoing insight, steep learning curve or new ideas that emerge, cannot 
be implemented by the entrepreneur without losing the granted subsidy.

Intervention Changes in direction are made possible. The committee of experts, or a delegation of 
this committee, also assesses proposals for radical changes in direction, within a time 
frame suitable for the entrepreneur. Such changes do not automatically lead to losing 
the granted subsidy.

Mechanism Process flexibility (Berglund et al,. 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome More entrepreneurs succeed in bringing about radical innovations through subsidized 
innovation projects. 

CIMO box 11: Allowing more changes in direction

D. The subsidy arrangements and the executing parties have little continuity. 

The OP Zuid arrangement runs 7 years and then the arrangement is reinstalled in a 

new version with new elements of uncertainty for the applying party and the execut-

ing party. This has two major consequences:

• It may take several years before the interpretation of the regulations becomes 

clear, through policy decisions or jurisprudence. Every new round these interpre-

tation questions reemerge and lead to another period of uncertainty with regard 

to what is allowed and what not.

• The staff of the executing party is appointed only for the duration of the indi-

vidual OP Zuid arrangement. This leads to job uncertainty and a high degree of 

staff turnover. Because of this an entrepreneur can be confronted with one or 

even several new advisors during a single innovation project. This transferring 

of dossiers causes friction between the entrepreneur and the advisor about the 

interpretation of agreements that were made between the advisor and the entre-

preneur in earlier stages of the project. Furthermore this leads to an executing 

party with very few advisors who have the necessary experience to deal with the 

complex procedures.
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Context Subsidy arrangements have little continuity, which results in reoccurring uncertainties 
about the interpretation of the rules and a great turnover in the staff of the executing 
parties. The latter aspect leads to discontinuity in the advice the entrepreneur is given 
and many advisors with little experience on the job.

Intervention The policy makers take these aspects into account and pay extra attention to the costs 
and the uncertainties when changes are made in the arrangement.
More continuity of the staff of the executing party is arranged, so that they can built up 
the necessary experience to steward the entrepreneurs effectively though the process.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome More continuity in regulations and staff executing them leads to less uncertainty about 
the interpretation of the details.
Less friction between the innovating entrepreneur and the executing party with regard 
to the interpretation of the rules and the agreements about these interpretations. 

CIMO box 12: More continuity in arrangements and staff executing them

E. Some executors approach the entrepreneur with distrust, looking for flaws. 

Instead of supporting the innovating entrepreneur some executors appear to mainly 

be looking for flaws in the administration so that they can be sanctioned. This con-

curs with the job perception of an administrative-legal educated professional, being 

mainly focused on compliance. 

Context The executing party is mainly looking for flaws in the administration. A regime of 
distrust puts a strain on the relation with the innovating entrepreneur.

Intervention Executing parties are being trained in developing an attitude of partnership and 
trust towards the innovating entrepreneur. Helping them to comply becomes their 
main aim, not detecting and sanctioning lack of compliance.

Mechanism From distrust to trust (Ferrin, 2007, Vlaar et al., 2007)

Outcome The job perception of the administrative-legal educated professional is altered 
though the intervention.
Less friction between the executing party and the innovating entrepreneur.

CIMO box 13: Changing a regime of distrust and sanctioning into a regime of trust 
and support.

6.4 Phase 4: final report

Looking back on the findings with regard to this phase, four items stand out.
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A. Pre-financing can be a problem.

It can take quite a while before the money from the subsidizing party is available for 

the innovating entrepreneur. Also several entrepreneurs reported that it took quite 

a while before the final tranche of the money was received after the final report was 

done. This can cause liquidity problems.

B. Innovation projects tend to take longer than projected.

Almost all the entrepreneurs in this study experienced difficulties to complete the 

innovation project within the projected time limit. This resulted in a race against the 

clock at the finish.

C. Lots of parties may get involved in inspections, and they also inspect each other.

This was coined the ‘chain of accountability’ in this study.

D. The execution costs and the transaction costs consume a large part of the money 

available for innovation.

This appears to be one of the major issues with regard to the effectiveness of subsidy 

arrangements. 

A. Pre-financing can be a problem

Some entrepreneurs expressed difficulties in pre-financing the granted money. Es-

pecially for start-ups or small companies, this can be a rather big risk. When other 

events occur that require spending money, liquidity problems can severely endanger 

the company. It could even go bankrupt because of this pre-financing.

Context Entrepreneurs have problems with pre-financing the granted subsidy. They have to 
pre-finance the subsidy for at least half a year, often longer, as the administrative 
procedures to clear the money may take quite some time. This can cause liquidity 
problems.

Intervention The money is paid at the start of each new tranche, upfront, not after each period. 

Mechanism Reducing liquidity risks (Klonowski, 2012, Wan, 2011)

Outcome The entrepreneur is freed of the pre-financing burden. Unexpected delays in when he/
she receives the money are avoided.
Less risk of liquidity problems for the innovating entrepreneur.

CIMO box 14: Payment upfront instead of afterwards

B. Innovation projects tend to take longer than projected

Not reaching the innovation processes’ deadline at the end of the period can have 

several causes:
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• The starting date was pushed back. A few entrepreneurs were excluded in the first 

assessment by the committee of experts. Then later on, if other entrepreneurs 

drop out, the money becomes available again for one of the excluded firms. Be-

cause the end date cannot be pushed back if the arrangement is in its final years. 

This causes time stress for these entrepreneurs right from the beginning.

• Some of the activities may take longer than expected, due to technical or legal 

issues. Or other, unforeseen activities need to be done that were not included 

in the original plan. It is often difficult to produce an exact time table for all the 

necessary activities to complete the innovation process. All of the entrepreneurs, 

even the most sophisticated with regard to planning activities, stated that there 

are always deviations from the original plan.

• Other activities of the innovating companies may require scarce resources, which 

are then temporarily not available for the subsidized innovation project, causing 

delay.

Granting a delay was no problem if the period did not exceed the 7 year run time 

of the OP Zuid subsidy arrangement. If it did, no delay is granted, because all the 

money has to be spent at the end of the period. In that case, the entrepreneurs were 

involved in a race against the clock to meet the deadline. If this was not met, bills from 

that later period were not taken into account in the subsidy, even if the activities and 

costs were approved in an earlier stage.

To tackle this problem, more time flexibility for the innovating entrepreneur could be 

built in the arrangement.
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Context Entrepreneurs sometimes do not receive the funds they were granted because 
they cannot realize the spending within the projected time frame. This happens 
when the end date is the same as, or nears, the expiring of the OP Zuid 
arrangement at hand. 

Intervention More time flexibility is built in in the Op Zuid arrangement. Interventions to 
achieve this could be:
• The executing party is set up to be able to deal with final reports up to say one 
year after the end of the Op Zuid period.
• The money is paid at the start of each new tranche, as also suggested in CIMO 
box 14, upfront, not after each period. Thus the EC money would be spent before 
the end of the period.

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome More time flexibility gives the entrepreneur more opportunity to react to 
contingencies or pursue new ideas in the process.
The time stress that can occur because of the subsidy, is relieved. More innovating 
entrepreneurs will receive the funds that were granted to them in full.

CIMO box 15: Building in more time flexibility.

C.  Lots of parties may get involved in assessments, inspections and decision mak-
ing, and they also inspect each other

Parties involved that emerged from the interviews were:

• The executing party, in this case Incentive. They have written the OP Zuid arrange-

ment and have had it approved by ‘Brussels’. Also they inform the entrepreneurs 

of the demands they have to meet in the application and afterwards, during the 

progress reports. They assess if the application is complete and can be put for-

ward to the committee of experts. They assess the progress reports, requests to 

alter the plan and the final report. Furthermore they report to (at least) ‘Brussels’ 

about the overall execution of the arrangement.

• The committee of experts. These are the people who assess the applications. No 

insight was gained in how much time and money is involved in this, but it is a big 

task this committee has in the subsidizing process. 

• The controlling body the ERDF managing authority. They assess the reports from 

the executing party (Incentive) and occasionally also inspect individual entrepre-

neurs to check the quality of the inspections by the executing party. 

• The Dutch Ministry of economic affairs and climate policy. This Ministry oversees 

economic stimulation arrangements as a whole and might get involved in inspec-

tions of certain aspects of the execution of subsidy arrangements.
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• The Dutch Ministry of interior and kingdom relations.. They are responsible for 

not infringing on the regulations on state support. From this angle they also may 

be involved in inspections.

• The Subsidy Advisors involved, who help entrepreneurs to select fitting arrange-

ments, write the application, set up the administration, do progress reports, put 

forward requests to change the plan and do the final report.

• Several judges of several courts on different levels, nationally and European. They 

become involved in case of conflicts between the different parties involved. They 

produce the jurisprudence that in the end is binding for the parties involved. 

• The lawyers and their companies that are involved in advising on compliance and 

sometimes challenging or defending decisions made by the parties mentioned 

above.

All of these parties are themselves also organized in different sections, that involve 

planning and control cycles internally, so if we would try to visualize the network of 

officials who process the information of one individual subsidized innovation project 

in one way or another, the picture would be even more complex. 

These planning and control cycles contribute to the overall execution costs that 

are addressed in the next section, and to the workload, uncertainties and the risks 

involved for the innovating entrepreneur. 

Context Several parties are involved in monitoring and controlling activities with regard to 
subsidized innovation. This can lead to a great workload and perceived uncertainty 
for the innovating entrepreneur.

Intervention Reducing the complexity, having less parties involved, developing a more integral 
approach would be the most desirable intervention.
If this is not possible, the executing parties could develop an approach in 
which only one account management acts as counterpart for the entrepreneur. 
Monitoring activities that are not directed at the entrepreneur should be 
organized in a way that the entrepreneur does not see them or does not play an 
active part in them.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome Less workload and less perceived uncertainty for the innovating entrepreneur.

CIMO box 16: Reporting to only one party
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D.  The execution costs and the transaction costs consume a large part of the money 
available for innovation

Several entrepreneurs complained about the transaction costs for entrepreneurs who 

want to participate in a subsidy arrangement. Also they expressed concerns about the 

execution costs. They estimated that a large part of the money available (ranging 

from 75 to 90 %) is spent on execution costs. These sentiments were partly echoed 

by the executing parties.

The topic of execution costs was not one of the main issues at the start of this study, 

but it emerged as an issue that could not be ignored.

Looking at the execution costs, all of the expenses of the parties mentioned before 

have to be taken into account. In the next section (secondary literature study) studies 

on execution costs will be reviewed, trying to assess to what degree the estimates of 

the entrepreneurs could be right.

With regard to the transaction costs of the entrepreneurs, they consist of:

• The costs of all the entrepreneurs that applied for a subsidy. Estimated one month 

of work per application plus the costs of The Subsidy Advisor. Most of these entre-

preneurs do not receive subsidy, because of limited funds. 

• For those who do receive subsidy: the costs of setting up the administration, mak-

ing progress reports and the final report, sometimes legal costs in case of conflict 

and the costs of the subsidy advisor who assists the entrepreneur.

Context A large amount of the EC money that is available for entrepreneurs to stimulate 
innovation is spent on the execution of the OP Zuid arrangement. The system of 
checks and balances appears to contain an overdose of checks and therefore entails 
little balance between execution costs and money that is actually available for the 
innovation.
 

Interventions • Reduce the controlling party to one, instead of a few (see also CIMO box 16).
•  Reduce the degree of detail of the controlling activities. The Pareto rule surely 

applies here, with 20 percent of the controlling activities 80 % of the effect can be 
reached. A better optimum must be determined in order to reduce execution costs 
(also see CIMO box 9).

Mechanism Pareto’s 80/20 rule, costs increase exponentially when one tries to obtain a near to 100 
percent degree of accuracy in controlling activities (Grandy, 2009).

Outcome More innovation money will actually reach the innovating entrepreneur. The 
stimulating effect and the perceived legitimacy of EC spending in this area will increase 
substantially. 

CIMO box 17: Reduce controlling parties and degree of detail of controlling activities
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Context A large amount of the EC money that is available for entrepreneurs to stimulate 
innovation is spent on the execution of the OP Zuid arrangement. The system 
of checks and balances appears to contain an overdose of checks and therefore 
entails little balance between execution costs and money that is actually available 
for the entrepreneurs. 
 

Interventions Monitor the execution costs of the arrangements. Determine what percentage 
is acceptable and reduce the level and intensity of controlling activities, if this 
percentage is exceeded.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome Increasing the awareness of the execution costs by agreeing upon targets and 
monitoring the costs will make the policy makers aware of the price tag attached 
to these activities.

CIMO box 18: Monitor execution costs

6.5 Summary

In this chapter, the issues on effectiveness and efficiency that emerged with regard 

to the four phases are summarized. Which points might need fixing? 18 issues are 

highlighted. Subsequently, for each issue a preliminary intervention is formulated, 

in the CIMO format that is part of the design research tradition. The 18 issues are 

directly derived from the analyses of the grounded theory field work. The interven-

tions are the result of the ‘creative leap’ or ‘abduction’ that is a fundamental part of 

the design approach. 

The interventions can be divided into three groups.

1.

Interventions aimed at enhancing the interface between the entrepreneur and the ar-

rangement. For instance, aimed at the subsidizing agency: create more transparency 

with regard to the available arrangements and the requirements; reduce the ‘red 

tape’ involved. For the applying entrepreneur: get expert help and leave the progress 

reports to the accounting staff. 

2.

Interventions aimed at enhancing the arrangement itself. Change the criteria so 

more types of projects can benefit. Offer more stewardship to the less experienced 

entrepreneurs. Make sure that reporting requirements are compatible with standard 

business software. Reduce the degree of detail in the reporting regime. Pay upfront 
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instead of afterwards. Allow more flexibility for the innovating entrepreneur to 

change direction without losing the granted subsidy.

3.

Interventions aimed at enhancing the institutional context of the subsidizing prac-

tice. These interventions are aimed at addressing the root cause of the substantive 

execution and transaction costs of the subsidy regime: simplifying the ‘chain of ac-

countability’ which leads to the overload of red tape that is involved. 

135 
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Chapter 7 
Second literature study

7.0 Introduction

In chapter 6, 18 CIMO boxes suggesting actions that can be taken to improve the 

effectiveness and the efficiency of subsidy arrangements aimed at promoting innova-

tion in SMEs were presented. In this chapter, the fifth research question is addressed: 

(5) Which parties would be involved? Are they aware of these issues? Is there support 

from these parties for the interventions or do they clash with their views or interests? 

Have there been previous actions to remedy shortcomings in the arrangements with 

regard to effectiveness or efficiency? If so, what can be learned from them? 

First, a framework is built to depict the parties that play a role in the subsidizing pro-

cess. Subsequently, the 18 preliminary interventions as described in chapter six are 

related to the ‘subsidized innovation framework’ that was constructed. Who are the 

actors that should take action? Then literature is studied with regard to these actors. 

Does literature show support for the goals that are pursued with the interventions? 

Are there of have there been policies or actions to pursue these outcomes? What 

can be learned from them? The interventions proposed in the CIMO boxes: have they 

been tried before? With what success? What lessons can be learned? The context in 

which they are situated: what characteristics are relevant for a successful adoption of 

the proposed interventions? How can chances for successful adoption be optimized? 

What ‘hurdles’ have to be taken?

The aim of this is to reexamine the preliminary design propositions and adapt them 

when deemed necessary. 
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7.1 The acting parties involved and their interrelations

To develop a framework to categorize and visualize the acting parties involved in the 

subsidizing process and their interrelations, four steps are taken:

1. Describing the four main parties involved and their main focus of attention and 

concern in the subsidizing process.

2. Dividing them into two main groups, the subsidizing government and the innovating 

company. This is the horizontal ax of ‘subsidized innovation framework’ that is built.

3. Using Cameron and Quinn’s competing values model (Cameron and Quinn, 1998) 

to divide them further in orientation towards innovation and flexibility on the one 

hand and towards stability and control on the other. This is the vertical ax of the 

‘subsidized innovation framework’.

4. Using Schön’s work on the reflective practitioner (Schön, 1983) to distinguish the 

‘high ground’ and the ‘swamp’ aspects within each of the four main parties involved. 

1. The acting parties involved

At the beginning of this study, two parties were in the focus of the attention: the 

subsidizing agency and the innovating entrepreneur. At this stage, reflecting upon 

the results, the following acting parties are identified.

1. The innovating entrepreneur, the accounting staff and the advisors involved

The innovating entrepreneur, the accounting staff and the subsidy advisor that might 

become involved are the people who:

• decide whether it is a good idea to apply for a certain subsidy;

• are responsible for producing a viable application;

• and are responsible for setting up and operating an appropriate accounting sys-

tem in all phases of the subsidizing process.

Once the subsidy is granted, the focus of these parties, as emerged in this study, is 

mainly on organizing compliance with the rules set by the subsidizing agency, so that 

the money granted will actually be received by the entrepreneur. 

2. The innovating experts

The innovating experts are the people who undertake the innovative effort for which 

the money is granted. The focus here lies on doing whatever is necessary for innova-

tive success. As this study shows, this can lead them in different directions or towards 

different time tables than those forecasted in the original project plan. This might 

create tension between them and the previous party, whose main focus is on sticking 

to the plan so that the subsidy will be received.
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3. The executing agency

This is the organization that is responsible for assessing the applications, deciding 

which applications are approved, monitoring the progress and distributing the money. 

This is also the party that has to submit all the necessary information to those parts of 

the EU apparatus that check whether everything is done in accordance with the rules 

that apply. The main focus of the executing agency is to assure compliance with the 

EU regulations.

4. The designers of the subsidizing policies

These are the EU legislators who are responsible for the ground rules that apply to 

the subsidizing process. In this case the policy makers who designed the European 

Regional Development Fund arrangement. 

The main focus of this party is, at least in theory, to achieve the policy goals that are 

behind this fund. This is to promote innovation in regional economies in the EU.

2. Two main groups: subsidizing government and innovating company

The next step in building a framework which shows the acting parties in their inter-

relations, is to divide the four parties discussed in the previous section into two main 

groups:

• The subsidizing government, which consists of the designer of policies and the 

executors of those policies. 

• The innovating company, which consists of the innovating entrepreneur plus ac-

counting staff and the innovating experts who engage in the innovative effort.

These two groups are the horizontal ax of the model that is being built in this section.

2. Two main groups: subsidizing government and innovating company 
 
The next step in building a framework which shows the acting parties in their interrelations, is to 
divide the four parties discussed in the previous section into two main groups: 

 The subsidizing government, which consists of the designer of policies and the executors of 
those policies.  

 The innovating company, which consists of the innovating entrepreneur plus accounting staff 
and the innovating experts who engage in the innovative effort. 
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 Innovating experts 
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 Figure 8: Horizontal ax

3. Two main focus points: flexibility versus stability and control

For the next step in building a useful framework, Cameron and Quinn’s ‘competing 

value’ model is used (Cameron and Quinn, 1998). This model was originally developed 

to categorize management responsibilities in an organization. These responsibilities 

are categorized along two dimensions: internally oriented versus externally oriented 

on the one hand and oriented towards flexibility versus oriented towards stability/

control on the other.
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The dimension focus on stability and control versus focus on flexibility is added to 

further group the four parties that were identified as being part of the framework:

• The designers of policies and the innovating experts are grouped on the side of 

‘focus innovation and flexibility’. Policy goals tend to be aimed at bringing about 

change, innovating experts also want to achieve change and innovation. 

• The executors of policies and the innovating entrepreneurs and his/her account-

ing staff and advisors are grouped on the side of ‘focus on stability and control’. 

Their focus, as was stated before, is mainly on compliance with the regulations

Adding this dimension to the model results in the following framework. Adding this dimension to the model results in the following framework.  

 
 
 
 
 
 
 
 
 
 
 
 

 

 
 

 Figure 9: Vertical ax added 
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4. ‘High ground’ versus ‘swamp’ 

The last building block is taken from the work of Donald Schön. In his work ‘The reflec-

tive practitioner’ (Schön, 1983) he describes how practitioners in the field of engineer-

ing, law, medicine, management, social work and such, are more and more inclined to 

legitimize their actions in terms of ‘technical rationality’. This is a part of what he calls 

the process of professionalization. Professionals do not improvise, act upon a hunch 

or intuition, but base their professional choices on hard professional knowledge.

Schön then introduces the image of the ‘high grounds’, in which problems are clearly 

defined and practitioners can make good use of ‘best practices’ that are research 
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based, and the ’swampy lowlands’, in which problems are interconnected ‘messes’ that 

cannot be dealt with by just applying professional knowledge (Schön, 1983, p. 42). 

This aspect is the last element that is added to the framework that was developed in 

this section. In every quadrant that was already described, a division between what 

happens in the ‘high grounds’ and in the ‘swampy’ areas of that quadrant is added.
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 

Figure10: Subsidized innovation framework 

HG = High ground 
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7. 2 Interventions and parties involved

7.2.1 The designer(s) of policies

7. 2 Interventions and parties involved 
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of policies, the upper left party in the subsidized innovation framework. These were the 

desired outcomes and the general mechanisms through which they would operate.

Clues will be sought in literature with regard to the following questions:

• Does literature show support by the designer(s) of policies for the outcomes that 

are pursued? Is there awareness of the issues that were identified?

• Have there been action programs that deal with these issues? Have there been 

previous interventions to reach similar goals? If so, which actions were taken, with 

what success, and what can be learned from them?

• Which ‘hurdles’ have to be taken by the acting parties involved to successfully 

implement the proposed interventions?

7.2.1.1 Support and awareness

Does literature show support for the outcomes pursued? Is there awareness of the 

issues that emerged?

Reducing administrative burden

A scan of EC policy documents shows that there is a big awareness of the administra-

tive burden issue of EC policies. The Administrative Burden Reduction Programma 

(ICF Consulting Services Limited, 2015), discussed in more detail in the next section, 

is aimed at tackling administrative burden from all EC policies, including subsidy poli-

cies. 

Other issues

Not sign of awareness was found on the other issues mentioned here: 

• Selection of projects to subsidize. Project type (technology and markets must be 

known), project stage (implementation phase must have been be reached to make 

a good match). 

• Process flexibility (ability to change technology, partners or even goals during the 

process, but keep the granted subsidy).

• Time flexibility (ability to push back deadlines and still receive the granted sub-

sidy).

• Liquidity problems because of pre-financing burdens for the participating entre-

preneurs.

• Discontinuity in the staff of the organization executing the arrangement on behalf 

of the EC and/or the national policy makers and the problems this may cause in the 

communication with the participating entrepreneurs.
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• The efficiency of the system of EU subsidies for entrepreneurial innovation as a 

whole. How much money is spent by all actors involved and what portion of that 

does actually reach the innovating experts? 

The absence of visible awareness in policy documents does, of course, not mean that 

there will be no support for the outcomes that are pursued in our preliminary CIMO 

boxes. 

7.2.1.2 Previous actions on the issues

Have there been action programs that deal with these issues? Have there been previ-

ous interventions to reach similar goals? If so, what actions were taken, with what 

success and what can be learned from them?

On the issue of reducing administrative burden stemming from EU regulations, in-

cluding subsidy policies, there is an ongoing stream of action, starting in 2002.

Better Regulation Programme66

In 2002 the EC set up the ‘Better Regulation Programme’. The aim of the programme 

was ‘to simplify and generally improve the regulatory environment’ (High level group 

on administrative burden, 2014, p.13).

ABR Action programme

This programme resulted in the ‘Action programme for reducing administrative 

burdens in the EU’, that was launched in 2007 and was known as the Administrative 

Burdon Reduction (ABR) Programme.

‘The aim of the ABR Action Programme was to measure costs imposed by information 

obligations on businesses and to eliminate any unnecessary administrative burdens 

in thirteen selected priority areas. Under this programme, measures worth EUR 30.8 

billion in annual savings for businesses have been adopted at EU level. This represents 

a 25% reduction in existing administrative burdens stemming from EU legislation, 

which have been estimated at EUR 123.8 billion. Another 5.5 % of burden reduction, 

which would take the total to 30.5%, could be achieved if the additional measures 

already proposed by the Commission were adopted by the European Parliament and 

the Council. It has been estimated that in the medium term the programme could lead 

to an increase of 1.4% in EU GDP, equivalent to EUR 150 billion.’ (European Commis-

sion, 2012, p.3)

6  In EU policy documents, the term ‘programme’ is used, instead of ‘program’



157

The subsidizing process as seen by the parties involved

7

Cohesion policy

The ABR Action Programme consisted of 72 (initially 42) concrete measures with 

regard to 13 selected priority areas (ICF Consulting Services Limited, 2015). One of 

those areas was the European Regional Development Fund.

Type of interventions of the ABR Action Programme

The interventions proposed to reduce administrative burden appear to be in line 

with some of the interventions proposed in our CIMO boxes. ‘The amendments to 

the general provision and implementing rules adopted under the Action Programme 

for the period 2007-20013 simplify reimbursement calculations, reduce the work load 

and control burden on beneficiaries and lighten reporting in terms of information 

obligations.’(European Commission, 2012, p.17).

Measurement of administrative burden: Standard Cost Model

The EU has developed a ‘Standard Cost Model’ to assess the administrative burden 

of its legislation for businesses. The focus lies on administrative burdens that are not 

standard costs of doing business. The aim of the model is to focus on extra adminis-

tration that businesses have to make because of EU legislation. The following model 

shows which costs are included and which are not.

Cohesion policy 
The ABR Action Programme consisted of 72 (initially 42) concrete measures with regard to 13 
selected priority areas (ICF Consulting Services Limited, 2015). One of those areas was the European 
Regional Development Fund. 
 
Type of interventions of the ABR Action Programme 
The interventions proposed to reduce administrative burden appear to be in line with some of the 
interventions proposed in our CIMO boxes. ‘The amendments to the general provision and 
implementing rules adopted under the Action Programme for the period 2007-20013 simplify 
reimbursement calculations, reduce the work load and control burden on beneficiaries and lighten 
reporting in terms of information obligations.’(European Commission, 2012, p.17). 
 
Measurement of administrative burden: Standard Cost Model 
The EU has developed a ‘Standard Cost Model’ to assess the administrative burden of its legislation 
for businesses. The focus lies on administrative burdens that are not standard costs of doing 
business. The aim of the model is to focus on extra administration that businesses have to make 
because of EU legislation. The following model shows which costs are included and which are not. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 11: Standard Cost Model (source: Cap Gemini et al., 2010) 
 
 
The Standard Cost Model focuses on costs for businesses. Three types of costs are distinguished in 
this model: 
1. Direct payments, mainly to the public authorities (financial costs). 
2. Changing the nature of their products and/or production processes – to meet new economic, 
social or environmental standards (substantive costs).  

Economic impact of 
legislation 

Costs of legislation Benefits of 
legislation 

Costs to 
households/ 

citizens 

Costs to the 
public 
sector 
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Administrative 
costs 
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costs 

Financial   costs 

Figure 11: Standard Cost Model (source: Cap Gemini et al., 2010)

The Standard Cost Model focuses on costs for businesses. Three types of costs are 

distinguished in this model:
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1. Direct payments, mainly to the public authorities (financial costs).

2. Changing the nature of their products and/or production processes – to meet new 

economic, social or environmental standards (substantive costs). 

3. Provide information (administrative costs). (Cap Gemini et al., 2010)

Of the total costs, only the administrative costs for businesses are taken into account. 

And of these administrative costs, the costs of standard administration are deducted.

Estimate of administrative burden involved in the Cohesion Policy

In the final report of the AB programme an estimate is made of the administrative 

burdens involved in the execution of the Cohesion Policy. ‘Estimated burdens stem-

ming from EU legislation for the 2007-2013 funding period, calculated on the basis 

of the previous period, amounted to EUR 929 million’ (European Commission, 2012, 

p.17). On a budget for the Cohesion Policy of about 350 billion Euro this would mean 

that the administrative burden would be less than one third percent of the sum spend 

in the three funds that are part of the Cohesion Policy..

In the end report of the ARB programme, some remarks are made on this estimate, 

limitations are seen in two areas: 

• “The programme’s exclusive focus on administrative burdens, not taking into ac-

count other costs and benefits that must be assessed to achieve a full picture of 

the efficiency and effectiveness of legislation; and

• the extent of resources deployed in measuring the baseline level of administra-

tive burdens and on maintaining an overview of the progress of the programme.” 

(European Commission, 2012, p.9).

Conclusions 

With regard to the EC actions to reduce administrative burden, the following can be 

concluded:

• There are concrete EC efforts that have produced results in several areas. The 

measures are predominantly in line with the ‘enhancing the interface’ actions as 

proposed in some of our preliminary CIMO boxes (6, 7, 16). 

• No actions have been reported on reducing the overall complexity, which is sim-

plifying the ‘chain of accountability’ that may be the root cause of a great deal of 

the red tape between the actors involved in all four quadrants of our subsidized 

innovation framework.

• The suggestion to monitor the execution costs (CIMO box 17) has already been partly 

adopted. What is monitored, however, are not the total costs of all actors involved, 

but only the ‘administrative burden’ for the entrepreneurs as defined above.
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On subsidy efficiency

To expand on the latter, the secondary literature review so far shows that some effort 

has been made to address the issue of efficiency of subsidy arrangements, but none 

look at the bigger picture. The information exchange for all parties in the system is 

depicted in figure 12 (next page).

 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 

  

Figure 12: Information exchange7 between the actors involved 

Of these four quadrants in figure 12, only a small portion of the costs made in the quadrant 3 
(producer/accounting) is addressed by the ARB programme. Only the ‘administrative burden’ of the 
entrepreneurs that have received subsidy is addressed. 
 
Other costs that are made by the system as a whole are summarized below. 
 
Quadrant 1: The designer of policies 
Costs made in this quadrant include the costs of the EC political and bureaucratic-legal establishment 
and its national and regional counterparts. All parties involved are engaging with interest groups 
about stimulating innovation projects in SMEs, developing agendas on policy goals, options, 
negotiating about them, developing detailed arrangements, getting them adopted, legitimizing them 
to the public, monitoring and evaluating them and so forth.   
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In the next table the costs of the main executing party (Incentive) that are in the budget plan are 
shown. 
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Figure 12: Information exchange7 between the actors involved

Of these four quadrants in figure 12, only a small portion of the costs made in the 

quadrant 3 (producer/accounting) is addressed by the ARB programme. Only the 

‘administrative burden’ of the entrepreneurs that have received subsidy is addressed.

Other costs that are made by the system as a whole are summarized below.

Quadrant 1: The designer of policies

Costs made in this quadrant include the costs of the EC political and bureaucratic-

legal establishment and its national and regional counterparts. All parties involved 

are engaging with interest groups about stimulating innovation projects in SMEs, 

developing agendas on policy goals, options, negotiating about them, developing 

detailed arrangements, getting them adopted, legitimizing them to the public, moni-

toring and evaluating them and so forth. 

7   Notice that the arrows from quadrant 4 to 1 are broader that the arrows that go from 1 to 4. Further on (in the 
section on ‘red tape multiplier effect’) it will explained why this is the case.
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Quadrant 2: Executor of policies

In the next table the costs of the main executing party (Incentive) that are in the 

budget plan are shown.

This table shows that around 9 million Euro is budgeted for ‘technical assistance’ 

(which is Incentive), on a total public and private investment of around E 310 million. 

When the ‘private investments’ are deducted this is about E 185 million on public 

funding, of which about 5 percent is spent on the direct execution costs by the ex-

ecuting party.

Other costs in this quadrant are:

• The costs of other controlling parties involved, like the Ministry of interior and 

kingdom relations, which deals with the criterion of not infringing on legislation 

on state support.

• The costs of other intermediaries, like the Limburg Development company.

• The costs of subsidy advisors that might get involved.

• The costs of the committee of experts which assesses the applications. It is not 

quite clear if these are included in the 5 percent mentioned above.

• The costs of legal assistance. These are partly paid by the participating entrepre-

neurs, partly by government agencies.

Quadrant 3: Producer/accounting

As this study shows, other costs in that quadrant include:

• Learning about subsidy possibilities. Only ‘regular customers’ who have a subsidy 

advisor find this an easy task. The rest reported things like too many agencies, not 

transparent if there is a good fit, cannot see the forest for the trees etc. 

• Writing a viable application. This appears to be the biggest budget post for this 

quadrant as a whole. It is estimated that it takes ‘one month’ of work to get this 

right. Success rates may be as low as one out of ten. So for every approved ap-

plication almost a year of work is put in by the entrepreneurs (and their subsidy-

advisors, when present) as a whole. 

• Setting up an appropriate administration to deliver the required details in the 

progress reports. These are often not compatible with standard bookkeeping or 

the output of standard bookkeeping software. It could be that these are partly 

included in the ‘administrative burden’ assessments of the ARB program.

• Instructing the accounting staff and the innovating professionals on which infor-

mation is to be collected, and in which format.

• Doing the progress reports and communicating about them with the subsidizing 

parties and other parties that might become involved.
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Quadrant 4: Innovator/networker 

The party actually engaging in the innovation effort has to deal with the ‘red tape’ 

that stems from the fact that the project is subsidized. As this study shows this can 

include:

• Delivering detailed projections on which steps will follow and which bills will have 

to be paid. Only costs that are known up front will be subsidized.

• The effort involved in time writing, because the entrepreneurial contribution is 

mostly in the form of hours that the professionals spend on the project.

• The costs of not being able to take short cuts when they reveal themselves in the 

process. The costs of inflexibility because everything has to go according to plan 

or the deviations will not be subsidized.

• The costs of buying everything new and not being able to use any means that were 

already available within the company. There have to be new invoices and payment 

proofs that are dated within the subsidized period, or they will not be accepted by 

the executing party.

Reflection: red tape multiplier effect

Much of these budget posts are interdependent. Requirements that emerge from 

quadrant one are passed on as information requirements to quadrant two and from 

there on are passed further to the quadrants three and for. 

In figure 12 the information exchange between the actors involved is roughly 

sketched. The arrows that go back from 4 to 3, to 2 and eventually to 1 are broader 

than the arrows that go in the opposite direction. With this we aim to express that 

complying with the requirements takes a lot more effort than laying them down to 

the next party involved.

Let’s assume for instance that from every € 100,- that the executing party can distrib-

ute among the entrepreneurs. € 4, - is reserved for adsorption of information from 

those entrepreneurs (€ 1, - for communicating the requirements). Let’s then assume 

that it takes 5 times more efforts to produce information than to absorb it. We can 

see then how the effort involved quickly increases. The 4 percent (quadrant 2) may 

be considered a reasonable amount of money spent on (the absorption part of) the 

execution, but in quadrant 3 the costs that are involved might already increase to 20 

percent of the total sum that has been put in by the subsidizing party (although not 

out of that budget), because it takes more time to produce information than to ab-

sorb it. The more steps that follow, the bigger the efforts involved get. This is coined 

the red tape multiplier effect.
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7. 2.1.3 Hurdles to be taken

Which ‘hurdles’ have to be taken by the acting parties involved to successfully imple-

ment the proposed interventions? To answer this question, the preliminary CIMO 

boxed are grouped in ‘who’, ‘what’, ‘how’ and ‘when’ interventions. 

Who

• CIMO box 17: Reduce the number of controlling parties.

• CIMO box 12: Arrange more continuity in arrangements and the staff executing 

them.

What

• CIMO-box 1: Differentiate between various types of innovation process.

How

• CIMO box 11: Allow more changes in direction.

• CIMO box 5: Allow more flexibility in expenditures.

• CIMO box 17 (part 2): Reduce degree of detail of controlling activities.

• CIMO box 9: Built in more slack in the progress reports.

• CIMO box 18: Monitor execution costs.

When

• CIMO box 14: Pay up front instead of afterwards.

• CIMO box 15: Built in more time flexibility.

Which hurdles have to be taken to be able to implement the proposed interventions? 

The main themes that have emerged from this research are addressed, listed from 

small to big (ger) political and practical hurdles that might be involved:

A. Monitor execution costs. 

B. Pay up front instead of afterwards.

C. Arrange more continuity in arrangements and staff executing them.

D. Differentiate between types of innovation process.

E. Built in more flexibility in direction, expenditure and time-lines.

F. Reduce the degree of detail in the regulations involved and the controlling activi-

ties. Allow more discretionary power for the executing parties to act according to 

the spirit of the arrangement instead of the letter.

G. Reduce the amount of parties involved. Simplify the institutional context of the 

arrangements and enhance the coordination between the parties involved.
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A. Monitor execution costs 

Monitoring execution costs is the standard bureaucratic reflex of a bureaucracy 

that is criticized on its execution costs. As was shown, monitoring the administrative 

burden for the participating entrepreneurs was one of the measures taken in the Ad-

ministrative Burden Reduction Programme (European Commission, 2012). Monitoring 

the executing costs that are made by their counterpart(s), the government agencies 

involved may be in line with this approach. 

Of course there are some practical hurdles as well with regard to this intervention:

• It will be very difficult to monitor all the costs involved because they are largely 

hidden in dozens of posts in just as many budget systems of the parties involved. 

• The monitoring itself will increase execution costs. As this study has shown, a 

great deal of the execution costs stem from monitoring and control activities.

• The costs made by and for the policy makers and executors themselves will be 

scrutinized if the execution costs are monitored. They may not find this an appeal-

ing prospect.

B. Pay up front instead of afterwards

Paying up front instead of afterwards would not be very difficult in a practical sense. 

It would require a change of rules. Politically, this would be a bigger hurdle, because 

in the past pre-financing has been associated with encouraging fraud (Quirke, 1999).

C. Arrange more continuity in arrangements and staff executing them

As stated before, in the current situation employees of executing organizations like 

Incentive are operating on temporary job contracts. The duration of the arrangement 

they are executing (in case of OP Zuid 7 years) is the horizon in these contracts. As a 

consequence, there is great employee turnover in the staff of this organization, which 

causes uncertainty for the participating entrepreneurs. To remedy this, a more perma-

nent executing organization should be founded, which can offer more job certainty 

for the advisors, so that they do not leave as soon as they can find something with 

better job security. Such action would be in line with the trend to establish ‘agencies’ 

which act as standalone organizations executing part of the EC policies, so this does 

not seem to be a big practical or political hurdle.

Also the arrangements themselves show discontinuities. New policy goals arise over 

time and these are incorporated in the new arrangements every so few years. More 

continuity could be achieved at least in the bureaucratic regime for accounting for 

costs, time writing and so forth. This intervention would be in line with current poli-

cies (OP Zuid, 2014). 
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D. Differentiate between types of innovation process

This would imply a departure from the current policy aimed at reducing risks by only 

subsidizing innovation projects for which both markets and technologies are known. 

E. Built in more flexibility in direction, expenditure and time-lines 

Allowing more flexibility in these areas while adhering to a strict accountability/

control regime would be an operational challenge to the parties that play a role in the 

‘chains of accountability’ that was described. If decisions about abandoning the origi-

nal plan without losing the granted subsidy are not left to the discretionary power of 

the main executing party (in this case Incentive), this would mean that such changes 

and decisions made with regard to them would have to be documented, reported and 

scrutinized by other parties. The ‘hurdle’ would be to do this without further enhanc-

ing the red tape involved.

F. Reduce the amount of parties involved, enhance coordination among them

This aspect is closely linked to the history of the EU and the struggle between those 

countries promoting more centralization and other countries that are opposed to this. 

This struggle also occurs within member states, where regions have some autonomy 

in economic affairs they do not want to give up in favor of national centralization. 

The institutional complexity we see in the execution of EU policies is a result of these 

countervailing powers.

The Organisation for Economic Co-operation and Development (OECD, 2014 ) has 

addressed this issue in a 2014 report. This report is not on the EU, but on investment 

policies to strengthen economies in general. The OECD sees three main challenges:

“1. Co-ordination challenges: Cross-sector, cross-jurisdictional and intergovernmental 

co-ordination are necessary, but difficult in practice. Moreover, the constellation 

of actors involved in public investment is large and their interests may need to be 

aligned. 

2. Capacity challenges: Where the capacities to design and implement investment 

strategies are weak, policies may fail to achieve their objectives. Evidence sug-

gests public investment and growth outcomes are correlated to the quality of 

government, including at the sub-national level. 

3. Challenges in framework conditions: Good practices in budgeting, procurement 

and regulatory quality are integral to successful investment, but not always robust 

or consistent across levels of government.”  (OECD, 2014, p.6)
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With regard to the preliminary interventions, two conclusions can be drawn:

• Reducing institutional complexity and parties involved would involve a redesign of 

the EU as a whole.

• Enhancing coordination might be an easier challenge. The interventions the OECD 

proposes, however, might even increase execution costs and red tape because 

they entail a further enhancement of planning and control activities.

G. Reduce the degree of detail in the regulations involved

What is the root cause of the degree of detail in European regulations? De Dutch EU 

historian Luuk Van Middelaar presented a useful study on this issue. He observed that 

the Brussels institutions, work methods and ways of thinking are aimed at smother-

ing political passions in a web of regulation (Van Middelaar, 2017). Van Middelaar 

illustrates this observation with the difficulties the EU faces in dealing with events 

like the Euro crisis and the Ukraine situation, but his insight is also relevant for the 

regulations in the context of the cohesion policy.

Van Middelaar states that the Germans have a tradition of producing detailed regu-

lations, whereas the French prefer less detailed regulation and more room for the 

executor to use discretion and respond to ‘incidents’. The Germans see this as open-

ing the door for ad hoc decisions that will promote transferring money from the rich 

northern EU members to the poorer southern countries. This clash of visions can be 

traced throughout the whole history of the EU and even has an institutional expres-

sion in the EU, where the European committee stands for the rule of regulations and 

the European council represents the rule of tailor-made decision making. 

To implement this intervention, the Germans and their allies have to be persuaded to 

reduce the degree of which they rely on regulations to prevent ad hoc favoritism and/

or nepotism.

Conceptual model: degree of detail and amount of parties involved

In the figure below four possible combinations of the two variables we discussed in 

the last part this section are summarized.
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Amount of parties involved

Many Few

Degree of detail
In the arrangements

High 1. Red tape jungle. Exponential growth 
of execution and transaction costs

2. Standard bureaucracy, 
more efficient, little flexibility 

Low 3. High trust network organization 4. Professional organization

Figure 13: Degree of detail and amount of parties involved

From this figure it is clear that:

• When the degree of detail in the arrangements is high and many parties are in-

volved, one can expect much red tape and high execution and transaction costs.

• Reducing the amount of parties involved would make the system more efficient, 

but still not very flexible for the innovative professional operating within this 

context. 

• Reducing the degree of detail in combination with many parties involved would 

work if there is enough trust between the parties involved. 

• Low degree of detail in combination with few parties involved would optimize the 

professional’s ability to adjust his plans according to occurring contingencies.

Current situation: red tape jungle

The current situation appears to be that of the red tape jungle. The great amount 

of parties involved is a reflection of the centralization-decentralization discussions 

in the EU. The high degree of detail in the arrangements is reflecting the German 

doctrine of an administrative rule of law versus the French doctrine of discretionary 

power in the execution within a limited set of ground rules.

Reducing the amount of parties involved within the current EU context could take 

the form of setting up an agency that acts as a standalone organization within the 

EU. This would mean a reduction of the power of regional and national policy makers 

and executors.

Reducing the degree of detail in the arrangement would imply a departure from 

the German doctrine of rule by law/regulations and would be a viable option only if 

high trust is present instead of the current situation of organized distrust among the 

stakeholders involved.

7.2.2 Executors the policies
The second quadrant addressed is that of the executor(s) of the policies. In this study 

this was Incentive and the Limburg Development Company. These were the interven-

tions, mechanisms and outcomes aimed at this set of actors:
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With regard to these actors we address the same three questions as in the previous 

section:

• Does literature show support for the outcomes that are pursued? Is there aware-

ness of the issues that emerged?

• Have there been action programs that deal with these issues? Have there been 

previous interventions to reach similar goals? If so, what actions have been taken, 

with what success, what can be learned from them?

• Which ‘hurdles’ have to be taken by the acting parties involved to successfully 

implement the proposed interventions? 

7.2.2.1 Support and awareness

Does literature show support for the outcomes that are pursued? Is there awareness 

of the issues that emerged? The literature scan shows that there is support for the 

reduction of administrative burden for the applying and participating entrepreneurs. 

In the OP Zuid operational program 2014-2015, written by Incentive, the following 

statement is made about the issue of administrative burden for the participating 

entrepreneurs.

‘De afgelopen programmaperiodes zijn door begunstigden de administratieve lasten 

van het uitvoeren van een project gefinancierd met EFRO subsidie als zwaar beoor-

deeld. In veel gevallen is een tot op detail uitgewerkte onderbouwing van kosten 

noodzakelijk om daadwerkelijk voor subsidie in aanmerking te kunnen komen. Voor 

de programmaperiode 2014-2020 is de doelstelling van de Management Autoriteit 

(MA) – i.c. de Provincie Brabant - om daar waar mogelijk zorg te dragen voor lasten-

verlichting voor de begunstigden.’ (OP Zuid, 2014, p. 74)

In the past period of the program, the administrative burden of doing a project that 

was financed with ERDF subsidies had been assessed as high by the beneficiaries. In 

many cases a detailed outline of the costs is mandatory to be applicable for subsidy. 

With regard to the program period 2014-2020 the aim of the Management Author-

ity (MA) - the Province of Brabant - is to reduce the administrative burden for the 

beneficiaries where this is possible.

No reports have been found that show awareness of and support for the following 

goals that are mentioned in our CIMO boxes:

• Reporting to one executing party, not several. 

• Enhancing the amount of entrepreneurs that successfully apply for subsidy, 

especially entrepreneurs who are not that sophisticated with regard to project 

prognoses and accounting.
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• Reducing the amount of applications that are not in line with the goals of an ar-

rangement and therefore do not stand a chance from the start.

• Enhancing the stimulating effect by offering more stewardship on the content 

(finding partners, markets and/or technology) for the innovating entrepreneur.

• Reducing the friction between the executing party and the innovating entrepre-

neur by changing a regime of distrust and sanctioning into a regime of trust and 

support.

7.2.2.2 Previous actions on the issues

Have there been action programs that deal with these issues? Have there been previ-

ous interventions to reach similar goals? If so, which actions have been taken, with 

what success, what can be learned from them?

In the operational program 2014-2020, actions have been reported to reduce the 

administrative burden involved. These are aimed at simplifying the accounting of 

labor costs.

‘Aangezien vooral het onderbouwen van uurtarieven als administratieve last wordt 

gezien, is door de (gezamenlijke) MA’s ter voorbereiding op de periode 2014-2020 

gewerkt aan een vereenvoudigde wijze van onderbouwen van het uurtarief. Daarbij 

is aansluiting gevonden bij de mogelijkheid die in de verordening wordt geboden om 

gebruik te maken van flatrate tarieven en standard unit costs.’  (OP Zuid, 2014, p. 74)

Because the specification of the hour rates is perceived as the most important source 

of administrative burden, the (joint) Management Authorities, preparing for the 

2014-201 period, have put an effort in simplifying the specifications of the hour rates. 

For this the option of using flat rates and standard cost units that was offered in the 

arrangement was adopted. 

These efforts have resulted in, in their own words (translation RH):

• Using a fixed percentage of the direct labor costs to calculate the additional for 

social security costs. This possibility means that the beneficiaries no longer have 

to specify the percentage for social security separately.

• Using a fixed percentage of the direct labor costs (including additional social secu-

rity costs) for calculating the overhead costs. This flat rate means that a separate 

specification of the overhead costs is no longer necessary.

• The option to, in case a government approved IKS rate (integral cost system, RH) – 

to be approved by AgentschapNL – also apply this in ERDF projects. The credibility 

of this method is assessed up front by AgentschapNL and afterwards on the level 
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of hour rates, to be checked by the (house) accountant. These rates are often ap-

plied in other research and development projects, financed by AgentschapNL, and 

prevent the beneficiaries from having to produce a separate specification of the 

hour rate.

• In case of participation of government agencies in a project, the possibility to ap-

ply the rates based on the Manual regarding public services rates. (OP Zuid, 2014, 

p. 74)

Conclusions

With regard to interventions to reach similar goals, it is concluded that:

• There is awareness of the red tape issues that emerged. 

• The measures taken, however, address only a minor part of the interface problems 

between innovating entrepreneurs and the executing parties.

7.2.2.3 Hurdles to be taken

Which hurdles have to be taken by the acting parties involved to successfully imple-

ment the proposed interventions? To answer this question, the preliminary CIMO 

boxes are grouped into ‘who’, ‘what’ and ‘how’ interventions.

Who

• CIMO box 16: reporting to only one party, not several.

What

• CIMO box 7: Make administrative requirements compatible with standard busi-

ness software output.

• CIMO box 8: More stewardship in finding partners, markets and/or technology.

How

• CIMO box 2: Enhance transparency through better interface.

• CIMO box 3: Create reporting and accounting scan.

• CIMO box 6: ‘Click your way through’ application form.

• CIMO box 13: Change a regime of distrust and sanctioning into a regime of trust 

and support.

The hurdles involved can be divided into five sections, again grouped from small to 

bigger political and practical hurdles:

A. Enhancing the interface though the development of more user friendly software 

applications
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B. Making administrative requirements compatible with standard business software 

output

C. More stewardship in finding partners, markets and technology

D. Reporting to only one party, not several

E. Changing a regime of distrust and sanctioning into a regime of trust and support

A.  Enhancing the interface though the development of more user friendly soft-

ware applications

This intervention would be in line with current policies to reduce red tape in the EC. 

It is more a practical hurdle than a political one. It does, however, have a relation-

ship with the issue of more continuity in policies. There should at least be enough 

continuity to justify the investments made to develop such ‘click your way through’ 

user friendly interface.

It would help if at least the administrative requirements would remain the same, even 

if beneficiaries and policy goals change. The software should be flexible enough to 

adapt these items while the overall architecture remains the same. 

B.  Making administrative requirements compatible with standard software out-

put.

This would require a change in the policy making process. A step should be introduced 

in which the experts assess this compatibility and suggest changes.

C. More stewardship in finding partners, markets and technology

Offering stewardship is not included in the formal task description of the executing 

parties at the moment. If there is stewardship, this is with regard to adhering to the 

red tape requirements, no stewardship is offered on the innovation process itself. 

One could argue that if such stewardship was offered, not only the less sophisticated 

and interconnected entrepreneur would benefit from this, but also the executing 

party, because:

• This could appeal to their sense of professionalism and vocation, to offer tailor-

made stewardship to innovative entrepreneurs. 

• This would provide them with much more insight in the innovation process that is 

subsidized, much more than just comparing the enforced (and difficult and risky 

and costly) red tape output of dates, hours and bills with projected timelines and 

budget posts.
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• This would enable them to exercise discretionary power, when granted, to allow 

entrepreneurs to change their plans with regard to timelines, means, partners of 

even goals of the innovation process, without losing the subsidy granted.

As reported in the field study, the execution currently appears to be largely in the 

hands of financial-legal experts. This is because the interactions with the entrepre-

neurs and reporting to ‘Brussels’ requires such expertise. Offering more stewardship 

would require a redesign of the execution part of the arrangement. Also would it 

require a change in the competencies of executing parties like, in this case, ‘Incentive. 

They would have to employ more people with technical and networking competen-

cies.

D. Reporting to only one party, not several

The hurdles involved here are the operational side of reducing the amount of parties 

involved and enhancing the coordination among them discussed in the previous sec-

tion. If reducing the amount of parties involved is not politically viable, at least the 

coordination between these parties could be enhanced, so that controlling activities 

among them take place behind the facades and do not lead to an extra amount of red 

tape and risk for the entrepreneur.

This would take a redesign of the arrangements and would probably lead to changes 

in the balance of power between parties involved in the EC and the different levels of 

government agencies in the participating countries. This is known to be a big political 

hurdle.

E.  Changing a regime of distrust and sanctioning into a regime of trust and sup-

port

The last and probably biggest hurdle would be to abandon the regime of organized 

distrust that seems to be present not just in the EC, but also in many member 

countries. We already addressed a similar issue in the previous section, where we 

discussed reducing the degree of detail in the regulations involved. This would mean 

a departure from the practice of ruling by detailed regulations that has been at the 

core of the EC from the start as a free trade zone. 

7.2.3 The producer/accounting staff
The third quadrant in the subsidized innovation framework is that of the entrepre-

neur in his role of ‘producer’ (which means, not in his role as an innovating expert, 

sometimes these roles were united in the same person) and the accounting party in 
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the SME. These were the interventions, mechanisms and outcome aimed at this set 

of actors.

Intervention Mechanism Outcome

CIMO box 4: Get 
expert help.

Absorptive capacity 
(Cohen et al., 2007, 
Volberda et al., 2010)

The entrepreneur will learn the difference 
between aspects that should be taken literally 
and aspects that are open to creativity and 
discussion in the call text and with regard to the 
administrative regime. 
Fewer entrepreneurs will experience that they 
spend a lot of effort on a non-successful subsidy 
application, or on a subsidy that was granted but 
eventually not received because of procedural 
flaws.

7.2.3.1 Support and awareness

Does literature show support for the outcomes that are pursued? Is there awareness 

of the issues that emerged?

For the interventions that have been discussed so far, big support can be expected 

from entrepreneurs who have participated in subsidy programs or are thinking of 

doing so. The red tape is one of the main complaints put forward by entrepreneurs in 

the scarce evaluative studies we have found on this issue (Meijaard et al., 2007).

No reports were found regarding the need to get expert help. In this study, a few 

companies did not need expert help anymore, because they had enough experience 

and specialized staff to deal with the issues themselves. The majority of the entrepre-

neurs did use expert help, so obviously were aware of the necessity to do so. Only a 

few, not so experiences entrepreneurs did not get expert help, or not in all stages of 

the trajectory, and they all got in trouble one way or another by a lack of expertise.

7.2.3.2 Previous actions on the issue

Have there been action programs that deal with these issues? Have there been previ-

ous interventions to reach similar goals? If so, which actions have been taken, with 

what success and what can be learned from them?

No literature was found on this issue. From our study, we have learned that The Sub-

sidy Advisor was very aware of the consequences of not getting expert help in every 

stage of the process for the not so sophisticated entrepreneur. 
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7.3.3 Hurdles to be taken
Which hurdles have to be taken by the acting parties involved to successfully imple-

ment the proposed interventions? 

Getting expert help could pose a hurdle for the entrepreneurs in four different ways:

• Financial: the entrepreneur has to pay for the expert help. These costs can be 

included in the budget plan, but if the subsidy is not granted, the entrepreneurs 

will have to pay for the efforts out of their own pocket. A lot of subsidy advisors 

operate on a no-cure-no-pay basis, but not every entrepreneur is aware of this. 

• Political: a few entrepreneurs we visited for this study expressed the view that 

there should not be a necessity to involve experts in applying for a subsidy, setting 

up the administration and doing the progress reports. Given this point of view, 

they are reluctant to do so. Why waste taxpayer’s money on activities that do not 

directly contribute to innovative success? 

• Psychological: a lot of entrepreneurs have a ‘can do’ mentality and refuse to 

accept that they would need help on this. As already mentioned, they are often 

encouraged to think they have the expertise by the (relatively) user friendly front 

end (brochure, website) of the arrangements, which might obscure the technical-

legal complexity that awaits them behind this front.

• Strategic: getting outside help means that they have to disclose their innovative 

ideas and plans to people outside their firm. This constitutes a risk of somebody 

stealing their ideas if the experts breach the confidentiality that should be in-

volved.

7.2.4 The innovator/networker
The last quadrant is that of the innovating specialist who is actually doing the innova-

tive work. This was the suggested intervention regarding this actor.

Intervention Mechanism Outcome

CIMO box 10: Let the 
administrator handle the 
details.

Absorptive capacity (Cohen 
et al.,2007, Volberda et al., 
2010)

A better communication between the 
inspecting parties and the innovating 
SMs. Less frustration for the innovator 
about the lack of entrepreneurial thinking 
by this ‘visitor from a strange land’.

7.2.4.1 Support and awareness

Does literature show support for the outcomes that are pursued? Is there awareness 

of the issues that emerged? Do professionals want flexibility in their innovation 

processes?
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Let’s first look at the support from the innovating professionals for the interventions 

with regard to increasing flexibility for the innovating process. Literature suggests 

support for these interventions, by scholars and also by the innovating professionals.

The issue of flexibility needs for innovators has been addressed by several scholars:

• Mintzberg (1983) made a distinction between machine bureaucracies on the one 

hand and professional organizations or adhocracies on the other. Professionals 

prefer the latter because they want to solve unique problems and experience dif-

ficulties producing them in the context of systems (planning and control, quality) 

that limit their freedom of action.

• Schein (1996) reported on the existence of three different cultures in organiza-

tions, each with a different view on critical success factors for achieving results. 

The ‘technicians’ produce planning and procedures and in their view strict adher-

ence to these are critical for success. ‘Operators’, the ones doing the actual work, 

are convinced that however smart the planning and procedures may be, the key 

to success lies in their ability to improvise in the execution, because there will 

always be emerging contingencies that call for deviations from the original plan. 

The third party, management, has to mediate between those two viewpoints and 

is often inclined to choose the side of the technicians because they promise the 

predictability that suits the managers need to report results in accordance with 

the policy time and deadlines.

• De Bruijn (2010) highlighted the importance of the more flexible process manage-

ment as opposed to project management as a successful approach to manage 

innovation and change in a complex and unstable environment.

• Weggeman (2007) suggests abandoning planning and control type management 

all together in order to foster innovation by intrinsically motivated professionals. 

Only the desired outcome should be put forward by management, not how to 

achieve this outcome. This approach received great acclamation from both profes-

sionals and managers in recent years.

Are they open to the suggested division of labor?

With regard to the intervention in CIMO box 10, which suggests to let the accountant 

handle the details of reporting, no support was found in literature. We can, however, 

assume that there will not be any serious opposition to leaving these tasks to special-

ized staff. Only were the innovator is the same person as the entrepreneur we have 

already mentioned opposition on the basis of that some of them reject the rationality 

of these detailed reports and the costs that are involved in delegating these tasks to 

specialized accounting professionals.
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7.2.4.2 Previous actions on the issues

Have there been action programs that deal with these issues? Have there been previ-

ous interventions to reach similar goals? If so, which actions have been taken, with 

what success and what can be learned from them?

Within relatively small entrepreneurial organizations there traditionally is little faith in 

extensive planning and control activities to reach innovative goals (Sarasvathy, 2009). 

In bigger organizations there also are relevant experiments that can be reported. 

Ricardo Semmler, former CEO of the Semco Company, was one of pioneers in the area 

of abandoning planning and control activities in favor of flexibility for professionals 

(Maresco, 2004). In the Netherlands, Jos de Blok from Buurtzorg Nederland adopted 

a similar approach in the field of health care (Kurki et al., 2016). These developments, 

however, are within organizations. No reports were found on external financing par-

ties (banks, subsidizing agencies) that abandoned heavy reliance on projections, time 

and deadlines and detailed budget plans to monitor innovative efforts by innovating 

professionals. 

With regard to the intervention in CIMO box 10, no studies were found on interven-

tions by companies aimed at shielding the innovative professionals from accounting 

and reporting activities that are mandatory because of subsidy that was received.

7.2.4.3 Hurdles to be taken

Which hurdles have to be taken by the acting parties involved to successfully imple-

ment the proposed interventions? 

Hurdles with regard to being empowered

For the innovative networker, being result orientated and flexible in choosing ap-

propriate actions usually comes natural, so no big hurdles should be in place here 

(Weggeman, 2007). However, quite some professionals have been subjected to at-

tempts to strengthen their internal motivation by putting in place external incentives 

by their ‘bosses’, thus weakening their original professional drive. These professionals 

might have become used to playing the game of strategic behavior to meet external 

demands with the least amount of effort put in. 

Other hurdles that might prevent a professional from being able to take appropriate 

action to achieve the desired innovation might be:

• Mono-disciplinary attitude: being unwilling or unable to see aspects of the chal-

lenge that need additional expertise and/or the inability of ‘lateral thinking’, using 

algorithms of other disciplines to create new solutions.
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• This taken to the extreme: pigeon holing. The habit of reformulating each problem 

encountered to fit the standard solutions that he/she has applied time after time 

earlier. 

• ‘Not invented here’ syndrome: unwillingness to accept solutions that come from 

parties or individuals outside the organization. Unwillingness to exchange infor-

mation with outsiders.

Specifically for collaboration with accounting staff

For this intervention to work, the professionals have to at least be prepared to be 

instructed by the accounting staff on which information they have to produce to 

secure the granted subsidy and act accordingly. This might be a hurdle, because many 

professionals often are unwilling to play their part in what they perceive as a ‘red 

tape’ circuit.

7.3 Summary

Chapter 7 contained the results of a second literature study on the issues that 

emerged. The grounded theory analyses showed four parties that are involved in the 

subsidizing process: (1) the innovating entrepreneur, the accounting staff and his/

her advisor(s), (2) the innovating experts, (3) the executing agency and (4) the design-

ers of the subsidy policies. Literature is scanned to construct a framework depicting 

these parties and their interrelations. To build this framework, the competing value 

model of Cameron and Quinn (1998) and the work on the ‘reflective practitioner’ of 

Donald Schön (1983) was used. 

Subsequently, the 18 preliminary interventions as described in chapter six were re-

lated to the ‘subsidized innovation framework’ that was constructed. Who are the ac-

tors that should take action? Then literature was studied with regard to these actors. 

Does literature show support for the goals that are pursued with the interventions? 

Are there of have there been policies or actions to pursue these outcomes? What 

can be learned from them? The interventions proposed in the CIMO boxes: have they 

been tried before? With what success? What lessons can be learned? The context in 

which they are situated: what characteristics are relevant for a successful adoption of 

the proposed interventions? How can chances for successful adoption be optimized? 

What ‘hurdles’ have to be taken?

Support by the parties involved was found for the ‘reducing red tape’ part of the 

interventions aimed at enhancing the execution of the arrangement. EU policy 
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makers have been tackling this issue for years. Some progress was made, but it is 

acknowledged that the amount of red tape involved is still substantially and further 

action is needed. Also, some awareness was found on the issue of the high transaction 

costs for the innovating entrepreneur. Using the ‘subsidized innovation framework’ 

developed in the previous section, an overview is presented to assess the executing 

and transaction costs for all parties involved in the subsidizing process. These costs 

are much higher than merely the costs made by the executing agency.

EU policy documents show no awareness or support for the interventions aimed at 

enhancing the arrangement itself, by making it accessible for entrepreneurs with in-

novation projects that are in a stage where only the market need is known and not the 

technology, or, the other way around, only the technology and not the market need 

that could be addressed with this technology. Also no awareness or support by EU 

policy makers was found for interventions aimed at allowing more flexibility for the 

innovating entrepreneur. The innovating entrepreneur, the innovating experts and 

the executing party did show awareness of this issue and support for such interven-

tions.

Finally, no support was found for the interventions aimed at enhancing the institu-

tional context of the subsidizing practice. In this study, the amount of parties involved 

and the degree of detail that is required in the reporting obligations between these 

parties emerged as the ‘root cause’ of the red tape pressure and the limits on entre-

preneurial flexibility that come with participating in a subsidy arrangement. 





Chapter 8
Intervention design

8.0 Introduction

In this chapter a design of an agenda to enhance the effectiveness or efficiency of 

the subsidy arrangement that was studied is presented. This agenda is based on the 

issues that were identified in chapter five, the preliminary interventions that were 

formulated in chapter six and the literature study presented in chapter seven on the 

positions on the issues of the parties involved. 16 out of our 18 interventions are 

aimed at the subsidizing government, the policy makers and the executors of policy. 

They are interconnected. These 16 can be summarized in 12 interventions by group-

ing together the interventions concerning enhancing the interface and offering more 

flexibility. 2 of the 18 interventions are aimed at the entrepreneur and the innovating 

professional. They are ‘stand-alone’ interventions that might not be necessary if the 

other measures have been implemented. 
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Incremental versus disruptive approach

The interventions are presented arranged from incremental to disruptive ((which is 

coined the ‘German route’) and from disruptive to incremental (coined the ‘French 

route’). This reflects the analysis of Luuk Van Middelaar (Van Middelaar, 2017) that 

was presented in the previous chapter:

• German approach: legalistic, preferring small steps, refining the juridical frame-

work if new challenges emerge. The EC acting as a judge. Rejecting an EC that can 

make policy decisions that go beyond a legal framework.

• French approach: political, disruptive, starting with a reform of the institutional 

context and working its way down to implementation from there.

Of course it is not implied that Germany and France would support the suggested 

course of action. However, the two strategies make a good fit with the depicted lines 

of thought. Also it is not implied that the twelve interventions we present can only 

be implemented in exactly that sequence. Some steps could also be taken the other 

way around, others are more clearly at the beginning or at the end of the two routes 

that we present.

8.1 Route 1: from incremental to disruptive

In this route, the interventions start at the base, the execution, From there on, the 

interventions work their way up to more and more fundamental issues that require 

changes in the arrangements, the convictions on which those arrangements are bases 

and eventually the institutional framework that is the context for the EC Cohesion 

policy.

For interventions 1 to 6, the executing parties are the actors that are primarily ad-

dressed, although all interventions are interconnected. The interventions 7 op to 12 

require changes in policy at EC level, they cannot be put in motion on the level of the 

executing parties.

The numbers behind the interventions refer to the preliminary CIMO boxes in which 

they were first introduced (see chapter 7).
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the current institutional and legal framework. The focus lies on doing things better instead of doing 
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Figure 14: From incremental to disruptive

8.1.1 Enhance the interface, user friendly software 
The first step in the ‘German route’ is to improve the execution of the current ar-

rangements within the current institutional and legal framework. The focus lies on 

doing things better instead of doing better things, that is, first loop learning. These 

interventions can be done by the executing parties. They are in line with current poli-

cies to reduce administrative burden. Requirements would be:

• Funds to develop the enhanced interface. This can be seen as an investment. The 

benefits are reaped by the applying entrepreneurs in general and the entrepre-

neurs that receive subsidy in particular. Also these interventions could lead to 

cost reductions for the executing parties in the rest of the process, because the 

applying entrepreneurs will make less mistakes in their applications and progress 
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reports. This will reduce the required effort to communicate about correcting 

these mistakes.

• Some continuity in the arrangements, so that the investments in the enhanced 

interface can benefit for the entrepreneurs.

Context There are many subsidy arrangements available from different sources, for 
different types of innovation projects or different aspects of these projects. 
For an individual entrepreneur this creates lack of transparency of available 
arrangements.

Intervention Create and maintain an interface in which all available arrangements are included, 
for every phase of an innovation process, which is easy to use for an entrepreneur, 
also if he is not a specialist.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al.,2007)

Outcome •  A lower ‘threshold’ for individual entrepreneurs to use the available 
arrangements

• More entrepreneurs will apply for the available arrangements
• Less innovation projects will fail due to lack of timely funding. 
•  Less entrepreneurs will apply for arrangements that are not suited for their 

type of project or level of administrative sophistication. 

CIMO box AI81.1: Enhancing transparency through better interface

Context Entrepreneurs who are not used to extensive planning, time writing and such have 
a hard time complying with the rules of an OP Zuid like arrangement. 

Intervention Create a scan for an entrepreneur in which he can assess if his internal reporting 
and accounting processes are suited to meet the demands of an individual subsidy 
arrangement. The scan should also produce a ‘to do’ list to clarify what actions are 
needed to bridge the gap.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome • Entrepreneurs will be better able to judge if they can fulfill the demands 
•  More entrepreneurs will be able to meet the reporting and accounting 

demands a subsidy regime entails. 
•  Less entrepreneurs will apply for arrangements that are not suited for their 

level of administrative sophistication.

CIMO box A 1.2: Creating reporting and accounting scan

8   A stands for the incremental approach. The boxes for the disruptive approach will be labeled B. 
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Context An application form for a subsidy contains a lot of elements that are standard 
formulation. Every entrepreneur applying has to find out what the correct 
standard formulations are. Forms are being send to and fro between entrepreneur 
and advisors, until the formulations are correct. This is extra time-consuming.

Intervention An online application form is developed and implemented in which standardized 
formulations are used that are accepted for standard situations. These questions 
can be dealt with in a ‘click your way through’ manner in the application form.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome Only acceptable formulations of a situation can be submitted by the entrepreneur.
Doing the application will be less time consuming. 
Compliance with regulations will become easier for the entrepreneur. 
Less Irritation about applications that are returned with the labeled inadmissible 
because of wrong formulations.

CIMO box A 1.3: ‘Click your way through’ application form

8.1.2 Make bookkeeping requirements compatible 
This intervention would take a change in the subsidy arrangements and the process 

through which they are formulated. It would also be in line with current efforts to 

reduce red tape for participating entrepreneurs, so no big policy change would be 

necessary. 

Context Subsidized SMEs often have to set up a parallel bookkeeping systems to be able to 
deliver the required information in the progress reports to the subsidizing agency. 
This contributes to the workload involved in the subsidized innovation process for 
entrepreneurs and executing parties and creates extra possibilities for errors and 
friction between entrepreneur and executing party about them.

Intervention Consult a panel of SME administrators before specifying the details of the 
progress reports in terms of formats, time frames, degree of exactness etc. Make 
sure the administrative demands are in line with standard output of standard ERP 
business software, so that no extra costs have to be made.

Mechanism Compatibility (Haber et al., 2012)

Outcome Compatible systems reduce compliance costs and reduce risks of errors
Less effort and costs to comply to desired standards. 
Less irritation about not receiving granted subsidies because of lack of compliance 
by the entrepreneur.

CIMO box A2: Make bookkeeping requirements compatible with standard business 

software output
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8.1.3 Offer more stewardship 
Offering more stewardship would imply a departure from the role the executing 

party plays in the subsidizing process. The intervention is aimed at the executing par-

ties, but would have to be put into motion by the policy makers, because it requires a 

change in the arrangements:

• In the current situation, the executors monitor adherence to the legal framework 

(the letter of the law) instead of assisting the entrepreneurs in achieving the 

policy goals that are behind the arrangements (the spirit of the law). 

• The latter could be seen as a return to the system of ‘patronage’ that is associated 

with favoritism, nepotism or even fraud by the northern EC members (Van Mid-

delaar, 2017, Van Laar, 2017).

• New forms of accountability practices may be needed to address this issue. Beyond 

strict adherence to the letter of the arrangements as a cornerstone. A ‘comply or 

explain’ approach is common in internal accountability practices in businesses, but 

not in the execution of EC policies.

• Offering stewardship would also take new competencies for the staff of the ex-

ecuting party. 

More stewardship could also be offered by other parties involved. At the moment 

subsidy advisors and other intermediaries seem to be better equipped to deliver such 

services. This solution would however further increase the execution costs, which 

already appear to be substantial.

Also, as already mentioned before, stewardship could in theory replace a part of the 

standardized reporting efforts on part of the entrepreneur, because the information 

needed to scrutinize the innovation process is already available as a byproduct of the 

stewardship efforts. 

Context An entrepreneur who has an idea for an innovation has difficulties finding suitable 
partners, markets or technologies. The ‘fuzzy front end’ of the innovation process is 
about finishing this search process successfully. That is also the most important hurdle 
the entrepreneur has to take to produce a successful application for subsidy.

Intervention The entrepreneur gets more support in his search process. The subsidizing agency 
makes better use of his position as an important node in the entrepreneurial networks 
in the region.

Mechanism Social capital (Alguezaui et al., 2010, Dost et al., 2016)

Outcome More successful applications by entrepreneurs who would not succeed without this 
support. 
Enhanced stimulating effect.

CIMO box A3: More stewardship in finding partners, markets and/or technology
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8.1.4 Let the entrepreneur report to only one party 
This would take a redesign of the ‘back office’ of the executing parties and the differ-

ent levels of policy makers involved. At this level, the ‘chain of accountability’ would 

not be altered, no reduction of parties involved, no elimination of reporting obliga-

tions between those parties. The intervention is about keeping these chains out of 

sight from the innovating entrepreneur, in the back office.

Context Several parties are involved in monitoring and control activities with regard to 
subsidized innovation. This can lead to a great work load and perceived uncertainty 
for the innovating entrepreneur.

Intervention Develop an approach in which only one account manager/executing party acts as 
counterpart for the entrepreneur. Monitoring activities that are not directed at 
the entrepreneur should be organized in a way that the entrepreneur does not see 
them or plays an active part in them.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al.,2007)

Outcome Less workload and less perceived uncertainty for the innovating entrepreneur.

CIMO box A4: Reporting to only one party, not several

8.1.5 Develop a regime of trust and support 
This would be the ‘shared values’ finish of the interventions with regard to the role 

of the executing party. At this point, we are referring to a spirit of trust and sup-

port in the interactions between the entrepreneur and the executing party. Later in 

this chapter the same issue will reoccur with regard to the relationships between EC 

countries themselves and between them and the EC institutions.

Context The executing party is mainly looking for flaws in the administration. A regime of 
distrust puts a strain on the relation with the innovating entrepreneur.

Intervention Executing parties are being trained in developing an attitude of partnership and 
trust towards the innovating entrepreneur. Helping them to comply becomes their 
main aim, not detecting and sanctioning lack of compliance.

Mechanism From distrust to trust (Ferrin, 2007, Vlaar et al., 2007)

Outcome The job perception of the administrative-legal educated professional is altered 
though the intervention.
Less friction between the executing party and the innovating entrepreneur.

CIMO box A5: Changing a regime of distrust and sanctioning into a regime of trust 
and support.
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8.1.6 Monitor execution costs 
Monitoring the total costs of execution and transaction costs by all parties involved 

in the system that we described could be a first step to reevaluate the system as 

a whole. It would involve developing a ‘dashboard’ that shows all costs made by all 

parties involved. 

Context A large amount of the EC money that is available for entrepreneurs to stimulate 
innovation is spent on the execution of the OP Zuid arrangement. The system of 
checks and balances appears to contain an overdose of checks and therefore entails 
little balance between execution costs and money that is actually available for the 
entrepreneurs. 

Interventions Monitor the execution costs of the arrangements. Determine what percentage is 
acceptable and reduce the level and intensity of controlling activities if this percentage 
is exceeded.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al.,2007)

Outcome Increasing the awareness of the execution costs by agreeing upon targets and 
monitoring the costs will make the policy makers aware of the price tag attached to 
these activities.

CIMO box A6: Monitor execution costs

8.1.7 Pay upfront instead of afterwards 
Payment upfront would relieve a great deal of financial stress, especially for startups 

who do not yet have great financial reserves. As we already stated, this would be a 

pretty big step, because payment upfront requires high trust between the parties 

involved. That trust is often lacking, especially between, roughly, the northern and 

the southern EC members.

Context Entrepreneurs have problems with pre-financing the granted subsidy. They have to pre-
finance the subsidy for at least half a year. Often longer, as the administrative procedures 
to clear the money may take quite some time. This can cause liquidity problems.

Intervention The money is paid at the start of each new tranche, upfront, not after each period. 

Mechanism Reducing liquidity risks (Klonowski, 2012, Wan, 2011)

Outcome The entrepreneur is freed of the pre-financing burden. Unexpected delays in when he/
she receives the money are avoided.
Less risk of liquidity problems for the innovating entrepreneur.

CIMO box A7: Payment upfront instead of afterwards



189

The subsidizing process as seen by the parties involved

8

8.1.8 Arrange more continuity in arrangements and execution 
Discontinuity in policies is a byproduct of new policy goals that emerge and of the 

urge of new policy makers in office to make their mark. With this intervention we do 

not want to suggest that policies should never be changed, but that where continuity 

can be arranged, this has clear advantages. 

More continuity appears possible in:

• The procedures of applying for subsidies.

• The reporting regime, the bookkeeping practices that are prescribed.

• The executing parties. Reducing staff turnover with its negative aspects involved.

Context Subsidy arrangements know little continuity, which results in reoccurring uncertainties 
about the interpretation of the rules and a great turnover in the staff of the executing 
parties. The latter aspect leads to discontinuity in the advisor the entrepreneur has to 
deal with and a lot of advisors with little experience on the job.

Intervention The policy makers take these aspects into account and pay extra attention to the costs 
and the uncertainties when changes are made in the arrangement.
More continuity for the staff of the executing party is arranged, so that they can 
built up the necessary experience to guide the entrepreneurs effectively through the 
process.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al.,2007)

Outcome More continuity in regulations and staff executing them leads to less uncertainty about 
the interpretation of the details.
Less friction between the innovating entrepreneur and the executing party with regard 
to the interpretation of the rules and the agreements about these interpretations. 

CIMO box A8: More continuity in arrangements and staff executing them

8.1.9 Differentiate between types of innovation process 
This intervention would mean a departure from the doctrine that only innovations 

where markets and technologies are known can receive subsidy. Arguments to do so:

• Purely technology or market driven innovation processes are more risky, but also 

have more potential reward. When markets and technologies already exist and are 

known, chances are that there will also be competitors with similar plans, so that 

the margins will be small and the potential effect on the regional economy will 

be little.

• Subsidizing ‘high risk-high reward’ projects would score better on the criterion of 

‘additionality’, since projects where both technology and the markets are known 

can often also get money from a regular bank or venture capitalists. 
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This intervention would require:

• A different regime for assessing projects. In the current regime, technologies and 

market must be known.

• A different regime for planning and reporting, because planning is even more 

difficult for purely technology driven or purely markets driven projects. They are 

much more a search and learn activity, not a plan and execute.

• A different role for the executing party. Scrutinizing such search and learn pro-

cesses is very different from comparing bills and dates to projected budget posts 

and timelines.

Context A policy maker wants to create subsidy arrangements that also provides 
possibilities for technology or market driven innovation projects.

Intervention Different application forms and procedures are developed for three types of 
innovation processes:
•  Implementation processes. Markets and technologies are known upfront. The 

entrepreneur starts with a detailed plan with price tags for every activity in 
every step and is held accountable for spending the money according to this 
plan.

•  Technology driven projects. Only the technology, its uniqueness and its 
possible implication can be described upfront. The innovation process consists 
of an iterative search for and collaboration with market partners who want 
to join in the further development of prototypes that meet their needs. The 
entrepreneur receives a budget upfront and has to account for how he spent it 
afterwards.

•  Market driven projects. Only the market opportunity the entrepreneur wants 
to target can be described upfront. The innovation process entails an iterative 
search process for a viable technology or new combinations of technologies. 
The entrepreneur receives a budget upfront and has to account for how he 
spent it afterwards

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome •  Project type: a larger percentage of the subsidized projects is technology or 
market driven. More high risk – high benefit projects will receive funds.

•  Project stage: the subsidy arrangement will be accessible for entrepreneurs 
who are not yet in an implementation stage of their innovation process. 

•  Ability to change course without losing subsidy: If they need more 
opportunities to change course during the process, they will not lose the 
granted money because they deviated from the initial plan. 

CIMO-box A9: Differentiating between type of innovation process
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8.1.10  Built in more flexibility in direction, expenditure and time-
lines 

Direction and expenditure

This would take flexibility even one step further than differentiating between types 

of projects. If this intervention would be adopted, an entrepreneur can change his/

her course of action even more radical, thus reacting to contingencies or pursuing 

new opportunities that arise through serendipity. 

If this flexibility is embedded within the existing chain(s) of accountability, this would 

mean that changes have to be reported to and approved by the subsidizing party, so 

this flexibility would probably increase the amount of red tape involved.

Timeline

Some flexibility in the timeline exists already, but is limited to the duration of the 

arrangement, for OP Zuid seven years. Furthermore, the EC likes to see the executing 

parties spending the available money evenly through the running time of the arrange-

ment, so that if they can guarantee that the money gets spent within the time frame. 

Allowing more time-flexibility would mean that these principles would become less 

dominant.

Context An entrepreneur is applying for a subsidy for an innovation project. Markets are 
known and also the technology that (s) he wants to apply. Additional funding via 
subsidy is only possible for budget items that are included in the initial application. 

Intervention More flexibility is built in by the executing party. New scenarios and new costs they 
imply can be put forward for subsidizing while the process unfolds, for instance at 
every review moment.

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome Entrepreneurs have more opportunity to change course during the process as a 
result of ongoing insight or changes in circumstances.
More subsidized innovation processes will succeed.

CIMO box A10.1: More flexibility in expenditures



Chapter 8

192

Context Entrepreneurs sometimes do not receive the funds they were granted because 
they cannot realize the spending within the projected time frame. This happens 
when the end date is the same as, or nears, the expiring of the OP Zuid 
arrangement at hand. 

Intervention More time flexibility is built in the Op Zuid arrangement. Interventions to achieve 
this could be:
•  The executing party is set up to be able to deal with final reports up to say one 

year after the end of the Op Zuid period.
•  The money is paid at the start of each new tranche, as also suggested in CIMO 

box 14. Upfront, not after each period. In this way the EC money would be 
spent before the end of the period.

Mechanism Process flexibility (Berglund et al 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome More time flexibility gives the entrepreneur more opportunity to react to 
contingencies or pursue new ideas in the process.
The time stress that can occur because of the subsidy received is relieved. More 
innovating entrepreneurs will receive the funds that were granted to them in full.

CIMO box A10.2: Building in more time flexibility.

8.1.11 Reduce the degree of detail in the regulations 
This intervention at this point of the ‘route’ would mean that the entrepreneur not 

only has the option to change the plans while underway, but also that the plans do 

not have to be as detailed as is mandatory in the current version of the OP Zuid ar-

rangement. 

Taken to the limit, this intervention could mean that an entrepreneur has to deliver a 

rough sketch of the project activities with a rough budget plan upfront. On the basis 

of this the entrepreneur receives subsidy, which is one third of the costs in the budget 

plan. Then, when completed, the steps taken and the budget spend are compared 

with what was projected. If deviations are under say 5 or 10 %, the money granted 

stays in the entrepreneur’s pocket.

This would mean:

• A very substantial reduction of red tape. For the entrepreneur, mostly because no 

time-writing is needed in this approach. For the executing party, the money thus 

made available could be spent on offering stewardship. 

• Different choices within the budget are possible without consulting the subsidiz-

ing party. 



193

The subsidizing process as seen by the parties involved

8

Context A government agency distributing subsidies wants to make sure that the money 
is spent for the right purpose: promoting innovations in SMEs. Therefore financial 
progress reports are required. However: reaching the last, say, 5 percent of 
accuracy is an out of proportion costly effort for both the entrepreneur and 
the inspecting party. The procedures that were put in place to prevent wasting 
innovation money thus unwillingly promote such waste.

Intervention More slack is built in in the administrative requirements. The level desired level of 
accuracy is taken down to, say, 95 or 90 %.

Mechanism The Pareto 80/20 mechanism is applicable here. Reaching those last percentages 
of accuracy exponentially increases the time and money that is required (Grandy, 
2009).

Outcome •  A substantial amount of time and money is saved for the entrepreneur and the 
executing party. 

•  More money and effort can be spent on the actual innovation process and on 
providing tailor made stewardship for the innovating entrepreneur.

 

CIMO box A11: Build in more slack in the progress reports

8.1.12 Reduce the amount of parties involved 
The last step in the ‘German route’ would be to make drastic cuts in the ‘chains of 

accountability‘ that were mentioned in this study. As already mentioned in the previ-

ous chapter, this would leads to a shift in the balance of power between all parties 

involved, between individual countries and the EC and between centralized and 

decentralized policy makers and executors within the EC countries. 

The yield of such intervention could be:

• A substantial reduction red tape involved among the executing parties and the 

policy makers.

• A much more ‘agile’ subsidizing process, with, taken to the extreme, a tailor made 

arrangement thought up and executed by empowered civil servants.

• A substantial reduction of the red tape and the (perceived) risk for the innovating 

entrepreneur.

The downside could be, of course, (a return to) favoritism, nepotism and a higher risk 

of fraud.
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Context A large amount of the EC money that is available for entrepreneurs to stimulate 
innovation is spent on the execution of the OP Zuid arrangement. The system 
of checks and balances appears to contain an overdose of checks and therefore 
entails little balance between execution costs and money that is actually available 
for the entrepreneurs. 
 

Interventions Reduce the controlling party to one, instead of a few (see also CIMO box G4)

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et. Al., 2007)

Outcome More innovation money will actually reach the innovating entrepreneur. The 
stimulating effect and the perceived legitimacy of EC spending in this area will 
increase substantially. 

CIMO box A12: Reduce controlling parties 

8.2 Route 2: from disruptive to incremental 
As already stated, two different approaches to reforming EC subsidy policies and 

practices were adopted. The first route, which we named the German route, starts 

with small steps that could be taken with the least amount of effort with regard to 

political or practical hurdles. By this we mean without having to change:

• the core of the accountability practice (how);

• the types of project that are supported (what); 

• or the parties involved in different phases of the subsidizing practice (who).

The second route goes the other way around. Now it starts with the biggest possible 

interventions, addressing the root causes of the red tape and inflexibility in subsidy 

arrangements. The first step is rearranging the EC institutional context. From there 

on we work our way down to the implementation by adapting the operational details. 

This was coined the French route because the French are traditionally more inclined 

to move towards a federal EC with political power, while the Germans prefer a legalis-

tic body with officials who operate more as judges than as politicians (Van Middelaar, 

2017).

In figure 15 we see roughly the same interventions as in the previous section, but now 

in reverse order. In this route, reforming the institutional context is the first step. 

From there on the ‘regime of trust’ is implemented in the lower levels. 
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8.2.1 Reduce the amount of parties involved 
First step in a more radical approach would be to tackle the complex political context 

in which current policies are produced and the complex institutional context in which 

these policies are executed.

The yield of such intervention could be:

• A substantial reduction red tape involved among the executing parties and the 

policy makers.

• A much more ‘agile’ subsidizing process, with, taken to the extreme, a tailor made 

arrangement thought up and executed by empowered civil servants.180 
 

  

2. Arrange more continuity in 
arrangements and execution (12) 

7. Pay upfront instead of 
afterwards (14) 

12. Monitor execution costs 
(18) 

6. Develop a regime of 
trust and support (13) 

4. Let the entrepreneur report 
to only one party (16) 
 

3. Offer more stewardship 
(8) 

10. Make administrative 
requirements compatible (7)  

11. Enhance the interface, 
user friendly software (2,3,6) 

9. Reduce the degree of detail 
in the regulations (9) 

In figure 15 we see roughly the same interventions as in 
the previous section, but now in reverse order. In this 
route, reforming the institutional context is the first step. 
From there on the ‘regime of trust’ is implemented in the 
lower levels.  

8. Built in more flexibility in direction, 
expenditure and time-lines (5, 15) 
 

5. Differentiate between types 
of innovation process (1) 
 

1. Reduce the amount of 
parties involved (16, 17) 

Figure 15: From disruptive to incremental 

Figure 15: From disruptive to incremental 
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• A substantial reduction of the red tape and the (perceived) risk for the innovating 

entrepreneur.

The downside could be (a return to) favoritism, nepotism or fraud.

Context A large amount of the EC money that is available for entrepreneurs to stimulate 
innovation is spent on the execution of the OP Zuid arrangement. The system 
of checks and balances appears to contain an overdose of checks and therefore 
entails little balance between execution costs and money that is actually available 
for the entrepreneurs. 
 

Interventions Reduce the controlling party to one, instead of a few (see also CIMO box G4)

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome More innovation money will actually reach the innovating entrepreneur. The 
stimulating effect and the perceived legitimacy of EC spending in this area will 
increase substantially. 

CIMO box B1: Reduce controlling parties 

8.2.2 Arrange more continuity in arrangements and execution 
Reducing discontinuity in the arrangements and the executing party is the next step 

in enhancing the transparency for all parties involved of the remaining chain of ac-

countability. More continuity would:

• reduce the staff turnover of the executing party, the costs that are involved in 

this and the detrimental effects of ‘newbies’ who have to learn the tricks of the 

trade anew and for that reason will not be inclined to go to the limit within the 

boundaries of the arrangement to help the entrepreneurs to reach their goals;

• prevent entrepreneurs having to inform multiple advisors during one project with 

regard to what the project is about and what were the details that were agreed 

upon with the executing party in previous stages;

• with regard to the arrangements: prevent the executing parties having to go back 

on promises that were made to the entrepreneurs on the basis of new jurispru-

dence necessitating a change in the interpretation of the details of the arrange-

ments.
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Context Subsidy arrangements know little continuity, which results in reoccurring 
uncertainties about the interpretation of the rules and a great turnover in the staff 
of the executing parties. The latter aspect leads to discontinuity in the advisor the 
entrepreneur has to deal with and a lot of advisors with little experience on the 
job.

Intervention The policy makers take these aspects into account and pay extra attention to the 
costs and the uncertainties when changes are made in the arrangement.
More continuity for the staff of the executing party is arranged, so that they can 
built the necessary experience to steward the entrepreneurs effectively though 
the process.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome More continuity in regulations and staff executing them leads to less uncertainty 
about the interpretation of the details.
Less friction between the innovating entrepreneur and the executing party 
with regard to the interpretation of the rules and the agreements about these 
interpretations. 

CIMO box B2: More continuity in arrangements and staff executing them

8.2.3 Offer more stewardship
The third step could be to offer more stewardship, so that the less experienced and 

less connected entrepreneurs can profit from the network that is a byproduct of the 

activities of the subsidizing party. 

Also, as already mentioned before, stewardship could in theory replace a part of the 

standardized reporting efforts on part of the entrepreneur, because the information 

needed to scrutinize the innovation process is already available as a byproduct of the 

stewardship efforts. 

It might be a good idea to appoint a local party to offer stewardship, on content and 

on procedure and let an official from the EC scrutinize the progress reports, in the 

role of a ‘compliance officer’. Doing so, both perspectives would be accommodated 

in an effective manner.
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Context An entrepreneur who has an idea for an innovation has difficulties finding suitable 
partners, markets or technologies. The ‘fuzzy front end’ of the innovation process 
is about finishing this search process successfully. That is also the most important 
hurdle the entrepreneur has to take to produce a successful application for subsidy.

Intervention The entrepreneur receives more support in his search process. The subsidizing 
agency makes better use of his position as an important node in the entrepreneurial 
networks in the region.

Mechanism Social capital (Alguezaui et al., 2010, Dost et al., 2016)

Outcome More successful applications by entrepreneurs who would not succeed without this 
support. 
Enhanced stimulating effect.

CIMO box B3: More stewardship in finding partners, markets and/or technology

8.2.4 Let the entrepreneur report to only one party 
In this route, the steward could assume the role of case-manager who also deals with 

the communication with the compliance offices introduced in the previous intervention.

Context More than one party is involved in monitoring and control activities with regard 
to subsidized innovation. This can lead to a greater work load and perceived 
uncertainty for the innovating entrepreneur.

Intervention The executing parties develop an approach in which only one account management 
acts as counterpart for the entrepreneur. Monitoring activities that are not directed 
at the entrepreneur should be organized in a way that the entrepreneur does not 
see them nor plays an active part in them.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome Less workload and less perceived uncertainty for the innovating entrepreneur.

CIMO box B4: Reporting to only one party, not several

8.2.5 Differentiate between types of innovation process 
Now that the institutional context is made less complex and more entrepreneur 

friendly, in this intervention the range of projects which are applicable is addressed. As 

already stated in the ‘German route’, this would mean a departure from the doctrine 

that only innovations where markets and technologies are known can receive subsidy. 

Arguments to do so:

• Purely technology or market driven innovation processes are more risky, but also 

have more potential reward. When markets and technologies already exist and are 

known, chances are that there will also be competitors with similar plans, so that the 

margins will be small and the potential effect on the regional economy will be little.
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• Subsidizing high risk-high reward projects would score better on the criterion of 

‘additionality’, since projects where both technology and the markets are known 

can also get money from a regular bank or venture capitalists. 

This intervention would require:

• A different regime for assessing projects. In the current regime technologies and 

market must be known.

• A different regime for planning and reporting, because planning is even more 

difficult for purely technology driven or purely markets driven projects. They are 

much more a search and learn activity, not a plan and execute.

• A different role for the executing party. Scrutinizing such search and learn process-

es is very different from comparing bills and dates to projected budget posts and 

timelines. This also requires a different set of competencies and perhaps a differ-

ent division of labor. In the previous intervention this aspect was already tackled, by 

introducing a local ‘steward’ and an EC ‘compliance officer’ who work as a tandem. 

Context A policy maker wants to create subsidy arrangements that also provides possibilities 
for technology or market driven innovation projects.

Intervention Different application forms and procedures are developed for three types of 
innovation processes:
•  Implementation processes. Markets and technologies are known upfront. The 

entrepreneur starts with a detailed plan with price tags for every activity in 
every step and is held accountable for spending the money according to this 
plan.

•  Technology driven projects. Only the technology, its uniqueness and its possible 
implication can be described upfront. The innovation process consists of an 
iterative search for and collaboration with market partners who want to join in 
the further development of prototypes that meet their needs. The entrepreneur 
receives a budget upfront and has to account for how he spent it afterwards.

•  Market driven projects. Only the market opportunity the entrepreneur wants 
to target can be described upfront. The innovation process entails an iterative 
search process for a viable technology or new combinations of technologies. The 
entrepreneur receives a budget upfront and has to account for how he spent it 
afterwards

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2011)

Outcome •  Project type: a larger percentage of the subsidized projects is technology or 
market driven. More high risk – high benefit projects will receive funds.

•  Project stage: the subsidy arrangement will be accessible for entrepreneurs who 
are not yet in an implementation stage of their innovation process.

•  Ability to change course without losing subsidy: If they need more opportunities 
to change course during the process, they will not lose the granted money 
because they deviated from the initial plan. 

CIMO-box B5: Differentiate between type of innovation process
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8.2.6 Develop a regime of trust and support
This intervention, within this route, would be aimed at making the transition from a 

job perception where the executor of subsidy arrangements main task description 

is scrutinizing the entrepreneur, searches for flaws, to a role as a steward who helps 

preventing flaws. 

The scrutinizing role would then be played by the ‘compliance officer’, with the stew-

ard acting as a middle man.

Context The executing party is mainly looking for flaws in the administration. A regime of 
distrust puts a strain on the relation with the innovating entrepreneur.

Intervention Executing parties are being trained in developing an attitude of partnership and 
trust towards the innovating entrepreneur. Helping them to comply becomes their 
main aim, not detecting and sanctioning lack of compliance.

Mechanism From distrust to trust (Ferrin, 2007, Vlaar et al., 2007)

Outcome The job perception of the administrative-legal educated professional is altered 
though the intervention.
Less friction between the executing party and the innovating entrepreneur.

CIMO box B 6: Change a regime of distrust and sanctioning into a regime of trust 

and support.

8.2.7 Pay up front instead of afterwards 
In intervention F5 payment upfront was already arranged for purely technology 

driven and purely market driven projects. With this intervention this is extended to 

what we called ‘implementation projects’.

The intervention is aimed at reducing liquidity risks for the innovating entrepreneurs. 

It is especially relevant for small or starting entrepreneurs, as they often have little 

financial means to pre-finance the subsidy on top of their own contribution. 

Context Entrepreneurs have problems with pre-financing the granted subsidy. They have to 
pre-finance the subsidy for at least half a year. Often longer, as the administrative 
procedures to clear the money may take quite some time. This can cause liquidity 
problems.

Intervention The money is paid at the start of each new tranche, upfront, not after each period. 
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Mechanism Reducing liquidity risks (Klonowski, 2012, Wan, 2011)

Outcome The entrepreneur is freed of the pre-financing burden. Unexpected delays in when 
he/she receives the money are avoided.
Less risk of liquidity problems for the innovating entrepreneur.

CIMO box B7: Pay upfront instead of afterwards

8.2.8  Built in more flexibility in direction, expenditure and time-
lines 

Direction and expenditure

If this intervention would be adopted, an entrepreneur within any type of innovation 

project could change his course of action, thus reacting to contingencies or pursuing 

new opportunities that arise through ongoing insight or serendipity. 

Timeline

Some flexibility in the timeline exists already, but is limited to the duration of the 

arrangement, for OP Zuid seven years. 

Context For an innovating entrepreneur, funding via subsidy is only possible for budget 
items that are included in the initial application. 

Intervention More flexibility is built in by the executing party. New scenarios and new costs they 
imply can be put forward for subsidizing while the process unfolds, for instance at 
every review moment.

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome Entrepreneurs have more opportunity to change course during the process as a 
result of ongoing insight or changes in circumstances.
More subsidized innovation processes will succeed.

CIMO box B 8.1 : More flexibility in expenditures
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Context Entrepreneurs sometimes do not receive the funds they were granted because 
they cannot realize the spending within the projected time frame. This happens 
when the end date is the same as, or nears, the expiring of the OP Zuid 
arrangement at hand. 

Intervention More time flexibility is built in in the Op Zuid arrangement. Interventions to 
achieve this could be:
• The executing party is set up to be able to deal with final reports up to say one 
year after the end of the Op Zuid period.
• The money is paid at the start of each new tranche, as also suggested in CIMO 
box 14. Upfront, not after each period. In this way the EC money would be spent 
before the end of the period.

Mechanism Process flexibility (Berglund et al., 2007, Sarasvathy, 2008, Van de Ven et al., 2008, 
Mazzucato, 2013)

Outcome More time flexibility gives the entrepreneur more opportunity to react to 
contingencies or pursue new ideas in the process
The time stress that can occur because of the subsidy received is relieved. More 
innovating entrepreneurs will receive the funds that were granted to them to the 
full.

CIMO box B 8.2: Build in more time flexibility.

8 2.9 Reduce the degree of detail in the regulations
This intervention could mean that an entrepreneur has to deliver a rough sketch 

of the project activities with a rough budget plan up front. On the basis of this the 

entrepreneur receives subsidy, which is one third of the costs in the budget plan. 

Then, when completed, the steps taken and the budget spend are compared with 

what was projected. If deviations are under say 5 or 10 %, the money granted stays in 

the entrepreneur’s pocket.

This would mean:

• A reduction of red tape9. For the executing party, the money thus made available 

could be spend on offering stewardship. For the entrepreneur, mostly because no 

time-writing is needed in this approach.

• Different choices within the budget are possible without consulting the subsidiz-

ing party. 

9   Not as much as in the incremental route. This because the previous step, reduction of the parties involved, can be 
expected to already cause a very substantial reduction of red tape.
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Context A government agency distributing subsidies wants to make sure that the money 
is spent for the right purpose: promoting innovations in SMEs. Therefore financial 
progress reports are required. However, reaching the last, say, 5 percent of 
accuracy is an out of proportion costly effort for both the entrepreneur and 
the inspecting party. The procedures that were put in place to prevent wasting 
innovation money thus unwillingly promote such waste.

Intervention More slack is built in in the administrative requirements. The level desired level of 
accuracy is taken down to, say, 95 or 90 %.

Mechanism The Pareto 80/20 mechanism is applicable here. Reaching those last percentages 
of accuracy exponentially increases the time and money that is required. (Grandy, 
2009)

Outcome • A substantial amount of time and money is saved for the entrepreneur and the 
executing party. 
• More money and effort can be spent on the actual innovation process and on 
providing tailor made stewardship for the innovating entrepreneur.
 

CIMO box B 9: Built in more slack in the progress reports

8.2.10 Make administrative requirements compatible 
Operational interventions like this (CIMO box 10, 11) are the finishing touch in the 

French route. The interface is further enhanced to make it as easy as possible for an 

entrepreneur to successfully identify an arrangement, apply for a subsidy and meet 

the reporting demands that are attached to that.

Context Subsidized SMEs often have to set up a parallel bookkeeping systems to be able to 
deliver the required information in the progress reports to the subsidizing agency. 
This contributes to the workload involved in the subsidized innovation process for 
entrepreneurs and executing parties and creates extra possibilities for errors and 
friction between entrepreneur and executing party about them.

Intervention Consult a panel of SME administrator before specifying the details of the progress 
reports in terms of formats, time frames, degree of exactness etc. Make sure 
that the administrative demands are in line with standard output of standard ERP 
business software, so that no extra costs have to be made.

Mechanism Compatibility (Haber et al., 2012)

Outcome Compatible systems reduce costs to comply and reduce risks of errors
Less effort and costs to comply to desired standards. 
Less irritation about not receiving granted subsidies due to lack of compliance by 
the entrepreneur.

CIMO box B 10: Compatibility administrative requirements with standard adminis-
trative software output
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8.2.11 Enhance the interface, user friendly software 

Context There are many subsidy arrangements available from different sources, for 
different types of innovation projects or different aspects of these projects. 
For an individual entrepreneur this creates lack of transparency of available 
arrangements.

Intervention Create and maintain an interface in which all available arrangements are included, 
for every phase of an innovation process, which is easy to use for an entrepreneur, 
also if he/she is not a specialist.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome • A lower ‘threshold’ for individual entrepreneurs to use the available 
arrangements.
• More entrepreneurs will apply for the available arrangements.
• Less innovation projects will fail due to lack of timely funding. 
• Less entrepreneurs will apply for arrangements that are not suited for their 
type of project or level of administrative sophistication. 

CIMO box B 11.1: Enhance transparency through better interface

Context Entrepreneurs who are not used to extensive planning, time writing and such have 
a hard time complying with the rules of an OP Zuid like arrangement. 

Intervention Create a scan for an entrepreneur in which he/she can assess if his internal 
reporting and accounting processes are suited to meet the demands of an 
individual subsidy arrangement. The scan should also produce a ‘to do’ list to 
clarify which actions are needed to bridge the gap.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome • Entrepreneurs will be better able to judge if they can fulfill the demands 
• More entrepreneurs will be able to meet the reporting and accounting 
demands a subsidy regime entails. 
• Less entrepreneurs will apply for arrangements that are not suited for their 
level of administrative sophistication.

CIMO box B 11.2: Create reporting and accounting scan
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Context An application form for a subsidy contains a lot of elements that are standard 
formulation. Every entrepreneur applying has to find out what the correct 
standard formulations are. Forms are being send to and fro between entrepreneur 
and advisors, until the formulations are correct. This is extra time-consuming.

Intervention An online application form is developed and implemented in which standardized 
formulations are used that are accepted for standard situations. These questions 
can be dealt with in a ‘click your way through’ manner in the application form.

Mechanism  Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome Only acceptable formulations of a situation can be submitted by the entrepreneur.
Doing the application will be less time consuming. 
Compliance with regulations will become easier for the entrepreneur. 
Less irritation about applications that are returned with the labeled inadmissible 
because of wrong formulations.

CIMO box F 11.3: ‘Click your way through’ application form

8.2.12 Monitor execution costs 
The last step of the French route could be to roughly assess the execution and the 

transaction costs that remain after the previous 11 measures have been taken. This 

could serve as a benchmark for other policy fields in the Cohesion policy or, broader, 

EC policies aimed at supporting organizations to achieve goals that are deemed im-

portant for the EC as a whole.

Context A large amount of the EC money that is available for entrepreneurs to stimulate 
innovation is spent on the execution of the OP Zuid arrangement. The system 
of checks and balances appears to contain an overdose of checks and therefore 
entails little balance between execution costs and money that is actually available 
for the entrepreneurs. 
 

Interventions Monitor the execution costs of the arrangements. Determine what percentage 
is acceptable and reduce the level and intensity of controlling activities if this 
percentage is exceeded.

Mechanism Transparency (CPB, 2016, Clausen, 2007, Lerner, 2009, Meijaard et al., 2007)

Outcome Increasing the awareness of the execution costs by agreeing on targets and 
monitoring the costs will make the policy makers aware of the price tag attached 
to these activities.

CIMO box B 12: Monitor execution costs
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8.3 Interventions aimed at the entrepreneur and the 
innovative professional

With regard to these two actors, the same interventions as in the preliminary CIMO 

boxes are maintained:

• The entrepreneur: get expert help (CIMO box 4). 

• The innovative professional: let the bookkeeper handle the bookkeeping details 

(CIMO box 10).

Context A subsidy arrangement contains requirements that have a legal-technical nature. 
Many parties are involved and they all have their own tick boxes. An entrepreneur 
may think that (s)he grasps the spirit of the arrangement, but this is not enough. 
Many details have to be followed to the letter, even if they make no sense from an 
entrepreneurial or policy viewpoint.

Intervention For the entrepreneur: get expert help. Find an experienced subsidy advisor and let 
him/her take the lead in writing the application and setting up the administration. 
Make sure you select an advisor who puts experienced people on the job and not 
juniors.

Mechanism Absorptive capacity (Cohen et al.,2007, Volberda et al., 2010)

Outcome The entrepreneur will learn the difference between aspects that should be taken 
literally and aspects that are open to creativity and discussion in the call text and 
with regard to the administrative regime. 
Fewer entrepreneurs will experience that they spend a lot of effort on a non-
successful subsidy application, or on a subsidy that was granted but eventually not 
received because of procedural flaws.

CIMO box E101: Get expert help

Context An innovating entrepreneur’s focus is mainly on the technical progress, 
understanding the market’s needs and developing viable partnerships. (S)He is 
often frustrated by the ‘red tape’ involved and wants judgment of his progress 
and the contingency plan with focus on the content. The inspecting party is 
administratively oriented, needs to score the ‘tick boxes’ so that the criteria by 
which it is scrutinized are met. 

Intervention For the entrepreneur: let your administrator deal with the administrative aspects. 
Do not intervene. Do not try to persuade the inspectors that they should rule by 
the ‘spirit of the law’ instead of ‘the letter’.

Mechanism Absorptive capacity (Cohen et al., 2007, Volberda et al., 2010)

10   E stands for entrepreneur
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Outcome A better communication between the inspecting parties and the innovating SMEs. 
Less frustration for the entrepreneur about the lack of entrepreneurial thinking by 
this ‘visitor from a strange land’.

CIMO box E2: Let the administrator handle the details

Both interventions, however, might be of less relevance if the other interventions, in 

the incremental or especially in the disruptive route, are implemented.

8.4 Summary

In this chapter, a design of an EU agenda to enhance the effectiveness or efficiency of 

subsidized innovation is presented. This agenda was presented in two variants. 

The incremental route

In the incremental route (coined the ‘German style’ approach), interventions aimed 

at enhancing the execution of the present arrangement are the first steps sug-

gested. These are the ‘low hanging fruit’, because no big changes in EU legislation 

are involved. Then interventions aimed at enhancing the arrangement itself should 

be on the agenda. The last steps on this route involve reducing the amount of parties 

involved and the complexity of the ‘chain of accountability’ that binds them together 

and was identified as the root cause of the inflexibility and red tape involved.

The disruptive route

In the disruptive route (coined the ‘French style’ approach), these interventions are 

presented in roughly the other way around. Now interventions aimed at reducing the 

amount of parties involved and simplifying the chain of accountability are the first 

steps. Then the interventions aimed at enhancing the arrangement are on the pro-

posed agenda. Last element to be tackled in this route is enhancing the execution of 

the arrangement. Because the root cause of the complexity and lack of transparency 

have already been dealt with in this route, these interventions can be a lot simpler in 

this route.





Chapter 9
Reflection on scientific, practical and personal relevance

9.0 Introduction

In this final chapter, the initial research questions are revisited. What was learned 

about those issues? Then the theoretical, practical and personal relevance that was 

sought is evaluated. Finally, the limitations of this research are addressed and an 

agenda for further research is presented.
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9.1 Initial research questions

The initial research questions in this study were:

• What are the experiences ‘on the ground’ of entrepreneurs participating in an 

ERDF subsidy program? Is it easy to get access to this? What stages in the subsidiz-

ing process can be recognized from the viewpoint of the participating entrepre-

neurs? Does engaging this subsidizing party in the process inhibit the flexibility of 

the innovating entrepreneur? Is there lot of red tape involved?

• Which other parties are involved and how do they interact? 

• How do all parties evaluate the subsidizing process and what suggestions would 

they have to improve the effectiveness or the efficiency of this state intervention?

• Which hurdles in the subsidizing process can we identify and how could they be 

fixed? 

• Which actors would be involved and what interventions should they put into prac-

tice?

A. What were the experiences ‘on the ground’? 

This study was aimed at opening the ‘black box’ of the interactions between innovat-

ing entrepreneurs and subsidizing parties. We wanted to examine what happens ‘on 

the ground’ in the interactions between those parties and how this effects the ef-

fectiveness and the efficiency of policy arrangements aimed at promoting innovative 

entrepreneurship. 

Is it easy to get access? 

Without professional help it is not easy for entrepreneurs to get an overview of avail-

able subsidy arrangements and to assess if their company and their project would be 

applicable, what kind of effort would be involved to apply successfully and to fulfill 

the accounting and reporting demands to receive the money. .

The Carton Factory
A regular entrepreneur can’t see the wood for the trees. Does not know at all where he can 

apply for subsidy for what type of projects.

Subsidy advisors and other intermediates play an important role in bridging this gap. 

Identifying available arrangements that are suited for a project is a specialist job. It 

involves understanding the call text and the different perspectives that are included, 

commercial, technical, financial, managerial, legal. It involves understanding account-

ability requirements in view of the policy goals and restrictions. Does this project fit 
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all those criteria? Has this company the capacity to set up a project planning and an 

accounting system that can comply?

These different perspectives are also crucial in putting together a successful ap-

plication. All perspectives have a different lingo, which is easily misunderstood by a 

non-expert. They are ‘visitors in a strange land’ in this respect.

Access only when technologies and markets are known upfront

Another conclusion about access is that only projects where both technologies and 

markets are known make a good fit with the requirements attached to an application. 

If the starting point is a new technology (technology push) and the entrepreneurial 

innovation process is about seeking a viable product, market and business model, the 

OP Zuid arrangement shows a bad fit. Only activities and costs attached to them that 

were projected upfront and that are included in the budget plan are subsidized. That 

is difficult for this type of projects. If only a market is known and the entrepreneur is 

trying to develop a technology, often by searching for available technologies in other 

field and trying to recombine them, the same thing applies. These types of projects 

need more flexibility on budget posts.

The user friendly frontface

A ‘user friendly front face’ of a subsidy arrangement can sometimes disguise the 

financial-legal-political complexity that lies behind this. This could entice the entre-

preneur to enter this strange land without an experienced guide. 

Substantive transaction costs

The workload to produce and assess an application is another issue that emerged. 

One entrepreneur estimated that it took one month of working hours with his team 

to produce an application for an OP Zuid subsidy. Other parties affirmed that it was 

not to be underestimated11. The success rate is often no more than 10 out of 100.

At the receiving end this entrepreneurial work has to be scrutinized by the officials 

and the experts of the subsidizing party. 

No statistics were found on transaction costs defined as the costs for all participants 

put together in this system of money allocation. 

11  The Subsidy Advisor in this research held collective meetings with all people involved in the applying company, 
getting the information she needed for the different perspectives in the application And preparing them for the 
accounting and reporting obligations that were attached to getting the subsidy if it was granted.
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What stages in the subsidizing process can be recognized?

The subsidizing processes from the entrepreneurial viewpoint was divided in four 

stages:

• Finding an appropriate subsidy arrangement. 

• Writing the application and setting up the accounting procedures.

• Undertaking the effort, making progress reports.

• Producing the final report.

Setting up the accounting procedures

Finding an appropriate subsidy arrangement and writing the application was already 

discussed. The next hurdle (phase 2b) is setting up the necessary accounting proce-

dures. This is also a task that is easily underestimated by the innovating entrepreneur. 

Some issues that emerged:

• The reporting requirements are often not compatible with the output of standard 

accounting software. This, when noticed in time, leads to extra efforts that are 

necessary to produces the reports in the desired format and the desired degree 

of detail. When this is not noticed it leads to the entrepreneur not receiving the 

(total) subsidy granted.

• The requirements can lead to extra registration tasks for the innovating experts 

involved. Companies who are accustomed to time writing and detailed cost and 

activity registration have no problem with conforming to these requirements. 

Companies who do not have such experience may find it hard to assess correctly 

what these requirements entail. Some things have to be taken very literally, need 

to be accounted for in a degree of detail that is hard to understand for an entre-

preneur, who is inclined to depart from the ‘spirit of the law’ instead of the ‘let-

ter’. Other aspects do not require such detail. It is difficult for the inexperienced 

entrepreneur to tell which is which. 

• The requirements necessitate the entrepreneur to buy the subsidized means anew 

and not extract them ‘from stock’. Only bills that are dated within the subsidizing 

period can be put forward. 

Undertaking the innovative effort, doing progress reports

Once the entrepreneur is on its way with his innovation process, the flexibility issue 

emerges. Only activities and costs that are included in the original budget plan are 

subsidized. If new issues arise, new activities are necessary to get the job done. These 

are not subsidized unless a formal request for this is put forward and approved by the 

subsidizing party. It is possible, but only within a narrow frame. New partners or new 

goals are not approved. Also activities that take longer than the running time of the 

arrangement are excluded from subsidy.
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Doing the final report

In the final stage, the entrepreneur has to produce a final report, which is also a spe-

cialist job. Alterations in the budget plans that have been put forward to the subsidiz-

ing party and approved by them, might be challenged by the ‘officer in charge’ at this 

time. This is often a different person, because of the high staff turnover within the 

executing party. Furthermore, the executing party often does not put agreements in 

writing, but instead only confirm them by phone or in a personal conversation. In the 

last stage of the process, it can take a long time before the money is actually received 

by the entrepreneur. This can cause liquidity problems for this party.

Does engaging this subsidizing party in the process inhibit the flexibility of the 

innovating entrepreneur?

As stated before, the process flexibility of the innovative entrepreneur is indeed 

inhibited by engaging a subsidizing party in the process. Subsidy is not granted for 

producing a certain outcome, but for all the steps, activities and costs that should lead 

to this output. Activities and bills that were not included in the forecast of activities 

and the budget plan based on that are excluded from subsidy. If ongoing insight or 

changed circumstances cause the entrepreneur to take a different direction, involve 

other parties or even change the output he is trying to achieve, he loses the subsidy 

granted, or at least parts of it. Experienced entrepreneurs are aware of these limita-

tions and do not change the ‘specs’ during the route, even if they would be inclined to 

do so if there was no subsidizing party involved. 

Is there lots of red tape involved?

All parties involved confirm that there is lots of red tape involved in the subsidizing 

process. In every stage all sorts of forms have to be filled in, reports have to be made. 

All of this information has to be scrutinized by the subsidizing party. The subsidizing 

party itself also has to fulfill extensive and difficult reporting obligations toward other 

regional, national and European parties that play a part in the system as a whole.

B. Which other parties are involved and how do they interact? 

Which other parties are involved?

As stated before, parties involved that emerged from the interviews in this study 

were:

•	 The executing party, in this case Incentive. They have written the OP Zuid arrange-

ment and have had it approved by ‘Brussels’. Also they inform the entrepreneurs 

of the demands they have to meet in the application and afterwards, during the 

progress reports. They assess if the application is complete and can be put for-
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ward to the committee of experts. They assess the progress reports, requests to 

alter the plan and the final report. Furthermore they report to (at least) ‘Brussels’ 

about the overall execution of the arrangement.

•	 The committee of experts. These are the people who assess the applications. No 

insight was gained in how much time and money is involved in this, but it is a big 

task this committee has in the subsidizing process. 

•	 The controlling body the ERDF managing authority. They assess the reports from 

the executing party (Incentive) and occasionally also inspect individual entrepre-

neurs to check the quality of the inspections by the executing party. 

•	 The Dutch Ministry of economic affairs and climate policy. This Ministry oversees 

economic stimulation arrangements as a whole and might get involved in inspec-

tions of certain aspects of the execution of subsidy arrangements.

•	 The Dutch Ministry of interior and kingdom relations.. They are responsible for 

not infringing on the regulations on state support. From this angle they also may 

be involved in inspections.

•	 The Subsidy Advisors involved, who help entrepreneurs to select fitting arrange-

ments, write the application, set up the administration, do progress reports, put 

forward requests to change the plan and do the final report.

•	 Several judges of several courts on different levels, nationally and European. They 

become involved in case of conflicts between the different parties involved. They 

produce the jurisprudence that in the end is binding for the parties involved. 

•	 The lawyers and their companies that are involved in advising on compliance and 

sometimes challenging or defending decisions made by the parties mentioned 

above.

All these parties themselves are also organized in different parts that involve planning 

and control cycles internally, so if we would try to visualize the network of officials 

who process the information of one individual subsidized innovation project in one 

way or another, the picture would be even more complex. 

C.  How do all parties evaluate the subsidizing process and what suggestions 

would they have to improve the effectiveness or the efficiency of this state 

intervention?

Parties included in our research were innovating entrepreneurs, the subsidizing party 

Incentive, a regional development company and a subsidy advisor. They all expressed 

concerns about the complexity of the arrangement and the amount of red tape in-

volved. The flexibility issue was put forward by a few entrepreneurs. The suggestions 

for improvement from these parties were put forward in chapter five. To summarize 

them:



215

The subsidizing process as seen by the parties involved

9

• Enhance the interface between entrepreneur and the arrangement. Make it less 

difficult to identify an appropriate arrangement, produce an application, progress 

reports and a final report. Make accounting requirements compatible with stan-

dard accounting software output.

• Offer more support to the innovating entrepreneur. Offer more stewardship in 

finding partners or technology.

• Reduce the degree of detail in the reporting obligations. This would reduce the 

red tape pressure.

• Pay upfront or built in more tranches. This would reduce liquidity risks, especially 

for small companies or start-ups.

D/E.  Which hurdles in the subsidizing process can we identify and how could they 

be fixed? Which actors would be involved and what interventions should 

they put into practice?

18 hurdles were identified that an innovating entrepreneur has to take to benefit 

from subsidy and 18 preliminary intervention suggestions were suggested, reflecting 

parameters for successful subsidizing, addressing problems directly extracted from 

the interviews with the parties involved.

Then their interrelations were further examined. For this a framework was devel-

oped, distinguishing four parties involved: the policy makers, the executing parties, 

the entrepreneur and the innovating expert.

This framework was used to build a monitor for estimating execution and transaction 

costs of subsidy arrangements for the system as a whole. This appears to be yet un-

chartered territory. No scientific nor policy frameworks with this scope are available. 

EC discussions on execution or transaction costs tend to focus on only a small portion 

of the total costs for all parties involved.

The next step to produce our final intervention propositions was to complete the 

last stage of the diamond model for engaged scholarship, as developed by Van de 

Ven (2007). To be practically relevant, intervention suggestions should not be just 

‘thrown over the fence’. The context in which the proposed interventions are to land 

should be carefully examined, as part of the scientific endeavor, not as a post-study 

valorization project.

To do this, this context was examining in more detail in a second literature study. 

Three questions were leading in this:
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• Is there awareness of the problem with regard to effectiveness or efficiency of 

subsidizing practices we address? Are there signs of support for the goals we 

pursue with the proposed interventions?

• Have there been, or are there, policies to reach similar goals before? What can be 

learned from them?

• What hurdles, political or practical, have to be taken in order to implement our 

proposed interventions? 

This lead to an insight in EC and the tensions between the parties involved concerning 

our issues. Rule by regulation (coined German style) versus rule by pragmatic and/or 

and political decision (coined French style). 

On this basis, 12 suggestions for intervention were produced, in CIMO format, which 

were grouped in two sequences: from incremental to disruptive and roughly other 

way around.

From incremental to disruptive

1. Enhance the interface, develop more user friendly software

2. Make administrative requirements compatible with standard business software

3. Offer more stewardship

4. Let the entrepreneurs report to only one party, not several

5. Develop a regime of trust and support within the executing party

6. Monitor execution costs

7. Pay upfront instead of afterwards

8. Arrange more continuity in arrangements and execution 

9. Differentiate between different type of innovation processes

10. Build in more flexibility in direction, expenditure and time-lines

11. Reduce the degree of detail in the regulations

12. Reduce the amount of parties involved

From disruptive to incremental

1. Reduce the amount of parties involved

2. Arrange more continuity in arrangements and execution

3. Offer more stewardship

4. Let the entrepreneur report to only one party, not several

5. Differentiate between different type of innovation processes

6. Develop a regime of trust and support within the executing party

7. Pay upfront instead of afterwards

8. Build in more flexibility in direction, expenditure and time-lines
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9. Reduce the degree of detail in the regulations

10. Make administrative requirements compatible with standard business software

11. Enhance the interface, develop more user friendly software

12. Monitor execution costs

9.2 Scientific relevance

Subsidizing party in direct interaction with the innovating entrepreneur

This study was aimed at opening the ‘black box’ of the interactions between innovat-

ing entrepreneurs and subsidizing parties. The goal was to examine what happens 

‘on the ground’ in the interactions between those parties and how this effects the 

effectiveness and the efficiency of policy arrangements aimed at promoting innova-

tive entrepreneurship. The scope initially was on the executor/policymaker versus the 

innovative entrepreneur.

With regard to the initial focus point, the flexibility needs (Sarasvathy, 2001, Van de 

Ven, 2007, Mazzucato, 2011) of the innovative entrepreneur and the planning and 

control practices of the subsidizing agency, the following conclusions can be drawn:

1.

The predicted clash between the two is there. In practice, innovation is a search 

process, with emphasis on recombination, ongoing insight etc. If they react on con-

tingencies or ongoing insight however, the entrepreneurs lose their granted subsidy. 

2.

Support was found for the guess that actions that are aimed at preventing non-

effective use of the available funds might encourage such use, or at least discourage 

effective use. All parties involved spend a lot of money on red tape, as a result of 

planning en control activities, and entrepreneurs lose their subsidy if they decide to 

pursue new goals that emerge in the process.

3.

Entrepreneurs who are involved in purely market pull or technology push projects 

are pushed towards reformulating them as implementation style projects in order to 

get subsidy. They experience the biggest misfit with the rigid planning and control 

requirements of the subsidy arrangement in our study.

4.
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Clashes in practice are prevented by sophisticated and experiences entrepreneur who 

can see the limitations of the arrangements and do not go beyond these. They do 

not challenge the requirements. Less sophisticated entrepreneurs do have clashes, 

especially if they deal with the subsidizing party themselves. This we coined the ‘visi-

tors in a strange land’ phenomena. The entrepreneur wants to depart from the spirit 

of the law instead of the letter when negotiating with the subsidizing party. 

5.

The ‘chains of accountability’ often leave no room for discretionary decisions by the 

executing party in their interactions with the entrepreneur, implementing guidelines 

that are not easy to explain from an entrepreneurial point of view.

Subsidized innovation framework

Having drawn these conclusions, taking a step back, and looking at the broader con-

text in which these interactions took place:

• 18 preliminary intervention suggestions were developed, reflecting parameters 

for successful subsidizing, addressing problems directly extracted from the inter-

views with the parties involved.

• Their interrelations were further examined. For this, a system approach model was 

developed, distinguishing four parties involved: the policy makers, the executing 

parties, the entrepreneur and the innovating expert.

• The root causes of red tape obligations were examined. Getting a notion of the 

complexity of the chains of accountability between the executing and other par-

ties involved. The term ‘red tape multiplier’ was coined, indicating a sequence of 

reporting obligations of which the burden grows exponentially from policy maker 

to executor to entrepreneur and eventually to the innovating expert.

• The ‘subsidized innovation framework’ was used to build a monitor for estimat-

ing execution and transaction costs of subsidy arrangements for the system as 

a whole. This appears to be yet unchartered territory. No scientific nor policy 

frameworks with this scope are available. EC discussions on execution or transac-

tion costs tend to focus on only a small portion of the total costs for all parties 

involved.

• A model was developed for roughly assessing the entrepreneurial friendliness of 

a subsidizing system, with the amount of parties involved and the degree of detail 

of the regulations as the two dimensions. This resulted in four categories: red 

tape jungle, high trust network organization, standard bureaucracy and profes-

sional organization.
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Search for effective methodology

This dissertation also reflects a search for an effective methodology for doing 

research that is aimed at practical relevance. Three stages can be identified in this 

process:

1.

The nomothetic period. In which an effort was done to capture the phenomena’s in 

measurable quantities, to be measured by questionnaires. Subsidy regime and in-

novative success, and for what companies, what type of innovation processes, what 

subsidy regimes, under what economic conditions? Conclusion: there were many 

variables, entering unchartered territory is more interesting and rewarding with open 

questions then with a survey.

2.

The design science period. In which the empirical element in the research would lie 

in the testing of the design. The problem with this approach was that no empirical 

testing could actually take place. The intervention designs should be presented to a 

forum of experts for scrutiny. This seems not very effective, because these experts, 

to be recruited as such, are the keepers of the present system. They should be heard, 

but should not cast the final vote on what is to be considered as good practice for the 

future.

3.

The engaged scholarship period. This approach as well as grounded theory method 

allowed the researcher to be flexible in this study, because of its iterative character. 

Not hypothesis testing about presumed deterministic relationships in a clearly de-

fined context is the goal, but exploring what aspects are relevant for an actor in a 

context. Allowing emerged themes and shifting to different perspectives. A suitable 

regime for developing innovative and grounded solutions for complex problems.

Limitations 

The validity in this study was enhanced by using triangulation, talking not just to the 

innovating entrepreneurs, but also to the executing party, a subsidy advisor and a 

regional development official. Limitations of this study are to be found the entre-

preneurs we interviewed, the arrangement we looked at and the parties who are 

involved in designing and executing the policies.
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Entrepreneurs

With regard to the entrepreneurs that were interviewed, the following remarks can 

be made:

• Only entrepreneurs to whom subsidy was granted were interviewed. We did not 

speak to entrepreneurs whose application was not rewarded. It can be assumed 

that they will be even more critical about aspects like the transparency of avail-

able arrangements, understanding the call text and producing an application with 

all the details that are required.

• Most of the entrepreneurs (6 out of 8) were either very experienced themselves 

with handling the accounting obligations attached to the subsidy, or used special-

ized help in every stage, in the form of an experienced subsidy advisor. Two entre-

preneurs did not use such support and did not have such expertise. If we would 

have had more of such entrepreneurs in our sample, we could have examined the 

compliance difficulties they faced in more detail.

• Most of our entrepreneurs (also 6 out of 8) were engaged in innovation project 

where both markets and technologies were roughly known upfront. One of them 

was an example of a technology push project, one of a market pull project. If we 

would have had more of such projects in our sample, more light could have been 

shed on the difficulties they experiences adhering to the forecasted steps and the 

budget plan based on this forecast.

Arrangements

Only the OP Zuid arrangement was studied, which distributes ERDF subsidies in the 

Dutch Provinces of Limburg, Noord-Brabant and Zeeland. Subsidies for innovation 

in SMEs are available all through the member states. No other arrangements were 

examined, so we cannot compare them. 

Parties involved

With regard to the ‘chain of accountability’ depicted in this study, we only interviewed 

parties at the bottom of the pyramid. Interviewing the other parties would have given 

us more insight in their view on the issues.

9.3 Practical relevance

This study is a scholarly endeavor to examine the ‘swampy lowlands’ where policies 

that are designed in the ‘high grounds’ of the policy arenas take effect (Schön, 1983). 

Finding out how policies that look good ‘on paper’ land in the world of the practitio-
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ners was one of the main aims of this study. And developing proposals for enhancing 

the effectiveness and efficiency these policies.

This study has produces a 12 step agenda for enhancing the EC Cohesion Policy. With 

regard to subsidy arrangements, two courses of action are presented:

• The incremental route. Starting with operational interventions (how), from there 

on to the more substantial interventions (what), to institutional reforms (who).

• The disruptive route. Going roughly the other way around. Starting with institu-

tional reforms that address the complexity that causes the chains of accountability 

we described.

Which route to take? Indications and contra-indications

The disruptive route is preferable from a managerial point of view. It starts with 

building institutions that are not too complex and then designing transparent and 

effective relations between them. However, a contra-indication for this route is that 

it would involve a consensus between all member states to do so, and it would mean 

a redesign of the treaties on which the EU is based. The chances of achieving this 

consensus are not high. It would probably take some sort of crisis to produce the 

momentum to make this a viable route.

The incremental route is the one that is currently taken, with EC initiatives like the 

Administrative Burden Reduction Programme (ICF Consulting Services Limited, 

2015). A positive indication for this route is that it is more realistic. Also, it would 

make a positive difference for the entrepreneurs quoted in the introduction of this 

dissertation (par.1.1). A contra-indication is that it addresses the symptoms of the 

present complexity in the arrangements, not their root causes. 

9.4 Personal relevance

As stated earlier, with this study I want to contribute to enhancing the effectiveness 

of government interventions aimed at promoting economic and social welfare in 

Europe. In this case interventions aimed at promoting innovation in SMEs. 

What did I learn about the effectiveness of state intervention in this area? What were 

the experiences ‘on the ground’? Which conclusions have I drawn?

The entrepreneurs who received subsidy were depicted as ‘visitors’ in this study. 

When entering ‘subsidy land’, they leave their own habitat and are confronted with 
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new rules and a new lingo, with familiar words that surprisingly can mean something 

else in this context. The tower of Babel at the cover of this dissertation symbolizes 

the confusion that occurs when the entrepreneur is confronted with these different 

interpretations of familiar words. When negotiating with the subsidizing party, the 

entrepreneurs are inclined to depart from the spirit instead of from the letter of the 

law. They want to be able to react to contingencies and are frustrated if this is not 

possible without losing parts of the granted subsidy. They want less bureaucratic 

pressure, because of the costs and risks that are attached in finding their way through 

the red tape jungle.

The executors of the arrangement appeared as chained professionals. They sympa-

thize with the entrepreneurial grievances, but are not able to do much about the red 

tape. They help the entrepreneurs by warning them about it, and do their best to help 

them comply, which is appreciated by the entrepreneurs. They themselves are bound 

by a ‘chain of accountability’, that inhibits using their own judgment when deciding 

about contingencies that best suit the programs aims.

From a system viewpoint, the effectiveness of state intervention was drastically 

enhanced when rule by law replaced nepotism or arbitrary decision making by a gov-

ernment. Too much rule by law, with too many parties scrutinizing one another, on 

the other hand, leads to stagnation. The red tape multiplier effect leads to exces-

sive execution and transaction costs that undermine the legitimacy of the subsidy 

spending. The goals (promoting innovation) and the means (the details of the subsidy 

arrangements) get reversed, the means becoming the new goals. 

This is a challenge the EU faces. Replacing the ‘organized distrust’ that leads to the 

red tape jungle, by a new regime that relies more on ‘soft values’ than hard rules to 

keep the EU subsidy spending in line with the goals for which they were installed. For 

the executing party, this could require a new ‘quest for professionalism’ (Romme, 

2016) to develop and install these soft values. 

9.5 Future research questions

For future research, three areas are suggested:
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1.

Addressing the limitations as mentioned in the previous section. This would mean:

Interviewing more entrepreneurs: also study entrepreneurs whose applications were 

not successful; including more entrepreneurs who are less experienced in project 

planning and –accounting; and including more entrepreneurs with a project purely 

‘technology push’ and ‘market pull ’ of nature.

Include other subsidy arrangements: study other arrangements to see if the issues 

that arose are relevant there too and search for other issues that might be relevant.

Include other parties that play a role in the ‘chain of accountability’ in EU subsidized 

innovation. Taking the results of this study to them and include them in the search for 

practical solutions that are in line with their views and interests.

2.

Further developing the presented model to assess execution and transaction costs 

of subsidy arrangements for the system as a whole. Study the costs made in all of 

the four quadrants that we found to be relevant for the efficiency of the system as a 

whole. 

3.

Applying the same approach to other policy areas, in which similar issues appear 

relevant. The EU public procurement procedures is one of the areas were the issue 

of effectiveness and efficiency could be even more profound than in the area of 

subsidized innovation. 

9.6 Summary

This chapter contained a reflection on the scientific, practical and personal relevance 

of this study. Also limitations and future research questions are discussed.

Scientific relevance

The grounded theory study has revealed that the predicted clash between entrepre-

neurial flexibility needs and the subsidy regime does indeed show in practice. Also it 

shows that the planning and control activities of the subsidizing agency cause lots 

of red tape and transaction costs for the participating entrepreneurs. The grounded 
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theory study also resulted in identifying 18 issues that could be addressed to enhance 

the effectiveness and efficiency of the subsidizing practice.

A framework was built that shows the parties involved in the subsidizing process and 

their interrelations. This is intended to be an input for further study in this field, for 

instance, to study the communication lines between the parties that were identified. 

This study shows that there is no direct communication between the innovating ex-

perts and the innovating entrepreneur on the one hand and the designer of policies 

on the other. This means that the system does not provide valuable feedback of the 

effects of the arrangements ‘on the ground’ to the designer of policies. 

Also this framework is used to get a better insight on the execution and transaction 

costs of subsidized innovation for all participants in the system as a whole. In EU 

policy documents only a small portion of these costs, those of the executing party, 

are recognized. 

Furthermore, a model was built that shows the relations between two variables that 

predict the amount of red tape involved in the subsidizing system: the degree of 

detail of the reporting obligations and the amount of parties involved. The term ‘red 

tape multiplier’ is introduced, referring to the mechanism that the amount of red 

tape involved increases exponentially when the basic criteria for receiving subsidy are 

operationalized in new, larger subsets of criteria by each party that subsequently gets 

involved in the subsidizing system. 

Practical relevance

Then, for each of the 18 issues, an intervention was designed. This is where this ele-

ment of the design approach (‘abduction’, creative leap from problem to solutions) 

complements the results of the grounded theory study. Subsequently, the context 

in which these interventions are to ’land’ were examined. Then, as stated before, 

an agenda to implement the developed solution is presented, in two variants: the 

incremental and the disruptive route.

The next step in both the design and the engaged scholarship approach would be to 

test the interventions and rewrite/retest them in an iterative process, on the basis of 

the feedback of the practitioners who are to benefit from them. This is not included 

in this study, but could be a starting point for a next dissertation.
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Personal relevance

The personal mission behind this study, as formulated in the preface, was to contrib-

ute to enhancing the effectiveness of government interventions aimed at promoting 

innovation in SMEs. Substantial progress was made in this area. 

Limitations

Limitations are to be found in the entrepreneurs that were studied, more cases could 

reveal more emerging issues on the effectiveness and efficiency of subsidy arrange-

ments. Also only the OP Zuid arrangement was studied. Studying other arrangements 

that are also ERDF subsidized, in a similar approach, might lead to new insights.

Future research questions

Three groups of future research questions are identified.

1.

Addressing the limitations as mentioned in the previous section. This would mean:

• interviewing more entrepreneurs: also study entrepreneurs whose applications 

were not successful, including more entrepreneurs who are less experienced in 

project planning and accounting and including more purely ‘technology push’ and 

‘market pull ’ innovation projects. 

• Including other subsidy arrangements: study other arrangements to see if the 

issues that arose are relevant there too and search for other issues that might be 

relevant. 

• Including other parties that play a role in the ‘chain of accountability’ in EU subsi-

dized innovation. Taking the results of this study to them and include them in the 

search for practical solutions.

2.

Further developing the presented framework to assess execution and transaction 

costs of subsidy arrangements for the system as a whole. Study the costs made in all 

of the four quadrants that were found to be relevant for the efficiency of the system 

as a whole. 

3.

Applying the same approach to other policy areas, in which similar issues appear 

relevant. The EU public procurement procedures is one of the areas were the issue 

of effectiveness and efficiency could be even more profound than in the area of 

subsidized innovation. 
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Appendix

Appendix 1:  Items of the initial semi-structured interviews as 
part of the case-studies

• What interactions between the innovating entrepreneurs and the subsidizing 

party occur in the arrangements that we are going to study in depth?

• What is the content of these interactions? By whom and for what reasons are they 

initiated?

• What are the effects of these interactions? More specific: what is the effect on the 

flexibility needs an entrepreneur might have in the process. 

• How are these effects evaluated by the entrepreneur and the subsidizing party? 

• What suggestions do both parties have to optimize these interactions to meet 

their requirements?

Appendix 2: Coding tags

What were the original tags used for coding? How were they expanded upon, building 

a tree structure that showed emerging themes and variables?

These were the original research questions:

• What are the experiences ‘on the ground’ of entrepreneurs participating in an 

ERDF subsidy program? Is it easy to get access to this? Does engaging this subsi-
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dizing party in the process inhibit the flexibility of the innovating entrepreneur? Is 

there lots of red tape involved?

• Which other parties are involved and how do they interact? How do all parties 

evaluate the subsidizing process and what suggestions would they have to im-

prove the effectiveness or the efficiency of this state intervention?

• Which hurdles in the subsidizing process can we identify and how could they be 

fixed? 

• Which actors would be involved and what interventions should they put into prac-

tice?

With this in mind, a semi-structured questionnaire around these topics was developed 

(see appendix 1). Then the transcribed text of the interviews were coded with tags 

that cover these main questions, as advised by Miles and Huberman (1984). These 

were the ‘mother tags’:

• Characteristics of the innovating entrepreneur;

• Subsidy arrangement(s) involved;

• Subsidizing parties, intermediaries, other parties involved;

• Details of the innovation process;

• Interactions between entrepreneur and subsidy advisor;

• Interaction between entrepreneur and subsidizing party;

• Suggestions for improvement.

Tree structure in open coding

Then we zoomed in on the specific quotes with these tags and added more tags in the 

open coding process. This resulted in the following tree structure.
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1. Characteristics of the 
innovating entrepreneur

1.1 Branche and markets
1.2 Size
1.3 Education level
1.4 Division of labor
1.5 Experience with project management
1.6 Experience with subsidy arrangements
1.7 Attitude towards details of the subsidy arrangement

2. Subsidy 
arrangement(s) involved

2.1  Arrangement
2.2  Origin of the requirements
2.3  Outcome requirements
2.4  Suitability for project phase
2.5 Series or custom production

3. Subsidizing parties or 
intermediaries

3.1  Party
3.2  Financial-legal and/or technical expertise
3.3  Case load
3.4  Chain of accountability

4. Details of the 
innovation process

4.1  Market pull or technology push
4.2  Money that was asked
4.3  Search process

5. Interactions between 
entrepreneur and subsidy 
advisor

5.1 By whom and for what reason initiated
5.2 Content, effects and evaluations of those effects
5.3 Suggestions for optimizing these interactions

6. Interaction between 
entrepreneur and 
subsidizing party

6.1 By whom and for what reason initiated
6.2 Content, effects and evaluations of those effects
6.3 Suggestions for optimizing these interactions

7. Suggestions for 
improvement by the 
interviewees (general)

The arrangements 
7.1 Arrangements suitable for each project phase
7.2  Reducing complexity of available arrangements
7.3  More tranches, less pre financing 
7.4 Compatibility administrative regime with standard software output 
7.5 More support for the entrepreneur
7.6 Enhancing efficiently of subsidy arrangements

The execution
7.7 Expertise of the subsidizing party or intermediaries 
7.8 Transparency of assessment process
7.9 Soft and/or hard criteria
7.10 Reliability of policy decisions
7.11 More continuity for the subsidizing party
7.12 Allowing more flexibility
7.13 Regime of trust or of distrust

The entrepreneur
7.14  Organizing capacity of the innovating entrepreneur 
7.15  Reducing workload for the subsidized entrepreneur 
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After this initial open coding, we zoomed in further on the tag mentioned above 

under 5.2 ‘Content, effects and evaluations of those effects’. This item was further 

divided into the ‘child tags’ presented below. 

5.2 Content, effects and 
evaluations of those effects

5.2.1. Finding an appropriate subsidy arrangement
5.2.2. Writing the application and setting up the administrative 
procedures and processes
5.2.3. Undertaking the innovative efforts for which the money is 
granted
5.2.4 4. Doing the final report at the end of the period or at the 
end of the project

The ‘child tags’ in 5.2 represent the stages in the subsidizing process that were dis-

covered in this study. This is also the structure in which the results in chapter 5 were 

presented. 


