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Innovation Center and under the EU Trend Chart Exercise, including Johan Hauknes, Marianne Broch, Siri 
Aanstad, Rannveig Røste, Staffan Larsson, Lennart Norgren, Jennie Granat, Juha Oksanen, Jørgen Lindgaard 
Pedersen, Søren Jensen, Kasper Edwards and  Thorvald Finnbjörnsson. Parts of it has also been used for input 
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1 For relevant Trend Chart reports, see www.trendchart.org. For access to the GoodNIP reports, go to 
www.step.no/goodnip or www.nordicinnovation.net. The Nordic White Paper on innovation can be found at 
http://www.nordicinnovation.net/article.cfm?id=1-853-315.  
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Current innovation policy trends in the Nordic countries 

Systemic innovation policies 
Innovation policies in the Nordic countries are all strongly influenced by the so-called 
systemic approach to innovation. According to this view technological advance and 
competence building is characterized by constant interplay and mutual learning between 
different types of knowledge and actors, including firms, institutes, universities, sources of 
financing, relevant public agencies and more. Innovation is no longer understood as a linear 
process, where inventions are born in the universities to be transferred to industry. 
 
It is now apparent that policy makers must consider other factors that research when 
developing new policies, including for instance incremental improvements of products, 
processes and services, organizational change, company learning processes, and the use of 
design, branding and marketing.  
 
Moreover, research must be understood within the context of the national innovation system.  
Investments in R&D institutions will not help industry, unless there are ways of integrating 
this new knowledge in practical industrial endeavours. Furthermore, there are different forms 
of R&D that serves different purposes. Short term industrial development work cannot replace 
long term university research and visa-versa. 
 
According to this way of thinking public authorities may encourage innovation by 
strengthening industrial learning and by developing efficient networks for the distribution of 
knowledge and personnel. The general framework conditions for innovation, including 
taxation, physical infrastructure, laws and regulations must also be taken into consideration.   
 
This is why we now witness a new interest for the so-called third generation, “holistic”, 
innovation policy in the Nordic countries, i.e. an innovation policy that also includes policy 
areas that are not directly targeting innovation in companies as such. Hence many of the 
Nordic governments try to involve ministries beyond the core area of innovation policy, i.e. 
beyond the areas of industry and research policy. 

Good practice, not best practice 
It has been argued that there is a need for Nordic level innovation policies because of the 
similarities between these countries. Iceland, Sweden, Finland, Denmark and Norway are all 
prosperous, industrialised countries with generous welfare support, well-developed social 
policies, high educational levels, responsible justice systems and stable democracies. And 
indeed, the countries do have a lot in common, geographically and historically. Moreover, 
three of the countries share – for all practical purposes – the same language (Denmark, 
Norway and Sweden). 
 
It would be misleading, however, to conclude that these similarities should be the foundation 
for identical innovation policy recommendations, or that there is a set of “best practices” that 
could be applied successfully in all these countries. Although there are great similarities, these 
countries also differ significantly in four areas of great importance to innovation policy 
development: 
 

1. Industrial structure 
2. Innovation performance 
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3. Public sector 
4. Policy structure 

Industrial structure and innovation performance 
All countries are dominated by small and medium sized companies. However, Sweden and 
Finland have a handful of large, multinational, ”high-tech” companies that strongly influences 
the national innovation performance of those countries. The R&D investments of companies 
like NOKIA, Ericsson, Volvo and ABB explains why these countries score so well as regards 
national R&D-investments as a proportion of GDP. However, it is not clear to what extent 
these investments stimulate innovation in the rest of the business sector. 
 
Iceland and Norway on the other hand has a business sector dominated by small enterprises in 
raw material based industries that do not normally invest much in R&D. According to the 
OECD definition, which is based on company R&D investments, these firms must be 
considered ”low-tech”. This large proportion of ”low-tech” SMEs leads to relatively low 
national investments in R&D. This is the main reason for Norway lagging so far behind the 
other Nordic countries as regards national investments as a proportion of GDP. The fact that 
Iceland now has reached the EU Lisbon objective 3.0 percent is due to the R&D expenditure 
of one single biotechnology firm, Decode, and not that Iceland has become a ”high tech” 
country. 
 
The terms ”high tech” and ”low tech” are misleading, however, especially if policy makers 
imbue them with specific positive or negative values. The ”low tech” companies in the Nordic 
countries, including small firms within the fisheries, aquaculture or the large service sector, 
may be very knowledge intensive and innovative.  However, they learn not by performing or 
buying R&D, but often by buying competences and technology from others. Moreover, they 
innovate by the means of incremental improvements for products and processes, marketing, 
branding, design etc. This does not mean that the overall national investments in R&D are 
unimportant – even ”low-tech” firms make use of R&D based technologies and knowledge 
transmitted by partners, customer and suppliers – but that it is not always sensible for all 
companies to invest in R&D. 
 
National investments in R&D as a proportion of GDP 2001  
Sweden 4.3%  
Finland 3.4% 
Iceland 3.0%  
Japan 3.0% 
USA 2.8% 
Denmark 2.4% 
Norway 1.6% 
 
Source: OECD statistics 
 
Indeed, other indicators give a more nuanced and multifaceted picture of the innovation 
capabilities of Nordic businesses. Denmark, which lags far behind the R&D world champion 
Sweden in terms of R&D investments, have proportionally more innovative companies than 
Sweden, both in the manufacturing sector and in the business sector as a whole. Iceland is the 
best innovation performer if you take the whole business sector into consideration. 
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Number of innovative enterprises in manufacturing 2000 
Denmark 50% 
Iceland 49% 
Finland 44% 
Sweden 40% 
Norway 36% (2001) 
 
Source: Community Innovation Survey 
 
It should also be noted that these figures hide great variations between branches of business, 
meaning that one country may be leading as regards innovation activity in one part of the 
business sector, while it is far below average in another. 
 
The Global Entrepreneurship Monitor shows that the propensity to establish new firms based 
on opportunity (as opposed to need) is as high in Iceland and Norway as in the US. Sweden 
and Finland lags far behind. Moreover, ILO data shows that labour productivity is much 
higher in Norway than for instance in Sweden. 

 
 
All this demonstrates that there is no one-to-one 
relationship between R&D-investments, innovation 
and productivity and that the Nordic countries differ 
along several dimensions. This means that 
innovation policies must be based of a 
comprehensive understanding of how the national 
innovation systems work and that benchmarking 
exercises must include a large number of indicators. 
 
The fact that there are such contrasts between closely 
related countries like the ones in the Nordic area 
shows how useful policy analysis on the Nordic level 
can be. The contrasts make us more aware of what 

makes the each and every one of the national innovation systems unique. 

The Main Characteristics of the Nordic Innovation Systems 
In his report Building Third Generation Nordic Innovation Systems2, the NIFU STEP 
researcher Åge Mariussen assigns the following characteristics to the innovation systems of 
the Nordic countries. The study is based on R&D statistics and the Community Innovation 
Survey. 
 
Denmark has an extremely efficient innovation system, with low input, in terms of 
innovation costs for innovative firms, as well as relatively low investments in R&D. The 
Danish outputs, in terms of turnover created by new products, is extremely high.  The strength 
of the Danish innovation system seems to be a high level of skills among the process 
operators in Danish firms. Moreover, they share their experiences in locally embedded 
networks of craftsmen and industrial operators. Another important factor is the a deep cultural 
knowledge of consumer market tastes. Denmark also benefits for its geographical proximity 
to the core European consumer market. 

                                                 
2 http://www.nordicinnovation.net/_img/building_third_generation_nordic_innovation_systems.pdf 

Labour productivity growth rates 
GDP per hour worked 1980 – 2002 

 Finland 2.7% 
 Norway 2.6% 
 Germany 2.6% (1990-2002) 
 France 2.0% 
 Denmark 1.8% 
 Sweden 1.6% 
 The Netherlands 1.4% 
 USA 1.4% 

 
Source: ILO 
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Sweden is more like Germany and Japan as regards the nature of the innovation system, 
according to Mariussen. These countries are less entrepreneurial, but better at copying, 
improving and developing sophisticated support industries of mature, technologically 
complex products. These countries have sophisticated and advanced knowledge bases, highly 
developed industrial organisations, and company owners with deep interest in technological 
development. However, the heavy investments made in R&D, not least from the public sector, 
do not give as much in return as expected. 
 
Finland has, like Sweden, a process industry background with large and sophisticated 
national clusters in industries as wood and paper, energy, as well as support industries in 
mechanical engineering etc.  The Finish success story of “turning around and charging ahead” 
during the 1990s reflects the Finns’ ability to adapt to new demands, without getting stuck in 
old industrial traditions. 
 
Noway is in many ways still relying on the early success of the 1980s, according to 
Mariussen. The major clusters – the marine, maritime and petroleum industries – were given 
strong public R&D support during the 1980s. The support industries serving these clusters are 
strong. This especially applies to mechanical engineering. Most Norwegian corporations are 
process oriented, focusing on incremental process innovation rather than new products. 
 
Iceland, like Norway, has a strong maritime-marine cluster, where the basic strength is 
process innovation.  However, the Icelandic cluster has reached a much higher degree of 
sophistication in terms of industrial organisation, partly through the regulations of the 
fisheries. The corporate sector is now supported through a brave thrust in the direction of 
R&D driven growth. 
 
 

The structure of the public sector and the policy apparatus 
The EU/EEA membership has made the Nordic countries more similar as regards laws and 
regulations. There continue to be important differences as regards institutional structures, 
however. Sweden is definitely the odd man out as regards the profile of the knowledge sector, 
as the country has very few institutes or public laboratories and relies on the universities and 
colleges to perform non-company R&D. Finnish policy makers puts great emphasis on basic, 
long-term research, while Iceland has universities strongly focused on applied research. 
 
The new systemic approach to innovation policy is centred on the company, and the 
competence base of the company does not fit well with ministerial borders, i.e. the innovative 
capabilities of companies may be influenced by policies developed in several ministries and 
by policy measured controlled by a large number of public agencies. The governments in the 
Nordic countries have therefore become increasingly aware of the need for cross-ministerial 
and cross-sectoral policy co-ordination.  
 
This has led to a large number of organisational reforms, including – for instance – the 
establishment of Science and Technology Policy Councils in Iceland and Finland, a new 
“super ministry” for science and innovation in Denmark, and a new Norwegian organisation 
for the promotion of industrial innovation called Innovation Norway. 
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However, it should be clear from the diversity of these reforms that there are great differences 
between the Nordic countries as regards organisational and political structures and solutions. 
This is partly for historical reasons. When trying to solve coordination problems, the 
authorities face different institutional structures, which again lead to new variations. 
Moreover, the existing structures generate dissimilar challenges, leading to different 
outcomes.  
 
Hence the Norwegians tried solving co-ordination problems in the research policy area by 
uniting all the existing research council into one in 1993. The Danes tried to solve this 
problem on a higher level, i.e. by giving one ministry the responsibility for research, 
innovation and higher education, while the Finns and the Icelanders have pushed co-
ordination to the very top and have asked the Prime Minister to lead a Science and 
Technology Policy Council for coordination of innovation policies. 
 
In some countries innovation policy analysis is mainly performed by public agencies, in 
others by private institutions. Moreover, there are great cultural differences between policy 
agencies and ministries, not only between countries, but also on the national level. Ministry 
and agency departments think and act differently and have different strategies for learning. 
 
That being said, the policy makers in all these countries take part in the same international 
networks for policy learning and policy development, on the Nordic, European and 
International levels (Nordic Council, EU, OECD etc.), which is one of the main reasons 
behind the similarities in innovation policy trends in these countries.  
 
At the moment there is, for instance, a strong interest in risk capital and university-industry 
relationships in the Nordic capitals, which is also the case on the EU and OECD level. 
However, both this areas give us good examples on how the Nordic countries face different 
challenges. The venture capital markets of Sweden of Finland seem to be well functioning. 
The same cannot be said about Norway’s. On the other hand, the need to build strong 
university-industry relationships is probably much stronger in Sweden than in Norway. 
Norway has a large technical-industrial institute sector that can supply companies with 
research and know-how.  
 
That does not mean that the Nordic countries cannot learn from one another. Quite the 
opposite, actually: One country can learn from another country’s success, even if that does not 
mean that one should copy policies indiscriminately. 

Policy challenges 
Given the diversity in the Nordic area, it is not always easy to pinpoint which areas pose the 
most important challenges to innovation policies in these five countries, in the Faeroe Islands, 
Åland and Greenland. 
 
Some have already been mentioned. 
 
In all countries there is a strong focus on innovation performance. To a certain extent this 
interest is reduced to a kind of innovation policy reductionism, where national R&D 
investments have become the significant indicator for measuring innovation. On the other 
hand, we can see a broader approach to innovation in many ministries and agencies, meaning 
a stronger focus on other indicators, entrepreneurship and productivity included, and on other 
forms of innovation, including branding and design. 
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Policy makers in Iceland, Norway and on the Faroe Island tend to focus more on innovation in 
“low tech” industries than their colleagues in Finland and Sweden.  Moreover, the fact that the 
companies in these north-western parts of the Nordic area tend to focus more on non-R&D 
forms of competence building and innovation also means that policy makers in this area seem 
to be more interested in the absorptive capacity of firms, i.e. their ability to learn and interact 
with other companies and institutions. However, there is a strong interest for entrepreneurship 
and small enterprises in all the Nordic countries. 
 
The policies of Sweden, Finland and Denmark continue to be strongly focused on the need to 
build new “high-tech” industries and on the role of university science. However, all the 
Nordic countries have developed new policies for the university sector, partly in order to 
improve the interaction with industry. 
 
All countries – with Denmark as a possible exception – are strongly focused on regional 
development and settlement in non-urban areas. Employment in the agricultural sector – as 
well as in some traditional industries located in the regions – is declining. Hence there is a 
need for the establishment of new companies. This has lead to an increased interest in 
entrepreneurship, tax incentives, general framework conditions and policy measures that lies 
outside the traditional innovation policy area (including topics like broadband connections, 
cultural services, the availability of kindergartens and industries like tourism). 
 
All the Nordic countries have invested heavily in education. Together with their social 
stability, this is probably one of the reasons behind their economic success. However, there is 
a general concern that the quality of the educational institutions may suffer from conservatism 
and a weak orientation towards the business sector. Because of this Nordic policy makers 
focus on topics like entrepreneurship in schools, increased focus on technology and natural 
science and the interaction between university and college research and industry. All countries 
have developed new regulations for commercialisation of university research and most of 
them have introduced university reforms. 
 
Hence, in spite of cultural, political and structural differences, the Nordic countries share a lot 
of interests in the area of innovation policy. Moreover, they all have a need for a stronger 
focus on learning, in companies as well as in the policy institutions themselves. This is where 
Nordic dimension is essential. The Nordic Council and its institutions should contribute to the 
development of policy learning and thus lay the foundation for innovative policy 
development. 

Innovation policy on the Nordic level 

The Nordic Council of Ministers 
Although Nordic cooperation has been overshadowed by European cooperation during the last 
decade, Nordic policy makers still value the Nordic dimension. There are several 
organizations and instruments focusing on Nordic development, some of them targeting 
innovation and research directly. 
 
At the same time the common cultural and historical heritage makes it easier for policy 
makers and industrialists in these countries to cooperate, as does geographical proximity. 
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Nordic co-operation is organized in two interconnected organizations: The Nordic Council 
and the Nordic Council of Ministers. They both cover co-operation between the countries 
Norway, Denmark, Finland, Sweden and Iceland, as well as the self-governing regions of 
Greenland, the Faroe Islands and Åland. The Baltic countries are also increasingly involved. 
 
The Nordic Council is the forum for inter-parliamentary co-operation, while the Nordic 
Council of Ministers is the forum for governmental co-operation. The Nordic Council of 
Ministers actually consists of several individual councils. The most relevant for innovation 
policy are the councils for research (The Nordic Council of Ministers for Education and 
Research MR-U) and industrial development (MR-N). 

The Nordic Innovation Centre 
The Nordic Innovation Centre3 (NICe) was established on January 1st 2004, as a merger of the 
previous Nordic Industrial Fund and Nordtest (an organization for conformity assessment). It 
is organized under the Nordic Council of Ministers (MR-N) and is to develop collaboration at 
the regional level in the Nordic business sector.  
 
The Centre will work primarily for the small and medium-sized companies (SMEs) in the 
Nordic countries. Other important partners will be industrial organizations, interest groups 
and public institutions. 
 
NICe has a special think tank called the Forum for Innovation Policies that is to promote more 
efficient policy-making in this area. The Forum takes as its starting point so-called  "best 
practice" initiatives involving projects seen by the Nordic nations as important in developing 
the competitive and innovative capacities of Nordic business enterprises. In this context, "best 
practice" is not necessarily limited to the Nordic countries, but also has an international 
perspective.  
 
NICe is financing studies of industrial innovation and innovation policy. This report is for 
instance partly based on the GoodNIP project (Good Practices in Nordic Innovation Policies) 
which was funded by NICe’s predecessor, the Nordic Industrial Fund. 

The Nordic Science Policy Council (FPR) 
The Nordic Science Policy Council (Forskningspolitisk Råd FPR)4 is working under MR-U. It 
consists of policy makers from all the Nordic countries. FPR is focusing on four types of 
activities: 
 

• time limited research programs 
• Nordic centres of excellence 
• funds and scholarships 
• Nordic research institutions 

 
The Science Policy Council is to give advice to the Nordic Council of Ministers regarding 
research policy, the education of researchers. 
 

                                                 
3 http://www.nordicinnovation.net 
4 http://www.norden.org/forskning/sk/ 
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According to information given at Nordic Innovation Centre conference on innovation in 
Rekjavik in June 2004, the Nordic Science Policy Council will be replaced by a new 
organization shortly.   
 
The new organization, called NORDFORSK (or the Nordic Research Board) will unite the 
functions of the Science Policy Council with NORFA5, the Nordic Academy for Advance 
Study. NORFA is funding Nordic cooperation within research and research education. 

Nordic research and innovation policy white papers 
The Nordic GoodNIP project6 mapped several so-called “rationalities” or world views 
shaping innovation policies in these countries. The main point is that the conflicts between 
various ministries, departments and agencies are not only a reflection of a struggle for power 
and funding, but also of more deeply founded differences in how the policy makers perceive 
reality.   
 
This conflict of rationalities is also present in the Nordic arena.  
 
In June 2002, the Nordic Council of Ministers for Education and Research (MR-U) decided to 
publish a White Paper on Nordic research and innovation and asked professor Gustav 
Björkstrand, Rector of Åbo Akademy University in  Finland and former Finnish minister of 
culture, science and Nordic affairs  to write the paper. 
 
The purpose of the White Paper was to study the current situation and present specific 
proposals for activities that will aid the Nordic Region in becoming a leading research and 
innovation region on the global level.  
 
Åbo wrote a paper called NORIA that covers organisation, funding, incentives and other tools 
in the Nordic co-operation on research. The White Paper identifies ways of encouraging 
closer collaboration between universities, research institutions, businesses, national ministries 
and other official bodies. 
 
It also contains specific proposals concerning the organisation of Nordic research 
collaboration; Nordic research training, including courses for researchers and research 
schools, Nordic Centres of Excellence, the interaction between research and innovation, 
Nordic joint actions, the proliferation of IT, models for co-funding Nordic initiatives and an 
evaluation of the need for a Nordic Research Fund. 7 
 
The NORIA white book was well received as far as its coverage of the university sector was 
concerned. However, the book is strongly focused on research as the driver of innovation and 
growth. As a matter of fact, the text barely goes beyond the world of basic research at the 
universities, and seems to be deeply embedded in the linear model and what the GoodNIP 
researchers called the “science based rationality”. 
 
Proponents of industrial innovation argued that at white book on research and innovation must 
also cover innovation in the business sector. Because of this the Nordic Ministerial Council 

                                                 
5 http://www.norfa.no/enartikkel.cfm?cid=80&CFID=3199580&CFTOKEN=55066807&lid=3 
6 http://www.step.no/goodnip 
7 An English version is available at 
http://www.norden.org/pub/uddannelse/forskning_hojereudd/sk/ANP2003756.asp 
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for Trade and Industry (MR-N) asked for another white book, this one covering innovation in 
the broad sense.  
 
The Ministers of Trade and Industry therefore decided to instruct the Nordic Committee of 
Senior Officials on Trade and Industry Policy (ÄK-N) to put together a proposed programme 
for cooperation on innovation policy within the sector up to 2010. Bjarne Lindström of 
Statistics and Research Åland (Ålands statistik- och utredningsbyrå, ÅSUB) was engaged to 
carry out the work. A cross-national Nordic reference group with a good knowledge of the 
innovation policy field was appointed to support him. 
 
Given that the NORIA book already covered innovation in the university and college sector, 
this second book focused mainly on industrial innovation. It is clearly based on the “systemic 
rationality”, i.e. a company centred approach focused on learning and network building. 
 
The new Innovation Book presents the following Nordic vision:8 
 

“By means of systematic and proactive cooperation between their national innovation 
systems, the Nordic countries will in future be able to offer their inhabitants and trade 
and industry an integrated innovation environment that is among the foremost in the 
world in terms of available resources, breadth of skills, orientation toward 
environmentally sustainable growth, ability to adapt and policy theory.” 

 
The book proposes the following initiative areas for the period from 2005 to 2010: 
 

1. Cross-national cooperation at the strategic policy level with the aim of developing a 
mutual learning process that promotes a more innovative innovation policy in the 
Nordic countries. 

2. Cross-border harmonisation between the innovation systems operating nationally with 
the aim of creating greater opportunities for companies and other important 
“innovation players” to exploit a broader spectrum of financial resources, contact 
networks and knowledge irrespective of where in the Nordic countries their home base 
is. 

3. High profile “cutting-edge initiatives” in highly visible networks of companies built 
up around products, topics, geographical clusters or innovative ideas intended to 
illustrate the positive synergistic effect of results-oriented Nordic cooperation. 

 
As for more practical measures, the book proposes that  
 

• Set up a Nordic Innovation Policy Group at the highest level with responsibility for 
cooperation within this priority area. The group should be appointed by MR-N, but in 
such a way that the education sector (MR-U) is given the opportunity to appoint its 
vice-chairman.  

• Establish a combined secretariat and networking function in close cooperation with the 
policy development group and Nordic Innovations Center (NICe) in order to carry out 
a systematic evaluation of the Nordic innovation environments. 

• Support the growth of a Nordic-based leading international forum on policy expertise 
and analysis within the innovation policy field. 

 

                                                 
8 An English summary can be found at http://www.nordicinnovation.net/_img/innovasjonsboken_folder.pdf 
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To what extent the Nordic ministers of industry and trade at the one hand and education and 
research at the other will follow up on these reports remains to be seen. The fact that they 
have already established NICe and is reorganising FPU demonstrates, however, that they are 
willing to reform this part of Nordic co-operation. 

Finland 

Present structure 
The Science and Technology Policy Council of Finland – which is chaired by the Prime 
Minister – coordinates innovation policy activities at the national level. The main tasks of the 
council include directing science and technology policy, dealing with the overall development 
of scientific research and education, and issuing statements on the allocation of public science 
and technology funds to the various ministries and fields. 
 
The two most important ministries in the Finnish national innovation system are the Ministry 
of Education and the Ministry of Trade and Industry. Each administers approximately 38 
percent of the public research funding. The Ministry of Education covers 20 universities, a 
network of polytechnics (29) and the Academy of Finland, which includes four national 
research councils. The Academy of Finland is the central financing and planning body in the 
field of basic science and university research. 
 
The Ministry of Trade and Industry is responsible for technology policy and providing 
support for industrial R&D. In the administrative field of this ministry Tekes, the National 
Technology Agency, has a central position in the planning and financing of technological 
R&D. Tekes is the principal source of public funding for applied technological research and 
industrial R&D.  
 
The other significant body under the ministry is the Technical Research Centre of Finland 
(VTT), an impartial expert organization carrying out technical and techno-economic R&D 
work. VTT is the largest governmental research institute in the Nordic countries and has about 
3000 employees. 
 
The other Finish ministries bear the responsibility for research which serves the development 
of their respective fields. Most of this sectoral research is carried out in government research 
institutes. 
 
Sitra, the Finnish National Fund for Research and Development, is a relatively autonomous 
organization that is subordinate to the Finnish Parliament. The activities of Sitra have 
expanded from the original task of financing technical R&D to cover a range of research, 
educational and venture capital activities that benefit the economy and the society at large. 
 
Finnish Industry Investment Ltd is a state-owned investment company, which is administered 
by the Ministry of Trade and Industry. Through 16 regional offices Finnvera, another 
company owned by the state, is a soffering Finnish companies financing services to further 
domestic operations, exports and internationalization activities. Finpro supports Finnish 
companies by helping them to find working methods and effective operational models and 
solutions for internationalization. 
 
In the middle of the 1990s the Finns established new regional Employment and Economic 
Development Centres, TE-keskus. The centres are based on the regional offices of three 
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different ministries – the Ministry of Trade and Industry, the Ministry of Agriculture and 
Forestry and the Ministry of Labour. Here companies will find experts from the regional 
networks of Tekes, from the Foundation for Finnish Inventions and from TE-keksus under the 
same roof. 
 
The Foundation for Finnish Inventions supports and promotes invention work and the 
development and exploitation of inventions in Finland. 

Recent debates and new measures 
During the economic depression in the beginning of the 1990s Finland started preparing a 
new national industrial strategy. The industrial policy was mainly based on ideas from 
Porter’s diamond and cluster models. The new guidelines for industrial policy indirectly 
promoted structural changes by targeting the areas where markets were working 
insufficiently, by utilising external effects of investments in R&D, by developing production 
factors (mainly know-how and research) and by advancing the working of markets. 
 
The deep economic crisis paved the way for a re-allocation of large sums in the favour of 
science and technology measures. Two concepts, “a national innovation system” and 
“knowledge and know-how”, were the building blocks of the new science and technology 
policy paradigm, and the new terms like “cluster policies” and “innovation systems” became 
popular. 
 
The establishment of the regional centres of expertise programme is a clear expression of this 
development. The new instrument did admittedly not in itself increase funding for R&D 
significantly. The centres of expertise programme represented instead an umbrella 
organisation assisting regions in targeting resources in strategic areas. In Finland the public 
sector is now first of all understood to be a facilitator and promoter, not a controller. 
 
During the 1990s the Finnish government investment large sums in R&D in order to support a 
restructuring process of the Finnish industry and economy. Recently this strategy is being 
cautiously questioned by some experts. They argue that even if the strategy was fruitful in the 
past it may no longer be an adequate basis for future science and technology policy. 
Nevertheless, the Finnish Government remains committed to increasing the public R&D 
investments by 100 million Euros from 2003 to 2004. And indeed, the new government is 
following this strategy. For 2004 government budget appropriations for research and 
development amount to 1.54 billion euro, a nominal increase of 6.4 per cent compared to the 
previous year (3.6 per cent in real terms). The Science and Technology Policy Council has 
recommended an increase in public R&D and innovation funding by 405 million euro over 
the period of 2003-2007. 
 
The new technology policy guidelines for the years 2003-2006 of the Ministry of Trade and 
Industry include some, though cautious, references to future challenges of Finland. The 
guidelines emphasize the need to be able to identifying changes and new phenomena as well 
as new possibilities and opportunities created by changes. 
 
Today, Finland is ranked as one of the leading countries in innovation. There are, however, 
growing concerns about whether the system and innovation policy really match the needs of 
Finish industry and its internationalisation. Innovation orientation, rather than technology 
orientation is regarded a critical condition for increasing growth and competitiveness. 
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In 2003 there was a general election in Finland. The action strategy of the new Government9 
focuses on strengthening expertise, entrepreneurship and other growth factors. The 
Government’s the key actions for maintaining the competitiveness of Finland are: promotion 
of R&D, raising the educational level of the population and pursuing a cooperative approach 
to income policy as well as boosting the productivity of the public sector. A faster 
implementation of new information technology is also identified as a national objective. 
 
As a new governance approach the new Finish Government has launched broad inter-sectoral 
policy programmes aimed at horizontal coordination and implementation of public actions 
that promote employment, entrepreneurship, information society and civil participation. The 
new Entrepreneurship programme aims, for instance, to foster company start-ups, growth and 
internationalisation. The Information Society programme aims at boosting competitiveness 
and productivity, and to promote social and regional equality through the effective utilisation 
of information and communications technologies in all sectors of society. 
 
In the recently published sixth triennial review of the Science and Policy Council of Finland 
the Council pays special attention to the effects of internationalisation on innovation. The 
Council believes that a major future challenge will be to keep Finland sufficiently attractive 
for businesses and employees. Hence innovation policies cannot be limited to the national 
environment and traditional international co-operation. Finland will have to internationalise 
its innovation activities and national science and technology institutions.  Moreover, 
innovation policies must now go beyond economics and include societal development. 
 
One of the main policy issues debated in Finland in 2003 was how to include the 
responsibility for promoting the utilisation of new knowledge into the Universities Act. Policy 
measures to promote a more efficient commercial exploitation of research results remain the 
same as under the previous Government. 

Denmark  

Present structure 
The most important ministry in the Danish innovation system is the Ministry of Science, 
Technology and Innovation. Policy areas within technology and innovation are gathered in 
this ministry. The Danish Research Advisory Council10 (Det Rådgivende Forskningsråd) 
gives advice to the Ministry of Science, Technology and Innovation, the Government and the 
Parliament on issues related to the overall research policy. Ministers of various ministries get 
advice from various appointed Public Research Committees. A Council for Technology and 
Innovation has been established to implement the new Act on Technology and Innovation 
(2002) and to advice the Minister of Technology and Innovation. 
 
Before the reform of 2003 Denmark had six research councils which covered research within 
various scientific fields – each council with an advisory as well as funding function. The new 
research advisory system consists of four elements: the Council for Free Research, the 

                                                 
9 The new government was formed of the Centre Party, the Social Democratic Party and the Swedish People’s 
Party, led by Prime Minister Matti Vanhanen of the Centre Party. 
10 In October 2002 a reform of the Danish research advisory system was passed in the Parliament. One of the 
objectives of the reform was to create a clear separation between the organs that advise on general research 
policy issues, and those that fund and advise applicants and other partners on more research specific/technical 
scientific questions. The former Danish Council for Research Policy (Danmarks Forskningsråd) was renamed 
Danish Research Advisory Council (Det Rådgivende Forskningsråd). 
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Council for Strategic Research, the Danish National Research Foundation and the 
Coordination Committee. The Coordination Committee will promote coordination and co-
operation between the research councils and the rest of the research system. 
 
Denmark has 11 universities. In October 2002 a University Act was passed in the Danish 
Parliament. The most important change is that university management is now to be appointed, 
and that the university is to have a board with an external majority as the supreme organ.  
 
Additionally the various Danish Ministries have established a number of public sector 
research institutes.  
 
The Danish Technological Service System is constructed to assist companies to engage in 
large-scale R&D and to extract and apply the latest knowledge developed by others. The 
Technological Service System consists of GTS institutes11 (Approved Technology Service), 
the Danish Patent and Trademark Office and the public research institutions under various 
ministries. 
 
The Danish TIC-net is a network of regional information and consulting centres, a second tire 
of the Danish national innovation system. The TIC network provides counselling and 
information to local small and medium sized firms. 
 
The Technology incubators (Innovationsmiljøerne) constitute a third tire of the Danish 
national innovation system. Eight technology incubators have been established by public 
funding. The Danish Growth Fund (Vækstfonden) supports Danish companies contributing 
finance to R&D projects and internationalisation. 

Recent debates and new measures 
In 2003 the Danish Government introduced a Knowledge Strategy, a plan for redesigning the 
Danish knowledge system. The Government commits itself to create optimal conditions for 
investments in knowledge and reforming the public knowledge institutions. Investments in 
knowledge are believed to pay off and private companies should invest in knowledge. 
Knowledge is seen as the only road to increased competitiveness. The public sector must 
invest in the types of knowledge which are not developed by private firms, like basic research 
and basic education.  
 
In 2003 the Danish Government presented a coherent action plan to strengthen cooperation 
between education, research, trade and business. The action plan was based on an analysis of 
the strong and weak competencies in the Danish innovation system. The Government has 
highlighted action areas and proposed new initiatives on the basis of this analysis. The action 
programme will particularly be focusing on opportunities and incentives to establish mutual 
cooperation both among and between knowledge institutions and business enterprises. 
 
Central issues will be concerned with the future interface between the technological service 
system, the science parks, incubators and the public research institutions on the one hand, and 
trade and industry on the other. In addition, instruments to strengthen the accessibility of 

                                                 
11 The GTS institutions are organized within the Advanced Technology Group (Institutrådet) and are 
independent companies offering consulting services and application-oriented knowledge to companies and 
public institutions on individual basis. 
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firms to knowledge and competences will be given priority. The Government focus 
particularly on the importance of the needs of new and smaller enterprises in this respect. 
 
Recently there has been a debate on the establishment of a fund for R&D investment, 
financed by oil and gas revenue. The government would like to increase the investments in 
high tech industries, while others have argued for investments in a broader set of disciplines 
and technologies.  All in all the Government would like to invest 16 billion DDK in the fund. 
Critics argue that the government has already spent some of this money on other issues, 
including a reduction of public debts. 
 
The Government says it would like to invest 1 billion DKK in new technologies during the 
next three years, focusing on small and medium sized enterprises. The funding will be 
distributed by the use of new contracts between the Council for Technology and Innovation 
and the Ministry of Science on the one hand and the GTS institutes on the other 
 
The recent university reform presents important changes in the way universities are run. 
Universities will have as their highest body a board which will appoint a Vice Chancellor, 
who in turn will appoint the head of faculties. The boards are to be appointed no later than 
January 2005. The universities are given a new overall objective called “knowledge 
exchange” in addition to the existing missions: research and education. 
 
The university reform is expected to strengthen university management, leading to an 
enhanced decision-making process and increased interaction with trade, industry and other 
public institutions. 
 
In January 2004 the Government presented a  follow-up on The Danish Growth Strategy 
called Growth Through Globalisation. The government argues that globalisation opens up 
new opportunities for Danish Industry and that there is a need for as much openness in the 
Danish economy as possible. The action plan includes three layers of initiatives and political 
statements that together will contribute to the improvement of Denmark's utilisation of the 
opportunities of globalization: (1) "Foundation”, which lays down the basic rules as regards 
free movement, monetary policy, etc. (2) "Better structures and more competition", which 
integrates, to a greater extent, the aspect of globalisation opportunities in other policy areas.  
(3) "Various special initiatives", which aim directly at improving Denmark's benefits from 
globalization. 
 
In October 2003 the Ministry of Finance presented an action plan for the simplification of the 
regulatory environment, which is meant to make it easier to establish and run businesses. 
 
In January 2004 The Government proposed an extension to the present tax deduction scheme, 
allowing companies to deduct 15 percent of their R&D expenditure when co-operating with 
public R&D-institutions. 

Norway  

Present structure 
In Norway, the Ministry of Education and Research, the Ministry of Trade and Industry and 
the Ministry of Local Government and Regional Development have the main responsibility 
for the development of national innovation policies. 
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Norwegian R&D policy formulation is based on the so-called “sector principle”, meaning that 
each ministry is responsible for promoting and funding research activities within their own 
areas. The Ministry of Education and Research is responsible for the overall R&D policies, 
for funding large parts of basic science in the universities and colleges, and for co-ordinating 
sectoral R&D policies. 
 
At the governmental level there are also two high level committees focusing on science and 
technology policy related issues: The inter-ministerial Research Forum for Government 
Officials (DFU) and the Government’s Research Board (RFU). The Minister of Education and 
Research chairs RFU. In 2004 the Government will also establish a ministerial council for 
innovation, chaired by the Minister of Industry. 
 
The institutional set up of Norwegian innovation policies has recently undergone several 
changes. A restructuring of the Research Council of Norway, which bears overall 
responsibility for national research strategy and manages nearly one third of public sector 
research funding, came into effect in September 2003. The former six discipline based 
divisions were replaced by three functional based divisions: The Science Division; The 
Division for Strategic Efforts; and the Innovation Division.  
 
One of the principal tasks of the Research Council of Norway is to promote co-operation and 
co-ordination among Norwegian research institutions. The Council identifies important fields 
of research, allocates funds and evaluates R&D. It is also called upon to offer strategic advice 
to the Government on science and technology issues. The Council draws its funds from 
several ministries, of which the most important are the Ministry of Education and Research 
and the Ministry of Industry and Trade. Business development is specified as a goal for about 
half of the Council’s annual spending. 
 
As of the 1st of January 2004, a new national institution for innovation and 
internationalization has been in operation. Innovation Norway, which is organized as a state 
owned company, replaces the four former organizations the Norwegian Tourist Board,  the 
Norwegian Trade Council, the Norwegian Industrial and Regional Development Fund (SND) 
and the Government Consultative Office for Inventors (SVO). The new organisation is to 
promote industrial development nationwide, and has offices in all Norwegian counties as well 
as in more than thirty foreign countries. 
 
Another central institution in the Norwegian innovation policy system is the Industrial 
Development Corporation of Norway (SIVA). SIVA is a state owned enterprise which is 
controlled by the Minister of Local Government and Regional Development. It was 
established to further the creation of business opportunities and increased employment, and 
focuses upon developing strong local environments by providing investment capital, 
competence and networks for small and medium-sized companies.  

The National Institute of Technology (TI) and the Advisory Institute in Northern Norway 
(VINN) are both private foundations which receive public support. TI offers small and 
medium-sized enterprises relevant expertise to improve company know-how, productivity and 
profitability. VINN’s  purpose is to improve the competitive strength of companies through 
increased productivity, improved profitability, stronger market orientation and profitable 
environmental and quality management measures. 
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Other relevant institutions in the Norwegian innovation policy system include the Norwegian 
Design Council which promotes the use of good design in market oriented product 
development and marketing; the state owned limited company Argentum, the objective of 
which is to strengthen competent leadership in industry; and GIEK, a state institution for 
furnishing guarantees and insurance of export credits and thereby promoting export of goods 
and services as well as Norwegian investments abroad 

Recent debates and new measures 
The real breakthrough of innovation systems thinking at the policy-making level in Norway 
took place in the latter half of the 1990s. A Norwegian White Paper on research policy 
published in 1999 was to a large extent structured around innovation theory.12 The Research 
Council of Norway became the institutional stronghold for the theory and was supported by 
the Research Department at the Ministry of Education and partly by the Research Department 
of the Ministry of Industry and Trade.  
 
Much emphasis has been placed upon increasing national investments in R&D.13 The FUNN 
measure, which gave public financial support to companies buying research and development 
from the universities, colleges and research institutes, was introduced in 2001. The following 
year, this measure was replaced with SkatteFUNN, a tax deduction scheme for SMEs 
investing in R&D. From 2003, the measure was extended to apply to all companies regardless 
of size. 
 
Another central goal in current Norwegian innovation policies has been to strengthen the 
quality of both education and research in the Norwegian universities and university colleges. 
Recently a “Quality reform in higher education” was carried out, introducing a new degree 
structure. On January 1st 2003 the Ministry of Education and Research established a new 
national organisation for quality in education: NOKUT. This organisation will be the main 
authority as regards the accreditation and approval of institutions and educations. 
 
In order to increase the commercialization of research carried out at Norwegian universities 
and university colleges, there have recently been made amendments to the University and 
University College Act as well as to the Act on Rights to Inventions Made by Employees. 
Universities and university colleges have been given a special responsibility for promoting the 
dissemination and commercialization of their research results, and the rights to exploit 
inventions made by teachers and researchers have been transferred to the institutions. In the 
wake of these developments, there have been established separate units for patenting and 
commercialization at some universities, e.g. Birkeland Innovation at the University of Oslo. 
 
There is great interest in innovation systems theory and the concept of clusters in the Research 
Council of Norway as well as in several ministries - especially in the Ministry of Industry and 
Trade and the Ministry of Local Government and Regional Development. This has led to the 
establishment of several instruments that are to encourage networking and the distribution of 
knowledge, competence and personnel in various parts of the innovation system.  
 
In March 2003, the Ministry of Trade and Industry presented to Parliament a proposition 
entitled Instruments for an innovative and creative industry. The document proposes a 
comprehensive reorganisation of the business oriented policy instrument system, with the aim 

                                                 
12 White Paper No 39 (1998-1999), Research at the beginning of a new era (Forskning ved et tidsskille) 
13 the goal being to reach the OECD level as regards R&D investments as a proportion of GDP 
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of making the system more efficient and better suited to facilitate value creation in Norwegian 
industry. The proposition was discussed in Parliament in the following summer, and was 
positively received. The establishment on January 1st 2004 of a new institution for innovation 
and internationalization, Innovation Norway, is a direct outcome of this process. 
 
Also, Norway is in the process of developing a new broad based or “holistic” innovation 
policy that takes into account the effects of policy areas lying outside the core of traditional 
innovation policies. In October 2003, the Government presented a joint action plan entitled 
From Idea to Value. The plan has been prepared by five ministries - the ministries of Trade 
and Industry, Education and Research, Agriculture, Local Government and Regional Affairs, 
and Petroleum and Energy. The plan’s main objective is to contribute to a more coordinated 
and targeted effort across various policy and administrative areas. On February 10 2004 the 
Government arranged a special conference on innovation, where it presented a new campaign 
that is to stimulate innovation in Norway: Innovation 2010. 
 
Another reform concerning the structure of the Norwegian innovation system is the plan to 
give counties more responsibility vis-à-vis policy measures targeting regions and districts. 
The Ministry of Regional and Local Affairs has decided to give the county administrators 
more influence over the administration and allocation of the ministry’s innovation policy 
measures and funds.  

Sweden  

Present structure 
At the ministerial level, issues affecting the innovation system in Sweden are mainly handled 
by the Ministry of Education and Science and the Ministry of Industry, Employment and 
Communications. All ministries support research activities in their own sectoral interest over 
their own budgets according to the so-called sectoral research principle. 
 
On the 1st of January 2001, a reorganization of the Swedish public research funding structure 
came into effect. The new structure was to enable more focused public efforts in areas of 
strategic importance, greater efficiency, and a better adaptation to the needs of target groups. 
 
The Swedish Research Council is the largest actor within the new structure, and incorporates 
the former three separate councils for the humanities and social sciences, for natural sciences 
and technology and for medicine. Also, two special research councils were set up: The 
Swedish Research Council for Environment, Agricultural Sciences and Spatial Planning 
(FORMAS) which encourages and supports scientifically significant research related to 
sustainable development; and the Swedish Council for Working Life and Social Research 
(FAS) which promotes the accumulation of knowledge in matters relating to working life and 
the understanding of social conditions and processes. 
 
Another central feature of the new funding structure is the Swedish Agency for Innovation 
Systems (VINNOVA), an organisation for promoting sustainable economic growth by 
fostering effective innovation systems and by funding research at universities of relevance to 
need-oriented research. Furthermore, the new structure includes a Research Forum for 
dialogue among researchers, research funders, the general public and others directly or 
indirectly concerned by the research performed. 
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A new Agency for Business Development (NUTEK) and an Institute for Growth Policy 
Studies (ITPS) were also set up in 2001. NUTEK includes the business development and 
regional development activities from a former organization with the same name, and also 
incorporates the parent company, ALMI Business Partner, owned by the national government. 
The ALMI group is a regionally organised structure, with about 40 local offices jointly owned 
by the parent company and local/regional bodies that provide consultancy services for 
business development, including financing. ITPS was established to improve the knowledge 
base for growth policy development, and the mission of this agency includes policy analysis, 
policy intelligence and policy evaluation. Important areas for analysis are growth, innovation 
systems and entrepreneurship. 
 
Other central actors in the Swedish innovation policy system include the Knowledge 
Foundation (KKS), the Foundation for Strategic Environmental Research (MISTRA), the 
Swedish Foundation for Strategic Research (SSF), and the Swedish National Space Board 
(SNSB). KKS promotes the broad use of IT in society, supports research at Sweden’s 
university colleges and new universities, and promotes exchange of knowledge between 
institutions of higher education, industrial research institutes and the business community. 
MISTRA and SFF support strategic research in the fields of environmental problems and 
natural science, engineering and medicine respectively. SNSB is a central governmental 
agency bearing the responsibility for national and international activities relating to space and 
remote sensing, primarily research and development. 

Recent debates and new measures 
With the economic slow-down of the early 1990s and the parallel emergence of the IT-
revolution and a “knowledge society”, the Swedish Government defined its responsibility to 
be the creation of favourable framework conditions for the transformation of society. This 
meant among other things supporting the development of high-tech industries which were 
dependent on a well-functioning infrastructure including a public research system. The role of 
research was to develop new fields of knowledge so that it could contribute to the renewal of 
industry. The link between research policy and growth policy was explicit; the task to support 
the competitiveness of Swedish industry became the prime task of research policy.  
 
It was in this context the concept of innovation policy entered the Swedish policy arena. The 
concept of innovation systems, and especially national innovation systems, began to spread in 
the policy debate and in policy thinking in the late 1990s. This is evident in two government 
bills issued around the turn of the century.14 Here, R&D and innovation are seen as the 
driving forces in value creation and economic growth, and collaboration between enterprises, 
research institutes, universities and financial institutions upheld as crucial for the generation 
of innovations. 
 
Innovation policies have been an important part of the debate in Sweden that has focused on 
the seeming national paradox of slow long-term economic growth and simultaneously very 
high R&D-spending, primarily by industry. As a consequence the efficiency of the national 
innovation system in terms of producing innovation and economic growth has been 
questioned. As a response to the apparent “paradox” the Minister of Industry and the Minister 
of Education jointly established a process for better-coordinated policy responses. An 

                                                 
14 Bill 1999/2000:71, Some organisational issues in industrial policy; Bill 2001/02:2, R&D and collaboration in 
the innovation system 
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Innovation Policy Expert Group (IPE) was established to assess the systemic factors to be 
addressed. The final report of the Expert Group was published in 2002.15  
 
In the spring of 2002 the Swedish Government initiated a process that aims at creating a new 
policy field, i.e. that of innovation policy. In addition to a further integration of parts of 
industrial policy and research policy, this also calls for an integration of departments within 
the Ministries of Education and of Industry, Employment and Communication as well as 
integration between the two ministries.  
 
Within the process a series of reports have been produced. The first report, commissioned by 
the Ministry of Industry, Employment and Communication and Ministry of Education and 
Science, aims to be a starting point for the work and a process that will lead to a gathering 
around the issue of innovation and competitiveness.  
 
However, after the general election in the autumn of 2002, the process seems to have been put 
on hold. There are some indications that the policy debate has turned from a broad innovation 
policy towards a more narrow concern for business and industry development to provide 
economic growth. It should be noted, though, that Swedish ministries have been working on 
developing an holistic innovation policy similar to the one in Norway, and the Ministry of 
Industry has established a special working group focusing on innovation policy. Moreover, 
during the spring of 2005 the government will present a new strategy for an improved 
Swedish “innovation climate”. 
 
Recently, a main theme in the debate on Sweden’s aforementioned “paradox” has been the 
commercialisation of university research and how to increase it. It has been proposed to alter 
intellectual property rights and tax regulations, to increase public seed funding and the 
number of incubators. Arguments have also been voiced for the necessity to improve national, 
regional and sectoral innovation systems in order to increase economic growth. 
 
VINNOVA has received a special mandate from the Government to draw up proposals for 
better conditions for exploitation of research results. An evaluation made in the spring of 2003 
suggested no changes in the university researchers’ right to keep the ownership of patents. To 
improve the prerequisites for commercialisation, VINNOVA suggested a programme where 
approximately ten incubators were supported with an annual total of € 4,4 million in running 
costs and € 17,4 million per year in a matching fund. The programme was launched in May 
2003. VINNOVA furthermore suggests a programme to increase the ability of universities 
and university colleges to support researchers in the process of commercialisation, and 
initiatives to improve the opportunities for researchers to move between the industrial and 
academic spheres. 
 
The Swedish government has asked NUTEK to develop a new program aimed at 
strengthening entrepreneurship in Sweden. The new program is to be presented in September 
2004. Together with ALMI  NUTEK will furthermore develop proposals on how to make it 
easier to start new companies and hire additional employees. NUTEK is also to study how to 
ease generation shifts in companies. 
 

                                                 
15 see Andersson T, et al, Betydelsen av Innovationssystem, utmaningar för samhället och för politiken, 
VINNOVA, VFI 2002:1 



European Trend Chart on Innovation 

 22

By the middle of 2004 the government will also present a new risk capital measure. The state 
will invest 250 million SEK annually in ideas and innovations that may lead to new 
companies and new products.  
 
Regional growth agreements have been the principal tool for the implementation of regional 
industrial policy in Sweden. The process for the development of these agreements were 
introduced in 1997, with the aim of co-ordinating and adjusting the policies of the various 
sectors and also of exploring new approaches to the promotion of regional and local industrial 
development. The first regional growth agreements were launched in March 2000, when the 
first generation of such agreements were signed between 21 regions and the government. 
 
A regional policy bill entitled A Policy for Growth and Viability throughout Sweden was 
presented in September 2001. Focus is upon the establishment of a new policy field - regional 
development policy. The purpose is held to be the establishment of a well-coordinated policy 
for all parts of the country, i.e. to create regions with well-functioning and sustainable local 
labour markets and with good services. Furthermore, municipal co-operation bodies should be 
established in all counties from the year 2003. These partnership bodies will have the 
authority to make decisions about county plans for regional infrastructure and authority to 
decide about some governmental funds for regional development. This represents a major 
change in regional policy. One task of these bodies is to create programs for the development 
of the county, e.g. regional growth programs. The regional growth agreements will develop 
into regional growth programmes in 2004. 
 
Furthermore, the programme “Regional growth through dynamic innovation systems” 
(VINNVÄXT) was introduced by VINNOVA in 2002. The aim is increased growth and 
innovation activities in selected functional regions through increased co-operation between 
universities, companies and public organisations. The concept of the programme is the 
promotion of effective local cooperation between companies, research and development 
organisations and the political system (the triple helix) within each region, with the aim of 
achieving dynamic regional innovation systems that will allow the region to be competitive at 
an international level within specific areas of growth.  
 
The Swedish Government has also established a new national programme for the 
development of innovation systems and clusters, which is in operation in the period 2002-
2004. The aim is to strengthen and complement already ongoing activities at regional level to 
strengthen the regional competitiveness. The responsibility for implementing the programme 
will be shared by VINNOVA, NUTEK and the Invest in Sweden Agency, ISA.  
 
The Swedish Government recently decided to focus more on design as an aspect of 
innovation. Hence there is going 2005 is going to be a “Year of Design”.  

Iceland 

Present structure 
Iceland is currently undergoing a rather dramatic restructuring of it s innovation policy 
governance structure. A new legislation on the organization of science and technology policy 
and the funding of research and technological development in Iceland was enacted by 
Parliament (Althing) at the end of January, 2003.  
 
The legislation is composed of three separate laws: 
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• Law on the Science and Technology Policy Council under the Office of the Prime 
Minister 

• Law on Public Support to Scientific Research under the Ministry of Education, Science 
and Culture 

• Law on Public Support to Technology Development and Innovation in the Economy 
under the Ministry of Industry and Commerce 

 
The main features of the new laws are as follows. 
 
A new Science and Technology Policy Council (SPTC), strongly inspired by the Finish 
institution with the same name, has been established. It is headed by the Prime Minister of 
Iceland. There are three other ministers taking part in this council: the Minister of Education 
and Science, the Minister of Industry and Commerce and the Minister of Finance. Two other 
ministers with research in their portfolio can be added to the council at the discretion of the 
Prime Minister. Fourteen other members are appointed to the Council through nominations as 
follows:  
 

• Four nominated by the coordinating committee of higher education institutions 
(representing 8 higher education establishments) 

• Two nominated by the Icelandic Association of Labour  
• Two nominated by the Association of Icelandic Industries (Employers) 
• One nominated by the Minister of Education and Science  
• One nominated by the Minister of Industry   
• One nominated by the Minister of Fisheries  
• One nominated by the Minister of Agriculture  
• One nominated by the Minister of Health and Social Security Affairs 
• One nominated by the Minister for the Environment. 

 
While not stipulated in the law it is the declared intention that the nominees to the Science and 
Technlogy Policy Council shall have scientific, technical and other relevant qualifications and 
connections to secure the effective implementation of the Councils mission. 
  
Out of the non-ministerial members of the STPC the Minister of Education and Science 
appoints some to the so-called Science Board and the minister of Industry appoints others to 
the Technology Board. It is intended that the membership on the two committees may be 
mutually overlapping (by two) to secure coordination and continuity between science, 
technology and innovation in the policy making process. 
  
The mission of the STPC is to strengthen scientific research, scientific training and 
technology development in the country in support of Icelandic cultural development and 
increased economic competitiveness. The SPTC shall issue tri-annual guidelines 
(declarations) for public policies on science and technology. The policy declarations shall be 
prepared by the Science Board and the Technology Board respectively.  
 
The Law on Support to Scientific Research establishes the Research Fund through fusion of 
the previous Science Fund and the Technology fund of the Icelandic Research Council. The 
Research Fund is governed by a board, whose chairman is also the chairman of the Science 
Board. Linked to the same board is also the Instrument Fund financed by 20% annual levies 
on the University Lottery net income. Similarly the Law on the Support to Technology 
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Development and Innovation establishes a new Technology Development Fund which is 
governed be a board chaired by the Chairman of the Technology Board. So far there is no 
decision on the size of this new fund. Thus the link between policy and implementation 
through funding is achieved. This law also provides for the establishment of an Innovation 
Center, which is to be linked to IceTech.  
 
The chief responsibility for assistance in preparing policy oriented papers is to be provided by 
the Ministry of Education, Science and Culture and the Ministry of Industry and Commerce 
for the two respective boards. Overall co-ordination is provided by a secretary to the Science 
and Technology Policy Council to be placed within the Ministry of Education and Science.  
 
The administrative services to the operational level of the whole structure are provided by the 
Icelandic Center for Research – RANNÍS which is the secretariat of the previous Icelandic 
Research Council. Its mission is to give administrative and operational support to the boards 
and funding bodies, to manage the international connections, monitor the effects and impacts 
of policies and to provide intelligence and informed advice to the STPC and its boards and 
sub-committees.  
 
Thus RANNÍS will administer all the funding bodies set up by the new legislation including 
the Research Fund, the Technology Development Fund, the Instrument Fund, the Graduate 
Training Fund and other funding bodies for science that the government may want to assign to 
it. It will maintain the National Contact Point Coordination and support network to the EU 
Framework program, the Nordic NOS - organizations and other international bodies in 
science and technology. Thus RANNÍS will function as the operational arm of the new 
council structure. 
 
The Icelandic research and technology institute IceTec is to transfer technology and expertise 
to business and industry, and to assist companies in innovation. The main services are related 
to materials technology, production engineering, biotechnology, food technology, education 
and training, consultation, environmental technology and chemical analysis 
 
Impra (The Service Centre for Entrepreneurs and SMEs, established in 2003), which is part of 
IceTec, assists entrepreneurs in evaluating business ideas and provides counseling for 
companies. Impra co-operates with the New Business Venture Fund in managing numerous 
support measures intended to encourage innovation among entrepreneurs and SMEs. 

Recent debates and new measures 
Iceland lacks innovation policy research institutions or “think tanks” like the public ones in 
Sweden, Finland and Denmark (Vinnova, VTT and Fora), or private ones in Sweden and 
Norway (IKED and STEP). RANNÍS has now established a permanent working group on 
innovation policy studies consisting of twelve people from relevant universities and institutes. 
It is lead by a senior official from RANNÍS. 
 
There is much concern about the depopulation of rural areas in Iceland. One of the main 
objectives of the Institute of Regional Development is to find solutions to this problem. The 
recent Act of the New Business Venture Fund puts special emphasis on rural development. 
 
There is also a focus on improving the interactions between the universities and industry. The 
main objective of the “Out of the drawers” programme is to encourage personnel from public 
institutions of higher education and research to commercialise their research. 
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The Faroe Islands (Føroya) 
The Faroe Islands is a semi-independent territory connected to Denmark with some 47000 
inhabitants.16 It is an island group between the Norwegian Sea and the North Atlantic Ocean, 
about one-half of the way from Iceland to Norway. The industrial base is mainly based on 
natural resources, including fish, whales, and hydropower. There is exploration for oil and 
gas, and the ICT sector is growing. 
 
The small size of the public administration means that any innovation policy initiatives rests 
in the hands of a few individuals, and until recently the Islands did not have a specific 
innovation policy as such. However, the Faroese Research Council (Granskingarráðið) is now 
trying to develop a broader knowledge base for an innovation policy. The Council has for 
instance developed an online questionnaire for the collection of research and innovation 
statistics compatible with OECD and Eurostat standards. The Council is engaged in 
innovation policy development under the Nordic Council of Ministers. 
 
The Research Council has two main task objectives: 
 

• to advise the Government and industry on questions of research policy  
• to administer the research fund, which supplies finance for research development and 

innovation.  
 
There are seven members on the Council, who are appointed for a period of three years and 
are not allowed to serve on the Council for more than two consecutive periods. Faroe 
ministers of health, industry, fisheries and research appoint one member each respectively, 
while the Faroese Employers’ Association appoints two members. In addition the Minister of 
Research matters appoints a member, who is also the chairperson of the Council. 17 

                                                 
16 It is considered a self-governing overseas administrative division of Denmark. For more information see CIA 
fact book http://www.cia.gov/cia/publications/factbook/geos/fo.html#Intro, http://www.faroeislands.com/, and 
Statistics Faroe Island http://www.hagstova.fo/Welcome_uk.html. 
17 http://www.gransking.fo/ 


