Institutions

On-campus lecture Pre-recorded presentations

Markku Sotarauta: On institutions (incl. introduction to the course) (88:45) / 13 James Robinson (2014) Why nations fail. TEDxAcademy. (18:33)
January / PDF

In 2024, James Robinson, Daron Acemoglu and Simon Johnson were awarded
the Nobel Memorial Prize in Economic Sciences for their comparative studies

on prosperity between nations.

How Singapore got so crazy rich (2024) Bloomberg Originals (7:99)
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https://youtu.be/jsZDlBU36n0?si=BeJwJ-c2qRLXBu1Q
https://youtu.be/YSMWN8VpY6A?si=6l56uiHBPQ23OvUM

Institutions and Innovation in Urban and Regional Development (hal.kajo.312)
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Innovation and innovation policy

Pre-recorded presentations Reading
Bill Aulet (2014) What is innovation (4:17) Schot, J. & Steinmueller, W.E. (2018) Three frames for innovation
- Widely used definition of the concept of innovation, very clearly explained policy: R&D, systems of innovation and transformative change.

Research Policy, 47, 1554-1567
Bill Aulet (2014) Varietes of innovation (4:29)

- Continues the introduction of the basics of innovation Sotarauta, M., Kolehmainen, J. & Laasonen, V. (2023) Evolving

innovation policy rationales in Finland. In Pekkola, E., Johanson, J-E.
Debate on mission-oriented innovation policy (2021) Druid Debate (82:07) & Mykkanen, M. (eds) Finnish Public Administration: Nordic Public
- A very topical debate on what we need innovation policy for Space and Agency. 197-214. Palgrave Macmillan

- Complements the article by Schot and Steinmueller
On-campus lecture

Markku Sotarauta: Innovation and innovation policy (xx:xx) / January 20 / PDF
- Supports the article by Schot and Steinmueller

Markku Sotarauta: Innovation and innovation policy continues (xx:xx) / January
27/ PDF
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How jaw bone was grown from fatty tissue
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IN THE LABORATORY

E The fat 1s broken into

single cells and stem
cells are separated by
centrifuge.

IN THE OPERATING THEATRE
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of fat is removed
from under the
patient’s skin
(containing around =

100,000 fatty tissue
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Stem cells are grown

and increased n
number in the
laboratory for some
two weeks.
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The finished bone and
the surrounding muscle
are removed together
with their blood
vessels. The bone is
fitted in place and the

A
The cells are attached to

The mesh mould is fitted
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blood vessels are 4
microsurgically
connected to the vessels
in the neck. Finally,
artificial roots arc made

for the teeth. )

inside the patient’s stomach

muscle. In some six mounths,

the contents ossify and are
filled with blood vessels.

The lumpy porriadge - <

like material 1s placed
into a mould made of
titanium mesh and
shaped according to the
patient’s upper jaw
bone.

a granule-like
biomaterial which
dircets them to
differentiate into bone
cells.
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Traditional Biotechnology VS Stem Cell Value Chain/Development Chronology in California (Martin Kenney)
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The basic tenets of innovation policy and innovation systems
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Joseph Schumpeter: The Father of Innovation Studies

The primary point of his work is that
capitalism is to be understood as an
evolutionary process of continuous
innovation and creative destruction

He argued economic change revolves
around innovation, entrepreneurial
activities, and market power
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Ingredients of economic
development

* Human capital

* |nnovation — research and
development

e Distance from markets
* Infrastructure

* Spatial effects

https://www.globalinnovationindex.org/UploadedFiles/Indepths
/Files/Indepths_48eb307c08434750a0b4ecaf49fb3697.PDF

Gll score

20

Innovation
achievers

Innovation
leaders

Innovation underperformers
relative to GDP

® Efficient innovators
@ Inefficient innovators

102,400

6,400
GDP per capita in PPP$ (logarithmic scale)

25,600

Finland



Innovation and related studies tell us about

Big ideas underpinning regional development Joseph Schumpeter primarily

developed his ideas to apply to private-

sector entrepreneurs but the use of his
theory and ideas have expanded.

The social side of various production systems

Learning, interactions and regional cultures
An innovation displaces older products,

Evolutionary dynamics of regional

_ . services or processes and thus leads to
development and related innovation systems

creative destruction.

Knowledge foundations of (regional) cultures
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Very basics Innovation seeks to reorder society

Innovation = something new + implemented
+ value added (Stdhle & Sotarauta 2003; Schumpeterian view)

Innovation policy is actions by public organisations
that influence innovation processes (edquist 2008)

Innovation system consists of interacting private
and public firms, universities, and government
agencies aiming at the production of new
knowledge and exploitation of it (freeman 1989)

Photo by Matt Ridley on Unsplash



Generations of innovation policy (framings)

1. R&D & Regulation, technology push (1950s ->)
2. National systems of innovation (1990 ->)

3. Transformative innovation policy (mission—oriented) (emerging)

Schot, J. & Steinmueller, W.E. (2018) Three frames for innovation policy: R&D, systems
of innovation and transformative change. Research Policy, 47, 1554-1567




1. Technology push policy (1950->)

- Research and development >>> e B e
innovation >>> economic growth FACTE .

- Focus on scientific breakthroughs,
technology development and
commercialization of new technologies

- Key actors: Universities, research
institutes, companies vAEvAr Buse

nted in celebration of the National Science Foundation's 70th anniversary
1950-2020

me DESIGN& mm  MANU- e -
( R&D ENGINEERING [l FACTURING MARKETING SALES @Sotarauta
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Technology push policy

- Rationale for innovation policy: correct Technology-push policies aim to
market failures enhance the supply of technologies

by providing incentives that reduce

the costs of their development (e.g.,

through direct subsidies to research

o Financing public research and development efforts).
o R&D subsidy —directly or through tax deductions (Stefano, Gambardella & Verona, 2012)

- Suboptimal investment levels in research
and development

o Establishment of IPR system

( @Sotarauta
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2. Innovation systems approach

* Innovation as key for competitiveness National innovation system is a network

* High-road strategy of innovation vs. low-road of institutions in the public and private

strategy of cost competition sectors whose activities and
interactions initiate, import, modify,

and diffuse new knowledge

* Innovation comes in many shapes involving (technologies)
variegated types of actors and networks Freeman 1987

* From linear to interactive model

* Open system —local & global — interdependencies

* Afocusing device Also, regional and

. sectoral systems of innovation
* New language in the 90’s Y
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Origins of the innovation system approach

OECD work in 1982 (’Science, Technology and
Competitiveness’)

o A dynamic perspective on innovation and
learning in the promotion of economic growth
with an active role of government

]
TECHNOLOGY

POLICY AND NATIONAL SYSTEMS
ECONOMIC
PERFORMANCE

OF INNOVATION
Toward a Theoryof Innovation and Interactive Leaning

Systems of
Innovation

C

- J Tampere University

Freeman (1987): Technology policy and
Economic Performance: Lessons from Japan

Lundvall (ed.) (1992): National Systems of
Innovation: Towards a theory of innovation and
interactive learning

Nelson (ed.) (1993) National Innovation
Systems: A Comparative Analysis

Edquist (ed.) (1997) Systems of Innovation:
Technologies, Institutions and Organizations
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Innovation systems approach

* |[nnovation as a systemic process —
. . . Framework conditions
collaboration and interaction Enermetel envire iz - teeiten s fEzmies

innovation and entrepreneurship climate - mobility

e Actors - networks - institutions

Education and
o .
Key aCtO ) Industrial System I IEHES research system Demanding
. L. . . . ) professional consumers
o Universities / research institutes/ firms Ljrge;omﬁa:es training, (final demand)
VEW Knowledge - higher education
o Users intensive firms Intgrmedlarles, and research, Producers
. Mature SMEs Institutes, public sector (intermediate
o Intermediaries brokers, KIBS
research demand)
o Public organizations
o Educational organizations
Political system
. . Infrastructure Innovation related policies and
SClence pUSh & demand pU” other relevant policies

(Modified from Autio 1998, den Hertog 2000; Smits & Kuhlman 2004; Kautonen)
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Innovation system policy

Rationale: correct innovation system failures

e Infrastructure failures * Network failures
o Insufficient infrastructures —ICT, transport, o Weak network failure: limited interaction > poor
research etc. exploitation of complementary sources of

knowledge and processes of interactive learning

 Capability failures

o Lack of appropriate competencies, especially
relating to emerging technologies

o Strong network failure: Cooperation in closely
tied networks leads to lock-in into established
trajectories and a lack of infusion of new ideas,

* Institutional failures inward-looking behaviour

o Formal institutions hindering innovation

o Informal institutions hindering innovation (e.g.
lack of risk-taking behaviour)
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