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Finland in OECD perspective




Total R&D expenditures (of which business expenditures) in
selected economies, 2019 or latest year available
(source: OECD)
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GERD = Gross domestic expenditure on R&D
BERD = Business enterprise R&D expenditure
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Business Expenditure on R&D (BERD):
Distribution by industry in 2017 (source:OECD)
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Key findings from the Finnish
case study on R&D intensity
targets

ond the obvious




Policies to enhance R&D performance:

Key |l essons from Finland’s policy exp
1. Asystemic and 2. Abalanced 3. Akey strategy to
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approach needs system with well- shocks to the

an impactful working joint economy and
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FiI nl|l aaxpkfience with R&D
target setting




Finland’ s R&D 1 ntensity t a
and Iits performance in reaching the targets

e === The annual evolution of R&D intensity '
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Source: VTT, TEM, Statistics Finland.

1 Based on the latest available Statistics Finland data on R&D expenses and GDP at current prices (both series
downloaded on 23.3.2020). The R&D intensity series for the even years from 1976 to 1996 are estimates based
on an average of the nearest available data.

1%

2 One star indicates that the target appeared in a council document; Two stars indicates that the target appeared
in a government’s economic committee document or in a strategic government document but not in the
government programme. Three stars indicates that the target appeared in the government programme.

0% 3i.e. based on the original R&D intensity data used at the time when policy lines and recommendations were
P originally drafted, but not any more after the GDP data was updated and recalculated later.
33

4 Between 2015 and 2017 Finland had no R&D intensity target at all, hence the two-year gap in the grey line.
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How the future looks like from
the perspective of Research and
Technology Organisations
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Look beyond R&D intensity

drs etiow,

A We should increasingly focus, not only on intensity, but
also on a broader, multicriteria evaluation of R&D ’

A A major component of this is quality, defined by the
ability to create new capabilities, innovations and impact

A Quality or excellence can be delivered by forging,
attracting, bundling and motivating talent

A Cooperation is key



The innovation system is the
grand public-private partnership

AWe should look holistically on the role of different actors
In the system and focus on clear expectations of impact
delivered and the reduction of overlaps

A Motivations and attitudes play a role in what we can
expect. We should let organizations play to their
strengths

A Technology and Ethics should go hand-in-hand




Design and implementation of innovation policy
for systemic transition

Political directionality Annovation palicy. mix

Green Deal under one roof to avoid
Digitalisation controversial impacts
it of policy mix

Resilience _
Technoloaical ARegulation
echnological :
Sovereignty Arechnologies

Aalues

Open Strategic Autonomy

Governance — Power — Politics
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Key messages

RDI to enable a long-term resilient society, with special focus on developing critical technology capabilities and

Invest in technology infrastructures

New agile forms of public-private partnerships and new ways of cooperation between private and public based on
roadmaps with a trans-disciplinary approach co-designed with all relevant stakeholders including RTOs

Make full use of RTOso6 foresight capabilities and their strong mul
on one side and market needs and uptake on the other

Leverage

Develop Develop better statistics on RTOs to support better decision making on innovation policies

Ensure the right framework conditions to stimulate and spread knowledge and technology co-creation in Europe

Ensure and prevent the creation of unwanted regulatory barriers

26/05/2021  VTT — beyond the obvious
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R&D fundi ng I
STI policy agenda
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Il af2ad RSOl RSE
economy suffered, productivity declined, R&D in a dip

Total Factor Productivity growth, average
growth rate
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A Labourproductivity stalled in the 2010s. This was markedly a different phase compared to the
period of rapid growth before the Financial crisis in 2008. Productivitinfelanufacturing and
hardly grew in service3.he productivity gapis-a-vis OECD peer countries widened.

A The volume oGDPN 2016, in real terms, was still below that of 2008. Finally the economic
recovery started in 2017 and lasted until the COY8pandemic. And now we are agaeeking
for recovery-and,new:(sources)of)-growth

Tyo- ja elinkeinoministerio Awww.tem.fi Lahde:OECD 26.5.2021
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OECD Reviews of Innovation Policy

FINLAND O

Programme of Prime Minister Sanna Marin’s Government 10 December 2019

INCLUSIVE AND
COMPETENT FINLAND

— asodially, economically and ecologically sustainable society

Publications of the Finnish Government  201%:33

Ministry of Economic Aff aiwwmvtemfid Empl oyment of Finland A 26.5.2021




@” OECD Review of Innovation Policy: Finland:

OECD the role of STI policy in solving challenges
. . A \ -
Tackling Finlandos (economic) chall enges
requires the following actions
- A Strengthen the entire
. . innovation process; applied
funding , more emphasis also on applied resources
research anddevelopment as well )
A Aim at radical innovations
Boost innovation in the business sector and A Increase schemes for )
‘ . . PPPs; enhanc SMEOG s
extend innovation to SMEs participation
Enhance the contribution of higher education A Zgztggggosli%z;‘ggsgﬁggIS
institutions to the society A Revise funding formulas
for R&D organisations
-—(Increase internationalization throughout the
Innovation system A FDI and foreign R&D
attraction, incentives
Relaunch the STI governance and create a ne

L

A Attract foreign talents
W

vision!

Tyo- ja elinkeinoministerié Awww.tem.fi Lahde:OECD 26.5.2021




Drivers of R&D intensity and the volume of R&D
expenditures at a national level: a muiiéictor model.

conomic issues, national

economy - :
e.g. economic conditions, economic cycle; role of Econom IC ISSuUes, pu bllc

| in the economy; condition of VC markets economv

e.g. balance of public budgets; government’s (foreign)
debt; government’s R&D budget

Political factors, politics

e.g. does government prioritise R&D concretely and
commit itself to long-term policy goal; importance of
STl vision and parliamentary agreement on STI

STl policy goals and priorities:

Development of R&D Social factors

expenditures and e.g. social capital; institutional memory; role of
(leading) individuals; transparency

Human resources

e.g. quality and sufficiency of tertiary and PhD
education; quality and volume of public R&D R&D intensity

structures, contents, resources

Business enterprise

Governance "
e.g. openness, discussion culture; PPP forums; I f k' SECtO r'S dyna mics

existence of (broad-based) STI Policy Council; .Regu atory ramewor ’ e.g. industrial structure; how STl and R&D intensive
governance and coordination mechanisms |nfra Stru Cture d I‘Id the business life is

technical issues

e.g. IPR issues; laws and degrees concerning R&D
and innovation; public procurement

A 26.5.2021

Mini stry of Economic Aff aiwwvtemfid Empl oyment of Finland




Recent developments in Finnish STI policy:
Government's mid  -term policy review  (29.4.2021)

- Government decided the major policy |Iines fo

- The review emphasises policies to strengthen growth, reach carbon neutrality and
reduce inequality. R&D plays a great role in the policy positions: R&D is hot again!

- The previous time R&D and innovation have received as much positive attention
was in the government term of 20077 2011.

- The target is to raise R&D intensity to 4% by 2030. In 2019, it was 2.8%.
Government 6s share of financing i s 30%. Reac
i ncrease of the funding | evel by 600 million

- A parliamentary working group  will be set up soon. Measures that lead to 4%
target will be sought after. The Government decides i.a. in the 2022 budget
session. New budgeting ways will be discussed (e.g. muldannual budgeting).

- Many other supportive STI policy measures were raised, such as: exploitation of
the Recovery and Resilience Facility RRF) funding; drafting of industry renewal
strategy and entrepreneurship strategy; new PPP model forindustry T Academia
collaboration ; enhancing the commercialization of public R&D results.

Mi ni stry of Economic Aff aiwwtemfid Empl oyment of Finland A 26.5.2021
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post-pandemic futures:
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Insights based largely on 11 case studies produced
In the context of the TIP project on R&D intensity

Australia
Finland
France
Germany
Greece
Hungary

Ireland
Fostering R&D intensity: Korea

Policy experience and
lessons learned Netherlands

Country case study contribution to the OECD Poland

TIP project on R&D intensity ]
European Union

@) OECD

Find them at: oe.cd/




Many countries have R&D intensity targets
Reaching them has not always been a simple task

R&D intensity and targets in selected economies, 2019
As percentage of GDP
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Notes: The graph illustrates the Gross domestic expenditure on R&D (GERD) as a percentage of GDP. Ten eanbltnies ahdtloeditibaped case studies to the TIP R&D project, are highlig
graph also illustrates the current R&D intensity targets across countries. For most countries, targetsa@Hibe 22221 pxagkel (2023), Germany (2025), United Kingdom (2027), and
and Portugal (2030

SourceOECD (2021), "Main Science and Technology Indicators", OECD Science, Technology and R&D Bitaisstidsi(dedalind@B7/6a8t82n(accessed on 01 April 2021).
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Some OECD countries have also set targets against other
objectives, but to a much lesser extent

Number of countries with quantitative targets included in national STI strategies

R&D spending targets Other targets .
5 23
20
15
10
7 7
5 5
5 wv @ HE 4
2
= B I
: & |l S /
R&D Private Number of Research Technical =~ Number of International Researcher
intensit investment doctorate excellence inventions researchers programme and PhD
y i R&D graduates  (i.e. number of (i.e. number in participation = mobility
n top-cited of patents)  enterprises (e.g.Horizon  between
scientific 2020) science and
publications) industry

Source: OECD Science, Technology and Innovation Outlook 2018, based on the OECD Database on Governance of Public Research Policy i RESGOV
(https://stip.oecd.org/resqov/). The methodology is described in Borowiecki, M. and PaunovC. (2018), AHow is research policy,
pol i cy d@ECB Baesce,dechnology and Industry Policy Papers, No. 55, OECD Publishing, Paris, https://doi.org/10.1787/235c9806-en.
Note: It showcases only countries where the national STI strategies have quantitative targets.
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Observation 1. R&D intensity levels do not reflect geographic,
sectoral and firm disparities

R&D intensity, by NUTS 2 regions, 2015 (%)

SRR s 7 " [Canarias (ES) | |Guadeloupe (FR)
o =W of | Sews S {j& Stephen Roper, Warwick Business School:

iy

Al n the UK, R&D i ntensity has
years €

€ but R&D activity is i ncreasi
London and South-East England, meaning that
territorial  disparites ar e I ncreasingo

Case study Hungary:
AHal f of the R&D capacities a
cityo

Case study Korea

fALarge companies  accounted for 77.5% of
business R&D spending in 2014

Pl e, /_'(_:) bl L
SN i’ 4 N baagsd eurostatma

i
(%) Administrative boundaries: ® EuroGeographics © UN-FAO ® Turkstat
Cartography: Eurostat — GISCO, 04/2018

How to reconcile R&D intensity and

EU-28 = 2.04

[ ] <o0s50 [ e ) . . .
=R Comme inclusiveness objectives?
I 2.00 -<3.00

Bl -:3.00

I Dpata not available Source: Eurostat



Observation 2: Industrial structures are a key driver of R&D
Intensity

BERD distribution by industry, 2017
Industry shares (left scale) and total BERD as percentage of GDP (right scale)
M Information and communication services M ICT equipment M Electrical equipment and machinery nec
B Chemicals and minerals R&D services B Finance and other business services
B Wholesale and retail trade M Other services H Transport equipment A Role Of R&D Va”eS
Other Manufacturing industries M Agriculture, mining, utilities and construction Missing data %
# BERD intensity (right scale) across sectors
“ seen EEEEEE BEBEEER kel 40 Manufacturing sectors tend
20% I . to invest more than services
80% I I ., A R&D intensity as a reflection
70% of industry composition
60% . 25 (e.g. Germany/Japan/Korea
con - vS. Netherlands/UK)
a0% .. A But notalways : case of
30% Israel
1.0
20%
10% I 0.5
0% 0.0
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Observation 3: R&D Is often concentrated in a few leading
firms

Top 50 & 100 performers account for a large share of total Concentration of innovation intensity is
business R&D increasing over time in Germany
% of domestic business R&D expenditure, 2017 Gini coefficient of innovation expenditure, 1996 -2015
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Mannheim Innovation Panel

= Top 50 RAD perormers ®Tap 100 R&D performers @ Shame of top 100 in country's tatal count (Aght-hand scale)

. . Source: Bettina Peters (ZEW Mannheim), Presentation in the
Source: OECD (2020), basedon microBeRD project database, . . "
http://oe.cd/microberd, June 2020. R&D intensity workshop, London -12 April 2019

EU case studyfiThe top 25 R&D investors in the EU account for half
of the expenditure of the top 1000 investors



Observation 4: Policy mixes in support of business R&D are
shifting towards tax incentives in many countries

In 2020, 32 out of 37 OECD countries offered R&D tax
incentives at the central government level, up from 19 in 2000

_ _ _ _ _ Implications to consider:
Increase of tax incentives vs. direct funding for BERD in OECD

countries

BERD, government tax relief for R&D & direct support for BERD, % of GDP, A Lower management costs
2000-18 A Best suited to support R&D projects

o ==BERD e (overnment tax relief for R&D (right-hand scale) e irect funding (right-hand scale) % Cl_oser to marke_t .

70 020 A Different effectiveness  across firms
160 0.18 sizesand across countries

150 0.16 A Limited policy directionality to

140 EE support specific  actors (e.g. SMEs,
13— 010 start-ups, less innovative regions,

12 008 specific sectors)

0 . 006 A Ambiguous implications for MNEs 6
- U R&D investments

: 002

0.90 0.00

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 What is the most efficient policy
Note: OECD-GTARD figures exclude Israel where relevant data are not available. Direct support estimates include government R&D grants and m |Xf)

public procurement of R&D services, but exclude loans and other financial instruments that are expected to be repaid in full. EU government-
financed BERD in 2018 based on OECD estimate.
Source: OECD R&D Tax Incentives Database, http://oe.cd/rdtax, December 2020.




A number of policy lessons from case studies

R&D targets should not be used in isolation

Alrel andds Nationalollnmmowdti ioon 29t2r0adtargeds\c | udes a
complementing R&D intensity

Funding targets should be accompanied with a strategic vision and direction
A Increasing directionality of STI policy after COVID -19
A Importance of long-term and predictable public investments in R&D

R&D strategies need to be tailored to specific R&l ecosystems
A Importance of framework conditions

A Less technologically advanced countries to focus on enhancing absorptive capacities,
addressing internal social needs and adopting existing technologies, rather than developing
new-to-the-world technologies

Participatory  governance models and political commitment are essential for systemic
changes

A Cross-governmental coordination
A Rethink governance models to engage all stakeholders in STI policy design




Thank you to all case study authors and peer-reviewers

Country case study Authors Peer reviewers
Australia Wayne CALDER, Clanssa LAl Lyndall MILWARD- | Job TEURLINX (Netherlands)
BASON, Lauren CHA and Nicholas MORTIMER
Finland Matthias DESCHRYVERE, Arho SUOMINEN and Kai | Agni SPILIOTI, Vasileios GONGOLIDIS and Antonios
HUSSO GYPAKIS (Greece)
France Esther GOREICHY, Faygal HAFIED, Guillaume -
ROULLEAU
Germany Susan SCHULZ Kai HUSS0 (Finland), Hyuk HAN and Yoonbeen LEE
(Korea)
Greece Agni SPILIOTI, Vasileios GONGOLIDIS, Antonios Arho SUOMINEN (Finland)
GYPAKIS and Georgia MAZIOTI
Hungary Knsztina SOVAGO Jaroslaw SARUL (Poland)
Ireland lan HUGHES Susan SCHULZ (Germany), Wayne CALDER (Australia)
and Matthias DESCHRYVERE (Finland)
Korea Hyuk HAN and Yoonbeen LEE Arho SUOMINEN (Finland), Susan SCHULZ (Germany)
Netherlands Job TEURLINX and Piet DONSELAAR lan HUGHES (lreland), Jaroslaw SARUL (Poland) and
Wayne CALDER (Australia)
Poland Jaroslaw SARUL Kal HUSS0 (Finland)
European Union Coordinated by Ruzica RAKIC and Ana CORREIA lan HUGHES (Ireland) and Kai HUSS0 (Fnland)

under the guidance of Roman ARJONA and
Jessica LARSSON. Co-drafted by the team of the
“‘Ré&l Strategy and Foresight” Unit of DG Research
and Innovation (European Commission).




>> Find out more in the 11 country case studies

Fostering R&D intensity:
Policy experience and
lessons learned

Country case study contribution to the OECD
TIP project on R&D intensity

@) OECD

Find the case
studies and

| synthesis report at:

oe.cd/ tiprd

See short video:

https://youtu.be/odseyrqNfZw

R&D policies for better
post-pandemic futures:

new :o roaches and tools
WORKING PARTY ON INNOVATION AND TECHNOLOGY POLICY

Virtual event | 20 and 21 May 202
REPORT




PANEL 3
Industry perspectives on R&D
activities and policy support

Matthias Deschryvere, Senior Research Scientist, VTT
Technical Research Centre for Finland
Annu Nieminen, Founder & CES, Upright

Jaakko Hirvola, CEO Technology Industries of Finland
Annu Niemine, Founder & CEO, Upright

Timo Ahopelto, Founding partner of Lifeline Ventures

Gerhard Huemer, Director for Economic and Fiscal Policy,
SMEunited
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High-level policy roundtable:
nnovation and innovation policy
n0ost-COVID-19

Alessandra Colecchia, Head of Science and Technology Policy
Division, OECD Directorate for Science, Technology and
Innovation

Julien Guerrier, Director of the Common Policy Centre, DG
Research and Innovation, European Commission

Michiel Sweers, Director of Innovation and Knowledge, Ministry
of Economic Affairs and Climate Policy, The Netherlands

Istvan Szabg, Vice President for Science and International
Affairs, National Research, Development and Innovation Office of
Hungary

Carlo Andrés Altamirano Allende

Head of Planning Communication and International Cooperation,
National Council on Science and Technology, Mexico
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High-level policy roundtable:
Innovation and innovation policy
post-COVID-19

Istvan Szab?d, Vice President for Science and International

Affairs, National Research, Development and Innovation Office of
Hungary

'.
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Renewingthe Hungarian innovation ecosystemn the
PostCovid era

Istvan SZABO PhD, Vice President
National Research, Development and Innovatio®ffice

NATIONAL RESEARCH, DEVELOPMENT
AND INNOVATION OFFICE

HUNGARY



Immediate reaction; Covid Fund 2020

Qiuck responseto the
situation brought by the
pandemic

Health oriented RDI Scientific or technologic
projects novelty

10 milhhon EUR

NATIONAL RESEARCH, DEVELOPMENT
AND INNOVATION OFFICE

HUNGARY



Structural changes pillars of PostCovid
Innovation policy of Hungary

Cooperationoriented

ChallengebasedRDI Institutional approach framework

Globalmegatrends Sustainable
socialeconomic Institutionakystem
technological beyondprojectbased
challenges calls

Universitieascentres
of iInnovation
ecosystem

Regionalnnovation
Platforms

National Laboratorie Science Parks

NATIONAL RESEARCH, DEVELOPMENT
AND INNOVATION OFFICE

HUNGARY



Structural changes pillars of PostCovid innovation
policy of Hungary

Focusing of resources

Konwledgeutilization and projects

HR capacitiesof R&D

Flexiblecarriemath
andappliedR&D
topics

RDI capacitieand Concentratiomof
stakeholdedemand limitedresources

University
Innovation
Ecosystem

Cooperative
Doctoral
Programme

Thematic Excellend
Programme

NATIONAL RESEARCH, DEVELOPMENT
AND INNOVATION OFFICE

HUNGARY
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New National Excellence

Pro gramme

National

Conference of

Student Research

Thematic
Excellence

Programme

Competence
Centres

Cooperative
Doctoral

Programme

Basic research

University

Innovation

Eco system

Forefront
Research
Excellence
Programme

Horizon Europe

International calls

International Excellence

NATIONAL RESEARCH, DEVELOPMENT
AND INNOVATION OFFICE

HUNGARY
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Thank you for your attention!

NATIONAL RESEARCH, DEVELOPMENT
AND INNOVATION OFFICE

HUNGARY



High-level policy roundtable:
Innovation and innovation policy
post-COVID-19

Carlo Andrés Altamirano Allende
Head of Planning Communication and International Cooperation,
National Council on Science and Technology, Mexico
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STI policies In a post -
pandemic Future in Mexico
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R&D activities IN times of Covid :

&2 CONACYT £
i

A solutions - oriented approach

Multidisciplinary
Approach Research areas

([ Clinical trials to 1 ( Socio - cultural )
1 secure treatments 7 practices
. : : for COVID -19
High - risk  investments : X )\ )
Invasive  emergency
2 ventilators 8 Gobernance
Capacity development In g Diagnostic / prognos | | )
- - . Communication
priority areas 3 i tools 9
Epidemiological Population and
CrOSS - sector 4 studies 10 territory
collaborations g e | [ 14 maviguat ang |
; alternatives 1 social  wellbeing |
_ ( Environmental 1 ( )
Open Science 6 stabilty of SARS 12 Education
oVvV2.




New STl policy approach In Mexico gcovor (T

Articulation

Capacity
Building
through
STI
programs

PRIORITIES

Scientific

. Nati | Sovereignty - .
To coordinate and o gri'ggg Technological Science,
take advantage of SOCIAL Independence ] d

: WELLBEING E Technology an
the installed :
capacities Innovation as

ENVIRONMENTAL
through the AWARENESS key C?m_ponent
articulation of to solution -
all the actors in BIOCULTURAL based
Frontier AWARENESS
the STI  ecosystem Science Open approached for |
for open and Innovation the nati oni
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STI FOR A BETTER FUTURE FOR ALL iy covorr (TR

STI policies that strengthens public science at the core of
social and environmental wellbeing, with criteria of

Inclusion, equity, social and economic justice.

We promote public - private partnerships are promoted with the
aim of achieving scientific sovereignty and technological

iIndependence.

STATE PATENTS REVENUE FOR THE EMPLOYMENT AND RETAININGOF
STATE HIGHLY SKILLED NATIONAL
CAPACITIES
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