








FOREWORD

Business Finland has three strategic target areas, which ing, as well as in scaleups, which include all companies
are 1) Economic Growth, 2) Sustainable Development and (SMEs, midcaps) that ful ll the criteria of scaleups; 2)
3) Competitiveness. Impact studies implement in each Funding for Internationalization Planning (Tempo, Ex
target area and impact studies presenting their results plorer, Talent). Main questions of the study are as follows:
comprise the actual and o cial method for monitoring ~ How Business Finland in general has succeeded to make
Business Finland’s success and impact. successful funding decisions in this eld? What kind of
Focus of this impact study was to concentrate on eco critical obstacles and bottlenecks have a ected the pes
nomic growth target area. Wellbeing in Finland is mainly sibilities to achieve these goals? How sustainability (eco
based on the wealth and jobs created by the success of nomic, ecological, and social) might be considered at the
Finnish companies on the global market. Investment in customer and society level? What are the future guide
R&D and innovations as well as adoption of radicat in lines on how Business Finland can improve its activities
novations and new technological solutions in both exist in this topic?
ing and new industries are needed to enhance company The evaluation team of Owal Group Oy, MDI and Pellerv
growth in the global market. These innovative pathways on taloustutkimus PTT carried out this impact study.
build new competitive advantages for companies. -Re Business Finland wishes to thank the evaluators for their
newal of private sector increase economic growth in the thorough and systematic approach. Business Finland ex
whole economy. presses its gratitude to the steering group and all others
In this impact study, evaluation targeted on the stast ~ who have contributed to the study.
up and scaleup companies. Therefore it concentrated on
the Business Finland’s instruments such as 1) R&D and Helsinki, October 2024
innovation funding and services to the fast growth rms,
more precisely a target is in startups including YIC fund Business Finland



TIVISTELMA

Vaikuttavuusanalyysi arvioi Business Finlandin rooliata
louskasvun edistamisessa sen tarjoaman rahoituksen ja
palveluiden kautta. Selvityksessa keskityttiin startup- ja
kasvuyrityksiin ja kansainvalistymisen suunnittelun tuek
si tarjottaviin palveluihin. Selvitys tarkastelee, miten Busi
ness Finlandin instrumentit ovat tukeneet naita toimijoita
Suomessa vuosina 2010-2021 hyotdyntaen seké méaaral
listd etta laadullista analyysia. Analyysia on taydennetty
kansainvalisilla vertailuesimerkeilla. Vaikuttavuusarviein
ti tarkasteli T&K-rahoitusta (startup- ja kasvuyrityksille),
Young Innovative Companies (NIY) -rahoitusta seka pal
veluja kansainvalisen kasvun suunnitteluun: Tempo, Mar
ket Explorer ja Talent.

Startupit: Tilastollisen analyysin perusteella Business
Finlandin rahoitus nayttdd tukevan startup-yritysten
kasvua, erityisesti likevaihdon ja tydllisyyden osalta.

NIY: Laadullisen analyysin mukaan NIY-ohjelmaa- pi
detdan hyvin toimivana tyokaluna sen keston ja sen
kolmen eri vaiheen ansiosta. Tilastollinen analyysi viit
taa siihen, etta NIY-rahoituksen alkuvaihe keskittyy-yr
itysten kansainvalistymiseen ja kolmas vaihe yrityksen
kasvuun. Yritykset, jotka ovat toteuttaneet NIY-ohjel
man alkuvaiheita, osoittavat hieman parempaa kasvua
viennissd ja tydvoiman tuottavuudessa. Laadullinen
analyysi osoittaa, etta NIY-rahoitus on mahdollistanut
kansainvalisen kasvun tukemalla yrityksen markkineid
en lagjentumista, globaalien myyntiverkostojen rakenta
mista ja sijoittajien houkuttelemista.

Kasvuyritykset: Kasvuyritysten kokonaismaéara Suomes
sa on vaihdellut 200-500 valilla vuosina 2010-2021.

Joka kymmenes kasvuyritys on hakenut Business Finlan
din rahoitusta tdné aikana. Tilastollisen analyysin mukaan

Laadullisessa analyysissa Business Finlandin rahoituksen Business Finlandin rahoittamien kasvuyritysten liikevai

sekd muiden palveluiden roolia pidetdan tarkeana start
up-ekosysteemin ja rahoituksen edistamisessa erityisesti
yritysten alkuvaiheessa ja skaalautumisvaiheen alussa.

hto, henkilostomaara ja tuottama lisdarvo on korkeampi
kuin muiden kasvuyritysten rahoitushakemuksen teko
hetkella. Business Finlandin rahoittamat kasvuyritykset
kasvattavat tydvoimaansa ja likevaihtoaan enemman






EXECUTIVE SUMMARY

This impact analysis evaluates the role of Business Fin NIY: NIY is seen as a well-functioning instrument because
land in fostering economic growth through its funding of its duration and three dierent stages according to

and services, particularly focusing on startups, scale qualitative analysis. The results from descriptive statistical
ups, and internationalization planning. The study exam analysis imply that the early phase of NIY funding focuses
ines how Business Finland’s instruments have supported on the internalization of rms, whereas the third phase fo

these entities in Finland between 2010 and 2021, provid cuses on rm growth. Firms that have completed some of
ing a mix of quantitative and qualitative analysis, supple the early phases of the NIY program exhibit slightly better
mented with benchmarking from international examples. growth in export value and labor productivity. Qualitative
The impact Assessment looked R&D-funding (for start analysis points out that NIY funding enabled international
ups and scaleups), Young Innovative Companies (NIY) growth by supporting market expansion, building global

funding and services as well as services for planning for sales networks, and attracting investors.

international growth: Tempo, Market Explorer and Talent.

Startups: Based on the descriptive statistical analysis,
Business Finland funding seems to support startups in
advancing growth, particularly in terms of turnover and
employment. In qualitative analysis the role of Business
Finland funding as well as other activities are seen as-m
portant in facilitating the startup ecosystem and nane
ing especially in the early stages as well as in the begin
ning of the scaling phase.

Scaleups The total number of scaleups in Finland has
varied between 200 and 500 rms annually during

2010-2021. One tenth of scaleups have applied for Busi
ness Finland funding during this period. According to
the descriptive analysis, Business Finland-funded scale
ups have higher turnover, employment, and value-add
ed than other scaleups at the time of the funding ap

plication. Business Finland-funded scaleups grow their
employment and turnover more than other scaleups 1-2
years after achieving scaleup status. Both Business +in






2 INTRODUCTION

2.1 OBJECTIVES OF THE ASSIGNMENT Each chapter in this report corresponds to a work package.
Chapter 3 describes the context of the instruments as well

as learnings from international benchmarking. Chapter 4
outlines the main ndings from the work package regard
ing startups, chapter 5 regarding scaleups and chapter
6 for Young Innovative Companies funding and services.
Chapter 7 covers the services on planning for internation
al growth. Chapter 8 responds to common assessment
questions and chapter 9 summarizes the conclusions of
the evaluation team.

The objective of the assignment is to produce a compre
hensive impact study of Business Finland’s success in
achieving the objectives associated with innovation fund
ing and global network services. The assignment is based
on up-to-date research data on the business and inno
vation environment and impacts of Business Finland’s
activities, as well as a theoretical frame of reference for
assessing the impacts and e ectiveness of business and
innovation activities. The study delivers both ex-post and
forward-looking impact analysis. 2.2 OVERVIEW OF THE IMPACT ANALYSIS, DATA

The assignment is organized into four work packages: AND METHODS
_ . . Each work package has its own evaluation questions in
1. Business Finland-funded startup development in addition to common questions. The evaluation questions

Finland and methodological approaches are presented in Table 1.
2.Young Innovative Companies (NIY) funding and

services

3. Business Finland-funded scaleup development in
Finland

4. Planning for international growth: Tempo, Market
Explorer, Talent
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3 THE CONTEXT OF THE IMPACT ASSESSMENT

This chapter describes the instruments assessed and the ing for internationalization planning (Tempo, Explorer,

context in which they have operated. Talent). It should be noted that during assignment more
detailed intervention logic models were established for

3.1 BUSINESS FINLAND'S IMPACT MODEL AND each service with respect to expected results (changes

INSTRUMENTS ANALYZED in company behaviors), which in turn were used in the
survey and interview questions. Also, it should be noted

that, at the same time as the assessment, Business +in

IMPACT MODEL land has developed more detailed expected impact paths.
Business Finland’s new strategy has three strategic target However, all of these were not used in this assignment
areas: Economic Growth, Sustainable Development andsince they were not o cially established.
Competitiveness. Business Finland has an impact model ~ Figure 2 depicts the number of granted Business Fin
aligned with its strategy. The impact model contains ve land subsidies during the years 2010-2021. It should be
dimensions that describe how selected interventions may nhoted that there may be multiple subsidies per rm per
impact: inputs, activities, results, impacts on society and year. Among the instruments under study, R&D subsidies
strategic goals. For economic growth Business Finland are the most common form of funding. The number of
has set out several impact goals as shown in Figure 1.  R&D subsidies has decreased from over 1 000 to around

In this study, the inputs of Business Finland are R&D, 300 granted subsidies during 2010-2021. The number
innovation funding and services to fast-growth rms. of R&D subsidies has decreased especially during 2020—
More precisely, the target consists of startups including 2021. Tempo funding is the second most common instru
those receiving Young Innovative Company (YIC) fund ment under study, and it was rst applied in 2016. The
ing, as well as scaleups, which include all companies that number of Tempo subsidies has varied between 400 and
meet the criteria of scaleups. Other inputs include fund 600 over the observation period. Other minority instru
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3.2 FINNISH STARTUP AND SCALEUP Around this time and the start of the assessment period

LANDSCAPE SINCE 2010 the nancial appropriations for RDI were diminishing or
o . . stagnant. Overall, many point out that the assessment
The assessment period is a relatively long one. In this period has been a time of stagnant productivity as stated
chapter we map out some of the key trends and non-tech ;, several reports (OECD 2024).

nological phenomena related to the instruments as However, to get an overall understanding of the R&D
sessed and the development of the startup and scaleup |3ngscape during the assessment period we can see that
landscape. The chapter is based on literature review and j the mid-2010s the expenditure of R&D was at a lower

expert interviews. (overall) level and has since then been increasing (Figure

In 2008, slightly before the assessment period staft  3) yhjle the share of R&D of GDP has been decreasing
ed, Finland suered from the global nancial crisis. during the period.

R&D expenditure (EUR million)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023*

9 000
8 000
7000

6 000 .
5000
4000
3000

2000
1000

m Enterprise sector ~ m Government sector + private non-profit sector m Higher education sector

FIGURE 3. R&D EXPENDITURE IN 2010-2023 (* PRELIMINARY DATA). SOURCE: STATISTICS FINLAND
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entrepreneur. In addition, Finland has a low number of Most of the challenges relate to general issues related to
early-phase or established entrepreneurs who expect high growth companies or internationalization, where possible
growth and high increase in employment, while Finnish we try to connect them to the services analyzed in this
entrepreneurs are the least active in exports compared to assignment.
Sweden, Norway and Netherlands.

The COVID pandemic and the war in Ukraine changed3.3.1 POLITICAL AND CULTURAL CHALLENGES
the operating environment of startups and scaleups dras
tically, also opening some new areas for innovation and
placing new emphasis on energy technologies as well as
supply chain management.

Scaleups are not featured enough in the political agenda.
Bold statements in some of the interviews claimed that
scaleups or company scaling are not on the agenda of
Business Finland or other public funding. There are sev
eral nuances to this, and it relates to available funding
3.3 CRITICAL OBSTACLES AND BOTTLENECKS instruments, but the main concern was the lack of palit
IDENTIFIED ical goal setting and the managerial goal setting specif
ically dealing with the scale up phenomenon. From the
service perspective the same is discussed later as a lack
of growth-stage services other than funding.

Interest in establishing startup companies is waning,
at least if you compare the situation in 2024 across the
timescale of the impact assessment. Many interviews
point out that interest has been decreasing. Many point
out the weakening of the ICT sector, increased risks or
the decrease of buzz around startups especially during
the last few years. At the same time, especially investors
point out that among those with ideas the quality of the
ideas has been improving during the period.

Critical obstacles and bottlenecks are identi ed in all the
interview phases of the assessment and research litera
ture. We have divided them into the following broad €at
egories:
« Political and cultural obstacles: posing challenges for
starting up, scaling up or internationalization.
 Financial and economic challenges relating to the
nance available for di erent stages of company
growth and internationalization.
» Obstacles relating to public funding and services
helping startups and scaleups: challenges relating
to the public or private services available for these
companies.



There is a lack of competencies for sales, marketing and
competitiveness. The lack of required competencies for
startup and scaleup activities is mentioned both as a eul
tural challenge for Finland as well as overall international
ization challenge. Getting high-level expertise to Finland
has been di cult over the analysis period and this situa
tion continues.

Ambition and risk awareness of entrepreneurs at the
scaleup state is too scarce. Too few companies in the start
up phase are scaling up. Even though this may have to do
with the viability of the business case or lack of funding,
interviews point out the cultural challenge of risk taking
or ambition as a supporting factor. This is in connection
with various surveys from the assessment period, i.e-ac
cording to a survey conducted by ETLA (2015), particu
larly small businesses (0—9 person companies) face the
challenge of wanting to avoid debt, which growth would
require. The survey also found that heavy regulation and
administrative obligations were seen as a challenge to
growth for several companies.

Finland has a strong regulatory tradition. In some
elds the regulatory environment might be an obstacle
to the growth step. This is especially relevant for deep
tech (material technologies, food technologies etc.) or
foreseen to be same in the Al eld. This has been seen
more as European challenge and not only a Finnish one.
According to Lahtinen et al. (2016) half of the companies
that started have encountered obstacles, delays, or prob
lems during the startup phase in 2015. The proportion
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increased between 2005 and 2015 from 45% to around
50%. The problems and delays were primarily related to
factors other than the skills and expertise of the entrepre
neur or the founding team.

Lack of (deep tech) startup and scaling competencies
in Finland. Many respondents point out that, in the longer
term, the lack of competencies relevant to industrial inRo
vation and deep tech innovation is prominent. Although
in the recent downturns (of the assessment period) the
lack of competencies might not be on the agenda.

3.3.2 FINANCIAL AND ECONOMICAL CHALLENGES

Access to nance is essential for rms’ innovation and
growth. Firms funded by venture capital experience high
er growth rates than those without this type of funding
(Felix & dos Santos, 2018). Venture capitalists are dier
ent from traditional investors because, besides capital,
they bring along a network of contacts and other essen
tial knowledge. For instance, venture capitalists can o er
advice, engage in critical analysis of rm decisions, help
recruit sta and, in some cases, even help attract a po
tential supplier (Felix & dos Santos, 2018).

Relatively few studies have examined the factors that
hinder rm growth. For instance, Lee (2014) nds that
the obstacles that high-growth rms face in the UK are
related to recruitment, skill shortages, obtaining nance,
cash ow, management skills and nding suitable prem
ises. Karlsson (2021) explores the relationship between
rm size and perceived growth barriers in Sweden. He






In 2015, problems related to business growth (Lahtinen
et al., 2016) were particularly related to the intense com
petitive situation, with 20% of respondents reporting it
as a challenge. A signi cant change has occurred in the
competitive situation since in 2005, when only 7% of new
entrepreneurs identi ed intense competition as the most
important factor limiting growth. In addition, labor costs
(16% reported it as challenge) and nancing (9% repert
ed it as challenge) posed challenges to growth in 2015.
According to the research, public sector services and sup
port have been utilized increasingly 2005—-2015, but de
spite this, problems related to business nancing have
grown among growth-oriented companies.

Scaling up non-ICT related innovations requires a-dif
ferent level of investment or dierent kinds of nancing
instruments. During the assessment period there has
been increasing interest among other technological sec
tors for startup and scaleup activities. This also applies
to deep tech development in Finland. The innovations in
process technologies, material technologies or deep tech
require more nancing in various tests and pilots, or in
dustrial scaling, which poses challenges from the nan
cial perspective for private and public nancing as well.

Human capital is crucial to rm growth (Felix & dos
Santos, 2018; Daunfeldt et al., 2016; Eklund, 2020). Felix
and dos Santos (2018) observe that, in Portugal, invest
ment in human resources and R&D intensity positively
in uences the growth of small and medium-sized enter
prises (SMEs). In Italy, medium-sized rms that invest
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more in foreign R&D have been observed to have high
er innovation performance than others (Ferraris et al.,
2021). The opportunity to gain knowledge from foreign
partners can improve rms’ innovation and help rms
use their internal R&D investment more e ciently. Se
garra and Teruel (2014) estimate that investment in in
ternal and external R&D positively impacts rm growth in
Spain. Eklund (2020) shows that in Denmark, intangible
capital (R&D assets, organizational capital assets and in
formation communication assets) and the share of highly
educated employees can support a rm’'s growth.

3.3.3 CHALLENGES SPECIFIC TO PUBLIC SERVICES

Matching up the competencies of public services and
startups and scaleups. Business Finland receives most
ly positive feedback on its competencies. Only one chal
lenge is pointed out: the matching of competencies with
the needs of startups and scaleups. This is pointed out
from various angles such as on the assessment of fund
ing applications or on the ways of interaction between
di erent Business Finland experts and the startup com
munity. Some also criticize the long duration of funding
decisions or inadequate industry knowledge of the pro
fessionals working at Business Finland.

Funding decision times are mentioned as a crucial-de
velopment factor by external stakeholders. Organizational
changes are partly seen as the reason for funding decisions.
This is especially relevant for smaller scale services, such
as Tempo, which can be seen as a “test for the company”






Focus in the internationalization support instruments is
challenging. Internationalization instruments focus on
competencies but not enough on real connections. From
the internationalization perspective the respondents
point out that the challenge of current public services
and analyzed instruments is that they focus on creating
market knowledge or understanding the market, while the
real practical issues of the companies relate to entry into
markets (i.e. participation to the key events or forming
the rst deal). No one misses the “export travels” of yes
teryear, but there is a lack of development, testing instru
ments or activities. Also, external stakeholders see the
dual system of various public organizations as ine cient.
Lack of funding for the team in startup services. One
of the challenges for public funding relates to the gap
between public and private nancing for the right team
within the company. This is stated in many interviews as
well as the earlier research. This means that in many com
panies the most helpful stage would be to partly subsi

dise the key persons of the team (CEO, Sales, Marketing)

rather than or in addition to the technical side of the busi
ness. This would mean more focus on the commercializa

tion aspect as well. As for the external competencies the

interviews repeat many already noted challenges on-get
ting expertise from aboard, utilizing those who already
study and work in Finland and so on.

The lack of cooperation models and systemic process
es between innovation funders seem to prevail and is es

pecially relevant in scaleup phase. This includes Business
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Finland, TESI and Finnvera. Also, the regional aspect has
been lost after all the organizational arrangements, so
in practical terms it only depends on the personal-lev
el connections among the various public funders. Some
challenges relate to group funding instruments (outside
the scope of this assessment) and their organization.
There is a lack of coordination among public funders in
this respect.

There is also some discussion about the quality of
applications and the excessively prominent role of con
sultants in the applications (especially in some assessed
instruments as described later). To some extent external
stakeholders point out that excessive focus on applica
tions rather than interaction with the applicants might be
challenges especially from the startup perspective.

3.4 INTERNATIONAL CASE EXAMPLES

This chapter summarizes the key ndings on how fast
growth programs or organizations similar to Business
Finland in other countries have succeeded in improving
the development of fast-growth companies. Internation
al benchmarking was relatively limited in this impact
assessment, which focuses on dierent approaches the
countries had taken and di erent service programs avail
able for startups or scaleups within countries. We tried
to nd a mix of top-down and bottom-up approaches of
the various countries (Figure 11). The chapter is based on
online material, webpages and service “inventories” from






3.4.1 DENMARK

Denmark has a vibrant startup ecosystem supported by
both public and private funding. The main public actors
include Innovation Fund Denmark, which invests in ear
ly-stage projects with potential societal value, and the
Export and Investment Fund of Denmark (EIFO), which
oers loans and guarantees in collaboration with other
nancial institutions. Private foundations, particularly
the Novo Nordisk Fund, signi cantly contribute to R&D
funding, complementing public investments (Kuusisto
et al., 2022).

Innovation Fund Denmark is a Danish government
agency which invests in research and innovation. It-in
vests particularly in sustainable solutions. Its primary
goal is to invest in early-stage projects with the potential
to generate societal value, foster growth, and create em
ployment opportunities.

A state-owned nancial institution, the Export and
Investment Fund of Denmark (EIFO) is the national
promotional bank and export credit agency. EIFO oers
loans and guarantees to Danish companies in all stages
of growth. The loans and guarantees are o ered in collab
oration with Danish banks, nancial institutions, leasing
companies and investors. EIFO has, for example, special
loans for startups which are in the early stage of their
development.

Private foundations complement public RDI funding
In Denmark. Private foundations fund some projects that
public RDI funding does not cover. A major contributor
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to RDI fudging in Denmark is Novo Nordisk Fund. Novo
Nordisk Fund’s share of private RDI funding in Denmark
was 13% in 2021. The fund o ers long-term RDI funding
to o set short term uctuations in government budget
funding. (Kuusisto et al., 2022.)

There has been a clear positive shift in how the VC mar
ket in Denmark is viewed, with more VC rms participat
ing and a notable rise in available funding. VC funding
commitments increased in 2019. VC has mainly been in
vested in digital or life science startups (EY, 2020).

Innovation Fund Denmark has conducted several eval
uations of its programs. The organization commissioned
an impact study of Innobooster in 2021. The results of
the impact study indicated that companies receiving the
Innobooster grant outperformed comparable rms in the
rst year after project approval, showing higher R&D ex
penditure and total employees, as well as higher turnover.
The study identi ed an increased probability of a change
in ownership, which may re ect that companies receiving
the grant become more investable. However, long-term
outcomes were not demonstrated due to the study’s short-
term data. (HBS Economics, McKinsey & Co Denmark, and
MUUSMANN, 2021.)

Summary of the key impacts from impact assessments
from Innobooster:
» Companies receiving the grant outperformed compa
rable rms in R&D, employment, and turnover. There
was an increased probability of ownership changes,



re ecting increased investability. (Innovation Fund
Denmark 2021.)

 Evaluations showed user satisfaction and impact
in terms of faster time to market and shared risk
through state support. (Irisgroup, 2017.)

Besides these several other gqualitative aspects could
be mentioned based on online material and the studies
available. These are:

* Innovation Culture: Denmark has a strong culture of
innovation, supported by a high level of digitalization
and strong intellectual property rights protection.
The country ranks highly in global innovation indexes.

 Sustainability Focus: Denmark is known for its
emphasis on sustainable and green technologies,
aligning with global trends towards environmental
responsibility. Startups in renewable energy, biotech
nology, and sustainable agriculture are particularly
encouraged.

» Government Support: Besides Innovation Fund
Denmark, the Danish government o ers various tax
incentives and support programs to foster innovation
and entrepreneurship.

3.4.2 GERMANY (BERLIN FOCUS)

Germany has a robust ecosystem of startup and seale
up funders, including venture capital rms, accelerators,
and angel investors. The funding landscape in Germany is
decentralized across federal states and institutions, €n
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trepreneurs bene t from a diverse range of resources and
funding options to accelerate growth, drive innovation,
and build successful businesses.

When looking at a particular city or region, it should be
noted that there are a multitude of actors involved in the
startup and scaleup landscape within that city. Regional
development agencies in German states (Bundeslander),
such as Investitionsbank Berlin (IBB) in Berlin or NRW.
BANK in North Rhine-Westphalia, administer funding{ro
grams tailored to local startup ecosystems.

The city of Berlin has developed an internationally
competitive environment, an “ecosystem” for startup en
trepreneurs. Berlin's advantages include increasingly pro
fessional investor networks and the growing internation
alization of startups. The Berlin Startup Unit is a division
within the Senate Department for Economics that focuses
on strengthening Berlin's startup ecosystem through var
ious programs and initiatives, including startup support
services and ecosystem development. Berlin Startup re
port is an overview of the state of the Berlin startup e€o
system. In ow of capital to Berlin reaches a new record
level almost every year. Berlin startups were able to raise
by far the most capital in Germany (Senate Department
for Economics, Energy and Public Enterprises, 2022).

One of the region’s largest startup programs is EXIST.
The Federal Ministry for Economic Aairs and Climate
Action (BMWK/BMWi) commissioned a comprehensive
evaluation of the EXIST startup grant and EXIST research
transfer measures for the 2014 to 2018 funding period.



According to the evaluation, the companies founded by
the bene ciaries of these two measures are highly mar
ket-relevant: Compared to the general population, these

companies, which were on average 4.9 years old (EXIST

startup grant) or 3.4 years old (EXIST research transfer)
at the time of the survey in March 2020, not only exhibit
a signi cantly higher survival rate but also demonstrate
above-average employee numbers and turnover gures.
The economic impact of the EXIST measures is also sub
stantial. (Ramboll Management Consulting, 2021.)

The largest startup support program of Germany EX
IST (Business Startup Grant (EGS)) is being also evalu
ated by Mueller (2023). According to Mueller, Germany’s
largest startup support program contributes substantial
ly to the development of the products and the business
planning of the funded startups and increases not only
their degree of networking during the funding period but
also their uptake of external funding. It apparently also
contributes to an increase in the skills of the founding
team, although this e ect is small and associated with a
high degree of uncertainty.

Key strengths in the Berlin Ecosystem are:

« Diverse Ecosystem: Berlin has a diverse and vibrant
startup ecosystem, attracting talent from around
the world. It is known for its strong creative and tech
sectors, with a growing emphasis on ntech and
health tech.

 Access to Funding: Germany o ers a compre
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hensive range of funding options, including public
grants, venture capital, and loans from institutions
like KfW. Berlin's ecosystem bene ts from both local
and international investors.

* Collaborative Environment: Berlin's numerous in
cubators, accelerators, and co-working spaces create
a collaborative environment that fosters innovation
and business growth.

3.4.3 SWEDEN (VINNOVA FOCUS)

Sweden’s startup ecosystem is highly supported by Vin
nova, a government agency investing around EUR 300
million annually in innovation and research. Other sig
ni cant actors include Tillvaxtverket and the Swedish
Institute, which promote sustainable business devel
opment and international cooperation. Private VC rms
like Creandum and EQT Ventures also play a crucial role.
Sweden leads in venture capital invested in impact start
ups in Europe.

Vinnova's funding and support programs accelerate
the development of innovative solutions and help Swed
ish startups lead in venture capital funding for impact
innovations. The programs enable startups to scale and
contribute to a sustainable society. Vinnova’s Impact4n
novation program accelerates sustainable innovations,
providing signi cant funding and support to startups and
scaleups. (Vinnova, 2023.)

Strategic Innovation Programs: Evaluations of pro
grams like Bioinnovation and Swelife showed concrete re
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sults in prototype development and initiation of follow-up environment for startups and scaleups.

projects. These programs have led to innovations that < Talent and Education: Sweden boasts a high level

support sustainable societal transitions. (Sweco, 2023.) of education and a well-trained workforce, particularly
Tillvaxtanalys conducted an impact assessment of in STEM elds, which supports the growth of innova

state-funded initiatives aimed at promoting SME exports. tive companies.

The impact assessment assessed following programs:
Business Sweden: grundldggande exportutbildning (Steps 3.4.4 UNITED STATES (SBIR FOCUS)
to Export), Tillvaxtverket: a arsutvecklingscheckar for n
ternationalisering, Almi: Foretagspartner AB, exportlan,
Enterprise Europe Network: internationell a &rsradg
ivning och partnersdkning. The impact assessment found
that companies that do not export are more likely to start
exporting after contact with export promotion. Compa
nies already engaged in exporting showed an increase in
export volume. The most signi cant positive e ects were
observed in companies receiving support from multiple
actors. Only marginal e ects were noted for companies
already pro cient in exporting. (Tillvéxtanalys, 2020.)

In the United States case, we focused on the Small Busi
ness Innovation Research (SBIR) program. The SBIR-pro
gram is seen a key driver of startup and scaleup fund
ing, providing competitive grants to support high-tech
innovation in the United States. The SBIR program helps
startups overcome early-stage funding challenges and
fosters collaboration between small businesses and fed
eral research agencies.

The SBIR program has been pivotal in providing ear
ly-stage funding and fostering collaborations between
small businesses and federal research agencies. It has
contributed to signi cant increases in patenting activities
and revenue, especially for nancially constrained rms.
SBIR awards have been linked to higher probabilities of
receiving subsequent venture capital, indicating the pro
gram’s e ectiveness in supporting high-tech innovation.

Small Business Innovation Research (SBIR) and Small
Business Technology Transfer (STTR) programs are-initi
atives that support and encourage domestic small busi
nesses in engaging in federal Research and Development
(R&D) with a potential for commercialization. Central to
these programs is the goal of stimulating high-tech inno

Key strengths in the Swedish startup and scaleup ecesys
tem are:

» High R&D Investment: Sweden’s substantial invest
ment in research and development supports a strong
innovation ecosystem. The country is a leader in tech
innovation and home to globally recognized compa
nies like Spotify and Klarna.

* Public and Private Synergy: There is a strong syn
ergy between public initiatives (like those by Vinro
va) and private venture capital, fostering a robust
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recipients, signi cantly increases the success rates of supports the UK startup ecosystem through multiple-ac
companies advancing to SBIR Phase II, particularly  celerator programs, grants and resources.

for those participating in the National Science Fotin UK Research and Innovation (UKRI) is the national fund
dation’s SBIR program. This suggests that state-level ing agency investing in science and research in the UK- Op
interventions can enhance the e ectiveness of fed erating across the whole of the UK with a combined budget
eral innovation programs by improving outcomes for  of more than £6 billion, UKRI brings together the seven
small businesses. (Lanahan, 2015.) Research Councils, Innovate UK and Research England.

Private equity and venture capital rms are very active
A study in 2021 found that rms receiving SBIR subsidies investors in London startups and scaleups. Aside from
generally hire fewer employees compared to non-recipient a slight drop in 2018, VC activity in London has grown
rms. This suggests that the subsidies, while bolstering signi cantly over the past decade, from just 39 deals in
innovation, do not translate equivalently into direct job 2012 to 634 in 2022. (Cheesman, 2024.) The local start
growth. (Lanahan, Joshi & Johnson, 2021.) up "environment” is a crucial factor for success. Then
In the assessment it is also noted that SBIR provides "how public instruments are used” is the key question
a lot of activities within programs around networking be  for the future.
tween companies, between companies and VC funders In the study comparing the U.S. Small Business Inno
and other actors. (Selviaridis, 2019). Besides the SBIR vation Research program (SBIR) with the UK Small Busi
the overall U.S. market ecosystem helps its success. Theness Research Initiative (SBRI) (Tredgett & Coad, 2013),
United States is seen as a leading innovation hub with quantitative data from the initial years of both programs
diverse funding opportunities and strong IP protection.  were analyzed. This analysis included metrics such as the
number of competitions, applicants, and research con
3.4.5 UNITED KINGDOM (LONDON FOCUS) tract expenditures. The study identi ed key di erences in
implementation between the US SBIR and the UK SBRI
and discussed possible reasons for the divergent growth
trajectories observed in their early years: quantitative
data show that while the US SBIR had steady growth, the
UK SBRI has had a shaky start.
The evaluation of the Seed Enterprise Investment
Scheme (SEIS) revealed signi cant benets. SEIS ef

The UK’s startup ecosystem is concentrated in London,
with substantial support from public and private sectors.
Innovate UK and UK Research and Innovation (UKRI)
are key public funders, providing grants and resources to
startups. London also attracts signi cant venture capital
investment, making it a dynamic hub for startups and
scaleups. The national innovation agency Innovate UK






3.4.6 SINGAPORE (INSTRUMENTATION FOCUS)

In 2017, Enterprise Singapore initiated Startup SG to
promote the dynamic startup scene in Singapore both at
home and abroad. This platform facilitates a smoother
pathway for startups and their ecosystem allies to identify
and utilize available support channels. Following that, in
2018, the Startup SG Network was introduced to further
unify the nation’s technology startups, fostering a culture
of innovation and cooperation. As a digital hub for Singa
pore’s tech startup community, it enables these emerging
businesses to enhance their visibility and connect with
local and international industry stakeholders, thus broad
ening their potential for development.

Startup SG has ve programs: Founder, Equity, -In
frastructure, Accelerator and Startup SG Talent. Startup
SG Talent includes six di erent subprograms: EntrePass,

T-Up, Global Ready Talent Program, Tech@SG, Global Tech

Talent Alliance, and Innovation and Enterprise Fellowship
Program. Government initiatives like the Enterprise-Fi
nancing Scheme and Productivity Solutions Grant have
provided essential funding and support to startups in the
instrumentation sector, facilitating their growth and inne
vation. (Enterprise Singapore, 2023.)

Enterprise Financing Scheme and Productivity Solu
tions Grant: In 2023, Enterprise Singapore supported 18
000 enterprises, boosting revenue and creating jobs. The
programs facilitated internationalization and innovation,
leading to signi cant economic impacts.
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Evaluations highlighted the e ective utilization of R&D
investments and the positive impact on total factor pro
ductivity, although there is room for further improvement
(Sfarif, Chandra, Mansoor & Sinha, 2021).

Singapore’s startup ecosystem, particularly in instru
mentation, is supported by various government initia
tives such as the Enterprise Financing Scheme and the
Productivity Solutions Grant. These programs help start
ups access capital and develop innovative solutions. The
Global Ready Talent program also supports talent attrac
tion and development.

 Strategic Location: Singapore’s strategic location in

Asia makes it an ideal hub for startups looking to ac

cess Asian markets. The country’s robust infrastruc

ture and connectivity support international business
operations.

» Government Initiatives: The Singaporean gev
ernment is highly proactive in supporting startups
through various schemes and grants, such as the
Startup SG initiatives.

* Innovation and Technology: Singapore focuses on
high-tech and innovation-driven startups, particularly
in elds like biotechnology, ntech, and smatrt city
technologies.






This chapter presents a statistical analysis of the eco
nomic and internationalization development of Business
Finland-funded startups. We applied the Finnish Startup
Community’s database on startups from 2010 to 2021,
restricting the data to rms that have operated for a
maximum of ve years. We merged rm-level informa
tion from Statistics Finland, Finnish Customs and Busi
ness Finland from the same period. Before presenting the
results of the statistical analysis, we will briey discuss
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4 BUSINESS FINLAND-FUNDED STARTUPS

knowledge and market- and business-environment-relat
ed knowledge are essential for startup success. (Aryadita
et al., 2023.) Recently, Jo and Jang (2021) have argued
that process innovation is the most critical factor in cre
ating fast-growing startups.

Access to nance is vital for startup growth. Startups
can use several di erent nancial sources, although pri
or studies have found that small growth rms often face
di culties acquiring external nancing (Coad and Srhoj,

the research literature on startups. We will discuss the key 2020; Hadlock and Pierce, 2010; Brown et al., 2009; Beck

factors in uencing startup success as identi ed in the re
search literature.

et al., 2006). According to some studies, most startups
use internal funds or debt nancing for growth (e.g.,
Brown & Lee, 2014; Smallbone et al., 2002). Using survey

4.1 SUCCESS IN STARTUPS IN THE LITERATUREata, Mann and Sanyal (2010) observe that larger start

Founders and their characteristics, skills, knowledge, and
experience are crucial factors in startup success. Of the
founder-related characteristics, self-e cacy, creativity,
innovativeness, and risk-taking are the most important
for startups’ success (see literature view by Aryadita et
al., 2023). Management and political skills are some of
the founder skills needed in startup development. Mere
over, founders’ and teams’ technical and product-related

ups and incorporated startup rms use external nanc
ing (debt or equity) more likely than sole proprietorships
or small rms, which are more likely to be nanced by
internal nancing sources. Moreover, they also nd that
hi-tech startups are more likely to use external equity
nancing as opposed to internal resources.

Venture capital (VC) can be a vital nancial resource
for startups (e.g., Hellmann and Puri, 2000; Brown et al.,






4.2 BUSINESS FINLAND-FUNDED STARTUPS
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4.2.1 NUMBER AND SHARE OF FUNDED STARTUPS

We will describe the results of Business Finland-funded Figure 12 displays the number of startups in the data and

startups compared to other startup rms in Finland dur
ing 2010-2021. Startups were identi ed using the Finn
ish Startup Community’s database from 2010 to 2021,
and the data were restricted to rms that have been ep
erating for a maximum of ve years’ Business Finland’s
funding application data and Statistics Finland's rm-lev
el register data (business register and nancial statement
data) were merged into the dataset from 2010-2021. We
also applied Finnish Customs data on international trade
of goods from the same period. Our data on startups
contains 10 877 rm-year observations. The data are de
scribed in more detail in Appendix 1.

In the analysis, the rms that applied for Business
Finland funding were separated into two groups: accept
ed and rejected applicants. In addition, we analyzed and
compared startups that did not apply for Business Finland
funding during the same period. We studied the following
Business Finland funding instruments: R&D, NIY, Tempo,
Marker Explorer, Talent Explorer, and Talent.

[7] The startup database was formed in cooperation with Business
Finland and it includes, among other things, the Business ID, registration
date and industry of a startup that is a member of the Finnish Startup
Community. The Finnish Startup Community is formed by Finnish startup
companies, and growth-oriented startups are accepted as members
(https:/startupyhteiso.com/members/ ).

those that have applied for Business Finland funding dur
ing 2010-2021. It should be noted that the sample con
tains rms that are registered in the Startup Community
and were no more than ve years old during the observa
tion year. Since rms register themselves in the Startup
Community, the total number of startups may be under
estimated, especially in the beginning of the research
period. The data accumulates in the beginning of the
research period because the Startup Community’s data
starts from year 2009 and new startups register every
year. Each startup rm remains part of the sample until it
reaches six years of age.

Due to limitations in data merging, only one appli
cation per rm per year can be observed (see Appendix
1). The share of startups applying for Business Finland
funding has varied between 37-60% during 2010-2021.
Approximately 70-93% of the startups that applied have
been accepted to receive Business Finland funding. Thus,
most startup applicants receive funding from Business
Finland.









4.2.2 FUNDED STARTUPS VS. OTHER STARTUPS

In our research data, startup rms applied for Business
Finland funding approximately 4 700 times between
2010 and 2021. Roughly 80% of the applications were
accepted. The median funding per accepted application
for startup companies has been EUR 113 000. In 2010—
2015, the median funding was around EUR 203 000, but
after that, the median startup funding dropped to EUR
50 000. Among the funding instruments under study,
the most used funding instrument for startups during
2010-2021 was R&D funding (59% of approved applica

tions) and Tempo (43%). NIY and Explorer have only a 4%

share each.

We statistically compared startups that have received
Business Finland funding to other scaleups, i.e., rejected
applicants and those not applied, over the period from
2016 to 2021. Table 2 presents the median values for age,
turnover, number of employees, added value, labor pro
ductivity, pro t margin, and export of goods per turnover
for these three groups measured for the year of the fund
ing decision. The same table also provides information
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on the proportion of exporting companies and the total
number of companies within each group. We used median
values because the variables contain large outliers that
increase the mean. The median provides a more accurate
representation of the majority of rms. Table 2 address

es whether there are signi cant di erences between the
accepted and rejected rms at the time of the funding de
cision. When rms that applied for funding are compared
to those that did not, conclusions can be drawn about the
allocation of the funding.

The median turnover of startup rms that received
Business Finland funding between 2010 and 2021 was
EUR 125 000, which is slightly lower than the median
turnover of companies that did not receive funding or did
not apply for it (Table 2). However, they employed slightly
more labor. By other nancial indicators, such as turn
over, labor productivity and prot margin, startups that
received Business Finland funding performed worse than
those that did not receive funding or did not apply for it.
Also, the share of exports in turnover is also slightly lower
for the funded startups.












In this chapter, we statistically investigate and describe
scaleups in Finland during 2010-2021. We primarily-ex
plore and compare the development of the Business Fin
land-funded scaleups to that of other scaleups. Scaleups
were identi ed using Finland’s rm-level register data.
More precisely, in the analysis, we apply rm-level data
from Statistics Finland, Business Finland, and Finnish
Customs over the years 2010-2021.

In this study, high-growth rms and scaleups are consid
ered synonyms. Scaleups are rms with an annual turnover
of more than EUR 2 million, at least ten employees, and an
average yearly growth rate of at least 20% in three consecu
tive years. Thus, our de nition follows the OECD de nition
(OECD, 2008), except that there is a condition for rm tumn
over at the start of the growth period. Nordic Innovation
(2019; 2023) has used a similar de nition. It should be not
ed that a micro rm cannot be a scaleup rm by de nition.

In addition to scaleups, this chapter also describes
R&D funding recipients and the impact of R&D funding
on rm outcomes. The impact is analyzed separately for
micro rms and SMEs. Before conducting the impact eval
uation, we will estimate whether receiving Business +in
land funding is related to rapid rm growth.
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5 BUSINESS FINLAND-FUNDED SCALEUPS

5.1 PREVIOUS LITERATURE ON HIGH-GROWTH
FIRMS

The literature underscores the importance of high-growth
rms, which, though a small portion of the economy, are
responsible for a signi cant share of the new jobs created
(e.g. Coad et al., 2014; Hdlzl, 2014; Henrekson & Johans
son, 2010; Maliranta & Hurri, 2018). High growth is a cru
cial topic in Nordic welfare countries, given the need for
a high level of employment to nance public expenses.
The literature also suggests that high-growth rms are
particularly important for the labor market integration of
immigrants (Coad et al., 2014; Daunfeldt and Westerberg,
2020). Managers of high-growth rms focus on growth ep
portunities and hence place greater emphasis on the pace
of growth when recruiting. This means that they are more
likely to hire available individuals in the labor market, em
phasizing their speci ¢ skills or prior experience less. For
instance, Daunfeldt and Westerberg (2020) nd that Swe
den’s fastest-growing rms are more likely to hire unem
ployed immigrants from Africa and Asia than non-growth
rms. Thus, high-growth rms are more likely to provide
employment opportunities to marginalized groups, indi



cating that they are less selective in hiring decisions. Gon
sequently, policies promoting high-growth entrepreneur

ship may also be crucial in enhancing the employment
prospects of unemployed non-Western immigrants.

While most companies grow slowly or not at all, a
small number of high growth companies account for a
large share of job creation and economic impact. High
growth is a very rare phenomenon and not persistent
over time but a temporary phase in the lifespan of com
panies, which may occur several times without sustained
high growth. (Coad et al., 2014; Daunfeldt & Halvarsson,
2015; Brown & Mawson, 2013; Holzl, 2014.) It remains
debated in the literature to what extent these compa
nies are young, small and active in certain sectors (see
Autio, 2016; Coad et al., 2014). Several methodological
and conceptual challenges have been identi ed in pro
ducing robust evidence. A literature review carried out by
Brown et al. (2017) on empirical evidence of high growth
highlights that there is no typical type of high-growth
company. Instead, they are heterogenous and vary in
their characteristics as rm growth is achieved through
several internal and external mechanisms and channels.
Furthermore, research suggests that in addition to high
growth, attention should be placed also to other aspects
of the rm performance, notably to pro tability, produc-
tivity and sustainability, when seeking positive econem
ic and social impacts. (Daunfeldt & Halvarsson, 2015;
Daunfeldt et al., 2014.) Ali-Yrkko et al. (2022) studied
scalability based on business model, which as a metric
does not require growth in the past but is forward-looking
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in nature and indicates the scalability potential, and the
research emphasizes that not all high growth is scalable
with potential to increase pro tability.

5.1.1 DEFINING HIGH-GROWTH FIRMS

The literature has no consistent de nition for high-growth
rms (HGFs). Often, high-growth rms are identied by
their growth in employment, but growth in turnover or sales
is also a standard metric for de ning and measuring these
rms (see, e.g., Brown et al., 2017). Over the 2000s, the
OECD’s (2008) de nition has become the standard de ri
tion for high-growth rms. The OECD’s de nition states that
an HGF is “an enterprise with average annualized growth
(in a number of employees or turnover) greater than 20%
per annum, over a three-year period, with a minimum of 10
employees at the beginning of the growth period” (OECD,
2008). Hart et al. (2021) and Brown et al. (2017), for in
stance, discuss the criticism of the OECD de nition. While
the OECD de nition is a standardized and precise de nition
for a HGF, its policy relevance is debatable. For instance,
the de nition excludes rms that may be growing rapidly
but fall just outside the given threshold. Also, the threshold
for the growth in percentages biases the measure towards
smaller rms. Itis easier for a smaller rm to achieve rela
tive growth than it is for larger rms. Hence, some studies
have adopted the Birch (1979) indéor identifying growth
rms due to its size neutrality (e.g., Eklund 2020).

[8] The Birch index is calculated by multiplying relative growth by abso
lute growth: Birch, ,=(L-L,,) )x(L /L,.), where |_represents the number of

tt-3
employeesina rminyeartand L, the number of employees in year t-3.



Monteiro (2019) points out that empirical studies have
focused exclusively on HGFs, leaving scaleup rms large
ly unexamined. This oversight stems from the lack of a
precise de nition for scaleups in the literature and meas
urement challenges in register data. Scalability is often-as
sociated with a rm’s ability to grow rapidly without being
constrained by its structure. A scaleup rm can be de ned
as an HGF whose growth is primarily, though not exclusive
ly, based on the scalability of its business model (Monteiro,
2019). Thus, any scaleup rm can be a high-growth rm,
but only some high-growth rms can be scaleups. Regis
ter data does not often include information on the rm’s
business model or other relevant variables that could be
used to de ne scaleups, as Monteiro (2019) suggests. The
debate over the pros and cons of di erent de nitions and
measures for HGFs continues in the literature.

5.1.2 THE CHARACTERISTICS OF SCALEUPS

Since the seminal work by David Birch (1981), it has been
debated in the literature to what extent high-growth rms
are young, small or overrepresented in speci c sectors
(see Brown et al., 2017; Coad et al., 2014). The variety
of results in the literature is due to dierences in their
de nition and measures of growth, observation peri
ods, geographic areas and methods used (Brown et al.,
2017; Coad et al., 2014; Henrekson & Johansson, 2010).
Coad et al. (2014) note that using di erent growth indi
cators selects dierent rms. Bown et al. (2017) argue
that dierent de nitions and measures for identifying

high-growth rms can potentially lead to very dierent,
perhaps wrong, policy implications. Thus, the most sig
ni cant controversies in the literature revolve around the
methodology for selecting high-growth rms (HGFs) and
the policy implications of the research ndings.

Despite the varying results, the current literature has
identi ed several stylized facts about scaleups: 1) HGFs are
young but not necessarily small, 2) HGFs are found in all
types of sectors and locations, and 3) high rm growth is
short-lived and episodic (see, e.g., Goswami et al., 2019).

First, many recent studies have shown that younger
rms are more likely to have a growth period (e.g., Coad
& Karlsson, 2022; Felix & dos Santos, 2018; Daunfeldt
et al., 2014), whereas there is no clear relationship be
tween rm size and growth (e.g., Haltiwanger et al., 2013;
Henrekson & Johansson 2010). Second, it is often argued
that public funding should be targeted at high-tech rms,
thatis, rms with high R&D intensity, because these rms
are innovative and thus potentially fast-growing. Howev
er, high-growth rms are present in almost all sectors.
Recent literature shows that knowledge-intensive indus
tries (service industries with a high share of human cap
ital) are more likely to have a higher proportion of HGFs
than other sectors (Daunfeldt et al., 2016). Third, the fast
growth is often volatile and episodic (e.g., Brown et al.,
2014; Daunfelt & Halvarsson, 2015; Holzl, 2014). External
shocks can promote or slow down rm growth, but even in
the absence of these shocks, rapid growth is challenging
to sustain in the long term.



In their literature review, McKelvie and Wiklund (2010)
argue that the literature has focused too much on “how
much” rms grow instead of “how” rms grow. Very it

tle is known about the internal growth dynamics of high-
growth rms (Leitch et al., 2010; McKelvie & Wiklund,
2010). However, we do know that not all rms grow organ
ically or internally. Some rms grow due to organizational
changes, mergers or acquisitions (Brown et al. 2017). In
Finland, Deschryvere (2008) shows that approximate

ly 65% of the jobs created by HGFs were due to organic

employment growth and not due to acquisitions. Also,
medium-sized companies typically have the highestpo
tential to grow and create jobs. Moreover, Busk and Nau
manen (2022) also discovered that most HGFs in Finland
grow organically, and only a tiny part of the increase in
personnel is created through corporate merges, sales or
intra-corporate transfers. Interestingly, more business
acquisitions and outsourcing occur during growth pe
riods than otherwise. This is particularly emphasized in
the knowledge-intensive sectors. Growth periods are also
characterized by transferring personnel within the group
from one rm to another. Instead, in production-inter
sive sectors, employees often continue to work for the
same employer.

A small group of studies has also examined the routes
to growth and growth-pro tability dynamics (Davidsson
etal., 2009; Ben-Hafaiedh & Hamelin, 2022; Jang, 2011).
The studies nd that pro t-focused rms are more likely
to achieve pro table growth than growth-focused rms.
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Mansikkamaki (2023), using data on Finnish rms, shows
similar results. She also nds that very small, young
rms encounter fewer risks associated with growing at
low pro tability levels compared to other rms. The ad
vantages of rm size for future performance depend on
the rm’s current pro tability. Overall, the studies argue
that policies aimed at encouraging job creation through
rm growth should prioritize enhancing rm pro tability
rather than directly targeting growth.

5.2 BUSINESS FINLAND-FUNDED SCALEUPS

High-growth rms contribute disproportionately to job
creation and economic growth (e.g. Coad et al., 2014;
Holzl, 2014; Henrekson & Johansson, 2010). The results
have also been replicated in Finland, where scaleups,
accounting for less than half a percent of the company
stock, contribute to one third of new jobs in the business
sector (Maliranta & Hurri, 2018). Drechyvere (2008) fur
ther supports this, nding that 750 scaleup rms created
over 60 000 jobs in Finland during 2003—2006. There
is, however, less information available on job creation of
scaleups that have received public business funding.

We compared the development and growth of seale
ups funded by Business Finland with those that did not
receive funding from Business Finland. In the analysis,
we consider only the following Business Finland funding
instruments: R&D, NIY, Tempo, Marker Explorer, Talent
Explorer and Talent. We also explore how Business Fin
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land-funded and other scaleups have evolved over the two funding during 2010-2021 (Figure 15). The total number
years following their attainment of scaleup status. of scaleups has varied between 200 and 500 rms anAu

In the analysis, we apply Business Finland’s funding ally. The share of scaleups that have applied for Business
application data and Statistics Finland’s rm-level regis  Finland funding has been 11%, which is quite low. Most
ter data (business register and nancial statement data) scaleups (68—86%) applying for Business Finland fund
over the years 2010-2021. We also employ Finnish-Cus ing have received the funding.
toms data on international trade of goods from the same Figure 16 presents the provinces and industries with
period. The data are described in Appendix 1. Scaleupsthe largest number of the Business Finland-funded sca
are rms with an annual turnover of more than EUR 2 mil  leups from 2010 to 2021. Most Business Finland-funded
lion and at least ten employees at the start of the growth scaleups are in Uusimaa, Pirkanmaa, North Ostrobothnia
period, and an average growth rate of at least 20% in at and Southwest Finland. The highest represented industry
least three consecutive years. We use employment growthamong Business Finland-funded scaleups is the comput
to identify scaleups. The rm receives scaleup status-al er programming, consultancy and related activities sector
ways at the end of a three-year growth period. Thus, the (NACE 62). Other common industries include specialized
group of scaleups varies over time. construction activities (NACE 43), wholesale trade (NACE

46), architectural and engineering activities (NACE 71),

5.2.1 NUMBER AND SHARE OF FUNDED SCALEUPS  construction of buildings (NACE 41) and activities of

We will start by looking at the number of scaleups in Fin head o ces (NACE 70).

land and those scaleups that applied for Business Finland
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5.2.2 SIZE AND ROLE OF BUSINESS FINLAND-FUNDED scaleups among other SMEs is only one or two tenths
SCALEUPS IN FINLAND DURING 2010-2021 of a percent, their share of turnover and employment is
larger. These shares have stayed constant throughout the
research period.

In Appendix 3, we have separately analyzed the net
job creation among SME-sized scaleups, comparing
those that received Business Finland funding to those
that did not. Both Business Finland-funded SME-scale
ups and other SME-scaleups have consistently created
new jobs at an annual rate of 15-30% between 2010
and 2019.

When Business Finland-funded scaleups are eom
pared to all companies, it can be observed that their
importance is more signi cant than their number sug
gests (Table 4). Business Finland-funded scaleups-ac

We have calculated the sum of personnel and the sum count for only 0.02% of th_e company St.OCk’ bUt. their
of turnover for the Business Finland-funded SME-sized share in turnover amount Is tenfold. Thel_r share in the
scaleups during 2010, 2014, 2018 and 2021 (Table 3), "umber of personnel is even more prominent, approx
Then these sums are compared to the sums of turnover imately 0'26%' Thus, the ndings of Table 3,_Tab|e 4
and personnel of all similar-sized rms during the same and Appendix 3 show that scalel_Jps_ and Busm_ess—Fln
years. The gures in share row indicate the proportion Ia.ndifunded scaleups haye a signi cant role in the
of the Business Finland-funded startups sumsrelative Finnish economy, an_d their potential to create new em
to the total personnel of and turnover sums of all com ployment is substantial.
panies of the same size.. Although the share of funded

The role of scaleup rms in an economy is signi cant
as they are important drivers of economic growth. Their
ability to grow quickly may improve GDP growth as well.
Scaleups are already in a phase of growth, so they have
plenty of potential for creating new employment. Scale
up companies often develop innovations and introduce
new products, services and technologies. This may boost
the innovation atmosphere in the whole economy. As
scaleups grow, they attract investment from venture cap
italists, private equity rms, and other nancial institu -
tions. Scaleups can also signi cantly impact their supply
chains, supporting the growth of suppliers, service pro
viders and other businesses within their ecosystem.






5.2.3 FUNDED SCALEUPS VS. OTHER SCALEUPS

In the research data, scaleup rms applied for Business
Finland funding approximately 500 times between 2010
and 2021. Approximately 75% of the applications were ac
cepted. The median funding amount per accepted applica
tion was EUR 265 000, but the amount has varied greatly
during the research period. In 2016, the median funding
amount was EUR 400 000; in 2013, it was EUR 140 000.
Among the funding instruments under study, the most
used funding instrument for scaleups was R&D funding
(82% of approved applications) and Tempo (11%), while
Explorer accounted for a 7% share.

We statistically described and compared scaleups that
have received Business Finland funding to other scale
ups, i.e., rejected applicants and those that did not apply,
over the period from 2016 to 2021. Table 5 presents the
median values for age, turnover, number of employees,
added value, labor productivity, pro t margin, and export
of goods per turnover for these three groups measured
at the year of the funding decision. The same table also
provides information on the proportion of exporting com
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panies and the total number of companies within each
group. We used median values because the variables con
tain large outliers that increase the mean. The median
provides a more accurate representation of the majority
of rms. Table 5 addresses whether there are signi cant
di erences between the accepted and rejected rms atthe
time of the funding decision. When rms that applied for
funding are compared to those that did not, conclusions
can be drawn about the allocation of the funding. Scaleups
receiving funding are somewhat older than those denied
funding (Table 5). Both groups have nearly identical turn
over, but funded companies employ slightly fewer sta.
Regarding labor productivity and prot margins, funded
companies are only marginally better than those whose
funding application was rejected. Compared to scaleups
that have not applied for Business Finland funding, those
that received funding have higher turnover and productiv
ity, and they employ somewhat more workforce. Thus, it
seems that more successful scaleup rms in terms of-
nancial indicators apply for Business Finland funding.
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5.2.4 ECONOMIC DEVELOPMENT AFTER SCALEUP The ndings suggest that while Business Finland funding
STATUS may contribute to sustained employment and turnover
growth in the short term, it does not correlate with the
internationalization or labor productivity of the funded
rms. The subsidized rms may have continued to grow
even in the absence of the funding. We will explore the
causal relationship between Business Finland funding
and rm growth in Chapter 5.5.

We studied the post-scaleup development of rms that
have received Business Finland funding compared to those
that have not. Speci cally, we examined and compared the
development of Business Finland-funded scaleups with
other scaleups over the two years following their attain
ment of scaleup status. The rms in question achieved
scaleup status (based on employment growth) within the
previous three years. Business Finland-funded scaleups
received at least one instance of Business Finland funding
by year t. In contrast, the other scaleups did not receive
any such funding in year t or earlier. The analysis does not
include micro rms due to the scaleup de nition.

Table 6 presents the ndings of our analysis. The 1e
sults indicate that Business Finland-funded (BF-funded)
scaleups experienced a greater increase in employment
in the two years after achieving scaleup status compared
to other scaleups. Additionally, turnover growth is higher
among funded scaleups one year after attaining scaleup
status, but this di erence is no longer statistically signif
icant after two years. The two groups have no statistically
signi cant di erences regarding export value, labor pre
ductivity, or equity investments at any period.

[9] Scaleups are rms with an annual turnover of more than EUR 2 mil
lion, at least ten employees, and a yearly growth rate of personnel of at
least 20% in at least three consecutive years.
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Equity investments, relative change

period BF-funded N other scaleups | N dierence in the means | p value
t+1 0.260 1,114 0.296 2,637 -0.035 0934
t+2 -0.118 957 0.484 2,643 -0.602 0.174

5.3 BUSINESS FINLAND FUNDING AND FIRM
GROWTH

This analysis explores the relationship between Business
Finland funding and rm growth among SMESs, focusing
on whether such funding in uences the likelihood of a
rm becoming a scaleup within three years. We estimate
a logistic regression model, where the dependent variable
is a binary indicator of scaleup status three years after
receiving the funding (Scaleug.s)). The independent
variables include:

» BF funding,. A dummy variable indicating if any
Business Finland funding was received in year t (1),
or not (=0).

* R&D funding,. A dummy variable indicating if R&D
funding was received in year t (=1), or not (=0).

» Explorer funding,. A dummy variable indicating if
Explorer funding was received in year t (=1), or not
(=0). Explorer funding includes Market Explorer, Tal
ent, and Talent Explorer funding instances.

» Cumulative BF funding,. The number of cumulative

Business Finland funding instances received until
year t-1.

In addition, all the models include various rm-speci
ic characteristics as control variables, such as rm age,
personnel size, turnover, equity investments, debt ratio,
funding received from other sources (over EUR 10 000),
and industry (2-digit level).

Instead, for Tempo funding Tempo funding) we es
timate a linear regression model, where the relationship
between Business Finland funding and rm growth is
analyzed by utilizing the Birch Indey,.; as the depend
ent variablé®. Tempo funding targets startups, thus mak
ing the standard scaleup de nition inapplicable. Typically
startups are micro rms, and for rms with under ten em
ployees we cannot apply the OECD de nition of scaleups
(‘rms with an annual turnover of more than 2 million
euros, at least ten employees, and a yearly growth rate of
at least 20% in three consecutive years’).

[10] The Birch index is calculated as the relative change times absolute
change in the number of personnel: Birgh = (Lus-L) x (L a/L:), where

L, represents the number of employees in a rmin year t and.4 the
number of employees in year t+3.
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5.4 THE USE OF R&D FUNDING number of employees, added value, labor productivity,
pro t margin, and export of goods per turnover for the ac

cepted and rejected R&D applicants, measured at the year
of the funding decision. Funding decisions over the years
2010 to 2021 are included. Additionally, the table provides
information on the proportion of exporting companies
and the total number of companies within each group.
Companies that received R&D funding are slightly
younger than those that received a rejected funding-de
541 PARTICIPANTS OF R&D FUNDING cision (Table 8). While R&D-funded companies are seme
In the research data, companies applied for Business Fin  what younger, they employ more people than those whose
land’s R&D funding approximately 6 400 times between application was rejected. Additionally, funded companies
2010 and 2021. Approximately 60% of the applications have higher turnover and value added. However, their labor
were accepted. The median amount of R&D funding has productivity and pro t margins are lower. This may be due
been nearly EUR 206 000 per accepted funding decision. to the focus on growth and product development among
The median amount of R&D funding has increased rough companies that applied for funding. The examined var
ly 70% from 2010 to 2021. The most typical industries to iables, particularly turnover and number of employees,
which R&D funding was granted are computer program have uctuated according to economic conditions. Dur
ming, consultancy and related activities sector (NACE ing 2017-2019, when GDP was growing fast, companies
62), architectural and engineering activities (NACE 71) saw increases in both turnover and employee numbers.
and Manufacture of machinery and equipment (NACE 28). However, the COVID-19 pandemic signi cantly impacted
Table 8 presents the median values for age, turnover, business operations and decreased companies’ turnover.

Next we will describe the use and participants of Business
Finland’s R&D funding. We statistically analyzed rms
that have applied for Business Finland’s R&D funding by
comparing those which have received funding to those
whose applications were rejected over the period between
2010 and 2021.






5.4.2 ACCEPTED AND REJECTED R&D APPLICANTS

In this analysis, we investigate rms that have applied
for Business Finland R&D funding by comparing those
that received funding to those whose applications were
rejected. The comparison is made within three categories
of rms: micro rms, SMEs, and mid-cap rms. While
the rms in both the accepted and rejected groups like
ly share similar motivations and goals regarding inRo
vation and growth, it is essential to interpret the results
cautiously due to (to us) the unobserved characteristics
and potential quality dierences between accepted and
rejected applications and rms. We have not performed
matching for these groups.

Figures 18, 19, and 20 present the average values of
employees, turnover, exports of goods, labor productivity,
and equity investments at dierent periods for the ac
cepted and rejected R&D funding applicants. All the eut

come variables, except employees, are measured in log
form. The R&D funding is received in year t, which we refer

to as the treatment year. It should be noted that these
results cannot be interpreted as causal e ects because we
have not performed matching and DID analysis. Figure 18
displays the results for SMEs, Figure 19 for micro rms,
and Figure 20 for mid-cap rms. The statistical tests for
the results are presented in Appendix 4 (Table 21, Table
22, Table 23).
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SMEs

Before receiving the R&D funding, there were no signif
icant dierences between accepted and rejected SME
applicants regarding average employment and turnover
(Figure 18). However, post-funding, the accepted appli
cants showed a statistically signi cant increase in both
employment and turnover compared to the rejected appli
cants, suggesting that R&D funding is positively related
to these outcomes (see also Appendix 4, Table 22). No
signi cant di erences were observed in the development
of exports of goods, labor productivity, or equity invest
ments before or after the funding. Notably, SMEs receiv
ing R&D funding were more likely to be oriented toward
international markets even before the funding.

Micro rms

For micro rms, the results of R&D funding were more
varied (Figure 19). Post-funding, there was a signi cant
increase especially in employment and turnover among
accepted applicants compared to rejected ones. In the
exports of goods and labor productivity, we also found
some statistically signi cant di erences in some individ
ual years. However, turnover and productivity were initially
higher among rejected applicants, with the accepted-ap
plicants catching up in turnover three years after receiving
the funding. Equity investment trends also di er already
before the treatment year. The results suggest that R&D















5.5 THE EFFECTIVENESS OF R&D FUNDING

We assessed the impact of Business Finland’s R&D fund
ing on various rm-level outcomes, including turnover,
employment, exports of goods, labor productivity, and
equity investments. All variables except employment are
measured in logarithmic form. Employment is measured
as the Birch indeX.. Our analysis combines rm-level reg
ister data from Statistics Finland, Finnish Customs data,
and Business Finland’s funding application records. A
more detailed description of the data and methodology
can be found in Appendix 2.

5.5.1 METHOD AND DESIGN

We employed propensity score matching and drer
ence-in-di erences (PSM-DID) methods to assess theim
pact of Business Finland funding, with a primary focus on
R&D funding due to the su cient number of observations
and amount of funding. The impact evaluation primarily
targets SMEs while also considering micro rms. Howev
er, the limited number of observations for mid-cap rms
precludes a meaningful impact assessment for this group.
In this analysis, the R&D funding decision is made in
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The treatment group consists of rms that receive only
R&D funding in year t, while the control group comprises
rms that do not receive any Business Finland funding
between years t-1 and t+3. The evaluation was coneuct
ed separately for SMEs and micro rms, with the analysis
commencing in 2010. The variables used in the match
ing process include a rm's capital structure, turnover,
number of employees, pro tability, balance sheet size,
productivity, age, export volume, subsidies from other
sources, average educational level of the personnel, and
industry. It is important to acknowledge that identifying

a suitable control group for R&D recipients proved chal
lenging, largely due to the inherent growth orientation
of rms applying for Business Finland funding. In addi
tion, there may still be some unobservable rm charac
teristics, such as the quality of management or demand
shocks, that a ect the rm outcomes and could raise en
dogeneity issues.

Following the matching of R&D-funded rms with their
counterfactuals — rms similar with respect to the varia
bles used in the matching but which did not receive R&D
funding — we estimate the average treatment e ect on
treated (ATT) on various outcome variables. If we observe

year t, which we designated as the treatment year. The dierences in the outcome variables between the treat

R&D funding includes both loans and grants.

[11] The Birch index is calculated as the relative change multiplied by the
absolute change in the number of personnel: Birgh=(Lus-L) % (Luss/L: ),
where Lrepresents the number of employeesina rminyeartand.k
the number of employees in year t+3.

ment and control groups, these di erences cannot be-at
tributed to the variables used in the matching. A more
detailed description of the methodology is presented in
Appendix 2.



5.5.2 RESULTS

We assessed the impact of R&D funding on various rm
outcomes over time, namely, employment (as measured
by the Birch index), turnover, exports of goods, labor pro
ductivity, and equity investment¥. Table 9 summarizes
the dierence-in-dierences (DID) estimation results
for SMEs. The analysis estimates treatment e ects three
years after the funding decision and pre-trends two years
before the funding decision, with the results expressed as
logarithmic changes. The nal row of Table 9 highlights
the changes for the whole period from year t to year t+3.
Similarly, Table 10 provides the DID estimation results for
micro rms.

In Table 9, the ndings indicate that the R&D fund
ing has a positive e ect for employment and turnover
in SMEs. However, there are some di erences in the pre-
trends between the R&D-funded and control rms already
before period t. When looking at the results for the whole
period from year t to t+3, R&D funding has a positive -ef
fect also on the exports of goods and equity investments.
However, the results for individual years of t+2 and t+3 are
statistically insigni cant. For productivity the results are
statistically insigni cant.

[12] A positive value for equity investments indicates that more equity
funding has been invested into the company, whereas a negative value
indicates that dividends have been withdrawn from the company.
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The results for the micro rms are presented in Table 10,
and they are mostly similar as in Table 9 because the R&D
funding has positive e ects on employment and turne
ver but also on exports of goods and equity investments
when analyzing the whole period from t to t+3. Moreover,
the results suggest that the e ect on labor productivity

is somewhat negative. One explanation for this could be
that the growth-oriented R&D-funded rms seek growth
at the expense of pro tability.

Overall, our estimation results indicate that R&D fund
ing has a positive and statistically signi cant e ect on
employment and turnover among SMEs and micro rms.
Moreover, the impact of R&D funding on the exports of
goods and equity investments is also positive but the
results are statistically more dubious. Our ndings align
with previous studies that have demonstrated the positive
impact of R&D subsidies on rm employment and tum
over (e.g., Koski & Pajarinen, 2013; Karhunen & Huovarri,
2015; Fornaro et al., 2020; Hirvonen et al. 2023; Martika
inen et al. 2023). The literature presents somewhat mixed
evidence regarding the e ects of R&D subsidies on pro
ductivity (e.g., Ali-Yrkko, 2008; Koski & Pajarinen, 2015;
Karhunen & Huovari, 2015). While R&D subsidies may af
fect productivity over a longer time horizon, it becomes
increasingly challenging to establish causality as the time
since the receipt of the subsidy increases.









This chapter describes the results regarding the NIY-in
strument.

NIY funding is aimed at under-6-year-old startups with
great business potential. The goal is to foster high-growth
entrepreneurship. NIY funding enables the company to
invest in the growth of international business, strengthen
the team, develop its business model and growth strategy,
and target new markets. The NIY funding consists of three
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6 YOUNG INNOVATIVE COMPANIES (NIY) FUNDING AND SERVICE

business register and nancial statements data, as well
as information on the rms’ exports of goods from Finn
ish Customs data. The data is described in more detail in
Appendix 1.

According to our research data, companies applied for
NIY funding approximately 230 times between 2010 and
2021, and 57% of the applications were accepted. The
most common industry among NIY recipients was the

phases, and reaching the targets set by Business Finland computer programming, consultancy and related activi
enables the company to move on to the next phase. The ties sector (NACE 62). The median funding per accept

rst phase of NIY is a grant of EUR 250 000, the second
phase is another grant of EUR 250 000 and the third
phase (before 1.1.2024) is a loan of EUR 750 000 (Busi
ness Finland covers 75% of project’s costs).

6.1 USE OF NIY

We statistically investigated the use and results of NIY
funding during 2010-2021. In the analysis, we employed
information regarding the approval of Business Finland
funding applications and created two groups of rms: ac
cepted and rejected NIY applicants. We then merged
nancial information on the rms from Statistics Finland’s

ed application has been EUR 500 000. Over time, this
median amount has decreased signi cantly. In 2010, the
median funding was EUR 800 000, while by 2021, it had
declined to just under EUR 400 000.

We statistically described and compared rms that
have received NIY funding (accepted applicants) with
those that have not (rejected applicants) over the period
between 2010 and 2021. Table 11 presents the median
values for age, turnover, number of employees, added-val
ue, labor productivity, pro t margin, and export of goods
per turnover for these two groups measured for the year
of the funding decision. Additionally, the table provides






Pro t margin, % -76 -63
Share of exporting companies, % 86 87
Share of goods exports in turnover, % 0.35 0.05
Funding amount, €1,000 500 -

6.2 RESULTS OF NIY IN STATISTICAL ANALYSIS In line with earlier studies Halme et al. (2018) found that
NIY funding has a positive e ect on growth in terms of
employment and turnover beyond selection bias. im
pacts of the funding on labour productivity seem posi
tive but are less clear and emerge with considerable lag.
The funding does not have e ect on survival, but disper
sion of growth outcomes is higher among participating
startups, suggesting higher risk-taking among partici
pating companies. There are indications that NIY fund
ing complements private venture capital funding and
Tekes (at the time of the study) tended to be involved
with startups in an earlier phase than private venture
capitalists. The survey to participating companies indi
cates that the funding had positive impact on rms’ ca
pabilities, namely strategic expertise, product o erings,
and investments in research, development or innovation,
which enhanced their ability to sell to new markets to
acquire new international customers. There are indica
tions that positive impacts are increased when combin

There are several studies produced speci cally concerning
NIY program, or including the scheme as a part of the
overall impact assessment. Autio et al. (2014) studied
the companies receiving NIY funding and discovered pos
itive impacts of the funding in 1) sales and employment
growth; 2) access to funding, including new equity fund
ing. Halme & al. (2015) analyzed the impact of public
funding on young companies (less than six years old).
The analysis based on survey methodology concluded that
Tekes grants and loans had signi cant positive impact on
strategic competencies and on the R&D activities of the
companies, while only NIY funding had a positive impact
on internationalization. Research carried out by Autio &
Rannikko (2016) analyzed the growth impact of the NIY
program over a six-year period. The results indicate that
the growth rate of participating rms more than doubled.
The program also demonstrates good value for money for
the public funding invested.
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6.3 DIFFERENT PHASES OF NIY For all the NIY recipients in our sample, we gathered in
formation from Statistics Finland’s nancial statements

data and Finnish Customs data on international trade of
goods over 2010-2021. We calculated the average values
of employees, turnover, export of goods and labor pro
ductivity during and three years after receiving the NIY
funding. All the variables are measured in log form. Table
12 presents the descriptive results. The descriptives show
that rms that have completed only initial phases of the
NIY program have demonstrated consistent increases in
employment, turnover, export value and labor produc
tivity over the three years following funding. Similarly,
rms that have completed the entire NIY program have
experienced sustained growth in employment and turn
over during the three-year post-funding period. However,
improvements in labor productivity and export value were
observed for them only during the rst two years after
receiving the third funding phase.

Overall, there are no signi cant di erences in the nan
cial development of rms that have completed the entire
NIY program compared to those that have completed only
the initial phases. Firms that have completed some of
the early phases of the NIY program exhibit slightly bet
ter growth in export value and labor productivity, whereas
rms that have proceeded to the third phase have slightly
higher growth in employment and turnover. Thus, the-re
sults suggest that early phase funding of the NIY appears
to enhance the internalization and productivity of the rms,
whereas the third phase appears to increase rm growth.

The NIY funding is structured into three phases: the rst
two phases involve grants, while the third phase provides
a loan (until 2024 and after that the third phase is also
grant). Reaching the targets set by Business Finland ena
bles the company to move on to the next phase. We analyz
ed and compared the results of rms that have completed
the whole NIY program (three phases) to rms that have
completed only some of the initial phases. Due to the low
number of observations for NIY, we did not separate the
analysis by rm size.

In this analysis, we applied Business Finland’s funding
application data that includes all the rms that have ap
plied for NIY funding during the years 2010-2021. Since
the funding amounts vary greatly in the data, we were not
able to identify the NIY phases based on the amounts-In
stead, we identi ed the NIY phases by the funding type,
that is, whether the funding is a grant or a loan. We-as
sume that rms that have received a loan in a certain year
have proceeded to the third phase and thus completed
the whole NIY program, whereas those that have received
a grant have not. If a rm has received a grant and a loan
during the same year, we assume that these rms have
proceeded to the third phase.

In our sample, approximately 420 rms received NIY
funding over the years 2010-2021, and of those rms
around 100 rms (20%) passed through all three phases.
NIY funding is most common in the programming indus
try (NACE 62), but this is especially the case among those

rms that proceeded to the third phase.
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6.4 QUALITATIVE RESULTS FROM NIY Survey respondents highlighted, among other things,
results such as access to new markets, numerous new

distribution partnerships, and enhanced resources for
scaling. Many companies reported accelerated growth,
particularly in internationalization, R&D, and business
development. The funding was critical for expanding
operations and executing growth plans, even during a
challenging nancial year. Respondents noted success
in entering new markets, especially in Central Europe,
and in strengthening sales and marketing, leading to
growth and new business models. NIY funding also
helped attract venture capital investments and provided
a signi cant competitive advantage.

According to the survey, NIY funding enabled interna
nal growth by supporting market expansion, building
global sales networks, and attracting investors. Many
companies emphasized the importance of being able to
invest in sales and marketing, which accelerated growth in
target markets abroad. Additionally, the funding provided
nancial security, allowing businesses to pursue growth
more aggressively, even in challenging market conditions.
The ability to hire more talent and expand teams was-an
other signi cant bene t. Moreover, the program brought
valuable PR and credibility, enhancing visibility and mak
ing companies more attractive to private investors.

NIY is seen as a well-functioning instrument because of
its duration and three dierent stages according to in
terviewees and the complementary survey. The survey re
spondents found NIY to be very useful. On a scale of 1 to
5 (1 not at all useful, 5 very useful) the average was 49. A
total of 71% of the survey respondents found the current
phasing of NIY (1. 250k grant, 2. 250k grant and 3. 500k
grant) very suitable or suitable as it is. The majority of
the respondents used the funding primarily to invest in
the growth of their international business. Around half of
the respondents utilized the funding to strengthen their
company’s team, target new markets, develop a better
growth strategy, and develop a business model. The only tio
comment regarding the phasing of the NIY is a discussion
regarding the amount of funding in the third phase. Some
case interviews point out that the relative scale of the
third phase funding could be increased slightly or could
be extended.

NIY funding provides reassurance to private inves
tors. Many of the case interviewees said that NIY fund
ing was fundamental for the company and without it
they probably wouldn't be able to continue. The pos
sibilities of only using private funding in the startup
phase vary between companies and dierent elds.












CASE: NIY MAKING GROWTH POSSIBLE

Company:
Framery Oy

Description:

An industry pioneer and global leader in engineering and
manufacturing soundproof pods, services and solutions
that enable people at work to connect

Field of operations:
Furniture and home furnishings manufacturing

Turnover:
2023: EUR 130 million (2020: EUR 67.6 million)

Employees:
2023: 367 employees (2020: 270 employees)

Instruments:
NIY

Case:

NIY funding served the company’s needs and purpose
well, enabling rapid international growth. The NIY funding
enabled the securing of private funding which, together
with the NIY support, made growth possible — something
that would not have been achievable otherwise. The riti
cal enabler for the company’s growth was the NIY funding,
as the industry was so new and unknown at the time that
obtaining VC funding wasn't possible, despite e orts. The
company did secure funding from an angel investor, and
together with the NIY, the support was mutually reinferc
ing. The NIY program’s requirement for own funding and a
successful investment round helped attract private inves
tors. This led to a growth trajectory, and within a year of
receiving the NIY funding, the company became self-suf
cient. Since then, it has remained stable, generating
jobs and contributing to tax revenue.



/ PLANNING FOR INTERNATIONAL GROW
EXPLORER, TALENT)

'H (TEMPO, MARKET

This chapter describes the results achieved with services kets. In addition, SMEs may fail to estimate the real po
aimed at planning international growth. As these services tential of host markets, and choose not to bear the risks

di er in nature from R&D and NIY as well as in their logic
(planning of internationalization), they are presented as a
separate chapter with references to earlier literature.

7.1 EARLIER LITERATURE

The economic rationale for public export promotion ser
vices is based on two types of information related market
failures, arising from asymmetric information and ex
ternalities, which cause rms to underinvest in interna
tionalization. In addition, in the literature review, Aalto
and Gustafsson (2020) identify two policy rationales for
intervention, namely the SME support rationale and the
policy outcome rationale. It should be noted, that from
the assessed instruments Market Explorer and Talent do
not belong to export promotion service as such but rather
to the services helping in internationalization planning.

The SME rationale is based on the SMESs’ overall lack of

resources, capabilities, motivation and knowledge to nd
market opportunities, enter and operate in foreign mar

of internationalization. The policy outcome rationale is
based on widely accepted policy objectives to increase
exporting for both direct e ects (export performance: in
creased export revenue and trade surplus) and indirect
e ects (outcomes beyond exporting: rm, industry and
economy level), which are especially relevant for small
and open economies.

The research of Broocks and Van Biesebroeck (2017)
identi es three potential bene ts of export promotion
programs based on earlier literature and the results of
the study. These are 1) increase in export volumes, mostly
by penetrating new markets; 2) increase in the survival
of existing exporters in the export market, particularly in
times of unfavorable economic conditions in the target
markets; and support for non-exporters to enter the €x
port market for the rst time. However, despite the devel
opment of methodologies and data to evaluate impacts
of the export promotion policies, due to dierences in
the characteristics of export promotion schemes, insti
tutional environments and target rms, the results are
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heterogenous and should be interpreted with caution (see tion of middle-sized companies, especially in the eld of
Aalto & Gustafsson, 2020; Koski et al., 2020; Olarreaga professional, scienti ¢ and technical activity.
etal., 2019).

Koski et al. (2020) studied the impacts of publicly 7.2 USE AND RESULTS OF TEMPO FUNDING
funded internationalization services in Finland including
Tempo, Market Explorer and Talent Explorer, on growth
in terms of turnover, value added, employment, exports
and labor productivity. The study supports the view that
use of export promotion services has a positive e ect on
the sales of participating companies compared to their
counterparts. The use of internationalization services-de
creases the likelihood of a rm switching to the lowest
10% sales and employment growth quantile, while the si
multaneous use of internationalization services and R&D
subsidies increased the probability of a rm switching to
the highest 10% sales growth quantile. However, regard
ing other growth indicators and spillover e ects materi
alizing as higher growth in companies that had hired em
ployees from rms that use internationalization services,
the study did not present any statistical evidence of any
Clear impacts.

Busk & Naumanen (2022b; see also Simons et al.,
2022) studied the impacts of Business Finland direct
grants to middle-sized companies and found diverse-re
sults. The funding has the most obvious impacts to the
balance sheet, goods exports and goods and services
exports as a share of a turnover, where positive impacts
were observed one year after the funding. The results in
dicate that direct grants have supported internationaliza

Tempo funding is aimed at under six year old startups
with a new product or service idea. The company can pre
pare for international growth by getting feedback from
potential customers and by identifying the demand and
performance in international markets. The maximum
grant is EUR 60 000, and it covers 75% of the project’s
cost. As the funding is competitive, the funding is not
granted automatically if the minimum criteria are met.
Business Finland evaluates the company’s business as a
whole when making a decision.

We statistically described the rms that have used
Tempo funding during 2016-2021. We also analyzed the
success of the subsidized rms’ internalization. In the
analysis, we utilized acceptance information of the Busi
ness Finland funding applications and created two groups
of rms: accepted and rejected Tempo applicants. We
merged nancial information on the rms from Statis-
tics Finland’s business register and nancial statements
data as well as information on the rms’ exports of goods
from Finnish Customs data. The data are described in
more detail in Appendix 1. Tempo users were part of the
survey (see Appendix 5) and most of the case respend
ents (N=29) had also considered or used Tempo funding.
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7.2.1 TEMPO PARTICIPANTS tivity, pro t margin, and export of goods per turnover for
these two groups measured for the year of the funding
decision. The same table also provides information on the
proportion of exporting companies and the total number
of companies within each group. We used median values
because the variables contain large outliers that dispro
portionately a ect the mean. The median provides a more

In our research data, companies applied for Business Fin
land Tempo funding approximately 2 500 times between
2016 and 2021. Approximately 60% of the applications
were accepted. Median funding per accepted application
was EUR 50 000 euros and it has remained stable over
time. The most common industry among Tempo recipi . g
ents was the computer programming, consultancy and accurate representation of the m_ajo_nty of rms. Table 13
related activities sector (NACE 62). Activities of head-of addresses whether there are signi cant di erences be
ces (NACE 70) and wholesale trade (NACE 46) are the tween the accepted and rejected rms at the time of the

second and third most common industries. fun_I(_jr:ng(;Jlems_lor_L h h h ved T
We statistically described and compared rms that e descriptives show that rms that received Tem

have received Tempo funding with those that have not po funding dier from those that were denied funding

- . - terms of number of employees, labor productivity and
(rejected applicants) over the period between 2016 and n . : :
2021. Table 13 presents the median values for age, turn prot margins (Table 13). Funded companies have slight

over, number of employees, added value, labor proguc Iy_ more employees, but their producti\{ity and pro t mar
gins are lower than those denied funding.

TABLE 13. DESCRIPTION OF FIRMS THAT APPLIED FOR BUSINESS FINLAND TEMPO FUNDING DURING THE PERIOD
2016-2021. THE TABLE PRESENTS THE MEDIAN VALUE FOR EACH VARIABLE MEASURED FOR THE YEAR OF
THE DECISION.

TEMPO ACCEPTED, MEDIAN| REJECTED, MEDIAN
Number of observations 1,508 894

Age 3 3

Turnover, €1,000 164 160
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Employees 2.3 15
Added value, €1,000 297 40.7
Labor productivity, €1,000employee 18 36
Pro t margin, % -19 -6,8
Share of exporting companies, % 86 90
Share of goods exports in turnover, % 0.01 0
Funding amount, €1,000 50
7.2.2 THE RESULTS OF TEMPO not compared to similar rms that did not receive it, the

observed changes could also be due to other factors, such
as better management or additional funding sources. The
turnover of both accepted and rejected rms decreased
before the funding application. For the approved compa
nies, the turnover turned to growth after the funding. The
number of personnel was also decreasing in both groups
before the funding decision but started to increase +e
gardless of the funding decision. Labor productivity also
turned to a clear increase in accepted companies after the
funding decision. On the other hand, the value of goods
exports was increasing in accepted companies both be
fore and after the funding.

We compared the development and internalization of the
rms that have received Tempo funding to those that have
not. Figure 25 shows the average development by various
performance measures of accepted and rejected fem
po-funded rms two years before and three years after
the funding decision. We investigate the average devel
opment of employees (number of personnel), (log) turn
over, (log) labor productivity and (log) value of goods
exports. These gures can indicate whether there have
been changes in the development of the studied variables
after the Tempo funding. However, they do not provide a
basis for assessing the e ectiveness of the funding de
cision itself. Since rms that received Tempo funding are
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7.2.3 QUALITATIVE RESULTS FROM TEMPO as they did. Some of them wouldn't have started at all. Ap
proximately a fourth of the survey respondents felt that
they wouldn’'t have been able to expand to international
markets without Tempo. Around half of the respondents
af felt that they would have been able to expand, but not to
the same extent as they did with Tempo. Only 11% of the
respondents felt they would have been able to expand to
international markets to the same extent without Tempo.

Respondents identi ed several key bene ts from the
program. The funding provided crucial support for +e
search and development, enabling companies to test and
re ne their concepts and advance product development.
This assistance was vital for achieving a better prod
uct-market t and accelerating overall development. Ad
ditionally, the program played a signi cant role in interna
tional expansion, allowing companies to explore and enter
new markets, build global sales networks, and attract
investors. Respondents valued the opportunity to gath
er customer feedback and market insights, which guided
product development and helped in understanding mar
ket needs. The nancial backing also allowed companies
to pursue growth more aggressively, manage operations
e ectively during tough times, and support hiring and
scaling e orts. Moreover, the program facilitated valua
ble networking opportunities, connecting companies with
new customers, partners, and investors, and contributing
to overall business development.

The companies agreed that Tempo has especially
helped them learn from the market, develop their product

In the interviews Tempo was seen as a relatively easy-pro
gram for the companies to utilize. In order to achieve the
maximum bene ts, it is important to identify the right tim -
ing for Tempo as well as the necessary steps before and
ter the funding. This requires more comprehensive custem
er management on the side of Business Finland. According
to the Business Finland experts, the number of rejected
applications has risen in recent years, which was deemed to
be a result of lacking customer service and advice.

In our survey, the companies found Tempo to be very
useful. Survey respondents were asked to estimate the
usefulness of Tempo on a scale of 1 to 5 (1 not at all
useful, 5 very useful) and the average was 4.6. Tempo
was seen by the interviewees as especially crucial in the
startup phase. Most of the respondents used the fund
ing primarily to test or pilot the demand for a product or
service with customers and for market validation. Inter
viewees also added that it allowed them to use advisory
services that they would not have been able to use other
wise. This helped newer companies to allocate their-lim
ited recourses more wisely. Tempo was also bene cial in
the later stages, allowing more substantial investments
and helping to attract private funding.

Many of the case interviewees thought that obtaining
private funding in the startup phase is extremely di cult
in Finland, which is why Tempo is so important for start
up companies. Without Tempo many of the companies
wouldn’t have been able to move forward or grow as fast















CASE: COMBINING TEMPO AND R&D

Company:
Silcube Financial Systems Oy

Description:
Software Design and Development

Field of operations:
FinTech

Turnover:
2023: EUR 60 000 (2020: EUR 60 000)

Employees:
2023: 3 employees (2020: 1 employee)

Instruments:
Tempo, R&D
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Case:

The company realized that the original product needed
signi cant development in a di erent direction, necessi
tating a pivot. The role of Business Finland’s funding was
very signi cant when the company needed to redesign
its operations. R&D loans enabled increased investment,
freeing capital for sales and marketing. Tempo guided
the company to focus on business and customer interac
tion, essential for leveraging product development. With
Tempo, the company’s knowledge base has signi cantly
grown, and they now understand customer needs more
precisely. The funding also made the company more at
tractive to other investors.



CASE: COMBINING TEMPO AND DEEP TECH
ACCELERATOR (DTA)

Company:
Elmery Oy

Description:

Elmery Oy is a Finland-based tech company o ering pat
ented, cost-e cient and sustainable critical metal re n-
ing technology. The rapidly growing global customer base
is highly interested in selective and chemical-free tech
nology.

Field of operations:
Metal treatments

Turnover:
2023: EUR 157 000 (2022: EUR 93 000)

Employees:
Summer 2024: 9 employees
(2023: 4 employees, 2022: 2 employees)

Instruments:
Tempo, Deep Tech Accelerator
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Case:

As a young company, Elmery received Tempo funding
in 2022. This support was instrumental in preparing for
international growth, leveraging advisory services, and
setting the stage for the next funding round. In its early
phase, the company wouldn't have been able to undertake
these critical activities without Tempo’s assistance.

In 2023, Elmery participated in the Deep Tech Accelerator
(DTA), which proved to be an ideal t given the compa
ny’s deep tech foundation. The DTA funding was designed
to accelerate market entry, allowing Elmery to hire key
employees, enhance market and customer insights, and
signi cantly improve its marketing e orts. The DTA has
had a profoundly positive impact on the business. The
structure of the DTA, which consists of a grant followed
by a loan, has provided the company with a longer-term
perspective for planning and executing necessary actions.

In summary, Business Finland's funding has allowed
Elmery to make signi cant investments in its growth and
scaleup e orts. As a result, EImery is currently on an ex
cellent trajectory, with several of the world’s leading pre
cious metal re neries as customers.
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7.3 USE AND RESULTS OF MARKET EXPLORERSsultancy and related activities sector (NACE 62). Whole

TALENT AND TALENT EXPLORER sale trade (NACE 46) and manufacture of fabricated

o _ metal products (NACE 25) are the second and third most
We statistically described the rms that have used Explor 5 mmon industries.

er funding during 2017-2021. The number of observa We statistically described and compared rms that

tions for Talent and Talent Explorer is low and we have paye received Explorer funding with those that have not
pooled this data with Market Explorer. In the analysis, we (rejected applicants) over the period between 2017 and
employed acceptance information of the Business Finland 5021 Tapje 15 presents the median values for age, turn

funding applications and created two groups of Ims:  qyer number of employees, added value, labor produc
accepted and rejected Explorer applicants. We merged ity pro t margin and export of goods per turnover for

nan_cial inforrr_]ation on the rms from Statistics Finland's  rese two groups measured for the year of the funding
business register and nancial statement data as well as  yacision. The same table also provides information on
information on the rms’ exports of goods from Finnish  the proportion of exporting companies and the total

Customs data. The data is described in more detail I"Ap yumber of companies within each group. We used-me
pendix 1. These instruments were also part of the parici - gian values because the variables contain large outliers
pant survey (see Appendix 5) and case interviews covered it increase the mean. The median provides a more ac

these instruments as well. curate representation of the majority of rms. Table 15

addresses whether there are signi cant di erences be
7.3.1 PARTICIPANTS OF EXPLORER FUNDING tween the accepted and rejected rms at the time of the

INSTANCES funding decision.

In the research data, companies applied for Business  The companies that received funding from Business
Finland Explorer funding instruments approximately 720 Finland are somewhat older and have more employees
times between 2017 and 2021. Explorer funding includes than those that were denied funding (Table 15). Measured
Talent, Talent Explorer, and Market Explorer. Approximate by nancial indicators, companies that received funding
ly 80% of the applications were accepted. Median Explorer are more successful. The added value of the Explorer
funding has been EUR 10 000 per accepted application, funded companies is more than ve time greater that the
and it has remained the same in all the years the instru  added value of companies whose application was reject
ment has been in use. The most common industry among €d. Also, labor productivity is almost 20% higher in Busi
Explorer recipients was the computer programming, eon ness Finland-funded companies.
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7.3.2 THE RESULTS OF EXPLORER FUNDING INSTANCHS: due to other factors, such as better management or
additional funding sources.

Business Finland Explorer-funded companies have had
a higher turnover and a larger number of employees than
non-funded companies. The growth in turnover and num
ber of personnel accelerated slightly in accepted rms-af
ter Explorer funding. The development of labor productiv
ity of the accepted companies remained stable after the
funding decision. The value of goods exports seems to
have jumped to a new level in conjunction with the fund
ing application in both accepted and rejected companies.
This may be due to both accepted and rejected applicants
aiming for international markets, and thus the selected
sample is such that these rms can expect export growth.
The export growth of rejected rms may then indicate
that the rejected rms were able to expand to internation
al markets also without funding from Business Finland.

We compared the development of the rms that have
received Business Finland’s Explorer funding to those
that have not. Explorer funding includes Talent, Talent
Explorer, and Market Explorer. Figure 30 shows the av
erage development in various performance measures of
accepted and rejected Explorer-funded rms two years
before and three years after the funding decision. We
investigated the average development of employees
(number of personnel), (log) turnover, (log) labor pre
ductivity and (log) value of goods exports. These gures
can indicate whether there have been changes in the de
velopment of the studied variables after the funding.
However, they do not provide a basis for assessing the
e ectiveness of the funding decision itself. Since rms
that received funding are not compared to similar rms
that did not receive it, the observed changes could also
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7.3.3 QUALITATIVE RESULTS FROM MARKET EXPLORERarket studies and the funding was seen as crucial. The
{use of Market Explorer expedited the move to internation
al markets in some cases.

According to the survey respondents, Market Explorer
signi cantly enhanced companies’ understanding of po
tential new markets and provided valuable insights into
markets outside Finland. The funding enabled increased
international presence, supported market research, and
facilitated the development of internationalization strat
egies. Respondents noted that the nancial support was
crucial for exploring and validating new markets, such
as the United States and Saudi Arabia, and for identi
fying local competitors and market structures. The pro
gram also facilitated testing marketing approaches and
connecting with talent and potential partners in target
markets. While some projects faced challenges, such as
market conditions and currency uctuations, the overall
support helped companies gain a better understanding
of market needs, re ne their strategies, and plan for fu
ture expansion.

The companies which answered the survey found Marke
Explorer to be very useful. Ona scale of 1 to 5 (1 not at all
useful, 5 very useful) the average was 4.4. Market Explor
er is viewed as concrete money that the companies can
use for external advisory services. Unlike Tempo funding,
Market Explorer is meant for companies that have a prod
uct on the market already.

Market Explorer funding was most commonly used by
respondents to identify business opportunities, develop
an internationalization plan and strategy, export customer
processes, and validate the product’s competitive advan
tage and value proposition in the target market. Accerd
ing to the interviewees, Market Explorer gives companies
the opportunity to carry out speci ¢ market studies. In
many cases these studies were something the companies
would have done even without the funding. The interview
ees pointed out that it would be foolish for the company
not to apply for the funding. In newer and smaller compa
nies, Market Explorer made it possible to carry out larger
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CASE: CONTRIBUTION OF SEVERAL ASSESSED ase:

INSTRUMENTS

Company:
GrainSense Oy

Description:
Solutions for instant grain and oilseed quality monitoring

Field of operations:
Measuring and control instrument manufacturing

Turnover:
2023: EUR 1.2 million (2020: EUR 1.1 million)

Employees:
2023: 13 employees (2021: 18 employees)

Instruments:
NIY, Market Explorer, R&D

NIY funding played a vital role in accelerating internatien
al expansion within the program’s framework. The com
pany has scaled globally as a “born global” entity, with
only 3—4% of its operations based in Finland and the rest
being exports. Without this funding, the company would
have struggled to build e ective sales channels, leading
to a slower, incremental market entry, potentially focusing
on one country at a time. Additionally, the NIY funding
enabled a signi cant presence at trade shows, which has
been crucial for business development.

Market Explorer funding provided valuable insights
for decision-making. Without it, the company would have
faced higher risks or missed strategic market entry ep
portunities. This funding provided essential information
and reduced uncertainties, facilitating more informed and
strategic expansion decisions.

R&D funding accelerated product development from
the outset. It supported advancements in sensor tech
nology, opening a completely new business realm. This
allowed the company to demonstrate a functional device
to clients, leading to signi cant contracts and ongoing
business opportunities from 2025 onwards. Although the
timelines for converting investment and e ort into nan-
cial value are lengthy, the R&D funding was essential for
achieving this progress.
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7.3.4 QUALITATIVE RESULTS FROM TALENT

Overall, the companies found Talent to be very useful. On
a scale from 1 to 5 (1 not at all useful, 5 very useful)
the average was 4.7. Talent is not as well-known as the
other funding elements. The companies that use Talent
are usually large and old enough to have professional
management. Talent is aimed at making companies more
attractive to international experts by improving their cull
ture and operations. Respondents predominantly used
Talent funding to develop international skills manage
ment. Around a fth of the respondents used the funding
to develop a corporate culture that supports international
recruitment, as well as to enhance international recruit
ment skills and processes.

According to the survey, the most common results of
the funding were developing international skills manage
ment and developing a corporate culture that supports the
use of international expertise. Interviewees said that Tal
ent helped companies to expand their international werk
force. Projects made possible by the funding were aimed
at building new recruiting networks and providing training
for personnel, for example. The international experts-re
cruited by the respondents were not usually connected to
Finland. Slightly less than a third of the respondents to
the survey reported that the expert had previously worked
in Finland, while 47% said that the expert was not eon
nected to Finland.
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CASE: TALENT AS AN IMPORTANT INSTRUMENTase:

IN THE INTERNATIONALIZATION PATH

Company:
Luxid Group Oy

Description:
Accelerates business growth with end-to-end marketing.

Field of operations:
Advertising services

Turnover:
2023: EUR 9.8 million (2019: EUR 3.3 million)

Employees:
2023: 66 employees (2019: 30 employees)

Instruments:
Talent

The company applied for Talent funding to enhance its in
ternational growth and ability to hire international talent.
The funding was used to improve recruitment capacity,
employer branding and corporate culture. The funding
had many positive impacts on the company. For exam
ple, the internationalization skills and knowledge within
the company increased, supporting its international busi
nesses. The company trained its sta to build team struc
tures and work that support internationalization and to
manage international talents. On the employer side, the
company developed strategies and plans for internation
alization, for example. On the recruitment side, the com
pany discovered during the project that it needs partners
in the target countries to help in the recruitment market.
During the project, the company built networks to help its
international recruitment processes.



8 OVERALL ANALYSIS

126

This chapter covers common assessment questions from strument and their expected impacts (modelled through

the Impact Assessment.

8.1 OVERALL ASSESSMENT OF THE ROLE OF
BUSINESS FINLAND AND KEY IMPACTS

The overall assessment of the role of the public funder

the assignment and leading to the survey and case-study
questions).

The Business Finland Impact Model (see chapter 3) for
Economic growth works as a standard to this assessment.
Figure 37 illustrates the key ndings from this assess
ment. Wider impacts at society level as outlined in the

was twofold. Funding opportunities for startups were gen  gysiness Finland Impact Model for Economic Growth can
erally seen as good in Finland and Business Finland and {5 some extent be claimed based on the ndings of this

its service were generally perceived central and its role
well designed. Funding for scaling activities or success of
scaling instruments were not seen as successful due to
capital poorness and the recent decline in venture capital
nancing. Most of the issues are larger than those solva
ble with the means available to Business Finland.

From the standpoint of this impact assessment there
are three levels in which the activities around the selected
instruments can be modelled: the Business Finland fm
pact Model for Economic Growth (de ned as a starting
point for the impact assessment), the model in which the
funding instruments and activities in general impact the
participant companies (what we call a dynamic level of
impacts) and the particular intervention logic of each in

impact assessment and earlier literature. However, the
data and methods available today do not make it possible
to establish claims at society level (i.e. the contribution of
the assessed instruments towards the employment level).
It should also be noted that there are other instru
ments in Business Finland’s portfolio which have higher
expectations to contribute to the wider societal impacts
(such as co-innovation funding and Veturi funding) in
connection with these instruments. Thus, the following
picture demonstrates the results and impacts at the rm
level and how they connect to the impact model as re
alized results and impacts. There are many mechanisms
that a ect the impact of the instruments such as selec
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8.2 FUTURE GUIDELINES IN DEVELOPING activities (for example challenging venture capitalists to
SERVICES AND ACTIONS IN THE FIELD OF collaborate with startups or redesigning Business Fin

STARTUPS AND SCALEUPS land programs tq 0 er.services that. meet the needs of
startups). In addition, investor services are foreseen to

One of the main instruments in the startup and scaleup pe developed to support investors. These already planned
funding landscape is the R&D funding. Our results are-de  actions re ect quite well what the stakeholders and anal
scribed in greater detail in chapter 5.5. To summarize the ysjs point out as service challenges. (Business Finland
results R&D funding has a positive and statistically sigri  2023.) Many of these plans seem to be in line with what
cant e ect on employment and turnover among SMEs and key stakeholders suggest.
micro rms. Moreover, the impact of R&D funding on the The key suggestions for future development are stra
exports of goods and equity investments is also positive tegic in their nature and based on qualitative learnings
but the results are statistically more dubious. R&D funding from the assessed instruments and how they currently
is also seen an important instrument in startup and sea  work in the context of the Finnish funding landscape. The
leup nancing landscape in the interviews. This suggests, key qualitative learnings can be summarized as follows:
that the core of the Business Finland’s funding instruments
may also work from the startup and scaleup perspective. 1. Increase the amount of new startups The number of
Once the Impact Assessment was completed, actions startups as Business Finland’s clients has been decreas
and developments were already planned in Business-Fin ing during the last few years. On the other hand, the mid-
land as well as among other stakeholders in the startup 2010s can be seen as a startup boom in Finland, which
and scaleup support ecosystem. The startup roadmap and |ed to relatively surprising numbers of startups in general
action plan for 2030 (Business Finland 2023) analyzes and thus also in Business Finland’s client base. However,
the current situation and sets a roadmap for startup and  as many interviewees point out, that successful start-up
deep tech service paths. This strategy also analyzes key|andscape means also paying attention to the amount of
technological or application areas which Business Finland startups established. This means that focusing on get
is focusing on. Key activities in the startup service line ting startups as customers of Business Finland should be
include a plethora of actions, such as coaching for inter  seen as an important objective.
national growth, developing VC investments and investor  Another viewpoint in the case studies has been the rise
panels to ensure deal ow of Finnish startups to venture  of “VETURI” instruments and the role of large corpera
capitalists, the actual funding services and matchmaking  tions versus wider participation of startups and scaleups.









8.3 SUSTAINABILITY AS A GOAL

The theme of sustainability (economic, ecological, and
social) was mapped in this impact assessment in liter
ature reviews and qualitative interview phases. Despite
the intuitive urgency of these goals, relatively little has
been written on this issue in terms of RDI funding and its
measurement, thus we rely here mostly on interview data
and a review of some existing practices. The ndings pro
vide three dierent approaches to analyzing and further
measuring the impacts of the companies:

1. Utilizing existing sustainability reporting or assess
ment frameworks to avoid extensive red tape,

2. Analyzing the footprint of the companies and their in
novations,

3. Analyzing the (potential) future handprint of the fund
ed companies.

Utilizing existing sustainability reporting and assessment
frameworks. Many respondents suggest not to include
additional reporting metrics or indicators, but rather
build these aspects into the funding applications and
reporting databases. To some extent this may have a
ready been done. This could include utilizing ESG re

133

porting questions/templates already used by venture
capital rms, making it easier for startups to report ESG
goals to various funders. Whilst these kinds of questions
would be reported using the same questions and met
rics, the monitoring data would then make it possible
to analyze companies funded by Business Finland and
their relation to ESG.

Analyzing the footprint. Another viewpoint in the inter
views was the traditional way of measuring the sustaina
bility as the ecological footprint of the companies. This
would mean developing a Business Finland-speci ¢ ESG
reporting structure or some indicator on the social impact
of the companies in terms of job creation and so on. On
the other hand, it was noted that this is already covered
in readily available ESG reporting tools and indicators as
noted in option one.

Analyzing the (potential) handprint. The most di -
cult option would be to analyze the potential handprint
of the startups at the funding stage and at the end of
project stage. This would mean developing a specif
ic indicator and reporting assumption from the com
panies’ inventions and business models and would be
very company speci c and relatively time-consuming.
In practice this would need a separate development pro

| ject for such indicators.



This chapter presents the conclusions of the impact-as
sessment for each assessment question.

9.1 STARTUPS

Assessment questions: What are the results of Busi
ness Finland-funded companies (new companies,
the impact of total funding on companies’ growth of
turnover, exports, value added and employment, in -
ternationalization, and VC funding) compared to oth -
er startup companies in Finland during 2010-20207?
Business Finland funding tends to be allocated towards
startups with lower labor productivity than other startups.
In the early stages of business operations, productivity
and value added are often low, which the rms aim to
improve via Business Finland funding.

The economic development of Business Finland-fund
ed and other (rejected) startups is quite similar. The av
erage turnover and employment of the funded companies
have grown slightly faster after a positive funding deci
sion than those startups that received a rejected funding
decision. Labor productivity is lower in the funded start
ups than in others (rejected), but the growth rate after
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9 CONCLUSIONS OF THE IMPACT ASSESSMENT

the funding decision is roughly the same. The value of
exports of goods has grown slightly slower among the
funded startups than among other startup. However, the
results might be di erent if we had information on total
exports, including exports of services.

Based on the descriptive statistical analysis, Business
Finland funding seems to support startups in advancing
growth, particularly in terms of turnover and employment.
It can be assumed that the creation of new jobs leads to
the growth in employment and the growth in turnover leads
to an increase in tax revenues, both of which strengthen
public nances. In addition, the growth in employment
can contribute to economic growth. However, these were
not part of the statistical analysis in this assignment.

Assessment questions: What is the role of Business

Finland funding and other activities when consider -

ing the impacts on startups via the Business Finland

Impact Model for Economic Growth:

I. What is the role of Business Finland on outcomes and
direct impacts? What is the impact on growth and
renewal?
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ii. What is the value added of Business Finland to the Deep Tech accelerator is mentioned as a good example of
Finnish economy and business life in Finland? What  tackling the funding challenges in the eld, but overall,
are the main factors that are a ected in the growth of  the challenges relate to whole policy and ambition level in
the startup ecosystem in Finland? What are the main  the startup and scaleup ecosystem rather than particular
bottlenecks outside Business Finland and the Finnish ~ funding instruments or services. Lack of private nanc
innovation environment? How will Business Finland’s  ing and capital poorness are still challenges, despite the
Deep Tech Accelerator alleviate these bottlenecks? ~ strong development of the venture capital market.

In qualitative analysis the role of Business Finland furd 9.2 YOUNG INNOVATIVE COMPANIES FUNDING
ing as well as other activities are seen as important in AND SERVICES NIY

facilitating the startup ecosystem and nancing espe
cially in the early stages as well as in the beginning of
the scaling phase. When considering the Business Finlan
Impact Model for Economic Growth, it can be argued that
many outcomes on a customer level are reached and in
struments are able to change rm-level behaviors or at
least in uence them. The role of Business Finland is rec
ognized in the Finnish startup (as well as scaling) eco
system. There is also call for even more cooperation and
coordination together with key stakeholders working with
the startup ecosystem in Finland.

Main bottlenecks relate to political and cultural as well
as economical and nancial bottlenecks as described in
the ndings of the evaluation. Some of the challenges
recognized relate to cooperation among public and pri
vate funders in the startup and tech landscape. There is a
certain lack of political long-term commitment for start
up and scaleup policies and programs, and a lack of am
bition towards some of the key drivers of innovation. The

ssessment Questions: What are the experiences of
d participants of the NIY?
NIY has two main phases: 1) Go to Market (EUR 100k)
for nding a scalable business model; 2) Scale (EUR
400K-750K) for fast growth. Is this still a workable
funding model, or is there any need to adapt this
phasing?
NIY is seen as a well-functioning instrument because of
its duration and three di erent stages according to qual
itative analysis. There have been no signi cant ndings
indicating a need to change the phasing even though
there have been some calls for the extension of the scal
ing phase to a larger amount.

Assessment questions: What are results (the impact
of total funding on companies’ growth of turnover,
exports, value added and employment, internation -
alization, and VC funding) of a) startups, which have



not completed the whole program; b) startups, which
have completed the whole NIY program during 2010—
20207

The results from descriptive statistical analysis imply
that the early phase of NIY funding focuses on the inter
nalization of rms, whereas the third phase focuses on
rm growth. Firms that have completed some of the early
phases of the NIY program exhibit slightly better growth
in export value and labor productivity, whereas rms that
have proceeded to the third phase have slightly larger
growth in employment and turnover during the three-year
post-funding period.

Assessment questions: What are other outcomes and
impacts of the NIY program when considering the
Business Finland Impact Model for Economic Growth?
According to the survey, the NIY funding enabled inter
national growth by supporting market expansion, build
ing global sales networks, and attracting investors. Most
consulted companies felt that NIY funding helped them
achieve revenue growth in international markets, expand
into new markets and attract new foreign customers,
and strengthen their team and resources. NIY funding
plays a crucial role in supporting companies’ internation
al growth eorts. NIY funding has enabled companies
to grow internationally by supporting market expansion,
building global sales networks and attracting investors.
One key impact of NIY funding is that it provides reas
surance to private investors. All these impacts make NIY
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funding a key instrument in supporting some of the wid
er societal impacts mentioned in the Business Finland
Impact model.

9.3 BUSINESS FINLAND-FUNDED SCALEUP
DEVELOPMENT

Assessment questions: What is the size and role of
scaleups in Finland? (of those funded by BF)

The total number of scaleups in Finland has varied-be
tween 200 and 500 rms annually during 2010-2021.
One tenth of scaleups have applied for Business Finland
funding during this period.

Business Finland-funded scaleups cover only 0.02%
of the total company stock. However, their importance is
more signi cant than their number. The share of Busi
ness Finland-funded scaleups in the sum of turnover is
tenfold, and the share of personnel is even more prem
inent: 0.3% of the companies’ total workforce. Business
Finland-funded scaleups have a signi cant role in the
Finnish economy, and their potential to create new em
ployment is substantial.

Assessment questions: What are results (the impact
of total funding on companies’ growth of turnover,
exports, value added and employment, international -
ization, and VC funding) of Business Finland-funded
scaleups compared to scaleups in general?

According to the descriptive analysis, Business Fin



land-funded scaleups have higher turnover, employment,
and value-added than other scaleups at the time of the
funding application. However, the turnover, employment,
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tance of scaleups for the economy is seen as extremely
important in creating the social impacts mentioned in
the Business Finland Impact Model. However, it should be

and value added of rejected companies are also higher noted that the success of scaling is not only the success

than those of non-applied scaleups. This nding could
hint that the applicants may be more growth-oriented or
otherwise motivated to improve their business than cth
er scaleups. The observation is further supported by the
nding that Business Finland-funded scaleups grow their
employment and turnover more than other scaleups 1-2
years after achieving scaleup status. This dierence is
also statistically signi cant. However, there is no marked
di erence in the development of exports of goods, labor
productivity, or equity investments between the funded
and other scaleups. It should be noted that our data does
not include information on exports of services, so thete
sults cannot be applied to total exports. Qualitatively case
studies point out that the funding and services assessed
can have positive impact on speeding up the scaling of
companies.

Assessment question: What are other outcomes and
impacts of the scaleups when considering the Busi -
ness Finland Impact Model for Economic Growth?

Both Business Finland-funded scaleups and other seale
ups have an important role in creating new jobs and eco
nomic growth. In addition, the growth in turnover leads
to an increase in tax revenues, which strengthen public
nances. As noted in the qualitative analysis, the imper

of Business Finland, but the company itself, as well as the
private funders the company has for the scaling phase. It
should also be noted that many of the services assessed
provide the exchange of ideas of the key founders or per
sons from startups (in terms of product, service or mar
ket) and provide credibility towards investors.
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Assessment question: Tempo helps companies to set
appropriate goals to learn from the market, to under -
stand customer needs and the size of the market and,
after Tempo, set out to develop the product in the
right direction. How has Tempo achieved these goals?
The Tempo instrument helps companies test or pilot
the demand for a product or service with customers and
validate their markets. It is particularly important for
startups, as securing private funding during the startup
phase is challenging in Finland. Tempo provides essential
support for research and development, allowing compa
nies to test and re ne innovative concepts and advance
product development. The funding has increased compa
nies’ ability to allocate more resources to development.
The perceived impacts of Tempo include supporting the
growth of companies and o ering valuable insights that






Assessment questions: How has Talent funding in-
creased the capacity of SMEs and mid-cap companies
for international growth (working, organizational

and management practices, recruiting international
experts)?

Talent funding is important for developing international
skills management within companies. It has facilitated
the development of international skills management, fes
tered a corporate culture that supports the use of inter
national expertise, and supported the hiring of interna
tional talent. Through Talent, companies have been able
to cultivate a corporate culture that embraces and utilizes
international expertise e ectively. However, no statistical
analysis of the impact was done due to the low number of
observations.

9.5 OVERALL CONCLUSIONS FOR COMMON
QUESTIONS

Assessment questions: International benchmark: How
have fast growth programs or organizations similar to
Business Finland in other countries succeeded in im -
proving the development of fast-growth companies?

This assessment looked at several international examples
from di erent viewpoints: From a funder perspective bet
tom-down and from a locality viewpoint bottom-up. It is
di cult to identify particular reasons from other coun-
tries since the impact assessment literature or the overall
analysis of startup and scaleup ecosystems of the bench
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marking countries are rather limited. However, key com
mon themes on success relate to several characteristics
in the benchmarking.

Firstly, the countries provide comprehensive support.
Various programs targeting potential high-growth com
panies combine innovation funding, mentorship, and
research as well as business Infrastructure. They focus
on particular technological elds or high-potential sec
tors and solutions. Facilitating international expansion
and market entry is incorporated in all key programs and
services. Besides that, many programs prioritize ecolog
ical and societal sustainability in connection to R&D&I
policies. Combination of funding and other activities:
Instruments and programs are surprisingly similar. Most
successful programs combine innovation funding, R&D
funding, research and commercialization focus and eth
er activities (such as networking etc.) to services that
resemble NIY as a program with a dierence, that they
include even more other activities besides the funding
(networking, best-practice sharing, mentoring). This
would call for the recognition of other innovation services
besides traditional R&D funding.

However, the success of such hubs as London, Berlin
or Singapore in attracting private investors, startups and
then potential high growth companies is a sum of dier
ent developments which are not deemed to be contrella
ble by public policies as noted both in research literature
and interviews.
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APPENDIXES

APPENDIX 1 DATA AND DEFINITIONS

THE RESEARCH DATA

In the statistical analysis, we apply Statistics Finland’s
business register data, nancial statement data, and
Business Finland's funding application data over the
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(Classi cation of Sectors 2023: “11102; non- nancial cer
porations excl. housing corporations, national private”)
and rms that are limited companies by their corporate
form (OIKVERO=12 or 0ik=31).

The research data have been formed by merging Busi
ness Finland’s funding applications data to Statistics Fin
land annual business register data. Due to the panel-form

years 2010-2021. We also employ Finnish Custom’s dataof the company data, only one nancial instrument per

on international trade from the same time period, which
include rm-level information on the total values of im
ports and exports of goods. Unfortunately, the register
data does not include information on export of services.
The Business Finland’s funding application data cem
prise information, e.g., on the date of application, the
instrument applied, the funding decision, the amount of
support granted, and the type of support (grant or loan).
The Statistics Finland’'s business register includes back
ground information of the rms and the nancial state-
ment data includes information on the income statement
and balance sheet of rms (e.g., turnover, the number of
personnel, debt ratio and value-added). In all the anal
yses, the data are restricted to private, domestic rms

year has been linked to a rm in research data. This caus
es a 46-percentage loss in terms of funding applications
(Table 16). The loss is rather equally distributed among
funding instruments, though for NIY funding the loss is
little bit bigger than for other instruments. We use the
Business Finland’s funding applications data to describe
the number of accepted and rejected applications. The re
search data are used in di erent rm group comparisons
and in impact assessments.


















APPENDIX 2 METHODOLOGY

In evaluating the eectiveness of Business Finland
funding, we apply propensity score matching with dier
ence-in-di erences. We utilise Statistics Finland’s nancial
statement data, rm-specic personnel characteristics,
rm-level business subsidy data, and Business Finland’s
funding application data. We also apply Finnish Customs
data on international trade of goods from the same time
period. The export of services is not included in the analy
sis, since it is not available from the register data.

The Business Finland’s funding application data cem
prise information, e.g., on the date of application, the
instrument applied, the funding decision, the amount of
support granted, and the type of support (grant or loan).
The Statistics Finland’s nancial statement data includes
information on the income statement and balance sheet
of rms (e.g., turnover, the number of employees, debt
ratio, and value-added). Moreover, the personnel charac
teristics data contains rm-level information on the aver
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age personnel characteristics and shares of di erent per
sonnel groups (e.g. the average educational level of the
workers). The subsidy data includes information on the
public business subsidies paid by the Ministry of Econem
ic Aairs and Employment, Business Finland, Finnvera,
and the Ministry of Agriculture and Forestry.

The data are restricted to limited companies in the pri
vate sector. Variables measured in euros are de ated to
2023 euros, and some of the variables (debt ratio, Birch
index, turnover, exports, previous cumulative funding,
and equity funding) have been winsorised. Winsorising is
a procedure that moderates the in uence of outliers on
the mean and variance (see e.g., Blaine 2018). In win
sorising, all values above a certain threshold value, say
99th percentile, are replaced by the threshold value. In
this example, the same could be done analogously in the
left-hand side of the distribution for the values below the
1st percentile. The variable speci c thresholds are shown
in Table 18.
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