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Foreword

It has been widely understood that innovation is much more than technological prod-
uct or process innovation. During 2000's, Tekes-funded projects have changed from
purely technological projects and product R&D to general business development with
the purpose of increasing competitiveness on the market. In this development three
non-technology focused programmes have been forerunners.

The aim of Muoto programme (2002-2005) was to develop the level of design
research and skills, and the use of design expertise in product development and busi-
ness strategy of companies. The Liito programme (2006-2010) provided funding and
built networks between business research and companies that are striving to develop
new business know-how and operating models. The Serve programme (2007-13) tar-
geted at encouraging Finnish companies in the customer-centric, knowledge-based
service business. Serve promoted the creation of innovative service concepts that
included new and unique value promise to the market, value-based earnings logic
and scalable business model.

The evaluation consisted of three parts. Liito and Serve were evaluated from rel-
evance, efficiency and results perspectives. The impact analysis was made of Muoto
and Liito. Finally a comprehensive international benchlearning covers non-technolog-
ical innovation support development in five relevant countries. One important finding
is that development projects especially in non-technological programmes and their
success are mainly dependent on the key personnel involved with the project. An-
other note is that in business model and operational model innovations, the projects
should always include a field test within the actual services in order get sustainable
results.

The programmes have been evaluated by an expert team led by Owal Group oy.
Tekes expresses its warmest gratitude to Olli Oosi, Rama Gheerawo, Janika Keindnen,
Leevi Parsama, Antti Pitkdnen and Mikko Wennberg for the systematic and in-depth
analysis and clear-cut recommendations. Tekes thanks also all those who contributed
to the evaluation in steering group, interviews or otherwise. The work done gives solid
ground for successful innovation programmes in the future.

Tekes

July 2016
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This is the evaluation of non-technological programmes of
Tekes, which was carried out between February and May
2016 by Owal Group Ltd. Antti Pitkdnen (S.E.O.S Design
Ltd), Rama Gheerhawo and Leevi Parsama have also con-
tributed to the evaluation. The evaluation focused on three
programmes Muoto (2002-2005), Liito (2006-2010) and
Serve (2007-2013).

The evaluation has focused on overall review of op-
erating environment of the programmes and comparison
between Finnish programmes and some other countries.
For Serve and Liito, the achieved results, relevance and effi-
ciency is analysed. For Liito and Muoto, an impact analysis
is made. Conclusions and recommendations in Chapter 2
are structured in two parts. Firstly, we look at what are the
learnings from the programme for innovation policies and
activities in more general sense and second part focuses
more in the activities inside Tekes.

Introduction

The evaluation design combined realistic evaluation
and service design thinking. As we are dealing with subjects
that were new to Tekes, and to some extent to the partic-
ipant companies, most of the available data is qualitative
by its nature.

This report consists of five main chapters. Chapter two
presents key conclusions and recommendations from what
can be learned from the non-technological programmes.
Chapter three describes the programmes and discusses
their context. Chapter four includes main findings from
desk review and interviews concerning Liito and Serve
programmes, and chapter five includes findings and case
examples of the impacts of Muoto and Liito programmes.
Chapter six describes related development phases in other
countries.



Conclusions and recommendations

2.1 Summary of key findings

Overall, the evaluated programmes reached their goals and
expectations relatively well. One should note, however, that
the goals of the programmes transformed during their im-
plementation. Figure 1 presents the overall summary of the

key goals and how well they were met based on the find-

ings presented in Chapters 4 and 5.

Figure 1. lllustration of the success of the programmes towards main expected goals.

A viewpoint of the programmes comes from service
dominant logic. The most important findings of the pro-
grammes in relation to touch points between programme
services and clients are illustrated in Figure 2.

Changes in the mind-sets
of the customers

Internationali-
sation and
growth of

companies

Customer-centric
service innovations

@

New model for
enterprise-researcher
cooperation for business
and competence

Impact
Role of business
research in national
innovation system
: 4
Capacity for
renewal and
productivity
Qutput
New services / L () )
competencies for design
enterprises New competencies for network
management and competence
management in decentralised and T
multicultural organisations
Activity
Serve o
R'esecu:ch New knowledge about
capacity . service innovations
. (high level and
Cooperation of networked)
Muoto business development
. . research
Utilisation of design organisations and
in enterprises enterprises
Input s
P 200 million
(Tekes funding 71 million)

22 million
(Tekes funding 10 million)

| 2002 | 2003 | 2004 | 2005 |

(Tekes 44 million)

2006

| 2007 | 2008 | 2009 | 2010 | 2011 |

2012

2013

development

2014 | 2015 | 2016



Figure 2. lllustration of successes and challenges through touchpoints (adapted combining Virtanen and Stenvall;

Lusch and Vargo 2006, Lusch, Vargo and O'Brien 2007).
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2.2 Business, design and service R&D, and
innovation activities for the future

Introduction

The programmes under evaluation have generated a vast
amount of innovative concepts in companies and research
organizations in the field of business, design and service
research, development and innovation. The key challenge
at the project and company levels comes from the sustain-
ability of the results and the importance of the key persons.
The second important factor has been that those projects
that have included actual analysis of market potential and
client needs, combined with real product and service de-
velopment of the company, have had a more lasting impact
than those focusing on pure development of the operation-
al practices (i.e. innovation process) or those developing
“only an additional service layer or component” (i.e. service
experience or overall design strategy).

programme services
and participants

PROGRAMME LEVEL

Programme services

Participants found programme
services good, but sometimes
too limited

Key learnings

The projects within the field of non-technological innova-
tion have included more business / market analysis compo-
nent or some connection to core products and services for
the company within these programmes. This has been suc-
cessful practice. For business model and operational model
innovations, the projects should always include a field test
within the actual services.

Development projects in non-technological pro-
grammes and their success are mainly dependent on the
key personnel involved with the project. This is relevant
for both project leaders as well as partners and the lead-
ers of host organizations. Many of the cases demonstrate
that personnel changes cause major discontinuity in the
innovation and development processes in these types of
programmes. This also emphasises the need for good part-
nership management practices. Many interviews also point
out that development projects with research partnerships
should not be too long.
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The sustainability of the project results is quite often
called into question in the interviews. In several cases, im-
portant changes in the organizational setups (mergers,
changes in leadership, new strategies) have meant that
some of the key results of non-technological innovations
are not sustained within the company.

New measures

Recommendation 1. Tekes should create new initiatives
in the field of non-technological innovation in with other
Nordic countries.

Tekes could benefit from utilizing its expertise in the field
of non-technological innovation in trying to create shared
innovation programmes with other Nordic actors as it has
done in other fields.

The evaluated programmes have been rather unique
and forerunning from an international perspective. They
have had some influence on EU-level policies and interna-
tional policies, especially when it comes to promoting ser-
vice innovation. However, not all international possibilities
have been used. Tekes has a long tradition of cooperation
for example with the Swedish innovation agency Vinnova.
More systematic benchmarking and shared programming
or measures could be done at least together with Nordic
innovation funders.

Research results dissemination

Recommendation 2. All research projects should focus
more on communication and dissemination activities
across the industries in the field of non-technological in-
novation research. Dissemination should be tailored to
be something more than publications and single dissemi-
nation seminars.

In terms of research, the programmes had impacts on vari-
ous areas. Despite the criticism for granting the research
based on research plans and not merits, the overall model
in the evaluated programmes seems to work according
to interviews and desk analysis. Funded research projects
have been pragmatic and participation of actual compa-
nies in the steering groups of the research projects have
created synergies. Even more, and even closer, cooperation
between the research programmes of Tekes and the Acad-
emy of Finland would be beneficial.

Some of the research conducted in the programmes
had importantimpact on the particular research landscape
in Finland. Some of the same researchers had a continuity of
research programmes in different projects. Continuity in re-
search isimportant for its advancement. However, the more
project based short-term research, encouraged especially

in Liito, has promoted more learning at the companies par-
ticipating in the project.

Tekes has had limited resources for dissemination ac-
tivities in the programmes, and its ability to reach the target
groups has been to some extent limited. This means that
most of the results and learnings from the research-inten-
sive programmes are never disseminated. Tekes could both
include more dissemination activities in their programme
services as well as demand it from the research projects.

Lack of continuity

Recommendation 3. Tekes should continue funding in-
novation in the areas of design innovation, leadership
innovation, business model innovation and service in-
novation and ensure that the competencies are clearly
established and communicated to potential clients.

Today, the role of services, business R&D and the impor-
tance of design are more evident than before the evaluated
Tekes programmes. At some level, all of these themes are
present in current innovation policy strategies and discus-
sions. The evaluated programmes have provided an initia-
tion effect for developing the policies further. One of the
challenges for innovation policy is at the same time a lack
of continuity of development and the wrong kind of con-
tinuity.

Lack of continuity means that while some of the
themes are still developed and funded through other Tekes
programmes and other national initiatives, many themes,
especially service innovation and service development, as
well as business model innovation in connection to digita-
lization, are faced with a lack of “ownership” within national
innovation policy framework. This means that there are no
competencies named for these sectors or themes, but they
are embedded in various programmes. A question is wheth-
er such ownership would help Tekes and other national
actors to communicate better with business and research
organizations.

The need for continuity seems to focus on business in-
novations and service R&D&I. In terms of design, it seems
that the overall environment promotes the use of design
well enough, and the role of public intervention is some-
times even questioned in the expert interviews.

The themes from the programs are still seen quite rele-
vant and according to many clients, and especially research
organizations, the themes should nowadays be even more
visible in Tekes. Some of the clients participating in the
evaluated programs still continue working with Tekes and
the themes are present in other Tekes programs, such as
Liideri or Fiiliksista Fyrkkaa. Many persons are still looking
for specialized ownership within takes for design, service
innovation or business development innovation.



The challenge raised by many stakeholder can be part-
ly explained by the notion that many clients see Tekes' pro-
grams more important funding streams than they actually
are. Most of the participants see the programs as a sepa-
rate funding pipelines with their own clear decision making
structures and reserved funding. However even the evalu-
ated programmes are in a sense more like "measures for
activation” within the particular theme, rather than holistic
programs with separate budgets as such. This, combined
with the personnel rotation in Tekes, makes it difficult to
establish the expertise within these kind of new themes.

Thus these themes should still be in focus of Tekes
funding but with a tighter sectoral focus as stated in the
recommendations in the next section.

2.3 Developing programmes and
programme services

Revision of programme services

Recommendation 4. The future programmes should have
more clear advice and expert functions as part of their
programme services, and communication services should
be geared towards more proactive marketing communi-
cation services if the themes are as new as in the evalu-
ated programmes.

Recommendation 5. Tekes should invest more in com-
munication and dissemination activities when it comes
to programmes that have awareness-raising objectives.
Especially Liito and Serve had very far-reaching objec-
tives, but the actual implementation of the programmes
does not support the attainment of their goals.

New types of programmes need more investment in new-
client activation and tools to do that. However, at the time
the evaluated programmes were implemented, email com-
munication and print-media had more prominent role than
nowadays.

Planning of non-technological programmes might re-
quire more involvement from the actual networks of the
potential target group, not just the research or advocacy
organizations. The widening of the programmes means
that their implicit role in building cooperation inside Tekes
becomes more important than realized. This implicit objec-
tive was not reached as well as expected.

In the field of design, working life and business devel-
opment, many other measures are used to promote change
in the particular theme in business development, including
prizes, campaigns or collaborative platforms and networks,
or even vouchers.

Most of the evaluated programmes have not been
sector focused, which has helped to implement a multidis-
ciplinary approach, such as design or service development.
The recommendation means that utilization of design, mar-
ket research, service design or business model innovation,
for example, should be connected to either particular tar-
get sectors, challenges or technologies in the future, rather
than being the target of funding in itself.

Recommendation 6. The programmes should have a
clearer and more decisive programme strategy, especially
regarding those goals that are not directly linked to the
project funding but to other activities of the programme.

All three evaluated programmes included some kind of
objectives influencing national policy making or influenc-
ing innovation funding implemented by Tekes. The objec-
tives have been rather far-reaching and ambitious. Many
observations in the evaluation interviews point out that the
investmentin communication activities was still, despite all
the effort, limited towards these goals, and that the con-
nections from different types of international networking
should have a clear relation to the programme objectives.
However, for example in Serve, the internal programme
strategy was created more concurrently during the pro-
gramme implementation, which, when comparing the
three programmes, is found to have been a best practice.

1
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Contexts of the programmes

SUMMARY

disciplines and departments.

seen in people’s everyday life.

in 2007.

management literature and practice.

® The 2000’s brought understanding of the design as a major factor in global competition. The 1998 report on the State
and Future of design in Finland released by Sitra, and the Council of State’s Decision in Principle on Design Policy (2000)
stressed the urgent need to develop broad based industrial design research.

The programme Muoto, one of the first in Europe, mainly focused in innovation, industrial and user centred design.

The use and understanding of design in Finland has matured to a level at which there is a range of companies using
design for operational, tactical and strategic purposes. Nevertheless, there is a major difference in the understanding
and performance of the design intensive companies and the companies, which are yet to take advantage of design.
The traditional industries and the SME’s are still not using or are often not aware of using design services.

The rapid transformation is due to the interaction of multiple, simultaneous phenomenon that affect the design profession
both nationally and internationally. Design has become an integrating function, enabling collaboration between multiple

The role and importance of service business has increased in the last decades all over the world. The shift from industrial
production to service business deals not only with industry sector but the whole economy and all industries. It can also be

For instance, the Federation of Finnish Technology Industries and VTT Technical Research Centre of Finland founded
BestServ forum in 2003 for companies interested in service business. This laid ground for Tekes’ Serve programme launched

The Liito programme was the first Tekes’ programme to focus on the development of innovative business models instead
of traditional product or production solutions. Discussions about business models peaked at the same time in international

3.1 Descriptions of the programmes and
their logic

MUOTO (2002-2005)

Muoto programme, which was in operation between 2002

and 2005, aimed to develop the use of design widely and to

make design a competitive edge at national level. The aims

of the programme were:

» to develop the level of design research in Finland

» to develop the skills of design agencies to strengthen
their services

» toincrease the use of design expertise in product devel-
opment and business strategy of companies.

The target group of the programme included research or-
ganizations, design agencies and design-utilizing industry.
The idea was, with a research base to create new service
offerings that would increase the demand for design know-
how. One of the aims was to raise awareness of opportuni-
ties provided by the wider use of industrial design.

The total volume of the programme was 22 million eu-
ros, of which Tekes funding accounted for 10 million euros.
48 company projects and 23 research projects were real-
ised within the programmes. Regarding company projects
funded by the programme, some 40% of the participating
companies were small and 45% were large with some 10%
being medium sized companies. Over half of the participat-
ing companies were from industry, some 10% represented
wholesale and retail trade and 20% represented profession-
al, scientific and technical activities.

LIITO (2006-2010)

The Liito programme was the first Tekes programme to fo-

cus on business development in general - not only technol-

ogy development. Liito had an ambitious aim to improve

the competitiveness of enterprises operating in Finland.

This was done by

» developing operations and skills of Finnish companies to
support their success on the global market



® supporting companies in their strive to renew opera-
tions, commercialization of innovations and increasing
productivity

» targeting business research to serve the needs of Finn-
ish companies in future challenges and to start a new
change towards new cooperation networks and prac-
tices between companies and research units

e tocreate new skills and know-how for network manage-
ment and skills management in fragmented multicul-
tural organizations.

The programme had as a further, ultimate aim to increase

cutting edge applied business research in Finland to create

know-how and abilities in order to promote cooperation

between research units and higher education units. This

was done by

» creating a new operating model for companies and
researchers to support cooperation and development
of company operations and skills

o tostrengthen the role of business research in the Finnish
innovation ecosystem.

Where in Muoto the main target group of the programme
was product development management, in Liito the main
target group was the top general management of compa-
nies. The programme was in effect during 2006-2010. Liito
consisted of 89 company projects and 71 research projects.
Altogether, 180 companies participated in the projects,
with one half representing small companies and 40% rep-
resenting large companies with over 250 employees. Over
one third of the companies represented industry, one fifth
professional, scientific and technical activities and 15%
wholesale and retail trade.

The Liito programme funded 89 enterprise projects
(worth approximately 16,5 million euros). The funding was
not sector-based and the participation of companies var-
ied from microenterprises to larger enterprises. Most of the
projects were single-company projects but a few group
projects were also funded. (Tekes 2011).

A total of 71 research projects were funded (approxi-
mately 27,4 million euros). Almost all research organizations
and universities participated in the programme. The State
Technical Research centre (VTT) was the largest participant,
with six projects in the programme. Research projects were
required to cooperate with several research organizations,
enterprises and internationally.

The programme funded projects under five main categories:
o Customer and relations management

e |nnovation management

* Management of networks and partnerships

o Strategic leadership

e Competence management.

SERVE (2007-2013)

The Serve programme aimed to encourage Finnish compa-
nies to become global forerunners in service business. The
ultimate aim was to promote the creation of new innovative
service concepts for Finnish companies. The aim was also
to increase innovation activity in services and broaden the
overall understanding of the mechanism behind service in-
novations. The strategic aims of the programme were
e to support the creation of competitiveness enhancing
service business models and concepts within companies
s tosupportthe creation of internationally interesting and
competitive service businesses sector in Finland
* to promote internationally high-level service business
related research.

The programme was initially designed to be a four-year
programme between 2007 and 2010. After the mid-term
evaluation in 2008 the focus was slightly changed and the
programme was granted a three-year extension period.
The programme lasted eventually until 2013. On the latter
part of the programme the overall target was transformed
to support the creation of global forerunners of customer-
centric service business and the programme focused on the
so called second wave service business, challenging tradi-
tional ways of doing things both at the strategic and the
operational level. Serve promoted the creation of innova-
tive service concepts that included new and unique value
promise to the market, value-based earnings logic and scal-
able business model. This was very exceptional for Tekes
programmes. The extension was seen as necessary to fully
reach a critical mass of companies and the desired results.
Also, the topic gained wide acceptance within Tekes and it
was considered important to exploit the programme fully.

The initial target groups of the programme were
knowledge-intensive business services KIBS (especially
real estate and general business services), trade, logistics,
financial services and industry. During the programme exe-
cution, it turned out that logistics, financial services and real
estate services were difficult sectors to reach and activate.
These were replaced by environment and energy sector and
forestry and chemical industry in the latter part of the pro-
gramme. The programme boosted the renewal of services
also by encouraging knowledge transfer between compa-
nies and from academia to business. 60% of the companies
having development projects funded by the programme
were small and 30% large. Companies representing profes-
sional, scientific and technical activities accounted for 41%,
information and communications 15% and industry 10% of
the funded company projects. Attached to Serve, Tekes was
involved in global cooperation related to service innovation
promotion in the EU-level programme EPISIS.

13
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Figure 3. Timing of the projects.
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The total budget of the programme was 203 million
euros of which Tekes’ share was 95 million. The programme
covered 293 company projects and 96 research projects.
Funding was divided such that the budget for the company
projects was 159 million and for research projects 40 million
euros.

The overall amount of projects and their timing within
each programme is illustrated in Figure 3. As can be seen,
the most active phase of Liito and Serve was during the
time when the economic recession hit Europe. The eco-
nomic downturn had many implications both for the pro-
grammes and also on the level of individual enterprise proj-
ects. According to Tekes’ own classifications around 50% of
the funded projects were of demanding international lev-
el and around 40% of challenging national level. Overall,
a small amount of clients receiving funding from a single
programme, participated also in one or two of the other
programmes (13% from Liito, 4% from Muoto and 6% from
Serve).
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3.2 The contexts of the programmes
at the time'

Tekes had an original role as a research and technology de-
velopment funding organization. However, the acknowl-
edgment of expanded innovation concept created a need
to elaborate the role. For example, the assessment of addi-
tional appropriation for research recommended that Tekes
should take action to create interdisciplinary, business,
marketing and commercial competencies. The evaluation
of Finnish innovation system concluded that emphasis in
the system should shift from technology to innovation.
Accordingly, Tekes’ mandate in funding was gradually
widened and it was aimed to cover innovation activities in
addition to technology. This required also a legal mandate
to change the funding principles. As noted in the Evaluation
of Tekes; when EU State Aid Rules also changed because of
Tekes activity, support for the service component in proj-
ect became possible. Since 2008, investments in the service

T This chapter is based on expert interviews, social media commentary and following sources:
Aminoff, C., Hanninen, T,Kémardinen, M., & Loiske J. (2010) — MUOTOILUN MUUTTUNUT ROOLI, Tilannut Luovan talouden strateginen hanke,

Tyd ja elinkeinoministerio.

Embedding Design in Life — Vaikuttavuusarviointi (2013) Deloitte, World Design Capital Helsinki 2012.

Muotoile Suomi — Kansallinen Muotoiluohjelma (2013) TEM, Ty ja Elinkeinoministerié.

Ruopila, S., Haila, K. & Keinonen, T. (2009) Design Forum Finland muotoilun hyddyntémisen edistdjand, Arvioinnin loppuraportti.
Valtonen, A. (2007), Redefining industrial design — Changes in the Design Practice in Finland, Taideteollinen korkeakoulu.
Vepsaldinen, A. (2015) TAPAUS: MUOTOILIJA 2025 — Hypoteesi muotoilijan ammatillisesta tulevaisuudesta. Opinndytetyd YAMK.



sector (excluding the service innovation) have been larger
than investments in industry. Muoto and Serve both have
context in different aspects of development of design.

Industrialization of design

The rise of the industrial sector and the increase in demand
for industrially produced products led to the start of de-
sign education in Finland in 1961. The increase in the under-
standing of the benefits of design quickly gained traction
and the collaboration between the industrial sector and the
design industry became more popular. The development of
the electronics industry during the 1970s and early digitali-
sation of industrial processes lead to the development of
the first computers and CAD software by the end of 1980s.
Considerations for ergonomics and user needs had started
to become increasingly important as well as design man-
agement to develop not only products, but product portfo-
lios with distinct identity and brand. In the 1990s the focus
shifted to user experience and consideration of the point
of sales, packaging and product appearance in creating
customer experience. In education, the Design Leadership
Program (1991-1998), was followed by the creation of other
educational programmes such as the International Design
Business Management (IDBM) and Product Development
Project (PDP) of the three schools (Design, Engineering and
Business) that later became to form Aalto University.

Globalization of design

The 2000s also brought an understanding of the design as a
major factor in global competition. The 1998 report on the
State and Future of design in Finland released by Sitra and
the Council of State’s Decision in Principle on Design Policy
(2000) stressed the urgent need to develop broad based
industrial design research. As a result, Muoto 2005! - the
national design policy programme (2002-2005) in collabo-
ration with the Research Programme for Industrial Design
(2004-2007) by the Finnish Academy were started. The pro-
gramme, one of the first in Europe, mainly focused in in-
novation, industrial and user centred design. The discourse
around design had reached a new level of importance at
which it was already seen to affect company strategies and
national competitiveness as a whole.

Diversification of the use of design

Since the latter part of the 2000s the use of design in Fin-
land has become increasingly diversified. Design has be-
come a collaborative process, with strategic implications
that could be used to develop physical objects and spac-
es, as well as the development of the immaterial such as
brands and services.

The use and understanding of design in Finland has
matured to a level at which there is a range of companies
using design for operational, tactical and strategic purpos-

es. Nevertheless, there is a major difference in the under-
standing and performance of the design intensive compa-
nies and the companies, which are yet to take advantage
of design. Traditional industries and SMEs are still not using
or often not aware of design services. For these companies,
design plays little or no role in product or service devel-
opment and they are performed without end-user needs
being considered. For the companies for which design is
relevant in terms of aesthetic considerations, a professional
designer may be involved in the development, but is rarely
considered in terms of a process or method and is gener-
ally employed at the final stages of development. For the
design intensive companies design is integral to their con-
tinuous renewal, and is seen as a means of encouraging and
enabling innovation. Their design process is fused with the
company’s key objectives and plays a role at every stage
of development. These companies can be found from the
manufacturing industry but also increasingly from the ser-
vice sector and a range of new start-up companies.

Popularization of design

The 2009 announcement of Helsinki’s nomination for the
World Design Capital 2012 led to considerable efforts to
increase the understanding of design among the indus-
try and the general public. The official programme of the
WDCH2012 resulted in over 250 projects in which over 14
500 people participated in, the experimentation and adop-
tion user-centred and service design in the public sector
as well as to new types of collaborative networks within
design industry. The formation of associations such as the
Finnish Design Management Association (FDMA) and the
Finnish Design Business Association (FDBA) and interna-
tional networks of the Interaction Design Association (iXDA)
and the Service Design Network (SDN), both with active lo-
cal branches, have led to many events, competitions and
discussion around specific areas of design. The popularisa-
tion of Design and its longer historical roots can be seen in
the design timeline annexed to the report (see Annex 1).

Immaterialization and the move towards services

The increased awareness of immaterial qualities of design
and the opportunities in particular of service design has led
to new programmes in the public sector. Design has be-
come an important tool in user-centred innovation policy,
an integral part of the innovation process and a problem
solving tool. Today, the Finnish society is facing many struc-
tural challenges, that have led to the diffusion of design into
new areas, but at the same time a dispersion of the mean-
ing of design. New terms and applications such as service
design, digital design, experience design, design for gov-
ernment or public design, business design, design thinking
and transformation design, have all made way for the era of
design in Finland.
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The rapid transformation is due to the interaction of
multiple, simultaneous phenomena that affect the design
profession both nationally and internationally. Design has
become an integrating function, enabling collaboration be-
tween multiple disciplines and departments. The digitaliza-
tion of many products and services has led to an increased
need for expertise in user experience and cognitive scienc-
es. The immaterialization is causing a need to understand
complex product-service systems and infrastructures to de-
liver the public and private offering. The democratization
of many of the tools used by designers has enabled many
non-professionally trained designers to carry out design
activities. The fragmentation of the design field has led to
the creation of many new expert disciplines, with particular
skill sets and know-how.

Significance of services during the last decade

The role and importance of service business has increased
in the last decades all over the world. The shift from indus-
trial production to service business deals not only with the
industry sector but the whole economy and all industries
and it can also be seen in people’s everyday life. Service
business is growing rapidly within business driven by the
need to create new business to substitute disappearing
traditional industry and in the private sector where con-
sumers are consuming more and more services instead of
consumer goods. The significance of service business for
the national economy has grown in Finland. Today, private
services make already half of the economy’s value added
whereas the share of industry has decreased to a level of
one fifth and equals now the value added of public services.

Understanding of services at the time

Services offer companies possibilities for a competitive ad-
vantage. To derive new business from services, companies
need to see services strategically and commit to continuous
development of service business. Services are especially an
important competitive factor for SMEs, which have been
found to create more profitable new services than larger
companies. Today, good quality products are not sufficient
to succeed in competition. They need to be accompanied
by first class service experiences. This has led to service de-
sign emerging as a methodology to develop services and
service experiences.

Predecessors of Serve

The need for service innovations has called many countries
to establish national service innovation policy agendas and
public intervention mechanisms to support service inno-
vations and the development of national service business
to combat in international competition. In Finland, a sys-

tematic and profound R&D activity to develop services and
service systems was started in the turn of the millennium
after which many forums and programmes on national level
to support service business have been established. For in-
stance, the Federation of Finnish Technology Industries and
VTT Technical Research Centre of Finland founded BestServ
forum in 2003 for companies interested in service busi-
ness. This laid ground for Tekes’ Serve programme which
was launched in 2007. There has been a need to speed up
service related research for which numerous service busi-
ness research programmes have been set up such as VTT's
Service Beyond technology theme to mention an example.

Services today

The importance of heavy industry on Finnish productivity
fell sharply by the financial crisis. This emphasised the im-
portance of services as a source of new growth meaning
that the growth potential of the Finnish economy will be
more dependent on services. Moreover, a growing share of
traditional industry’s production is services. All this means
that a great share of growth of export will be derived from
services in the future. This calls for growing attention in re-
inforcing service business competitiveness and internation-
alization of Finnish services. Bank of Finland has estimated
that the share of service exports on the GDP of Finland was
in year 1990 only 3-4% but in 2010 already 12 %.

Business model, capacity and leadership innovation

Liito programme was the first Tekes programme to focus
on the development of innovative business models instead
of traditional product or production solutions. Discussions
about business models peaked at the same time in the
international management literature and practice. The
ground breaking article by Alexander Osterwalder et al. on
business models was published in 2005 and five years later
Osterwalder introduced Business Model Canvas in his co-
authored book with Yves Pigneur “Business Model Genera-
tion: A Handbook for Visionaries, Game Changers, and Chal-
lenger”. Although the term business model appeared first
time in academic literature in 1957 (Bellman et al., 1957),
active discussions around the concept of business models
started in the late 1990s.

At the same time, in the beginning of 2000, discussion
about leadership, good management practices and super-
visory skills evolved in Finland. The discussion stressed the
importance of leadership skills and management practices
not only as drivers of innovation, but as a form of innova-
tion in themselves. Liito programme took this as its start-
ing point. It was the first Tekes programme to widen the
concept of innovation outside of products and production
methods.



Results, relevance and efficiency

SUMMARY

Target group reach, objectives and relevance

Liito * The programme had a very active communication strategy and activation was aimed to several levels.
New target groups led to difficulties in reaching the right persons.

According to evaluation interviews, the programme was seen very relevant in introducing a more
networked view of innovation processes (in contrast to earlier technological programmes) and from

a research perspective creating continuity to existing research programmes and connecting business
research with technological innovation development.

However, the lack of focus within the programmes is a challenge for their relevance. It is likely that not
all needs were addressed and some sectors, where business model innovation and business capability
development would have been important, were left outside the scope of the programme.

Serve The Serve programme engaged in an extensive amount of enterprise contacting and activation.
Many interviewees point out that the overall client reach was quite extensive. There were several
subsectors that Serve aimed to reach.

The programme had, however, difficulties in reaching some of the target fields and industries.
Almost all of the interviewees see Serve as having been a very relevant programme at the time.
Most point out that it was also a forerunner programme in itself. This can also be seen in the fact that
it was internationally a rather unique programme, meaning that good benchmarks are hard to find.
The need for Serve was characterized by the “old-fashioned” understanding of services within Tekes
and within other funders at the beginning of the programme.

Some interviewees commented that the internal mission of the programmes should have be more
explicitly stated than it was in Serve.

Liito e Liito funded 89 enterprise projects (worth approximately 16,5 million euros). The funding was not sector-
based and the participation of companies varied from microenterprises to larger enterprises. A total of
71 research projects were funded (worth approximately 27,4 million euros).

® At the time of the mid-term evaluation, enterprises involved with the programme mentioned that the
projects had resulted especially in new processes and new operational practices, business and research
collaboration networks, new capabilities and competencies and new business opportunities. Almost
all persons interviewed from the projects afterwards saw that the projects had had a positive impact to
business development.

* Interviews and desk material suggest that the enterprise projects were well connected to
internationalization activities for the companies and networking of researchers and top management
has increased.

* Within Tekes-funded projects, a shift has taken place from purely technological projects and product-
centric R&D to general business development with the purpose of increasing competitiveness in the
market.

® Most of the research projects have developed frameworks, tools and models for SMEs. However, not
all models have been utilized or the utilization has been in the hands of few interested people in those
companies that participate.
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... SUMMARY

realized.

“gurus” became connected to Finland.

Programme efficiency and administration

better.

seminars and activation work.

Serve * Many interviewed participant companies state that the projects funded by Serve have set a basis for
thinking in terms of services in their business, even though some aspects of the projects were not fully

Serve created a service research landscape in Finland. Most of the research groups created during the
programme are still operating. Service research entered the Finnish research agenda and international

According to the data from research projects and researchers, most of the research projects funded from
Serve involved relatively pragmatic knowledge, data and suggestions for wider use.

Key research groups have had heavy involvement with international and Nordic research, as well as

with companies. The Finnish Service Alliance is a good sample result from the Serve programme.

Many of the interviewees see that Serve has had an impact on Tekes' internal activities, i.e. being

a pioneer for service thinking for other programmes.

Liito * According to interviews, the coordination function was research oriented, but otherwise seemed
and important. Interviewed Tekes members wished that steering group would have a more decisive role
Serve with more concrete ideas for programme implementation.

Efficiency in Liito programme is reflected in that it was a wide-scale and non-sectoral programme and
brought new type of clients for Tekes in a rather efficient way, even though it could have been even

Serve had an exceptionally active steering group. Most of the members participated in the steering
group work all the time, they acted as “promotors”in their own organizations, participated in creating
the programme strategy and goals and also supported programme services as experts in different

In the interviews and in the secondary material the programme services and administration is
considered quite efficient in overall. Serve programme coordination and management seem to have
functioned well. Especially roadmaps and international cooperation are seen very effective and have
also had implications for the programme strategy.

The activity of coordination functions had its downside in terms of diminishing the role of programme
team and also in the fact that a lot of activity remains on the coordination function.

4.1 Target groups and their involvement
Liito

The Liito programme had a very active communication
strategy both in terms of activation for enterprises and re-
search organizations and regarding media. According to
monitoring data from the communication service provider
for the programme, around 30 Liito-related publications
were released in key business media outlets such as Kaup-
palehti, Talouselamd, Taloussanomat, Tekniikka & Talous,
Fakta. (Tekes, Cocomm:s).

The programme monitoring data shows that many
activities aimed to reach both CEO-level and other levels
of programme participants. In the interview, it is pointed
out that Liito introduced a new target group for Tekes from
within the companies. Tekes was more used to communi-
cating with technology leaders than CEO-level members of
the companies. Some interviews point out, however, that
the real visits to companies were not active enough in con-
trast to other types of activation measures, such as round
tables. Practically, this means fieldwork and visits to poten-
tial participation companies.

Many interviewees point out that the programme’s
weakness relating to reaching the target group was the
general nature of the programme and lack of specific tar-
get sectors. The “new type of client group” is also reflected
in the programme implementation, and without client and
contact lists, the activation work was rather challenging.
A more specific sectoral approach would have helped in
contacting. For example, growth-seeking SMEs could have
been a more optimal target group, but these were to some
extent absent from the programme.

Many interviews point out that projects were more
successful for those companies that were involved in the
research projects and in their own projects, but the overall
reach of the programme was relatively limited.

Serve

Based on the internal reports and memoranda of the steer-
ing group, before 2009, the number of new company pro-
jects that applied for the programme was at a satisfactory
level. At the beginning of 2009, however, the group became
worried of the relatively low number of new enterprise pro-
jects and the growing average time spent planning a pro-



ject. At the same time many of the incoming applications
were seen as overly generic or vague. This led to discussions
about new strategies in the event that the number of pro-
jects and contacts would keep falling. However, at the end
of the year, it was stated that regardless of the increased
standards for applying, the development of the project
portfolio was at a good level.

Avyear later, it was noted that the number of projects in
the fields of energy and environment remained low. Howev-
er, it is likely that some of the service side project themes in
these fields also directly apply to other Tekes’ programmes
(such as Vesi, Kestava yhdyskunta and Groove), which de-
creased interest towards Serve. Also, in 2010, the number
of different events was significantly higher than it had been
in 2009. Although the quality of the events was assessed
as high in relation to the set goals, the events struggled to
reach the target groups — pioneering companies. (Steering
group memorandums).

The Serve programme, hence, engaged in an extensive
amount of enterprise contacting and activation. Many in-
terviewees point out that the overall client reach was quite
extensive. There were several subsectors that Serve aimed
to reach. Based on the interviews and project participants,
the KIBS sector was reached well as well as the industry sec-
tor. In terms of industry different types of industrial services
were involved in several projects. Many assess that those
companies involved have been forerunners in developing
service business.

In term of retail, logistics and finance services the reach
was not as good. In retail the consumer retail was not so
well reached, but technical retail was quite involved in the
programme and the idea of solutions selling and services
increased drastically among the actors during Serve. The
absence of consumer trade has been explained by the oli-
gopoly situation and by the fact that consumer trade does
not traditionally think of R&D investment as a separate cost.
In logistics, the target group was not really reached and the
sector was eventually left out of the programme strategy.
Finance services were also not involved in the programme
even though it was anticipated.

An example of the impacts of this drawback is that
e-commerce is still underdeveloped in Finland and small
companies targeting international markets do not have op-
portunities to develop it by themselves without the mass of
large companies. Some also point out that non-traditional Te-
kes sectors were difficult to activate, because in discussions
and their decisions in Serve, Tekes was still focused on indus-
try and international export-led business. This posed chal-
lenges for the involvement of the retail sector, for example.

In general, the programme had difficulties in reaching
some of the target fields or industries. One reason for this
seems to be that there were several different funding pro-
grammes for the companies in these fields to choose from.

4.2 Relevance, target setting and objectives
Liito

Liito had several objectives. It was the first programme of
its nature in Tekes. Most notably, at the time of its launch, it
was the first programme in which Tekes funded the devel-
opment of sales activities as reflected in official communi-
cations. (Tekes, communication 14.6.2007).

As noted in the final report of the programme, according
to the self-evaluation of the steering group, the programme’s
strategic goals were relevant and ambitious. The need to fo-
cus on communication and results-dissemination activities
was recognised. Some of the goals, i.e. international growth,
new innovations in business models, increase in competitive-
ness and renewal were seen as being rather over-ambitious
and had mediocre success. At the time, the key challenge
how networking could be carried out on a more concrete lev-
el and how to better integrate enterprises into the research
project design phase. (Tekes, 2001, p. 20).

Most of the interviewees see the programme as very
relevant one in terms of introducing a more networked
view of innovation processes in contrast to earlier techno-
logical programmes and in introducing, for the first time, a
clear connection to comprehensive business development
and market viewpoint to Tekes-funded development pro-
grammes. Similarly, the programme was seen relevant in
focusing Tekes' activities on business model innovation and
business development for the first time - “first class inno-
vation in innovation funding’, and in introducing a more
business-centric approach inside Tekes.

From research perspective, Liito has been both a rele-
vant and a significant programme. The Academy of Finland
organized research programmes for business development
(Annex 2) at the same time, and Liito made continuity to-
wards these research themes. Liito was also the first pro-
gramme that made it possible for business schools to really
participate in Tekes'research funding programmes. For ma-
ny commentators, this has led to an increase in business
research alongside technological research both in terms
of Tekes funding and to some extent in terms of actual re-
search practices in the universities.

The theme was especially relevant because it implicitly
meant that the enterprises started to think that both techno-
logical and business research constitute research. Many have
commented that research is less solely technology-oriented.

However, the lack of focus within the programmes is
also a challenge for their relevance. It is likely that not all the
needs were addressed, and some sectors where business
model innovation and business capability development
would have been important were left outside the scope
of the programme. This risk was already recognized at the
planning stage. (Tekes 2004).
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Figure 4. lllustration of ended research projects.

The project types implemented by research institutes (HEls and governmental research institutes)
(Note: may include duplicates of projects, if announced by more than one partner)
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Almost all of the interviewees see Serve as having been a
very relevant programme at the time. Most point out that it
was also a forerunner programme in itself. This can also be
seen in the fact that it was internationally a rather unique
programme, meaning that good benchmarks are hard to
find.

However, due to the programme’s long duration and
very wide scope, the picture of its relevance is rather blurred.
According to interviews some of the relevant themes were
somewhat absent at the beginning of the programme. An
example of such a theme is digitalization, which was a more
important driver during the programme than originally en-
visaged. As a programme, Serve was very business-centric,
which sometimes was also its burden. However it should be
noted, that before 2005 Tekes was very technology-centric
funding and at the time “digitalization” was understood in
very technological way. Thus it was conscious choice not to
emphasize the theme in the beginning of the programme.

The need for Serve is characterised by the old-fash-
ioned understanding of services within Tekes and within
other funders at the beginning of the programme. Accord-
ing to many interviewees, the first discussions underes-
timated the role of services, or services were thought to
be low-added value services. This meant that the Serve
programme had also a role of an “evangelista” in a sense,
both in the national innovation policy landscape and in-

years of the programme seemed to be more of marketing
the idea inside Tekes. It was seen as almost too much of a
forerunner. However, according to many, Serve also had an
impact on how Tekes viewed its role in developing service
innovation.

As pointed out in the context story, the Serve pro-
gramme was implemented during the general service
business hype. The role of research projects was extremely
relevant and important: they conceptualised service busi-
ness development for companies as well as the value of
services, etc.

A question that arose in a few interviews is that of
whether Finland was ready to take all of what Liito and
Serve had to offer or if they were perhaps too forerunning.
This means that they have perhaps left a gap for public in-
tervention after their closing. The programme (this applies
to Liito as well) was difficult to understand for those not
involved, and sometimes the differences between Liito and
Serve were difficult to point out.

The target setting and objectives of Serve were seen
as rather ambitious in the interviews. In 2012, it was stated
that out of the objectives of Serve, internationally known
and profitably growing service companies and internation-
ally attracting service markets are the two objectives that
still require the most actions. During the programme, there
was a lot of discussion on the topic of pioneering and what
it actually means. For example, there were some concerns



about whether SMEs could be pioneers. In addition, there
were some concerns that the theme would drive away com-
panies in the provinces of Finland. (steering group memo-
randumes).

According to most interviews, the target setting was
also extremely challenging and not all targets were met.
However, it should be noted that unlike other programmes,
Serve created an internal programme strategy and pro-
gramme metrics that were used to steer the programme, as
well as to guide which kinds of projects should be financed.

Some interviewees commented that the internal mis-
sion of the programmes should have be more explicitly
stated than it was in Serve. Some also comment that it did
not work out as well as it could have. Many point out that
too much burden was placed on the shoulders of the pro-
gramme manager and coordinators.

Comparative remarks on resilience

One of the evaluation questions on the resilience of pro-
grammes and their objectives was tackled in interviews
and desk research. A major point raised by many was that
the programmes in and of themselves were quite resilient
to changes in the operative environment. This is character-
ised by the refocusing of activation measures to the sec-
tors more interested in being forerunners, adaption of the
programme strategies, and different interpretations of the
programme goals.

Some point out that the programmes were even too
resilient in terms of internal change, and that changes in key
personnel on the programme and / or coordination teams
also led to refocusing of the work. Due to their non-sector
focus and wide themes, it is obvious that the programmes
were in their very nature resilient programmes rather than
focused and closed ones.

4.3 Key results from Serve

When the programme ended in 2014, Tekes identified the
following results: 1) innovative service business models
and concepts have been developed. Profitability-growing
service companies have emerged with positive impacts on
service markets as a whole; 2) internationally recognized,
high-level research in services and service innovations have
been strengthened. (Koskela and Salminen 2014).

For Enterprises

In terms of service business, the results have been quite
wide reaching. There is quite an extensive collection of suc-
cess stories (presented in different publications) that have
benefited from the programme in the long term. Many
interviewed participant companies state that the projects
funded by Serve have set a basis for thinking in terms of
services in their business, even though some aspects of the
projects were not fully realised.

Many of the projects concerned testing concepts and
developing service design, and their full impact has taken
place after the programme. In addition, many concrete re-
sults of the projects concerning, for example, client experi-
ence, service design and service business within traditional
companies, have evolved over time and become realized
sometime after the project has ended.

Based on the questionnaires carried out by Tekes, in
95% of the projects, the new solutions were created to
some extent in network cooperation (Paavola 2014). Ac-
cording to Serve questionnaire made to Serve's company
projects at the last year of the programme, 81% of the com-
panies estimated that the project created through Serve
funding had had a majorimpact on the development of the
company’s business. However, at the same time, 41% of the
respondents noted that they would have implemented the
project with or without Tekes’ funding anyway. Serve fund-
ing only allowed them to carry out the project on a larger
scale and with more external experts. 98% of the compa-
nies were, nevertheless, satisfied with Serve’s services. 38%
were, furthermore, very satisfied. (Tekes questionnaire for
enterprises).

Many examples demonstrate a large growth effect
of Serve companies. Introducing a new business logic to
Finnish companies, which was one of the expected results,
was not perhaps that well rooted for most of the related
projects. For some companies, the programme has meant
a drastic change in their business approach towards being
more service oriented. The key point is that Serve projects
have influenced the mind sets of the companies even more
than the actual business at the time of implementation.
Digitalization has been the other key driver to support this
change. This observation seems to be valid for almost all of
those sectors that were involved in Serve.
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} Case illustration: Rautakesko - initiating

the service thinking

Rautakesko participated in the Serve programme with
a project that introduced the idea of services in a hard-
ware store business. This was a completely new type of
thinking in a very traditional business characterised by
very little business development in the past years. The
company had a partner that brought the idea of the
possibilities of new business and was the main initia-
tor of the project. The company therefore had the idea
of developing service business even prior to the Serve
programme. Participating in the programme brought
credibility and visibility to the project internally.

In the project, the company analyzed changing
client needs and modelled different service concepts
for vendors. A new concept of hardware stores selling
entire solutions instead of hardware was revolutionary
in the business. Solutions were created around energy
efficiency, which was seen as a lucrative and growing
market segment in which the company had not previ-
ously participated. This was realised with the help of a
new partner strongly present in the energy efficiency
business. The company succeeded in introducing solu-
tion sales in some of their stores, even internationally.
However, the concept was fully adopted only in a few
stores, which was remarkably fewer than the company
had planned. The concept is used to some extent in
many stores.

In hindsight, it can be stated that Rautakesko’s busi-
ness model of having independent hardware vendors
posed a major challenge for implementing the service
business concept. These challenges were underestimat-
ed in the beginning of the project. The company put
effort into training vendors as well as sales people. The
adoption of service business is, in fact, heavily depend-
ent on the interests of the vendor, which was under-
estimated in the project. However, the company has a
number of stores where the new concept was adopted
successfully. Additionally, the concept was adopted
successfully in some stores in Estonia and Latvia. On
a wider scale, the project initiated, for the first time, a
service business mind set in the company.

The company had ambitious targets for service sales.
These targets were not reached, and the share of service
sales varies greatly among stores. It could be argued
that service sales have most potential in large cities. De-
spite this, the initiation impact of the project has been
seen as important. 4

Case illustration: Kemppi - Change of
business with the projects

The company had two projects in Serve, one defining
the company’s service business concept and other for
creating a new concept of leasing welding capacity. The
year 2008 marked a change in the company’s product
development strategy, as traditional product develop-
ment and service business functions were merged. The
company had participated in the BestServ programme
hosted by Tecnology Industry and Tekes, which was the
initiator impact to start developing service business.
The projects in Serve were unique for the company in
the sense that they created more systematic develop-
ment activity for the company.

The service business concept project aimed at de-
veloping, at the time, a completely new service busi-
ness concept and models for service business for the
company. The purpose of the project was to get a good
kick-start for major service business development in the
company, as services had previously played a less im-
portant role in the company. The importance of service
business was underlined by dedicating an important
number of employees to service business development
only. The project involved several partners, which had
the role of carrying out market research and sparring
the company in its service business development.

The service business has developed greatly since
those times. Today, services make up an important
share of the company’s business and their volume has
tripled since 2008, although the company had set even
higher targets for service business when initiating the
projects. The service business unit still exists today and
employs some 35 people, compared to three in 2008.

The other project aimed at developing a new busi-
ness model for leasing welding capacity was not as
successful as the service business concept project.
The main reason was the economic downturn in 2008,
which had a huge impact on many businesses and sec-
tors. The company was able to create a new concept for
new type of business that can be launched later. The
partnerships created between the company and part-
ner organizations were valuable and still exist today. 4



Figure 5. lllustration of the international aspect of the projects.

Internationalism 1: The target countries of the partners in projects that
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Serve (37% of ended projects' partners
included internationalization aspects
to the project, N =155)

Muoto (37% of paid projects' partners
included internationalization aspects
to the project, N = 30)

Liito (50% of ended projects' partners
included internationalization aspects
to the project, N = 143)

0 20%

M Nordic countries B Other European countries

10% BEREAES 6%

37% 3%

13% 11%

40% 60% 80% 100%

North American countries

Il South American countries B Asian countries Australia

A few case examples that were selected were not so
successful. Some of these did not obtain any meaningful re-
sults. These projects dealt mainly with digitalization of core
business, where the challenge seems to be the balance be-
tween tailoring digitalized service concept for the company
and choosing between the right existing ones. The sample
projects analysed in this regard, too, have been almost too
forerunning projects.

One interesting aspect that was not so fully met was
internationalization. Although many projects included the
international aspect, it was not so evident and focused very
much on Europe and Nordic countries in Serve, as can be
seen in Figure 5.

Case illustration: Tammermatic Oy - From
industrial business to service business

Tammermatic’s development project included three
different entities inside the house. The first was an R&D
effort to create a new-generation washing machine.The
product created as a result was introduced first in Ger-
many in 2012, and it has later fully replaced the older
washing machines in production. The project allowed
the company to capture new features in the machines
that no competitor had, which has brought the com-
pany a new competitive advantage.

The second entity was attached to customer service,
with the creation of a new service concept called the
dividend machine (osinkokonekonsepti). The concept re-
newed the pricing mechanism of the washing machines
in such a way that a fixed charge now covers the entire
service, from the machine to chemicals and mainte-
nance.The service concept was launched on the Finnish
market and its success has been viewed very positively
inside the company. However, it has been noted that
from the customer’s side, the benefit of the concept
would have been higher in times of high interest rates.

The third entity of the development project has
been the renewal of the production concept. This en-
tity has included some actions, but it has not yet been
as successful as the other entities.

Tekes' funding from the Serve programme was con-
sidered central to the implementation of the project. It
was stated that the developed themes were crucial for
the company’s continuation in the competitive market.
Tammermatic also has experience from other Tekes pro-
grammes both before and after the Serve programme.
The products and concepts created through Serve have
now become part of daily business, and future devel-
opment projects especially touch on the topic of inter-
nationalization and export of both the machines and
service concepts. 4
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Case lllustration: Rautaruukki Oyj - The
dynamic techno-economic methods for
capacity control in a capital-intensive
industry

In 2006, the company Rautaruukki lived in times of high
demand and full use of its capacity. In this context, the
development project aimed to optimize the use of its
capacity by improving its maintenance planning. The
company applied for Serve funding due to the large
scale and costs of the programme as well as due to the
opportunity the programme provided for the company
to purchase outside expert services. Rautaruukki had
some earlier Tekes experience from R&D projects, but
not on the maintenance side.

In practice, the project first observed the problem
of capacity use and assessed the linkages between the
machines and different material flows. This then led to
the development of a mathematical model to forecast
the fouling of production machines. The created stimu-
lation model allowed the company to better predict
the need for maintenance and decrease maintenance-
related disturbances.

The created stimulation model has been in use in
the company since the end of the Serve programme,
though these days, ten years after the start of the pro-
ject, there are also other methods in use. The project
has been viewed as successful; however, its impacts
have not been very extensive in an economical sense.
This limitation of the project success has been, firstand
foremost, due to the market crash in 2009, which has
generally led to times of overcapacity among the com-
panies in the market.

In addition to the funding, the project formed a
group of enterprises tackling similar issues. This was
found to be very insightful, as it provided a viewpoint
and information from other companies that are also cre-
ating methods for capacity control but are not direct

competitors. 4

Based on the innovation survey carried out by every
second year by Statistics Finland, the share of service sector
companies launching service innovations has been stable
around one fifth of all service sector companies. It is inter-
esting to notice that during the time Serve was ongoing,
this share in financial and insurance activities has been
between 30% and 50% (in 2008-2012). There has clearly
been interest for service innovations within financial and
insurance activities but for some reason Serve did not suc-
ceed to reach financial and insurance companies within its
sphere of influence.

Whereas the share of industrial companies, strongly
present in Serve, has been stable and low, around 14 %.

For the research landscape

According to the research projects’ self-evaluations, 96% of
the public research projects funded through Serve create
results that are beneficial to companies. At the same time,
the research projects wished that the demands for network
cooperation would be lowered. (Serve 2013, results from
project survey).

First of all, Serve created a service research landscape
in Finland. Most of the research groups created during the
programme are still operating. Service research entered the
Finnish research agenda and international “gurus” became
connected to Finland. Finland became a relevant player in
international service research. The Serve programme also
networked the Finnish service research community in a
new way. Some permanent platforms have been created,
such as the Finnish Service Alliance. Research activity has
drastically increased, which can be seen after the factin the
regional seminars on service research.

According to data from research projects and re-
searchers, most of the research projects funded from Serve
involved relatively pragmatic knowledge, data and sugges-
tions for wider use. Another result was that towards the end
of the Serve programme, Finland was considered one of the
leading countries in service research, which could be seen
in the EPISIS project as well as in the citation impact of the
service researchers.

Key research groups have had heavy involvement with
international and Nordic research, as well as with compa-
nies. The Finnish Service Alliance is a good sample result
from the Serve programme. New knowledge was created
on how to successfully implement a service approach in
traditional industrial organizations. Dissemination has been
done afterwards, with universities integrating some publi-
cations into their teaching material (such as the Rajatonta
rohkeutta book, cases, etc.)

For Tekes

Many of the interviewees see that Serve has had an impact
on Tekes' internal activities, i.e. being a pioneer for service
thinking for other programmes. Many of Serve’s forums,
such as the “BestServ forum’, have remained very active
after the programme.

At the same time with Serve, the wider societal discus-
sion on the importance of services has been quite clear. The
role of services and service innovations has risen to become
one of the most promising themes for future business. Ma-
ny give at least some credit to the Serve programme for rais-
ing these themes and making them part of the discussion.
Some point out that big companies nowadays continuously
report on notions of services in their business in order to
demonstrate their role as “forerunners”.



4.4 Key results from Liito

For enterprises

At the time of the midterm evaluation, enterprises involved
with Liito mentioned that the projects had resulted espe-
cially in new processes and new operational practices, busi-
ness and research collaboration networks, new capabilities
and competencies and new business opportunities. In addi-
tion, enterprises involved with the programme mentioned
that the projects have resulted new partnerships between
research organizations or development of the current net-
work relationships. (Tekes 2008, p. 20).

} Case illustration: Kalevala Koru Oy
- The renewed export business concept

The company had long tried to increase its exports to
the international markets, and their sister brand Lap-
ponia Jewellery already had a successful export his-
tory. The Liito project focused on renewing the busi-
ness model, providing juridical advice, modernisation
of digital tools and building up the logistics chain. As
its outcome, the project led to Kalevala Koru creating a
digital marketing, sales and logistics business concept
in order to reach customers. 4

Almost all persons interviewed from the projects after-
wards see that the projects had a positive impact on busi-
ness development. This observation is similar to that raised
directly after the programme. In their mid-term evaluations,
too, enterprises who responded to the Tekes survey men-
tioned that the project had strategic importance in relation
to the company’s future and that the developed subjects
would not otherwise have been developed (Tekes 2008, p.
23).

Interviews and earlier desk material suggest that the
Liito enterprise projects were well connected to interna-
tionalization activities for the companies. A few case illus-
trations will be presented later.

According to the mid-term evaluation, the networking
of researchers and top management has increased. Inter-
esting examples are the Startmark, Myyntihanke and Cre-
awell projects, where the top management of each have
been proactive. The Liito programme also hosted round ta-
ble discussions and thematic working groups. (Tekes 2008).
However, many of these practices were not continued after
the programme.

For Tekes

Within Tekes-funded projects, a shift has taken place from
purely technological projects and product-centric R&D
to general business development with the purpose of in-
creasing competitiveness on the market. The target group
of the programme was at the same time very wide and
challenging to reach. Traditionally technologically focused
companies were not used to investing in R&D targeted at
developing “only” business models or new markets. To get
these companies used to use such public funding was an
important result as such. As noted in the final report, the
business capabilities were defined in Tekes as a horizontal
team and led also to the establishment of new competence
centres around it inside Tekes (Tekes 2011). Making Tekes
known in the entire Finnish business sector, not only within
technology and R&D intensive companies, and widening
the target group of Tekes-funded projects to encompass
the entire Finnish business sector was a result in itself.

Most of the projects demonstrated the opening of
a new kind of collaboration not only between Tekes and
companies but also between research organizations and
companies. There were many extremely innovative proj-
ects realised within Liito, such as the Myynti and K2 proj-
ects, which focused on new ways of selling. The programme
increased collaboration between business researchers as
well as between researchers and business, and created ma-
ny joint projects. Researchers and research groups are now
well networked outside the capital.

According to the cases and other interviews, the pro-
gramme succeeded in creating networks of companies,
which has ensured a wider and more comprehensive im-
pact of funded projects compared to projects realized by
one company only. An example of these are projects in the
field of standardisation (i.e. real-time economy), which in-
creased companies’ opportunities to affect standardisation
work. This would not have been in the interest of single
companies. Some interviews point out that without certain
Liito projects, no research investment would have been
made in combining advanced market research with the
development of the business management capacity of the
participant companies.

On research landscape

Most of the research projects have developed frameworks,
tools and models for SMEs. However, not all models have
been utilized or the utilization has been in the hands of few
interested people in those companies that participated.
Networking seminars among researchers were seen as
extremely important. The research projects in themselves
were also very active in terms of publications and theses
and Liito was the most active in this respect (see Figure 6).
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Figure 6. Outcomes of research projects based on Tekes’ follow-up data.
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Many interviewees point out that business manage-
ment capability development in Liito programme was more
concrete than in other instruments, such as the Academy.
However, many point out that the content of research proj-
ects was not then exactly what the goal statements implied
— it was more practical and applicable research than “inter-
national top-level research”.

Many interviewees have pointed out that many frame-
works, tools and working methods included in the Liito
programme remained at a conceptual level in those proj-
ects that dealt with leadership or different kinds of process
management.

Case illustration: Sandvik Mining - and
the over-theoretical research
organization

Sandvik Mining had a project on innovation manage-
ment. The background for the project was organiza-
tional changes of 2006, when the company started to
build an organization based on client segmentation.
Organizational changes in connection to big growth in
mining created an impetus for developing innovation
processes and an innovation management concept.
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publications/patents
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The company was already an existing Tekes client
and had extensive investment in R&D before the pro-
ject. The need was to lead innovation management
more systematically and to organize the innovation
process. The project consisted of creating priorities for
R&D&I processes. The State Technical Research centre
VTT provided expert innovation management services.

Although the project was carried out and different
models for innovation processes were produced, the
overall results remained rather theoretical. Spin-off im-
pacts from the project were quite good. There are two
reasons behind the project challenge: the rest of the
company environment and top-level management sup-
port for new processes were not fully met, and secondly
the concepts used by research organizations were quite
theoretical and difficult to link to the actual needs.

However, many of the concepts and ideas have in-
fluenced the capabilities of the core personnel dealing
with R&D&I, and some ideas can later be seen in the
company’s technology strategy. Thus, the project cre-
ated some basic work for future product development.
Another lesson learned was that the company needs to
challenge research organizations in a new way. 4



Figure 7. Utilization of research project results.
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Serve had also the most wider applicable research
projects from the analysed programmes. This is emphasized
both in the interviews as well as in Tekes’ follow-up surveys
for the projects where more than half of the research proj-
ects had wider use for enterprises than just the participant
companies, which is very typical use of the research results
in the funded projects.

4.5 Influence of the programmes in national
and international policy and strategy making

The evaluated programmes had impact on Tekes' internal
working practices. Interviews point out that the importance
of non-technological innovation can be seen in Tekes. Some
point out that this is sometimes overestimated, since the
project-based funding works better with technological de-
velopment.

Many programmes have had new clients afterwards
from the participants in these programmes. Especially re-
search projects and groups have had continuity. Business
thinking is evident both in programmes and used to be vis-
ible especially in the Strategic Centres for Science, Technol-
ogy and Innovation SHOKs. This change happened partly
because Tekes switched its thinking on services internally
and also from the push from the forerunner technological
clients.
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All of the programmes, especially Serve had a high im-
pact on the orientation of Tekes experts and Tekes strategy.
According to Serve's steering group, an important impact
of the programme has been the national change in the
mind set of developing service business and the mind set
change among Tekes experts. For example, Serve’s score-
card for pioneers has been later on the standing point for
Tekes’ customer profiling model. (Serve steering group
memorandums).

Serve has been “copied’, for example, in South Korea,
Poland and Austria. In addition, several benchmarks have
been done of the programme. (Serve steering group mem-
orandums). Some interviews also point out that the so-
called design ladder model, which is considered a Danish
invention, was originally presented already in the Muoto
programme.

According to interviews Serve has even had an impact
on EU-level policies and concepts. This result (or impact)
has been formed by the interaction of Serve and EPISIS and
enforced by some active parties in Finland. The key impact
has been funding of non-technological innovations in fund-
ing programmes such as Horizon 2020. Even though many
similar aspects have led to the increased focus of services
within these programmes.

However, it should be noted that the causality of the
Serve is impossible to establish. At the same time, the
themes on service business go a lot of attention based on
the forerunners who participated in the programmes.
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4.6 Programme administration and
its efficiency

Liito
Steering group

The Liito programme focused its programme administra-
tion to steering group work and programme services. Ac-
cording to interviews, the coordination function was re-
search oriented, but otherwise seemed important. It was
important that someone had time to put the programme’s
agenda into the companies. Direct involvement with the
companies was more important in Liito that in other pro-
grammes. The programme team and its activities were
rather unclear to some steering group members.

During the evaluation the steering group members
were rather hard to reach. Those who were reached men-
tioned that it was rather general and the use of steering
group as an “Evangelista” did not work the same way as it
did in Serve. Explanations are both the ad hoc nature of
steering group meeting invitations and the background of
steering group members. Also, interviewed Tekes members
wished steering group to have a more decisive role, with
more concrete ideas for programme implementation.

Programme services

Efficiency in Liito programme is reflected in that it was a
wide-scale and non-sectoral programme and brought
new type of clients for Tekes in a rather efficient way, even
though it could have been even better. According to many
interviews Liito programme had an impact in changing the
mind sets of Tekes personnel responsible of funding deci-
sions (also noted in Tekes 2011, s. 18). However, some in-
terviews point out that the change has been much slower
than anticipated.

Programme services focused especially in interaction
between top-level business management and researches.
The programme services included several concepts such
as round table discussions, seminars and networking trips,
guidebook for organizing networking trips and a web page
for results (apparently not operational any more). Serve and
Liike 2 programmes were implemented at the same time
and shared programme services and seminars were offered.
(Tekes 2011, s. 3).

Overall, the programme organized around 60 semi-
nars, which reached over 3 000 participants (Tekes 2011).
However, as mentioned earlier, due to the wide nature of
the programme, many point out that the efficiency of the
programme was not satisfactory in terms of target group
reach. A notable viewpoint raised by many was that it was
rather difficult to gather potential target groups.

Rather critical viewpoints have been in terms of reach-
ing right company profile and company population. At the
same time, it should be noted that many companies are not
very innovative in this aspect (esp. management or mar-
keting).

The overall assessment by project applicants has been
that the programme services were quite appropriate but
sometimes seemed too complex. The importance of semi-
nars and roundtables were also questioned in terms of effi-
ciency in contrast to more direct activation.

Serve
Steering group

Serve had an exceptionally active steering group. Most of
the members participated in the steering group work all the
time, they acted as Evangelista in their own organizations,
participated in creating programme strategy and goals and
also supported programme services as experts in different
seminars and activation work.

The programme administration seems to have been
very active and the steering group and the team have been
seen seem as one of the success factors of the programme.
For example, the work included a lot of pre-tasks before
meetings. In general, it was noted that it is not very com-
mon for Tekes' programmes to get extended. The extended
period of Serve programme was especially due to very well
managed strategy and mid-term evaluation work. (Koskela
and Salminen 2014 and steering group memorandums).

The connection between Serve and Liito programmes
was well acknowledged by the team and it was also wished
that the Serve programme could continue from where Lii-
to ends to some level. In addition, it was estimated that
Serve would inherit some of Liito’s customers. The two pro-
grammes also had a common planning meeting. (steering
group memorandums).

In 2010, the steering group itself estimated that it has
succeeded well in its work. This was especially due to the
orientation to the core things, the strategy and the capa-
bility to see the overall picture. Also, it was considered that
the group has been active in its search for different and new
perspectives to upcoming issues.

Programme services

The programme had a coordination project as well as the
programme team and communication support. The pro-
gramme services had some innovative concepts that were
important at the time, such as morning brunches and a
wide scale regional roadshow.

The activity of coordination functions had its downside
in terms of diminishing the role of programme team and



also in the fact that lot of activity remains on the coordi-
nation function. The programme team also included com-
munication resources, but most of the communicational
activities have been newsletter and some campaign type of
communication. Many interviews criticize that communica-
tional activities should have been bigger and more drastic
in contrast to original programme objectives.

As noted earlier, in 2010, company activation was
started with more intensive approach. This activation was
targeted especially to new fields such as forestry, chemical,
energy and environmental industries. The activation was
based on the lists of Talouseldmd 500 and 500+ challengers.
In addition, Tekes’ questionnaires to companies were used
in planning the target companies. Based on the experience
of the lead, the activation campaign was perceived positive-
ly by companies. (Steering group memorandums).

In 2011, it was stated that the development of the proj-
ect portfolio is satisfactory, but there is need to continue
the activation campaign. At the same time, there were no-
tions that the activation campaign had not resulted in an
increase in the number of project applications. However,
it was discussed that this was also potentially due to the
fact that Tekes' practices had been changed the previous
year. It should be noted that, there was a general decline

in the demand for Tekes' funding in 2011. This decline was
approximated to be about 20% and led to the decline of
Serve's funding allocation. (Interviews and memorandums
from steering group and programme team).

Based on a Tekes survey, the events organized by the
programme have been seen quite successful with average
scores from 3,5 to 4,5 (on a 1-5 scale). According to the sur-
vey, the best programme services were the personal guid-
ance, business development support (with various guide-
books Serve produced) and to some extent the networking
work. In general, programme services and seminars seem
to be experiencing inflation within companies and to work
better with research projects and researchers. Activities to
support internationalization were not seen as important as
the other measures.

In the interviews the programme services and ad-
ministration is considered quite efficient in overall. Serve
programme coordination and management seem to have
functioned well. Especially roadmaps and international co-
operation are seen very effective and also they have had
implications for the programme strategy. During the imple-
mentation there were log of ambitions to reach the target
group, but during the implementation some refocusing
were done.
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Impacts

SUMMARY

Key findings on the impacts

Muoto

The impact within the participating companies was realized through companies’in-house design
professionals, which were gatekeepers for the promotion of design internally.

Many of the company projects did not have an international aspect and instead focused on making
design a strategic tool on the home market.

Aims of the programme included also to increase the number of design consultancies and develop
the design consultancy service offering. The number of design consultancies was small in the
beginning of 2000s, and their service offering was also limited to some extent.

The number of design consultancies has more than doubled since 2001 and turnover development
in the sector has been positive every year except for the year 2009.

The impact of the programme on research was profound. The aim of the programme was to support
the creation of an established research cluster in the field of design with active partnerships with
companies and international collaboration.

An important impact of the programme is that it yielded plenty of new research literature in the
field of design. Many basic textbooks as well as works for business use were created by the research
programmes.

International research collaboration was quite scarce and depended much on individual researchers.

Liito

Liito demonstrated great potential for innovative business models.
At the level of individual cases several types of impacts can be demonstrated:

- Strategy work developed in Liito influenced the revision of product portfolio of a company and revised
strategy. Led to an increased share of the turnover from domestic markets towards international markets
as anticipated, although the actual turnover is at the same level in the beginning of the project.

(Case examples: Artic Machine, Linkosuon Leipomo).

- Change in the way the company organized its inter-organizational development (Salomaa Yhtiot).

— Creation of new types of metrics to steer business which are still in use and help in guiding business
decisions (i.e. Salomaa Yhtiot)

Due to the number of actual enterprise projects and the limitations of steering group reach, many
interviewees point out that the overall impact was more limited than expected.

Liito has funded research projects more than enterprise projects. Those involved in programme
management point out that the results should be measured only after the programmes.

In the longer term, one of the expected impacts was to strengthen the role of business research as part
of the national innovation environment. According to interviews with research project participants and
steering group members, Liito increased the use of business research and market research as part of
the Tekes funding. Some interviewees pointed out that after Liito, market opportunities are now always
considered in terms of traditional technology-focused R&D projects.

According interviews, Liito had a significant impact on establishing networks involving business

and marketing research competencies and enterprises, which has led to several research teams and
business-university collaboration practices after the programme.




5.1 Impacts from Muoto

Impact on enterprises

There were 48 companies participating in the programme
in the form of a development project. Additionally, plenty
of seminars were arranged within the programme to spread
the word about the potential of design. According to the
interviewees, the impact of Muoto on companies was less
discernible than its impact on research. This was perhaps
due to the fact that the programme reached mainly com-
panies already aware of design and its potential. Targeting
those already aware of design was a conscious choice of
the programme. The idea was to spread the understanding
of the potentials of design within business through these
pioneering industrial companies.

The narrow target group was discussed in the mid-
term evaluation of the programme and it was recommend-
ed to widen the target group in order to reach wider results.
However, as Tekes lacked the tools needed at the time to at-
tract companies beyond its traditional sphere of influence,
the challenge could not be overcome by the latter part of
the programme. Reaching companies was also a challenge
because the scope was very wide, covering essentially the
entire business sector in Finland.

At the time, Tekes’ communication methods had not
developed to the level where they are today, and the
main cooperation partners were technology directors in
companies. Given the strategic aspect of the programme,
the main target group in companies should have been at
the CEO level. Due to these challenges, the programme
influenced quite a small number of companies, which
were mainly already using design strategically. However,
the power of the programme was channelled into creat-
ing leading examples within these pioneering companies,
which could then use their own example to demonstrate
the benefits of design. The programme succeeded in cre-
ating such leading examples, and these were communi-
cated efficiently. As design became a visible part of some
leading companies, this attracted other companies to ex-
plore the use of design. Metso was one of these leading
examples. The company succeeded in creating a strong
design unit, and with this, design reached a visible role in
the company. Design also proved successful in business,
as new products where design had an important role in
product development were successful and increased the
sales of the company remarkably.

} Case illustration: Metso - investing to
user-centred design

Metso has long been one of the leading Finnish indus-
trial companies as regards the use of design. At the be-
ginning of the millennium, the company was investing
heavily in user-centred design. The company wanted to
use design more widely in product development and
to develop design competencies within the company
in order to increase its competitiveness. The company'’s
Muoto-affiliated project was Metso's first project relat-
ed to design. The company had traditionally invested
heavily in technology development, and Metso had
already been collaborating with Tekes. Parallel to this
project, Metso was part of a research project related to
Muoto and it was, already at that time, planning and
developing service businesses.

The Muoto-affiliated project encompassed research
on user-centred design, usability plans and procedures,
combined product and service pilots and development
of a new modular paper machine concept and the
brand image of the company. It employed a team of
in-house designers as well as many partners and design
consultants. The project also created guidelines on how
design would be incorporated into the company’s inno-
vation processes. As a result of the project, the company
gained first of all production-line-wide design concepts
for design management.

Design was already an integral part of the company
in the late 1990s. The importance of design grew re-
markably in the beginning of the 2000s. Prior to the
project, the company had a small design team of four
in-house designers. Through the project, a few more de-
signers were employed and the company established
an in-house design centre to the municipality of Jar-
venpad. In-house design resources were important in
the sense that they acted as internal change agents — a
role a design consultant could not take. The lack of in-
ternal designers has been, at times, a major obstacle in
the creation of design thinking within two other large
industrial Finnish companies, Kone and ABB. A large in-
house design team also ensured the continuity of de-
sign themes within the company and made sure that
the use of design was not too heavily dependent on
one single person — which is a risk in case of changes
in personnel.

The importance of the Tekes project was that it
brought credibility to design within the company. With-
out the presence of Tekes, the in-house designers would
have needed to do more work in order to justify the
need for the wide use of design within the company.
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The company was able to bring several new products
to the market that were created according to the prin-
ciples of user-centred design.

There have been a couple of disruptions in the in-
tensity of use and development of design within the
company.These have had to do with changes in the top
management. Commitment and support on the part of
top management have been essential in building up
design competence within Metso. The financial crisis
led to cuts also in design functions, and the design cen-
tre in Jarvenpaa was closed down in 2014. Today, there
is only one designer employed in Metso and a couple
in Valmet, which recently broke away from Metso. In ad-
dition, design procurements have been cut to a great
extent. Despite this regression, design is still an integral
part of the company and the results of past year invest-
ments in design can still be seen today in the form of
well-designed products and existing procedures. User-
centred design continues to be strongly present in the

company. 4

Concerning companies that participated Muoto, many
managed to benefit from the programme significantly (see
some case examples below). According to the final report
of the programme, the criteria set for the participating en-
terprises to include implementation and development pro-
cedures in their project was successful in that it increased
the degree to which project results could be implemented.
The impact within the participating companies was realized
through companies’ in-house design professionals, which
were gatekeepers for the promotion of design internally.
With the help of a specific design expert, the importance of
design was communicated internally, including to the CEO
level. Making design a strategic tool within the company
requires a significant change of mind set, which can be very
arduous especially if the idea of design is new in the com-
pany. Having a design manager gives visibility and credibil-
ity to the topic, and this makes the internal change of mind
set easier. This change of thought is more difficult to real-
ize if the company has dedicated design issues to external
experts only. External experts lack the tools and possibil-
ity to influence company’s internal culture. According to a
member of the programme’s steering group, during the first
years of the new millennium, many companies had raised
their design manager to a member of the executive group.

Muoto aimed to make design a competitive tool for
Finnish companies in international competition. Many of
the company projects lacked an international aspect and
instead focused on making design a strategic tool on the
home market. Using design strategically as a competitive
tool and testing it first on the home market may be a wise
strategic choice from the companies. Many of the compa-

nies have then succeeded in increasing their international
sales. A case analysis of Levanto and Finn-Marin shows how
design can have an importantrole in increasing the interna-
tional sales of the company.

Case illustration: Levanto - reforming
the visual and brand image

Established in the 1930s, Levanto manufactures dia-
mond tools and provides related solutions. The com-
pany employs some 50 people in Finland, Sweden and
Norway. The company underwent a management buy-
outin the late 1990s. In 2007, the current management
of the company decided to devote resources to reform-
ing the company’s visual and brand image in order to
create a new, more modern image for a company that
had long traditions and whose business was based on
technically competitive products.

The objective of the development project was to
reform the design of core drills as well as the visual im-
age of the company, covering everything from products
to marketing. The aim was that with a new image, the
company’s products would be differentiated clearly
from competing products. The company would have
carried out the reform even without participating in the
Muoto programme but in that case, the reform would
have been less profound. The company knew Tekes
from previous collaboration and it felt Tekes’ presence
would be essential to succeed in a major reform.

The project resulted in completely new core drills
that no competitor had at that time. In addition, a
graphic manual was created to give guidelines regard-
ing the company’s visual image. Core drills are a lead
product segment of the company and the product will
be launched to a new foreign market this year. Partici-
pation in the Muoto programme turned design from
an operational resource into a tactical resource in the
company. 4

} Case lllustration: Finn-Marin - shortening
the design phase of a new product

In the 1990s, Finn-Marin was a traditional shipbuild-
ing company producing motor boats for the consumer
market. Some one third of the company’s production
was exported. The approaching millennium made it evi-
dent for the company that it should heavily develop its
business and especially product development in order
to be able to benefit from the international growth of
the business and to be able to bring new models to the
market at a faster pace.




The company decided to design a 31-foot boat,
which required extensive development of the design
process as well as production processes. The company
made a large investment in 2000 to shift away from very
traditional, handicraft-based shipbuilding, and created
production lines and efficient production facilities with
measurable processes. Tekes was part of this project.

Good cooperation with Tekes led to another project,
this time part of the Muoto programme. The objective
of this project was to heavily develop the company’s
product development processes in order to shorten the
design phase of a new product. In the project, the com-
pany rethought design, planning, electrical installation,
lacquer finish, glazing and other essential phases of
new product development. The company also started
using 3D technology in its design. The project involved
many partnering companies, which operated as sub-
contractors for the company. The project made design
an essential part of product development and brought
some Mediterranean style to the product selection,
which had been characterised previously by traditional
Nordic design.

The result of the project was a completely new type
of 31-foot boat for the Finnish and international market.
In addition, a new brand was created, albeit uninten-
tionally. It was the first boat of this size on the Finnish
boat market and the boat attracted plenty of media at-
tention, also winning a couple of awards. Through the

project, the company was able to cut half of its product
development expenses as well as the timetable for the
following product creation. Soon after this, the compet-
itors of the company on the Finnish market started to
put effort into product development as well. Finn-Marin
was, however, the first company to heavily develop its
business and it revolutionised the traditional shipbuild-
ing sector in Finland.

After the project, during the years 2005-2007, the
company'’s sales increased by some 50% a year. Work-
force employed by company’s products grew tenfold
between 2000 and 2007 and exports doubled. Although
the financial crisis led to letting go of the in-house R&D
function, the company has been able to retain the
share of exports at the peak year figures. The company
employed many subcontractors and indirectly created
over a hundred new jobs. In addition, one new start-up
was created in shipbuilding. 4

Aims of the programme included also to increase the
number of design consultancies and develop the design
consultancy service offering. The number of design con-
sultancies was small in the beginning of 2000s, and their
service offering was also limited to some extent. The pro-
gramme aimed to create collaboration not only between
these consultancies and companies benefiting from design,
but also between design consultancies and the research
sector.

Figure 8. Growth of design consultancy services (Statistics Finland, Register of Enterprises and establishment).
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Figure 9. Turnover per employee in design and management consultancies.
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The number of design consultancies has more than
doubled since 2001 and turnover development in the sec-
tor has been positive every year except for the year 2009
(specialised design activities in Standard Industrial Classi-
fication 2008). This development has not resulted in larger
companies though as the average turnover per company
has remained stable and still 99% of the companies in the
sector employ less than 10 people. It is interesting to no-
tice, though, that turnover growth has been slightly more
rapid in small companies, employing less than 10 people
compared to larger companies. Profitability has increased
somewhat but not to a large extent. Regarding profitabili-
ty, in turn, the growth has been highest among companies
employing 10-49 people. Comparing this development to
management consulting services, it is interesting to notice
that as regards to the number of companies, design con-
sultancies have grown relatively faster than management
consultancies. When it comes to profitability of the business
this tendency is the opposite with management consultan-
cies having a higher growth rate for turnover per employee
than design consultancies. (Statistics Finland, Register of
Enterprises and Establishments).

There were eight design consultancies that had a de-
velopment project in Muoto. Factors limiting the partici-
pation of design consultancies were that they were small
and therefore resources to develop their business scarce.
This challenge concerns all small companies related to the
programme, not just design consultancies. Many small
companies were not interested in participating in such a
programme due to scarce resources for development.
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mmmmm Turnover per employee (management consultancy)

........ Lin. (Turnover per employee (management consultancy))

However, changes in the entire field of design and
business can be seen to have encouraged also these smaller
companies to develop their business and benefit from de-
sign. For example, Pentagon Design, which was analysed as
a case study in this evaluation, had a novel and innovative
business idea that could not be turned into new business.
The reasons for this were that the company lacked resourc-
es for marketing its business idea and could not turn its
good idea into new business. For single small consultan-
cies, these types of development projects may not be the
best way to create new business. As the final report of the
programme suggested, the development of the sector calls
for new partnerships and collaboration networks, which en-
able adequate resources for development activities.

} Case illustration: Pentagon Design
- obstacles in creating new business

Pentagon Design is a design agency, which participat-
ed in the Muoto programme with two projects. One of
these was a development project related to a new solu-
tion realized together with Taloustutkimus, a market re-
search company, and the other was a group project re-
alised with a few strategic clients of the company and a
new partner. Pentagon design had a need to be able to
visualize customer needs and interests. The idea was to
be able to evaluate design-related needs and interests
for different consumer groups based on research. The
aim was to combine a consumer research framework




with design frameworks and to create a model that clas-
sifies consumers on basis of their values and interests.
The model would have been incorporated into a mar-
ketable service for the clients of Pentagon Design and
Taloustutkimus.

Despite a good idea and realization of that idea,
the companies were not able to use it to create new
business. The solution received interest but companies
found it difficult to market it. Pentagon Design assesses
that they were perhaps too early with their solution,
as similar types of solutions have emerged later and
they have gained success. Additionally, a small design
agency has limited resources to put adequate effort
into marketing something completely different and
new compared to its usual service offering. However,
the solution functioned as an internal tool in the com-
pany and was useful in that sense. Pentagon Design
also gained new know-how and competences through
the project. The project succeeded in building up a new
strategic partnership between the companies and they
have continued to engage in cooperation also in other
projects.

The other project dealt with establishing a forum for
few good clients of the company that were not compet-
ing in business in order to offer them a possibility to
share ideas and to learn about foresight methods and
test these in practise. The idea was to help the compa-
nies implement user-driven planning in their processes.
The role of Pentagon was to to lead the group. However,
the actual content of the project was planned by the
companies and they themselves took care of the actual
work in the project. The project was a completely new
way for Pentagon Design to bring together companies
that did not previously know each other. It was a pilot
for testing a new type of service for Pentagon Design. 4

Impact on research

The impact of Muoto on research was profound. The aim
of the programme was to support the creation of an es-
tablished research cluster in the field of design with active
partnerships with companies and international collabo-
ration. The programme was seen as a remarkable source
of funding in the research sector and funding for design
research increased sharply through the programme. The
programme created new research networks within re-
search institutions and between research and companies.
All relevant design topics at the time were covered in the
programme by research projects. The creation of Aalto Uni-
versity united creative and artistic fields with business and
technology. Design was made one of the four spearhead
fields in the new Aalto University and design was allocat-
ed remarkable resources in the new research community.

Those interviewed see that Muoto had its share in this de-
velopment.

Prior to Muoto, design research was carried out in sin-
gle small research projects. Now, design has become an
established part of research. There are permanent design
research units in several research institutes, such as Aalto
University and the Institute of Design and Fine Art at Lahti
University of Applied Sciences. In addition, the number of
doctoral dissertations increased remarkably, bringing many
new design topics under research that previously had not
been researched. Muoto was important for enabling many
doctoral candidates to accomplish their academic degree.
However, the increase in funding was temporary, and those
pursuing a doctorate were not able to stay within research
units. Instead, they have since those times been employed
in the business sector. This is seen in the research sector
as a disadvantage, as research units are nowadays smaller
than they used to be. On the other hand, flow from research
into business has enabled a wider exchange of thoughts
and the exploitation of research knowledge in the business
context. Given the aims of the programme, this can be seen
as a positive trend.

An important impact of the programme is that it yield-
ed plenty of new research literature in the field of design.
Many basic textbooks as well as works for business use were
created by the research programmes. This literature is large-
ly still in use and many of the works directed for business
use have seen multiple editions.

Design education has also developed greatly due to
increased research resources. Research results have been
incorporated into basic design education and in this way
have brought education forward. Design education at the
university level is today much more research-based and less
of the master-apprentice type than it used to be. Research
units had good relations with companies also prior to the
programme, but it encouraged some smaller companies to
participate in research projects too.

International research collaboration was quite scarce
and depended much on individual researchers. Some re-
searchers had active collaboration with international fel-
lows and organized events and seminars to support this. In
general, the programme was seen not to have succeeded in
creating significantly more new international partnerships,
even though this was one of the priorities within research.
The research projects, especially during the first half of the
programme, did not include international aspects. The aim
of the research projects was more to make design a com-
petitive advantage on national level. As this weakness of
the programme was lifted up by the mid-term evaluation
report, research projects initiated in the latter half of the
programme took internationalization better into account.
Most of the research projects initiated in the second half
of the programme were classified as important in an inter-
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Figure 10. Project participants’ view of the impact of the programme in altering their market position.

How is the project expected to alter the company's market position in relation to competitors?

(Tekes' follow-up questions for companies

Serve (N =119) 1% 13%

Liito (N =34) 21%

Muoto (N =39) 3%

M Becomes significantly weaker
I Becomes somewhat better

national context, whereas only some projects received this
remark in the first half of the programme.

Participant companies also estimated in Muoto, that
after the projects their competitive capability is better than
other companies. This finding is similar with other pro-
grammes.

To conclude, it can be stated that the programme
positively influenced the accumulation of competences in
the design field and it helped to make the design research
field more elaborate and useful for business. However, the
general challenge of diffusing research results into business
also affects Muoto, and work remains to be done concern-
ing this.

5.2 Impacts from Liito

Impact on enterprises

One of the impacts expected in the final report (Tekes 2011,
p. 7) was that in the longer term, the programme would
create new competencies and capabilities to develop their
competencies together with the Finnish research organiza-
tions and universities. According to many research projects,
interviewed five years after the programme, the same en-
terprises included in the project are still in cooperation to
some extent with the research organizations. However, the
“new cooperation model” was not realized.

W Becomes somewhat weaker

Remains the same

M Becomes significantly better

The same finding on increased collaboration between
research organizations in the field and participant compa-
nies is reflected Tekes’ own follow-up data where around
55% of both Liito (and Serve) participants saw the effect on
domestic cooperation and around 30% saw the effect on
international cooperation (see figure 11).

The case companies have developed several different
aspects of their businesses after participating in the Liito
programme. For example, in the cases of Arctic Machine
and Linkosuon Leipomo, the strategy work developed in Lii-
to influenced the revision of product portfolio and revised
strategy. This also Led to an increased share of the turnover
from domestic markets towards international markets as
anticipated, although the actual turnover is at the same
level in the beginning of the project.

In the cases of Salomaa Yhtiot, a noted impact was a
change in the way the company organized its inter-organi-
zational development. In addition, there was a creation of
new types of metrics to steer business which are still in use
and help in guiding business decisions. Other impacts have
been, for example, new international expert countries that
were selected based on the strategies or analysis developed
in the Liito programme (i.e. Artic Machine, Olvi), reorgani-
zation of the company’s own product R&D and innovation
activities (Olvi, Salomaa Yhtiot), and an increase in the inter-
national sales and international growth or an increase in the
share of international turnover from overall turnover (Olvi,
Artic Machine, Linkosuon Leipomo).



Figure 11. Effects of the projects in Liito and Serve.

What kind of an effect does the project have on the applicant?

(Tekes' follow-up questions for HEIs and research institutes, multiple answers per project allowed)
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Case lllustration: Linkosuon Leipomo
- internationalization project

The traditional bakery from Tampere participated in
Liito with a project related to internationalization. The
projectincluded analysis of potential international mar-
kets, approaches to internationalization and an internal
development portion, which focused on revising the
product portfolio of the bakery. Some of the initial plans
for the project included thinking on a product proto-
type for“rye-chips”the technical production challenges
of which were also tackled in the internal development
portion.

The project was a success in that it met its objectives.
The biggest impact was the competence in analysing
international markets, which is still relevant after 5 years
since the end of the project, and the specialization in
dry-bakery products. This also meant a revision of the
company strategy after the research project. Combin-
ing both market and internationalization analysis and
the solving of technical challenges for the spearhead
product was very important for the company.In a sense,
the project had extensive impact in helping Linkosuon
Leipomo to define what the company is today. 4

Serve (N = 188)

mm Other effect

== The combining of technical and non-
technical competences increases

Commercialization competences increase

mm Cooperation with international companies
increases

mm |nternational research cooperation
increases

Cooperation with companies in Finland
increases

mm Research cooperation in Finland increases

== Multidisciplinary competences increase

} Case lllustration: Salomaa Yhtiot

- a common strategy language for
the companies

Salomaa Yhtiot participated in Liito programme as a
new client for Tekes. The company had two projects
within Liito: Creative and Innovative Strategic Leader-
ship, and Management and Competence Management
as a Tool to Reinforce Service Development in Chang-
ing Marketing Sector. Key drivers for the development
projects were changes in competitive landscape and
the need to systemize development work in a group.
When initiating the projects, each company had their
own organizational development framework and prac-
tices and the aim was to find shared framework at the
group level.

The aim was to create a common strategy language
for the companies and through this a shared vision on
strategy between the companies. Target was also to
create a systematic and shared framework for business
development and foresight activities. The competence
management project aimed at reinforcing strategic
thinking, models and tools for competence manage-
ment as well as client management. The projects were
initiated and led by the parent company. Several exter-
nal partners were involved in the projects.
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The company was very satisfied with the Creative
Innovative Strategic Leadership project. However, the
Competence Management project was less successful.
Key results of the projects were a creative leadership
metrics, strategy related dictionary, model for strategic
leadership management, systematisation of business
development and the need to internally train people
for strategy work. Some of these did not land into their
targets as well as anticipated. The projects created also
an internal development networks within the group.

As impacts of the project, it can be named that the
created metric shows areas of prioritization within
business development. The created metrics has been
developed further. Also the created dictionary related
to strategy management has been also elaborated after
the project. It should also be noted that competence
development and culture for business development
have fostered after the project. 4

Some spin-off impacts from the Liito case studies can
also be identified. Developing business management ca-
pacities and strategies has led to rethinking of company
brands. Many projects included either directly or indirectly
rebranding the company or a particular product. Realiza-
tion of the importance of systematic business model R&D,
on the other hand, has led to systematization of the pro-
cesses. In addition, there was an initiation impact that led
many companies to use Tekes funding.

Due to the number of actual company projects and
the limitations of steering group reach, many interviewees
point out that the overall impact was more limited than
expected.

Case lllustration: Olvi - internationalizing
business

Olvi participated in Liito in order to gain dedicated re-
sources and momentum to push forward some neces-
sary development projects. The company saw a need
for change in its product assortment as a response to
a rising consumer trend of healthy and flavoured min-
eral waters. Additionally, the company wanted to im-
prove the design of their packaging. This all aimed to
internationalize the business and gain a foothold in
some selected markets abroad.

The project consisted of consumer and market
research related to packaging, consumer tastes and
brands, research on new distribution channels abroad,
creation of new product families within functional and
flavoured mineral and soda waters and creation of
new distribution channels abroad. The company pilot
tested its new products in Russia, Sweden and Spain.

The purpose of these activities was also to develop and
systematize the company’s R&D activity.

The project involved several partners, research in-
stitutions and, for instance, some agencies on foreign
markets. The project was prolonged from the origi-
nal two years to five years, as the company wanted
to do profound background work in order to achieve
good results. This also enabled the implementation of
new development procedures. Through the project,
the company succeeded in creating some international
sales to Russia and Spain. Before the initiation of the de-
velopment project, the company had established inter-
national sales only through acquisitions. This project
marked the kick-start of the internationalization of the
company'’s own products. As a result of the project, the
company was able to quadruple its international sales.
This effect was only temporary, however, as grocer-
ies faced severe difficulties on the Russian market fol-

lowing the eruption of the latest crisis. 4

Impact on the research landscape

Liito has funded research projects more than company
projects. Those involved in programme management point
out that the results should be measured only after the pro-
grammes. Especially the impact on research organizations
is non-linear and may be seen in other research projects
after the initial project has ended.

In the longer term, one of the expected impacts was
to strengthen the role of business research as part of the
national innovation environment. According to interviews
with research project participants and steering group mem-
bers, Liito increased the use of business research and mar-
ket research as part of the Tekes funding. Some interview-
ees pointed out that after the Liito programme, the “market
opportunities” are nowadays always considered in terms of
traditional technology-focused R&D projects. However, the
result was also part of a wider cultural change than the Liito
programme (for the target setting, see also Tekes 2011, p.9).

According to case-study interviews and other inter-
views, Liito had a significantimpact on establishing networks
involving business and marketing research competencies
and enterprises, which has led to several research teams and
business-university collaboration practices after the pro-
gramme. The programme also brought traditional “business
and marketing research” into closer cooperation with Tekes.
In universities, Liito has led to the creation of research groups
that cooperate and interact with the companies, as well as
created new networks for business and marketing research
within the universities outside the Helsinki region.

Most of the research projects studied had a close en-
terprise cooperation and application approach. For most of
these projects, the companies have continued to develop



their business management practices together with the
research organizations. Essentially, they learned to use re-
search to support management capacity development.

} Case illustration: DYNAMO - The
performance of the industrial system
and the management and control of
dynamic networks

The project created plausible research results on net-
work competencies and management. Several organi-
zations participated in the project, and they continue to
carry out business management development with the
research organizations. The research project influenced
cooperation between VTT and several other research
organizations and created a continuity for the research
theme after the particular project. 4

Impact on other actors and externalities

The themes present in Liito were not visible in the innova-
tion funding landscape at the time. According to many in-
terviewees, the themes of Liito were also absent from public
innovation policy in general. Particularly business model
development within research and enterprise collaboration
approaches were not supported at the time with any other
instrument.

Liito (as well as Serve) helped Tekes to build up ecosys-
tem thinking and develop a new kind of understanding of
management models. According to many interviews, Liito
had an impact on the mind sets of the companies. Without
Liito, the participant companies would have had less invest-
ment in R&D and in business development in overall.

5.3 Comparison of challenges and good
practices

The three evaluated programmes were relevant and ahead
of their time as regards their topics and aims. They created
and implemented new know-how and capabilities as well
as new concepts within the participating business and re-
search organizations. The programmes also created new
collaboration between different actors.

All these programmes faced common challenges. These
challenges are grouped under four themes: target group
reach, changing needs for programme services, the role of
research within the programmes, and moving from techno-
logical to non-technological programmes. The themes are
discussed in more detail below, and for each theme, some
good practices to overcome the challenges are presented.

Target group reach

All three programmes, Muoto, Liito and Serve, had very
wide target groups and tried to cover the entire business
sector in Finland. When trying to reach research units as
well as companies with a wide scope, there is a risk of frag-
mentation of the programmes. This challenge concerned
especially Liito and Serve. According to the findings of the
evaluation, especially Liito had difficulties getting its mes-
sage through to the business sector, which was seen to be
because the programme had such a wide context, with es-
sentially any business case falling within the target groups
of the programme. The message and context of the pro-
gramme was not clear enough for the programme to be at-
tractive for companies. With a narrower scope, it could have
been easier to activate companies. This applies to Serve as
well. On the other hand, thanks to the wide scope, it was
possible to explore service business opportunities in differ-
ent sectors at a time when the opportunities were not clear.
A wide target group is therefore especially a challenge with
regard to reaching relevant actors. Otherwise, it may be an
advantage for the programme.

Moreover, it has also been argued that the exceptional
length of Serve resulted in a loss of focus to some extent.
This has been reinforced by the two programmes, Liito and
Serve, being overlapping in terms of their topics. Overlap-
ping themes made it more difficult to get the message
through to the target group.

The target groups of these programmes were also
non-conventional for Tekes. As regards companies, Tekes
was traditionally used to collaborating with product de-
velopment managers, whereas in these programmes, the
main target group was top management of companies and
CEOs, who were responsible for creating and implementing
the company strategy. To some extent, the target groups
were not reached because it was challenging for Tekes to
create completely new connections to companies, some of
which were completely new contacts. Especially in Liito and
Serve, the target groups consisted of companies in fields
where Tekes had not previously operated and did not have
such good connections as in traditional heavy industry, the
main customer group for Tekes in the 1990s. In Muoto, Tekes
targeted primarily forerunning companies to get leading
examples, which also had its drawbacks, as the target group
remained quite narrow.

These challenges concerning reaching the target
group can be overcome through active fieldwork and com-
pany activation at the personal level by the coordinators.
Even cold calls are sometimes required and can be success-
ful. Active fieldwork within businesses can be supported by
cooperation and partnering with intermediary actors such
as industry associations and alliances. This collaboration
was not used in Liito. In Muoto and Serve, collaboration
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with associations such as the Federation of Finnish Tech-
nology Industries and Finnish Commerce Federation were
beneficial.

Changing needs for programme services

Serve was seen by many to have been quite long as a pro-
gramme. A criticism has been expressed that a shorter
programme could have led to more concise projects with
more applicable results. Many interviewees see a need for
an agile project model with short-term trials. This issue is
discussed in more detail in the recommendations.

In addition, in the case of relatively small projects with-
in companies, as was the case with many Serve projects, this
can lead to internal visibility challenges within companies.
Non-traditional projects for the companies can also result in
weak visibility and pose a challenge for implementing the
project successfully. Therefore, it should be ensured that the
projects are large enough relative to the size of the compa-
ny and its business.

Regarding programme management, steering group
work was not very efficient in Liito and Muoto. The steer-
ing group of Liito felt it was not very integrated into the
programme activities and felt that it could have been more
active. To tackle these types of problems, a clearly defined
and systematically executed programme strategy and
strategy measures are important. These were successfully
implemented in Serve, in which the steering group felt in
had a clear role and active participation. In addition, the
steering group should have clear objectives and a well-de-
fined role. It has been suggested by the interviewees that
even the steering group should have clear objectives and
results-based indicators for follow-up. Tekes representatives
have pointed out that forming a steering group is a crucial
point in building up a programme. A good expert may not
always be a good member of the steering group, meaning
that careful consideration of suitable persons when forming
the steering group is essential for the success of the pro-
gramme.

Moreover, it has been argued that many of the results
realized within the programmes have been visible only to
those involved in the management and coordination of
the programmes but not to externals, let alone the public.
This means there have been serious challenges in commu-
nication. All programmes involved significant publication
activities, but for some reason and according to many in-
terviewees, this was still not enough to spread the results.
Dissemination of results requires more than just one semi-
nar presenting the results of the publication. Communica-
tion activities should be given great emphasis, especially in
programmes with an Evangelista role, as Serve had. Even
though special emphasis was placed on communication in

Serve, it was not enough. Today, effective communication
media might in some cases be digital media and videos
instead of print media. However, at the time of the imple-
mentation print media was the most important one. Com-
munication has such an essential role that in some cases,
a separate communication function within a programme
might be essential. In addition, different sectoral intermedi-
ate actors are important partners as regards effective com-
munication. Success stories are a good way to communi-
cate the creed of the programmes.

Additionally, all three programmes were criticised for
having had too many auditorium-based non-networking
seminars and activities. On the other hand, seminars for a
large audience function as revival meetings, as they open
up the eyes of those not aware of the theme or the need
for change. Seminars are therefore useful, but it should be
ensured that they include possibilities for networking and
discussion as well.

Role of research

All three programmes emphasized collaboration between
research and business as a means for achieving good re-
search results. This collaboration was successful in some re-
search projects but in many, it was not. The main challenges
raised during the evaluation have to do with business-re-
search collaboration. Many research projects had less con-
crete results concerning the implementation of the results
than anticipated by the research organizations themselves.

First of all, research projects realized within the pro-
grammes have demonstrated the importance of the field-
test method. Without empirical fieldwork and firm-level
collaboration, the results are difficult to implement and
have weak impacts. This relates especially to Liito. In many
cases, the research projects lack empirical fieldwork already
in the project plans due to lack of interest in field testing
among researchers. The presence of business partners and
fieldwork should therefore be considered already in the
funding criteria.

If included in the research plan, fieldwork may pose a
challenge if changes occur in key personnel in the partner-
ing organizations. Changes in key personnel pose a chal-
lenge for continuity of the project and hinder the exploita-
tion of research results in companies. It is therefore essential
to involve a large scope of people from partner companies
to ensure that the partnership is not too dependent on one
person. This ensures the continuity of the project in case of
changes in personnel in the partner organizations. Involv-
ing a large scope of people from partner companies also
ensures visibility of the project within the company, gives
credibility to the project, and makes it easier to make re-
search results company-wide.



From technological to non-technological
programmes

Serve was a pioneering programme as it focused clearly
on the development of service business as the first real
programme in Finland. However, pure service focus had its
drawbacks, as the lack of simultaneous technology devel-
opment resulted in less concrete and marketable results.
The results achieved could have been better — and better
implemented - if technological development had been in-
cluded in the development projects. Many services require
applicable technology to be successful.

A non-information-sharing and competitive setup
characterized many development projects within Liito and
Serve. It has been argued that programme results should
be public. Suggestions related to publicity within Tekes pro-
grammes are discussed in more detail in the recommen-
dations.

Sustainability of results is a challenge for company as
well as research projects. Many of the development proj-
ects have dealt with concept development without actual
demonstration or concrete measures to implement new
solutions. This is characteristic to non-technological pro-
grammes where the results require much effort in the im-
plementation phase. Moreover, when Tekes support ends,

sustainability is again challenged. The implementation of
results takes time, and this poses a challenge as regards
the sustainability of the results. Over time, there may be
changes in key personnel, strategy, organizational setup,
leadership or other relevant factors in terms of running the
business. These changes may mean that good results are
not implemented if they are not seen as important enough
in the new context. This is a general challenge for develop-
ment activities, though, that is characteristic to any busi-
ness in any times.

All three programmes were significant for Tekes it-
self and they acted as internal change agents. The pro-
grammes broke boundaries and introduced non-techno-
logical innovations within Tekes. Muoto, Liito and Serve
succeeded in that they brought non-technological in-
novations to Tekes’ policy agenda. Previously, Tekes was
familiar with traditional technology development. These
non-technological programmes have had an important
role in either bringing or reinforcing Tekes’ knowledge
in non-technological innovations. The programmes also
brought many new customers into Tekes’ sphere of influ-
ence, such organizations (e.g. economics and business
administration research units and companies operating
solely in service business) that were not previously familiar
with Tekes or its programmes.
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Mixing technological and non-technological
innovation support in other countries

SUMMARY

In the beginning of the 21st century OECD implemented a study of knowledge-intensive service activities (KISA), which
was, if not the first, among the very first studies on the role of service activities in enabling innovation performance.

The awareness of services innovations and design among government ministries and state agencies within the EU has
increased significantly since the beginning of the 21st century. However, the policy measures towards their support vary
significantly across the countries. It also seems that there is still no visible trend of coherence across the policies within
the EU-members.

A benchmarking study of Kuusisto et al. (2015) notes that within Europe, Finland is among the countries that have been
most active in having sustainable policies to support service innovations.

In the comparison of five countries (Denmark, Germany, Norway, UK and Australia), Germany and Finland are the only
countries having innovation promoting programmes targeted specifically to service innovations.

In UK, the main focus of the programmes is to encourage collaboration between companies and between companies
and research units.

In Denmark and Norway government grants are given to specific projects carried out in companies to create new non-
technological innovations. Norway has decided to support innovation activity mainly in selected sectors where as in
Denmark the programmes address all companies regardless of their sector.

In Australia the public innovation policy is very different with only few government-funded programmes. Public innovation
policy concentrates on encouraging companies in R&D activities by organizing competitive awards for the best innovative
solutions.

The Finnish way of constructing public innovation programmes on selected new themes is rather unique. Similar
programmes are hard to find elsewhere.

Other countries’ approaches to supporting non-technological innovations and related research vary a lot from high
central focus (DE) to nearly non-existent (AUS).

In general, schemes targeting solely non-technological innovations are few in other countries. Those targeting non-
technological innovations are typically open to all types of innovations and not especially targeted to, e.g., service
innovations.

Grants and vouchers for companies to acquire external expertise seems to be the most common form of innovation
support.

In many other countries non-technological innovations are supported by setting up networks and clusters led by
companies. In many cases these are for a specific industry, region or cluster, which is different compared to Liito
and Serve.

In many countries, service design has a prominent role in the public sector, and public sector innovation is key driver of
service innovation. This viewpoint is still rather limited in Finland.




6.1 Wider international context

Policy measures and actions at the OECD level

In the beginning of the 21st century OECD implemented
a study of knowledge-intensive service activities (KISA),
which was, if not the first, among the very first studies on
the role of service activities in enabling innovation perfor-
mance. The study was based on case reviews and involved
11 countries: Australia, Denmark, Finland, Ireland, Japan,
Korea, New Zealand, Norway and Spain. KISA studied the
occurrence of different knowledge-intensive service activi-
ties in the aforementioned countries and industries, as well
as how these service activities work at the company level.
The final report of the study was published in 2006 by the
responsible OECD Working Party on Innovation and Tech-
nology. According to it, policies that facilitate KISA-based
innovation include at least (OECD 2006):

Already simultaneously with the KISA study, OECD had
also some other initiatives that on their part contributed
to the understanding of service innovations. An example
is the horizontal project Enhancing the Performance of the
Service Sector, which included a part that aimed to describe
innovation in service sector industries and identify policies
among OECD countries that improve innovations in ser-
vices. According to the study, however, at that time most
OECD countries did not have innovation policies accommo-

Table 1. Sample policy measures.

dated to the service sector or to services-related concerns.
Moreover, the participation of service-sector companies
has been low even in sector-neutral programmes. (OECD
2005).

Policy measures and actions within the
European Union

The awareness of services innovations among government
ministries and state agencies within the EU has increased
significantly since the beginning of the 21st century. How-
ever, the policy measures towards their support vary sig-
nificantly across the countries. It also seems that there is
still no visible trend of coherence across the policies within
the Union. This indicates that there is an increasing need
for sharing good practices within the members. (Kuusisto
etal. 2015).

Perhaps the most remarkable EU-initiative around the
theme of service innovations has been EPISIS — European
policies and instruments to support service innovation —
a cooperative project implemented between September
2009 and August 2012. The project was coordinated by Te-
kes. In addition, the project partners included DASTI from
Denmark, PT-DLR from Germany, Vinnova from Sweden and
BIS from the United Kingdom. Other parties across Europe
were involved in the project through a forum called the
European Service Innovation Think Tank, which was set up

Direct policy intervention targeting
businesses or organizations

Securing service development related private and public financing,
grants and tax credit for businesses

Transfer of enabling technologies that can support the role of KISA
in innovation

Indirect policy intervention targeting non-
business actors within the innovation system

Securing the skills base needed by service innovators
Widening the focus of RTOs towards non-technological innovations

Development of framework conditions
facilitating the role of KISA in innovation

Opening up of new markets for service providers

Cutting down the regulatory burden

Financing for the use of external KISA

Good practice development, standards for service quality
Cultivating services related to innovation culture

Development of existing innovation policies,
more service-friendly

Adopting the broad innovation concept, acknowledging the value of
process innovations and product innovations

Adapting financing and assistance criteria so that services-related innovation
projects get better access to existing policies

Training and skills development in service-related innovation for actors
executing the innovation policy

Development of new policy measures
targeting issues that are central to the
development of KISA and services-related
innovation

Networks and customer interaction as innovation platforms

Developing organizations that are more capable of using internal and
external KISA.
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by the project. The main goal of the EPISIS project was to
promote the development of service innovation through
cooperation between policymakers and innovation agen-
cies that exceeds the borders of countries. (European Union
2012).
In addition to offering the open forum (the European
Service Innovation Think Tank) for discussion, the project
also tested new policy approaches to support service inno-
vations and organized conferences to ensure the spreading
of the results. The project aimed to discover policy challeng-
es around the promotion of service innovations, to design
policies to tackle them as well as to encourage the use of
new policy tools and measures. A core approach between
the EPISIS project was its horizontality as it acknowledged
service innovations as phenomena that cut through an en-
tire economy. The focus was also on service innovations and
their promotion in the private sector, while public sector
was not discussed. (European Union 2012).
In 2011 the EPISIS conference launched European
Service Innovation Strategy and the following year the
so-called Helsinki principles were announced. The Helsin-
ki principles include policy recommendations to better
benefit from service innovations. The European Service In-
novation Strategy states that at least the following policy
measures and actions have a key role in supporting service
innovations (European Union 2012):
¢ Influencing the European Single Market Act
» Influencing the upcoming High Level Group on
Business Services?

o Influencing FP73, Horizon 2020 and other EU support
programmes

e Providing smart financial solutions for growth

o Creating an internationally shared knowledge base on
service innovation within the EU

e Raising awareness within EU institutions and the EU27

s Enforcing dynamic European markets for service
businesses

o Competitive building

o Leveraging of the full potential of innovative service
and solutions business.

The EPISIS project also concluded that the state aid rules
are an important mechanism through which new policies
can be implemented. In this context, it is important that
technological and non-technological innovations get simi-
lar treatment, experimentation is encouraged, new forms of
innovation processes become promoted with flexibility in
the rules, and de-minimis aid is exploited instead of small
innovation aid instruments. (European Union 2012).

To contribute to the Europe 2020 strategy and to pro-
mote service innovations’ role in this, an Expert Panel on
Service Innovation was set up at the turn of the decade. The
panel consists of innovation experts from different coun-
tries across Europe, including, among others, policy makers,
representatives from innovation agencies, industry repre-
sentation and relevant associations and other organiza-
tions. In its report from 2011, the panel states that a crucial
challenge within the Europe is creating a coherent policy
framework, which has service innovation aspect embedded
in all levels of policy making. In achieving this, the panel
noted that in the policy frontier, there is need for raising the
awareness of the potential of service innovations, strength-
ening political leadership at the European, national and
regional levels, building new competitive business from
service innovation, developing dedicated programmes to
support innovative services, and to promoting the appli-
cation of service innovations to meet societal challenges.
More concretely, the panel emphasized the importance of
developing a European Service Innovation Centre (ESIC).
The notion was partly founded on the notion that besides
the EPISIS project, the information related to service inno-
vations within the EU is fragmented. (The Expert Panel on
Service Innovation in the EU 2011).

The ESIC was founded as a direct consequence of the
panel’s reportin 2011 and it further leaned to the work car-
ried out by the EPISIS project. ESIC's main task has been to
demonstrate the dynamics and effects of service innova-
tions and to evaluate their impact on competitiveness, in-
dustrial structure and regional development as well as on
employment structures, economic patterns and value crea-
tion. (Kuusisto et al. 2015).

In 2011, The European Commission also launched a
programme called EDII (European Design Innovation Ini-
tiative), which has through six different projects aimed to
“promote and exploit the potential of design for innova-
tion”. EDII has had participation from 19 EU members and
46 organizations within them. Among the projects was, for
example, SEE Platform that shared design policies and pro-
grammes in Europe by organizing workshops and connect-
ing public bodies. (Kang 2015).

In 2013, the EU launched an Action Plan for Design-
Driven Innovation, which aims to “accelerate the take-up
of design in innovation policies and to create the capacity
and competencies needed to implement these policies”. To
implement the action plan, a Design for Europe (also known
as the European Design Innovation Platform) was kicked-off
a year later. The platform is co-financed by the European
Commission and is expected to run until the end of 2016.

2 High Level Group on Business Services was a group launched in 2013 to help policy makers to tackle challenges for business services and to

draft development recommendations.

3 7th Framework Programme for Research and Technological Development.



Its members include design organizations, research insti-
tutions and business support organizations. Its practical
work includes, for example, preparing case studies as well
as guides and tools and running events and workshops. (EC
Europe online).

Examples of policy measures from European
countries

A benchmarking study of Kuusisto et al. (2015) notes that
within Europe, Finland is among the countries that have
been most active in having sustainable policies to support
service innovations. In addition to Finland, good examples
can be found from Ireland, Sweden, Austria, Germany and
Denmark. The development of completely new instruments
to support service innovation within EU is, on the other
hand, very modest. Examples of new approaches can be
mainly found from Eastern Europe, in countries like Poland,
Estonia and Slovenia. The paper of Forfas (2014) moreover
categorizes the taken policy directions to four themes: busi-
ness and applied RD&l (e.g. funding), cluster and networks
(e.g. start-up support), research (e.g. research programmes)
and policy and strategy (e.g. strategic action plans). Using
this categorization, the measures taken up in Finland and
Austria to a large extent present RD&I support, while ac-
tions in the United Kingdom mostly present cluster and net-
work approach. The actions in Germany are both research
support and policy and strategy level measures.

In Sweden the National Innovation Strategy that was
launched in 2012 has been an important initiative in pro-
moting service innovations, though Sweden has in overall
been successful in setting up service businesses even be-
fore this. The strategy was created in a dialogue that in-
volved multiple stakeholders. As a central future focus and
development area, the need to maintain such participatory
discussions has been acknowledged in Sweden. (Kuusisto
et al. 2015). The National Research Prioritisation Exercise in
Ireland has similarly perceived innovation in services and
business processes as an important priority. It has been not-
ed that currently the support measures in Ireland mostly
focus on traditional R&D&I -measures that are often not op-
timal to support service innovations. (Kuusisto et al. 2015).

In Austria one key service innovation promotion mea-
sure has been DLI services initiative (Dienstleistungsini-
tiative), which targeted service companies and provided
them with potential funding. In comparison to Serve, for
example, DLI has been small-scale: its budget was around
25 million euros between the implementation years of 2009
and 2013. (Kuusisto et al. 2015). The General Programme of
Austria moreover offers funding to companies for their R&D
projects and aims to share information and other support
to project development. (Forfas 2014).

Poland has developed a pilot instrument based on
Tekes' Serve programme. The Polish programme is found-
ed on both project support to companies, research units,
national and international networks, as well as on the ex-
change of best practices, creating forums for companies,
training on product management and protection of intel-
lectual property rights. The Polish Enterprise Development
programme also recognises the implementation of projects
that promote non-technological innovations as an import-
ant measure to support service innovations. The implemen-
tation of these projects can include actions such as product
marketing. (Kuusisto et al. 2015).

In Slovenia, the most important measures to promote
non-technological innovations have included, among oth-
ers, the launch of a Competence Centre for Design Man-
agement, support for new research and development units
or the diversification of these, a research voucher pilot for
industrial research in companies, as well as research and
development tax allowances. The Competence Centre for
Design Management is partly financed by the European
Social Fund and its key task is to increase the understand-
ing of design’s role in building added value for products. In
2014 Slovenia also introduced a policy mechanism to pro-
vide loans for innovative start-ups. In addition to the loan,
the instrument includes training to increase the companies’
competence building. The skills taught include marketing,
financing, user experience and internationalization skills.
(Kuusisto et al. 2015).

In Netherlands there is a special think tank called the
Service Science Factory, which aims to integrate students,
academics and professionals within companies to carry out
service innovation projects. By providing project teams to
solve the problems of companies or other organizations,
working solutions that often are new services or their pro-
totypes are being created. The factory is an initiative of the
University of Maastricht and has a focus in also providing
students the possibility to complete innovation projects
and, hence, to add value to research and teaching. How-
ever, the factory has had some challenges in encouraging
academics to participate in applied research projects since
research funding has usually been granted on the basis of
publications. (Forfas 2014).

Similarly, in France there is a cluster NEKOE, which
brings together different partners from universities, re-
search, industry and support agencies for innovations. The
cluster both provides support for service innovation proj-
ects and educational programmes. The courses are focused
on teaching different tools and methods for innovation in
services. Participating the NEKOE cluster, however, requires
paying a fee. The cluster has been somewhat criticized for
its overly ambitious targets in relation to the scope of the
activities at regional level. (Forfas 2014).
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Table 2. Sample Design policy measures.

Country Examples of policies

Denmark

Denmark has a specific Commission for Danish Design Promotion, which focuses on
promoting design as a factor of economic growth. In addition to enhancing design
competences, the use of public procurement has been a common policy tool. In 2007, a
DesignDenmark policy was introduced, which has aimed to improve market conditions
for design and to increase the commercial orientation of design research. In the Danish
national innovation policy from 2012 design is named as an important user-driven
innovation tool. In 2013 an action plan for the creative industries and design was
introduced.

Sweden

In Sweden the design policy is described under the national design policy and embedded
in multiple different initiatives under the jurisdiction of different ministerial agencies.
Multiple public bodies also have a responsibility of promoting design. The overall national
approach is coordinated by the Ministries of Culture, Industry and Education.

United Kingdom

The Design Council has a key role in promoting and developing design. The Council was set
up already in 1944 and, hence, has a long tradition in promoting design-oriented thinking.
The focus of recent years has been especially in the supporting the development of design-

led solutions that tackle social and economic problems.

In general, it is noteworthy that many European coun-
tries have specific programmes for innovation policies. The
importance of service innovations has been increasingly
acknowledged in these. In addition, many countries have
established different competence centres and clusters to
promote service innovations. Besides the aforementioned,
examples of such clusters and centres include The Centre for
Services Innovation in Norway, Financial Services Knowledge
Transfer Network in the United Kingdom and the Industry
Science Research Alliance - ISRA in Germany (Forfas 2014).

In terms of policies to promote design competences,
a common trend has been to link design policies to other
policy frameworks, especially to research and development
policies. Some international examples of design policies
can be found in Table 2. (Kang 2015).

In addition to the European countries, good examples
of active service design policies can be found from, for ex-
ample, Australia, Canada and South Korea.

6.2 Meta-analysis of country samples

In the following, we compare public support mechanisms
on design and service based innovations in five different
countries, Denmark, Germany, Norway, UK and Australia.
Denmark and UK are similar to Finland in a sense that all
these countries have a clear national design policy, specific
design support mechanisms and design promoting strate-
gies in place as well as established design centres promot-
ing the use of design. In Norway, Australia and Germany
some of these elements are in place but not such a wide
palette of policies are in use as there are in Finland, UK and
Denmark. (Whicher et al. 2012).

The degree to which design is implemented in public
policy in different countries can be assessed with the design
ladder. On the lowest step of the ladder, there is no design
policy in the country, as is the case for example in Germany.
On the second step of the ladder design policy is seen to
encompass merely industrial design. On the third step, de-
sign policy is seen to encompass also service design. On the
fourth, and the highest, level of the ladder where Finland,
UK and Denmark are, design is seen as strategic source of
competitiveness.

The use of design has a very deep rooted role in Den-
mark, which has for decades been the world’s leading
country in the use of design. However, the design policy
seems to have gained an even more prominent role in the
UK where design is visible in concrete policy activities and
programmes. For example, in Denmark nearly all compa-
nies (93 %), have design activities, compared to 66% in the
UK and 57% in Finland. Additionally, in Denmark nearly
every fourth company uses design strategically. In the UK,
companies invest heavily on design compared to other R&D
activities, whereas in Finland and Denmark companies are
investing much more on other R&D than design. Expen-
ditures on design made by companies in relation to the
national GDP is over seven times larger than in Denmark.
When looking at public expenditures on design, the picture
changes, however, with Denmark spending four times more
on design in relation to national GDP. Public expenditures
on design are the highest in Finland, which spends over
twice as much on design as Denmark. (Whicher et al 2012).

In Finland, companies make a large share of invest-
ments in R&D in general (see Figure 12). Norway presents
the other extreme with regards to the benchmarking coun-
tries selected in this survey. In Norway, the public sector
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Figure 12. Public and business expenditure on R&D, as a% of GDP (OECD, data is from 2010 or other last year available).

5

4

3

2 I I

| I l
0

Finland Denmark Germany Australia Norway
M PERD M BERD

finances nearly half of all R&D. If this general division of pub-
lic and private financing with regards to R&D expenditure
applies also to non-technological innovations, the largest
share of R&D efforts related to service innovations wold be
made by companies in Finland, Denmark and Germany.

In Denmark, Norway, UK and Finland non-technologi-
cal innovations are promoted at the state level with govern-
ment-funded programmes. The focus of the programmes
varies between the countries. In UK, the main focus of the
programmes is to encourage collaboration between com-
panies and between companies and research units. In Den-
mark and Norway government grants are given to specific
projects carried out in companies to create new non-tech-
nological innovations. Norway has decided to support in-
novation activity mainly in selected sectors whereas in Den-
mark the programmes address all companies regardless of
their sector. In Australia the public innovation policy is very
different with only few government-funded programmes.
In Australia, public innovation policy is concentrated on
encouraging companies to R&D activities by organizing
competitive awards for the best innovative solutions. Aus-
tralian innovation policy is more focused on technological
R&D activities than on non-technological R&D. In Germany,
innovation policy at the national level concentrates mostly
on supporting research related to non-technological inno-
vations. Concrete innovation activities are taken at the pro-
vincial level and these measures vary greatly.

Germany and Finland are the only countries having
innovation promoting programmes targeted specifical-
ly on service innovations. In other countries, innovation
promoting programmes are sector neutral and services

are promoted by all programmes. The countries vary also
to the extent whether they see a difference in supporting
innovation activity within large and small companies. Some
countries have innovation policies especially targeted to
small and medium sized companies. In the UK, for example,
there is a special concern that despite overall satisfaction
and effectiveness of the innovation policy mix, it is seen
that this does not reach and produce adequately innova-
tions within SMEs. Below, a figure illustrates the extent to
which business expenditure on R&D is made by small and
medium size companies. In Germany, UK and Finland, over
80% of expenditure on R&D is made by large companies. In
Norway almost half of all R&D is made by SMEs.

In general, it can be stated that innovation policy sys-
tems are complex and vary greatly by country. Innovation
policy systems are also made up of a large number of com-
plementary elements meaning that their effectiveness is
determined by how well these elements interact within
and respond to the demands of the broader economic and
societal system. It can also be seen that countries succeed
with different mixtures of inputs and policy structures. In-
ternational benchmarking is therefore challenging.

Based on the country sample some key observations
can be made comparable to Finland. First, the Finnish way
of constructing public innovation programmes on select-
ed new themes is rather unique. Similar programmes are
hard to find elsewhere. Second, other countries’approaches
to supporting non-technological innovations and related
research vary a lot from high central focus (DE) to nearly
non-existent (AUS). Third, in general, schemes targeting
solely non-technological innovations are few in other coun-
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tries. Those targeting non-technological innovations are
typically open to all types of innovations and not targeted
to e.g. especially for service innovations. Fourth, grants and
vouchers for companies to acquire external expertise seems
to be the most common form of innovation support. Fifth,
in many other countries non-technological innovations
are supported by setting up networks and clusters led by
companies. In many cases these are for specific industries,

regions and clusters. This is different compared to the Finn-
ish programmes Liito and Serve. Sixth, and finally, in many
countries, service design has prominent role in the public
sector, and Public Sector Innovation is key driver of service
innovation — a viewpoint still rather limited in Finland.

The table 3 gives a summary of most relevant inter-
national examples which are described in greater detail in
each country chapter.

Figure 13. Structural composition of business expenditure on R&D (OECD Statistics, 2010 or the latest year available).
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Table 3. International examples.

Denmark
M SMEs

Finland
M Large firms

Australia Norway

Instrument Count Target group, theme Learning points

The Service Design UK SMEs in general and service design The programme succeeded in creating

Knowledge Transfer companies. numerous collaboration projects and

Centre (KTC) in Wales The programme influenced the use of establishing a centre of service design
design methods in companies by increasing | expertise in Wales. The programme
knowledge of potential service designersto | created a service design sector in
be able to cooperate with companies and Wales.
meet their demands.

IFU (The programme Norway All companies. Customer or supplier involvement

for research and Supporting market-oriented innovations has proved successful and the

development contracts). by publicly funded grants for collaboration programme has yielded more results to
projects realized within firms and including a | participating companies compared to
customer or supplier in the project other programmes in Norway.

Arena Norway Creating strong cooperation networks The programme has increased
between companies, public sector, research | knowledge and know-how within the
sector, consultants etc. by providing public networks. It has proved successful in
grants for development projects of the supporting the growth of business of
networks self-employed.

UDI (User Driven Denmark | SMEs. Better results are achieved with longer

Innovation Programme) Public funding for development projects to term projects carried out by strong and
promote the development and testing of large conglomerates or groups rather
user-driven methodologies in companies. than by dividing the budget for various

small short-term projects realized by
different actors and companies.
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6.3 Case UK

The role of non-technological innovation
in the innovation policy

Introduction

Despite the fact that the United Kingdom is a very service
intensive economy, the introduction of a national innova-
tion policy targeted at promoting services took place as late
as 2008 by the British government issuing a white paper’‘In-
novation Nation’ The aim of the paper was to make UK the
best country in the world in innovative business and public
services. The paper put emphasis on knowledge intensive
services (KIBS) and creative industries. Special emphasis
was put on the role of consumers and user-driven design
in creating innovations. The policy underlined also public
services with the aim of inducing major societal innovations
and making British public services the most innovative in
the world. Policies include knowledge transfer between the
research sector and business as well as demonstrating lead
examples. At the same time of the Innovation Nation dec-
laration, the Services Policy Unit (SPU, department within
Department of Business, Innovation and Skills) published
a report ‘Supporting Innovation in Services, which under-
lined the need for convergence in service and manufactur-
ing innovations and a more networked approach to service
innovations. (Kuusisto 2012).

In 2011 the government issued a new Innovation and
Research Strategy for Growth. This strategy stressed the
ecosystem thinking and the existing strengths of the British
business and economy, which need to be fully exploited to
provide innovations. The strategy put special emphasis on
creative industries and especially on the interaction of re-
search and business in this field. Distinct to the innovation
policy in UK is the small number of government-driven par-
ticular innovation support programmes. Instead, innovation
and especially service innovation are supported by promot-
ing favourable framework conditions and a favourable envi-
ronment (especially knowledge transfer and accumulation
ensuring educational system). The aim is that a favourable
environment encourages business and research to cooper-
ate resulting in innovations. There is strategy and resources
in place for knowledge exploitation, the UK being ranked one
of the best countries in the world for university and business
interaction. Support is provided through a large and diverse
public and private commercialisation sector resources, such
as science and innovation parks (over 100 in place), universi-
ty technology-transfer offices (over 50 in place) and national
initiatives bringing together universities and business, in ad-
dition to 11 Catapult Centres. (Kuusisto 2012).

The innovation support in UK is complex with poli-
cies taking place on several levels between governmental

and regional levels as well as on different national levels
between different nations. Many of the organizations sup-
porting innovation are private meaning there are several
horizontal financing channels for innovation policy activ-
ities. In terms of knowledge creation, the country has a
stable independent science and research-funding sector.
Research Councils provide competitive grants for specif-
ic projects and programmes. Higher Education Funding
Councils (HEFC) provide block grant funding to universities
on the basis of quality measured by the Research Excellence
Framework (REF). An allocation of 5,85 billion pounds is in
place for government to spend in science and research from
the budgetin 2015-2016.

Towards supporting innovation, direct and indirect
government financial support occurs. Direct support for in-
novation through government agencies is complemented
by much larger indirect support and further public support
for venture capital and angel investment. Also R&D tax cred-
its exist in the UK and the tax environment is very attractive
especially for SMEs in international comparison (UK Govern-
ment 2014). There are numerous organizations providing
support for innovations. Although policies or programmes
specifically for service innovation are scarce, some pro-
grammes and tools developed by Innovate UK give prior-
ity to such service sectors as creative industries, financial
services, health care and social work. The most successful
programmes acknowledging service innovations are In-
novation Platform, Innovation Voucher and Knowledge
Transfer Networks. Additionally, the Innovate UK supports
heavily innovation in creative industries. NESTA is the pri-
mary organization that supports service sector innovations.

The development of design policy

In general, use of design is well established in the British
economy. However, there are fields where design aware-
ness is low, in particular within SMEs. There are multiple de-
sign centres in the UK. Design centres act between public
and private sectors uniting them and enabling the imple-
mentation of design policy. (Design Policy Monitor 2012).
The Design Council founded already in the 1930s acts as an
agent and has quite prominent role in promoting design in
the UK. It tries to connect researchers and business leaders
through partnerships. The Design Council provides also re-
search and support to companies unlike the Design Forum
in Finland, which is merely a design promotion agent. The
Design Council supports also industrial tech-start-ups on
how to use design to foster business and accelerate growth.

Major players within the UK Innovation system in terms
of non-technological innovations include - Innovate UK,
Nesta, and the Research Councils UK (RCUK). The following
describes each of the centres’ methods to promote inno-
vations.
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Work of Innovate UK

Innovate UK is the largest innovation agency in the UK. The
mission of Innovate UK is to accelerate economic growth by
stimulating and supporting business-led innovation, bring-
ing together business, research and the public sector. Sup-
porting and accelerating the development of innovative
products and services to meet market needs, tackling major
societal challenges and helping build the future economy.
Innovate UK'’s budget for 2014-2015 of 8 000 million euros
is directed towards developing technologies. The support
it offers is delivered largely through programmes, of which
some address services. These include Catapult Centres,
SMART grants, innovation vouchers, Knowledge Transfer
partnerships and networks, challenge platforms (energy;
built environment; agriculture and food; healthcare; trans-
port) and pre-commercial procurement programme SBRI.

Innovation Platform

The programme deals with integrating industry, academia
and government to create innovative solutions. Innovation
Platforms have been established in the following areas:
low carbon vehicles, assisted living, low impact buildings,
detection and identification of infectious agents, stratified
medicine and sustainable agriculture and food. Some activ-
ities are directly linked with service sectors such as The As-
sisted Living Innovation Platform. The Innovation Platforms
are some long-term support vehicles as they have been in
force for over ten years (with varying topics though). (Kuu-
sisto 2012, UK Government 2014).

Innovation Vouchers

The programme provides support to SMEs to set up col-
laboration with knowledge providers and in this way pro-
motes knowledge exchange and spurs new solutions. The
vouchers have gained popularity among SMEs and the
programme has been found to have positive impact on
participating companies. The programme has increased co-
operation of SMEs with knowledge providers, it has resulted
in new innovative processes being introduced into busi-
nesses, the programme has also made SMEs more aware of
knowledge services associated with their businesses. Par-
ticipating companies have found to continue cooperation
with their new knowledge partners after the expiry of the
voucher. Some of the priority sectors of the vouchers are
within services such as financial and professional services,
digital services and creative businesses. (Kuusisto 2012).

Catapults

The Catapults are a network of business-focused technolo-
gy and innovation centres created by Innovate UK. The cen-
tres were established in 2011 to create a new framework for
long-term investment and joint working between business
and the UK research base and in this way to close the criti-

cal gap between research findings and their subsequent
development into commercial propositions. The purpose
was to create an intermediate actor between business and
research. Catapult centres encourage business investment
in R&D and are funded by a mixture of public sector grants
and business funded contract research. Catapults build on
the competencies of the sector and fill gaps where areas
are under-funded, or provide capabilities where these do
not yet exist or a risk of market failure is large. The ambi-
tion being to providing access to the specialist capability
and expertise required to transform innovative ideas and
technologies rapidly into commercial products, processes
and services. The centres were established on selected stra-
tegically important areas. (Hauser 2014). Currently there are
11 priority areas: Cell and Gene Therapy, Compound Semi-
conductor Applications, Digital, Energy Systems, Future
Cities, High Value Manufacturing (a network of another
seven centres), Medicines Technologies, Offshore Renew-
able Energy, Precision Medicine, Satellite Applications, and
Transport Systems.

Early evidence indicates that the centres have launched
a large number of R&D projects between companies and
research institutes and thereby induced significant R&D
investments. Many of the initiated projects develop new
technology and combine this with new cutting edge ser-
vices. The performance of the centres shows that, overall,
they have reached their targets in terms of collaboration
projects and investments in R&D. The centres have also
succeeded in creating new partnerships resulting in R&D
projects and new solutions. It can be seen that the centres
are promoting the creation of new clusters. However, there
is one aspect where the centres have not succeeded and
this is the engagement of SMEs. Reasons for this are seen
in the relatively wide geographical influence areas of the
centres meaning SMEs might find the centres distant. It has
also been argued that there is lack of clarity in the commu-
nication of the value of Catapult centres’services in relation
to other organizations supporting R&D activities in compa-
nies. (Hauser 2014).

The Knowledge Transfer Network

The Knowledge Transfer Network (KTN) is a UK-wide net-
work of knowledge intensive businesses and academics.
It is designed to stimulate innovation by promoting col-
laboration, best practice and knowledge sharing between
industry and academia. Ultimately the KTN intends to drive
knowledge transfer between knowledge creators and
knowledge users. KTN Ltd was set up in April 2014 to coor-
dinate the work of what was previously 15 individual KTNs.
Some of the individual KTNs are particularly targeted to ser-
vice sectors (e.g. creative industries and financial services).
In general, the programme is moving from R&D centric ap-
proach to include more to service innovation. For instance,



the Financial Services KTN and the Creative Industries KTN
stimulate and encourage innovation related to services.
(Kuusisto 2012).

The KTN provides a forum and organizes events pro-
viding opportunities for businesses and researchers to net-
work, and helps set up special interest groups on emerg-
ing areas of interest, which in turn help focus Innovate UK
funding calls. At international level it sets up sector specific
missions to priority countries, helping connect researchers
and innovators in the UK with overseas opportunities. It
helps organizations in the UK to access overseas funding
schemes. (Kuusisto 2012).

There exist also Knowledge Transfer Partnerships
(KTPs), which enable companies to form strategic part-
nerships with education, research and technology orga-
nizations. Partnerships are realized in the form of shared
projects for which at least one recently graduated associate
is recruited to be in charge of. The relationship formed be-
tween the business and the knowledge base partner, facil-
itated by the associate, allows the transfer of knowledge,
technology and skills to the company. The programme has
an annual budget of some tens of million euros and it sup-
ports annually over 1 000 projects. KTPs work closely with
several service sectors, e.g. creative industries, retail sector
and financial sector. (Kuusisto 2012).

The KTP Programme in Scotland has proved to be suc-
cessful when it comes to satisfaction among programme
participants and reaching programme objectives. The pro-
gramme has proved to be effective when it comes to new
job creation and new turnover creation. However, the pro-
gramme is considered to lack visibility and have too low a
profile and for these reasons emphasis should be put on
marketing and promotion of the programme, which has,
in other circumstances, proved to be crucial in attracting
especially small enterprises. (Ekos 2015).

In the last five years, KTN has helped thousands of busi-
nesses secure funding to drive innovation, and has support-
ed them throughout their business cycle. (Kuusisto 2012).

Nesta

NESTA was originally set up in 1998 by an independent
endowment in the United Kingdom established by an Act
of Parliament. In 2010 the Government announced that it
would transfer old NESTA's status from an executive non-
departmental public body to a new charitable body. In
2012 the old NESTA transitioned from being an executive
to a charitable body, changing its name to Nesta. Nesta cur-
rently operates in four main areas: economic growth, invest-
ment, public services and creative industries.

In 2012 the charity launched a 25-million-pound im-
pact investment fund, Nesta Impact Investments, run by its
subsidiary Nesta Investment Management. The fund invests
in social ventures with innovative products or services that

address the three challenges of an ageing population, the
employability of young people, and the sustainability of UK
communities. Combining impact investing and new service
innovation, Nesta is a rather unique player in the field.
Nesta also runs practical programmes to find innova-
tive ways to deliver cheaper, more efficient public services,
and demonstrating how these can be scaled up across the
UK. Recent examples of their work includes the Innovation
in Giving fund, in partnership with the Cabinet Office, which
seeks to find and support new platforms for the giving of
time, skills and money. Nesta also specializes in original
research into the UK's creative industries, and runs practi-
cal programmes to help the sector. It runs the Digital R&D
Fund, in partnership with Arts Council and the Arts and
Humanities Research Council, and also runs the Creative
Business Mentoring Network, which pairs mentees from
creative companies with experienced business leaders.

Designing Demand

Designing Demand is a programme that helps SMEs build
their design capability by offering mentoring services to
companies. It helps the management of participating com-
panies to understand the role and potential of design in
improving business growth potential and success. The re-
sulting projects have delivered new or improved products,
services, systems and brands. According to estimates, each
pound invested in the programme has returned 12 pounds
in gross value added.

Case examples of support of non-technological
innovation

The Service Design Knowledge Transfer Centre (KTC) in
Wales has helped SMEs in the region to understand and use
design-based service innovation methods in their business
development. The programme influenced the use of design
methods at the bottom line and was demonstrated in Welsh
companies. The programme increased the knowledge of
SMEs and at the same time trained potential service de-
signers to be able to cooperate with companies and meet
their demands. The programme was mainly financed by EU
through the Welsh Government.

The Service Design KTC organized workshops, semi-
nars and conferences targeted to companies in creative in-
dustries and advanced manufacturing. The events attracted
also participants from other sectors leading to unexpected
and wider collaboration. The purpose of the events was to
raise awareness of the potential of service design in busi-
ness and provide opportunity to create a network within
the topic.

The programme led to the emergence of 29 collabora-
tive R&D projects, some 70 significant product or process
improvements, and even some new registered products
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and processes. The programme induced R&D investment
of 130 thousand euros and created 40 jobs. The programme
gained international awareness when it received the 2012
Core77 Design Award for service design. The programme
succeeded in establishing a sustainable centre of service
design expertise in Wales.

Learning points

In the UK the government is seen as a catalyst and a driving
force in shaping the environment towards supporting inno-
vative activity. Innovations are seen to spur on the market
as a result of collaborative actions taken by companies and
organizations. Public forces are seen essential in spurring
new solutions and spin-offs within organizations and cre-
ating institutions to enable this and collaborative actions.
The UK innovation policy relies heavily on creating col-
laboration between academics and business and many of
the publicly funded programmes are targeted on creating
clusters and collaboration platforms and demonstrations.
Studies show that clusters enabling collaboration and com-
petition tend to spur innovations (Bonner et al. 2013, Allas
2014). In this light, it seems that UK is on the right track in
its innovation policy. In addition to a relatively large num-
ber of important clusters with critical mass, also effective
university collaboration with R&D intensive business and
competitive funding for R&D are considered as strengths
of the UK innovation policy. Despite the number of actions
taken to encourage collaboration between SMEs and the
research sector, this is still considered inadequate and a
weakness of the system.

6.4 Case Norway

Role of non-technological innovation in the
innovation policy

The development of design policy

Norway does not have a distinct design policy. In 2008 the
government raised equality of citizens and physical ac-
cessibility a high priority in the policy agenda by issuing
Norway Universally Designed by 2025 strategy. The same
themes had been promoted also previously by four preced-
ing policy agendas with same priorities. Universal design
in the government'’s strategy means that the main solution
for all new procurements, buildings and facilities intended
for the general public is to be universally designed to meet
the needs of all citizens despite their physics. Plans are also
to be based on the principles of universal design. This is
assured through such things as legislation and guidelines
and the efficient follow-up of these. The government'’s vi-
sion that Norway is to be universally designed by 2025 can

be achieved using various instruments that are adapted to
suit the various sectors and tasks. (Norve et al. 2010, Norwe-
gian Ministry of Children and Equality 2009).

The development of service business

Innovation policy in Norway is sector-neutral. Policy instru-
ments address all sorts of innovation, though, some em-
phasise is put on schemes designed to enhance innovation
in certain service sectors such as tourism and the maritime
industry. Characteristic to innovation activity in Norway is
that it lags in intensity and results that of many other Eu-
ropean countries. Despite governmental awareness of this,
no significant changes in policy instruments or measures to
address especially non-technological innovations have yet
been made. It should also be noted that policy instruments
in Norway fulfil regional policy purposes and are at least to
some extent designed to promote business activities in ru-
ral regions. In general, companies in rural areas have better
access to public funding relating to business development
and innovations than enterprises in urban areas. (Kuusisto
2012).

The administration and execution of Norwegian re-
search and innovation policy is rather concentrated with
two primary large institutional actors: Norwegian Research
Council and Innovation Norway. There is a relatively clear
division of work between these two institutions with Inno-
vation Norway concentrating on supporting and promot-
ing market-driven innovations and Research Council more
research-driven and technology-driven innovations. (Kuu-
sisto 2012).

Innovation Norway is the primary organization sup-
porting innovation within service sector companies, though
no innovation supporting programme is targeted solely
at service sector companies. Approximately one fourth of
grants of different innovation supporting schemes were
given to service companies with tourism, healthcare and
oil and gas being the largest sub sectors within service sec-
tor companies. Many of the schemes of Innovation Norway
are sector or industry specific with agriculture, tourism and
maritime sectors being the sectors for which there are most
supporting schemes. These sectors contain much service
providing companies. Hence, much of support and grants
delivered through these programmes is indirectly directed
to service sector companies. (Kuusisto 2012).

Case examples from Innovation Norway
Innovation Norway - OFU/IFU

There are two schemes supporting market-oriented inno-
vations in the public (OFU) and private (IFU) sector organi-
zations. Support is directed towards market-oriented devel-
opment projects involving a supplier or a customer aiming
at a new innovative product, service or process. It is note-



worthy that one of the programme’s objectives is to renew
operations in the public sector. The purpose is to support
the creation of projects, which have a co-creation focus.
The instrument supports mainly research projects and a
significant share of the support is directed to service com-
panies especially in healthcare and ICT. The programme was
founded already in the 1960s. (Kuusisto 2012).

The programme has been evaluated several times. Ac-
cording to the most recent of these evaluations, the pro-
gramme has succeeded in bringing value-add to customers
participating in the funded projects. Participating compa-
nies see that involving a customer or a supplier in the proj-
ect entails more value add to the company. Projects funded
by the programme have reached better results compared
to other development projects funded by Innovation Nor-
way. Through increased market-oriented cooperation, the
funded projects have entailed knowledge accumulation in
the participating companies. Among the short-run effects,
are increased export and competitiveness. In the long run,
then, the projects have entailed economic benefits to com-
panies. More than half of the participating companies see
that their turnover has increased due to the project.

Innovation Norway cooperates with the state tax au-
thority with regards to SkatteFunn support (see below). The
OFU / IFU programmes help newly established companies
in commercializing their products and services and in this
way shorten the zero income period of the companies. By
doing so, the programmes also make it possible for com-
panies to sooner benefit from tax credits. OFU / IFU pro-
grammes have thus enabled the wider use of tax credits
also in smaller companies. It is expected that without the
programmes tax credits would have been used more rarely
by small companies. Moreover, the evaluation shows that
the better the companies understand the needs of their
customers and suppliers, the better they succeed in busi-
ness in terms of sales growth, employment, competitive-
ness, exports and so on. (Furre et al. 2012).

Arena programme

This is a programme aimed at the establishment of larger
networks of companies. The Arena programme is partly fi-
nanced by the Research Council. The programme supports
three-year development projects involving several different
parties (companies, public sector, research sector, consult-
ants etc.). Collaboration has to be long-term and share a
common aim to support for example internationalization,
competence development and new business creation. The
objectives of the programme are to support stronger rela-
tions between different actors, the creation of strong co-
operation networks, increased innovation activity among
organizations and to support business in different regions.

According to an evaluation report, the participating
companies have found the programme useful and the

development projects funded by the programme have
supported their business. The projects have strengthened
participants, especially research exploitation, know-how
and there have also been some knowledge spill-over ef-
fects within the region of the collaborating partners. The
programme has proved to be helpful especially in the case
of self-employed entrepreneurs, which have benefited re-
markably from collaboration with external professionals
with wider knowledge base and know-how from different
sectors. The growth of business has been faster in partici-
pating companies compared to other companies. (Flatners
and Furre 2012).

NCE programme

Norwegian Centres of Expertise (NCE) is a national pro-
gramme with twelve regional projects. Innovation Norway
is the primary operator of the projects together with the Re-
search Council of Norway and SIVA (Industrial Development
Corporation of Norway). The objective of the programme is
to strengthen innovation activity and knowledge creation
among regional clusters and to spin the creation of new
business. Whereas Arena programme concentrates on the
creation of new clusters, NCE programme aims at develop-
ing and deepening collaboration within existing clusters.
Participants of the clusters practice long-term collaboration
in the form of concrete development projects with target
to spur innovative solutions. The programme’s support is in
the form of financial support and external expertise in the
form of professional tools and contact network.

Ofthe 12 NCEs, three have a clear focus on service inno-
vation. One is focused at food traditions and development
of culinary concepts to the tourism industry. Another NCE
is also focused on tourism innovation. The third is a NCE
focusing on the development of commerce and trade tech-
nology to the energy market (NCE Smart). The NCE Smart
has got a good start and there is a good number of col-
laborative R&D projects ongoing within the companies in
the cluster. However, the work is in start and no innovations
have been commercialized yet. Collaboration is intense,
though, and participating companies see the existence
of the cluster as key reason for securing their businesses
in the region. The NCE Tourism, on the other hand, is not
an established cluster mainly due to the fact that relevant
companies are to large extent small and lack the resources
to participate in such collaborative work.

Research Council

The Research Council helps to create an arena for coopera-
tion between the companies and the research community
as regards the initiation, planning and implementation of
research activities. Projects require at least 50% co-financ-
ing from private enterprise. In 2011 The Research Council
of Norway established a Centre for Service Innovation (CSI)
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as one of seven national centres for research driven innova-
tions. The CSI partners include companies within the areas
of communication, ICT, finance, logistics, academic partners
and business knowledge partners specializing in innova-
tion process management and ICT-supported service in-
novation. Partners also include bridging partners assisting
knowledge dissemination and SME-partner inclusion.

Through bridging partners, the centre will enable more
SMEs to take part in open innovation driven by the largest
buyers of sub-contracted services in Norway. The CSl-board,
where business partners hold the majority positions, iden-
tifies and develops research themes to be pursued, and de-
cides which partner development projects to integrate into
its research environment. The CSI's main research themes
are innovations in customer and brand experiences, co-cre-
ation and open innovation process, business model inno-
vations and infrastructure and structural innovations. The
Research Council’s main programmes and activities sup-
porting innovation are each described below.

Case examples for supporting
non-technological innovation:
Research Council’s main programmes

BIA programme

The BIA programme aims at increasing the competitiveness
and performance of Norwegian trade and industry through
increasing collaboration among organizations both nation-
ally and internationally, increasing the level of business
know-how among companies and spurring shared devel-
opment projects with clear innovation focus. These objec-
tives are strived with supporting research-based R&D and
innovation within companies and collaborative clusters.
The BIA programme provides funding for research that will
result in new products, processes and services in or across a
variety of sectors, regardless of branch of industry, with the
exception of those areas that are covered by the themati-
cally oriented programmes. Thematic areas for the projects
include environmental technology for a more sustainable
business sector, new business models, and management
and organization, also in combination with technology, to
name a few. (Kuusisto 2012 and The Research Council of
Norway online).

RENEW Programme

The RENEW scheme intends to finance innovations spin-
ning out of research with commercial potential. In the
period 1996-2008 about 300 companies were founded
through the scheme. A significant share of these compa-
nies was service companies. The scheme also supported
a large number of ICT projects that include a significant
service component.

SkatteFUNN

Business enterprises engaged in research and development
activity on their own or in collaboration with others may ap-
ply for a tax deduction in Norway. The scheme is legal-right
based and is open to all branches of industry and all types
of companies regardless of their size. To be eligible for the
tax deduction, the companies must be subject to taxation
in Norway (although they do not have to be currently li-
able for taxation) and their R&D project has to fulfil certain
requirements of the national tax authority.

Companies may receive a 20% tax deduction of in-
curred, documentable expenses under the SkatteFUNN
scheme. Evaluation of the tax scheme shows that com-
panies that have received tax credits have had a higher
growth of not only R&D expenditures but also sales. Com-
panies that have not engaged in R&D activities seem to
have a higher probability of doing so after the SkatteFUNN
scheme was introduced. Hence, the additionality is largest
in companies that did not engage in R&D activities prior to
the introduction of the scheme. Moreover, the additionally
effect is larger in small companies than in large companies
meaning the scheme seems to support R&D activity espe-
cially in small companies.

As in many other countries enforcing tax credit
schemes, it increases business R&D and supports innova-
tion activity. The scheme supports also productivity growth
within companies. Companies that have used the scheme
are more innovative and experience larger growth of pro-
ductivity though return on R&D investments is higher for
self-financed investments than those induced with the tax
scheme. The scheme supports especially innovation activ-
ity that incurs new products, services and processes that
bring along immediate gains to the companies and have
short-term impacts. An interesting impact of the tax credit
scheme is that it seems to support other public funding for
innovation activities meaning that companies benefiting
from tax credits are more likely to apply for other innovation
activity supporting grants. This might be because when be-
coming familiar with the SkatteFUNN scheme, companies
become aware of other support opportunities. (Cappelen
et al. 2008).

SFI Scheme

This scheme encompasses Centres for Research-based In-
novation (SFI) in which enterprises participate actively. The
centres were established in 2012. The purpose is to build
and strengthen Norwegian research groups that work in
close collaboration with partners from innovative industry
and innovative public enterprises. The scheme supports
long-term industrially oriented research and is expected to
enhance technology transfer, internationalization and re-
searcher training. The scientific quality of the research has



to be of a high international standard. The centres are co-
financed by enterprises, host institutions and the Research
Council. When the centres are established, they are given a
contract for five years. Based on a successful midway evalu-
ation, the contract may be extended for another three years.
(Kuusisto 2012 and The Research Council of Norway 2015).

One of the centres focuses on service innovations. It
was established in 2010 when the already existing Centre
for Service Innovation obtained the status of a SFI centre.
The centre focuses on the innovation challenges facing the
service sector. The main themes of the centre are business
model innovations, service design and organizational de-
velopment. The centre is performing relatively well within
these themes but has failed so far to unite these themes to
produce real service innovations. The evaluation therefore
recommends the centre to enforce the presence of indus-
trial experience in its management team to bring some in-
dustrial perspective and support the delivery of world class
research results within service innovations. (The Research
Council of Norway 2015).

The scheme has been evaluated after having operated
for three and a half years. Generally speaking, the centres
have delivered impact to their participating partners and
collaborators despite the short existence. Those centres
that do not involve industry, research institutes and aca-
demia according to the original vision of the scheme tend
to have less impact. Hence, the involvement of all these
three sectors seems to be crucial for the performance of
the centres. The performance of the centres is relatively
heterogeneous with the most successful ones having clear
infrastructure and demonstrating strong leadership. Those
centres that operate on a freer basis generally have missed
some opportunity to increase international visibility and
do not benefit from international insight as much as they
could. Therefore, clear leadership roles and strong manage-
ment are vital for successful results. (The Research Council
of Norway 2015).

Learning points

Norway has enforced several programmes with aim to
increase collaboration between research and business.
Many of these programmes are very concrete and pro-
mote innovations at the business level in the form of
concrete development projects between companies and
research organizations. The programmes have been sys-
tematically evaluated meaning there is evidence on the
results and impacts of the programmes. The development
projects realised within the programmes are often realised
within a specific sector and according to evaluations they
seem to be effective in the sense of increasing collabora-
tion and innovation activity and promoting growth at the
firm level.

6.5 Case Denmark

Role of non-technological innovation
in innovation policy

Denmark was one of the first countries to introduce na-
tional design policy in 1997.The aim was to increase design
awareness in Danish SMEs as well as the public sector. This
policy strengthened the role of The Danish Design Centre,
which had been established already in 1978. With a new
building in the centre of Copenhagen, the Danish Design
Centre and design in general received a more prominent
role in the society.

An example of the policies implemented by the na-
tional design policy is the Icebreaker Scheme, which was in
force 1998-2001 and through which 450 SME design proj-
ects received government grants. Some 120 companies and
organizations participated in the programme, which had an
annual budget of 1 million euros. The aim of the scheme
was to give small businesses incentives to use a designer
associated with a development project. Companies partic-
ipating in the programme received a salary subsidy of 50%
when hiring an in-house designer for at least two years.
Evaluation of the programme shows that 90% of the com-
panies participating in the programme were satisfied with
the scheme and found it reinforcing their competitiveness.
Some 40% of the companies indicated they would contin-
ue employing the designer after the end of the scheme.
(Scherfig et al. 2010, TEM 2014).

The national design policy was reformed in 2003. This
reform brought changes to the Danish Design centre, which
was developed into a national centre promoting design and
thereby it finally in 2005 received a financially legitimized
status with annual public funding. Previously the centre
was financed with private money. Focus of the centre was
to promote international branding of Danish design and to
enhance interaction between designers and businesses.
An example of concrete activities was the Design partner
programme, which aimed to integrate design with innova-
tion processes and business strategies in large companies.
(Scherfig et al. 2010, TEM 2014).

In 2007, a new design initiative was launched where
the national design policy focused on creating larger de-
sign companies with multidisciplinary competencies to
better meet industry demand and increase export activities.
Thus, the policy aimed at the internationalization of design
companies (Design Denmark). This strategy was adopted
partially to fight back the development of shifting manu-
facturing to low-cost countries (TEM 2014). Moreover, the
new initiative focused on recognizing and making public
pioneering companies in the use of design in various in-
dustries to showcase lead companies. It was thought that
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companies not known for the use of design would better
integrate design in business strategy by following lead ex-
amples. (Scherfig et al. 2010, TEM 2014).

This strategy led to the introduction of a programme
focusing on the promotion of user-driven innovation,
where 16 million euros were targeted on the development
and testing of user-driven methodologies. The programme
is described in more detail below.

Danish design policy is seen practical and it focuses
on the commercialisation of new solutions. (TEM 2015). In
2011 the government appointed a committee to further
promote design, Danish Design 2020 Committee, whose
vision is that design will be present in all aspects of the so-
ciety (Danish Enterprise and Construction Authority 2011).
In 2013 the Danish government established eight growth
teams of which one focuses on creative industries and de-
sign. The action plan addressed the importance of creative
industries in design policy and published a plan for growth
in the creative industries. The plan addressed business po-
tential and research resources within creative industries.
(The Danish Government 2013).

The development of service business

Still in the beginning of the 2000s, the Danish innovation
policy was fragmented with no centralized innovation pol-
icy framework supporting the efficient use of new knowl-
edge and research results with commercialisation potential.
The Danish innovation system was argued to suffer from
a low level of interaction between knowledge institutions
and businesses. In 2005 the Danish government moved
innovation policy and the coordination of the innovation
system to a prominent position on its policy agenda. A Glo-
balisation Strategy was launched in 2006 addressing the
competitiveness of the economy in general. The strategy
concentrated merely on promoting R&D activity in large
high-tech companies.

A strategy plan called 'Innovation Denmark 2007-2010"
was launched in 2007 to address and promote service inno-
vations by setting up a clear strategy for service innovations
and concrete goals to support innovative performance in
the service sector. The objectives of the programme were to
increase partnerships between research and business units
and to increase the participation of Danish companies in
innovation networks and international development proj-
ects. As part of the programme some demonstration proj-
ects were realised to develop public services with methods
of service design. (Bloch and Aagaard 2007, Kuusisto 2012,
Scherfig et al. 2010). The Innovation Denmark programme
was followed by Innovation Denmark 2010-2013, which
continued the work of its predecessor and aimed to increase
participation of Danish companies in innovation networks
and international development projects. (Kuusisto 2012).

Typical to the Danish national innovation policy is that
there are no specific innovation programmes targeted at
services. Rather, innovation programmes are sector neutral
and all innovation programmes are seen as potential sup-
port methods for service innovations. Another key feature
of Danish innovation policy is that large scale quantitative
impact assessments of innovation programmes are done
regularly. This means there is evidence on the effectiveness
of innovation programmes and initiatives. Below are pre-
sented the main government funded programmes promot-
ing service innovations and business innovations in more
general that have been found to be effective and had a
real impact on innovation activity in the Danish society. In
addition to the programmes described below, the Danish
government has initiated numerous other programmes to
support innovation activity.

It should be noted that in addition to public funding
directed to companies’ development projects, R&D activ-
ity at companies is supported by a tax credit scheme in-
troduced in 2012. It provides companies with a negative
balance sheet to obtain a credit for their R&D expenditures.
This way it supports newly established firms in growing and
starting up their business. (OECD 2014).

Case examples from non-technological
innovation - design

UDI Denmark

The programme was established to promote the develop-
ment and testing of user-driven methodologies in com-
panies. The focus of the programme was in SMEs as the
previous programmes had put more emphasis on large
companies. The objective was to activate SMEs to use de-
sign methods and design in their business strategies. Fur-
thermore, the programme aimed to increase the level of
collaboration between companies and research organiza-
tions. The programme funded over 80 projects realized in
companies and research units. Companies could apply for
grants in 2007-2009 (the programme focused on method-
ologies, not concrete outcomes). (TEM 2014).

The Ministry for Economy decided to allocate funds
through advisory boards formed by private sector actors
which led to funds being allocated in small amounts to var-
ious sectors. The funds failed to create strong R&D networks
or clusters. It led to large number of small projects. Funds
were allocated for example to small design and marketing
companies.

In parallel with UDI, a programme called EDI (em-
ployee driven innovation) was established to support in-
novation competences in companies. EDI was targeted to
support innovation in small companies which rarely have
resources for R&D or collaboration with universities. (TEM
2014).



There have been various evaluations on the effects of
UDIl and EDI. Very few patents or implemented solutions re-
sulted from the programmes. This is not in itself a surprise
as these were not listed as objectives of the programmes.
The objective of the programmes was mostly to develop
competences related to the use of user-driven innovations.
This means that the results of allocated funding were not
part of funding criteria which led to funding being allocat-
ed merely to new try outs with no clear targets in practice
or results. The results were, thus, smaller than expected. The
programmes did not succeed in creating cooperation be-
tween research and business units. (TEM 2014).

Companies that benefited most of the programme
were either small companies focusing on design and com-
munications services, which have interest in developing
user-driven methodologies, or medium size and large com-
panies, which have resources and know-how to apply for
this type of external funding. Small companies operating in
various sectors tend to develop this type of competences
with trial and error methods together with their customers.
(TEM 2014).

The lesson learned is that better results are achieved
with long-term projects carried out by strong and large
conglomerates or groups rather than by dividing the bud-
get for various small short-term projects realized by dif-
ferent actors and companies. To prevent fragmentation of
funding itis best to ensure that the planning and execution
of this type of programmes is done by the same actor. If the
purpose is to create new solutions and revenue generating
business models, it should be noted that the projects en-
tail the development of such business models. Developing
methodologies and know-how does not entail new busi-
ness models as such. (TEM 2014).

Case examples of non-technological innovation
support — service and business innovations

Industrial PhD programme

Denmark has had several programmes that have supported
companies hiring high-skilled labour. The Industrial PhD
programme provided a wage subsidy to enterprises hir-
ing PhD students to work with a PhD project related to a
development project in the company. Additionally, similar
programmes, Danish Knowledge Pilot and Innovation As-
sistant Programme provided a public grant of maximum
20 000 euros to SMEs hiring academics or graduates. Dan-
ish Knowledge Pilot and Innovation Assistant Programmes
have not been found to have increased performance (prof-
its, survival rate or employment) of participating companies
(although there are some mixed effects in different studies
for Innovation Assistant Programme, see Christensen et al.
2014) whereas Industrial PhD programme has been found
to increase labour productivity in SMEs. However, the pro-

gramme was not found to have any statistically significant
effect in large companies. Results for patenting activity, em-
ployment and firm growth are mixed and depend on study
conducted. (Christensen et al. 2013 and 2014).

EUREKA

EUREKA is a publicly funded European wide inter-govern-
mental network and a policy instrument with an aim to
enhance European competitiveness by fostering innova-
tion-driven entrepreneurship in Europe, between small
and large industry, research institutes and universities.
EUREKA is an open platform enabling international co-
operation in innovation and present in over 40 countries.
Policies supporting R&D are realized and funded nation-
ally. Policies include direct enterprise grants to support
the creation of networks between research units and
companies. The programme has been found to increase
exports, turnover, employment, growth and employment
productivity within participating enterprises. (Christensen
etal. 2013, Danish Agency for Science, Technology and In-
novation 2011a).

Innovation consortia

This programme provides public grants to large research
collaboration projects between several enterprises and re-
search institutions and technology institutes. The parties
develop together new knowledge or technology that is
beneficial for both parties. Public funds cover the expenses
of the knowledge institutions. Companies fund their part of
the work meaning the programme provides no direct pub-
lic grants to companies. The programme has been found to
have positive and statistically significant impact for SMEs
with respect to labour productivity, patenting activity and
employment. None of the impact assessments conducted
show impact on total factor productivity or on large com-
panies. (Christensen et al. 2013 and 2014).

The Knowledge Coupon Programme (innovation
vouchers)

The Knowledge Coupon Programme is targeted to SMEs to
increase the use of research on business development. The
coupon supports the acquisition of business knowledge
providing companies a grant to buy consultancy services
or business knowledge worth of 13 500 - 67 200 euros per
company. The condition for the support was that it must not
exceed 40% of the total budget of the innovation project.
Another condition was that cooperation with the knowl-
edge institute has to be organized in a form of a concrete
development project benefiting business development.
The budget of the programme was 2,7 million euros per
year.The programme has been found to have a positive and
significant effect on productivity of participating compa-
nies. (Christensen et al. 2014).
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Innovations Network Denmark Programme

The programme supported the establishment and run-
ning of informal cluster and network organizations. The
programme aimed to form a platform enabling coopera-
tion between companies, knowledge institutions and tech-
nological service institutes. The networks worked within a
focus area of their choice. The networks main function was
to strengthen interaction in research, innovation and tech-
nology development within public and private sector by
providing a network of scientists, users and companies as
well as opportunities to identify collaboration partners and
projects. The objective was to create permanent national
networks, which have pools for innovation projects. No
public funding in the form of grants was involved in the
programme. Public support was merely providing a plat-
form for cooperation and networking. The Danish Agency
for Science, Technology and Innovation supported and co-
financed 22 national innovation networks of which three
have service sector growth as their primary focus. (Chris-
tensen et al. 2013, Kuusisto 2012).

Learning points

Several impact assessments have analysed the effects of
cluster participation on companies. Innovation networks
and clusters have been found to increase statistically sig-
nificantly the likelihood of new innovations in participat-
ing companies (likelihood increased by 300 %). It has also
been found that companies participating in the network
are 4,5 times more likely to innovate than otherwise similar
companies not belonging to the network. Also, companies
participating in networks have four times higher probability
of entering R&D focused collaboration. (Christensen et al.
2013; Danish Agency for Science, Technology and Innova-
tion 2011b).

Another study has looked at innovation clusters in a
broader sense and analysed the impact of participating in
the clusters when clusters include, in addition to the above-
mentioned, more regionally oriented innovation networks
and to some extent more formal networks. The results of
the study are based on an in-depth qualitative analysis of a
survey where companies have been asked short-term (two
years) outcomes or expected outcomes of participating in
the clusters. The results show that participation in clusters
increases innovative activity within companies. This result
is stronger in small companies compared to large and me-
dium sized companies. An interesting result is that clusters
contribute more to product development than process de-
velopment. Moreover, the impact of clusters is largest when
the company has participated in collaboration projects with
knowledge institutions. The survey indicates that partici-
pation in conferences, workshops and other networking
events is especially important and value-creating for small

enterprises, which are more dependent on receiving exter-
nal knowledge input. (Danish Agency for Science, Technol-
ogy and Innovation 2015).

In general, the Analysis of the Danish Research and
Innovation System Report (2014) suggests that companies
participating in the programmes grew on average 2,5%
faster than ones not participating in the programmes. In-
novation Networks, Innovation Voucher and Innovation
Assistant were found to increase growth of participating
firms and to have a strengthened the effect for SMEs. The
study included companies that received support from dif-
ferent innovation support programmes within the period
2000-2009.

Concluding, the lesson from Danish innovation sup-
port programmes is that programmes which increase
cooperation between companies and preferably also be-
tween companies and knowledge institutions seem to be
likely to have a positive effect on participating companies.
There have been numerous instruments and schemes in
Denmark supporting knowledge exchange and cooper-
ation between companies and knowledge institutions or
experts. This cooperation seems to be fruitful. It seems also
that SMEs benefit most of these programmes. Programmes
that have not been found to impact companies’innovation
activities are, if generalized, programmes which have sup-
ported R&D activities of companies on their own.

6.6 Case Australia

Role of non-technological innovation
in innovation policy

Australia is a large federation with four to six larger regional
areas for innovation. Service innovation or non-technolog-
ical innovation has long remained out of the focus. Most of
the activities have been company-led. In the Australian sur-
veys for companies most companies and especially SMEs
are seen rather innovative and process innovation (inno-
vation of managerial practices) and innovation of market-
ing methods have been seen as frequent as any process or
productinnovations (Australian Innovation Systems reports
summarize these findings).

Powering Ideas: An Innovation Agenda for the 21st
Century from 20009, is a ten-year plan to strengthen Aus-
tralia’s national innovation system. It outlines a framework
for increasing the effectiveness of Australia’s innovation ef-
forts and fostering future productivity improvements. The
current governments IdeasBoom is the equivalent new
strategy. Even though services and service innovations are
not explicitly mentioned it is embedded in all key priori-
ties including more innovative firms, increase of firm R&D
spending and business research collaboration.



Data from the National Innovation System report
shows that innovative SMEs are more likely to report lack
of skills as a barrier to innovation than large firms. The lack
of skills represents a barrier to innovation by industry sec-
tor in the surveys. Consistently, across all industry sectors
with the exception of electricity, gas and waste services,
innovation-active companies are more likely than non-in-
novation active ones to indicate a lack of skills as a barrier
to innovation. Innovation active firms in transport, postal
and warehousing, manufacturing, and agriculture, forestry
and fishing are the industry sectors that show the highest
proportions of innovation activity at 36-37 %. Retail sector
is arguing to have least skills gaps for innovating, which is
also reflected in our evaluation interviews. There has been
constant call for more research on service sector innova-
tion as part of the Australian national innovation system
(i.e. Couchman 2008).

Government spending on R&D has been somewhat
decreasing. Despite the decreases, government still plays a
critical role in financing the innovation system through the
funding of research organizations such as universities, the
Commonwealth Scientific and Industrial Research Organ-
isation (CSIRO) and the Defence Science and Technology
Organisation. Total Australian Government support for sci-
ence, research and innovation has grown in nominal value
from 4,2 billion dollars in 2000-2001 to 10,1 billion dollars
in 2013-2014, an increase of 140 %. However, the share of
government funding to government research agencies has
fallen from 35% in 1990-1991 to 19,4% in 2013-2014. The
business enterprise sector has been the major beneficiary
of this redirection, with its share of Australian government
support increasing over this period from 18,6% to 32,1 %.
The majority of this comes through a five-fold growth in
the value of the tax incentive for business R&D. (Australian
Innovation Policy Report 2015).

Continuing research initiated in the early-1990s (but
discontinued by the late-1990s), the Australian Bureau of
Statistics (ABS) conducted two surveys of innovation in Aus-
tralian businesses, covering the two-year periods 2002-2003
and 2004-2005. These two surveys provided snapshots of
innovation activity in Australia and revealed that innova-
tion was occurring throughout the economy and across all
industries, innovation in goods and services was lower than
both process and organizational or managerial innovation in
most industries, expenditure on innovation varied markedly
across industries (and was highly concentrated in a relatively
small number of businesses), and total innovation expendi-
ture by firms involved high levels of non-R&D expenditure. It
was also found that the proportion of innovating businesses
had increased between the first and second surveys (i.e. from
29,6% to 33,5 %), and that such an increase had occurred in
all industries except communication services and finance
and insurance. (Couchman 2008).

Key players in supporting non-technological
innovation

Australia Council for the Arts is a key player in relation to
design. However, most of the activities in Australian innova-
tion policy relating to design is led from the design commu-
nity. Australia has had a call for a national design policy in
2010s, but so far has not been able to implement one. There
is currently no national policy for design, however, the draft
National Cultural Policy that was releazed for consultation
by the government in 2011 considers the policy for the de-
sign sector as one of the creative industries.

The Department of Industry, Innovation, Science, Re-
search and Tertiary Education manages the governmental
innovation policy. The department develops policy and re-
search and supports innovation. Federal states also play a
role in managing many commonwealth schemes. Office of
the Chief Scientist is responsible of the research. The Com-
monwealth Scientific and Industrial Research Organisation
(CSIRO) is the national science and innovation Agency.

As of July 2016, Innovation and Science Australia (ISA)
will be the new independent body responsible for strategic
whole of government advice on all science, research and in-
novation matters. ISA will complement the Commonwealth
Science Council, which will continue to advice the govern-
ment on high level science challenges facing Australia. It
incorporated the Innovation Australia tasks.

The current Innovation Australia (the Board), is an
independent statutory body established under the IR&D
Act to assist with the administration and oversight of the
government’s industry innovation and venture capital pro-
grammes delivered by AusIindustry. The board’s responsi-
bilities include registering, monitoring and revoking the
registrations of Venture Capital Limited Partnerships (VCLP)
and Early Stage Venture Capital Limited Partnerships (ESV-
CLP), administration, monitoring and operation of the R&D
tax incentive, strategic oversight to the Entrepreneurs’ Pro-
gramme (EP) and several others.

Ministerial Directions issued by the Minister for Indus-
try and Science to Innovation Australia in 2015 direct the
board to carry out additional functions. These are to over-
see the delivery and performance of programmes, which
Innovation Australia has from time to time been directed
to be responsible for by separate Ministerial direction under
sections 18A, 19 and 20 of the IR&D Act (‘the Programmes’),
to maintain the integrity of the programmes in accordance
with relevant assurance framework, and cooperate with any
independent evaluation of them, and to promote the bene-
fit and awareness of the programmes as well as monitoring
uptake and impact. In addition, an additional function is
to collaborate with the Growth Centre Advisory Committee
to support each of the four themes of the Industry Growth
Centres programme, and jointly provide the consultation
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mechanism for the Minister required under the Govern-
ment’s Industry Innovation Competitiveness Agenda in-
cluding deregulation.

Approach on innovation policy on services -
promoting business innovation

In 2008, Australia innovation policy was reviewed and first
times service companies were entered to current innova-
tion policy schemes. It pointed out that the current suite of
government market facing programme assistance should
be designed to focus on building the capacity of companies
to absorb and incorporate new knowledge, facilitating col-
laboration - especially between companies and universi-
ties and publicly funded research agencies, and improving
capital market development.
In the 2008 review and Australian strategy, process
innovation is the top word that is used in contrast to prod-
uct-led technological innovation. However, the review
focuses on the issues relevant for non-technological inno-
vation and service innovation: "It is the non-technological
innovation that occurs and transforms businesses as they
engage with their customers and markets. This market-fac-
ing business innovation is often overlooked and underval-
ued. But if it is ignored, Australia squanders an opportunity
to make the productivity gains we need to maintain our
prosperity and living standards.” (Howard Partners 2008, p.
30).
The April 2008 report by the Prime Minister’s Science
Engineering and Innovation Council (PMSEIC) Working
Group on Services Innovation, Science and Technology,
which led Australian industries identifying two modes of
services innovation:
® innovation in services industries, where innovation is
either applied to an industry regarded as service-based,
or results in a new service-based industry such as water
monitoring services, internet service providers, or in-
novative uses of IT and digital imaging by hairdressing
businesses; and

e innovation through services in any organization or
business where the application of a service results in
innovation in an industry generally not classified as
services, such as the use of sonar, GPS and remote sens-
ing satellites to enhance the location, harvesting and
productivity of the fishing industry.

In the past, however, the overwhelming focus of Australia’s
innovation policy has been to increase the supply and com-
mercialisation of research, scientific discovery and techno-
logical advances. Relatively little attention has been paid to
policies for improving the capacity of firms to absorb and
apply the products of this increased supply of science and

research, nor to understanding how the needs of markets
and customers are served and the productivity effects are
secured for the Australian community.

Many of the public policy documents and the Innova-
tion policy review suggest that business innovation should
be the focus of Australia’s innovation system. This means
that the companies should have innovation as a decisive
business strategy and additional resources should be avail-
able for innovation support programmes designed specif-
ically to increase the innovation competencies of business
enterprises at the point of engagement with customers
and markets and to create opportunities for innovation
through knowledge-sharing and collaboration. Also, better
measurement of Australia’s business innovation and per-
formance and productivity outcomes is needed.

One of the main goals of the review was to build new
target setting to support business innovation as an explicit
priority for Australia’s innovation policy by incorporating
objectives into programmes aimed at building business
innovation capacity. This meant assisting the generation
and absorption of business knowledge by private firms,
helping private firms to secure returns and to appropriate
value from undertaking inherently uncertain innovative
business activities and fostering the capacity for innova-
tion at the company level in response to market and cus-
tomer demands. Further, it meant facilitating economically
useful connections between firms and other institutions
for knowledge transfer and capability building and extend-
ing the global reach and market access of Australian firms;
and increase the managerial, technical and collaboration
skills and competencies of private companies.

One of the recommendations was to extend the En-
terprise Connect programme to include service companies
and to expand it to provide explicit business innovation
services in conjunction with the existing business review
and advisory services. The recommendation 3.3: Estab-
lish a new Knowledge Connections programme within
the Enterprise Connect Program, to work with Industry
Innovation Councils in facilitating new connections and
clusters crucial to the competitive advantage of firms in
knowledge-based economies was implemented. (Howard
Partners, p. 36).

One very specific nature of the Australian system is an
extensive notion of public sector service innovation and
public sector as one of the key drivers of service innovation
(Howard Partners, p. 36). This is partly explained with the
long tradition where commonwealth works as an innova-
tive buyer and many of the sectors (i.e. welfare services) are
largely outsourced or even privatized (see Considine and
O’Sullivan 2015). The Australian Innovation policy focuses
also on innovation in firms, also including service compa-
nies, process innovation, and access to capital.



Case examples for supporting
non-technological innovation

When looking at the Australian service and business inno-
vation landscape, three types of measures can be identified.
These are, first, strategies supported with small scale initia-
tives, second, different innovation programmes with strong
focus mainly on the early phases of the research commer-
cialisation chain, and finally, industry-led networks and
competitions to drive design, business research or services.

Since the innovation policy review, Australian govern-
ment has published an innovation policy report and an in-
novation systems report on a yearly basis. Innovation policy
report lists different types of innovation policy measures
and initiatives launched by different federal departments.
Quick analysis of these reports show that relatively little
attention is focused on the themes of services, design or
business management as such, but these themes are em-
bedded instruments.

As pointed out by Australian Researchers Drawing on
information and analysis collected for a major review of Aus-
tralia’s NIS, and the government’s ten-year plan in response
to it, we show how the free market trajectory of policy-mak-
ing of past decades is being extended, complemented and
refocused by new approaches to complex-evolutionary sys-
tem thinking. These approaches are shown to emphasize
the importance of systemic connectivity, evolving institu-
tions and organizational capabilities. Nonetheless, despite
the fact that there has been much progress in this direction
in the Australian debate, the predominant logic behind pol-
icy choices still remains one of addressing market failure,
and the primary focus of policy attention continues to be
science and research rather than demand-led approaches.
(Dodgson et al. 2011). This has led to the situation where
different industry advocates, industry associations or cham-
bers play a great role in organizing development activities.

Innovation programmes and service, business
competencies and design within them

In the recent review, 221 programmes supporting innova-
tion in firms were identified, comprising 31% Australian
government and 69% State and Territory Governments.
Australian Government programmes account for 90% of the
total expenditure for these programmes, approximately 3,7
billion dollars per annum. There is some apparentintra- and
inter-jurisdictional overlap in programmes but this is nei-
ther systemic nor likely to have a significant impact. Many
programmes are targeted to leverage o other programmes.
Only 36% of the programmes have been reviewed. Many
programmes have unclear or unmeasurable key perfor-
mance indicators. The role of service business and service
innovation is rather limited. (SBC/NSBC 2015).

One of the initiatives delivered by the department is
Enterprise Connect. Enterprise Connect is provided by dif-
ferent agencies and consultants supporting the enterprises
for developing their services, business models or design.
The combination is mixture of what used to be DesignStart
in Finland and wider projects. Enterprise Connect was ex-
tended to service companies and many local and federal
service specialists were procured to provide business ad-
vice for service firm innovation. Enterprise Connect was
replaced in 2016 with Entrepreneurship Programme.

The Entrepreneurs’ Programme drives business growth
and competitiveness by supporting business improvement
and research collaboration in targeted growth sectors and
the commercialisation of novel products, processes and
services. The Programme has four elements business man-
agement, innovation connections, accelerating commer-
cialisation, and Northern Australia tourism.

The primary focus of the programme is on providing
access to the best advice and networks to help businesses
solve problems, rather than focusing on financial assistance.
From the focus sectors business management is relevant
for Liito. Tourism is one of the largest service sectors in Aus-
tralia.

Rather new example is Business Research and Innova-
tion Initiative (BRII). The initiative will be launched in 1st of
July and focuses on identifying national policy and service
delivery challenges and innovative businesses will be invit-
ed to submit proposals to address those challenges and the
winners will receive grants of up to 100 000 dollars to test
their ideas over three to six months of development. The
most successful ideas may be eligible for a further grant of
up to a million dollars to develop a prototype or proof of
concept over the following 18 months.

Under the BRII, government will identify important
policy or service delivery challenges. SMEs will then have
the opportunity to compete for grants to develop innova-
tive solutions to them. The BRIl is set to launch with five
challenges to be announced in mid-2016. Following this
SMEs will be invited to submit an application addressing
one of the five challenges, with winners receiving grants of
up to 100 000 dollars to undertake feasibility studies over
a period of up to 6 months, SMEs with the most promising
ideas may be eligible for a further grant of up to 1 million
dollars to develop a prototype or proof of concept over a
period of up to 18 months. The Government has already
made substantial progress on implementing the BRII. This
includes consultations with several state and territory gov-
ernments to learn from their experiences delivering similar
programmes, ongoing development of a process for identi-
fying the most worthwhile challenges, and drafting of pro-
gramme guidelines and other documentation to ensure the
effective and efficient delivery of the programme.
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Many of the specific programmes for related innova-
tion are available in certain regions, but are based on the
commonwealth principles. These federal programmes are
quite well targeted and specific. Evaluation evidence of
these programmes is quite limited. Some examples are:

o South Australian Business Model Innovation Pro-
gramme is a programme for manufacturing businesses
in South Australia, which helps one to explore innovative
new business models designed to value add and com-
plement existing manufacturing capabilities and create
new products and services around manufacturing.

¢ Innovation Connections is part of the Entrepreneurs
Program and targeted to SMEs. It is available in several
federal states. Innovation Connections has a facilitator
approach and grant approach for research placement.
Service companies are also welcomed to participate,
however, the statistics of this are unavailable.

» Tasmanian Arts Bridge Provides funding for airfares
(or freight) to ensure that artists may take advantage of
opportunities afforded them (such as invitations inter-
state or overseas) even if the opportunity occurs after
the relevant grant round closing date.

e Business Innovation Support Initiatives (BISI) Grant
Scheme provides support for a Northern territory busi-
ness undertaking R&D projects in the areas of science,
engineering, technology and design. It is targeted to
companies below 100 employees. It also funds voucher
or grant scheme for design advisors for the companies
from 25 000 to 50 000 dollars.

e WA: Commercial Development Programme supports
small scale projects for creative industries to develop
commercial potential, business viability and extend
ending market reach for companies with less than 10
employees.

’

Most of the state level initiatives are either voucher or grant
support for advisory services or “employee placements”.

Industry-led support networks and other measures

The main learning point of Australian innovation support
for service, design and business competencies, is it being
sector- and industry-driven. One launching point goes back
to 1993 when BCA (Business Council of Australia, represent-
ing biggest 100 businesses in Australia) released "Managing
the Innovating Enterprise’, a landmark publication on busi-
ness innovation in Australia. The report aimed to promote
acceptance of the concept of innovation as a practical busi-
ness issue for Australian business. The BCA undertook the
research because it was concerned at the time that there
was a general lack of understanding outside business cir-
cles of what it meant to be innovative in business, about
the processes of innovation in businesses and about the
factors that determined business innovation success. This

led to different national initiatives with larger impact on in-
novation policy, i.e. national innovation summit or Backing
Australia’s Ability programmes (BCA 2015).

Even though the Australian schemes focus on how
the innovation appear in businesses and how services or
business models are innovated within this context, BCA
sees that business innovation requires systematic activities
such as undertaking market research and using market,
information to tailor products and services to create ad-
ditional value for customers, purchasing and using capital
goods and equipment in production processes, integrating
or recombining existing forms of knowledge and technol-
ogy to create new product and service offerings, as well as
business R&D activities.

Besides the general strategies, different organizations
in Australia have vivid competition landscape, which is sup-
ported by different societies and innovation organizations.
Australian Service Science Society has, for example, Service
Innovation Award, which is instituted to recognize organiza-
tions that have demonstrated significant innovation in the
service sector. In addition, there is an award for public service
innovation and co-design managed by the Australian Centre
for Social Innovation and also supported by the department.

Federal states also have state specific sectoral initiatives
for societal problems, such has mental health. For example,
in 2015 New South Wales started a 4-million-dollar fund to
drive innovation in mental health care and psycho-social
supports for people with mental iliness, their families and
carers. The fund will finance innovation projects to improve
mental health outcomes to help people with mental illness
and their families to live a better life.

In design there are different industry focused organi-
zations. The Australia Council considers applications from
artists who work in the area of “object design”as eligible for
the general visual arts grants programmes. The National As-
sociation for the Visual Arts (NAVA) is a key organization that
receives triennial funding from the Australia Council. NAVA
has been instrumental in establishing the Australian Design
Alliance - a new strategic partnership of Australia’s peak de-
sign bodies across a range of disciplines, including design,
architecture, urban planning, craft and the arts. (Australian
Design Alliance online).

Based on Australian research, only limited attention
has been paid to the issue of new service development
(NSD) in cross-national context. To address this critique of
the literature, a comparative cross-national study of NSD
strategy and process of financial service firms in Australia
and the USA was conducted. The study employs a cross-
sectional, survey-based methodology. The US sampling
frame included 274 large financial service firms situated in
the Northeast region of the USA. The Australian sampling
frame consisted of 262 firms situated in the Southeast re-
gion of Australia. The data pattern suggests that the firms



in both the countries use different new service strategies to
compete in the industry and emphasize different sets of de-
velopment stages in developing new services. (Alam 2006).

Learning points

Australia lacks the same kind of public funding agency and
centralized approach to public support for new innovation
themes such as service innovation, design or business man-
agement. Despite this, the innovation policy approach is
very company-centric. This is as well because the service
research and research on design is rather limited. However,
in many themes Australia’s companies are behind their
Finnish counterparts. Still, there is something to learn on
very business-driven innovation policy focusing on busi-
ness innovation with very sectoral approach.

All key schemes (Enterprise Connect, Entrepreneurs
Programme, most of the early stage capital funds managed
Innovation Australia) have also been open to service com-
panies. Specific targeted actions have been set for tourism.

Those schemes that provide connection with the in-
termediary organizations (consultants, designers etc.) have
also support for design advice as part of the programmes.
However, it may not be specifically marketed or largely
used. However, this embedded approach is something
currently difficult to pinpoint from the Finnish innovation
funding landscape.

’

6.7 Case Germany

Role of non-technological innovation
in innovation policy

In Germany, the approach to service innovations is relative-
ly active and systematic at the federal level. The German
research scene is, however, extremely diverse and complex

and there are multiple stakeholders to service innovations.
This feature has also highlighted the need for coordinat-
ing different activities around innovations. Similarly, inte-
grating different actors and political levels connected to
the innovation system has been an ongoing process in the
country.

As one measure to support the integration of diverse
activities, Council for Growth and Innovation was set up in
2006. It ceased already in 2008. The council included mem-
bers from politics, science and industry, and its task was to
advice the Federal government in all issues related to in-
novation policy. It further had a subgroup that specifically
focused on service innovation issues. (Kuusisto 2012).

The German attention to service innovations has to a
large part been in research support to develop new knowl-
edge and research competences (Forfas 2014). One of the
first moves towards a more service-oriented view took
place in mid-1990s when the Ministry of Education and Re-
search launched Initiative on Services for the 21st century.
The goals of the initiative included supporting the develop-
ment of the services sector, encouraging a more positive
attitude towards research and promoting networking with
different economic sectors of the economy. (UN 2011). The
initiative also responded to the observed lack of service
mentality in the traditionally strong industrial economy
(EPISIS Task Force 6 2012).

Initiative on services for the 21st century has been not-
ed for setting up systematic and practical tools for the plan-
ning of service operations, as well as for the standardiza-
tion of service processes. Moreover, the initiative increased
awareness on services engineering, which has since then
been a well-known concept in research institutions and
companies. (EPISIS Task Force 6 2012).

In 2006, the Federal Ministry of Education and Research
kicked off a service research programme Innovation with
Services, which received a total funding of 70 million euros
and lasted for five years. The programme is among the most

Table 4. The landscape of executing actors in innovation and research (adapted from Kuusisto 2012).

Policy Level Policy Actors

Federal ® Federal Ministry for Education and Research (BMBF) ® Service Research

Service Innovation Focus

® Federal Ministry for Economics and Technology

® Federal support of economic development
® Structural service economy issues

® Ministry of Economic Affairs, Saxony

States ® Ministry of Economic Affairs, Baden Wiirttemberg ® State support of economic development
® Ministry of Economic Affairs, North Rhine-Westphalia | ® Transfer from research into practice

® Research infrastructure improvement

Regional ® Regional, municipal and local authorities
® Trade and professional associations

® Support of innovation cluster development
® Support of regional development
* Infrastructure improvement
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important contributions to service innovations so far in the
country. Its establishment intended to improve the position
of Germany in the field of services, to increase the volume
of service research, improve the role of services in a strong
industrial economy, and to systematically develop new ser-
vices and maintain the quality of already existing ones. In
addition, the project had an employment perspective as it
strove to establish conditions for attractive jobs. (EPISIS Task
Force 6 2012, Cruysen and Hollanders 2008).

Innovation with Services had three thematic areas of
activity: innovation management for services, innovation in
growth sectors of Germany and human resource manage-
ment in service companies. The programme was not tar-
geted to specificindustries or sectors. A guiding principle of
the work was to function as a learning experience in which
future project proposals are made on the basis of both
ongoing projects and general trends in the service sector.
(Kuusisto 2012, EPISIS Task Force 6 2012). The advisory body
that reports to the ministry played a key role in ensuring the
learning and adaptability of the programme (BMBF 2007).
One of the key objectives of the programme was also to
ensure the realignment of service research “according to
economic, social and technological development” (Cruysen
and Hollanders 2008).

To ensure the quality of action in the thematic areas,
the programme strove to sustain cooperation between
theory and practice as well as social discourse. The central
element of the cooperation was research and development
projects that focus on key issues of the service economy by
shared participation of industry and science. On the other
hand, ensuring the cooperation between research and
practice also formed a key challenge for the programme im-
plementation (Cruysen and Hollanders 2008). It was noted
in the planning of the programme that the service sector
is strongly presented by SMEs and the implementation of
innovative service ideas in these companies requires sup-
port from appropriate research and development activities
(BMBF 2007).

Around the same time with the establishment of the
Innovation with Services in 2006, Germany also introduced
an Industry-Science Research Alliance, which operated until
2013.The alliance was especially set up to consult the policy
makers in the implementation of a German High-Tech Strat-
egy, which still is an important innovation tool in the coun-
try and has for over ten years emphasized the important
role of services in innovation. As a central inter-ministerial
advisory body, the Industry-Science Research Alliance was
also responsible for identifying future challenges. The body
had five areas of focus: communication, security, mobility,
health and nutrition, and climate and energy. Its members
were high-level experts from both research institutions and
industry. (Kuusisto 2012). The current High-Tech Strategy
especially includes referrals to the increasing role of smart

services. Germany has been a forerunner in the Industry 4.0
concept.

In relation to the High-Tech Strategy, an Action Plan
Services 2020 was developed by the ministry. The action
plan has been viewed as an important step in developing
the understanding of the connection between service re-
search and technological innovations and programmes.
The action plan has especially addressed fields where the
connection to services is especially strong. These include
fields such as healthcare and mobility. The programme has
also been relatively practical by nature, since it has focused
on solutions and business models that suit the market and
people. (Kuusisto 2012).

Since 2013, the coalition government has introduced
especially three measures to strengthen the role of service
innovations in research. First, the national High-Tech Strat-
egy 2020 was updated, for example, to include integrated
solutions as new forms of value creation. Second, the Fed-
eral Ministry of Education and Research (BMBF) has initiated
anew key research programme Innovations for the Produc-
tion, Services and Work of Tomorrow. Third, in connection to
the new research programme many pilot programmes and
measures have been started. (Kuusisto et al. 2015).

The Innovations for the Production, Services and Work
of Tomorrow programme is a continuation for the successful
project Innovation with Services and another programme
called Research for Tomorrow’s Production. The new pro-
gramme relies especially on cooperation between science
and industries as well as on interdisciplinary collaborations.
The programme has been seen as another important con-
tribution to strengthen the position of Germany in global
competition. The programme includes three parts and is
expected to last until 2020. (BMBF online).

In addition to the aforementioned, services are consid-
ered in many other programmes as a cross-sectional topic.
In the programmes and initiatives of the Ministry of Eco-
nomics and Technology, service-related research is general-
ly implemented in relation to other industries. The Ministry
of Economics and Technology is active in its support for
service innovation. It is also responsible for the structural
aspects of regulating service sector. (Kuusisto 2012).

Design Policies

In terms of design policies, Germany has no national policy
per se. Thus, the promotion of design competences mainly
takes place at the state level. Germany has, however, design
centres and actors that provide design support (Whicher
et al. 2015). The German Design Council was founded in
1953 from the initiative of the German Parliament. Its main
tasks are to support companies in brand and design devel-
opment and to communicate the value of design. The De-
sign Council has more than 200 members from companies,
associations, institutions and designers. (German Design



Council online). In addition, there is a monitoring mecha-
nism for the culture and creative industries called the Initia-
tive Culture and Creative Industries of the German Federal
Government.

Case examples for supporting non-
technological innovation

Service Innovations

At the state level there is a range of different policy ap-
proaches to support the service economy. Examples in-
clude activities to improve the mutual transfer among
service economy, politics and service research, innovative
networks and training and education measures. Especially
the states of Baden-Wirttemberg, North Rhine-Westphalia
and Sachsen have concrete measures to support the service
economy. (Kuusisto 2012).

In Baden-Wirttemberg one innovation policy tool has
been the use of innovation vouchers, which are meant to
support the planning, development and implementation
of new products, processes or services, or to improve ex-
isting ones. The vouchers have been used since 2008 and
they are targeted to SMEs. The value of the vouchers starts
from 2 500 euros. They can be used to buying research and
development services. (Ministry of Finance and Economics
Baden-Wirttemberg online, OECD 2011).

In addition, the strong institutional framework in the
Baden-Wirttemberg area has been generally considered
as another reason why the area has been traditionally very
strong in innovating, though mainly in the area of techno-
logical innovations. For example, Baden-Wirttemberg is
the state in Germany with the highest density of univer-
sities and, moreover, the state has a high number of other
research institutes of applied research. Since the 1990s and
structural changes in the economy, the region has, howev-
er, had stagnation with economic development, since the
sector for knowledge-intensive business services has been
comparatively underdeveloped. (Strambach 1998). The
state has an innovation strategy, but it seems somewhat
more focused on technological innovations. The state gov-
ernment has selected special areas of growth to the focus

of its innovation policy. These areas are sustainable mobil-
ity, environmental technologies, renewable energies and
resource efficiency, health and care, and ICT, Green IT and
intelligent products. (Ministry of Finance and Economics
Baden-Wirttemberg online).

The innovation strategy of the North-Rhine Westpha-
lia (NRW) names its approach as universal and stresses the
point that innovation is not only technological. To promote
the development of such universal innovations, networking
strategies are seen as essential. Moreover, the approach of
the state is, as in the country in general, rather research-driv-
en.The NRW strategy also identifies lead focus fields.

Design Policies

In the state of Baden-Wiirttemberg there is a special Design
Centre Stuttgart, which is run by the state. The centre pro-
vides information and advice around design and is especial-
ly focused on SMEs. In addition to providing support and
guidance, the centre provides companies with a platform
for networking and organizes exhibitions. (Design Centre
Baden Wirttemberg online).

The Hasso Plattner Institute of Design is, in addition, an
interesting, example of how design has been linked to busi-
ness education. The institute was set up in 2007 to promote
a special innovation culture in the country through bring-
ing together students to small multi-disciplinary teams and
combining their different perspectives. (Kang 2015).

Learning points

German approach has some resemblance to Finnish pro-
gramme design in a sense that there has been quite a lot of
emphasis on research programmes on services. However,
federal strategies seem to place less emphasis on the ser-
vice and business innovation, or design.

Service innovation, business innovation and design is
supported through general innovation policy schemes that
are available also for developing innovation competencies
for various non-technological themes. The approach resem-
bles the one in Australia, where territorial states incorporate
service development themes with existing policies.

65



66

Sources

Primary material

» Interviews with steering group members and external
experts: 35 interviews

o Interviews with Tekes personnel: 8 interviews

o Comparative interviews with companies not participat-
ing in the programmes: 3 interviews

o Case studies: 17 cases

e Survey for Serve projects: 35 responses (analysed quali-
tatively)

Secondary material (selected)

e Memorandums from programme planning

» Programme implementation reports of all programmes

e Mid-term evaluations of programmes (mainly internal
reports of Tekes)

* Memorandums from programme steering groups

» Tekes project survey for Serve participants

» Yearbook from Liito, 2008 illustrating successful cases
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Annex 1. lllustration of timeline of Design Concepts

Decade Value Role of Design Key Events
2010's Change Designasa Design Driven City
Transformative World Design Capital 2012
Process Design Associations
2000’s Innovativeness and Design as Innovation  Aalto University
Competitiveness Driver Muoto 20015!
1990’s  Brand Building Design for Creating ~ National Design Policy
Experiences for IDBM & PDP Programs
Customers
1980’s Design Design as ICSID Conference in Helsinki
Management Coordinator CAD Software
1970’s The Rise of Design for User First Design Agencies
Ergonomics Understanding In house Design Teams
1960’s Involving Design as Part of Start of Design Education
Industry aTeam Together
with Mechanics and
Marketing
1950's Promoting Designer as a Creator Milan Biennale 1950
the Nation

Figure: Developing Definition of Design in Finland (Developed from Valtonen 2007)

Source: Antti Pitkdnen Seos Design 2016
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