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1 Introduction

1.1 Background

In line with Prime Minister Matti Vanhanen'sSecond Cabinets Govenment
Programme the Governnent will preparea natioral innovationstraegy, outlining
the innovaton policy for the nearfuture. On accountof the economicand socic
political significanceof innovation, the Governmenhasagreedo submita reportto

Parliament concernng the developnent and reform of the national innovation

policy.

The reportis an agendafor change descibing the currentand new measuresfor
enhancingthe innovdion policy, sincethe strategywill predominantlyfocuson the
reforms necesaryfor the creaion and implementationof a broad-basednnovaion

policy within a global operatingenviromment.

The practicd preparatdn of the strateyic work was carriedout by the Ministry of
Employmentand the Economy (untl 31 Decembe 2007, Ministry of Trade and
Industry).The strategywas prepared on a trangarentbasis, involving the extensave
consulationof specalists, stakeholdes andcitizens.Elevenworkshops focusingon
the key chalenges of innovaton policy, were held in the auumn of 2007. Nearly

800 specidists gavethear viewsin theworkshopsandonline.

A steeringgroup,chared by EskoAho, Presidenbf Sitra— The Finnish Innovaton
Fund, was appointedfor the actud preparationof the innovation strategy. The
steaing group submited its proposalfor a national innovation strategy to the
Ministry of Employmentandthe Economyon 12 June2008 The repot containel

heran hasbeendrawnup on the basisof the proposl.
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1.2 Definitions

Innovaton refers to a utilised competencéased competitie advatage. A
competencébased compettive advantagecan emege from scientific research
technology, businessmodels, service solutions desgn, brands or methods of
organisng work amd producion. Typically, an innovdion is generatedby a
combination of different compedendes. Capitalisedas innovations, competence
based compeiti ve advantgespromotethe advancementof busineses,sociey and

wellbeing.

Innovaton policy refersto public measureswhich influence the opportunitiesto
innovate, the effectivenessof the innovation envionmer, and the creationand
leveraging of innovaion in the economy and society. A broad-basedinnovaton
policy would supportthe reform of policy sectos (such associal affairs and health,
energy, transport,the information socidy, educationand training, and regional
devdopment)throughinnovation, focusingon the importane of closepartnerships

betweenpolicy secbrsand strategcally led innovationeffortsin the public sphere.

Innovaton systemrefers to a system formed by the produces and users of
information and conpetendes, and their mutual relationships.Iin the future, the
innovation environmentwill even more clearly belongto the global network of
innovationhubsand centres. Innovaton environmentswill be global, nationaland
regional,andin orderto succeedheymustattractskilled workforceand form pat of

closecollaborationwith otherenvironnents.

Sysemic approach refers to a compehensivemethodof aligning the businessand
policy sectors(horizonta) and their as®ciateddevebpmentactivities at different
levds (vertical). The systenic approab is a key conceptin implementinga broad

based innovation policy. It refers, comprehensively,to the interconnection and
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mutual depandenciesof various phenomenaln geneal, changingone processor

functionalityrequires the correspondingdevelopmenof other,relatedproceses.

1.3 Strategic premises

Improving productvity and conpetitivenessand maintaining and developing the
Finnish welfare stae cdl for a stae-of-the-art innovationenvirorment, which will
require,in addtion to mantaining currentstrengths anactiveanddynamic approach
to reforming anddiversifying innovaton activities The Finnish innovation system,
businessesand othe innovaton stékeholdes will undoubtedly face toughe

internaional compettion in thefuture.

Meanwhile, an ageng popuktion and scarer resoures call for maximum
levaraging of the resourcesnvestedin innovation.lnnovationis notanend in itsef

but a means of supportng economé growth and the positive developmentf the
national economy,of fostering susainable socio-economicreform, and enhancing

thewellbeing of citizensand the environment.

1.4 Driversof changein theinnovation environment

Both the economyand societyare facing immensepresuresfor change.The basic
precondition of a successfulinnovaton policy is the recognition of such pressures
and taking them into accaint. Key drivers of change include globalisation
sustainabledevelopmat, new technobgiesand demographiacchanges, all of which

involve boththreatsandmajor opportunitesfor society andtheeconomy

* Globalisation. Today, industial manufactumg is very flexibly placed in
locationsoffering the mostfavourale operatingconditions.Knowledgeard
competeciesare undergoing similar development.Opeitorsin developing
countriesare striving to chalengethosewho are presentlyenjoying success

throughoutheworld.



» Sudtainable development. Increasingawarenes®f climate changeand the
related threats has creaed presure to switch to ecologically sugainable
productionand consumpbn. The scarciy of energyandraw mateials, and

their soaringprices areaddng to this presure.

» New technologies. Technologial developmentontinuesat an accelerating
pace.For instance,the fields of information and communicatiortechnology
and bio- and nanotechnologyare producinginformation and reailts on a
continuous basis, creding huge potenial for new applicationsand the

reneval of formeroperdions.

* Aging of the population. Finland will be one of the first countries to face
reducing workforce volumes. A rapidly changng popuhtion structure is
forang Finlandto deviserapid solutionsin orderto erhanceproductivityand

effi ciency,while creding the preconditionsfor newinnovations.

2 Thecurrent state of innovation activity

In interndional studies, the Finnish innovationsystemranksasoneof the bestin the
world and is consideredo function effectively. However,eventhe occupanof such
a pioneering position requres reneval, since competition in the open global
operatingenvironmenbf innovdion activity is intersifying. New challengescall for
new soluions which is why new operationaimodelsmustbe foundto complement

theacknowledgd strengthsof Finnishinnovaion system.

According to the Government Programme, improving the productivity and

competitvenessof the naional economywill only be possibleif the innovaton
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policy can be given a broaderbasisand mademore efficient. The Governmentwill
pay paricular attention to pdlicies concerningeducaion, researchand technology,
emphassing the significan@ of business designand organistional innovations

alongsdetecdhnicalones.

Finnish successin internatond conpaiisons evaluatingcompeitivenessand the
devdopmentof the information socety has beenon the declinein recentyears.
When the labour force begns to decreaserapidly in the near future, without
extensve work-basedimmigration, economic growth can only rely on improving
productvity of work. In addition, commitmentsto the fight againstclimate chang
and to increasing renewable energy may influence the econony's growth potential

and competitivanessgevenin the shortterm.

Since the abovementoned serobus challenges demand new solutions, new
operationalmodelsmustbe foundto complememnthe acknowledgedstrengthsof the
innovation sysem. Suce@s$ul innovation will suppot maiket devdopment and

promote ac@ss to newinnovationby people,companiesandthe public sector.

Skilled andcapableworkforce,aswell asresearctanddevelopmentarees®ntialin
boosting innovation acivities. Finland has succeededwell in international
comparison®f educaibn, reseach and technology beingoneof theworld’s leading
countries in terms of innovaton and the quality of enterpises’ operding
environmentsFinnish sucesshaslargely beenbasedon a high-quality educational
systam, long-term investrentsby the private andthe public sectorin reseach ard

devdopment,andwell -functioning, networkedinstitutions.

A sucessul science and technology policy has credaed the basis for many
successful industries. This provides a sound platform for building the future.

However,the challengesof growth and conmpetitivenesscan no longerbe tackled
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solely by meansof a se¢or-basedtechnobgy-orientedstrategy.Instead,a demand
driven innovaton policy must be bolsteredalongsidea supply-driven, broadbased

innovationpolicy.

Due to the reform of innovaion actwvities, andtheir becomingbroaderbasedin an
environment without borders, the intellectual propety rights system requires
improvenent. The GovernmenProgrammestateshat, togethemwith the innovaion
strategy, a proposl for a new national intellectual propery rights strategy (IPR

Strategy) will becompleedby the beginning of 2009.

Preparaions for the estdlishment of StrategicCentes of Excellene for science,
technologyandinnovation (SHOKs) were begunin 2006, following the guidelines
issuedoy the Scienceand Technobgy Policy Council. TheseCertres will strenghen
key areasof reearchand innovdion in termsof straegic competenciesequired by
the bugnesssector,while significantly increasinghe dialoguebetweercutting-edge

researctandthetestingandpiloting necessay for capitalisng onfindings

The implementation and finandng of the Centreswill be basd on partnerships
betweenbusnessesand the public sector,and on long-term commitmentsby all
stakeholdersCentresin opeation at the moment include ForestClusterLtd, Tivit
Ltd (information and comnunicationindudry) andFimea Ltd (metalproduds and
mechantal engineering).The devebpmentof the energyand envionmentcentre
(Cleen Ltd) andthe heath and wellbeing centresis undeway. A centre focusedon

thebuilt environmet has alsobeen proposed.

Launched at the beginning of 2007 the cluserbagd Centre of Experise
Programme (OSKE) atemptsto bring togetherscatteredexpetise and research

resourcesfor the credion of more influential systens, which will enablemore
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effective dialoguebetweerthe programmesnanagedy otherstakeholderssuchas

Tekesandthe Acadeny of Finland, andStrategicCentres of Excellence

The significanceof serviesto the economy,employmentand wellbeing continues
to increa®, currentlyaccountingfor morethantwo thirds of grossdomesic product.
However,productivty of saviceshas beenincreasingslowly. Innovaton hasbeen
acknowledgedasthe bestsolutionfor developingthe public sectorandotherservie
sectas. The purposeof the new, broadbasedinnovation strategyis to further
strenghenpositive trendsin the developmentof quality and productivity in private

and public servicesaswell asin retail bushess

Although Finland has suceeded in geneating innovation in some sectors of
industry, investmentin research and developmeniandin technobgy hasfailed to
producesufficient resuls, as measuredoy indicators suchas the numberof high-
growth busgnessesactive entrepra@eurship succesful venturecapitalinvegmentor
consumerpurchasingpower. In recen yeass, a number of measues have been
implenented to strengthen coopeation between the innovation system and
financiersof growth in public and private companies. The new innovationstrategy
has been designedto further increase growth oppotunities in high-compegene

businesses.

Particularly important reforms conerning policies in research,innovation and
institutionsof highereducaion arecurrentlyunderway.The objective of this current
structural devebpmentof the public researctsystemis to increa® the strengthsand
standads of Finland's highe eduation sydem, create stateof-the-att research

infrastucturesandplatforms, andenhancethetrainingandstandads of researchrs.

Higher eduation holds the key to the public researchsystem. The profiling and
priorities of institutions of highe educaibn will be strengthenedand the higher
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educationnetwork will be erhancedin orderto create more prominentinstitutions
with higher standards. Steps are being taken to strengthenthe financial amd
administrative aubnony of universities. The review of the Universities Act will
provide universties with beter opportunitiesto apply modern human resources
policies, improwve the qudity and effectivenessof teachingand reseach, and
strenghencreaive andinnovaive researchandlearningenvironmentsUniversities
with a higher degee of indep&dencewill be able to succeedintemationally
Enhancing international adivities and encouragig closer dialogue with other

stakeholdersn scciety will alsohelpto diversify universties finances.

Research training will be transformel in order to facilitate a more sydematic
approah to training in both reseach schoolsandotherorganisatons In additionto
subjed areas, experise produed by researchtraining will include key skills
requiredin working life. Universites will implementa four-tier reseach caree
model, which will increase transparencyand facilitate carer planning. A similar
taskbasedsystemin otherresearh institutionsandin the private sector,alongwith
a broaderinterpretatiorof achieving work meiits, will encouragamobility betveen
sectors.Hence,a careerin researb will be basedon a broaderdefinition in the

future.

The objective of the strucural devdopment of sectorreseach is to upgradethe
entire reseach capacity and utilise it more effectively. Sedor reseath institutions
will be transformed into interndional resarch organisations,which have a
multidisciplinary focus and produe findings of greaer social relevance.Research
institutionswil | work closdy andinnovativey with higher educationorganisations
and regional centresof expertise producingknow-how that will suppot regional,
national and global decsionmaking, ensuring Finland's broadbased

competitveness.



11

The structural reform of sector reseach will be preparedso as to alow the
Governmentto agreeon the necessarystructual reformsfor researchnstitutionsby
theendof 2008,aslaid downin the GovernmenDecisionof 28 June2007on sector
research.

The role of vocationaltraining in the innovation systemwill be strengthenedin
accordancewith the vocatond collegestraegy, measurewill be takento enhance
the service capabilty and structuresof training providers.Work-basd learningwill

be broadenedand linked more closely to training and workplace devdopment
initiatives. The objecive of the above strategiesis to help training provides
establish training anddevelopmentseavices,which encouage innovativeproducion
and service ideasin businessesnd workplacesand createnew business basedon
innovation. Cooperabn betveen training providers and stakeholers in regional

devdopmentandinnovaion adivitieswill bereinforced.

An oveall reform will be carried out in vocational adult edwaion (AKKU),
systamising the currenty fragmenéd admnistraton, financing, legislation and
benefits.This reformwill covervocaional adulteducationadulteducdion provided
by institutions of higher eduation, employmet policy adult education and
peronnel training. It will promote professonal mobility, along with efforts to
lenghencareerandmatchdemandto supplyin working life. The projectsincluded
in the overall reform will be preparedin time to allow theirimplementationfrom the
beginningof 2010.

For sometime, the key objective of Finlands economicand employmentstrateg
has been to strengthe growth potential by increasng researchand devdopment
efforts. The targetset by the GovernmentProgrammeis to increasethe share of
researchand developmat to four perceat of grossdomesic product by 2011, of

which over two thirds will consttute researchand developmeninvestmentdy the
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privatesector.In line with the GovernmenProgrammefunding for public reseach,
devdopmentand innovation will be primaily allocatedto the servie sector smal-
and mediumsized enerprises, and nationaly recognisedkey researchfields.
Uniform nationwide criteria will be applied to the funding allocation. The
Government Progranme also emphasisesthe need to allocate resourcesfor
promoing internationalacivities andexports,while highlighting the significane of
R&D and demonstrion project in renavable energy and other environmental

technologiesamongotherareasof innovatve activity.

Accordingto a preliminay estmat by Statstics Finland, the total spending on

researchand developmat exceededEUR 6 billion in 2007, accountingfor some
3.36 percent of grossdomestic product. The government'shareof this total was
EUR 1.7 billion, representig 4.5 perentof thetotal budget andjust underl percent
of grossnatonal produd. In recentyears,companiesR&D spending hasdeveloped
favourdly in manysectors,such asthe electonics, mechanical, metalandchemical
industres, and the servie sector.Statistics Finland's preliminary datasuggess that
privatesector’s reseach and produd developmenspendingn FinlandtotalledEUR

4.3 billion in 2007.

In order to achieve the GovernmentProgramme'starget, public researchamrd
devdopmentexpenditure mustbe increasedaignificartly, by EUR 400-500 million,
towardsthe endof the currert termof governmentCompaniesnustalso significally
increaseheir researh and devebpmentefforts in Finland in orderto achieve this

targe and maintaintheratio of private andpublic fundingatits currentlevel.

Despitethe growth in R&D beingcarried out abroad,companiedargely coninueto
conductresearchin Finland. According to a Confederatn of Finnish Industries
investert survey,the shae of domestic R&D spendingaccountedor just overhalf

of the total busnessinvesment in researchin 2008. A major shae of the research
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and devdopmentefforts carriedout by Finnishcompaniesbroad takesplacein the

EU, butadivitiesareincreaing, paricularly in innovaion centresoutsideEurope.

The questionof how well the EU succedsin it economicandinnovationpolicy will

be a decisivefactor in Finland’s future suaess,and Finland must therefore be an
active participant and actorin the developmenand targeting of the EU’s research
and innovaion policy. By leveraging the oppotunities provided by the EU's
innovation policy, we will strenghen and diversify Finnish innovation activities

while promoting Europe'sdeelopmaent into a leadingknowledge-basd economy.

Finnishresarchorganisatbnsandcompaniesavebeen succesful in competingfor
projectsin the EU's researh programmesand Finlandis clearly a net recipientin
termsof the EU's R&D funding. The countryis also actively involved in seveal
new initiatives concerning the Europeanreserch and innovation policy, in areas
such asintensifying cooperéion betwveen natioral R&D programmesandpromoing
Europeantop researc{ERC, JTI, EIT).

Drawn up during Finland'sterm of presidenyg, the EU's innovatbn strateyy has
provided a significantopenng, harmonising innovationpolicy measireswithin the

EU andpromoting their deteminedutilisationin achieving the Lisbonobjectives.

Finland has actively sough parnershipswith the world's leading centres of
innovation.Bilateral coopeation with countriesoutside Europewill be increased
particularly with countries boastingleading tecmological advancesand emergirg
econamies,such asChinaand India. The internationalFinNodeinnovaton centes,
which havebeensetup in China, the United States,Russia and Japan represent
new kind of partnershipmodd. An investgationinto settingup aninnovationcentre

in Indiais alsounderway.
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3 Basic choicesin the development of innovation policy

31 Vision for innovation activity

Innovation-based development of productivity: To increaseeconomc growthand
enhancewellbeing, innovatio-based,sustainalle improvementof productivity is
required, on an extensive basis in enterprisesand other comnunities. This
requirementwill gain in importan@ asthe work input declinesand the populdion
ages. The targd status seesFinnish enterprisessucceedingand growing on the
internatonal market due to ther competitive strength, which will be basd on
expettise and the enhancenent of productivity. In addition, the public sector must
actively reform its service systens and opemating 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

businessesnd the public sector.

Pioneering in innovation activity: In orderto succeedFinland mustleadthe way
on a global scale in sdected secors of innovationactivity. Finland mug be able to
geneate globally significant added value and attract both skilful experts and
invesorsinto the country.Accordingto its targetstaus, Finlandmustmeetits social
chdlenges through a comprehensive, consistent innovation policy across
administrative boundaris, paying close attentionto both technologicaland non
technologicalsectors of innovation activity. An attitudinal environmentmotivaing

credivity will support the broad-baseddevdopment of innovation.

3.2 Competence base

High quality teaching,researchand developmengctivitieshaveformedthe basis of
Finland’s succes. However,the rapid exploitaon of new competeniesis moreand

more oftenrequiring the atainmentof a posiion asa partnerin networks thatcreae
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knowledgeandcompeénce while acessto top networksis requiring the ownershp
of uniquecompetenasin exchange Accessis deniedto free-riders, andthoseleft
outdde networksfall behind. Buyers of competencewill only be able to reapthe

benefitof newcompeénciesatalate stagethandeveloperof competence

An extensivearrayof one’sown conmpetenciesalso formsthe basisof the ability to
recave knowledgeand competene geneatal elsewhergand of recognisingnen
opportunities.The fact tha innovationsoften alise asnew combindions of various
competenciescrossing disciplinary and industry boundaies only serves to

emphassetheimportanceof anextensivecompetencéase.

The types of knowledge and compeénce which are valuable to innovation are
genegated in many ways and by a host of factors. While the knowledge and
competenceexploited may arise in a sdentific community, the broadbased
innovationconceptemphasiseghe significanceof individuak, enterprisespublic
operators and use commurities as produe@rs of knowledge and competence,
alongsdetheworld of academiaesearch.Arts andthe naure alsoprovideimportant

sourcesof experienceandnew ideas.

3.3 Basic strategic choices

Traditionally, Finland’'scompetitive ability hasbeenstrongandwe mustcontinueto
maintan quality educaion, sizeabk investmentdy enterpisesandthe public sector
in reseach & development and well-functioning Finnish institutons. This solid
competencebasis, createl by Finland throughinvestng in educationand research
mug not only be preservd, but further reinforced. However current strengths will

not sufficein meetingfuture chdlenges.

To attan strategic goals, Finnish innovation environment must be capable of

creaing novdty andmaking choices. Thefollowing four basc choicesarepresented
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in the strategy:innovaion adivity in a world without frontiers, demandand user

orientaion, innovatve individuak andcommunities,anda sysemicappoad.

Finland’s innovation strategy - Focal points

M WORLD Participation
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[\ /]
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Individuals and v/
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innovation management

Figure 1. Basc choices andkey developnert areador theinnovaton straegy

Innovation activity in a world without borders: The succesof enerplisesand
regionsdepardson their ability to postion themsebesin global networksand,in the
role they havesekectel, to producemore addedvalue thanothers.Only companies,
regions or communites able to produ@ addedvalue are patners worth taking

seriouslywhich areableto attra¢ otheroperates throughoutheworld.

To someextent, the sucessof Finnishinnovationpolicy canbe quantified in terms
of the quantily of investnents expets andenterpriseenteringFinland.Finland can
only succeedn the global marketfor expertsand invegmentsby construting a
well-known, renowned brand based on strategic choices, stateof-the-art

competenceanda compditi ve innovaiton environment



17

» Connectingand positionng Finland in the global knowledgeand value
networks requires ability to participate and influene these networks,
international mobility of experts and determned developmentof the

attractivenessf the Finnishinnovation environment

Demand and user orientation: Innovation actvity no longer abides by the
traditional logic of invention. Rathe thansearchingor custonersfor new products
and inventions in anincreasingnumberof cagesnew solutionsare beng sough for
cugomers.Conpetitive strengthis often basedon the ability to realisethe needsof
cugomers,consumersindcitizers beforecompetitos do, andto offer correspomling
product and services.Various forms of open and public innovation activity are
gaining groundalongsiddradti onal, closedinnovaion adivity. Policies mud create

the preconditonsfor the emergenceof openinnovaton environments.

In Finland on averageinnovaive enterpiisescooperatevith cusbmess to a greate
extent than in many other EU counties. Value chains are being steeredfrom
cugomers and consumerstowards producersand developergatherthan vice versa.
Innovdion policy mustadaptto this changein innovaton activity andaccelerateats
pace. Attenion must be paid to the quality and deph of coopeation, and the

creaion of markes for innovatve soluionsmustbe promotd.

Traditiond innovaion policy has focused on the dewlopment ard
commercialisabn of new technologies, and successeshave been measured
primarily by developnent investmats and technologicaloutput. A new, broad
based innovationpolicy will emphaise the devebpmern of productsand services
meeting the needsof customersand the strengtheningof uses and develpes’
mutual developmehwork. There is room for improvementin Finland, paticularly

as coneernsthe devdopmentandintroductionof user-orientedserviceinnovations
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Particularattenion shouldbe paid to enhancinghe productivty of the public sector

throudh the developmenof savices andservicecapabilities.

* Innovationsteeed by demand,paying attentionto the needsof custoners,
consumersand citizers in the operatons of the public and private sectors
alike requires a marketwith incentives and sharedinnovaton processes

betwe®a usersanddevelopes.

Innovative individuals and communities: Innovativenesss basedon the skills and
credivity of individuals. Generaihg innovatons requites a sufficient quantity of
information on phenomenacusibmers, technologies,intellectua property rights,

previoussolutionsandoperding modes.

Innovdion policy meandndustrialpolicy. In many casesgentreprenairs are the ones
who areable to combineideas,the ability to takerisksandotherrequired skills with
a clear view of custoners’ needs. In Finland, entrepeneurshp activity has been
foundwanting,andits developnentcalls for measureshat also pay attentionto the

novel attitudesof newgeneationstowardsentrepreneurship.

Increasing) often, innovatons are createdat the interfacesof variouscompetence
areas. In an operaing environment which is fruitful in terms of innovaions,
individuals with different backgroundswork on the same problems. Innovatve
communitiescan consttute closeteans meetingtogether,or more looselycoupled
communitiesworking as a network. The succes®f innovativecommunitiess based
on shaing competene arnd knowledge, and the ability to combine various

pergedivesandapproache.

Innovdion communitesandcentres areincreasingly internationalWhenknowledge

and communicationtechnology is utilised, global knowledge communities are
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formed. Enterpri®s, too, are increasngly resrting to open communities in

innovationactivity.

International examplesindicate that innovationactivity is being centalisedand is
finding its way to regions and localities offering sufficient preconditionsfor
innovationactivity. Insteadof naional innovationsystems,innovaton ecoystems
and innovdion centresare attracing attention,beinglocaly andregionallyfixed but
globally networked. They combing in a fruitful manner,needsandideas with the
abilities requiredto implement the latter. The dynamicsof such ecoystems are
based on communitiesvherethe prevaling culture favours cooperationknowledge,

the sharingof ideasand will ingnessto takerisks.

We mustfind a way to creae globally networkedinnovation ecosystems, which can
be adaptedto Finnish condtions and which help Finland to capitalise on its
strenghs. By internatonal standads, Finland boasts exceptionally close links
between information providers and users. Overal, paitnerships with other
stakehotersare particularly commongace in innovatve businessesOn the other
hand,we arefalling below par in several areas.For example,we lack the top-class
servicesrequired to commercidise ideas rapidly and createnew stat-ups. Venture
capital investos who ensurethe rapid growth of startup firms with sufficiently
large investmentsoperaé in suc@ssful ecosystms. Another group of significant
operatorsare businessangels,who placetheir wealth of experenceandnetworksat
entrepreneurs’disposd. In these areas, Finland is trailing behind interndional

devdopment.

* Individuals and innovative communitiesplay a key role in innovation
processes. Innovation capablities and incentives for individuals and

entrepreneurs are critical succasfactorsin the future.
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Systemic approach: In orderto mee global challengesjnnovationpolicy mustbe
broadbasd and compreheasive. Piecemeal policy measues will not suffice in
ensuring a pioneeringposiion in innovationactivity, and thus growth in national

productvity and compditive ability.

A systemicapproachwill consttute a key conceptin implenenting a broadbased
innovation policy. Such an approath would constitutea comprehensiveoutlook,
which would be essatial for instan@ in solving environmental problems,enhancing

the efficiency of public services,andconstructingegionalinnovationcentres.

Insieadof partial solutions,the comprehenise reneval and structuraldevdopment
of entire systemsis cdled for. Degyer coopeation is also required from the
administrationand innovaton policy. A sucessful, broadbasedinnovation policy
requiresthe renaval of all political sectors,the lowering of sector boundaies and
closercogperation.Demandon nationallevel andthe customertorientedactivities of
thos implementing the policy mustalsobereconciled. All of this requires stratedc

managementvithin the public administration.

Devebpmenteffortsaiming at influentialreformsacrossa broadsped¢rum must be
implermrented on the basisof nationaly — or even globally — uniform standards.
Standads that facilitate the extensive utilisation of innovatons can develop either
from the baseup, via individua developmentprojectsand their rapid spread,or
traditionally from the top downwads. Both cases call for close interaction on
national and local levd, and a clear division of duties, wheras the validation of
traditional standards requres attention to practical experence ganed from trial

projectsin thefurtherdevelopmentof the standard.
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» The exploitation of the resultsof innovéion activities also requires broad
baseddeveloprent activities enhancig structural reneval and determined

managemerf change.

4 The Gover nment's development guidelines

1) Reinforcing the competence base

The attractivenessandsuccessof Finland’s innovaton envionmentrequirea broad
solid compeencebasethat reatesinternationaltop level in selectedsedors The
maintenanceandreinforcanentof competencieform the mainfocusthroughot the
action plan: R&D projects and work-driven training and developmentservices
efficiently generge both new competence, netwoks diseminatingcompeence,and

theinfrastructirerequiredfor constru¢ing the compeéncebase.

Theeducaibn andresearh systemwill be devdopedasawhole,in orderto increag
competitvenessand wellbeing in Finland and to foster culture, creativity ard
knowledgecreation.Furthemore the Govenmentwill guaanteenationwideequal
opportunitiesfor receving high quaity education,from early learning to highe
education. The Governmeris targe is to increasegeneré educatonal and skills
levds in orderto improveFinland'srankingamongthe higheg in the world. Special
attentionis beingpaid to cortinuousefforts to raiseeducationaktandardsensuring
quality at all leves of eduation and training. Enhancingthe quality of educdion
and researh, while improving effedivenessandefficiency, can be achievedonly if

the changesin the operational environment are taken into accountin the
devdopmentof the schoolnetwork, the training provider network and the network
of highereducaton insitutions. The challengesof providing the skills requiredin

working life, and tackling the changesin the age structure,will be reslved by
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improving the adult education sysem and strengtheningthe adult educaion

functionsof highereducaion institutions.

Innovdive acivities increasingy take place in netwoks, where resarch and
devdopmentare closdy entwinel with practicalproductionand servicefunctions.
Consequentlyinnovaton canread all areasandlevelsof working life, while higher
standads of professionalskills and expertiseare required in al pars of the
innovation chan. Broadbase fosteing of the competence base cals for
strengheningvocaional training provison, alorgside improving higher educdion
provision and sectorresearch. The as®ciatedsewrice and developmentnitiatives
mug recortile the needs of working life. The measues mentoned above will

support the rapid adoption of new sevice and productinnovationsand innovative

work-life initiatives.

Finland's eduation systemwill continue being developd in an
integratedmannersoasto provide beter suppot for the progressand
reform of a conpetiive, broad and diverse competencebase while
leveaging Finnish production capacily as muchas possibé. In terms
of Finland’s future succes, internatonal top level expetise will be
maintained and dewlopal in key secbrs. Vocational training, in
conjuncion with the associagd service and developmeninitiatives
aimal at reconcling the needsof working life, will be enhanced

alongsde higheredua@tion provision.
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2) Broad-based innovation activity

Successfulinnovations are usualy basedon the open-minded combnation of
variouscompetenciesywhile too narrow a conceptof innovationadivity resultsin

part of innovaton potential remaning untapped.

Correspondingly,Finnish innovaion activity has largely been concentratedon
industral secbrs and focussedtoo narowly on the exploitation of scientific-
technologicalexpertse The introduction of broadbasedinnovation activities in
Finland is impededby the fac that a numberof low productivty branchesof the
industryandthe public sector havenot yet systematichiy utilisedinnovationadivity
in the developnent of their operaions and productivty. Incentivesenhancingthe
broadbased natureof innovaton acivity will assi$ in the hamessingof this latent

potential.

Various innovation activity incenives must be targetedso that, comhkned, they
facilitate the achievenent of the highestpossiblelongterm benefitsfor the national
econany andsociety. A systenatic analyss of the intemationdly bestperforming
incentvesfor startinginnovaton adivity (e.g.tax incentives,incentves targete at
hiring reseach and dewelopnent personnel, or incentives for the transer of
expettise) could offer new opportunites for complementingthe portfolio of
measuresusa in Finlandin the approprate manne. However, it is important that
the devdopmentof prospetive newinstrumentse limitedto optionsin whosecase

it canbeforecasthattheywill bringaddedvalueto thetotality of formerincentives.

Incentives and dewlopment measures targeted at busines,
management,operaing methods, desgn, creaive industies and
service and sodal innovatons will be strengtlened.New incentives

will be createdin order to launchinnovationactivity in enterprisesin
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all sectors where innovaton activity might play a key role in

enhancingperformance and produdivity.

The entire public innovaton and bushessdevelopmenservicesygem
will beupgradedsoasto improve the productivityand compeitiveness
of the national economybranchesof industry, businesss in different

sectors andregions andthe public secbor.

Finland will be transformedinto an experimental socidy, able,
throughits soundcooperaton andinnovationenvronment,to produce
internatonally competiive innowations in systemic programmes
leadingto extensivereforms. The public secor will be encouragedo
bemmean active devebper of innovatons, which is equally active in

applyingandintrodudng them.

The innovaion-basel development of productiviy and wellbeing requires a

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

Indeed,within the innovation environment, quality of working life emergesas a

critical succes factor, with a dired influenceon the efficiency, productivity ard

quality of operatiors. Innovaton acivity, like other competencéasedhigh addel

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

commitmentand enjoynentof work.

The perspectiveof working life dewelopnent will be included as a
coherentpart of innovation policy and the systemfor financing and

promotinginnovations,.
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3) Inter nationalisation of the innovation environment and oper ating in a world
without borders

Devebpment needs in promoting the international aspect of innovation are
manifold. The interndgiona mobility of researchersemainslimited and is even
expeliencing a downwardtrend. Research and developmenfctivity carriedout by
internatonal compniesis on a low level in Finland, and this country does not
attract enoughinternatonal innovaton investments in other regpeds. Not enough
internatonal expertsfind their way to Finland,nor arewe suffi ciently able to exploit
the diversified expertise and multiculturalism of peoplewith foreign backgrounds

who resdehere,in the devebpmentof Finnishinnovation environment

There is no point in redevebping technologiesand competenciesn Finland which
are eadly availablein the outside world. It is important that companies and other
organis@ions are quickly and essily able to acaquire up-to-date information
competent resoures and technology across geayraphical, discipline-based
technologicabnd industrid borders.

The principles of public research, devéopment and innovaton
financing will be transformedso as to meet the demands of a
borderless opeating environment.This meansstronge incentivesor
international networkingandrisk-taking bothin Finland and overseas,
while ensuling that investmerg in innovationadd valueto the Finnish

economyandsociety.

Special challengesin reinfordng participation and influence are related to e.g
researchdevelopmentand innovaion cooperationin the EU. While Finlandis a
preferredpartnerthat participates actively in variousforms of cooperationijt is not
profiling itself sufficienty as an influential force or in taking the initiative. In a

global operding environment, having an influene on a Europeanscaleis not
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enough. Parnershig and cooperaton frameworksare essential alongsideleadirg
innovation actvity hubs and pioneering markets, regardess of their location
CooperationnitiativesexistalongsideopeaatorsoutsideEuropebut suchoperations

are fragmentecandonasmallsale

Proactivelyandin atargetorientedmanner,Finland will endeavour
to influencethe devebpment of the EuropeanResearctandInnovation
Area (ERA), sothatit is establishecisa European singlemarketfor
resarch, developnentandinnovationactivity, and sothatit reinforcs

and complemets the Finnishinnovationenvironment.

The ability of the innovatbn financing and senice organisationsto
exert an influence in international innovation networks will be

reinforced.

Coopeation and partnerships will be reinforced worldwide in the
areas of the emergingeconomiesand innovation most intereging to
Finland, for instan@ through strategic partnerships, bilateral
agreemats on scietific and tednological cooperation and the

FinNodenetwork.

As the populaton ages, employmeét and competence based immigration is
bemming an increasingly important sucess factor for innovaion activity in
Finland. Finland’sattracivenessas animmigration targetcould be improved, above
al by revising personaltaxaion to a competitive level in compaison with
competing countries. The dewlopment of the attitudinal environmentwithin the
residentialand operaing environment is also vital. Multiculturalism and pluralism
would enhancethe atradivenessof the innovaton environnent andthe creationof

innovations
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The Finnish innovaton envionment and working life will be
developedn order to transorm Finland into a recognisé, attractive
location for research, product devéopment and innovatiortbased
business,and a living envronment that promotesdivers culturesand

value sygems.

Personal taxation will be revised to improve intemational
compditiveness In order to expedie competenceand employment
based immigmtion, an active immigration policy in line with
internatonal best practices will be created. The incentves for
internatonal mobility, and the related targets, of researchers and
teaching staff at universities, other higher educationalinstitutions and

researchinstitutionswill continueto be strenghered.

4) Strong and networ ked innovation centres

Finland faces specia challengesin reconciling various regional, national and

internaional initiatives in orderto createhubsof expertise Finland hasonly made

minor natonal choices of enphass binding on various actors of the innovaion

environmentand, for the time being, thesechdces have playeal too insignificanta

role ascriteria for targding resoures. Interactive innovaive communitieshavenot

been exploitedsufficiently, nor hasFinlandinteraced closely enoughwith top-level

internaional hubsin the EU andotherpartsof the world.

In Finland,researclacivity is diverseand,on avelage,of high quality, butresearch

yields too few top results that would function as specid competitive assets.
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Furthernore, too few expertswilling andable to estabish themselvesiskey players

in globalinnovation networksare emergingn stratege fields of researchn Finland.

The speciaisation of regionsin their strenghs will increasetheir critical massof
expettise andimprove ther ability to link with expertiseandvaluenetworksvital to
their own devebpment. Furthermore, regonally decentalised research
devdopmentandinnovaton adivity will becomea nationalresoure when pooled
into neworkedinnovaton communties. A county of Finland’ssizecanonly hosta

fewdiversified,intermationdly conpetitive centres of innovaion.

Nationally and internatonally networked centres of innovation will create
opportunities for companies throughout Finland to benefit from interndional
businessnetworksandsourceof expetise

Agile centres of innovaton, both contentbasedand regional, will be
set up in Finland. The objedive of this initiative is to transform
Finlandinto oneof theworld’s leading countiesin innovationactivity
in chosenareas. Innowation hubs crossng industrial sectorswill be
preferredpartners in internatonal networksandplay a keyrole asthe
basis for Finland’s international visibility, attractivenes and fruitful

innovationactivity.

On the basis of national strategic content choices and the local
strengthsof regions,a numbe of strongregional innovationhubswill

be creatad with world-classoperatingervironments.

Financhg programmesintended for centres of innovation (e.g.
Srategic Centes of Excellence (SHOK), Centre of Expertise

Programme (OSKB, the cohesion and conpetitivenessprogramme
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and EU funding instrumens) and other developrent measuresfor
creating attractive opeational and living environments will be

reconciledwith eachother.

As the global compditive situaion and operatig environmentchanges national
choices mug undergo continuous critical asgssnent and updating wherever
necesay. On the othe hand,choices mug be madewith along-termfocusin order
to enadle enteprises and other organisationsto plan innovaion investmentsin
sufficiently predictabe condiions. A longterm approachis also necessry as
regardsthe targetingof straegic reseach. The definition of focal points must pay
attentionto the overal view of the opportunitiesaffordedby variousareas,and ther
innovationpotential

A transpaent, extensiely interactive process capitalisng on the
results of foresight will be created for the preparation and
maintenanceof national focal point choicesas part of the measures

initiated by the newReseart and Innovaton Council.
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5) Inter nationally competitive system of training and higher education

The reform of universities, polytechnicsand resarchinstitutons requiresmodern
managementand adninistration alongside broader economic independence.
Dramdically intensfying compettion is forcing highereduation andresearchunits
to implement reforms, since the most talened students, erterpriees’ resarch
acquidtions and financing will seé the besttargetsin terms of their own goak,
regardles®f geograhical boundares. A moreopenapproachwill bothcongitute a

necesity andgeneatemgor potental for Finland’sinnovationenvironment.

As partof theinnovaton system the strategictasks of vocatonal training focuson
the provision of relevantand high-standardvocationalskills in orderto mach the
requirement®f industryand working life in generalwhile ensuringthe availability
of labourforce.In addtion, the role of vocationaltraining will gainin importancein
thedevelopmenof savices for industiesandotherworking life, sinceopportunities
to enhanceindividud competenas, work and workplace communitiesshould be
promoted alongsidedevebping vocaional net skills and suppoting innovationand
devdopmentcarriedoutin businessesand workplaces In orderto be ableto support
the innovaion system training providersmug eitherbe large enoudp, or otherwise
have a robug capaity enabling them,to provide vocationaltraining, coveiing all

vocaionaltraining servies,devebpmentmeasureandteachingunits.

Finnish educationalsystemwill be developel so as to strengthe the
general level of compeence and supportthe developmentof special
talens. Internationality, interactve skils, entrepeneurshipcreativity
and innovation will be introduced at the core of teaching. An
internatonally top-level devdopmentenvironmentfor learning will be

created in Finland. Incentves and opportunities for proactive
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individual schooling and continuouslearning will be enhancedin
working life. Methodsof antidpating demandfor labour force and
training will be reviewe so as to improve opportunitiesto align
training with the neals of businessesand individuals by usng
guidanceand decisioamaking processesAn overal reform of adult

educatonwill beimplemented.

Researchettraining will be reviewedin order to enabk career paths
for reseachersand guarante a sufficient numberof researchergo
match the neals of the enire reseach and innovation system.
International cogperation and mobiity of researchertraining will be

increased.

The researchcapaciy of universties and reseach institutionswill be
enhancedwith respectto the focal points of the national innovatin
policy. The universiy reform undervay will be implemented,
organisingresearch insitutions and higher educationestablifimens
into larger, moden entitiesin termsof size,managementhe ability to
change, resourcesand adminstration. Closer coopeation between
universities and researchinstitutions will be enhanced.The steging
and finarcing sygem of universities will be renewedin order to
support training and research standards and effectveness, and
interacton betwe@ universities, trade and industryand other parts of

society.

Therole of vocational training in innovation systemsvill be
strengttenal by devebpingthe sevice capability of training providers

and the structuresof provide networksn line with thevocational
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college strategy expandingwork-basedearning,andlinking training

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

A compréhensiveinnovaion and growth companypolicy is a centa meas of
supporting the developmet and internaionalisation of innovaive companés. In
mog casesan experiened venture capital investor,committedto the devdopment
of the enterpriseby using his own capital and expertise,is bestable to supporta
small innovatve growth company.Partial public funding plays a key role in risk
sharing in such a way that the ratio of expeded profit and risk relatedto the
investert becomesaceptable for a private investor. Growth can also be
encouraged throughchangego growth companytaxaton andotherreguldions (for
instancejnsolvencyand bankrupty proceduresindthe relatedlegislatior), with the

objective of building aneasystan which fostersgrowth.

In a successfuinnovaton environment, privateinvestorsandinvestorswith a public
badkground work in partneship. Public operatorsmust be able to offer growth
companies comprehensivebusinessfinancing, integrated service produds and
flexible cooperabn betveen paries in the servicechain. Basic growth enterpise
servicesare devdoped throughthe Enterpise Finland serviceconsepton a needs
based and nationwde approat. Top expertiseshould be introducedto the process
of assesing the ideasproducedby institutions of highereducationin termsof ther
valueto bushess,and to further devdop suchideasin orderto creategrowth stat-

ups.

Businessdevdopmentsevices and incubatorswill particularly target
thosecompanis which strive to generaterapid growth. The service
system for growth companieswill be devebpedasa whole,sothat the

roles and offerings of public opegators form a clear entity.



By meansof taxaion, expeiencal capital invesors and business
expertswill be motivatedto committhemselveso the developmenof

enterprisesaiming at rapid growthandinternationalisation.

Conpany taxation and insolvency legislation will be developed so as
to encouragesmall innovative businessesto generae growth and take

risks,andto createprospecs for serial entrepreneurship.

New forms of operationwill be estabishedto erncourageinternational

venturecapital andexpertiseto find its wayto Finland.

7) Strengthening demand and user orientation

Even on aninternation& scak, the useof competitive and matket incentivesas an
innovation policy tool is a relaively new phenomaon. Therefore, no tried and
testedcompletemodek for implemening suchincentivesare easilyavailable.This
situation also offers the opportunty to developthe Finnish operting environment
into a pioneering one worldwide in terms of competitiveand market incentives.
Existing strong netvorking and innovaton orientation of Finnish enteaprises,
funding organisabns and public authorities offer an intemationally attractive

platform for coopeation requring a systemicappioach.

In Finland, compettive and market incenives have not been exploited
systamaically as part of the portfolio of methodsfor economicand innovaion
policy. Neither has innovaton policy singlemindedly supportedthe devdopment

and renewa within the public secbor.
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Conpettion and marketincentiveswill be explated extensivelyand
systemaically in promotinginnovaton activity. Theoperating methods
of public procurement will be developed so that they offer
opportunities and provide the motivation for the performance of
innovativeacquistions. In supportof public sectorinnovationactvity,
clear incentives for innovaton linked to the Government's
performance mangemet and a system of cental government

transfersto local governmenwill becreaed.

Ultimately, lead markets will be createdon the basis of market players own
dedsions, but their hopedfor devdopment can be promoted by methodically
implenenting measuresin support of innovative demand. At national level,
particularly interesting stating pointsfor the preparaion of lead makets exist, for
instancejn the sectorshighlighted by the ‘Paras’ project,launchedn pursuitof the

reform of Finland’smunicipal andservcestructure.

The mgority of condtions influendng the marketdriven exploitation of Finnish
innovationsare definedat EU level. Determinedefforts are underwayin Europeto
establish lead marketsin seleced sectors. Europeanlead maikets are one way of
counteractinghe small size of the Finnish homemarket, cited as one of Finland’s

weaknasesn comparison®f compeitive ahlity.

In selectedareas,lead markes will be createdto promoteFinnish
innovationactivity. Natonal measures,in conpliancewith the
principlesagreedin the EU, will belaurnchedin orderto establishead
marketsin selectedareas. In the springof 2009, the Ministry of
Employmenandthe Economyandthewill draw up a frameworkfor
policy measuresequiredto implemaent the demand and useroriented

innovationpolicy. Basel on the framework an action planfor
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demand anduseroriented innovation policy will bedrawnup under

the Ministry of Enploymentandthe Economy.

The demand and user-orientedinnovation policy will efficiently capitaliseon new
and diversified innovaton activity mocels and developmentplatforms, combining
the needsof useas, consumersand citizens, alongside knowledge,creatvity and
competenceCreatorsdevelopersandusersof expertsewill engag in adiverseard

rich dialogue

Stronger useg and demand orientation will also encouragepublic se¢or reform,
which will takeaacountof the needsof customersusersandcitizens.The objective
of suchdevelopments to allow demandfor andusers of innovatonsto define the
innovationpolicy and estdlish it as part of the nationalinnovation policy entity,

alongsdethe policy defined from the providers’viewpoint.

Even at present,public financing incertives for innovaton activity are targetedat
enterprisesand communties that are thoughtto operatein the manne requiredin
order to geneate sucess,i.e. basedon a demand and userfocus. However, user
orientaion is becomng increasingly importantin the steging of innovationactivity,
while the Europeanregubltory framework, guiding the use of incentives, is
bemming more permssive which is facilitating the devebpment of incentive
systams. Currentincentive systens must be evaluatedand chartedto ensurethat, in
the best possibleway, they save the developmentof demandand use-oriented
innovationactivity. New incertives aacelemate changef pergectivein innovaion
processespringing individuals as end usersinto the core of innovaion adivity.
Therefore, the innovaion potenial of citizens, which previously remaned party
hidden, can now be capitalised on as the driver of developmentin the national

econany andsociety.
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The national supply of public expert and financing serviceswill be
updatedto meet the needsof demandand use oriened innovaion
activity. Moreo\er, newoperatng formsand incentiveswill be created
in support of the broadbased interaction required for genuinely

demandanduseroriental innowvation activity.

The expertisein intellectual propety rights of an enteprise or other community,
particularly asregardsthe protection of strategicaly importantknow-how, is one of
the key succas factors in bushess. Suaes in rapidly changinginternational
innovationcommunities cdls for a greaer ability to seked a suitableexploitation
model and protect one’s own immaterial experti®, than that currently held by
SMEs.

Reguhtionspertainng to the protection of intellectual propertyrights have a major
influenceon how well the operding environmentis ableto suppot innovativeness.
The Governmeris new strategyon intellectualpropety rights, duefor completion
by the beginningof 2009, will review severalissues including the national and
internatonal development needsof the sygem of intellectual propety rights, and
will present the measureshat must be takenin order to enhancethe level of

competencevithin enteprisesconcernimg theserights.

Theexploitationof intangibleassetswill bedevelopedsecuring the
incentve-baseddivisionof bendit geneatedby the valuenetwork
betweendifferentoperatorsandusers.Practicesfor proteding and
utilising intangibleassés will be revisedin orderto meetthe needsof
diversifying innovaton activity anda global operatingenvironmen
The abilities of SMEsin particular, in protectng andexploiting
expertiseandintangible capital, will be promoedin a mannerthat

supportsopen conmunaland userorieniedinnovationactivity.
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8) Central government's cor por ate steering and a systemic appr oach

In orderto be ableto meetsystenic challenge<ritical to Finland,andfor Finlandto
devdop into an experimertal socety, central government measures must be
managedvith determnation and a strategicorientation,in the form of a consortium.
The Governmat Progranme mustbe a strategythat providesclearerguidelinesfor
operationsand developnent, emphassing key systemicneedsfor reform asregards

Finland’sfuture.

Innovaions of the highestsodal significanceinvolve many different actors amd
administrative branches. In order to achiew such innovations, a nationatlevel
definition of needs(top down) and actorlevel customerforiented preparationof
implenentation (bottom up) must be combinedin an interactive way. Financial
steaing hasa crucialimpad on whether organisaibns launchinnovativereformsin
order to enhancetheir productvity and impact Generallyspeaking,pulic sector
steaing and managerent systens do not include incentivesfor innovaion adivity

thatinvolves risks, nor for broadbased innovative cooperation.

A national cooperéion processfor clarifying the roles of various players in the
reconciliation of evduation, foresight and strategy work in innovdion adivity
would generate synergy benefts for organisationsinvolved in such activity.
Moreover,a significanty more solid reseath-basedknowledgebaserelatingto the
success factors of broadbase innovation acivity is neededto sewe in the
badkground of policy deckions. Since public sector operaions influence the
prerequisitesof innovaton acivity in a multitude of ways, the preparéion of
legislation andotherkey decisionanustpay special atentionto the analysisof these

impacs.
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Inadequatanteraction between innovation activities and the developmentof the
information societyis an exanple of the lack of suficient sysemic developmaet
efforts. Controlledandefficientinfluencingof complex systemic phenomenavithin
theeconomyandsocidy requresthe supportof determinedpublic investnent in the
information socety, methods of anticipating market developments and innovaion

efforts to sugainthe aforemenioned approachs.

The central government’s corporat steeing will be renewedn order
to makeit a worldwide pioneer of systenic reforms. The work of the
CabinetComnittee on EconomicdPolicy will beenhanceds theforum
for the state consortium’s strategic managenent, following the
guidelinesissued by the advisory group appointa by Prime Minister
Vanhanen.During 2008 the advisory group has been mapping out
opportunities to improve decisionrmaking procesgs concernimy
economicpolicies. As part of the reform of the Comnittees remit, the

Ministerof Educationmustbeincludedin the Commitee.

For the supportof broadbasedinnovaton policy decison-making,an expet body,
the Researchand Innovaion Councl, comprising key actors in the sedor, is
necesay. This Councl shoutl manaye dutiesrelatedto the monitoring, asesment,
targeing and recondliation of science technologyandinnovationpolicy, playingan
advisory and preparadry role in supportof the Govenmentandits ministries. The
ResarchandInnovaton Coundl would replacethe currentSciene andTechndogy

Policy Council.

For the purposeof supporing the targeting, montoring, assessient
and reconciliation of science technology and innovation policy, a

Researchand Innovation Coungl will be estblishedon 1 January
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2009 to replacethe former Sdaence and Technobgy Policy Council,

thetasksand conposiion of which havehada narrowerscope.

9) Resourcesfor innovation activity

Investnentsin supportof broade innovationacivities are required both from the
public and the private sedor. In addition, reaching and mantaining internaional
levd of reseach and developrent in the global operdiond environmet. requires
determnedinvestmentdy the public and private sectorin knowledgecreationand

renaval of theinnovaion activity..

Although businesesand the public sector hawe steppedup their R&D efforts, the
targe of afour percentshareof grossdomedic product,in line with the Govenment
Programme hasprovedchallengng. This canbe patly explainedby a higherthan

expecta increasen grossdomesticproductin recentyears.

Since companiedaveincreaedtheir R&D efforts morethanthe public sector ther
share of total investnment now aaountsfor 72 percent,while the shareof public
funding is about to plunge dangeoudy close to 25 perent. This situatin is
endargeringlong-term reseach efforts and coninued resarchand developmenin

risky andcreativeareasparicularly in newfields.

Resoures for research, devéopmen and innovation will be
increasedin line with the Governmat Programme.The amountof
additional funding for the remaning part of the Govenmentterm

will bedecidedn the Government'snid-termreview.
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10) Inter national review of the innovation system

An internationalreview of the innowation systemwill be caried out in order to
identify changesdn structures and operatingmodelsand developmenmeasuresas
presribed in the innovaton straegy. The strategy process,which encouraged
participation and was carried out trangarently, facilitated efforts to identify the
necesay changego the conent of the innovationpolicy. However thes changes
in structures and opeaational modek can be fully introducedonly after a systemat
and compehensivereview of the current stateandcapaciy of the innovaion system

hasbee carriedout

Drawing on internation& top expetise, the objectve of the review is to provide a
diversepicture of the kind of strucural changegequiredto implement the national
innovation stratey guidelines. The objective is to identify the key challenges
concerningmethals, organisatons and resourceallocaton within the new, broad
based innovation policy. Corclusionsconcerningthe developmat of the structure,
administrationand institutions of the innovationsystemwill be drawn on the basis

of thereview findingsand proposas.

In partnershipwith the Ministry of Educaton, the Ministry of Employment andthe
Economyhas begun preparationsfor the review, to be carriedout betweenOctobe
2008 and Augug 2009. Interrational and nationalexpertswill beinvitedto join the
evaluation panel. In parnershipwith the Ministry of Eduation, the Ministry of
Employmentand the Economy will also appointa monitoring groupto follow the
progressof the innovéaion stratgy and the implementationof the realts and
findings from the interndiond evalation in line with the innovation stratey

guidelines
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Baseal on the national innovation strategy, an internationalevaluationof
Finland's innovation system will be carried out in 2008-2009. The
operating modds and strucures of the innowation systemwill be

developedn line with the evaluatioris proposas.



