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1 Introduction

1.1 Background

In line with Prime Minister Matti Vanhanen'sSecond Cabinet's Government

Programme,the Government wil l preparea national innovationstrategy, outlining

the innovation policy for the nearfuture. On accountof the economicand socio-

political significanceof innovation, theGovernmenthasagreedto submita reportto

Parliament concerning the development and reform of the national innovation

policy.

The report is an agendafor change, describing the currentand new measuresfor

enhancingthe innovation policy, sincethe strategywill predominantlyfocuson the

reforms necessaryfor the creation and implementationof a broad-basedinnovation

policy within a global operatingenvironment.

The practical preparation of the strategic work was carriedout by the Ministry of

Employmentand the Economy(until 31 December 2007, Ministry of Trade and

Industry).The strategywaspreparedon a transparentbasis, involving the extensive

consultationof specialists, stakeholders andcitizens.Elevenworkshops,focusingon

the key challenges of innovation policy, were held in the autumn of 2007.Nearly

800 specialistsgavetheir viewsin theworkshopsandonline.

A steeringgroup,chairedby EskoAho, Presidentof Sitra– TheFinnish Innovation

Fund, was appointedfor the actual preparationof the innovation strategy. The

steering group submitted its proposal for a national innovation strategy to the

Ministry of Employmentandthe Economyon 12 June2008. The report contained

herein hasbeendrawnupon thebasisof theproposal.
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1.2 Definitions

Innovation refers to a utilised competence-based competitive advantage.. A

competence-based competitive advantagecan emerge from scientific research,

technology, businessmodels, service solutions, design, brands or methods of

organising work and production. Typically, an innovation is generatedby a

combination of different competencies. Capitalisedas innovations,competence-

based competiti ve advantagespromotethe advancementof businesses,society and

wellbeing.

Innovation policy refers to public measureswhich influence the opportunitiesto

innovate,the effectivenessof the innovation environment, and the creation and

leveraging of innovation in the economy and society. A broad-basedinnovation

policy would supportthe reform of policy sectors (such associalaffairs andhealth,

energy, transport, the information society, educationand training, and regional

development)throughinnovation, focusingon the importance of closepartnerships

betweenpolicy sectorsand strategically led innovationefforts in thepublic sphere.

Innovation system refers to a system formed by the producers and users of

information and competencies, and their mutual relationships.In the future, the

innovationenvironmentwill even more clearly belong to the global network of

innovationhubsand centres. Innovation environmentswill be global, nationaland

regional,andin orderto succeedtheymustattractskilled workforceandform part of

closecollaborationwith otherenvironments.

Systemic approach refers to a comprehensivemethodof aligning the businessand

policy sectors(horizontal) and their associateddevelopmentactivities at different

levels (vertical). The systemic approach is a key conceptin implementinga broad-

based innovation policy. It refers, comprehensively,to the interconnection and
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mutual dependenciesof various phenomena.In general, changingone processor

functionalityrequires thecorrespondingdevelopmentof other,relatedprocesses.

1.3 Strategic premises

Improving productivity and competitivenessand maintaining and developing the

Finnish welfare state call for a state-of-the-art innovationenvironment, which will

require,in addition to maintainingcurrentstrengths,anactiveanddynamic approach

to reforming anddiversifying innovation activities. The Finnish innovation system,

businessesand other innovation stakeholders will undoubtedly face tougher

internationalcompetition in thefuture.

Meanwhile, an ageing population and scarcer resources call for maximum

leveraging of the resourcesinvestedin innovation.Innovationis not anend in itself

but a means of supporting economic growth and the positive developmentof the

national economy,of fostering sustainablesocio-economicreform, and enhancing

thewellbeingof citizensand theenvironment.

1.4 Drivers of change in the innovation environment

Both the economyandsocietyarefacing immensepressuresfor change.The basic

precondition of a successfulinnovation policy is the recognition of such pressures

and taking them into account. Key drivers of change include globalisation,

sustainabledevelopment, new technologiesanddemographicchanges,all of which

involve boththreatsandmajoropportunitiesfor societyandtheeconomy.

• Globalisation. Today, industrial manufacturing is very flexibly placed in

locationsoffering the mostfavourable operatingconditions.Knowledgeand

competenciesareundergoing similar development.Operatorsin developing

countriesarestriving to challengethosewho arepresentlyenjoying success

throughouttheworld.
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• Sustainable development. Increasingawarenessof climate changeand the

related threatshas created pressure to switch to ecologically sustainable

productionandconsumption. The scarcity of energyandraw materials, and

their soaringprices, areadding to thispressure.

• New technologies. Technological developmentcontinuesat an accelerating

pace.For instance,the fields of information andcommunicationtechnology

and bio- and nanotechnologyare producing information and results on a

continuous basis, creating huge potential for new applications and the

renewal of formeroperations.

• Aging of the population. Finland wil l be one of the first countries to face

reducing workforce volumes. A rapidly changing population structure is

forcing Finlandto deviserapid solutionsin orderto enhanceproductivityand

effi ciency,while creating thepreconditionsfor newinnovations.

2 The current state of innovation activity

In international studies, theFinnish innovationsystemranksasoneof thebestin the

world and is consideredto function effectively. However,eventheoccupantof such

a pioneering position requires renewal, since competition in the open global

operatingenvironmentof innovation activity is intensifying. New challengescall for

new solutions, which is why new operationalmodelsmustbe found to complement

theacknowledged strengthsof Finnishinnovation system.

According to the Government Programme, improving the productivity and

competitivenessof the national economywill only be possibleif the innovation
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policy can be given a broaderbasisandmademoreefficient. The Governmentwill

pay particular attention to policies concerningeducation, researchand technology,

emphasising the significance of business, design and organisational innovations

alongsidetechnicalones.

Finnish successin international comparisons evaluatingcompetitivenessand the

development of the information society has beenon the decline in recentyears.

When the labour force begins to decreaserapidly in the near future, without

extensive work-basedimmigration, economic growth can only rely on improving

productivi ty of work. In addition, commitmentsto the fight againstclimatechange

and to increasing renewable energymay influence the economy's growth potential

andcompetitiveness,evenin theshortterm.

Since the above-mentioned serious challenges demand new solutions, new

operationalmodelsmustbefoundto complement theacknowledgedstrengthsof the

innovation system. Successful innovation will support market development and

promote access to newinnovationby people,companiesandthepublic sector.

Skilled andcapableworkforce,aswell asresearchanddevelopment,areessential in

boosting innovation activities. Finland has succeededwell in international

comparisonsof education, researchand technology,beingoneof theworld’s leading

countries in terms of innovation and the quality of enterprises’ operating

environments.Finnish successhaslargely beenbasedon a high-quality educational

system, long-term investmentsby the private andthe public sector in research and

development,andwell -functioning,networkedinstitutions.

A successful science and technology policy has created the basis for many

successful industries. This provides a sound platform for building the future.

However,the challengesof growth and competitivenesscan no longerbe tackled
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solely by meansof a sector-based,technology-orientedstrategy.Instead,a demand-

driven innovation policy must be bolsteredalongsidea supply-driven, broad-based

innovationpolicy.

Due to the reform of innovation activities, andtheir becomingbroaderbasedin an

environment without borders, the intellectual property rights system requires

improvement.The GovernmentProgrammestatesthat, togetherwith the innovation

strategy, a proposal for a new national intellectual property rights strategy (IPR

Strategy)will becompletedby thebeginningof 2009.

Preparations for the establishment of StrategicCentres of Excellence for science,

technologyandinnovation (SHOKs)werebegunin 2006, following the guidelines

issuedby theScienceandTechnology Policy Council.TheseCentreswill strengthen

key areasof researchand innovation in termsof strategic competenciesrequiredby

thebusinesssector,while significantly increasingthedialoguebetweencutting-edge

researchandthetestingandpiloting necessary for capitalising on findings.

The implementation and financing of the Centreswill be based on partnerships

betweenbusinessesand the public sector,and on long-term commitmentsby all

stakeholders. Centresin operation at the moment include ForestClusterLtd, Tivit

Ltd (information andcommunication industry) andFimecc Ltd (metalproducts and

mechanical engineering).The developmentof the energyand environmentcentre

(Cleen Ltd) andthe health and wellbeing centresis underway. A centre focusedon

thebuilt environment hasalsobeen proposed.

Launched at the beginning of 2007, the cluster-based Centre of Expertise

Programme(OSKE) attempts to bring togetherscatteredexpertise and research

resourcesfor the creation of more influential systems, which will enablemore
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effective dialoguebetweentheprogrammesmanagedby otherstakeholders,suchas

TekesandtheAcademy of Finland,andStrategicCentresof Excellence.

The significanceof servicesto the economy,employmentandwellbeingcontinues

to increase,currentlyaccountingfor morethantwo thirdsof grossdomestic product.

However,productivity of serviceshas beenincreasingslowly. Innovation hasbeen

acknowledgedasthebestsolutionfor developingthepublic sectorandotherservice

sectors. The purposeof the new, broad-basedinnovation strategy is to further

strengthenpositivetrendsin the developmentof quality andproductivity in private

andpublic servicesaswell asin retail business.

Although Finland has succeeded in generating innovation in some sectors of

industry, investmentin research and developmentand in technology hasfailed to

producesufficient results, as measuredby indicatorssuchas the numberof high-

growth businesses,active entrepreneurship,successful venturecapital investmentor

consumerpurchasingpower. In recent years, a number of measures have been

implemented to strengthen cooperation between the innovation system and

financiersof growth in public and privatecompanies.The new innovationstrategy

has been designedto further increase growth opportunities in high-competence

businesses.

Particularly important reforms concerning policies in research,innovation and

institutionsof highereducation arecurrentlyunderway.Theobjective of this current

structural developmentof thepublic researchsystemis to increase thestrengthsand

standards of Finland's higher education system, create state-of-the-art research

infrastructuresandplatforms,andenhancethetrainingandstandardsof researchers.

Higher education holds the key to the public researchsystem.The profiling and

priorities of institutions of higher education will be strengthened,and the higher
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educationnetworkwil l be enhancedin order to createmore prominentinstitutions

with higher standards. Steps are being taken to strengthen the financial and

administrativeautonomy of universities. The review of the Universities Act will

provide universities with better opportunitiesto apply modern human resources

policies, improve the quality and effectivenessof teaching and research, and

strengthencreative andinnovative researchandlearningenvironments.Universities

with a higher degree of independencewill be able to succeedinternationally.

Enhancing international activities and encouraging closer dialogue with other

stakeholdersin society wil l alsohelpto diversifyuniversities' finances.

Research training wil l be transformed in order to facilitate a more systematic

approach to training in both research schoolsandotherorganisations. In additionto

subject areas,expertise produced by researchtraining will include key skills

required in working life. Universities will implement a four-tier research career

model, which will increase transparencyand facilitate career planning.A similar

task-basedsystemin otherresearch institutionsandin the privatesector,alongwith

a broaderinterpretationof achieving work merits, will encouragemobility between

sectors.Hence,a careerin research will be basedon a broaderdefinition in the

future.

The objective of the structural development of sectorresearch is to upgradethe

entire research capacity and utilise it more effectively. Sector research institutions

will be transformed into international research organisations,which have a

multidisciplinary focus and produce findings of greater social relevance.Research

institutionswil l work closely and innovatively with highereducationorganisations

and regional centresof expertise, producingknow-how that wil l support regional,

national and global decision-making, ensuring Finland's broad-based

competitiveness.
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The structural reform of sector research will be preparedso as to allow the

Governmentto agreeon thenecessarystructural reformsfor researchinstitutionsby

theendof 2008,aslaid downin theGovernmentDecisionof 28 June2007on sector

research.

The role of vocationaltraining in the innovationsystemwil l be strengthened.In

accordancewith the vocational collegestrategy, measureswill be takento enhance

theservicecapability and structuresof training providers.Work-based learningwill

be broadenedand linked more closely to training and workplace development

initiatives. The objective of the above strategiesis to help training providers

establish training anddevelopmentservices,which encourage innovativeproduction

and service ideasin businessesand workplacesand createnew business basedon

innovation.Cooperation between training providers and stakeholders in regional

developmentandinnovation activi tieswill bereinforced.

An overall reform wil l be carried out in vocational adult education (AKKU ),

systemising the currently fragmented administration, financing, legislation and

benefits.This reformwil l covervocational adulteducation,adulteducation provided

by institutions of higher education, employment policy adult education and

personnel training. It will promote professional mobility, along with efforts to

lengthencareersandmatchdemandto supplyin working li fe. Theprojectsincluded

in theoverall reform wil l bepreparedin time to allow their implementationfrom the

beginningof 2010.

For sometime, the key objective of Finland's economicandemploymentstrategy

has been to strengthen growth potential by increasing researchand development

efforts. The target set by the GovernmentProgrammeis to increasethe share of

researchand development to four percent of gross domestic product by 2011, of

which over two thirds will constitute researchanddevelopmentinvestmentsby the
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privatesector.In line with theGovernmentProgramme,fundingfor public research,

developmentand innovation will be primarily allocatedto theservice sector, small-

and medium-sized enterprises, and nationally recognisedkey researchfields.

Uniform nationwide criteria will be applied to the funding allocation. The

Government Programme also emphasisesthe need to allocate resourcesfor

promoting internationalactivi ties andexports,while highlighting thesignificance of

R&D and demonstration projects in renewable energy and other environmental

technologies,amongotherareasof innovative activity.

According to a preliminary estimate by Statistics Finland, the total spending on

researchand development exceededEUR 6 billion in 2007, accountingfor some

3.36 percent of grossdomestic product.The government'sshareof this total was

EUR 1.7billion, representing 4.5 percentof thetotal budget andjust under1 percent

of grossnational product. In recentyears,companies' R&D spendinghasdeveloped

favourably in manysectors,such astheelectronics,mechanical, metalandchemical

industries,and the service sector.StatisticsFinland’s preliminarydatasuggests that

privatesector’s research and product developmentspendingin FinlandtotalledEUR

4.3 billion in 2007.

In order to achieve the GovernmentProgramme'starget, public research and

developmentexpenditure mustbe increasedsignificantly, by EUR 400−500million,

towardstheendof thecurrent termof government.Companiesmustalso significally

increasetheir research and developmentefforts in Finland in order to achieve this

target and maintaintheratio of privateandpublic fundingat its currentlevel.

Despitethegrowth in R&D beingcarriedout abroad,companieslargely continue to

conduct researchin Finland. According to a Confederation of Finnish Industries

investment survey,theshare of domestic R&D spendingaccountedfor just overhalf

of the total businessinvestment in researchin 2008.A major share of the research
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and developmenteffortscarriedout by Finnishcompaniesabroad takesplacein the

EU, butactivi tiesareincreasing, particularly in innovation centresoutsideEurope.

Thequestionof how well theEU succeedsin it economicandinnovationpolicy will

be a decisivefactor in Finland’s future success,and Finlandmust therefore be an

active participant and actor in the development and targetingof the EU’s research

and innovation policy. By leveraging the opportunities provided by the EU's

innovationpolicy, we will strengthen and diversify Finnish innovation activities

while promoting Europe'sdevelopment into a leadingknowledge-based economy.

Finnishresearchorganisationsandcompanieshavebeen successful in competingfor

projectsin the EU's research programmes,andFinland is clearly a net recipientin

termsof the EU's R&D funding. The country is also actively involved in several

new initiatives concerning the Europeanresearch and innovation policy, in areas

such asintensifying cooperation betweennational R&D programmesandpromoting

Europeantop research(ERC,JTI, EIT).

Drawn up during Finland'sterm of presidency, the EU's innovation strategy has

provideda significantopening, harmonising innovationpolicy measureswithin the

EU andpromoting their determinedutilisation in achieving theLisbonobjectives.

Finland has actively sought partnerships with the world's leading centres of

innovation.Bilateral cooperation with countriesoutside Europewil l be increased,

particularly with countries boastingleading technological advancesand emerging

economies,such asChinaand India. The internationalFinNodeinnovation centres,

which havebeensetup in China, the United States,Russia andJapan,representa

new kind of partnershipmodel. An investigationinto settingup aninnovationcentre

in India is alsounderway.
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3 Basic choices in the development of innovation policy

3.1 Vision for innovation activity

Innovation-based development of productivity: To increaseeconomic growthand

enhancewellbeing, innovation-based,sustainable improvementof productivity is

required, on an extensive basis in enterprisesand other communities. This

requirementwill gain in importance as the work input declinesand the population

ages. The target status seesFinnish enterprisessucceedingand growing on the

international market due to their competitive strength, which will be based on

expertise and the enhancement of productivity. In addition, the public sector must

actively reform its service systems and operating methods, by developing

innovations. If Finland is to respondto the challengespresentedby a declining

labour force and higher cost levels, work productivity must be increasedboth in

businessesandthepublic sector.

Pioneering in innovation activity: In orderto succeed,Finlandmustleadthe way

on a global scale in selected sectors of innovationactivity. Finland must be able to

generate globally significant added value and attract both skilfu l experts and

investorsinto thecountry.Accordingto its targetstatus,Finlandmustmeetits social

challenges through a comprehensive, consistent innovation policy across

administrativeboundaries, paying close attention to both technologicaland non-

technologicalsectorsof innovation activity. An attitudinal environmentmotivating

creativity will support thebroad-baseddevelopment of innovation.

3.2 Competence base

High quality teaching,researchand developmentactivitieshaveformedthebasisof

Finland’ssuccess. However,therapid exploitation of new competenciesis moreand

moreoftenrequiring theattainmentof a position asa partnerin networks thatcreate



15

knowledgeandcompetence, while accessto top networksis requiring theownership

of uniquecompetenciesin exchange.Accessis deniedto free-riders, andthoseleft

outside networksfall behind. Buyers of competencewill only be able to reapthe

benefitof newcompetenciesata later stagethandevelopersof competence.

An extensivearrayof one’sown competenciesalso forms the basisof theability to

receive knowledgeand competence generated elsewhere, and of recognisingnew

opportunities.The fact that innovationsoften arise asnew combinations of various

competenciescrossing disciplinary and industry boundaries only serves to

emphasisetheimportanceof anextensivecompetencebase.

The types of knowledge and competence which are valuable to innovation are

generated in many ways and by a host of factors. While the knowledge and

competenceexploited may arise in a scientific community, the broad-based

innovationconceptemphasisesthe significanceof individuals, enterprises, public

operators and user communities as producers of knowledge and competence,

alongsidetheworld of academicresearch.Artsandthenaturealsoprovideimportant

sourcesof experiencesandnew ideas.

3.3 Basic strategic choices

Traditionally, Finland’scompetitive ability hasbeenstrongandwe mustcontinueto

maintain quality education, sizeable investmentsby enterprisesandthepublic sector

in research & development, and well-functioning Finnish institutions. This solid

competencebasis, created by Finland throughinvesting in educationandresearch,

must not only be preserved, but further reinforced. However, current strengths will

not sufficein meetingfuturechallenges.

To attain strategic goals, Finnish innovation environment must be capableof

creating novelty andmaking choices. Thefollowing four basic choicesarepresented
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in the strategy: innovation activi ty in a world without frontiers, demandand user

orientation, innovative individualsandcommunities,anda systemicapproach.

COMPETENCE
BASE

Participation
and contribution

Participation
and contribution

Mobility and
attractiveness
Mobility and

attractiveness

Innovation
communities & hubs

Innovation
communities & hubs

Individuals and
entrepreneurship
Individuals and

entrepreneurship Co-innovationCo-innovation

Lead marketsLead markets

Broad-based
innovation

Broad-based
innovation

Leadership & change
management

Leadership & change
management

Finland’s innovation strategy - Focal points

SYSTEMIC
APPROACH

DEMAND
AND USER

ORIENTATION

WORLD
WITHOUT
BORDERS

INNOVATIVE
INDIVIDUALS AND

COMMUNITIES

Figure 1. Basic choicesandkeydevelopment areasfor theinnovation strategy

Innovation activity in a world without borders: The successof enterprisesand

regionsdependson their ability to position themselvesin globalnetworksand,in the

role they haveselected, to producemore addedvalue thanothers.Only companies,

regions or communities able to produce addedvalue are partners worth taking

seriouslywhichareableto attract otheroperators throughouttheworld.

To someextent, thesuccessof Finnishinnovationpolicy canbe quantified in terms

of thequantity of investments, experts andenterprisesenteringFinland.Finland can

only succeedin the global market for expertsand investmentsby constructing a

well-known, renowned brand based on strategic choices, state-of-the-art

competence,anda competitive innovation environment.
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• Connectingand positioning Finland in the global knowledgeand value

networks requires ability to participate and influence these networks,

international mobility of experts and determined developmentof the

attractivenessof theFinnishinnovation environment

Demand and user orientation: Innovation activity no longer abides by the

traditional logic of invention. Rather thansearchingfor customersfor newproducts

and inventions, in an increasingnumberof casesnewsolutionsarebeing sought for

customers.Competitive strength is often basedon the ability to realisethe needsof

customers,consumersandcitizens beforecompetitorsdo,andto offer corresponding

products and services.Various forms of open and public innovation activity are

gaining groundalongsidetraditional,closedinnovation activity. Policies must create

thepreconditionsfor theemergenceof openinnovationenvironments.

In Finland, on averageinnovative enterprisescooperatewith customers to a greater

extent than in many other EU countries. Value chains are being steeredfrom

customersandconsumerstowards producersanddevelopersratherthan vice versa.

Innovation policy mustadaptto this changein innovation activity andaccelerateits

pace. Attention must be paid to the quality and depth of cooperation, and the

creation of markets for innovative solutionsmustbepromoted.

Traditional innovation policy has focused on the development and

commercialisation of new technologies, and successeshave been measured

primarily by development investments and technologicaloutput. A new, broad-

based innovationpolicy will emphasise the development of productsand services

meeting the needsof customers,and the strengtheningof users’ and developers’

mutual development work. There is room for improvementin Finland,particularly

as concernsthe developmentand introductionof user-orientedserviceinnovations.
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Particularattention shouldbepaid to enhancingtheproductivity of thepublic sector

through thedevelopmentof servicesandservicecapabilities.

• Innovationsteered by demand,paying attentionto the needsof customers,

consumersand citizens in the operations of the public and private sectors

alike, requires a market with incentives and shared innovation processes

between usersanddevelopers.

Innovative individuals and communities: Innovativenessis basedon theskills and

creativity of individuals. Generating innovations requires a sufficient quantity of

information on phenomena, customers, technologies,intellectual property rights,

previoussolutionsandoperatingmodes.

Innovation policy meansindustrialpolicy. In manycases,entrepreneurs are theones

who areable to combineideas,theability to takerisksandotherrequiredskills with

a clear view of customers’ needs. In Finland, entrepreneurship activity has been

foundwanting,andits developmentcalls for measuresthat alsopay attentionto the

novel attitudesof newgenerationstowardsentrepreneurship.

Increasingly often, innovations are createdat the interfacesof variouscompetence

areas. In an operating environment which is fruitful in terms of innovations,

individuals with different backgroundswork on the same problems. Innovative

communitiescan constitute closeteams meetingtogether,or more looselycoupled

communitiesworking as a network.Thesuccessof innovativecommunitiesis based

on sharing competence and knowledge, and the ability to combine various

perspectivesandapproaches.

Innovation communitiesandcentresareincreasingly international.Whenknowledge

and communicationtechnology is utilised, global knowledge communities are
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formed. Enterprises, too, are increasingly resorting to open communities in

innovationactivity.

Internationalexamplesindicatethat innovationactivity is being centralisedand is

finding its way to regions and localities offering sufficient preconditionsfor

innovationactivity. Insteadof national innovationsystems,innovation ecosystems

and innovation centresare attracting attention,beinglocally andregionallyfixed but

globally networked.They combine, in a fruitful manner,needsand ideas with the

abili ties required to implement the latter. The dynamicsof such ecosystems are

basedon communitieswheretheprevailing culturefavours cooperation,knowledge,

thesharingof ideasandwill ingnessto takerisks.

We mustfind a way to create globally networkedinnovationecosystems,which can

be adaptedto Finnish conditions and which help Finland to capitalise on its

strengths. By international standards, Finland boasts exceptionally close links

between information providers and users. Overall, partnerships with other

stakeholdersare particularly commonplace in innovative businesses.On the other

hand,we arefalling below par in several areas.For example,we lack the top-class

servicesrequired to commercialise ideas rapidly andcreatenew start-ups.Venture

capital investors who ensurethe rapid growth of start-up firms with sufficiently

large investmentsoperate in successful ecosystems. Another group of significant

operatorsarebusinessangels,who placetheir wealth of experienceandnetworksat

entrepreneurs’disposal. In these areas,Finland is trailing behind international

development.

• Individuals and innovative communitiesplay a key role in innovation

processes. Innovation capabiliti es and incentives for individuals and

entrepreneursare critical successfactors in the future.
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Systemic approach: In orderto meet global challenges,innovationpolicy mustbe

broad-based and comprehensive. Piecemealpolicy measures will not suffice in

ensuring a pioneeringposition in innovationactivity, and thus growth in national

productivi ty andcompetitive ability.

A systemicapproachwil l constitute a key conceptin implementing a broad-based

innovationpolicy. Such an approach would constitutea comprehensiveoutlook,

which would beessential for instance in solving environmental problems,enhancing

theefficiencyof public services,andconstructingregionalinnovationcentres.

Insteadof partial solutions,the comprehensive renewal andstructuraldevelopment

of entire systemsis called for. Deeper cooperation is also required from the

administrationand innovation policy. A successful, broad-basedinnovationpolicy

requiresthe renewal of all political sectors,the lowering of sector boundaries and

closercooperation.Demandon national level andthecustomer-orientedactivitiesof

those implementing thepolicy mustalsobereconciled.All of this requires strategic

managementwithin thepublicadministration.

Developmenteffortsaiming at influential reformsacrossa broadspectrum must be

implementedon the basisof nationally − or even globally − uniform standards.

Standards that facilitate the extensive utilisation of innovations can develop either

from the baseup, via individual developmentprojects and their rapid spread,or

traditionally from the top downwards. Both cases call for close interaction on

national and local level, and a clear division of duties, whereas the validation of

traditional standards requires attention to practical experience gained from trial

projectsin thefurtherdevelopmentof thestandard.
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• The exploitation of the resultsof innovation activities also requires broad-

baseddevelopment activities enhancing structural renewal and determined

managementof change.

4 The Government's development guidelines

1) Reinforcing the competence base

Theattractivenessandsuccessof Finland’s innovation environmentrequirea broad,

solid competencebasethat reachesinternationaltop level in selectedsectors. The

maintenanceandreinforcementof competenciesform themainfocusthroughout the

action plan: R&D projects and work-driven training and developmentservices

efficiently generate bothnewcompetence,networks disseminatingcompetence,and

theinfrastructurerequiredfor constructing the competencebase.

Theeducation andresearch systemwill bedevelopedasa whole,in orderto increase

competitivenessand wellbeing in Finland and to foster culture, creativity and

knowledgecreation.Furthermore, the Governmentwill guaranteenationwideequal

opportunitiesfor receiving high quality education,from early learning to higher

education.The Government's target is to increasegeneral educational and skills

levels in orderto improveFinland'srankingamongthehighest in theworld. Special

attentionis beingpaid to continuousefforts to raiseeducationalstandards,ensuring

quality at all levels of education and training. Enhancingthe quality of education

and research, while improving effectivenessandefficiency, can be achievedonly if

the changes in the operational environment are taken into account in the

developmentof the schoolnetwork, the training provider networkandthe network

of highereducation institutions.The challengesof providing the skills requiredin

working life, and tackling the changes in the age structure,will be resolved by
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improving the adult education system and strengtheningthe adult education

functionsof highereducation institutions.

Innovative activities increasingly take place in networks, where research and

developmentare closely entwined with practicalproductionand servicefunctions.

Consequently,innovation canreach all areasandlevelsof working life, while higher

standards of professionalskills and expertise are required in all parts of the

innovation chain. Broad-based fostering of the competence base calls for

strengtheningvocational training provision, alongside improving higher education

provision and sectorresearch. The associatedservice and developmentinitiatives

must reconcile the needs of working life. The measures mentioned above will

support the rapid adoption of new service and product innovationsand innovative

work-life initiatives.

Finland's education system will continue being developed in an

integratedmannersoasto providebetter support for the progressand

reform of a competitive, broad and diversecompetencebase while

leveraging Finnish production capacity as muchas possible. In terms

of Finland’s future success, international top level expertise will be

maintained and developed in key sectors. Vocational training, in

conjunction with the associated service and developmentinitiatives

aimed at reconciling the needsof working life, will be enhanced

alongsidehighereducation provision.



23

2) Broad-based innovation activity

Successful innovations are usually basedon the open-minded combination of

variouscompetencies,while too narrowa conceptof innovationactivity resultsin

partof innovation potential remaining untapped.

Correspondingly,Finnish innovation activity has largely been concentratedon

industrial sectors and focussed too narrowly on the exploitation of scientific-

technologicalexpertise. The introduction of broad-basedinnovation activities in

Finland is impededby the fact that a numberof low productivity branchesof the

industryandthepublic sector havenot yet systematically utilisedinnovationactivity

in the development of their operations and productivity. Incentivesenhancingthe

broad-based natureof innovation activity will assist in the harnessingof this latent

potential.

Various innovation activity incentives must be targetedso that, combined, they

facilitate theachievementof thehighestpossiblelong-termbenefitsfor thenational

economy andsociety. A systematic analysis of the internationally bestperforming

incentivesfor startinginnovation activity (e.g. tax incentives,incentives targeted at

hiring research and development personnel, or incentives for the transfer of

expertise) could offer new opportunities for complementingthe portfolio of

measuresused in Finland in the appropriate manner. However,it is important that

thedevelopmentof prospective newinstrumentsbe limi tedto optionsin whosecase

it canbeforecastthat theywil l bringaddedvalueto thetotality of formerincentives.

Incentives and development measures targeted at business,

management,operating methods, design, creative industries and

service and social innovations will be strengthened.New incentives

wil l becreatedin order to launchinnovationactivity in enterprisesin
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all sectors where innovation activity might play a key role in

enhancingperformanceandproductivity.

The entire public innovation and businessdevelopmentservicesystem

wil l beupgradedsoasto improve theproductivityandcompetitiveness

of the national economy, branchesof industry, businesses in different

sectorsandregions, andthepublic sector.

Finland will be transformed into an experimental society, able,

throughits soundcooperation andinnovationenvironment,to produce

internationally competitive innovations in systemic programmes,

leadingto extensivereforms.Thepublic sector will be encouragedto

becomean active developer of innovations, which is equallyactive in

applyingandintroducing them.

The innovation-based development of productivity and wellbeing requires a

competent and motivated workforce willing and able to developfurther at work.

Indeed,within the innovation environment,quality of working lif e emergesas a

critical success factor, with a direct influenceon the efficiency, productivity and

quality of operations. Innovation activity, like other competence-basedhigh added

value tasks, is based on employees’ and working communities’ enthusiasm,

commitmentandenjoymentof work.

The perspectiveof working life development will be included as a

coherentpart of innovation policy and the systemfor financing and

promotinginnovations,. 
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3) Internationalisation of the innovation environment and operating in a world
without borders

Development needs in promoting the international aspect of innovation are

manifold. The international mobility of researchersremainslimited and is even

experiencinga downwardtrend.Researchanddevelopmentactivity carriedout by

international companies is on a low level in Finland, and this country doesnot

attract enoughinternational innovation investments in other respects. Not enough

international expertsfind their way to Finland,nor arewe sufficiently able to exploit

the diversified expertiseand multiculturalism of peoplewith foreign backgrounds

who residehere,in thedevelopmentof Finnishinnovation environment.

There is no point in redeveloping technologiesandcompetenciesin Finland which

are easily available in the outside world. It is important that companies and other

organisations are quickly and easily able to acquire up-to-date information,

competent resources and technology across geographical, discipline-based,

technologicaland industrial borders.

The principles of public research, development and innovation

financing will be transformed so as to meet the demands of a

borderlessoperating environment.This meansstronger incentivesfor

international networkingandrisk-takingbothin Finland andoverseas,

while ensuring that investments in innovationaddvalueto theFinnish

economyandsociety.

Special challenges in reinforcing participation and influence are related to e.g.

research,developmentand innovation cooperationin the EU. While Finland is a

preferredpartnerthat participates actively in variousforms of cooperation,it is not

profiling itself sufficiently as an influential force or in taking the initiative. In a

global operating environment, having an influence on a Europeanscale is not
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enough.Partnerships and cooperation frameworksare essential alongsideleading

innovation activity hubs and pioneering markets, regardless of their location.

CooperationinitiativesexistalongsideoperatorsoutsideEuropebut suchoperations

are fragmentedandonasmallscale.

Proactivelyandin a target-orientedmanner,Finland wil l endeavour

to influencethedevelopment of theEuropeanResearchandInnovation

Area (ERIA), sothat it is establishedasa European singlemarketfor

research, developmentandinnovationactivity, andsothat it reinforcs

andcomplements theFinnishinnovationenvironment.

The ability of the innovation financing and service organisationsto

exert an influence in international innovation networks will be

reinforced.

Cooperation and partnerships will be reinforced worldwide in the

areasof the emergingeconomiesand innovationmost interesting to

Finland, for instance through strategic partnerships, bilateral

agreements on scientific and technological cooperation and the

FinNodenetwork.

As the population ages, employment and competence based immigration is

becoming an increasingly important success factor for innovation activity in

Finland.Finland’sattractivenessas an immigration targetcould be improved, above

all by revising personal taxation to a competitive level in comparison with

competingcountries.The development of the attitudinal environmentwithin the

residentialand operating environment is also vital. Multiculturalism andpluralism

would enhancethe attractivenessof the innovation environment andthe creationof

innovations.
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The Finnish innovation environment and working life will be

developedin order to transform Finland into a recognised, attractive

location for research, product development and innovation-based

business,and a living environment that promotesdiverse culturesand

valuesystems.

Personal taxation will be revised to improve international

competitiveness. In order to expedite competenceand employment

based immigration, an active immigration policy in line with

international best practices will be created. The incentives for

international mobility, and the related targets, of researchers and

teaching staffat universities, otherhighereducationalinstitutionsand

researchinstitutionswill continueto bestrengthened.

4) Strong and networked innovation centres

Finland faces special challenges in reconciling various regional, national and

international initiatives in order to createhubsof expertise.Finlandhasonly made

minor national choices of emphasis binding on various actorsof the innovation

environmentand, for the time being, thesechoices haveplayed too insignificanta

role ascriteria for targeting resources.Interactive innovative communitieshavenot

been exploitedsufficiently, nor hasFinlandinteractedclosely enoughwith top-level

internationalhubsin theEU andotherpartsof the world.

In Finland,researchactivit y is diverseand,on average,of high quality, but research

yields too few top results that would function as special competitive assets.
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Furthermore,too few expertswilli ng andable to establish themselvesaskey players

in globalinnovationnetworksareemergingin strategic fieldsof researchin Finland.

The specialisation of regions in their strengths will increasetheir critical massof

expertiseandimprove their ability to link with expertiseandvaluenetworksvital to

their own development. Furthermore, regionally decentralised research,

developmentand innovation activi ty will becomea nationalresource when pooled

into networkedinnovation communities. A country of Finland’ssizecanonly hosta

few diversified,internationally competitivecentres of innovation.

Nationally and internationally networked centres of innovation will create

opportunities for companies throughout Finland to benefit from international

businessnetworksandsourcesof expertise.

Agile centresof innovation, both content-basedand regional, will be

set up in Finland. The objective of this initiative is to transform

Finlandinto oneof theworld’s leadingcountriesin innovationactivity

in chosenareas. Innovation hubs crossing industrial sectorswill be

preferredpartners in international networksandplay a keyrole asthe

basis for Finland’s international visibility, attractiveness and fruitful

innovationactivity.

On the basis of national strategic content choices and the local

strengthsof regions,a number of strongregional innovationhubswill

becreated with world-classoperatingenvironments.

Financing programmes intended for centres of innovation (e.g.

Strategic Centres of Excellence (SHOK), Centre of Expertise

Programme(OSKE), the cohesion and competitivenessprogramme
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and EU funding instruments) and other development measuresfor

creating attractive operational and living environments will be

reconciledwith eachother.

As the global competitive situation and operating environmentchanges,national

choices must undergo continuous critical assessment and updating whenever

necessary. On theother hand,choices must bemadewith a long-termfocusin order

to enable enterprises and other organisationsto plan innovation investmentsin

suffici ently predictable conditions. A long-term approach is also necessary as

regardsthe targetingof strategic research. The definition of focal points must pay

attentionto theoverall view of theopportunitiesaffordedby variousareas,and their

innovationpotential.

A transparent, extensively interactive process capitalising on the

results of foresight will be created for the preparation and

maintenanceof national focal point choicesas part of the measures

initiatedby thenewResearch andInnovation Council.
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5) Internationally competitive system of training and higher education

The reform of universities, polytechnicsand researchinstitutions requiresmodern

management and administration alongside broader economic independence.

Dramatically intensifying competition is forcing highereducationandresearchunits

to implement reforms, since the most talented students, enterprises’ research

acquisitions and financing wil l seek the best targets in terms of their own goals,

regardlessof geographical boundaries.A moreopenapproachwill bothconstitute a

necessity andgeneratemajor potential for Finland’sinnovationenvironment.

As part of the innovation system, the strategictasksof vocational training focuson

the provision of relevantand high-standardvocationalskills in order to match the

requirementsof industryand working life in general,while ensuringtheavailability

of labourforce.In addition, the role of vocationaltraining wil l gain in importancein

thedevelopmentof services for industriesandotherworking li fe, sinceopportunities

to enhanceindividual competencies, work and workplacecommunitiesshould be

promoted alongsidedeveloping vocational net skills andsupporting innovationand

developmentcarriedout in businessesand workplaces. In orderto beableto support

the innovation system,training providersmust eitherbe largeenough, or otherwise

have a robust capacity enabling them, to provide vocationaltraining, covering all

vocational trainingservices,developmentmeasuresandteachingunits.

Finnisheducationalsystemwill be developed so as to strengthen the

general level of competence and support the developmentof special

talents. Internationality, interactive skills, entrepreneurship,creativity

and innovation will be introduced at the core of teaching. An

internationally top-level developmentenvironment for learningwill be

created in Finland. Incentives and opportunities for proactive
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individual schooling and continuouslearning will be enhancedin

working life. Methodsof anticipating demandfor labour force and

training will be reviewed so as to improve opportunities to align

training with the needs of businessesand individuals by using

guidanceand decision-making processes.An overall reform of adult

educationwill beimplemented.

Researchertraining will be reviewedin order to enable careerpaths

for researchersand guarantee a sufficient numberof researchersto

match the needs of the entire research and innovation system.

International cooperationand mobility of researchertraining will be

increased.

The researchcapacity of universities and research institutionswill be

enhancedwith respectto the focal points of the national innovation

policy. The university reform underway will be implemented,

organisingresearch institutions and higher educationestablishments

into larger, modern entitiesin termsof size,management,theability to

change, resourcesand administration. Closer cooperation between

universitiesand researchinstitutions will be enhanced.The steering

and financing system of universities will be renewedin order to

support training and research standards and effectiveness, and

interaction between universities,trade and industryandotherpartsof

society.

Therole of vocational training in innovation systemswill be

strengthened by developingtheservicecapabilityof training providers

and thestructuresof provider networksin line with thevocational
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collegestrategy,expandingwork-basedlearning,andlinking training

to workplacedevelopment measures.
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6) Developing the Finnish environment to support growth businesses

A comprehensiveinnovation and growth companypolicy is a central means of

supporting the development and internationalisation of innovative companies. In

most cases,an experienced venturecapital investor,committedto the development

of the enterpriseby using his own capital and expertise,is best able to supporta

small innovative growth company.Partial public funding plays a key role in risk

sharing in such a way that the ratio of expected profit and risk related to the

investment becomesacceptable for a private investor. Growth can also be

encouraged throughchangesto growth companytaxation andotherregulations (for

instance,insolvencyand bankruptcy proceduresandtherelatedlegislation), with the

objective of building anecosystem which fostersgrowth.

In a successfulinnovation environment, privateinvestorsandinvestorswith a public

background work in partnership. Public operatorsmust be able to offer growth

companies comprehensivebusinessfinancing, integrated service products and

flexible cooperation between parties in the servicechain. Basic growth enterprise

servicesare developed throughthe Enterprise Finlandserviceconsepton a needs-

based andnationwide approach. Top expertiseshould be introducedto the process

of assessing the ideasproducedby institutions of highereducationin termsof their

valueto business,and to further develop suchideasin order to creategrowth start-

ups.

Businessdevelopmentservices and incubatorswill particularly target

thosecompanies which strive to generaterapid growth. The service

system for growthcompanieswill bedevelopedasa whole,so that the

rolesandofferingsof public operators forma clearentity.
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By meansof taxation, experienced capital investors and business

expertswill be motivatedto commit themselvesto the developmentof

enterprisesaimingat rapid growthandinternationalisation.

Company taxation and insolvency legislation will be developedso as

to encouragesmall innovativebusinessesto generate growth and take

risks,andto createprospects for serialentrepreneurship.

Newforms of operationwill be establishedto encourageinternational

venturecapital andexpertiseto find itswayto Finland.

7) Strengthening demand and user orientation

Even on an international scale, the useof competitive andmarket incentivesasan

innovation policy tool is a relatively new phenomenon. Therefore, no tried and

testedcompletemodels for implementing suchincentivesareeasilyavailable.This

situation also offers the opportunity to developthe Finnishoperating environment

into a pioneering one worldwide, in terms of competitiveand market incentives.

Existing strong networking and innovation orientation of Finnish enterprises,

funding organisations and public authorities offer an internationally attractive

platform for cooperation requiring a systemicapproach.

In Finland, competitive and market incentives have not been exploited

systematically as part of the portfolio of methodsfor economicand innovation

policy. Neither has innovation policy single-mindedly supportedthe development

and renewal within thepublic sector.
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Competition and market incentives will be exploited extensivelyand

systematically in promotinginnovation activity.Theoperatingmethods

of public procurement will be developed so that they offer

opportunities and provide the motivation for the performanceof

innovativeacquisitions. In supportof public sectorinnovationactivity,

clear incentives for innovation linked to the Government’s

performance management and a system of central government

transfersto local governmentwill becreated.

Ultimately, lead markets will be created on the basis of market players’ own

decisions, but their hoped-for development can be promoted by methodically

implementing measuresin support of innovative demand. At national level,

particularly interesting starting points for the preparation of leadmarketsexist, for

instance,in the sectorshighlighted by the ‘Paras’ project, launchedin pursuitof the

reform of Finland’smunicipal andservicestructure.

The majority of conditions influencing the market-driven exploitation of Finnish

innovationsaredefinedat EU level. Determinedefforts areunderwayin Europeto

establish lead marketsin selected sectors. Europeanlead markets are one way of

counteractingthe small size of the Finnish homemarket, cited asoneof Finland’s

weaknessesin comparisonsof competitive ability.

In selectedareas,leadmarkets will becreatedto promoteFinnish

innovationactivity.National measures,in compliancewith the

principlesagreedin theEU, will belaunchedin order to establishlead

marketsin selectedareas.In thespringof 2009,theMinistry of

EmploymentandtheEconomyandthewil l drawup a frameworkfor

policymeasuresrequiredto implement thedemand- anduser-oriented

innovationpolicy.Based on theframework, an actionplan for
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demand- anduser-oriented innovation policywill bedrawnupunder

theMinistry of EmploymentandtheEconomy.

The demand- anduser-orientedinnovation policy wil l efficiently capitaliseon new

and diversified innovation activity models and developmentplatforms,combining

the needsof users, consumersand citizens, alongside knowledge,creativity and

competence.Creators,developersandusersof expertisewill engage in a diverseand

rich dialogue.

Stronger user and demand orientation will also encouragepublic sector reform,

which will takeaccountof the needsof customers,usersandcitizens.Theobjective

of suchdevelopmentis to allow demandfor andusers of innovationsto define the

innovationpolicy and establish it as part of the national innovationpolicy entity,

alongsidethepolicy defined from the providers’viewpoint.

Even at present,public financing incentives for innovation activity are targetedat

enterprisesand communities that are thoughtto operatein the manner requiredin

order to generate success,i.e. basedon a demand and user focus. However, user

orientation is becoming increasingly important in thesteering of innovationactivity,

while the European regulatory framework, guiding the use of incentives, is

becoming more permissive, which is facilitating the development of incentive

systems.Currentincentive systems must be evaluatedandchartedto ensurethat, in

the best possibleway, they serve the developmentof demandand user-oriented

innovationactivity. New incentives acceleratechangesof perspectivein innovation

processes,bringing individuals as end usersinto the core of innovation activity .

Therefore, the innovation potential of citizens,which previously remained partly

hidden, can now be capitalised on as the driver of developmentin the national

economy andsociety.



37

The national supply of public expert and financing serviceswill be

updatedto meet the needsof demandand user oriented innovation

activity. Moreover, newoperating formsandincentiveswill becreated

in support of the broad-based interaction required for genuinely

demandanduser-oriented innovation activity.

The expertisein intellectual property rights of an enterprise or other community,

particularly asregardstheprotection of strategically importantknow-how, is oneof

the key success factors in business. Success in rapidly changing international

innovationcommunities calls for a greater ability to select a suitableexploitation

model and protect one’s own immaterial expertise, than that currently held by

SMEs.

Regulationspertaining to the protection of intellectual propertyrights have a major

influenceon how well the operating environmentis ableto support innovativeness.

The Government’s new strategyon intellectualproperty rights, duefor completion

by the beginningof 2009, will review severalissues, including the national and

international development needsof the system of intellectual property rights, and

will present the measuresthat must be taken in order to enhancethe level of

competencewithin enterprisesconcerning theserights.

Theexploitationof intangibleassetswill bedeveloped,securing the

incentive-baseddivisionof benefit generatedby the valuenetwork

betweendifferentoperatorsandusers.Practicesfor protecting and

utilising intangibleassetswill be revisedin order to meettheneedsof

diversifying innovation activity anda global operatingenvironment.

Theabilities of SMEsin particular, in protectingandexploiting

expertiseandintangiblecapital, will bepromotedin a mannerthat

supportsopen, communalanduser-orientedinnovationactivity.
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8) Central government's corporate steering and a systemic approach

In orderto beableto meetsystemic challengescritical to Finland,andfor Finlandto

develop into an experimental society, central government measures must be

managedwith determination and a strategicorientation,in theform of a consortium.

The Government Programmemustbea strategythat providesclearerguidelinesfor

operationsand development,emphasising key systemicneedsfor reform asregards

Finland’sfuture.

Innovations of the highest social significanceinvolve many different actors and

administrative branches. In order to achieve such innovations,a national-level

definition of needs(top down) and actor-level customer-oriented preparationof

implementation (bottom up) must be combinedin an interactive way. Financial

steering hasa crucial impact on whetherorganisations launchinnovativereforms in

order to enhancetheir productivity and impact. Generallyspeaking,public sector

steering andmanagement systems do not include incentivesfor innovation activity

thatinvolves risks,nor for broad-based innovativecooperation.

A national cooperation processfor clarifying the roles of various players in the

reconciliation of evaluation, foresight and strategy work in innovation activi ty

would generate synergy benefits for organisationsinvolved in such activity.

Moreover,a significantly more solid research-basedknowledgebaserelatingto the

success factors of broad-based innovation activity is needed to serve in the

background of policy decisions. Since public sector operations influence the

prerequisitesof innovation activity in a multitude of ways, the preparation of

legislation andotherkeydecisionsmustpayspecial attentionto theanalysisof these

impacts.
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Inadequateinteractionbetween innovationactivities and the developmentof the

information society is an example of the lack of suffici ent systemic development

efforts. Controlledandefficient influencingof complex systemicphenomenawithin

theeconomyandsociety requiresthesupportof determinedpublic investment in the

information society, methodsof anticipating market developments and innovation

efforts to sustain theaforementioned approaches.

The central government’s corporate steering will be renewedin order

to makeit a worldwidepioneer of systemic reforms.The work of the

CabinetCommitteeonEconomicPolicy will beenhancedas theforum

for the state consortium’s strategic management, following the

guidelines issuedby the advisorygroup appointed by Prime Minister

Vanhanen.During 2008, the advisory group has been mappingout

opportunities to improve decision-making processes concerning

economicpolicies. As part of the reform of the Committee's remit, the

Ministerof Educationmustbeincludedin theCommittee.

For the supportof broad-basedinnovation policy decision-making,an expert body,

the Researchand Innovation Council, comprising key actors in the sector, is

necessary. This Council should managedutiesrelatedto themonitoring,assessment,

targetingand reconciliation of science, technologyandinnovationpolicy, playingan

advisory andpreparatory role in supportof the Government andits ministries. The

ResearchandInnovation Council would replacethecurrentScience andTechnology

Policy Council.

For the purposeof supporting the targeting, monitoring, assessment

and reconciliation of science, technology and innovation policy, a

Researchand Innovation Council will be establishedon 1 January
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2009 to replace the former Science and Technology Policy Council,

thetasksandcomposition of which havehada narrowerscope.

9) Resources for innovation activity

Investmentsin supportof broader innovationactivities are required both from the

public and the private sector. In addition, reaching and maintaining international

level of research and development in the global operational environment. requires

determinedinvestmentsby the public andprivatesectorin knowledgecreationand

renewal of theinnovation activity..

Althoughbusinessesand the public sector have steppedup their R&D efforts, the

target of a four percentshareof grossdomestic product,in line with theGovernment

Programme,hasprovedchallenging. This canbe partly explainedby a higherthan

expected increasein grossdomesticproductin recentyears.

Sincecompanieshaveincreasedtheir R&D efforts morethanthepublic sector,their

share of total investment now accountsfor 72 percent,while the shareof public

funding is about to plunge dangerously close to 25 percent. This situation is

endangeringlong-term research efforts andcontinuedresearchand developmentin

risky andcreativeareas,particularly in newfields.

Resources for research, development and innovation will be

increasedin line with the Government Programme.The amountof

additional funding for the remaining part of the Government term

will bedecidedin theGovernment'smid-termreview.
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10) International review of the innovation system

An internationalreview of the innovation systemwill be carried out in order to

identify changesin structures and operatingmodelsanddevelopmentmeasures,as

prescribed in the innovation strategy. The strategy process,which encouraged

participation and was carried out transparently, facilitated efforts to identify the

necessary changesto the content of the innovationpolicy. However, these changes

in structures and operational models can be fully introducedonly after a systematic

and comprehensivereview of thecurrent stateandcapacity of theinnovation system

hasbeen carriedout.

Drawing on international top expertise, the objective of the review is to provide a

diversepicture of the kind of structural changesrequiredto implement the national

innovation strategy guidelines. The objective is to identify the key challenges

concerningmethods, organisations and resourceallocation within the new, broad-

based innovation policy. Conclusionsconcerningthe development of the structure,

administrationand institutions of the innovationsystemwill be drawn on the basis

of thereview findingsand proposals.

In partnershipwith the Ministry of Education, the Ministry of Employment andthe

Economyhas begun preparationsfor the review, to be carriedout betweenOctober

2008andAugust 2009.Internationaland nationalexpertswill be invited to join the

evaluation panel. In partnershipwith the Ministry of Education, the Ministry of

Employmentand the Economywill also appointa monitoring group to follow the

progressof the innovation strategy and the implementationof the results and

findings from the international evaluation, in line with the innovation strategy

guidelines.
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Based on thenational innovationstrategy, an internationalevaluationof

Finland's innovation system will be carried out in 2008−2009. The

operating models and structures of the innovation systemwill be

developedin line with theevaluation's proposals.


