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Introduction

Attention to innovation as a key
driver of competitiveness has grown
tremendously in the last decade. It is
now well understood that perhaps the
most significant division today from the
view of long-term economic growth is the
one between countries that are able to
achieve technological innovation at a high
rate and those that are not (McArthur and
Sachs 2002). Empirical demonstrations of
the strong link between innovativeness
and competitiveness1 (Porter and Stern
2002) have backed this consensus. From
the policy point of view, the “National
Innovation Systems” approach (Freeman
1995),2 emphasising interactions between
players and the role of framework condi-
tions for innovation in firms, has progres-
sively changed perspectives on the scope
and instruments to be used by innovation
policies (OECD 2002). 

This paradigm change has profound
implications for innovation policy gover-
nance. In particular, the role of government

switches from that of “correcting market
failures”, notably by subsidising research
and development (R&D) activities, towards
that of “correcting systemic failures”, fa-
cilitating flows of knowledge in the sys-
tem and ensuring that the infrastructure
works properly. Rather than merely focus-
ing on endowments in the system and on
flows between research and industry, new
innovation policies have to pay more
attention to the absorptive capacity of
firms, their learning abilities, and to those
non-technological factors that are crucial
for successful innovation (Nauwelaers and
Wintjes 2003). 

Parallel to this changing “theoretical”
framework, within the European Union
(EU) innovation has moved increasingly
up the agenda. Largely European Commis-
sion inspired, this policy development
began in the mid-1990s with a Green Paper
and an Action Plan on Innovation; with the
most recent policy statement being the
Communication on Innovation in a Know-
ledge-driven Economy in 2000 (European
Commission 2000; 2001b; Cowan and van
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de Pal 2000). As part of overall efforts to
ensure improved policy co-ordination and
“open learning” amongst EU member-
states, the Commission also launched the
Innovation Trend Chart project to map
innovation performance and analyse in-
novation policies across the EU.3 At the
national level, over the last decade the
majority of member-states and over a hun-
dred European regions have developed
their own policy frameworks and instru-
ments to stimulate innovation capacities
and performance.

In this context, in May 2002 the Europ-
ean Commission launched the first of two
studies on innovation policy in the thir-
teen candidate-countries. The aim of these
studies was to provide a first insight into
the current state of development of both
the “innovation policy community” and
innovation policy measures as a priority of
governments in the candidate-countries.
The studies were carried out by a team of
EU-level and national experts in each
country and involved extensive consulta-
tion through interviews, workshops and
surveys with the key stakeholders in each
“national innovation system” (NIS).

The initial study on the top six coun-
tries (Reid et al. 2002)4 leading in terms of
economic transition and political and in-
stitutional reform concluded that policy-
makers and other stakeholders in the in-
novation system face five main challenges:
— to promote a culture open to innovation
and creativity;
— to place innovation at the heart of fur-
ther reforms of the legal and regulatory en-
vironment;
— to increase the number of smaller inno-
vative enterprises;
— to strengthen the diffusion of knowledge
and technology in the economy; and
— to establish a policy-making process con-
ducive to creating an innovation policy.

The first challenge reflects the serious
lack of understanding of what innovation

entails, not only in the general public, but
also in policy circles and business. This ap-
plies even more in the second group of
seven countries where economic and polit-
ical transition is lagging even further behind
(except Malta). A cultural change towards
a willingness to reward risk-taking and cre-
ativity is a slow process, even in more ad-
vanced EU countries.

The fifth challenge reflects the weak-
ness of policy design and consultation
mechanisms in the six candidate-coun-
tries and, again broadly speaking, the six
candidate-countries are ahead of the sec-
ond seven. How to improve this situation
is the core subject of this article and is
clearly linked to the second challenge,
where the study called for the greater
reflection by governments in the coun-
tries as to the impact of policy change on
innovation and a reduced focus on mech-
anistically fulfilling the acquis communau-
taire of the EU. The two other challenges
closely relate to the enterprise, or demand,
side of an innovation system. The need to
create more innovative small enterprises
is a challenge faced across the EU and
candidate-countries, but even more intense-
ly in the latter. Throughout both studies a
clear message emerged that, while many
larger, notably foreign-owned, businesses
in candidate-countries were innovators, the
real challenge was to upgrade the capacity
of the mass of smaller firms, often involved
in sub-contracting networks, to become
more innovative. Raising low levels of pro-
ductivity through the diffusion and adop-
tion of new technologies was identified as
a particular priority.

The article builds on the work done in
the two policy studies referred to above,
and attempts to explore in greater depth
the scope and potential for “policy catch-
ing-up” in the candidate-countries in the
area of innovation. 

The first section briefly sketches out
the current trends of innovation gover-
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nance in the EU. This section draws on
information and analysis gathered through
the European Innovation Trend Chart
project for EU countries. As there is only
limited evidence allowing conclusions to
be drawn on a direct link between innova-
tion policy, on one hand, and national
innovation performance, on the other, no
attempt is made here to impose a “best
practice” model. Instead, the diversity of
approaches linked to underlying contex-
tual elements in the national innovation
systems of EU member-states is stressed.

In the following section, the current
state of innovation policy in candidate-
countries is evaluated, and the issue of
whether there is a link between innova-
tion performance and innovation policy
maturity investigated. In other words, does
a country need to reach a certain level of
development (or transition towards a mar-
ket-based economy) before developing an
innovation policy, or can innovation poli-
cy be used as a tool of economic develop-
ment even where NISs are weak due to
systemic failures. A case study of the
Estonian experience is used to illustrate
how innovation can rapidly become part
of the set of national policy objectives
contributing to economic development.
In the third section the question of the
possibility and limits of trans-national
policy learning in the area of innovation
between EU member-states and candi-
date-countries is discussed. Finally, the
concluding section outlines some options
for future innovation policies and their
governance in candidate-countries.

Innovation Governance:
Trends in the European Union

This section does not seek to draw
any definitive conclusions on the rel-
ative effectiveness (advantages and
disadvantages) of the approach to

governing innovation policy in the
EU member-states.5 Rather it seeks to
underline that there is a relative diversity
of approaches which can in part be con-
sidered as reflecting the NIS, including
the level of economic development, social
capital and institutional organisation, and
R&D systems. This implies for the EU
candidate-countries that, while all may
aspire to have the level of innovation per-
formance of the Nordic EU countries (see
e.g. European Trend Chart on Innovation
2002a), simply adopting the policy frame-
work and organisational system of policy
delivery is unlikely to lead to an instant re-
ward.

Given the changing theoretical perspec-
tives on innovation outlined in the intro-
duction, innovation policy is in large part
seen as a horizontal co-ordination mecha-
nism touching on organisations and poli-
cy schemes normally the prerogative of
“sectoral” policies such as fiscal, research,
enterprise, education and even agricul-
ture, transport, and environment policies.
The horizontal nature of innovation poli-
cy arises from the contemporary concept
of the innovation process, which includes
aspects ranging from industrial research,
through finance to internal knowledge-
management processes of firms, to prod-
uct development and commercial exploita-
tion of intellectual property rights. As a con-
sequence, the definition and implementa-
tion of innovation policy often demands
an inter-ministerial approach even if the
measures specific to innovation policy (e.g.
aid schemes for innovation networking
amongst firms) are delivered by one agency. 

Moreover, since innovation occurs in a
system it is important that participants in
this system have a “voice” in policy devel-
opment in order to avoid a biased focus on
just some parts of the system. The use of
structures, such as policy advisory coun-
cils or other methods to involve stake-
holders (notably business), in policy build-
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ing is one way to respond to this challenge.
Policy delivery needs to be adapted to the
interactive view of innovation: responsive-
ness to firms’ needs itself calls for more
interactive and bottom-up types of policy
intervention, often facilitated by proxim-
ity to target groups.

Recognising the need to improve co-
ordination mechanisms for the design and
implementation of innovation policy, EU
governments have increasingly established
units aimed at co-ordinating innovation
policy yet this is by no means a majority
trend. Other means used are task forces
involving several departments of various
line ministries in drawing up a White Paper
or implementing legislation. In a number
of member-states, an innovation agency
has been established under the supervi-
sion of the executive branch with a view
to delivering funding to enterprises or
intermediary structures. 

Regarding the management of innova-
tion policy, the first aspect to consider is
the general organisation of policy design
and implementation. Two main approach-
es are identifiable within the EU. Firstly,
in a number of countries there is no real
separation between the government insti-
tutions which frame policy and those that
implement measures arising from govern-
ment decisions. This is clearly the case,
for example, in Greece where a key char-
acteristic of the system is that govern-
ment policy-making departments are also
implementing agencies (European Trend
Chart on Innovation 2002b). 

Most of the main schemes in terms of
R&D, competitiveness of firms or the
information society are managed either
by the governmental body General Sec-
retariat for Science and Technology or its
sibling organisation the General Secretariat
for Industry. The situation is similar in the
United Kingdom where the Department
of Trade and Industry is ‘at the hub of the
UK system of innovation governance’ but

also ‘operates and/or funds a number of
schemes for the promotion of innovation
in companies’ (European Trend Chart on
Innovation 2001a:4).

Secondly, in a number of other mem-
ber-states policy is framed by ministries
of industry but delivered by public agen-
cies distinct from the government struc-
tures. TEKES (the National Technology
Agency of Finland),6 in Finland, manages
some 30 percent of government budget
appropriations for R&D and is the princi-
pal source of funding for applied techno-
logical research and industrial R&D (Europ-
ean Trend Chart on Innovation 2001c).

Another agency, reporting directly to
parliament rather than the government, is
SITRA (Finnish National Fund for Re-
search and Development),7 which focuses
on technology transfer, seed finance,
financing of growth companies and invest-
ment in venture capital funds amongst
other activities. Likewise, in Ireland there
is a distinction between the policy mis-
sion of the government’s Department of
Enterprise, Trade and Employment, re-
sponsible for promoting and assisting over-
all industrial development as well as inno-
vation and competitiveness in the econo-
my, and the implementing agencies, most
notably Enterprise Ireland which funds
indigenous industrial and technological de-
velopment through a range of program-
mes (European Trend Chart on Innovation
2001d). In Spain (European Trend Chart
on Innovation 2001e), following the elec-
tions in 2000 innovation competencies
were gathered within the Ministry of
Science and Technology; although aspects
such as fiscal incentives or small and
medium enterprises (SMEs) policy fall
within the remit of other ministries. This
is a major change from the past since for
the first time competencies concerning
R&D are not included within the Ministry
of Education. A specific government agency
CDTI (The Centre for Technological De-
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velopment and Innovation), which reports
to the MICYT (Ministry of Science and
Technology), manages R&D and innova-
tion grants schemes to industrial firms.

The second aspect relates to the geo-
graphical level of responsibility for inno-
vation policy. Again, two models emerge
here. The classical model is that of defini-
tion and implementation through nation-
al bodies (government or agencies), as in
Finland or Portugal (European Trend Chart
on Innovation 2001c; 2001f). A variant of
this national model exists in some coun-
tries — a typical case is France (European
Trend Chart on Innovation 2001g) —
where the main implementation agency
ANVAR(Agence Nationale de Valorisation
de la Recherche) is organised in regional
delegations, the latter holding a relatively
large degree of autonomy in allocating R&D
and technology subsidies.8

The second model holds in member-
states with a federal structure such as Aus-
tria, Belgium, Germany, and Spain. In these
countries, the design and management of
innovation policy is becoming increasingly
complex with the strong interplay between
federal and devolved administration being
required. The German system (European
Trend Chart on Innovation 2001h) gives a
predominant role to the federal ministries
(BMWi — Ministry of Economic Affairs)
and BMBF (Ministry of Research), which
provide both a strategic orientation to
R&D and innovation policy and fund
directly or through state banks innova-
tion and industrial research in enterprises.
Nevertheless, as with other federal states
there is an increasing division of labour
between the federal government and the
Länder (Federal States) in launching policy
initiatives and financing R&D and inno-
vation policy. In Spain (European Trend
Chart on Innovation 2001e), the role of
the autonomous communities (regions) in
supporting innovation has increased over
the last few years. Belgium is an extreme

case, with a completely decentralised sys-
tem in which the regions have full autono-
my for the design and implementation of
almost all aspects of innovation policy
(European Trend Chart on Innovation
2001i).9 This results notably in the two main
regions, Wallonia and Flanders, having fol-
lowed different options as regards innova-
tion-policy management: a ministry-led
innovation policy for the former; and an
autonomous agency for the latter. 

The distinction between “centralised”
and “decentralised” models is becoming
increasingly blurred, as formally strongly
centralised states such as the United King-
dom have devolved powers, including those
for innovation, to the parliaments and gov-
ernments of two of its constituent coun-
tries (Scotland and Wales) and to a lesser
extent to the regional development agen-
cies in England (European Trend Chart on
Innovation 2001a). 

The third aspect concerns the way in
which governments in the EU take into ac-
count the needs to co-ordinate policy and
to incorporate the broader viewpoints of
business and society into its design. Minister-
ial co-ordination structures and indepen-
dent advisory bodies are the main instru-
ments in place to meet this challenge.
Finland is a particular case where the
Council of Science and Technology plays a
key role in both policy co-ordination and
the creation of an inclusive policy design
process (European Trend Chart on In-
novation 2001c). The remit of the former
Science Council was extended to include
Technology in 1987. The Council, chaired
by the Prime Minister, is composed of
seven ministers and ten representatives of
interested organisations (TEKES, industry,
employers and employees organisations).
Its main function is to direct science and
technology policy through triennial poli-
cy documents, which include statements
on the allocation of funds. The latest is the
2000 review on the “Challenge of Know-
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ledge and Know-how”; while as early as 1993
it issued a policy document on “Towards
an innovative society — a development
strategy for Finland”. 

In most other EU member-states,
with Greece appearing to be an exception,
similar structures exist but their actual
influence on the policy-making process is
seldom as important as in Finland. In Ire-
land (European Trend Chart on Innovation
2001d), for instance, an inter-departmental
committee on science and technology an-
nually reviews expenditure across depart-
ments and makes proposals to the Cabinet
Committee on Science, Technology and
Innovation. The Irish Council for Science,
Technology and Innovation (ICSTI) has
also been established to offer advice on the
strategic direction of policy by inputting
into the work of the inter-departmental
committee. 

In the United Kingdom, the system is
more diffuse as the government seeks and
receives policy advice from a diverse array
of committees and advisory groups (Europ-
ean Trend Chart on Innovation 2001a).
These are located at various levels of the
governmental system, from cabinet level,
through parliament and departmental lev-
els, down to the various ad hoc and stand-
ing committees (official and unofficial).
This advice is further supplemented by a
number of non-governmental bodies and
interest groups, for example, the Confe-
deration of British Industry.

In the federal countries Germany, Spain
and Belgium, in addition to national adviso-
ry councils, there are regional committees
and committees bringing together the fed-
eral authorities and the regional govern-
ments (the Bund-Länder Konferenz in Ger-
many, the General Council on Science and
Technology in Spain and the Inter-Ministerial
Conference on Science Policy in Belgium).
The role of such bodies is to co-ordinate the
research and innovation policies of the dif-
ferent levels of government.

Behind similarity in titles, Science-
Technology and Innovation Councils, have
in practice a very different emphasis on
innovation, and very different member-
ships. In extreme cases, only science poli-
cy is in focus and therefore the influence
on innovation is likely to be minor. The
composition and mission definition of
those Councils are therefore important
determinants of their actual influence on
innovation policy-making.

Apart from the establishment of Coun-
cils, several member-states have also set
up co-ordination structures to cope with
the transversal dimension of innovation,
in the form of ad hoc or permanent working
groups. In France (European Trend Chart
on Innovation 2001g), for example the wide-
spread exercise of Assises de l’Innovation at
the end of the 1990s was an occasion to
develop lateral communication not only
between ministries, but also between the
main actors of the national innovation
system. Thus, another distinction can be
made between those countries that have
established co-ordination and consulta-
tion structures on a permanent basis, and
those that have developed them in the
framework of specific operations, limited
in time.

This brief overview of various aspects
of innovation policy governance shows
the diversity of models at work in Europe.
On the basis of EU experience, there is no
one-fits-all “system of innovation gover-
nance”. Good practice (European Com-
mission 2001b) in this area will always be
context-dependent, notably with regard
to the institutional structure of the coun-
try, the conception prevailing about state
intervention in the economy, collabora-
tion practices and culture in public organ-
isations and in wider society, the tradition
of social dialogue. Nevertheless, from the
perspective of the central question of this
article as to how candidate-countries can
draw on the experience of EU partners and
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catch-up in policy terms, some common
features are worth highlighting:

— There does seem to be a preference
for providing a clear remit and mission to a
lead ministry or government department
for industrial, technology and innovation
policy objectives. Such a feature would
indeed ease the need for lateral thinking
in innovation policy. However, this is only
effective if the lead ministry effectively
covers the whole range of areas falling
under innovation policy, or develops oper-
ational links with other ministries in
charge of them so that the innovation pol-
icy exploits maximum synergies.

— There is a general separation of com-
petencies between the bodies responsible
for innovation/industrial research policy
and those for education and fundamental
research. At the same time, a major part of
recent policy debates in the EU is about
building or strengthening bridges between
scientific research and the exploitation of
such research in the enterprise sector.

— The regional or local level is increas-
ingly important in the design and imple-
mentation of innovation policies in the
EU. This reflects both a general trend to
decentralisation in many countries but
also a recognition that proximity matters
in delivering effective policies to, in par-
ticular, smaller enterprises.

— The existence of inter-ministerial co-
ordination mechanisms and consultative
instruments play a key role in policy devel-
opment, co-ordination and strategic evalua-
tion of policies in most EU member-states.

State-of-play of 
Innovation Policy in
Candidate-countries

This section seeks to summarise
the level of development of innova-
tion policy in the thirteen candi-
date-countries. In order to avoid a

purely descriptive approach, and with a
view to trying to provide a response to the
question of the link between the level of
economic development and the capacity
to implement an innovation policy, a sum-
mary index has been conceived. Table 1
summarises the state of play in the candi-
date-countries regarding innovation poli-
cy developments using three indexes:

— The first provides an indication of
the level of innovation performance,
using the score attributed to each candi-
date-country by the Index of Innovative
Capacity proposed in the latest Global
Competitiveness Report (Porter and Stern
2002).10 This index is the sum of four sub-
indexes reflecting various aspects of a
country’s innovative potential.11

— The second column attributes a score
to each country in terms of its level of pol-
icy development, what could be called the
“explicit policy framework”. The criteria
used here are the stage of development of the
policy framework (from no-recognition
of innovation through to a government-
approved policy document, annual pro-
grammes), stability of the framework (are
there competing policy documents from
science and innovation perspectives, or
frequent changes to the policy frame-
work); and longevity (initial date when in-
novation policy was placed on the agenda).

— The third column provides a score
in terms of actual policy delivery: schemes
or programmes in favour of innovation.
This score can be taken to represent what
could be termed the “implicit policy frame-
work”. Put simply, the existence of a poli-
cy document does not necessarily guaran-
tee that funds will be made available for im-
plementation; equally, programmes or ini-
tiatives can be delivered without a “law” or
government policy framework.

The two policy-related indexes are clear-
ly subjective: scoring is based on a cross-
country analysis of the European Commis-
sion studies mentioned above, as well as
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the on-going policy benchmarking work
undertaken through the Innovation Trend
Chart project of the European Commis-
sion. 

The remaining columns are of a more
descriptive nature and attempt to sum-
marise the “governance system” as dis-
cussed above in the case of the EU. Three
aspects in particular are examined:

— The dominant players in policy
development at the executive level: is
there a “bi-polar” system common to some
EU member-states where both the min-
istries of science and the economy have
responsibilities in innovation policy or
does one of these two types of ministries
dominate?12

— The existence of one or more
implementing agencies and their main
mission (enterprise or small business poli-
cy, technology/innovation, science fund-
ing) can be a guide to the capacity of a
country to effectively deliver policy (par-
ticularly with a view to the future use of
EU Structural Funds in support of inno-
vation; where a management agency is
required that can produce audited ac-
counts).

— The existence and nature of co-ordi-
nation mechanisms for innovation policy.

The first three columns in Table 1 sug-
gest there is a positive relationship between
the innovation performance indicators
and the two policy performance indicators.
Two out of three (Estonia and Hungary)
of the leading countries in terms of per-
formance also fare best in terms of policy
(European Trend Chart on Innovation
2001l; 2001m). Thus, progress in the
development of policy seems to be related
to the degree of innovativeness in the
economy. In itself, this is not a particular-
ly useful conclusion since it does not tell
anything about the direction of causality.
An exception is Turkey’s good perfor-
mance in terms of policy development and
delivery compared with its worse score in

innovation performance (European Com-
mission 2002b). This result can be explain-
ed by other factors not captured by the
indicators, such as political and macro-
economic instability leading to an un-
favourable environment for enterprises.
A group of Central and Eastern European
economies come in second place, per-
forming relatively well in terms of innova-
tion performance but lagging somewhat
in terms of innovation policy, namely: the
Czech Republic, Slovenia, Slovakia and
Poland (European Trend Chart on In-
novation 2001o; 2001p; 2001r; 2001s). The
other candidate-countries are all further
behind, although Cyprus and Malta show
an average degree of policy maturity (Euro-
pean Trend Chart on Innovation 2001t;
European Commission 2002b).

The three leading countries (Estonia,
Hungary and Turkey) which have adopted
a relatively well-defined policy framework
and begun to implement adequately-funded
multi-annual programmes have each taken
a different path to attaining a degree of pol-
icy sophistication. Hungary has long been
considered a precursor amongst Central
and Eastern European countries in terms
of developing and implementing an inno-
vation policy (European Trend Chart on
Innovation 2001m). Until the end of 1999,
the National Committee for Technological
Development (OMFB) interacted strongly
with EU agencies such as NUTEK(Swedish
Business Development Agency)13 and cre-
ated a broad range of programmes target-
ed at research, technology development
and innovation. However, as Havas argues
in this volume, while the absorption of the
OMFB into the Ministry of Education
does not, so far, seem to have altered the
number of policy initiatives, funding lev-
els are dropping and only a couple of the
existing schemes are focused specifically
on supporting systemic improvements.
Moreover, Havas is broadly critical of the
loss of the co-ordination function played
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Table 1: State of Play of Innovation-policy Developments in Candidate-countries

Czech 21.3 2 3- Bipolar Ministry Council — 
Republic Science

Estonia 21.2 3+ 3+ Bipolar Agency Council — 
(Technology) Innovation

Hungary 21.1 3 4- Dominant — Ministry Council — 
Min. Science Science

Slovenia 20.4 2 3 Dominant — Ministry / Council -
Min. Eco Agency (SME) Science

Slovakia 20.0 1 3- Bipolar Agency Council — 
(Science, SME) Science

Agencies Inter-
Poland 19.6 3 3- Bipolar (Science, ministerial

Enterprise) approach

Lithuania 19.2 2+ 3 Bipolar Agency Council — 
(SME) Business

Latvia 18.5 3 2+ Bipolar Agency Council — 
(SME) Science

Turkey 17.8 4 4 Variant — Agencies (Science, Council — 
Science technology, SME) Science

Bulgaria 16.8 2 1+ Bipolar Agency (SME) None

Romania 16.3 2 3 Dominant — Ministry Inter-ministe-
Min. Science rial approach

Malta n.a. 1 1 Dominant — Agency (SME) Council — 
Min. Science Science

Cyprus n.a. 2 2 Dominant — Agency Inter-ministe-
Min. Eco (Technology) rial approach

Notes to Table 1: Innovative Capacity Index: This index was developed in (Porter and Stern
2000). It measures national innovative capacities in developed and emerging economies on a
progressive scale ranging from a score of 11 (lowest innovative capacity) to 30 (highest inno-
vative capacity). Policy maturity score: 1 = Absent (innovation not recognised as a policy issue);
2 = Infancy (development of policy documents); 3 = Unstable (competing policies, regular
changes to policy); and 4 = Mature (Policy framework in place for at least 2 years). Policy
delivery score: 1 = No implementation; 2 = Projects or infrastructural initiatives; 3 = Ad hoc
implementation of support schemes (budgetary problems); and 4 = Multi-annual programmes
operating (2 years or more). Pluses and minuses for the two policy indexes are an indication of
recent trends. For example, 3+ for Estonian policy delivery indicates that this country is mov-
ing from ad hoc schemes towards multi-annual programmes but that these have not yet reached
the 2 years of operation required by the next category. N.a. indicates that information is not
available.
Sources: Reid et al. (2002) and European Commission (2002b).

Innovative Policy Policy Executive Delivery (type of 
Capacity maturity delivery level system agency) Co-

Index ordination
mechanisms 

Country
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previously by the OMFB, which has been
transformed from a high-ranking inter-
ministerial body to a department of a sin-
gle ministry.

Turkey is a case apart having a long his-
tory of science and technology policy and
agencies in place to deliver policy for sev-
eral decades (Reid et al. 2002). A greater
focus on “strengthening national innova-
tion systems” has however come through as
a key message in the context of the most
recent planning period. 

At the other end of the spectrum, per-
haps not surprisingly, can be found coun-
tries such as Bulgaria, Romania and the two
other Baltic states. Bulgaria (European
Trend Chart on Innovation 2001v), in par-
ticular, is at a stage of policy development
in 2002 that can be most kindly consid-
ered as being five years behind other can-
didate-countries. Romanian policy remains
dominated by the reorganisation of public
research and “infrastructure” type devel-
opments although a number of more in-
novation-oriented programmes have been
launched (European Trend Chart on In-
novation 2001y). The two Mediterranean
islands are both faced by scale issues in
developing a research base and by serious
problems in terms of the competitiveness
of their local industries. Policy responses
are at best partial and focussed on “miracle
cures” (high-tech incubators in Cyprus,
ICT — information and communication
technologies — in Malta) while broadly
ignoring innovation in existing manufac-
turing companies (Musyck and Reid 2000).

The Czech and Slovak Republics ap-
pear to share a common historical path on
which the dominance of science and re-
search lobbies leaves little room for initia-
tive in the field of business (applied or
industrial R&D) innovation.

Latvia and Lithuania are both in broad-
ly similar positions: the 2000-2002 peri-
od saw the development of innovation
policy documents, in both cases with the

objectives closely matching EU-level poli-
cy declarations on innovation (European
Trend Chart on Innovation 2001x; 2001z).
It is thus likely that they will follow the
path of their Baltic neighbour Estonia in
beginning to implement a number of more
important programmes. However, at the
current time the funding available for busi-
ness R&D or innovation is minimal and
most initiatives are infrastructure-related
(tech parks, centres).

The following picture emerges from
the last three columns of Table 1, dealing
with the modes of innovation governance
in candidate-countries. The bipolar model
(role for both the ministries of science
and the economy) tends to be the majori-
ty model of decision-making, as is the
case in EU countries. As long as the remit
of each ministry is relatively clear and the
intervention logic for programmes or ini-
tiatives well thought out, this may favour
a system of checks and balances where both
sides of the science-innovation scales
receive equal weight. However, in the can-
didate-countries the division of responsi-
bilities is often not as clear-cut and the
views and opinions of ministries of educa-
tion, supported by the still powerful
“Academy of Science” lobby, often holds
sway. Co-ordination failures are apparent
with competing policies being developed
by different government ministries or
agencies (“science vs. industry”); and even
when the government adopts policy doc-
uments they too often depend on the
unlikely scenario of several line ministries
allocating financial resources to a policy
of another ministry.

In four (Hungary, Malta, Romania and
Turkey) out of thirteen countries, a min-
istry of science effectively has responsi-
bility to frame policy in the field of sci-
ence, technology and innovation, but
with the emphasis on the former. Only in
Cyprus and Slovenia does a ministry of
the economy (industry) clearly play a lead-



ing role in framing technology and innova-
tion policy.

As far as the delivery of innovation
policy is concerned, the situation is similar
to that in the EU: the governments of can-
didate-countries are divided as to whether
an innovation or technology agency auto-
nomous from a ministerial structure is a
necessary instrument. In terms of agen-
cies for implementing policy, only in
Cyprus, Estonia (to be discussed separate-
ly later in the article) and Turkey do agen-
cies or foundations exist which have a
dedicated mission to provide financial
support to industry in the fields of tech-
nology and innovation. In Hungary, an ex-
isting agency was re-absorbed into the
executive branch as the R&D division of
the Ministry of Education. Plans for an
innovation agency in Slovenia were not
implemented due to a lack of funding. In
the other countries, the main support to
enterprises is provided by the develop-
ment of SME agencies none of which has
a specific remit for providing funding or
support related to innovation matters.

Finally, advisory and consultative mec-
hanisms in the field of innovation are few
and far between, with policy debates in
most of candidate-countries failing to
include a broad enough set of stakehold-
ers, particularly from business. Co-ordi-
nation and consultative mechanisms, par-
ticularly those involving business inter-
ests, are weak or non-existent in all but four
of thirteen candidate-countries. Estonia,
Lithuania, Malta and Turkey are the ex-
ceptions where institutions exist in which
business interests are represented in de-
bates on science, technology and innova-
tion. From this type of qualitative analy-
sis, the conclusion might be that to devel-
op a strong innovation policy a country
needs to be more innovative; a clear vari-
ant on the chicken-or-egg type question!
In the next section, the issue of whether
policy “catching up” is possible will be exam-

ined in more detail. First, however, a short
case study of one of the leading candidate-
countries, Estonia, in terms of innovation
performance and policy, is sketched out in
order to underline some of the difficulties
in drawing hard and fast conclusions in
terms of policy learning.

Estonia — ACase Study in
Developing Innovation Policy
Estonia is one of the smallest candi-

date-countries in population terms. It
started out slightly later than the Central
and Eastern European candidate-coun-
tries on the road to transition since it only
gained its independence in 1992. For a
large part of the 1990s it adopted an
almost pure “free-market” approach to
economic development with little state
intervention in the economy. However, by
1999, it became apparent that this ap-
proach was unable to overcome some of
the broader systemic weaknesses of the
economic system. Although growth of
both gross domestic product (GDP) and
productivity has been strong, this has been
driven essentially by foreign direct invest-
ment (Estonia holds the highest percent of
FDI stock to GDP of candidate-coun-
tries) and productivity gains have been
realised through restructuring by capital
investment rather than organisational and
technological changes. Although there has
been some inter-sectoral shift in the struc-
ture of the economy (away from primary
and manufacturing sectors towards ser-
vices), the result of this capital deepening
(increase in the capital-labour ratio) in
terms of employment has been a worsen-
ing unemployment rate. 

Innovation policy in Estonia only real-
ly began to develop after the significant
economic shock provoked by the finan-
cial crisis in Russia in the second half of
the nineties (European Trend Chart on
Innovation 2001l). The shock particularly
affected more traditional and domestical-
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ly-oriented industries notably the food-
stuffs industry (fish-processing, milk
products), while construction and other
domestically-oriented economic sectors
also declined. Other industries, more ori-
ented to the West, suffered less. The
result in many cases was either bankrupt-
cy or a takeover by foreign investment.
This has resulted in an economy split
between relatively competitive larger for-
eign-owned firms, in both manufacturing
and services (e.g. banking), vs. smaller
domestically-focussed firms and sub-con-
tractors.

The first Community Innovation Survey
carried out in Estonia in 2001 (covering
the 1998-2000 period) underlines the
challenges facing Estonia to achieve real
catching up with the EU average. While
some 36 percent of firms (see Table 2)
indicated that they were innovators, the
survey tends to confirm the standard find-
ing at EU level that the larger the number
of employees or net turnover, the higher
is the probability that the enterprise is
innovative. However, the number of inno-
vative smaller enterprises (those with less
than 20-49 employees) is particularly
small (some 13 percent below the EU aver-
age). Similarly, the fact of whether a com-
pany belongs to a group (or concern) is a

significant factor in influencing innova-
tion performance in Estonia — just 29.6
percent of firms not belonging to a con-
cern declaring themselves innovators,
while over 51.4 percent of firms belonging
to a concern are innovators. 

Foreign equity investments in Estonian
firms also appear to be a key factor in in-
fluencing innovative performance — firms
with foreign equity being 1.5 times more
innovative than those without foreign equi-
ty — and the effect on innovation appears
to be correlated to the degree of owner-
ship (rising to 51.3 percent for 100 percent
foreign-owned companies). The orienta-
tion of firms between national versus export
markets also clearly makes a difference,
although the main distinction is between
those firms which export and/or serve the
entire national market (both groups report-
ing about 39 percent of innovators) vs.
firms serving only part of the national mar-
ket or limited parts of neighbouring coun-
tries (within a 50 km radius). The latter are
clearly less innovative. 

The “Russian crisis” provoked a recog-
nition that economic growth was unsus-
tainable based as it was on low-cost sub-
contracting exports, and that Estonia ne-
eded to create a more innovative, technol-
ogy-rich and research-intensive economy
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Table 2: Preliminary Results of the CIS3 Survey in Estonia (2002)
Type of company Share of innovators 

in percent, 1998-2000

Innovators 35.7
Real innovators (est. before 1998) 33.2
With innovation expenditure in 2000 28.5
No. of employees
10-19 27.6
20-49 36.2
50-99 45.2
100-249 54.5
250+ 75.4
Not belonging to a concern 29.6
With foreign equity 46.7
Source: Estonian Statistical Office (unpublished report). 



if high productivity and growth rates were
to be achieved over the medium term. As
of 1999-2000, policy-makers began to
adopt the term innovation and highlight
role models to follow (for instance, the
President of the Republic talked about
the need to find an “Estonian Nokia”).
This led to several strategic reforms,
notably influenced by an evaluation of the
innovation system (Hernseniemi 2000),
in policy-making structures, especially: 
— the reorganisation of the R&D Council
(an advisory body to government) with the
creation of an Innovation Policy Commit-
tee (to advise on the programmes and poli-
cies of the Ministry of Economic Affairs)
and dominated by business; 
— the dissolution of the Estonian In-
novation Foundation (which had provid-
ed grants and loans to innovators during
most of the 1990s but which remained
sub-critical in terms of funding and some-
what non-transparent in its operations)
and its replacement by the Estonian
Technology Agency (which is a functional
division of the large Enterprise Estonia
Foundation regrouping all business support,
inward investment etc. services), reflect-
ing a broad view on innovation; and
— the continued development of capacity
within the Ministry of Economic Affairs
with a four-person innovation and tech-
nology unit which has received policy
advice support through EU Phare14 funding
and whose members participate actively
in EU policy-benchmarking events such
as Trend Chart.

A noteworthy aspect of this reorgani-
sation is the intelligent use of expertise
from neighbouring Nordic countries, in
particular Finland. The director of strate-
gy of TEKES acted as a permanent advi-
sor to the Ministry of Economic Affairs
and the new ESTAG (Estonian Technology
Agency)15 management during the first six
months of its life, participating actively in
strategy development and advising on the

design of initial funding schemes for
applied research and product develop-
ment, including their operational aspects
(application forms, procedures for selec-
tion) which were transposed from the
TEKES experience.

In the space of three to four years, by
Summer 2002 innovation policy develop-
ment in Estonia had progressed rapidly
(European Trend Chart on Innovation
2002c). A scheme in favour of profession-
al research-industry interface structures
and research commercialisation services
was launched in early 2002, a Competence
Centre scheme was expected to be opera-
tional by the Autumn of 2002 aimed at
creating strategic research consortiums
involving industry and science; and plans
for an innovation awareness and a man-
agement programme to be launched in
2003 are advancing. 

Moreover, for the first time EU Phare
funding is going into investment projects
in the field of research and innovation,
notably a biotechnology development and
incubator centre in the university town of
Tartu and for the preliminary development
phase of the Tallinn Technology Park. The
prospect of receiving Structural Fund sup-
port as of 2004 has encouraged the Ministry
of Economic Affairs to undertake an ap-
praisal of its current policy during the sec-
ond half of 2002 with the assistance of
international experts whose mission cov-
ers the full spectrum of classic business
support measures and R&D and innova-
tion schemes. 

The Estonian example suggests that,
where a sufficient consensus exists at polit-
ical level that R&D and innovation are
crucial for the future development of a
country, rapid changes can be made to
long-standing policy positions and insti-
tutional “sea-changes” can occur. However,
even in this positive case, while the clear
government objective is to increase the
overall intensity of business expenditure

Journal of International Relations and Development 5(December 2002)4

369

Learning

Innovation

Policy in a

Market-based

Context: 

Process,

Issues and

Challenges

for EU

Candidate-

countries



on R&D and innovation activity in firms,
innovation policy remains largely focused
on supporting “high-tech” developments,
creating new technology-based firms and
increasing the potential of universities
and research institutes to commercialise
research and collaborate with industry. A
funding system modelled on “best prac-
tice” in the EU has been created but the
client base remained restricted to less
than 50 companies in its first 18 months of
operation. The gap in the innovation sys-
tem does not relate to the design of policy
measures but to the skills, competence
and awareness within existing manufac-
turing companies to begin to take the first
vital steps up the staircase of “innovation
competence”. This is compounded by a
dearth of “innovation intermediaries” from
either the public or private sector and the
mistrust of “public agencies” within the
private sector.

Is “Policy Catching-up”
Possible for Candidate-
countries?

The main message in the preceding
section was that innovation policies
in the latter countries are still in
their infancy, although the recog-
nition of innovation as a valid poli-
cy target is growing. After the collapse
of the centrally-planned economies at the
end of the 1980s, urgent needs and a heavy
agenda have mobilised all policy resources
towards setting up the main conditions
for functioning market economies: the
privatisation of public enterprises and
creation of a private banking sector; eco-
nomic and monetary policies for stabilis-
ing the main macroeconomic indicators;
setting up a transparent and favourable
fiscal framework etc. When this has been
achieved to a sufficient degree, the possi-
bility has opened for considering other

policy areas, such as innovation, as policy
targets.

In the candidate-countries, at the begin-
ning of the new century elements of an
innovation policy exist in one or both of
the two forms below: 
— policy declarations and broad econom-
ic development programmes encompass-
ing, more or less explicitly, the notion of
innovation as a driver of economic growth
(the “explicit” part of innovation policy, as
referred to above); and/or
— series of policy instruments that can
play a role in innovation promotion, such
as technology centres, business support
agencies, mobility schemes, supply-chain
promotion measures etc. (the “implicit”
part).

What is missing, however, is the link
between the two so that policy instru-
ments, taken together, would play a clear
role in addressing the weak nodes of
national innovation systems. Broad policy
goals need to be transformed into opera-
tional policy approaches and instruments
and, conversely, publicly-funded struc-
tures or programmes need to be calibrat-
ed so that, seen together, they contribute
to the fulfilment of general policy goals.
This challenge is not specific to candi-
date-countries but is a more recent one
compared to EU member-states since
many innovation-related policy declara-
tions and instruments were adopted in
recent years or are still in preparation in
the former. One element that seems to be
specific to a number of candidate-coun-
tries is the distance between policy inten-
tions, as expressed in broad governmental
programmes, and actual policy-making,
notably because of a lack of funding.

The question therefore arises if and
how the candidate-countries, as latecom-
ers in the innovation policy field, can learn
from the greater experience gained by EU
member-states in developing and imple-
menting their innovation policies. The
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response to this question can be positive
provided that a great deal of policy intelli-
gence is put at the service of this endeav-
our. The analysis of EU innovation poli-
cies can inform the development of such
policies in candidate-countries because a
lot of experience has accumulated, but
there is no such a thing as an acquis commu-
nautaire in innovation policy simply since
there are no uniform practices in the mat-
ter that can serve as an univocal reference
to be transposed in any national context. 

Two sets of reasons help to explain this
problem. First, the role of innovation policy
is to compensate for market and systemic
failures in national innovation systems, and
these take various shapes, and are charac-
terised by different strengths and weak-
nesses: to take extreme cases, goals and
instruments to promote innovation cannot
be the same in a technology-advanced
country like Finland or in a catching-up one
like Portugal. The argument is also valid for
less extreme cases if account is taken of the
importance of human capital assets, avail-
ability of finance, strength of entrepreneur-
ial spirit, academic-industry collaboration
traditions etc. Each country will show a
unique combination of these crucial factors
for innovation, which call for an appropri-
ate and unique policy mix for innovation
policy.

Second, there is as yet little indication
in the EU as to whether the policies actu-
ally at work are efficient: innovation per-
formance can be measured or, at least,
proxies of this performance are comput-
ed, a limited number of individual policy
instruments (e.g. R&D tax credits) are
evaluated, but there is no reliable assess-
ment of the efficiency of innovation poli-
cies taken as a whole. Thus, learning from
experience accumulated in the EU could
be an excellent thing to do for candidate-
countries willing to leapfrog stages of
development of their own innovation
policies, but it might be dangerous if it

leads to a sort of neo-colonialism, where-
by EU countries would offer “role mod-
els” that are copied by candidate-coun-
tries wishing to catch-up in this area. For
the two reasons mentioned above, there is
no “best practice” available and therefore
the task needs to be more subtle.

The very popular concept of “bench-
marking” can help us in discussing how
candidate-countries can learn from inno-
vation policies in EU countries. A mecha-
nistic approach to benchmarking innova-
tion policies would involve comparing
one specific innovation policy to a “best
practice”, examining the features of the
latter and transposing them to the former
case. The main problem with this
approach is that, as mentioned above, any
innovation policy is context-dependent
and therefore there is no fit-for-all best
practice policy. Even identifying context-
dependent good practices is fraught with
difficulties because of the multiplicity of
variables that need to be taken into
account to ascertain the “good practice”
character of an innovation policy: frame-
work conditions, economic development
drivers, institutional settings, social capi-
tal etc. This is why scholars from the EU
involved in innovation policy benchmark-
ing have developed a softer notion of
benchmarking, based on “learning-by-in-
teracting” processes rather than on a “bor-
rowing from best practice” notion (Lund-
vall and Tomlinson 2000; Tomlinson and
Lundvall 2001). In this approach, an ex-
change of experiences takes place between
policy-makers, who are then pushed to
analyse and investigate their own policy
practices in the light of the “mirror”
offered by practices deployed elsewhere.
No best practices are found, but lessons
from successful foreign policy approaches
are incorporated in the policy thinking of
the country undertaking the benchmark-
ing exercise. This kind of process is cur-
rently tested under the Innovation Trend

Journal of International Relations and Development 5(December 2002)4

371

Learning

Innovation

Policy in a

Market-based

Context: 

Process,

Issues and

Challenges

for EU

Candidate-

countries



Chart project of the European Commis-
sion, a project aiming at gathering better
insights and supporting more adapted
policy approaches to foster innovation in
Europe. Until the beginning of 2002, this
project had mainly involved EU countries
in the benchmarking exercises, but the
candidate-countries are also being pro-
gressively integrated. 

Necessary Conditions for
the Relevance and
Usefulness of Innovation
Policy Benchmarking
Several general conditions are needed

for such a “learning-by-interacting” bench-
marking exercise to bear fruit in the candi-
date-countries. First and foremost, the
whole exercise should start from a deep
understanding of the state-of-play of in-
novation in the country to be benchmark-
ed. Properly assessing the features of the
innovation system and their trends is need-
ed if one wants to know the questions for
which answers are to be searched. To this
end, innovation surveys can play a role but
these should be complemented by more
systemic analyses of the environment for
innovation, drawing, e.g. on the experiences
gained in the RITTS (Regional Innovation
and Technology Transfer Strategies) and
RIS (Regional Innovation Strategies) ex-
ercises to identify overlaps and gaps in
innovation-support systems. The other
articles in this issue quite clearly show that
this varies country by country. Besides this
diversity, a number of common challenges
are specific to the candidate-countries in
transition because of the legacy of the past
system. These have been alludet to in the
preceding section of this article, namely:
the lack of entrepreneurial culture, the
unfamiliarity of company managers with
modern management techniques, the lack
of risk capital, the crucial role played by
foreign investors in bringing in new knowl-
edge and openness to global changes. Any

comparison with EU innovation policies
should bear in mind that the above factors
are likely to be more central in the innova-
tion challenge than in the EU countries. 

A second condition for such an exer-
cise to bear fruit is the existence of a polit-
ical commitment to it. For this to happen
there must be a commonly agreed defini-
tion of innovation, differing from that of
R&D or technological development: this
is not yet the case in the majority of coun-
tries. Then, innovation must be accepted
as a valid policy target: again, this is gener-
ally not the case because of the domi-
nance of a free market ideology after the
collapse of the socialist regime. And poli-
cy-makers should recognise that the con-
tent and shape of policies are not straight-
forward and cannot be decided upon by
resting solely on internal views or domes-
tic experience. Learning-by-comparing will
only make sense if those who take deci-
sions on policy options are themselves
involved in the game. Leaving it to experts
will reduce the chance to see the conclu-
sions translated in real policies: findings
need to be moulded with the reality of
policy-making conditions and this can
only be done by policy-makers them-
selves. Many elements beyond the scope
of experts’ knowledge intervene here: the
natural inertia of policy systems, the broad
trade-offs that need to be made at the polit-
ical level among various society choices,
the budgetary funds available etc. It should
also be mentioned here that benchmark-
ing own policies has a cost which needs to
be met by public authorities.

A third condition is that of co-ordina-
tion of policy efforts. As discussed above,
innovation is a multi-facet activity. Thus, in-
novation policy should reflect this through
the involvement of the various ministries
concerned. The key challenge of conduct-
ing a regulatory reform conducive to inno-
vation is a good example of the need for
such a co-ordinated approach.
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A fourth essential condition for the
relevance and success of policy-bench-
marking exercises is that sufficient ana-
lytical capabilities and creative thinking
are present in the ministries and agencies
involved in the game (on both sides — EU
and candidate-countries). The bureau-
cratic traditions in many candidate-coun-
tries and the associated poverty of cre-
ative skills in public administration can
indeed constitute important barriers to
fruitful benchmarking exercises. Even if
bright people are hired in ministries, they
also must have been given the “right to
think” rather than only the duty to carry
out missions decided above them. As an
example, one of the factors in Estonia’s
policy development has been the rejec-
tion of the generation over 40 leading to a
seismic shift in age structures of minister-
ial, and indeed business, hierarchies, with
young and fresh thinkers having “real”
power to take decisions. In fact, interna-
tional benchmarking can be very helpful
to push for more policy intelligence in
decision circles because it legitimates the
efforts paid to compare and draw lessons
from other experiences. Benchmarking
makes sense if it is embedded in continu-
ous efforts to compare, evaluate, experi-
ment and bring back lessons from experi-
mentation into policy-making.

A fifth condition is that of involving
stakeholders of innovation in the exer-
cise. The aim is to create an innovation
constituency, and not to be trapped into
vested interest groups. This is perhaps the
best way to investigate the various facets
of national innovation systems and bring
the complementary knowledge of various
actors into the policy-design process.

The last condition is a key one: benc-
marking without proper evaluations, from
both EU and candidate-countries’ policies,
is close to meaningless. It would amount
to comparing policy approaches and in-
struments without knowing their effects.

On the candidate-countries’ side, because
innovation policies are new many instru-
ments are experimental but the leading
candidate-countries (Estonia, Hungary and
Turkey) are all characterised by a recent
development in evaluation practice that is
absent in the other 10 candidates. It is
quite clear that being willing to call into
question the system and to appraise what
has been done is a vital part of policy learn-
ing and indeed increases the “policy com-
petitiveness” of leading countries.

Coming back to the previous discus-
sion, it is obvious that adequate gover-
nance structures at both executive and
implementation levels are of striking im-
portance for the successful conduct of
international innovation-policy bench-
marking. In fact, it is no coincidence that
the three most “policy advanced” candi-
date-countries have started to embark on
such a process, as mentioned already for
Estonia; Hungary has been maintaining
links with Austria and Sweden for a long
time, and Turkey with the World Bank, as
well as with British or German experiences.

Options for Innovation
Policies in Candidate-
countries

The inherent uncertainty of in-
novation precludes a “picking-the-
winner” strategy. Many Western gov-
ernments indeed slowly moved away from
such policies during the nineties and
instead concentrate on building favourable
conditions for innovation (OECD 2001).
But pure laissez-faire does not exist, even
in the most liberal countries. As Landa-
baso (2000) showed, contrary to popular
perceptions the number and size of pub-
licly-funded technology and innovation
programmes in the United States is impres-
sive. The candidate-countries, after a first
period of policies targeting liberalisation
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and macroeconomic stability, have come to
realise that market forces alone are insuf-
ficient to bring about renewal in industri-
al structure and competitiveness. The
case of Estonia illustrates this evolution
quite well. This opens the door to more
pro-active innovation policies, justified
by the need to correct system failures.

The biggest challenge for candidate-
countries is thus to find the right middle
way between tempting “picking the win-
ner” strategies (such as the already men-
tioned “finding their own Nokia in Estonia”)
and pure laissez-faire choices, which leave
a number of critical barriers in their inno-
vation systems unanswered. In between
these two extremes, policy options can be
identified that target the weak links in the
innovation systems of these countries.

As repeatedly argued, innovation policy
should be context-dependent and based on
a deep understanding of specific features of
the national innovation system. However,
this is not to say that nothing can be stated
about the general shape to be taken by
those policies. The introduction of this
article noted that research results from the
analysis of national innovation systems and
policies delivered the following messages:
STI (science, technology and innovation)
policies need to shift emphasis from sup-
port to knowledge creation (in public
research institutions or in R&D perform-
ing firms) and knowledge diffusion (by
developing bridging policies between sci-
ence and industry, through the develop-
ment of intermediaries etc.) towards more
attention to the development of learning
capacities in firms. 

In the case of candidate-countries, the
other articles in this issue show that inno-
vation weakness is not so much caused by
a lack of resources but by a lack of capa-
bilities to access existing resources and
organise them properly: R&D capacities
and human resources are generally fairly
developed when compared to countries

with a similar development level, but the
difficulty to exploit those resources for
globally competitive activities is the main
deficiency. As argued elsewhere, ‘such capa-
bilities are path-dependent ... but not pre-
determined, they can be learned, thus
widening the range of feasible innovation
opportunities affecting economic progress’
(Cooke 1998:8). Therefore, innovation
policies in candidate-countries should first
and foremost be policies that help firms
learn how to become more innovative.

What can these “learning-oriented”
policies consist of? The building of such
policy should take into account the fact
that most innovative companies in candi-
date-countries are involved in “innovation
without R&D” practices, that their main
difficulty is the lack of understanding and
experience with innovation, a legacy from
the previous regime with sheltered mar-
kets and low competitive pressures, and
that most innovative activity is concen-
trated in foreign-owned firms rather than
in domestic ones. Thus, a “demand-ori-
ented” policy portfolio could significantly
give priority to the following types of
measures and programmes:
— promotion of entrepreneurship;
— restructuring of education systems to
promote “learning to learn” capacities; 
— reduction of administrative and regula-
tory burdens on SMEs;
— raising finance for SMEs and risky
undertakings;
— promotion of lateral relationships
between firms through the use of business
services, co-operative practices, cluster-
ing; and
— use of FDI as an engine for cluster for-
mation; promoting horizontal and verti-
cal linkages around foreign-owned sub-
sidiaries.

In all these areas, many experiences have
been gained in EU member-states which,
if assessed, could be exploited in candidate-
countries.
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The above accent on demand stimula-
tion does not mean that supply-oriented
measures and technology diffusion pro-
grammes have no relevance, but that prior-
ities should shift from the latter to the for-
mer. As this point is valid for EU countries
too, the difficulty to benchmark policies
becomes evident: as this challenge of devel-
oping more “demand-led” policies is not
fully met in EU countries, candidate-coun-
tries do not have good models to copy in
this respect. Therefore, the benchmarking
exercise appears to be multilateral rather
than one-directional: as there is no overall
best practices, everyone can learn from
everyone (although in varying degrees).

Conclusion

Candidate-countries may leapfrog
stages of development in their inno-
vation policies if they are able to
integrate, from the start, the “mod-
ern” vision of innovation into their
policies. However, this cannot be done
properly without the proper innovation
governance system, for which some indi-
cations have been put forward earlier in
the article. If carefully carried out and if
proper conditions are present, policy bench-
marking can benefit candidate-countries
in building up their innovation policies
not so much because of the availability of
good practice experiences to be copied,
but because of more subtle effects: 
— the rise in learning and creative capaci-
ties that is needed as a pre-condition from
decision-makers involved in benchmark-
ing exercises;
— the strain put on the availability of ap-
propriate governance modes to conduct
benchmarking exercises;
— the legitimacy benchmarking could bring
to change things and combat natural iner-
tia caused by technological specialisation
along trajectories from the past, as well as

institutional stickiness; and
— the “mirror” effect occurring during
benchmarking, which helps identify stren-
gths and weakness of innovation systems
as well as innovation policy systems. 

On the contrary, copying instruments
popular in the EU countries or elsewhere,
without a good understanding of innova-
tion challenges, can generate a harmful loss
of public money that could be better ex-
ploited elsewhere. Examples of “cathedrals
in the desert” are not rare in EU member-
states, and candidate-countries have proba-
bly even fewer financial resources to com-
mit to such purposes. Such policy bench-
marking oriented towards the development
of innovation policies in candidate-coun-
tries can also point out problems and needs
in the EU, since evaluations and systemic
understanding of innovation policies are in
their infancy in the EU. The EU can offer
support for such improvements by offering
platforms (and funding) for various modes
of “learning” exchange between policy-
makers (workshops, studies, visits, people
mobility programme, virtual networks).
Better linkages with OECD (Organisation
for Economic Co-operation and Develop-
ment) work on the same issues would rein-
force the potential. Therefore, the main
argument is that candidate-countries can
catch up with innovation policy, not in a
mechanistic sense, but by improving their
policy-learning capacities, which in turn
demands appropriate innovation-policy go-
vernance.
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1 The definition of competitiveness adopted here is
that adopted by the European Commission “Com-
munication on Productivity: the Key to Competitive-
ness of European Economies and Enterprises” (2002:4,
note 2) namely a ‘a sustained increase in real incomes
and in the standard of living with jobs available for
all those who wish to find employment.’
2 Key elements of this approach are: the recognition
of innovation as something different from R&D and
technology transfer; the acknowledgement that firms
do not innovate in isolation and the consequent im-
portance of networking and clustering as new organ-
isational modes; the key role played by organisations
(such as training and R&D organisations, intermedi-
aries, service companies) in the innovation processes
in firms; the search for a balance between knowledge
creation, diffusion and absorption capacities of the
system. 
3 Available at http://trendchart.cordis.lu/ (November
2002).
4 Cyprus, Czech Republic, Estonia, Hungary, Poland
and Slovenia. The second study, due to be completed
in 2003, covers Bulgaria, Latvia, Lithuania, Malta,
Romania, Slovakia and Turkey.
5 References to country-specific trends, agencies or
policy documents, can be found in the country re-
ports of the Innovation Trend Chart project (avail-
able at http://trendchart.cordis.lu, October 2002).
This is also valid for descriptions in the next section,
i.e. for candidate countries.

6 See http://www.tekes.fi (October 2002).
7 See http://www.sitra.fi (October 2002).
8 See http://www.anvar.fr (October 2002).
9 See also http://www.belspo.be (October 2002).
10 The rankings obtained with this index are very
similar to those obtained in the draft version of the
Innovation Scoreboard produced under the In-
novation Trend Chart Commission project (still not
official at the time of writing this paper, but cf.
European Commission 2001a).
11 The proportion of scientists and engineers in the
workforce, innovation public policy environment
(effectiveness of IPR— intellectual property rights —
protection, ability to retain scientists and engineers,
size and availability of R&D tax credits for the private
sector), cluster innovation environment (sophistica-
tion and pressure to innovate from domestic buyers,
presence of suppliers of specialised research and train-
ing, prevalence and depth of clusters) and linkages
(overall quality of research institutions and availability
of venture capital for risky projects).
12 The generic terms Science and Economy are used
here but often the science ministry includes the
(higher) education portfolio; while the economic
affairs ministries are usually responsible for industri-
al policy and trade (macroeconomic policy including
fiscal policy usually being under the control of the
ministry of finance).
13 See http://www.nutek.se (October 2002).
14 The Phare programme is one of three pre-acces-
sion instruments financed by the EU to assist the 10
candidate-countries of Central and Eastern Europe
(Bulgaria, the Czech Republic, Estonia, Hungary, Lat-
via, Lithuania, Poland, Slovakia and Slovenia) in their
preparations to join the EU. See: http://europa.eu.int
/comm/enlargement/pas/phare/ (September 2002).
The three other candidate-countries (Cyprus, Malta
and Turkey) benefit from separate pre-accession fund-
ing.
15 See http://www.estag.ee (October 2002).
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