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Preface

In the fall of 2008 the Ministry of Education and the
Ministry of Employment and the Economy commis-
sioned an international evaluation of the Finnish na-
tional innovation system. As I was in the final months
of my term as an economic advisor at the Bureau of
European Policy Analysis to JM Barroso, European
Commission, and not yet fully returned to my pro-
fessorship at Katholieke Universiteit Leuven (Belgium),
the timing was perfect for me to learn about the fea-
tures of the innovation system that continues to be
admired and imitated worldwide.

Shooting a moving target

The evaluation mission turned out to be challenging
not only due to its considerable scope and shortness
of time, but also because of the several ongoing tran-
sitions in the Finnish system, in part induced by the
new innovation strategy (Aho, et al., 2008) that served
as our starting point; at least four major reforms ad-
vanced along with our evaluation and dozens of new
policy initiatives have seen the light this year alone.
Our solution to this =~ Y’ —+1 « Spreflem was to
employ heterodox approaches and work (partly) in
smaller groups. Despite the evolving nature of the
system, as well as the valuable and welcomed diver-
sity in the opinions of the panel, we ended up with a
coherent joint view on conclusions that should help
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in implementing the Strategy and in steering the system
towards a better future.

Our evaluation «S aés’ outlined in the original
contract notice (ref. no. 2327/420/2008), as well as in
the evaluation brochure, prepared for the opening
press conference on 11 December 2008: The Minis-
tries specifically wanted an independent outside view of
the system. We were to look into the current and fu-
ture challenges and consider whether or not they are
sufficiently acknowledged and addressed. We were
to point out needs for institutional and policy adjust-
ments and reforms, as well as to draw conclusions on
policy governance and steering. Given the short time
and broad coverage of our task, we were to evaluate
the system as a whole rather than focus on individual
actors, organizations, and instruments. In our evalu-
ation we looked particularly at whether public bod-
ies and policies assist and incentivize both public and
private individuals and organizations in generating
and utilizing novel ideas.

In collaboration with the two Ministries, the eval-

uation panel settledon 8’ j1-S’'— 1™ —inthd "+ 1Y’ Z

evaluation (Exhibit 1); the basic choices of the Strat-
egy underlie each point of view. We organized our-
selves into six sub-panels, one for each main point of
view. Based on the work by the sub-panels, we draw
our overall conclusions as the whole panel.

Each sub-panel was led by an international ex-
pert working with two Finnish ones: an academic
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scholar and an innovation researcher representing
ETLA. Given the task and the time, each sub-panel
had to make hard choices as to its approach and em-
phasis; all pressing issues could not be addressed. In
writing the report we have attempted to produce self-
contained chapters, even if this necessarily brings
about some repetition.

Innovation policy remains an art
rather than a science

In the context of this evaluation, we largely took the
premises for innovation policy for granted, even if
we are fully aware that the underlying theories and
empirics remain less-than-satisfactory to effectively
guide policymaking, which poses a challenge.

Society’s interest in innovation stems from its
central role as a sustainable source of long-term eco-
nomic growth and thus improving welfare (Aghion
& Howitt, 2009). Innovation policy is primarily mo-
tivated by failures in the market for information (Ar-
row, 1962). While the central role of innovation and
related policy justifications are both clear and undis-
putable, they become much more fraught with diffi-
culty when considered in detail.

For instance, small open economy considerations
call for adjustments in policy rationales. While this is
indeed frequently acknowledged (Toivanen, 2008), in
reality the employed theories and thinking have not
been adjusted accordingly.

Even if innovation policy should be as dynam-
ic and evolving as its targets, decades can go by with
little real change in policy conduct. Unfortunately, in-
novation policy theories are often mute on how to
adapt and change existing policies into new direc-
tions, overcoming resistance to change.

The perspective of aggregate societal benefits
does receive some attention, but discussion quickly
slips into considering individual public bodies and
their actions. One should more often have an over-
all systemic view of the incentives and actions of in-
dividuals and organizations currently targeted by a
bewildering array of instruments and measures; how
they work in tandem is largely unknown.

The above (and several others) are not just issues
in the scholarly research agenda; they are also prac-

tical policy concerns. Finland is in a unique position
to lead innovation policy thinking globally by filling
these gaps in scholarly knowledge and by providing
the scene for real policy experiments.

Some personal observations on
Finland and the Finns

Finland certainly has more than its fair share of capa-
ble civil servants, which (as a group) seem to be influ-
ential in steering and developing the system. Often
they are not only willing, but also eager to accept new
ideas and rapidly integrate them into policy discus-
sion. Nevertheless, Finland seems to share the same
institutional inertia as other countries when it comes
to implementing reforms.

Curiously enough, there is almost an expectation
of intervention in Finland. The possibility of a gov-
ernment failure in fixing the market is not always
considered in depth. There seems to be a culture of
direct and visible public involvement — on the other hand
there seems to be less trust in alternative more indi-
rect measures. Broader effects, say with respect to
competition or re-allocation of resources, occasion-
ally escape policymakers’” attention. As in many oth-
er countries, consideration of the interaction of the
new (to-be-introduced) and the old (still continuing)
measures is sometimes lacking. Even if there is a host
of available tools (Takalo, 2009), there seems to be a
tendency to stick with the same traditional instru-
ments and sectors. For example, green innovation
seems to be less integrated into Finnish mainstream
innovation policy discussions.

Incentives of individuals and organizations are
often mentioned in Finland, but considering them
is not fully integrated into policy thinking. Cutting-
edge innovative and entrepreneurial activity needs to
engage the best and the brightest individuals and or-
ganizations globally. This is most likely to happen in
countries where their successful efforts are rewarded
appropriately.

Finns seem to be superb at institutionalizing
things. However, more attention should be paid to
steering and developing institutions, once estab-
lished, to meet changing needs and perhaps discon-
tinuing them when they become obsolete. Indeed, in





