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EXECUTIVE SUMMARY

The book “Policy Integration and Coordination: the Case of Innovation and the Forest Sector in
Europe” deals with the questions of how the concept of innovation is integrated into policies that
are relevant for forestry and forest-based industries, and how these policies are coordinated.
These questions are also at the core of the COST Action E51 on “Integrating Innovation and
Development Policies for the Forest Sector”, which was carried out from 2006 to 2010 with the
participation of approximately 40 research institutions from 20 countries. This COST Action
studies innovation policies and processes in the forest sector at two levels: the policy level; and
the level of innovation processes on the ground. This book presents the main outcomes from the
policy level by analysing the seven policy fields that have the strongest influence on the
innovation activities in the sector: forestry policy, forest-based industries policy, innovation policy,
rural development policy, regional development policy, sustainable development policy, and
renewable energy policy. This broad selection of policy fields was made in order to cover all
the principal innovation fields in forestry and forest-based industries. The COST Action E51
examined two broad fields of innovation: (a) territorial goods and services associated with forests,
and (b) wood value chains.

The main focus of this book is a comparative analysis of the central policy documents from
the seven above-mentioned fields in 19 countries. The data were collected through a common
questionnaire completed by expert teams from those countries that participated in the Action,
namely, Austria, Bulgaria, Switzerland, Cyprus, Czech Republic, Germany, Estonia, Finland,
France, Croatia, Italy, Lithuania, Norway, Poland, Portugal, Romania, Slovakia, Sweden, and
Scotland (as a part of the UK). These standardised assessments of national policy documents are
complemented by a more detailed analysis of selected policy areas: the EU Rural Development
Programme as well as the Strategic Research Agenda and National Research Agendas of the
European Forest-based Sector Technology Platform (FTP).

The results show that innovation has become an issue in, and is recognised by, most policy
fields that are relevant for forestry and forest-based industries. The concept of innovation,
however, is often used rather symbolically, without appropriate or substantive measures. There is
a trend in most policy documents to describe the issue of innovation support from a systemic
view; however, the measures often come from the traditional innovation support toolbox. While
the traditional science and technology approach follows an understanding of innovation as a
linear process from R&D to the market, a systemic innovation policy approach sees innovation as
a complex process in an environment of multiple actors and institutions. Traditional innovation
support focuses on public and private R&D, but systemic measures also address knowledge
transfer, interface management or learning processes. In the forest sector, innovation policies
mainly support diffusion of new technologies in timber production and processing. The support of
radical innovations, learning or goods and services other than wood, is rare. Although innovation
has been recognised as a policy goal, the forest sector has thus remained largely traditional. A
similar gap between formal goals and informal practice is found in the coordination of actors. All of
the studied policy documents claim to be well coordinated with other sectors; the detailed
analysis, however, reveals that effective coordination of the relevant policies is often lacking.

Innovations in the forest sector do, all in all, address current societal challenges, e.g. in the
fields of bio-energy and recreation. At the same time, it seems that a number of blind spots exist:
environmental services such as biodiversity conservation, drinking water production, protection
against natural hazards and health-related or spiritual services are only recognized to a minor
extent. Possible future markets such as sustainable construction (with wood), or bio-based



products (food or chemicals) could be pursued much more strongly in the sector. As a general
picture, it seems that radical innovations are developed more outside the traditionally defined
forest sector than within it. The forest sector seems more active in diffusion than in supporting the
development of novelties in the first place.

The delivery of support systems for innovation in the sector is not easy: territorial goods
and services need specific policies because of their cross-sectoral and public good
characteristics. Policies need to enable the development of local networks and partnerships that
develop innovation. In addition, wood value chains need specific policy measures because of the
prevailing micro-, small-, and medium-sized, as well as, family-run enterprises that are located in
rural areas. For their support, specific policy means and innovation infrastructures are needed on
the local-regional level, oriented towards traditional sector SMEs.

Rural development policy (RDP) is strongly targeted at the agricultural sector and not at the
rural economy as a whole. The EU RDP measures that relate to forestry largely lack innovative
approaches. The LEADER instrument is one policy approach that is promising in terms of
systematically and systemically supporting innovation processes in rural areas and in bridging
territorial and sectoral goals and approaches.

The FTP had a significant impact in promoting the topic of forest sector innovation. The
establishment of the FTP Vision 2030 and the Strategic Research Agenda (SRA) initiated
policy reforms on national level. While the SRA, however, aimed at broad innovation support and
broad involvement of stakeholders, the development processes of the FTP National Research
Agendas (NRAs) mostly included only those stakeholders that were closely linked to forest-based
industries.

We conclude that policies are increasingly using systemic innovation support and
coordination rhetoric, but substantive measures are often lacking. The change in language may,
however, be the first step in a policy change towards an integrated and sustainable development
of the sector. The following policy measures would be needed as further steps to strengthen
sustainable innovation processes in forestry and forest-based industries:

- Toraise awareness for the importance of integrated innovation for a sustainable
development of the forestry and forest-based industry sectors, and for a stronger
contribution of the sector to the sustainable development of society;

- To further develop and strengthen systemic strategies and measures to support innovation
in forestry and forest-based industries;

- To foster transnational learning through cross-border interlinkages in the policy,
administration and business spheres;

- To support cross-sectoral interaction on all administrative and practice levels: European,
national and local, and in both innovation fields: (a) territorial goods and services, and
(b) wood value chains;

- In order to support innovation in territorial goods and services, specific policies are needed
that support diversification, local networks, new ideas, cross-sectoral interaction and
bottom-up initiatives;

- In order to support innovation in wood value chains, specific policy means and
infrastructures are needed on the local-regional level to support micro or small-sized,
and family-run rural businesses.
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Chapter |

Integrating Innovation and Development Policies for the
Forest Sector — An Introduction

Ewald Rametsteiner

Economists have for decades struggled with
the need to explain how economies grow. The
absence of a theoretical body to fully explain
GDP growth within mainstream theories was
painful, as economic growth is the driver of
employment and income and it is a major
factor of well-being. This in turn is basically the
core objective of economic policy making. In
the late 1980s and early 1990s innovation was
identified as the key driving force behind
economic growth. It is by now widely accepted
that innovation is a central element of
economic performance and competitiveness.
Baumol (2003) goes even further by putting
competition over innovation, not over price, at
the centre of the market economy system.
Innovation competition is thus seen as the
core of the capitalist system of wealth
production.

What is innovation? Basically, innovation
means “..a new way of doing something”.
The OECD (2005) defines innovation as “[...]
the implementation of a new or significantly
improved product (good or service), or
process, a new marketing method, or a new
organisational method in business practices,
workplace organisation or external relations”.
Both definitions indicate the fuzziness of the
borders of what to call an innovation from a
mere modification, which remains a concern,
particularly ~ for =~ measuring  innovation,
innovation performance, and effects of policy
interventions in innovation processes.

While there is a general understanding of the
importance of innovation as a concept and an
activity in both business and policy circles,
neither innovation processes are well
understood, nor is it clear which kind of
policies are most effective in encouraging
innovation and how to integrate innovation

policies in the wider policy setting. Thus,
despite the strong political interest in
innovation and innovation supporting policies,
innovation related research still leaves
many questions open. This is despite the fact
that general innovation research has made
considerable progress during the 1990s, with a
shift from a linear understanding of innovation
to a more complex systemic view (Edquist,
2004). This follows from the empirical
observation that firms rarely innovate alone.
Innovation often requires firms to interact with
other agents, including input suppliers,
consumers, and competitors. Furthermore, as
proposed by Lundvall (1992), in the ‘systems
approach to innovation’, innovation s
supported by socio-economic, political and
cultural, research and education, and financing
systems, and the quality of regulation, among
others.

1. Why have an innovation policy
and what is it?

With the increasing recognition of the
importance of innovation for economic
development there was a parallel rise in efforts
to devise policy means to support innovation,
based on different concepts, and based on
different rationales.

In many instances policy measures directly or
indirectly address innovation processes, either
explicitly or implicitly. Wherever supporting
innovation processes or performance is an
explicit goal of government policy, one can
speak of an “innovation policy”, which can be
defined as a plan of action to guide decisions
and actions with a view to influence innovation
processes or performance. The objectives of
innovation policy are often economic ones,
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such as economic growth, productivity growth,
increased employment and competitiveness,
and directed at promoting innovation by firms.
However, they may just as well concern
any other organisation or area of desired
improvements, including cultural, social,
environmental, or political.

Two different types of failures are usually used
to justify policy intervention: market failures
and system failures. The market failure
rationale is grounded in neo-classical and
welfare economics, while system failure
rationales became more prominent with the
increasing empirical recognition of the
systemic nature of many innovation processes
as emphasized is evolutionary economics or
social system sciences.

Market failures can occur due to the existence
of a number of factors, of which the following
are frequently named:

(a) Externalities and spillovers,

(b) Imperfect and asymmetric information,

(c) Network or coordination failures, and

(d) Market power.

Market failure related to positive externalities
and spillovers causes firms to under invest
in innovation activity, e.g. research and
development (R&D), as they are not able to
appropriate the full benefits of these
investments. In other words, companies will
under-invest in R&D because they are unable
to keep all the benefits from these investments
to themselves. According to this line of
thinking, R&D results in technological
knowledge with public good characteristics: it
is non-rivalrous and non-excludable. Thus,
other firms can benefit from (some of) the R&D
efforts at no cost by incorporating new ideas in
their own products and processes (knowledge
spillovers).

If firms cannot appropriate the whole increase
in surplus for consumers that results from the
innovation, this results in rent spillovers to
consumers. In other words, the social rate of
return of an innovation is higher than the
private rate of return of the innovator. As a
consequence, firms under invest compared to
the societal benefit that would emerge if they

did. According to Oxera (2005) technological
or knowledge spillovers are more likely to
occur (1) the more general the knowledge
created by the innovative activity, (2) the more
unlikely it is that the inventor can appropriate
all of its effects, and (3) the easier it
is to transfer knowledge between agents.
Appropriating the results of an innovation is
more difficult (1) the more difficult it is to codify
the knowledge, and (2) the easier it is to
transfer such knowledge.

The market failure argument related to
externalities and spillovers has been most
commonly evoked as justification for
subsidizing R&D, for promoting public sector
R&D, as well as for creating intellectual
property rights (IPR) protection regimes. All
these policy measures are designed to help
the innovating firm deal with spillover issues.
These instruments form the traditional core of
science and technology policies, including
interventions such as managing the science
base and designing financial incentives to
industrial R&D.

Market failures resulting from imperfect and
asymmetric information are often related
to information about market opportunities,
available technologies, and other relevant
knowledge, including from existing research or
finance. Coordination or networking failures
concern the (in)ability of companies to
coordinate or interact, and so develop and
deliver innovation. Such failures can be a
consequence of many aspects, including
awareness, cultures, firm sizes, R&D project
size, complexity, the dependency of firms to
interaction, and risk. Market failures resulting
from market power are likely to occur
in product markets, e.g. where limited
competition impedes innovation, with related
barriers to entry due to existing market
structures, or where excess competition
impedes innovation.

Parts of the market failure rationale can be
found in systemic failure rationales. In
systemic “evolutionary” economic theories
technological advance and innovation is
characterised by constant interplay and mutual
learning between different types of knowledge
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and actors. Seen from a micro-economic
perspective, innovation is a learning process,
which is gradual and cumulative in character.
Innovation performance is therefore not only
dependent on how specific firms perform but
also on how they interact with each other and
with other organisations, such as universities
and R&D-institutes, business support services,
and other elements of a knowledge and
innovation generating system. If these different
organisations that are needed to create and
assemble knowledge interact poorly, the
rate and quality of innovations may be poor.
Such mismatches between elements in
an innovation system are one major type
of systemic failures, which was listed under
the market failure rationale as “network
or coordination failures”. Another failure
considered of key importance in systemic
failures is imperfect information. Asymmetric
information, however, is taken as a constitutive
element of systems, contrary to the neo-
classical school, which holds that “perfect
information” to be one of its central points of
departure of a working market system, and
which thus classifies asymmetric information
as a market failure.

Systemic approaches identify partly similar
issues as neo-classical economics, but draw
different lessons as regards the underlying
reason and apply different policy measures
to address the issue. Where neo-classical
approaches put considerably more weight on
the individual market actors (firms), systemic
approaches address both non-market and
market actors and in particular emphasize the
interaction between these “system elements”
to promote flow of information and knowledge.
Systemic innovation policy therefore becomes
a much more complex issue than in the market
failure rationale. Systemic knowledge and
innovation policies are about facilitation, i.e.
developing the right framework conditions for
the emergence of new knowledge, technology
and innovation opportunities.

Gustafsson and Autio (2006) identify four
types of system failures: (a) the sub-optimality
in the adaptation of innovation structures,
where firms are locked into prevailing systems
and find it difficult to break away from

these systems to pursue new knowledge
or to establish new collaborations, (b) the lack
of actor interactions and functions bridging
knowledge production and knowledge use,
(c) the sub-optimal lock-ins by implementing
actors, e.g. due to institutional, social or
technological relation commitments, and (d)
the lack of supportive structures for innovation.
Being locked in on a sub-optimal path of
development, and locked out from more
promising ones, such production systems tend
to enforce exploitation rather than exploration.

According to systemic failure rationale of
government intervention, there must thus be a
'systemic problem' which cannot be solved by
either the actors or the market forces. Policy
intervention is justifiable in areas where the
system is not functioning well. According
to Edquist and Johnson (1997) what needs to
function in an innovation system to induce
firms to innovate are (a) the reduction of
uncertainties by providing information; (b) the
management of conflicts and cooperation; and
(c) the provision of incentives.

Smits and Kuhlman (2004), amongst others,
use a somewhat different classification of
functions that “innovation systems” should fulfil
and deduct systemic policy instruments from
these. They distinguish between the following
functions:

+ management of interfaces between
actors and subsystems (such as the market
system within which firms operate and the
knowledge production system within which
research organisations operate): overcoming
borders, superseding tunnel visions and dead-
locks of narrow negotiation arenas, stimulating
the debate.

* building and organising (innovation)
systems: facilitate construction and
deconstruction of (sub) systems, initiate
discourse, alignment, consensus; prevent
lock-in, identify and facilitate prime movers
and ensure that all relevant actors are
involved.

» providing a platform for learning and
experimenting: create conditions for various
forms of learning such as: learning by doing,
learning by using and learning by interacting.
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« providing an infrastructure for strategic
intelligence: identify new knowledge sources,
build links between sources, improve
accessibility for all relevant actors, and
stimulate the development of the capacity to
produce strategic information tailored to the
needs of actors involved.

» stimulating demand articulation, strategy
and vision development: stimulate and
facilitate the search for possible applications,
develop instruments that support discourse,
vision and strategy-development.

A third type of failures to note is government
failure, which is the public sector analogy to
market failure. Government failures occur
when a government intervention causes a
more inefficient allocation of goods and
resources than would occur without that
intervention (active failure). It can also be
considered a government failure if no
intervention takes place where a market failure
is not addressed, resulting in a socially
inefficient allocation of goods and resources.
Thus, for governments to intervene, net
societal benefits need to exceed opportunity
costs and costs of distortions due to the
intervention.

Just as with market failures, there are different
types of government failures that describe
corresponding  distortions. For example,
Weisbrod (1978) has classified government
failures into legislative, administrative, judicial
and enforcement failures. Finally, state
intervention almost invariably creates wealth
transfers which provide individuals and groups
with strong incentives to engage in “rent-
seeking” activities which generate social waste
rather than social surplus. Further distortions
include crowding-out effects due to the
government intervention, inelastic supply of
government-controlled resources and other
inefficiencies in implementation, and a lack
of information and opportunities for “rent-
seeking” due to asymmetric information or
biased rules favouring elites. Proponents
holding that government failures are likely to
occur, or that market or system failures, where
existing, can be corrected by these systems
without explicit governmental interference
usually support the proposition that innovation

is a completely private sector issue and policy
shouldn’t interfere.

2. Why innovation policy integration
and coordination?

Innovation policy has considerably changed
over the last decades, in line with the growing
empirical evidence of the importance and
complexity of innovation processes. The first
generation of innovation policy was based on
the idea of a linear process from basic
research via applied research to commercial
applications (Lengrand et al. 2002). There is a
distinct role for education/university ministries,
considering innovation as the expected end of
the Research and Technology Development
(RTD) process, and economy/industry
ministries dealing with innovation as a tool for
encouraging investment and modernizing
SMEs. As a consequence, the emphasis of
policy was on fostering critical directions of
scientific and technological advance (by
the ministry responsible for science), and
enhancing applied research and commercial
applications (by the ministry responsible for
industry). Integrating innovation into existing
policies, and co-ordinating related policies in
such an administrative setting is needed, but
comparatively simple.

Second generation innovation policy
(Lengrand et al. 2002) recognises the
complexity of the innovation system, with
many feedback loops between the different
“stages” of the innovation process. It also
gives more recognition to the generation and
diffusion of innovations within “innovation
systems”. Policy seeks to enhance two-way
communication across different points in the
innovation “chain”, and to improve innovation
systems in ways that can better inform
decisions about research, commercialisation,
technology adoption and implementation, etc.
Many, including market and non-market
actors, are involved in this process. Each
governmental body or agency has its own
objectives and innovation related policies and
measures. Not only need these bodies
promote communication and coordination
amongst those firms involved in the innovation
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process, they would be asked to properly
integrate and coordinate their innovation and
development related policies themselves, both
vertically across hierarchies of ministries,
departments, and agencies, and horizontally
across different ministries and agencies, and
non-governmental stakeholders.

Some, such as Lengrand et al. (2002)
or OECD (2005) see not only the need to
broaden the focus from the original science
and technology (S&T) platform to a more
complex arrangement of innovation policy
relevant actors in an “innovation system”
setting, but the need for a more generic policy
area or platform in which a number of
ministries participate. In this third generation
of innovation policy, co-ordinated, strategic
actions are needed to induce a coherent policy
framework for dynamic innovators and
structural change. They thus call not only for
more policy co-ordination but for higher levels
of policy integration.

This understanding of innovation policy
making being a multi-actor, multi-sector and
multi-level process is compatible with the
understanding of governance in policy studies
and hence is often termed innovation
governance (Boekholt, 2004). Political science
scholars use the concept of governance
for pointing to a growing complexity of
political arenas and processes in terms of
enlarged sets of actors and an enlarged
set of coordination modes (Benz, 2004). A
predominantly governmental view of political
steering and control became replaced by the
broader understanding of governance that
emphasises the role of economic and political
and civil society actors’ interrelations in
various forms of networks of adaptation,
negotiation and control.

In particular in an area such as innovation,
with its emphasis on knowledge sharing,
interaction and learning, policy integration and
co-ordination is evidently easier to achieve
within existing hierarchies in administration,
compared with horizontal policy integration
and co-ordination across different
administrative units such as agencies or
ministries, or between governmental bodies,

para-state agencies or private bodies. As
governments attempt to respond to greater
external and internal complexity and
dynamism, policy co-ordination becomes the
main means of achieving greater coherence.

Jacobsson and Johnson (2000) identified the
following typical weaknesses of under-co-
ordinated innovation policy making: poorly
articulated demand, local search processes
that miss important opportunities elsewhere,
too weak networks (hindering knowledge
transfer), too strong networks (causing
lock ins, dominance of incumbent actors),
legislation in favour of incumbent actors or
technologies, flaws in the capital markets, or a
lack of highly organized actors, meeting places
and prime movers.

3. The forest sector and innovation
related policies

The main objective of COST Action E51 is to
develop a better understanding of the issues
surrounding integration of innovation and
development policies related to the forest for a
more effective and sustainable development of
the forest sector through promoting innovation
by firms. This sector is often considered as a
mature, “low-tech” industry which invests
comparatively little into R&D and is mainly an
innovation user. However, developments in
the sector have led to a widely shared
perception that past practice might not
necessarily bring future success. Interest
by society in recreation or environmental,
including biodiversity, protection has grown in
the last decades. This opens up opportunities
for territorial services.

Many sectors in the forest industries in
European countries have experienced the
increasing demand for green labelling of
their products, globalisation and industry
concentration. In general, in all sectors, the
number of jobs provided has declined and
productivity has increased considerably. For
quite a long time cost-cutting has been
the main answer to economic viability, with
the implementation of technological and
organisational innovations. However, in recent
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years the awareness has risen across
the industry that a main area of strategic
competition is occurring vis-a-vis other
substitute products, in new fields and with new
technologies.

In addition to private sector initiatives such as
the Forest-based Sector Technology Platform
(FTP) which aims to push the sector into a
new era that will build more knowledge-based,
more customer focused and more innovation
oriented industry, a large number of national,
EU and regional policies, programmes
and initiatives exist that aim at promoting
innovation or economic development, and that
touch upon forest resources and their use.

Innovation policies as well as entrepreneurship
related policies are a key pillar of the EU
“Lisbon Strategy”, the economic development
policy of the EU endorsed in March 2000. On
the EU-policy level, innovation is recognized
as a crucial factor for the creation of economic
growth and employment in the EU and for
enhancing the development of rural regions.
The European Union is trying to improve its
competitiveness vis-a-vis other players in the
global economy by increasing the innovation
activities of the European enterprises.
The Lisbon Strategy is, after its relaunch,
operationally governed by the “Integrated
Guidelines for Growth and Jobs” as adopted
by the European Council in June 2005. These
guidelines comprise broad guidelines for the
economic policies of the Member States and
the EU, including macro-economic policies for
growth and jobs and micro-economic reforms
to raise the growth potential as well as
guidelines for the employment policies of the
Member States. On the basis of these
guidelines, Member States were requested to
draw up National Reform Programmes
(NRPs).

With regard to research policy, innovation is
an explicit objective of the EU 7th Framework
Programme for Research (FP7). The FP7
which is the Union’s main instrument for the
funding of research in Europe, contains four
specific programmes that correspond to four
major objectives of European research policy:
cooperation, ideas, people, and capacities.

Topics related to the multifunctional
management of forests and to the forest-
based industries are regularly included in the
FP7 calls.

Rural development policies are a central policy
area in EU and national policy making in
relation to forests and rural development.
Rural development policies are growing in
importance for the forest sector due to the shift
towards “decoupling” financial support from
production volumes and the enlargement of
the EU. The EU’s rural development policy
seeks to establish a coherent and sustainable
framework for the future of rural areas
based on the following main principles:
multifunctionality of agriculture, multisectoral
and integrated approach to the rural economy
and subsidiarity. The overall principles of the
EFS, e.g. multifunctionality and sustainability
are reflected in the EU rural development
policy by bringing together economic,
social and environmental objectives. The
forestry measures of the rural development
programmes at the same time seek to
contribute to more global issues such
as climate change and biodiversity. The
European Agricultural Fund for Rural
Development (EAFRD) is the core instrument
to achieve the objectives of the EU’s rural
development policy. EU member countries
are required to develop national Rural
Development Programmes in order to
implement the rural development measures.

The EU regional development policy supports
an integrated approach to regional
development, taking advantage of natural
assets and considering the economic, social
and environmental dimensions of sustainable
development. One of the principal conditions
for creating cohesion in the European territory
is to ensure complementarity and balance
between urban and rural areas (including the
forest areas). The European Fund for Regional
Development (EFRD) defines its role and
fields of interventions in the promotion of
public and private investments helping to
reduce regional disparities across the Union.
The EFRD addresses regional development,
economic change, enhanced competitiveness
and territorial cooperation throughout the EU.
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Funding priorities include research, innovation,
environmental protection and risk prevention,

while infrastructure investment retains an
important role, especially in the least
developed regions. Also the regional

development policy was strengthened by a
more strategic approach. This contains the
Community Strategic Guidelines at European
level and the National Strategic Reference
Frameworks at the level of the EU Member
States.

To complement the economic dimension of EU
policies, and in support of the UNCED follow-
up related work and processes on sustainable
development the EU endorsed the Sustainable
Development Strategy in Gothenburg in
June 2001, which calls for a range of national
follow-up actions, including the development of
National Sustainable Development Strategies
by EU Member States. Forests produce a
renewable resource, wood, and the long
history of the awareness and application of the
concept of sustainability in this sector is a
potentially important role model for other
contexts.

The EU environmental policy includes forestry
issues, namely climate change, nature and
biodiversity, environment and health. DG
Environment provides guidance in the areas of
conservation of natural resources, agriculture,
fisheries, and development and economic
cooperation. It aims to achieve sustainable
development and integrate environmental
concerns into other sectoral policies and other
policy areas (e.g. Natura 2000, Sixth
Environment Action Programme). In 2007, as
part of the EU environmental policies, the
Commission took the first steps to address
climate change adaptation issue, presenting
the framework for adaptation measures and
policies to reduce the European Union's
vulnerability to the impacts of climate change.

Simultaneously with the climate change
challenge, the EU faces a closely related
challenge in its energy sector. Wood is a
renewable energy source that is a substitute
for fossil fuels, and, moreover, is a leading
renewable sector for primary energy
production in Europe. The Renewable Energy

Road Map sets ambitious targets for all
Member States, among others, that the EU will
reach a 20% share of energy from renewable
sources by 2020 and a 10% share of
renewable energy specifically in the transport
sector. It is included in the Climate and Energy
Package, which was adopted by the European
Parliament and the Council in 2008. In
addition, the Commission Biomass Action
Plan sets out measures to increase the
development of biomass energy from wood,
wastes and agricultural crops by creating
market-based incentives to its use and
removing barriers to the development of the
market. The EU has adopted several
directives for promoting renewable energy
sources and bio fuels, which aim to increase
the production and use of renewable energies,
and also set up targets and thresholds. In
2006, the Council of the European Union
invited the Member States to develop or
update national Biomass Action Plans.

Policy instruments of the EU that specifically
deal with forest issues are the Forestry
Strategy and the Forest Action Plan. The
Council Resolution on a Forestry Strategy for
the European Union was adopted in 1998.
After the report on the implementation of the
forestry strategy by the Commission in 2005
an EU Forest Action Plan was put forward and
adopted in 2006. The Action Plan provides a
framework for the implementation of forest-
related actions at Community and Member
States level, and serves as an instrument of
co-ordination between different Community
actions as well as between Community actions
and forest policies of the Member States.

Coordination of a harmonized European forest
policy is a problem at EU Member State level,
at international level, and thirdly it's a matter of
competences at EU level. Due to the missing
legal basis for a common forest policy in the
Treaties of the European Community there are
no grounds for a common forest policy in
the EU as is the case for e.g. common
agricultural policy or common fisheries policy.
In other words, forest policy in the EU has
been largely a matter of national competence,
although several other EC policies have
important direct effects on the forest sector.
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This calls for close coordination between EU
and the Member States, within the EU, and
across sectors.

National forest programmes (NFPs), promoted
through international forest policy processes
and commitments such as the so-called
“IPF/IFF Proposals for Action”, are seen as a
tool to develop and implement forest policies
in complex settings. NFPs put high importance
on the integration of multiple goals,
coordination of relevant policy fields and the
inclusion of interested stakeholders in policy
formulation and implementation.

Forest-based industries are part of the EU
industrial policy while at the same time they
are closely linked to forestry policy proper.
The Communication on the State of the
Competitiveness of the EU Forest-Based and
Related Industries (1999) deals with the socio-
economic characteristics and factors of
competitiveness of the wood processing
industry and related industries, investigating
the challenges that the European wood
processing industry is facing, as well as the
actions in reaction to these challenges.
Evaluation of the communication was
carried out in 2004 and followed by the
communication on innovative and sustainable
forest-based industries in the EU (2008). The
later document underscores the importance of
forest-based industries for the EU's Growth
and Jobs Strategy.

In 2004 the European Commission initiated
several European technology platforms in
order to support R&D in the EU economy and
to mobilise the industry for this goal. The
European Confederation of Woodworking
Industries (CEIl-Bois), the Confederation of
European Forest Owners (CEPF) and the
Confederation of European Paper Industries
(CEPI) responded to that invitation and started
the creation of a technology platform for the
forest-based sector. This process aimed to
include all stakeholders with major interests in
forestry, forest-based materials and products.
The forest-based sector technology platform
was realised in three phases, the development
of a common vision for the sector (Vision
2030), of a strategic research agenda (SRA) to

meet the vision and implementation of the
SRA. Part of the process are national support
groups and the development of national
research agendas (NRAs) for forest-based
sector development in the countries.

4. COST Action E51 on integrating
innovation and coordinating
development policies

A considerable number of policies are directly
relevant for the development of the forest
sector and its innovation potential. However,
those policies not necessarily all integrate
innovation, and are not necessarily co-
ordinated with policies that are directly
relevant for the forest sector, such as the EU
forestry strategy, or the Forest Technology
Platform’s “Strategic Research Agenda”. This
is where COST Action E51 takes up the issue.
One of the objectives is to collect/map/build a
body of knowledge on these existing EU as
well as national strategies and programmes
and their implementation mechanisms on:
innovation and  entrepreneurship, rural
development, regional development and
sustainable development policies.

COST Action E51 also aims to identify and
analyse key issues in strengthening cross-
sectoral policy integration and co-ordination in
those key innovation areas relevant for
forestry and forest sector enterprises and for
local level development in rural areas. This
concerns: (a) territory-based service provision
(e.g. the provision of recreational forest
services, nature conservation services, or
protection against natural hazards), and (b)
vertical production chains (e.g. timber frame
housing, bio-energy or other).

COST Action E51 then aims to bring the
analysis of national and EU level policies and
programmes and the measures they employ to
promote innovation together with the analysis
of what firms and local regions aiming to
develop innovations actually need. At the end
of the day, this synthesis of the supply side
and the demand side of innovation related
support should help to develop more coherent
policies and means of implementation, with a
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view to reinforce the development of the
sector, especially in rural areas. COST Action
E51 thus pursues the following three research
questions.

1. In how far is innovation integrated into
development policies affecting forestry
and forest sector policy?

2. In how far are these policies and
programmes co-ordinated?

3. Do such policies and measures create an
“‘innovation enabling environment” — i.e.
meet the needs of innovating forest
sector firms and promote local forest-
based sustainable development?

This book addresses mainly the research
question 1: In how far is innovation integrated
into development policies affecting forestry
and forest sector policy? After clarifying the
conceptual and theoretical basis of policy
integration and co-ordination, it brings together
a number of contributions related to national
policies. Ollonqvist and Rimmler address the
issue of policies for low-tech and SME
dominated industries, such as the forest
sector. Gerhard Weiss et al. present the
results of the country level analysis on the
integration and co-ordination of national level
policies across a wide range of development
programmes in policy fields directly relevant
for the forest sector. SarvaSova et al. look
more in depth on a key programme of the EU
to promote rural development, and how it
relates to the forest sector. Using a number of
country cases, Niskanen et al. look at policy
diffusion in forest policy and forest industry
policy to see whether there are similarities and
differences in perceived current and future
issues and strategies how to address them. In
their contribution, Tykka et al. analyse the

existing national research agenda documents
of the Forest Technology Platform to find out
how they understand, address and contribute
to the promotion of innovation activities in the
forest sector.

5. The outlook

Innovation is a complex and evolving
phenomenon, and the same can be said of
innovation policy. The understanding of the
importance of innovation for societal well-
being and as a fundamental engine of the
economy is continuing to evolve, and policy is
bound to take account of this. Innovation
policies are not standardised and uniform
across Europe, reflecting the different
contexts, but also different views on the role,
importance and workings of innovation.
Varying national policies reflect but also shape
the way innovation is approached in the
countries. They are adjusted to regional
circumstances, and different sectors take
innovation up differently, including those that
are characterised as low-tech (i.e. with
low R&D efforts) and dominated by small
enterprises, such as the forest sector. This
provides a wide range of approaches and
experiences, and allows learning from the
policies being tried elsewhere. One of the
most challenging issues in innovation policy is
the cross-cutting nature of the phenomenon of
innovation, which does not follow neat sectoral
boundaries, and often needs to cut across
existing structures to emerge. This poses a
challenge — both when trying to integrate
innovation into policies, and to co-ordinate
them.
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Chapter I

Policy Integration and Co-ordination: Theoretical,
Methodical and Conceptual Approaches

Ewald Rametsteiner
Anja Bauer
Gerhard Weiss

1. Introduction

The search for better policy coherence has
received intensified attention by policy-makers
as well as policy analysts. Administrative
fragmentation, departmentalism, and
coordination  problems are recognised
as one consequence of a higher functional
differentiation of tasks in governance,
which becomes more complex with a more
globalizing world, and more involvement
of  non-governmental organizations in
policymaking and implementation. Challenges
such as environmental issues, globalisation,
the European integration, the call
for sustainable development, increased
importance of innovation policy have led
to a rethinking of the organisation of the
political processes. Actors are increasingly
aware of the need to find ways to govern
interdependencies of different policy areas
and sectors and the need of considering
important societal goals such as sustainable
development or innovation not only in one
policy area but to integrate these goals into
other policy areas as well.

Policy integration and policy co-ordination
have thus become important keywords in
political discourses on different levels of
policy-making. In the international context,
intensified coordination between nation states
is demanded for solving global problems such
as climate change or the loss of biodiversity.
In the context of the EU, policy integration
and coordination refers to activities and
mechanisms between the single Member
States and the institutions of the EU as well as
the degree of European integration. On the

nation state level policy integration and
coordination often stand for horizontal
mainstreaming of important issues and goals
(sustainable development, innovation, etc.)
as well as for vertical adjustments between
the nation state and regions or different
organisations. On the rural level, policy
integration gained importance in the
“integrated rural development” concepts of the
1970s. Recently, with the gradual reorientation
from the EU Common Agricultural Policy focus
on agriculture to rural development, the
concept of “integrated rural development” has
likewise received new impetus within the EU.

With the “integrated rural development”
approach, cross-sectoral co-ordination
became a central cornerstone of development
strategies for rural areas. Integrated rural
development asks for the co-ordination of
different policies and sectors (horizontal),
different levels of actions (vertical) and the
inclusion of all relevant stakeholders of a
region (participation). A range of integration
aspects are inherent to the concept of
integrated rural development, including the
integration between economic activities
whereas neither agriculture nor industry have
prevalence any more, the integration between
nature and society, the integration between
rural and urban territories and societies, etc.
(Sotte, 2003).

New political and analytical concepts such
as governance, policy learning, innovation
system approaches, or network theories have
additionally contributed to the increasing
significance of the concepts of policy
integration and co-ordination.

1"
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Policy integration and coordination is of high
relevance for forest policy as this sector has
manifold interferences with a range of other
policy areas and sectors, for example rural
development, land use planning, agriculture,
regional  development, tourism, public
infrastructure, environment, nature protection
and energy policies. Whether these policies
are complementary, mutually beneficiary,
duplicating or contradictory depends among
others on how goals, actors, instruments and
procedures of these policies and sectors are
co-ordinated at different levels.

Innovation policy is no longer understood to be
limited to traditional research and technology
policy but is considered to be a policy issue
with large interfaces with other policy areas. A
number of recent studies and workshops have
supported the search for better coherence in
the area of innovation policy (Arnold and
Boekholt, 2003; Boekholt et al. 2002; Edler et
al. 2003; and Smits et al. 2002). Furthermore,
innovation is not any more understood
solely as a means for reaching economic
growth, strengthening competitiveness and
employment. Rather innovation is increasingly
understood as a means to contribute to the
solution of a range of societal problems and
goals, most prominently in environmental
protection.

This chapter is based on a background
paper for the COST Action E51 “Integrating
innovation and development policies for the
forest sector’ (Bauer, 2007, p. 578). It aims at
clarifying the two concepts “policy integration”
and “policy coordination” for the use in
the context of the COST Action. The COST
Action E51 deals with two questions:

1. In how far is innovation policy integrated
in forest policy, forest sector policy, in
rural, regional and sustainable
development policies?

2. How, and in how far is policy coordination
undertaken between policy actors in the
context of innovations of firms in territory-
based services and vertical production
chains? This includes e.g. forest sector
policy, in rural, regional and sustainable
development policies, innovation policy,
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tourism policy, nature conservation policy,
energy policy, etc.

2. Clarifying concepts — policy
integration and policy coordination

The two concepts — policy integration and
policy co-ordination — are not clearly and
consistently defined in the literature and
therefore open to interpretations. Various
definitions exist and the delineation of the two

concepts is not always clear. Besides, a
variety of other terms are used (often
synonymously) for referring to policy
integration and coordination, e.g. policy

coherence, policy consistency, policy diffusion,
joined-up government or holistic government
or governance. The following section will
provide a clarification of the concepts with
regard to their use within the work of the
COST Action E51.

2.1. Policy Integration

Several theorists in the fields of public policy
and public administration have dealt with
concepts such as policy coherence, policy
integration and policy coordination. One of the
first academic references to the term policy
integration is found in Underdahl (1980).
According to Underdahl’s definition:

“A policy is integrated when the consequences
for that policy are recognized as decision
premises, aggregated into an overall
evaluation and incorporated at all policy
levels and into all government agencies
involved in its execution” (Lafferty and
Hovden, 2003, p. 8).

Underdahl further formulates three criteria that
should be met in order for a policy to be
qualified as integrated:

» First, comprehensiveness, including the
recognition of a broader scope of policy
consequences in terms of time, space, actors
and issues,

» Second, aggregation, i.e. a minimal
extent to which policy alternatives are
evaluated from an overall perspective, and

» Third, consistency, i.e. a minimal extent to
which policy penetrates all policy levels and all
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government agencies. (Meijers and Stead,
2004, p. 2).

According to Meijers and Stead (2004, p. 2)
“policy integration concerns the management
of cross-cutting issues in policy-making that
transcend the boundaries of established policy
fields, and which do not correspond to the
institutional  responsibilities  of  individual
departments”. For Meijers and Stead (2004)
policy integration thus aims at the
development of a joint new policy for the
concerned  sectors. Policy  integration
consequently demands more interaction and
resources than policy coordination.

Similarly Eggenberger and Partidario (2000)
define integration in terms of the establishment
of something new: “integrating in fact means
a new entity that is created where new
relationships are established, bearing on
individual  entities that have  specific
characteristics and specific dynamics but
in combination act in a different way’
(Persson, 2004, p. 204). Their criterion for
integration in contrast is rather oriented
towards coordination: “whenever there are two
professionals  with different backgrounds
looking at the same problem with similar
objectives they are integrating. Whenever
there are two different topics that need to be
tackled together, there is integration”
(Persson, 2004, p. 204)

For other authors as well, policy integration is
close to policy coordination:

“Policy integration is an activity that links policy
actors, organizations, and networks across
sector boundaries. Facilitating, supporting,
and rewarding processes that cross, expand,
or otherwise link policy sector boundaries
is a necessary characteristic for intersectoral
policy integration.” (Shannon and Schmidt,
2002, p. 17).
Briassoulis (2004, p.
integration in two ways:
“Policy integration can be conceptualized
as a process either of coordinating and
blending policies into a unified whole, or of
incorporating concerns of one policy into
another (output)”.

10) defines policy

The latter definition is also defined as
asymmetric policy integration — one policy
incorporates concerns of another but this
is not always met by similar moves in the other
policy (Briassoulis, 2004, p. 4).

Similarly Kivimaa and Mickwitz (2006, p. 730)
define policy integration as “integrating specific
policy objectives such as environmental
protection or gender equality into other policy
sectors”.

To sum up, no single definition of policy
integration exists but three basic
conceptualisations of policy integration may be
found in the literature (see Figure 1):

1. Policy integration as process and output
of policy coordination of different policy
areas (Shannon, 2002; Eggenberger and
Partidario, 2000)

2. Policy integration as the incorporation of
the concerns of one policy area into
another policy area (Briassoulis, 2004;
Kivimaa and Mickwitz, 2006)

3. Policy integration as the development
of a joint new policy (Briassoulis, 2004;
Eggenberger and Partidario, 2000;
Meijers and Stead, 2004).

The concepts of policy integration is most
often applied and widely analysed in the
context of Environmental Policy Integration
(EPI). Environmental policy integration has
become a normative principle in the EU
environmental policy making (Lenschow,
2002, p. 5) and for many EU Member States.
In general, the concept of sustainable
development demands the integration of
environmental concerns and objectives into
non-environmental sectors.

Collier (1994, p. 36) defines environmental
policy integration broadly as aiming at:

* Achieving sustainable development and
preventing environmental damage;

* Removing contradictions between
policies as well as internal inconsistencies;

» Realising mutual benefits and making
policies mutually supportive.

13
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Joint New Policy

Policy A

Policy B

o e

3. Policy integration as the
development of a joint new policy

2. Policy integration as the
incorporation of the concerns of
one policy area into another
policy area

1. Policy integration as process
and output of coordination of
different policy areas

Figure 1.

Lafferty and Hovden (2003, p. 9) define
environmental policy integration as:

“-  the incorporation of environmental
objectives into all stages of policy-making in
non-environmental policy sectors, with a
specific recognition of this goals as a guiding
principle for planning and execution policy;

- accompanied by an aftempt to aggregate
presumed  environmental = consequences
into an overall evaluation of policy, and a
commitment to minimise  contradictions
between environmental and sectoral policies
by giving principles priority to the former over
the latter.”

As stated in this definition environmental
policy integration includes the prioritisation
of the objectives of one policy area, i.e.
environmental policy, over the objectives of
other policy areas. Environmental objectives
should thus overweight sectoral policy
objectives.

Is this understanding of Environmental Policy
Integration as defined by Lafferty and Hovden
(2003) transferable to innovation policy
integration? Only partly: the first part — the
incorporation of objectives into policy-making
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Three Understandings of Policy Integration

of other policy areas may be transferred
easily. But the principled priority of the
objectives of one policy over the objectives of
another policy is not suitable for the case of
innovation policy integration. This is mainly
due to differences in the objectives of the
policy areas. While environmental protection is
a priority goal in itself, innovation is mainly
considered to be a political goal because of its
contribution to a range of other societal goals,
including employment creation, promoting
competitiveness and sustainable development.

Consequently, Mickwitz and Kivimaa’s (2007)
definition of innovation policy integration bases
on the definition by Lafferty and Hovden
(2003) but without referring to the principled
priority. Consequently, innovation policy
integration can be understood as:

“- the incorporation of the objectives to
promote decisions to develop, commercialise
or adopt innovations into all stages of policy
making in non-innovation policy sectors;

- accompanied by an attempt to aggregate
anticipated consequences on innovations
and their diffusion into an overall evaluation
of policy, and a commitment to minimise
contradictions  between  innovation and
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sectoral policies” (Mickwitz and Kivimaa 2007).
Policy integration in the context of innovation
policy is mainly understood and analysed as
making “innovation policy from a fragmented
info an (integrated) multisectoral innovation
policy’ (den Hertog, Boekholt et al. 2004). A
number of recent studies have analysed
attempts and strategies for a more
systemic/horizontal innovation policy (see
Edler, Kuhlmann et al. 2003; Boekholt, 2004;
Arnold and Boekholt, 2003).

Integrated innovation policy in this context
implies a more systemic policy where
innovation is not only covering the domain of
supporting innovation in the economic
realm but contributes to solving societal
problems more widely (den Hertog, Boekholt
et al. 2004, p. 1). The term horizontal
innovation policy is often used in this context.
Horizontalisation “could be defined as the
degree to which innovation policy is guided by
a comprehensive national strategy in which
contributions from the various sectors are
linked to achieve policy coherence” (den
Hertog, Boekholt et al. 2004, p. 3).

2.2. Policy Coordination

The concept of policy coordination is closely
linked to and sometimes used synonymously
to the concept of policy integration (as shown
above). Very basically, coordination means the
adjustment of actions in the case of task
interdependencies.

According to Peters (1998, p. 5), policy
coordination refers to “the need fto ensure that
the various organisations — public and private
— charged with delivering public policy work
together and do not produce either
redundancy or gaps in services”. He defines
coordination as “the alignment of tasks and
efforts of multiple units in order to achieve
a defined goal. Ilts aim is to create a
greater coherence in policy, and to reduce
redundancy, lacunae and contradictions within
and between policies” (Peters, 1998).

Peters further argues that there is a spectrum
of coordination options ranging from a

minimalist to a maximalist
below).

position (see

Meijers and Stead (2004) define policy
co-ordination as an “overall state of mutual
consistency among  different  policies”.
The purpose of coordination is to ensure
consistency and coherence between the
various objectives and elements of a single
policy or project, within a set of interacting
policies or projects (Meijers and Stead, 2004,
p. 3). Policy coordination may refer to both — a
state of being coordinated (degree) and a
process of coordinating policies. Basic
features of policy coordination are:

* harmonising decisions

» eliminating redundancies, incoherence
and gaps; increasing coherence

» reducing adverse consequences.

Following  Peters (1998), the three
fundamental modes of coordination are
hierarchies/state, markets and networks.
Lenschow (2006) additionally identifies a
fourth mode — communities.

Within hierarchies/state policy coordination is
carried out top-down, based on formal power
and authority (Hogl, 2002; Lenschow, 2006).
The central pattern of interaction is authority,
operationalised in administrative orders, rules
and planning on the one hand and dominance
as the basic control system on the other hand
(Verhoest, Peters et al. 2005). In order to
achieve policy coordination, authority must
extend all the way to the central level of
government as there would be no reason for
separate organisations to cooperate otherwise
(Peters, 1998, p. 18). Effective hierarchy
depends on the leadership and political will of
the government as well as on its enforcement
capacities and powers. The commitment of
organisations or actors at lower levels of the
hierarchy to the stated goal is comparatively
less important as they can be disciplined from
the top (Lenschow, 2006).

Markets as coordinating institutions are based
on competition, exchange and negotiations
between public and/or private actors.
Coordination among the different actors is

15
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carried out by price mechanism, incentives
and the self-interest (Verhoest, Peters et al.
2005). There are two distinct coordination
mechanisms for different situations. Firstly,
when actors are differently endowed
and pursue different interests. In this
situation, government may simulate market
exchange situations in offering incentives
for certain desired behaviour (e.g. tax
reduction, subsidies, trading of permissions or
certificates). Inside government there may be
other media of exchange that could be used to
create a quasi-market situation. For instance,
the exchange of information might facilitate
mutual accommodation (Lenschow, 2006).

Secondly, when market actors have a
common interest in creating a stable
environment in order to plan investments and
maximise benefits for the longer term. This
prospect of future benefits leads market actors
to coordinating their activities with others and
to negotiate common rules of conduct.
Inside organisations (or in inter-organisational
relations) the establishment of reliable rules of
procedure serve the same function, namely to
increase task efficiency (Lenschow, 2006).

Policy coordination within networks takes the
form of cooperation between public and
private actors whose inter-organizational
relations are ruled by the acknowledgement of
mutual interdependencies, interests, trust and
the responsibilities of each actor (Verhoest,
Peters et al. 2005). Coordination in networks,
in the absence of direct enforcement power, is
characterized by persuasion and learning
(Lenschow, 2006). While most cooperative
networks grow ‘spontaneously’ between
organizations, governments may create, take
over and sustain network-like structures
between organizations by e.g. the creation of
common information systems, concentration
structures,  collective  decision  making
structures, or even common partnership-
organizations (Verhoest, Peters et al. 2005).

According to Lenschow (2006), members of
communities are tied closer together than
members in networks. Emotional ties, as
opposed to the pragmatic pursuit of common
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views, may allow for coordination and
compromise even at the expense of one’s own
interest.

Policy coordination can be characterized
according to a number of further dimensions,
e.g. whether or not coordination happens
actively or passively, whether it is positive
(higher degree of cooperation) or negative
(low degree of cooperation), whether it is
centralized or decentralized, or whether it is
voluntary or compulsory.

2.3. Horizontal and vertical dimension of
policy integration and coordination

As became apparent in various definitions,
both policy integration and policy coordination
may be conceptualized along a horizontal
and a vertical dimension. Horizontal policy
integration and coordination refer to processes
and state between different policy areas or
different sectors. Vertical policy integration
and coordination refer to processes among
different policy levels, e.g. local, regional,
national and EU level and different functions,
i.e. policy formulation and implementation
within a particular sectoral policy.

Horizontal policy integration is also often
understood as the extent to which a central
authority has developed a comprehensive
cross-sectoral strategy for e.g. environmental
policy or innovation policy (see Lafferty and
Hovden, 2003). This includes “a judicial
balancing of the objectives of one policy
against other societal goals as a crucial
aspect’ (Lafferty and Hovden, 2003).

Horizontal and vertical policy integration
and coordination are mutually dependent.
Horizontal policy integration cannot become
successful if it only occurs on the nation state
level but is not implemented by subordinated
levels and agencies.

2.4. Differentiating policy integration and
co-ordination

As stated earlier the terms policy integration
and policy coordination are sometimes
used interchangeably. Other authors see
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differences between the two concepts, esp.
concerning (a) the level of interaction and (b)
the output of the activities. According to
Meijers and Stead (2004), policy integration
requires more inter-sectoral interaction than
policy co-ordination. Co-ordination aims at
adjusting sectoral policies in order to make
them mutually enforcing and consistent, policy
integration results in one joint policy for the
sectors involved. Co-ordination is about
policies of organisations having more or
less the same sectoral objectives, while
integrated policy-making often departs from a
cross-cutting objective not covered by, and on
a higher scale than sectoral objectives
(e.g. sustainable development).

The following Figure 2 describes the relation
between co-operation, coordination and policy
integration as presented by Meijers and
Stead (2004, p. 5). The figure shows that
cooperation and co-ordination are part of the
process of policy integration. Altogether policy
integration requires more interaction among
actors, accessibility and compatibility, leads to
more interdependence, needs more formal
institutional arrangements, involves more
resources, requires stakeholders to give up
more autonomy and is more comprehensive in
terms of time, space and actors (Meijers and
Stead, 2004).

In a different conception “policy integration”
refers to the goals and objectives of policies
while “policy coordination” has a stronger

Interaction
Interdependence
Formality
Resources needed

Integrated

policy-making

focus on the and

instruments.

actors, procedures

3. Analysing policy integration and
coordination

Briassoulis (2004) presents a methodical
concept for measuring policy integration, along
a number of key dimensions of integration
among policies. Operationally, it concerns
simple and cross relationships among the
objects, goals, actors, procedures and
instruments of two or more policies (see
Figure 3). In this model simple and cross
relationships between policy objects, goals
and objectives, actors and networks,
procedures, and instruments are illustrated
and analysed as the object of policy
integration.  Analysing policy integration
includes examining whether and how the
objects, goals, actors, procedures and
instruments  of different policy areas
(horizontal) or different policy levels (vertical)
are interrelated.

The author furthermore distinguishes a

number of interrelated and interdependent

clusters of dimensions of policy integration:

- Substantive (including thematic and
conceptual integration)

- Analytical (including the temporal and
spatial dimension)

- Procedural, and

- Practical.

|::> Joint new policy

Loss of autonomy
Comprehensiveness
Accessibility
Compatibility

Coordination

Adjusted + more
efficient sectoral
policies

{between sectors)

Co-operation

=:> More efficient
sectoral policies

Figure 2.
(Meijers and Stead 2004)

Integrated policy-making, policy co-ordination and co-operation
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POLICY A POLICY B
Policy Object |+ —| Policy Object
Goals & f‘><:““-: Goals &
Objectives ;\ /; Objectives
Actors & \ /| Actors &
Actor Networks [ | Actor Networks
Procedures cal [ Procedures
Instruments Instrutments

Figure 3.

Based on this model, Briassoulis (2004)
categorises criteria for assessing policy
integration in general (see Annex 2). The more
of these criteria are met the higher the
achievement of policy integration.

Kivimaa and Mickwitz (2006, p. 732) base their
evaluation of environmental policy integration
in innovation policy on four criteria:

1. “Inclusion” — To what degree are
environmental aspects covered in policy
documents?

2. “Consistency” — The consistency of the
environmental aspect in relation to other
aspects is used to assess the role policy
documents give to the issue of
consistency when they address
environmental issues.

3. “Weighting” — The weighting of the
environmental aspect with respect to
other aspects is used to assess the
importance given to environmental issues
in policy documents.

4. “Reporting” — What is the importance of
feedback for policy consistency and
effectiveness?
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Objects of policy integration (Briassoulis, 2004)

For their evaluation Kivimaa and Mickwitz
(2006, p. 733) analyse documents at three
levels:

- The strategy level: They analyse the
content of strategy documents produced
and policy inputs, such as people and
financial resources allocated to
environmental issues.

- The policy instrument level: Evaluation of
the objectives of different technology
programmes and the allocation of financial
resources to different types of
programmes.

- The policy outputs of the technology
programmes, i.e. the project funding
decisions.

One particular relevant dimension in the
context of measurement and analysis is
the overall scope of policy integration or
coordination. This includes the scope of the
policy object and the geographical scope. The
policy object ranges from (policy or innovation)
systems as a whole, to portfolios of policies or
individual policies, to programmes within these
policies and individual projects.
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System

Portfolios /
Policies

Programme

Project

International
& EU level

national level

Firm / local level

Figure 4.

The geographical scope ranges from
international or supra-national (EU-level)
co-ordination to the local and firm levels (see
Figure 4).

Depending on the scope different methods
of analysis are more or less suitable. For
instance, systems analysis will inter alia focus
on actor structures, interaction patterns and
the analysis of bottlenecks, comparative policy
analysis and evaluation will be applied for
studying innovation policies or programmes.

As became already apparent in the previous
chapter, both policy integration and policy
coordination may either be understood as a
process or as a state. While the analysis as
a process includes looking at assessment
criteria such as  procedures, actors’
involvement, etc., the analysis as state means
determining the degree of co-ordination or
integration taking into account such criteria
as the extent of redundancy, the degree of
incoherence and the existence of important
but still untackled issues (see Peters, 1998,
p. 296).

When policy integration and coordination are
analysed as a state the question would be to
what extent two policies are coordinated or
integrated. We have already pointed out that

Two dimensions of the scope of policy integration and coordination

policy coordination may be understood as
being part of the process of policy integration.
Besides many nuances in the degree of policy
coordination are thinkable as well. Peters
(1998, p. 10) defines a minimalist and a
maximalist level of co-ordination:

“The minimal level might be that at which
organizations simply are cognizant of each
other’s activities and make an honest effort not
to duplicate or interfere. [...] A maximalist
definition might be too severe for most
scholars and practitioners since it could
require much tighter controls over the activities
of organizations and some means of enforcing
jurisdictional controls over disputed turf, or of
demanding that the gaps in services be
remedied. A maximalist definition might also
require developing substantial uniformity in the
standards of treatment across a country [...].
This amount of coordination might also require
a level of omniscience and omnipotence that
few public sectors possess”.

The most often applied scale for determining
the degree of policy co-ordination is the
one developed by Metcalfe (1994, p. 281)
for the intergovernmental coordination for
international processes (see Figure 5). The
scale spans eight levels ranging from
independent decision making to establishing
and achieving common government priorities.
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Policies can be more or less closely
co-ordinated. Usually, there are considerable
differences amongst different stakeholders
about the adequate level of coordination. It is
thus useful to find common ground as to the
most appropriate areas as well as the jointly
accepted degree of coordination amongst
those involved. Metcalfe (1994) proposes nine
different levels of policy coordination (see
Figure 5). At the lowest level of the scale, each
actor maintains its autonomy and makes
decisions independently. At the second level

organizations involved focus on information
exchange, but not necessarily dialogue
(consultation and feedback), which is the focus
at the third level. The fourth level adds the
component of balancing the perspectives of
the different actors by a focus on avoiding
clear divergences. The next level, level 5,
co-ordination aims at consensus and common
objectives. Levels 6 and 7 comprise
coordination actions in situations in which
ministries/agencies have not been able to find
an agreement on their own.

overall
governmental
strategy

central governmental
priority setting

central organisation sets
competency boundaries

arbitration of differences between
organisations

| seeking consensus / agreement

| avoiding main divergences

| consultation

| information exchange

internal management of external relations

above). Decentralised tools for environmental

Figure 5. Metcalfe Scale of Coordination (Metcalfe, 1994)
A third party, normally the centre of
government, acts as arbitration body or

decides on the limits to ‘ministries/agencies’
actions. In Level 8 and 9, there are clear
governmental priorities or joint strategies that
give a definite direction.

4. Mechanisms for policy
integration and coordination

In relation to policy measures and instruments
a considerable number of classifications exist,
as do for mechanisms to integrate them. For
instance, Jacob and Volkery (2004) distinguish
between two approaches to policy integration
(a) centralised and (b) decentralised. These
two different but interrelated approaches refer
to the understanding of policy integration as
(a) the development of a joint new policy and
(b) the integration of the objectives of one
policy into another policy area (see chapter 2.1
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policy integration include for example sectoral
environmental strategies, environmental
departments in the different sectors,
green budgeting, strategic environmental
assessment and impact assessment of policy
initiatives (Volkery and Jacob, 2008). National
environmental planning, National Sustainable
Development Strategies, constitutional
provisions to protect the environment,
independent institutions for evaluation and
monitoring, consultation procedures, veto
rights, green cabinets and interdepartmental
working groups are among the centralised
tools for environmental policy integration
(Volkery and Jacob, 2008).

Besides  centralised mechanisms  and
decentralised mechanisms Jacob and Volkery
(2004) distinguish between political strategies
and administrative instruments. In relation
to innovation policy integration, centralised
political strategies would include the National
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Measure
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Multiple Development ) MAPs and
measures network measures
il il
Single Activity :i> Linkage or
promotion or ‘bridging’
subsidy measures measures
» Actors
Single Multiple
Figure 6. Policy integration — actors and measures instruments (MAP=Multi Activity

Programmes (Boeckholt, 2004))

Reform Programmes developed by the
EU Member States in the course of the
Lisbon process, White Papers on Innovation,
the establishment of National Councils for
Innovation or similar. An example for a
co-ordinated but decentralized implementation
mechanism for integrated development are
various bottom-up approaches for local and
rural development, as, e.g. framed and applied
in the EU LEADER programme.

Arnold and Boekholt (2003) identify four
categories of co-ordination mechanisms in
the context of research and innovation
governance:

+ Cross-ministry/agency programmes

+ Inter-agency co-operation agreements

* Ad hoc co-ordination

» Use of planning processes and
procedures that require co-ordination.

With the increasing recognition of complexity
of innovation in practice, innovation policies
get more complex and “systemic” in each
policy area, and increasingly use different
instrument mix to address these systemic

aspects. As Figure 6 shows, single measures
by single actors tend to get replaced by multi-
measure packages, and further integrated with
packages of multiple measures by other
actors. Particularly in the context of innovation
policies and driven by the rise of innovation
system concepts, linkage or bridging
measures to connect multiple actors have
seen a considerable surge in the last decade.
The challenge in policy is to integrate
measures and actors even further, with a view
to arrive at coherent and effective multi-activity
programmes and related network measures.

5. Factors for success or failure of
policy integration and coordination

Persson (2004) on the basis of Lenschow and
Zito (1998) groups the explanatory factors for
the success of policy integration into three
broad categories:

(a) Normative factors,

(b) Organisational factors and

(c) Procedural factors.
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Normative factors refer to values, norms and
policy-making and administrative culture that
set the general parameters of policy-making
(Persson 2004, p. 28). Normative factors
include high-level policy commitment and
strong and clear leadership, societal backing,
dominating policy paradigms and traditions,
time perspective, and the use of knowledge
and science. Policy integration needs
high-level political commitment including
strong political leadership to be successful.
The lack of political will is often identified as a
main barrier for better policy integration
(Persson, 2004). This was also the result of a
recent survey among forest administrations
in Europe. The lack of high-level policy
commitment was identified as the second most
important impediment for the integration of
innovation policy measures in national forest
policy (after the lack of financial resources)
(Bauer and Rametsteiner, 2006). Maetz and
Balié (2006) identify six factors that determine
the existence and intensity of political will:
presence of a real problem, interest, policy
climate and context, presence and allocation
of additional resources, convergence of
stakeholders’ views, and links with national
priorities. Besides support from the top political
level, policy integration also needs support
from the bottom, i.e. societal backing.

A formal overall policy framework for policy
integration is identified as an important means
to define a strategic perspective and
implement policy integration effectively. Such
an overall policy framework includes National
Reform Programmes in the case of innovation
policy or National Sustainable Development
Strategies for sustainable development
policies. These programmes and strategies set
overall principles that should guide not
only single sectoral policies but overall
governmental strategy. The factor policy
paradigm and tradition refers to the main
assumptions on which policy is based, the way
in which policy is made and the professional
culture among policy-makers. However, ideas,
policy paradigms and traditions are rather
difficult to change and take longer times
(Persson, 2004). Whitelegg (2004) analysed
the coordination between innovation and
transportation policy and found that interaction
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between the policy areas is difficult partly due
to differences in thinking between the policy
areas (experimental versus stability). Each
policy area does not make allowances for the
differences in thinking and instead believes the
other one should change (Whitelegg, 2004,
p. 5). Further, a lack of long-term perspective
in policy-making is generally identified as a
hindering factor for successful policy
integration.

Organisational factors for policy integration
include the general government architecture,
interaction of actors within and outside
government, power structures, resource
allocation and budgeting, and capacity
(Persson, 2004, p. 29). A main reason
for the lack of policy coherence is
seen in sectoral departmentalisation and
institutional fragmentation within government.
Departmentalisation leads to a competition
between sector departments regarding
resources thus hindering policy integration and
coordination. Besides sectoral fragmentation
also federal, i.e. vertical, division of functions
may impede better policy coherence. Collier
(1994, p. 245) states that policy integration
generally is easier in centralised countries.
Strategies to overcome these impediments
include institutional reforms such as (a) the
integration of departments and functions,
(b) the establishment of new institutions
(e.g. National Innovation Councils in the case
of Innovation Policy Integration), (c) the
assignment of existing institutions with a new
mandate, responsibility and accountability
(Persson, 2004, p. 30). Other mechanisms to
increase coordination and communication
include inter-ministerial committees and task
forces, networks schemes, regular circulation
of staff between sector departments (Persson,
2004, p. 30f). Another frequently mentioned
tool is the budgeting process (see also
chapter 5).

Procedural factors include strategies and
action plans and systematic assessment
procedures (Persson, 2004). The development
of a sector strategy refers to the integration of
policy objectives of one policy into other policy
areas. Further, evaluation and assessment
procedures have become important tools in
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Environmental  Policy Integration (e.g.
environmental impact assessment). The rules
of decision-making may also be adapted to
increase coordination among different actors.
The rules include the right to set formal
agendas, the right to develop policy
proposals and the timing of participation by
different departments and agencies (Persson,
2004, p. 32).

Lenschow (2002) identifies three dimensions
of factors for Environmental Policy Integration:
actors, ideas and institutions. Factors
concerning the actors in the policy-making
process include their policy preferences, their
power and influence in the decision-making
process, the political commitment of sectoral
policy-makers and the existence of political
leadership (from above) or pressure or
mobilization of societal actors (Lenschow,
2002, p. 16f). Lenschow further states that “it
is helpful to consider policy interests as
embedded in a frame of reference, which
prestructures the thinking within a policy
sector...”. The acceptance of certain ideas
(for example sustainable development or
systemic innovation approach), the relative
persuasiveness of the causal story and the
spread and stability of policy ideas have strong
influence on the opportunities for successful
policy integration (Lenschow, 2002, p. 17).
The more changes depart from traditional
practices and involve larger the institutional
changes the more difficult it will be (Lenschow,
2002, p. 18).

6. Limits of policy coordination

Finally, policy integration and co-ordination
have their limits. The main limits are related to
aspects of democracy, trade-offs and costs.
According to Persson (2004), as decision-
making power is ever more decentralised
there is a danger of loss of democracy
wherever there is a loss of concrete
accountability for actions and policies due to
the increasing number of actors involved. At
the same time policy coordination across a

broader spectrum of policies can enable better
representation of values and interests of
society, which should enhance the legitimacy
of policies. If decision making moves to ever
higher levels of the political hierarchy in policy
integration, this might put legitimacy of policy
decisions in question.

Further, coordination and cooperation are
often seen as an additional burden as they
imply an increase in complexity and additional
uncertainty by many actors. On the one side
more information has to be processed and on
the other side coordination is not free of costs,
nor free from hidden strategic motivations of
the actors involved, which can thus lead to
the loss of (political) ground. Additionally,
coordination and cooperation require
additional resources without necessarily
creating a compensating gain (trade-offs). The
decreasing resource endowment might lower
the incentive to engage in co-operations and
coordinate (Ohler, Polt et al. 2004, p. 47).

It is important to acknowledge that the
competition that exists over scarce resources
of funds, budgets, political power and
competence likely determines the willingness
of independent bodies to co-operate.
Economically speaking, the willingness to
cooperate is dependent on their (and one’s
own) assessment of the potential additional
(marginal) benefits of increasing cooperation
with the potential added (marginal) costs
involved, and the degree of risk one takes.
Thus, co-operation can likely be improved
up to a point where the benefits outweigh
the costs and risk taken. This, however, is
often the case. The best way for political
actors to get access to larger shares of scarce
resources is through cooperation with
others, which does not necessarily restrict
competition. Many similar examples of
cooperation between competitors can be
found in the business domain, coordinated
through markets. For example, efforts in risky
research and development projects are
often undertaken in cooperation between
competitors.
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1. Introduction

The European Union has identified the specific
needs of low tech industries in policy activities
to promote innovation. These needs have
specific features when small and medium-
sized enterprises (SMEs) are concerned.
These needs centre to complementary
knowledge and services available in the
regional or local infrastructure. Fast intake of
new technologies and barrier removals in
international trade has increased international
competition especially in traditional low tech
industries during the two recent decades. Fast
transportation and other logistic cost decrease
have supported the enhancing presence of
multinational corporations and related value
networks in regional and local low tech
industry markets in EU countries. These
development trends have weakened the
specific competitive advantages (CAs) in those
EU industries. The latter development has
forced European low tech industry firms more
and more accept subcontracting with global
scale business. These contracts, first assumed
opportunities to local SMEs, tend to challenge
the creation of sustained CAs among
those firms. Subcontracting does not support
the emergence of independent technical
knowledge base but create dependencies from
short run interests of global corporations.
Embedded local technology knowledge
and local customer market presence in the
business environment are among (SME)
specific frameworks towards their CAs. These
features are aimed to be maintained in EU
market area through specific policy actions.

Innovativeness has been adopted as a cross-
cutting policy objective in the joint European
industrial policy. The coordinated and
integrated policies aim to improve favourable
framework conditions for enhancing industrial
competitiveness (Communication on Industrial
Policy in an enlarged Europe, COM 2002).
Policy coordination in innovation context aims
to determine the direction of scientific and
technological research but also to improve
the implementation of new technologies
(EC Innovation papers no 28). However,
EU Commission has currently accepted
enhanced innovativeness among traditional
mature industries into their policy objectives
(Communication on Industrial Policy in an
enlarged Europe 2002). Improved innovation
capability among low tech industry firms
imply the strengthening of scientific and
technological research output use. The
coordinated policy actions improving the
possibilities among low tech SMEs to
cumulate and distribute their DUl (Doing,
Using, Interacting) is also realized. The
systematic documentation and distribution of
the tacit knowledge from low tech SMEs
should be available in those industries
for the further innovation processes. The
latter target implies policy transfer: from
R&D and technology-push-centric thinking
towards the creation of improved knowledge
infrastructures, inter firm cooperation and
learning capability creation. This new policy
mode needs organizational  structures
transmitting knowledge for the benefits among
SMEs. The attention among policy makers has
recently been extended from science and R&D
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towards the near-market end of the innovation
processes. New innovation policy has
enlarged from firm subsidies and tax
incentives towards policies supporting the
creation of CA potentials in wide innovation
context (Reid and Peter, 2008).

2. Research task

European innovation policy makers have
identified that strengthening innovative
capabilities among firms in low tech industries
is rational policy objective. Since the 1960’s
the target of innovation policy has been
broadened from providing direct subsidies to
private R&D measures in R&D intensive
high-tech  industries towards reinforcing
the demand, diffusion and application of
new knowledge in low-tech industries. The
measures to strengthen the innovative
capacity of low-tech industries broadly covers
the competencies of firms to identify business
opportunities and corresponding innovation
needs and to develop the competences and
resources necessary to access, employ and
successfully exploit the new knowledge in the
market.

Low tech industry firms lack traditions to
implement research findings to high tech
products but can create new unique CAs
through innovation processes. However, the
main obstacle is the lack of intra firm
resources. The specific needs in this context
are among the key challenges for European
innovation policy. This policy has expanded
from R&D oriented support and has adopted a
wide innovation approach supporting the key
drivers among European low tech firms, SMEs
as well as large corporations, for growth,
competitiveness and productivity through
innovation process outputs. The current wide
innovation policy covers organizational and
market innovations in addition to direct
public interventions into firm specific R&D
investments. Knowledge and competence
improvements are in the systemic innovation
view complemented through distributed,
interactive and integrated learning processes
within network structures. Innovation support
in interactive learning processes cover
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intermediary activities between producers,
developers and users of knowledge.
Knowledge transfer is facilitated in terms
of knowledge and competences, structures
for interaction, and respective collective
development strategies (Lorenzen, 1999).

The new innovation policy approach needs
active policy integration. Major integration
needs are within regional and rural policies.
The creation of local innovation infrastructures
are among the key policy targets to support
the CAs among low tech SMEs. National
governments resume their responsibilities for
better policy coordination and integration.
The latter are needed to support innovation
processes but also to equalize the supply of
intellectual and knowledge resources and
capabilities to match with the complementary
demand of these by innovating firms. The
challenges to equalize the knowledge supply
through the mediating agents (gatekeepers)
and other intermediating structures with the
demand of that knowledge among the SME
managers are in the focus of this text.

The challenges to develop local and regional
innovation infrastructures to match with the
needs of low tech SMEs are discussed in the
context of policy coordination and integration
towards practical policy implementation
incidence. The text focus is in the institutions
transmitting knowledge but also in the
relationships by which the promotion and
enhanced access to external resources and
competences among SMEs could be
improved.

3. Innovation performance
deficiencies among low-tech SMEs

Innovation initiatives among low tech firms and
especially among SMEs are pushed by
competitors, demanding users and customers
tending to favour narrow networking and
learning-by-doing in innovation activities.
The negative knowledge accumulation spiral
among many mature industry SMEs starts
form supplier-domination based on the
dependency of a subcontractor on new
knowledge and technology processed by or
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through the network leader. New policy
activities are needed to provide ways to
systematically improve capabilities towards
independent innovation processes. Innovation
capabiliies among SMEs imply technical
competencies but also skills and knowledge to
find new market solutions and other CAs.
Low tech SMEs must differentiate their
products and/or services from their local
competitors. Low knowledge receptivity in
terms of entrepreneurial competence is one of
the major policy challenges against easy
technology diffusion among SMEs in low-tech
industries. SME managers frequently lack
the strategic capabilities to formulate and
implement their business strategy along the
needs for a proactive innovation strategy.
The same deficiencies concern abilities to
evaluate the strategic relevance of new-to-the-
firm technologies (Arnold and Thuriaux, 1997;
Morgan, 1995). SME managers frequently lack
time and knowledge to reorganize their
business processes to fully exploit the
economic potential created with technological
innovations.

Initiation to an innovation process among
SMEs is frequently pushed by competitors,
demanding users and customers. The
competitive position enforcement in the market
is in general the major fact addressing
SME managers to search for innovation
opportunities. The current CAs among SMEs
has typically local origin and resource base
and local and rural communities what
concerns the availability and accessibility are
relevant for complementary resources. The
lack of intra firm tangible resources and
disabilities to use complementary external
resources are frequently observed behind the
low innovation activities and performance
outputs. The findings are partly due to the low
or missing supply of the key resource in terms
of human capital, organizational capabilities
and limited external relationships. The
disequilibrium between the demand and
supply of resources and local mediating
agents are recent innovation policy challenges
but address also the importance of policy
coordination and integration (Capaldo ibid.).
The dependence on regional or local
complementary factors, skills and other

resources among SMEs address high priority
to policy coordination and integration in
innovation policy context (for findings from
wood-industry companies see Hansen et. al.
2006). On the other hand the survival of SME
structures and district configurations are
essential for the economic sustainability and
employment in the regions concerned. All
these issues support multi functional policy
activities and tools for innovation support.

The specific needs and challenges among
SMEs support structural rearrangements in the
interests and tasks among national, regional
and local policy stakeholders. Innovation
policy has cross-cutting tasks implying policy
coordination with other policy areas. The
needs of policy integration can be derived from
the needs to finance innovation system and
process development (Bauer, 2006). The
recent tendencies in value chain business
have supported intensified key competency
use among firms thus supporting their
increased specialization. The value networks
of specialized firms imply reorganizations
among the tasks of the value chain
participants. These specialization activities
have covered production outsourcing,
subcontracting and partnering solutions as
well as other disintegration activities. The
fragmented value network structures tend to
benefit from policy outputs to innovation
support that have been created through
coordinated activities

Many mature industry SMEs are supplier-
dominated meaning dependency on new
knowledge and technology processed by or
through the network leader (Pavitt, 1984).
They typically operate as second or lower tier
suppliers of standard product components in

vertical value operating under particular
cost pressure. Those firms have limited
competencies for individual innovation

processes that in turn constitute a major
challenge for policy integration and
coordination in innovation policy context to
confirm opportunities to create independent
role as producers or partners in parallel
value networks. The benefits from policy
coordination and integration are indirectly
valuable also to large companies with their
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own R&D capacities because of their
dependencies on SMEs as subcontractors
or partners. The concept of systemic
innovation pays special attention to the
interdependencies between the innovating firm
and its external environment (Schienstock and
Hamalainen, 2000).

Empirical research findings support the
credibility of extended policy coordination and
integration in local policy implementation
infrastructures when structural development in
regional and local industries and innovation
activities are concerned (Bender and
Laestadius, 2005). Entrepreneurial attitudes,
perceptions on benefits may explain the
low participation among SME managers
to organized learning. Mature industries are
characterized by steady state technologies
and little technological opportunities and
technological lock-in are common among the
firms with narrow networking and learning-by-
doing activities (Schienstock and Hamalainen,
2000). The low interests in innovation policy
programs co connect customer and consumer
participation into innovation processes can
also explain the low interests among low tech
SME mangers.

The economic performance among traditional
low-tech industry SMEs has important role
for the development of regional and rural
economies. This position of SMEs in
local economies makes them a special target
for policy support concerning innovation
performance improvement. The innovation
targets among SMEs do not proactively search
for new innovation opportunities but tend to
imitate current best practices. They tend to
prefer the use of their own embodied tangible
assets and fine tune their manufacturing
equipments incrementally. Those firms are
less innovative than in high-tech industries and
mainly aim to introduce incrementally new
products. Product innovations in low-tech
industries are characterized by a relatively
low degree of complexity and novelty
(Palmberg, 2001).
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4. Innovation behaviour and
performance among wood
product industry SMEs

The information and knowledge service
demand among wood product industry SMEs
have traditionally been directed to technology
and value chain specific channels. Due to the
maturity and low-complexity of products there
is limited scope for product innovation. Limited
possibilities for protecting innovations from
imitation and the absence of technological
opportunities discourage firms to engage in
developing new products and explain the low
priority of product innovation in the industry.
Low returns due to fierce price competition
in commodity markets typical for a mature
industry further causes scarcity of resources
for competence building and innovation as a
strategy to maintain the flexibility to react to
unanticipated environmental change. As a
consequence there is also limited demand for

information and services in support of
innovation activities.
The current innovation policy identifies

organizational or market innovations as the
basic managerial interest fields concerning CA
creation among low tech industries. This has
not become popular in wood product industry
firms where product and process development
issues dominate. Innovations in business
systems have had an inferior position also in
the related research (Hovgaard and Hansen,
2004). However, structured intra firm product
development systems have been rare among
wood product industry firms and especially
among SMEs. The latter tend to explain the
limited research interests and fair traditions
among firms (Hansen, 2006). Production
orientation do not support organizational or
market innovativeness in wood product
industry strategies. Recent research findings
have provided some support on the positive
relationship between organizational size and
market orientation thus expressing interests to
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marketing CAs among large firms (Cao and
Hansen, 2006; Wagner and Hansen, 2005).
Successful commercialization of new wood
products tend to have market-driven product
development, multiple knowledge process
management, and firm-wide development
support as explaining background variables
(Bull and Ferguson, 2006). The findings
above strongly support innovativeness
to be extended into SMEs in wood product
industries (Stendahl, 2009). Competitiveness
among SMEs in process industries are
strengthened and enhanced by (a) product
differentiation, (b) successful specialization to
niche markets or (c) product innovations inside
successful value chain architectures (Hirsch-
Kreinsen, 2006). Firm size is a relevant
attribute explaining differences innovation
behaviour and innovation performance in
wood product industries. Intra firm financial
resources are limited due to low profit margins.
Strong operational burden in day to day
business among the managers and inward
oriented communication culture have been
identified as typical barriers to organizational
development towards better use of external
resources (Korhonen, 2006). Low R&D input
levels among wood product industry SMEs
explain  their  innovation management
characterized by incremental wood product
innovations thus challenging the applicability
of research findings in PILOT research
concerning low tech industry innovations in
European context (Bender, 2006).

Wood product SMEs have limitations to fully
utilize positive scale economies thus focusing
product differentiation as major power against
young small firms entering into the market
with new products. New products are less
advanced in wood product industries than
those of high-tech industries. The latter
indicates high importance of success in
domestic markets when compared with high-
tech industry SMEs and their products. The
availability of fit-for-purpose technologies and
access to user-producer and producer-supplier
linkages are important sources of specific
information and knowledge among SMEs. Low
entry barriers due to low product complexity
and limited capital requirements support

dynamic and continuous innovating processes
among wood product SMEs.

Innovations in wood product SMEs can
typically be described as best practice
imitations with one-off investments into
tangible assets. Typical SMEs are standard

manufacturers of bottom segments in
vertical value chains and operate as
standard component  producers.  Their
strategic  reorientation is parallel  with

European low tech industry SMEs: technology-
pushed, incremental process improvements
with attached incremental fine tuning in their
production process with new technology
vintages  (Hirsch-Kreinsen, 2006). Their
innovation processes are typically market-
pulled but without immediate contacts with the
end users. Subcontractors in wood industries
usually have no formal R&D activities of
their own. They rather utilize technological
innovations implemented by the prime
contractor corporation into their blueprints. The
supplier-dominated SMEs in wood product
industries are among the least advanced
initiators of innovations. They generally do not
develop their innovations internally, but rather
introduce cost-saving process innovations
by acquiring and implementing advanced
technologies, equipments and materials
produced in other sectors.

5. New rationales behind innovation
policy interventions

Innovation  policy implemented through
systemic structures cover learning process
support to non-technological innovations as
well as knowledge diffusion and exploitation
processes. Current innovation policy
acknowledges the systematic creation of intra
firm competencies to new technical knowledge
adaptation but also capabilities to manage
processes with external relationships and
collaboration. Managerial competencies to
reorganize business processes expand the
potentials to benefit from technological
innovations. Traditional innovation policy (1st
generation innovation policy) addressed public
support tools to promote R&D activities with
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product and process development financing.
The policy activities provided market allocation
complements towards socially optimal R&D
resource use. Policy actions were tailored to
compensate uncertainty, lengthy repayment
periods and knowledge spillovers constraining
the incentives of knowledge producers for
R&D expenditures. Policy measures were
confined to the promotion of new knowledge
and innovation infrastructure creation. This
policy undermined those potentials connected
to the knowledge and competence diffusion by
making high-tech knowledge diffusion through
best practice adoption as the major innovation
policy argument for low-tech industries (von
Tunzelmann and Acha, 2004).

The adoption of systemic innovation
approach enlarged the scope of innovation
policy preparation from science and
technology policy to more general capability
and network building framework (Schienstock
and Hamalainen, 2000). This enlarged
innovation policy cover learning process
support to non-technological innovations as
well as knowledge diffusion and exploitation
processes (Lundvall et al. 2002; 2005).
Current innovation policy rationality
acknowledges that innovation processes
are not solely related to the intra firm
competencies but cover also capabilities to
acquire transform as well as new technical
knowledge adaptation. External relationships
and collaboration, therefore, are essential
for tapping external sources of innovation.
Managerial competencies to reorganize
business processes expand the potentials to
benefit from technological innovations.

Insufficient information and the lack of
capabilities to identify innovation opportunities
frequently impede the incidence of innovation
policy tools among low tech industries.
(Langlois and Robertson, 1996; Innovation-
Enabling Capabilities, see Bender and
Laestadius, 2005). Competence building
requires firms to invest into their absorptive
capacity creation (Cohen and Levinthal, 1990).
The absorptive capacity concerned comprises
specialized structures, practices and
resources and considered to be one of the
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core concerns of innovation systems parallel
with new knowledge generation (Lagendijk
and Charles OECD proceedings Boosting
innovation (Mowery, 1995)).

Innovation system identification provides
comprehensive view on the actors and
activities but also innovation supporting

infrastructures (legal, regulatory and financial
frameworks). National innovation policy put
efforts to the enhancement of nationwide
institutions and structures identified as
National Innovation System (NIS) whereas
regional innovation policy focuses on regional
and local innovation and interactive learning
support in Regional Innovation System (RIS)
(Lundvall, 1992). SMEs in traditional mature
industries benefit from localized learning thus
implying RIS support on capability and
competence creation. Innovation learning
proceeds in close and intensive collaboration
among firms towards co-operation and
learning-by-doing benefits. Well-established
intellectual property rights, contract law and
the form of labour market governance
constitute formal institutional framework for
more active innovation interests. Innovation
policy in this context need extensive policy
support and incorporation into decision making
in variety of policy areas and arenas towards
improved governance and performance of the
innovation system (EC Innovation Papers
no. 28).

6. Coordinated and integrated
policies to support innovation
systems

Horizontal policy promotes  knowledge
diffusion  beyond sectoral or regional
boundaries  thus  supporting improved

coherence in different policy areas, functions
and activities.

Vertically  integrated  innovation  policy
considers innovations as sustained CA
creation for sectors or enterprises interlinked.
New policy opportunities allow crossings
beyond traditional industrial sectors
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boundaries. Diffusion and adoption for ICT and
other cross-cutting technologies has started to
make these cross-sectoral linkages more

common.
Basic intra firm R&D advances can
provide basis towards self-sustained

commercialization of new products and
services without interventions from NIS or RIS.
These activities can be supported through
traditional innovation policy tools. However,
commercialization of R&D outcomes can
benefit from integrated policy actions by
supporting firm  specific complementary
commercialization activities (Lankhuizen et.al.
2003).

The mainstream knowledge diffusion from
product and process development issues
towards commercial solution creation can also
be arranged backwards to boost new
innovation policy actions. Information from
successful innovation commercialization
available for R&D stakeholders provides
marketing and organizational activity planning
potentials already during the R&D stage

(EC Innovation Paper nr. 28, Innovation
Tomorrow). Regional policy makers,
responsible for integrating innovation into
regional development strategy and the

allocation of regional development funds,
could search new options for policy integration
by enlarging actor integration outside the
innovation systems. These enlargements can

integrate  public and private research
organizations, technical colleges, science
parks and technology centres.

The current European innovation policy

(European Union Green paper on innovation,
Innovation Action Plan) recognizes non-
linearity and recursive links in innovation
processes. This new approach broadens the
spectrum of necessary policy instruments.
Science, Technology and Innovation (STI)
oriented innovation policy in EU. STI
orientation highlighted NIS activities keeping
RIS policies on second priority. STI-policy
covers the domains of (1) science policy,
including, for example, higher and university
education research, training, (2) technology
policy and (3) innovation policy including the

diffusion and absorption of new technologies.
It does not cover contextual or framework
policies such as competition policy, industrial
policy, fiscal policy, employment policy etc., in
spite of their importance for innovation.

Horizontal policy activities accentuate the
diffusion of key technologies beyond sectoral
or regional boundaries thus favouring fast-
growing targets. Horizontal policy coordination
towards innovation support address the
improved coherence between the decisions in
different policy areas as a collective tool to
shape functions, activities, organizational set-
up and institutional framework conditions for
innovation system improvements. Horizontal
coordination is especially relevant when a
wide innovation approach is applied (Bauer,
2006).

Vertically integrated innovation policy address
innovations as means to achieve and sustain
CAs for industrial sectors or groups of
enterprises interlinked. These interlinks can be
within a vertical value chain or industrial
cluster respectively thus creating innovation
potentials and fostering innovation capabilities
(see Bauer (2006) for the questions addressed
by COST ES51). Vertical innovation policy
integration is about sector-special measures
on how to integrate innovation support into
sectoral policies (Ruud and Larsen, 2004.

MONIT). Business formation based on
regional or local value-chain structures as well
as the needs to promote commercial

applications accentuate benefits achievable
through sectoral policy coordination and
integration. The effective SIS provisions can
be characterized by a distinct technological
regime  and  sector-specific  innovation
processes. The latter imply sufficient address
to specific industrial sector issues. Selective
policy measures are preferred over horizontal
measures to address the specific requirements
(Reid and Peter, 2008).

The inappropriateness to account for
new technologies and innovative business
strategies through the existing industrial
sectors is a big concern in cross-sectoral
innovation policy integration. New
opportunities tend to cross over the traditional
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industrial sectors boundaries.  Diffusion
and adoption for ICT and other cross-
cutting technologies, like biotechnology
and nanotechnology, should be considered
when creating cross-sectoral linkages for
innovation systems fostering innovation in
low-tech industries (Reid and Peter, 2008).
Cross-sectoral innovation policy is concerned
with business applications based on the
exploitation of key technologies. Technologies
may be developed and applied in related
and supporting industries and may be

embodied through intermediate products,
machinery, equipment or ICT applications
used in the cluster's core activities.

Technologies embodied in the products of the
wood processing industries may be important
cluster-specific inputs to the production of a
wood cluster's core products. The chemical
industries may provide glue and coating
technologies, the IT industry CAD/CAM
and CNC-milling technologies etc. The local
presence of new technology suppliers
facilitates supplier-user communication and
cooperation through developing, prototype
testing and fine-tuning of new technologies.
Local specialized knowledge-intensive
business services (KIBS) facilitate the transfer
of technological and business skills. Sectoral
innovation policy must account for the specific
innovation system requirement defined by the
scientific and technological knowledge base,
strategies, resources and competences of its
actors. These policy challenges extend to
national and regional innovation policies
implying consistency with sector priorities.

7. Policies fostering innovation
performance in traditional low-tech
industries

Clusters constitute favourable innovation
environments by functional, social and
geographical proximities and related

innovation systems support. SMEs traditionally
avoid investments into R&D due to high
uncertainty and the lengthy repayment period.
They lack of knowledge about innovation
opportunities and insufficient entrepreneurial
capacity. Regional and local innovation system
support is important for improving innovation
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performance among SMEs that learn mainly
by interactions with actors at the same
location. Innovation activities among low tech
SMEs are not performed in isolation, but rather
through cooperation with other firms and
KIBS providers (Rametsteiner, 2000). Support
on existing and new networks is needed to
foster the innovative performance. This is due
to the knowledge and competency inferiors
thus addressing needs to create cooperation
arrangements. Systemic approach in wide
innovation  policy prefers  public-private
partnerships and collaboration between firms
and external partners in the research sector.
Policies concerning cross-sectoral interaction
and co-operation address the lock-in situations
in mature industries. Cluster initiatives and
technology platforms are among the recent
network-facilitating policy tools (Reid and
Peter, 2008). Innovation policy favouring
cluster-based national implementation can
be identified in the background of cluster
specified centres of expertise, science parks
but also regional development agencies
(Regional Clusters). These institutions are
addressed by definition to enhance cluster
based policies on regional level. Technopoles
and industrial villages represent examples of
institutions providing new channels for local
innovation networks to cross over the
traditional cluster boundaries.

Clusters can provide positive innovation
environment through functional, social and
geographical proximities. Innovation system
support has to be taken into account because
SMEs avoid investments into R&D due to
high uncertainty and the lengthy repayment
period, lack of knowledge about innovation
opportunities and insufficient entrepreneurial
capacity. Financial support from national or
regional institutions to policy implementation
can compensate excessive competitive
pressure and ease entries related competence
building. Regional and local innovation system
support is important for improving innovation
performance among SMEs that learn mainly
by interactions with actors at the same
location. Their learning capabilities are very
much characterized by direct social interaction
and collaboration with other firms or non-firm
organizations in the same region or locality.
Knowledge relevant for them is typically non-
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codified and transferred by face-to-face
communication. Therefore cultural, institutional
and social structures are important for the flow
of information among firms and their learning
capabilities (Malmberg and Maskell, 2006). An
innovation system supporting these firms,
therefore, must target on fostering local
learning processes (Asheim and Isaksen,
2002).

Shift from a production-focused strategy
towards customer-derived business models is
of major concern when progressing innovation
system supports. The organisational
innovation initials among wood product
SMEs mean more intensive downflow
integration in the value chain. The latter
cover customer interface inclusion through
vertical collaboration along the supply
chain (Rimmler et al. 2006). Competitive
strategies in low-tech industries rely on
innovation activities moving within a spectrum
of incremental innovations and architectural
innovations  respectively (Hirsch-Kreinsen,
2006). Architectural innovations  modify
partitioning among system elements and
interfaces. Timber frame building system,
applying industrialized manufacturing
methods, provides an example of architectural
innovation potentials to be proceeded with a
structural system for wood products: timber
truss, panel, volumetric or platform frame. The
architectural superiority of these systems
relates to the redefinition of work shares
within a production network. Their main
objectives among the firms in the downflow,
construction companies, are in the reduced
costs of manufacturing and work on-site. An
architectural innovation is not only a technical
innovation but imply new working patterns and
linkages between the actors in a value network
(Ollongvist, 2008).

Architectural innovations are also new designs
and techniques to combine different types of
raw materials, such as wood, steel and
polymers. The furniture industry is a domain of
architectural innovation in this respect. An
investment in a new process technology may
enable sawmills to produce sawn products in
new dimensions (Stendahl, 2009). Operational

efficiency, customer responsiveness and
quality are all important building blocks of
successful strategies in those industries.
Rearrangements in inbound and outbound
logistics are  necessary if  customer
responsiveness, just-in-time delivery system,
is aimed to be improved (Schienstock
and Hamalainen, 2000). Productivity and
product quality enhancing investments through
step-by-step technological advances within
established generic technological concepts are
necessary in order to stay in the present
market and at the same time safeguard
progress in productivity cost effectiveness.
(Schienstock and Hamalainen, 2000). A
constant inflow of new technologies into
mature industry firms keep on the necessary
continuous productivity improvement.
Sophisticated suppliers of technical
components, machinery, tools or software are
highly important for the diffusion of these new
technologies (Pavitt, 1984). The creation of
cross-sectoral linkages is an important mean
to foster the transfer and application of generic
technologies such as ICT and other state-of-
the-art technologies (Bloch, 2005).

The strengthening of linkages between
innovation system actors is a major policy
concern. Policy means should be targeted at:
1. Systemic, more formally organized and
continuous interaction between different
stages of the innovation process from
research to marketing,
2. Partnerships between industry, science
and the governmental sector, and at
3. Inter-firm collaboration along value
chains.

Questions of concern for policy makers are:

1. How to create a science-based innovation
potential,

2. How to transfer and implement new
technologies and

3. How to remove barriers to market entry
and to foster new entrepreneurial
entrances in these industries (see e.g.
Arnold and Thuriaux 1997; Georghiou et
al. Evaluation of the Finnish Innovation
System, Ministry of Trade and Industry,
Finland, publication 5/2003).
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8. Conclusions and discussion on
enhancing innovation capabilities
among low tech industry SMEs

The European Union's Lisbon Strategy
addresses innovative capacity as a major
tool to strengthen competitiveness of
industries and businesses in global market
conditions. Innovation support has thereafter
acknowledged as one of the key factors of
industrial competitiveness in practical industry
policy postulations. The inefficient use of new
knowledge among SME managers, identified
frequently as incomplete KIBS wuse, is a
specific policy implementation challenge
(Capaldo et al. 2004).

Innovation policy implementation can benefit
from parallel regional and rural policy activities
when low tech industry SMEs are in policy
focus. The managers of SMEs ask for
supplementary knowledge and expertise for
their innovation processes. The supply of
these services can be arranged into regional
and rural policies because of their extensive
validity when industries are concerned. SME
managers are accustomed to use local
technology knowledge and are in many ways
dependent on embedded local supply of KIBS.
The day to day managerial burden among low
tech industry SME managers make them to
prefer the local market presence of KIBS due
to the low transactions costs for the use of the
services. The limited absorptive capacity
among low tech industry SME managers to
adopt high-tech knowledge and best practice
solutions can be improved through the
supply of KIBS. The use of these services
can improve innovation-enabling capabilities
among SME managers thus easing
identification of new market solutions and
value chains positioning. These framework
conditions related to both demand and supply
of knowledge and competencies must be
indentified and adopt in parallel actions into
the implementation of innovation-, regional-
and rural policies. The regional and local
service supply of complementary knowledge
and competence demand is needed to
strengthen innovation capabilities among
forest industry SMEs.
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Resources provided through SIS are the major
source for the scientific and technological
research knowledge creation allowing also
R&D output distribution outside the firm
specific secrecy conditions available. The
improved policy coordination improving R&D
output distribution could create potentials for
individual firms to use them as complementary
local knowledge base. These programs are
also tools for the creation and development of
technologies and value chain specific product
and process solutions. The action programs
focusing on traditional sectoral technology
improvements need funding schemes, (a) to
finance consortia between academia and
public research organisations to provide
open source scientific knowledge, (b) to
allow private-public partnerships aiming at
organisational and marketing innovations by
single or groups of enterprises (c) to enhance
DUI competencies related to these innovation
processes.

The concept of systemic innovation pays
special attention to the interdependencies
between the innovating firm and its external
environment (Schienstock and Hamalainen,
2000). Systemic innovation approach provides
comprehensive view on the regional and
local coordination and integrating policy
actors to understand SME specific innovation
processes, activities and institutional
framework conditions. The evaluations
concerning absorptive capacity deficiencies
and demand and supply conditions related to
innovation-enabling capabilities would help
policy stakeholders responsible for horizontal
and vertical policy coordination to improve
policy incidence supporting successful
marketing and organizational innovation
activities among SMEs.

Tools facilitating network creation are
becoming important in national innovation
policies. There are cluster environment needs
but also vertical value chain needs to build up
more profitable cluster networks and value
chains. Policy integration needs has
challenges to integrate functional, social and
geographical proximity needs in the network
facilitation.
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Process re-engineering in wood frame
residential construction is an actual example
where integrated policy is needed to build up
integrated vertical supply chains connecting
wood frame technology needs to real estate
and construction sector needs in lean
construction. International Group for Lean
Construction has stated the principles of lean
value creation in construction covering: project
definition and design management, production
system design, prefabrication, assembly
and open building, lean within ICT, safety,
quality and environment, contract and
cost management." Erabuild has carried out
standardization and information tools towards
international open standards and neutral
technology (Erabuild, 2008). The coordinated
task aims to enable efficient information flow
during the complete lifecycle of the building
and International Alliance for Interoperability
(IAl) outputs to provide sustainable tools for
information & communication management
to be applied in construction and facility
management & repair activities and provide

' See http://www.iglc.net/.

access to that information for the participating
members. Erabuild network applied Building
Information  Modelling  (BIM), covering
Architecture, Engineering and Construction
(AEC) model targets to be delivered with
digital representations for communication
among the building activity partners. BIM
facilitates information exchange and
interoperability in digital format with 2D or 3D
representations in those CAD-oriented
systems used in Europe.

The coordinated inflow of new and
sophisticated  technologies into  mature
industries is important to keep up the process
of continuous productivity improvements
among them. Sophisticated suppliers are
highly important as providers of new
technologies. Firms with a changing business
strategy indicated by a cross-over between
groups need special attention from policy
makers. New and sophisticated technologies
are equally important for the rejuvenation of
mature industries.
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Chapter IV

Integrating Innovation in Forest and Development
Policies: Comparative Analysis of National Policies

across Europe

Gerhard Weiss
Jaroslav Salka
Zuzana Dobsinska
Filip Aggestam

1. Introduction

The COST Action E51 “Integrating Innovation
and Development Policies for the Forest
Sector” aims at developing knowledge that
enables the coordination of innovation and
development policies for a more effective and
sustainable development of the forest sector.
In course of the Action, seven policy areas
were analysed that are relevant for supporting
innovation in the forest sector. For each policy
area, a central policy document was chosen
for a detailed analysis. The analysis followed
common guidelines and was done by national
experts. The following policy areas were
covered:

Forestry policy

Forest based industries policy
Innovation policy

Rural development policy
Regional development policy
Sustainable development policy
Renewable energy policy

NookoN =~

This article compares the policy documents
that were analysed in the country reports. The
following 19 countries are included in the
analysis: Austria, Bulgaria, Switzerland,
Cyprus, Czech Republic, Germany, Estonia,
Finland, France, Croatia, Italy, Lithuania,
Norway, Poland, Portugal, Romania, Slovakia,
Sweden, United Kingdom/Scotland.

Saana Tykka
Anja Bauer
Ewald Rametsteiner

The main research questions underlying this
analysis report were the following:

* In how far and in which way is innovation
dealt with in the different policy areas?

* In how far are the policy areas
coordinated?

2. Definitions and operationalisation
of the key concepts: integration and
coordination

The presented paper is based on the
background paper for the COST Action E51
which aims at clarifying the two concepts
policy integration and policy coordination
(Bauer and Rametsteiner, 2007) and the
theoretical-conceptual chapter 2 of this book.
The COST Action E51 is built around two core
questions:

1. In how far is innovation policy integrated
in forest policy, forest sector policy, in
rural, regional and sustainable
development policies?

2. In how far is forest policy co-ordinated
with related policy areas such as forest
sector policy, rural, regional and
sustainable development policies,
innovation policy and sectoral policies
such as tourism policy, nature
conservation policy, energy policy, etc.?
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Figure 1.

The guidelines for the preparation of the
country reports (Annex 3) included the
following key definitions of terms and
concepts.

2.1. Innovation and innovation types

The participants of the COST Action agreed to
use the OECD definition of innovation as
reference for the work within the COST Action.
The OECD (2005) defines innovation in its
Oslo Manual? as “[...] the implementation of a
new or significantly improved product (good or
service), or process, a new marketing method,
or a new organisational method in business
practices, workplace organisation or external
relations.”

The minimum requirement for an innovation is
that the product, process, marketing method or
organisational method must be new fo the firm
(or significantly improved). A common feature
of an innovation is that it must have been
implemented on the market or when it is
taken into use by customers.® New processes,

% Source: OECD 2005: Oslo Manual: Guidelines for
Collecting and Interpreting Innovation Data, 3rd Edition.

® This includes also innovations in public goods that are
not marketed goods and services. Further it includes such
goods and services that are offered by for example public
entities, are used but are not paid for by consumers. For
example, mountain bike routes in some countries are paid
for, in others they are offered for free.
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Typology of Innovation — modified from OECD 2005

marketing methods or organisational methods
are implemented when they are brought
into actual use in the firm’s operations
(OECD, 2005). The Oslo Manual distinguishes
four main types of innovation — product,
process, marketing and organisational
innovations — which are further sub-divided.
We further add institutional innovation as a
separate category (see Figure 1).

A product innovation is the introduction of a
good or service that is new or significantly
improved with respect to its characteristics or

intended uses. This includes significant
improvements in technical specifications,
components and materials, incorporated

software, user friendliness or other functional
characteristics.

A process innovation is the implementation
of a new or significantly improved production
or delivery method. This includes significant
changes in techniques, equipment and/or
software.

A marketing innovation is the implementation
of a new marketing method involving significant
changes in product design or packaging,
product placement, product promotion or
pricing.

innovation is the
new organisational

An  organisational
implementation of a
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method in the firm’s business practices,
workplace organisation or external relations.
An organisational innovation is the result of
strategic decisions taken by management.
Business model innovations would be included
under this category.

Besides the above classified types of
innovation that refer to innovations on a firm
level, the concept of institutional innovations
is of increasing relevance when analysing
policies and institutions. Institutions are
understood here to denote “the rules of
the game”. Institutional innovations refer
to innovations in the public/policy sphere.
Institutional innovations may include new or
adaptation of existing organizations, new or
significantly modified rules as laid down in
laws, decrees or policies as well as new or
significantly modified procedures in developing
and implementing policies.

2.2. Innovation policy and innovation
support

The understanding of innovation policy has
considerably changed over the last decades
and varies from country to country. The two
dominating approaches are the traditional
science and technology policy approach as it
was prevailing in most OECD countries in the
post war period and the systemic innovation
policy approach that has gained increasing
importance during the last two decades.

1. Traditional science and technology
policy approach: The traditional science
and technology policy approach is ideal
typically characterised by the following
elements:

» A basic understanding of innovation
processes as being linear, starting with
laboratory science and moving through
successive stages until new knowledge is
built into commercial applications that
diffuse in economic systems.

* Innovation is seen as the end of
research and development processes
(solely).

» Policy focuses on fostering critical
directions of scientific and technological
advance, and enhancing the flow of

knowledge down along the innovation
chain (Lengrand et al. (2002).

» There is a distinct role for
education/university ministries and
economy/industry ministries dealing with
innovation as a tool for encouraging
investment and modernizing firms.

+ Main policy instruments include:

- Public financing of research in
universities and public research
institutions,

- Subsidies to industrial R&D, and

- Securing intellectual property rights
through more embracing and
enforceable patents.

. Systemic innovation policy approach is

ideal typically characterised by the
following elements:

» Understanding of innovation as a
complex process, taking place in an
environment of interacting actors and
institutions (innovation system); having
multiple sources (apart from research
activities); and running through multiple
feedback loops between the different
stages.

» Policy approaches the systemic
environment in which innovation take
place in ways that can better inform
decisions about research,
commercialisation, technology adoption
and implementation, etc.

+ The role of policy is to solve problems
that occur within innovation systems, e.g.
by supporting the creation and
development of institutions and
organisations, supporting network
development, facilitate transition and avoid
lock-in (Edquist and Johnson, 1997).

» Policy instruments are not only
directed to individual organisations (e.g.
research and development subsidies,
management support) or bilateral relations
(e.g. knowledge transfer), but also to the
innovation system as a whole (e.g.
managing interfaces and organising
learning platforms) (Goorden, 2004).

» The scope, scale and actors of
innovation policy are widened. Innovation
policy is no longer limited to the economic
domain but is placed on the agenda of
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various policy domains, such as industrial
policy, policies for science and technology,
education, health, ICT and other sectoral
policies.

In reality, mixes of the two policy approaches
are observed within one and the same ministry
or document. Some may rely mostly on the
traditional approach while others may have
changed their policy and institutions towards
the systemic innovation policy approach.

Innovation support can take many forms from
direct funding of research and development
activities to the support of the diffusion of
innovations, to improving the knowledge base
and interaction of actors, to adapting
framework conditions. Some of these support
measures are targeted directly at fostering
concrete innovation activities, others are of
structural character. These measures may be
introduced without the explicit aim of fostering
innovation. For the analysis of the documents
measures along the following six categories of
innovation support are distinguished:

1. Research and Development: This
includes innovation support in a narrower
sense, i.e. financing of basic and applied
research, development of new products or
processes, pilot projects, demonstration
projects and support for the
commercialization of innovations. Support
for Research and Development generally
aims at innovations new to the sector
(forest sector), i.e. products, processes,
marketing and organisational methods that
have not been introduced to a particular
sector in a particular country before.
Throughout the document analysis the
following sub-categories of Research and
Development will be applied:

» Enterprise research, i.e. support for
applied research in the enterprise or in co
operation of enterprise and science
organisations,

+ Development of new products,
processes, marketing methods,
organisational models by enterprises,

* Pilot projects and demonstration
projects,
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» Commercialization of new products
by enterprises.

. Diffusion of innovation: This includes

support for the early and broad adoption of
named, already known goods, services
and processes by enterprises in a sector
in a specific country. It excludes support to
standard managerial processes or late
adoption (e.g. species diversity support or
road building in forestry or standard IT in
SMEs). Throughout the document analysis
the following sub-categories of diffusion
support will be applied:

+ Diffusion of products (for example
subsidies for bio-energy installations;
support of the introduction of recreational
facilities),

+ Diffusion of processes (for examples
investment support for the acquisition of
significantly new
machineries/technologies, incl. advanced
information technology for production or
logistics, etc.),

+ Diffusion of marketing methods (e.g.
addressing new customer groups, market
segments),

+ Diffusion of organisational models
(e.g. financial or informational support for
the establishment of co-operations).

. Human resources development: The

innovation capabilities of a firm, a sector
or an economy among others strongly
depend on the availability and quality of
human capital, i.e. individual know-how,
skills and motivation of entrepreneur and
employers, level of qualification and
competencies of employers. Further, the
access to and exchange of information
and knowledge influences the innovation
propensity as well. The following activities
are examples of how to strengthen the
innovative human resource development:

* Integrating innovation in education,
e.g. new educational curricula,

» Strengthening further/vocational
training,

+ Addressing shortages of scientists
and engineers in particular fields,

* Integrating innovation in extension
services,
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« Promoting mobility of high-skilled
personnel,

« Promoting mobility between science
and practice.

. Promoting interaction / managing
interfaces: Firms do not innovate in
isolation. Rather a range of other actors/
organizations contribute in different
ways to innovations, e.g. other
firms/competitors, research organisations,
extension services, interest groups, etc..
Policy may foster innovation by
strengthening the interaction between
different key actors in the forest sector,
among others through:

* Promoting horizontal co-operation —
between forest holdings,

* Promoting vertical co-operation —
along the forestry wood chain,

* Promoting public — private
partnerships,

* Promoting co-operation across
sectors,

* Promoting university/research
institutions — enterprise co-operation,

* Promoting interaction with users
(customers and consumers).

. Public demand creation for innovation:
The demand side is crucially important for
the promotion of innovations. Policy may
not only promote innovations by
supporting the input-side but also by
inducing demand for innovation. This is
often applied in the case of
environmental/sustainable innovations.
The following activities may be

implemented to strengthen the demand for

innovation:

» Reorientation of public procurement
policy (creating consumer demand),

» Support for lead users, or public
agencies acting as lead user,

» Clear demand expression through
communication.

. Institutional environment and
surrounding: General framework
conditions including institutions such as
laws, regulations, standards, taxes or the
access to financing have a crucial

influence on firms’ decisions to innovate.
Changing framework conditions is often
not in the responsibility of sectoral
policies. The following list comprises a
selection of policy activities to improve
framework conditions for innovation:

+ Institutional reforms, e.g. change of
forest law, property rights reform, support
for the establishment of new
organisations,

» Adaptation of tax laws, e.g. corporate
taxes,

» Improving access to financing, e.g. by
providing guarantees,

+ Adaptation of standards and norms,
e.g. in the construction sector.

2.3. Policy co-ordination

Besides the integration of innovation in
different policies, the COST Action aimed at
analysing the co-ordination of different sectors
in policy formulation and implementation. With
regard to the formulation phase, cross-sectoral
co-ordination is analysed with regard to public
organisations and stakeholders from the
private field.

For the assessment of coordination among
public administration it was asked if the
policy documents were coordinated

» Between different sections / departments
within the same ministry,

« Between different ministries, or

» Between ministries and other public
organizations or agencies (multiple answers
were allowed).

The assessment of the participation of
stakeholders refers to the involvement of
private, mostly organized, actors in political
processes. Stakeholder involvement can take
various forms from consultation processes via
written statements to the inclusion of
stakeholders in formal bodies and decision
making processes. For example the National
Forest Programme is elaborated in most
European countries with the participation of
stakeholders.

The mechanisms of co-ordination were
assessed with regard to the following
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categories: existence of a formal central
coordination body, a coordination process,
working group, advisory body or a consultation
process. Informal co-ordination was not
considered in the analysis because this
category could not be covered by the survey
(not interviews were done).

With regard to the implementation process
the questionnaire asked at which level of
administration the policy is implemented,
including a devolution to private actors.
Possible levels include decentralized or central
implementation, delegation to private actors,
local or regional implementation or other
forms.

2.4. Two innovation fields

The innovation fields in the forest sector where
— just as the two COST Action E51 Working
Groups — divided into two broad categories:
territory-based services and wood related
value added chains.

1. Territory-based services: Under territory-
based services of the forest we
understand the many benefits that forests
provide to the society which are not
commodities and which are typically
connected with the land area. They are
often called ecosystem services or non-
wood/non-timber forest goods and
services, in fact those goods and services
besides of wood/timber. They include
recreation and tourism, health and well-
being related services, and environmental
and protective services, including
biodiversity conservation and carbon
sequestration. Innovations may be new
products or processes, marketing,
organisational models or institutional
arrangements that are connected with the
provision of these goods and services.

2. Wood related value added chains: We
look at innovations related to the
production chains in the wood working
industries, including timber and other
wood products such as biomass that is,
e.g. used for energy production. The same
types of innovation as above are included.
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3. Material and methods

The documents that are studied in this report
were analysed by country expert teams the
members of which participate in COST Action
E51. The data collection was done on the
basis of common guidelines that were
developed in course of the COST Action work
and agreed in early 2007. The final reports
were collected and analysed between autumn
2007 and summer 2008. The guidelines as
well as the country reports have been
published on the COST Action E51 website.*
The guidelines are also given in Annex 3 and
the list of documents that were included in the
analysis is given in Table 1.

In the field of forest policy, 18 policy
documents were included in our analysis. For
the following 12 countries, National Forest
Programmes (NFP) or similar documents were
available: AT, BU, CH, CY, CZ, DE, Fl, FR,
PL, PT, RO and SK. For the following four
countries, national forest policies and
strategies were analysed: HR, LT, NO,
Scotland (UK). For Swedish forest policy, the
evaluation/adjustment of the Forest Act (a
governmental paper) was analysed, for Italy
the guidelines for forest sector planning
(ministerial decree).

For forest-sector industry, policy programmes
or strategies were available from 15 countries.
In the other countries such public policy
papers do not exist. In the field of innovation
policy, 18 documents were analysed:
8 National Reform Programmes that are
required by the EU, and ten other national
innovation strategies. 18 rural development
policies were available, 13 of which in the
framework of the EU Rural Development
Programme, two in the framework of the
EU SAPARD programme, and three similar
programmes. 17 regional development plans
were analysed, most of them in the framework
of EU Regional Development Programme
(national strategic framework plans). 18
strategy documents for sustainable
development were analysed, eight of which
being National Strategies for Sustainable
Development as required by the EU.

* See http://www.boku.ac.at/coste51.
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Integrating Innovation in Forest and Development Policies: Comparative Analysis of National Policies across Europe

In the field of bio-energy, different documents,
such as, biomass strategies or action plans,
renewable energy strategies or energy policies
were analysed.

The country reports include short descriptions
of the policy areas that were analysed and a
short assessment of the relevance of the
policy documents within the policy areas, filled
in questionnaire templates as well as a short
overview assessment from national view. The
main analysis was done on the basis of

a common questionnaire which included
templates with standardised and non-
standardised questions. Accordingly, they

were analysed with quantitative or qualitative
methods.

4. Currently important innovation
areas in the countries

In a first step of the survey, country author
groups were asked to define ‘“innovation
frontiers” for forestry in their countries,
understood as currently important innovation
areas. The national lists of innovation frontiers
included a maximum of 6 to 8 innovations that
attracted most attention in the countries in the
last one or two years. The report therefore
reflects the situation of the years 2006/2007.
The survey asked for the types of innovations
as defined in Figure 1 (product, process,
marketing, organisational and institutional
innovations), related to two broad innovation
fields of forestry and the forest sector: territory-
based services, and wood related value added
chains. The detailed results are given in Annex
3, the overview is presented in Table 2.

The table shows innovation areas that are —
according to the expert assessment — currently
important, i.e. they should mostly be in earlier
stages of adoption, including early adoption
and broad adoption. If innovations that are
shown in other countries are not given for a
certain country, this may mean that this
innovation is not seen relevant in the country,
has not been started yet, or is in a later stage
of adoption and therefore not included in the

list. It is important to mention that the
categories were deducted from the information
given from the countries — they were not
defined prior to the survey. Table 2 gives the
condensed overview of the innovation frontiers
in the countries that were included in the
survey (all countries except Cyprus provided
an assessment of the current innovation
fields).

In sum, across wood and non-wood production
areas there seems to be an innovation focus
on product innovations and new forms of
marketing. The most important new products
are in the fields of recreational and educational
services (named to be currently important in
eleven countries) and bio-energy products (15
countries). Educational services particularly
include activities addressed to the broad public
(in German language named Waldpadagogik)
and are often related to recreational activities,
such as in guided tours, museums or forest
and environmental educational or information
centres in the forest, etc. Bio-energy is
currently a hot topic almost all countries. New
forms of marketing are being developed for
non-wood forest products and services as
much as for timber sales. Timber certification
processes have some significance in many
countries.

New product fields within territory based
services are from different ecosystem
services of forests, particularly environmental
services and recreational and educational
services. Recreational and educational
services seem to be most important
innovations. This result goes along with
the results from forest owners surveys
conducted in Central European countries by
Rametsteiner et al. (2005) from 2000 which
show that within service innovations
recreational services are the most important.
The significance of regional cross-sectoral
coordination seems to be mirroring the
challenge of how to organise the provision of
territory-based services which often has to
involve many providers (land-owners) and
users (e.g. tourism) (compare Weiss et
al. 2007).

51



‘Jue As|aJ ale salI0ba1ed uoljeAOUUI 8S8Y] YOIYM J0) USAIB SI S8LUN09 JO Jaquinu ay) <Japun ‘paweu sem uoieaouul Jo adA} siyy yoiym
10} S8IUN0D JO Jaquinu 8y} saAlb ainbiy 8y} ‘UoBAOUUL [BUORNIISU| — | ‘UOlJEAOUUI [BUOHESIUBBIO — O ‘UolEBAOUUl Buley e\ — |\ ‘UOIBAOUUI SS800.d — Dd ‘UOIlBAOUUI }oNpold — Ad :$8dA} uoierouu| :pusbay
N N N - R - - - - X % - - - - - - - sajojjod jeuoneu maN
- - X - - - - - - - - - X - - - - uoneulpioog [B10jo8s-SS0I) o ~
- - - - - - - - X X - - - - - - uoneibajui 10)08S

X X X

saljjaAou jeuopesiuebio JayiQ
18)snjn

uoesadooa [eoILBA
uoneIadood [ejuozLIoH

X X
44
o

spoyjew sejes
uoneayIpe)
uonowo.d jonpoid

X
X
X
X X X X

N©O2 Ot ®oON
8l
w

uononpo.d jejuswiuoiiAug
uopeoLqejald

sonsibo]

Ol/joesn

buissoao0.4d poop
bunsenieH

uolejsaloyy

Lz
od
suleys an|eA pajejai-poop

'
X
'
'

- O MmO O T -

sjonpoud [esdjwsy)
SUOIJEOLIPOW POOA
uolonsuoD
ABisus-oig

O~
8z
ad

sayo1j0d [euoneu moN
bujuueyd jeneds pejeibajul | & ~
‘PJ009 [£10}08S-SS0JO [euOIBaY

saljjeA0u jeuonesiuebio snoLep

14
o

suoneouul Buiexiew Jay30
Bunexew [eLiojiis |
Bunextew jouiaiul

Sd4MN jo Bunexiepy

suoneAouu| sse20.d snouep | o»

L
w

Jd

S90IMIBS [BINYIND pue [enjliidS
S99IMIBS [BI120S pue Yj|edH
uoneonpe }seloH

S99INIBS [BUORII9Y
S99IMIBS [BJUBLILOIIAUT
sjonpo.d }saio) Jequilj-UuoN
uoneaouus jo Aiobeyes  adA|

X
S92IAI9S paseq A1ojLIa ]

X
X

X X X
X
8¢
ad

- x X -
- - - - - - - - - X - - - - - - X -
M1 XS 3S 04 Id 1d ON I1 Il ¥4 ¥4 14 33 3ad 2Z20 HO 99 IV
(2002/9002 sieak) 10198S 1580} 8U] Ul SI81JUO.J UOIIBAOUUI [2UONEN °Z d|qel

N DODOANAN IO MMONOM < 0M <

N




Integrating Innovation in Forest and Development Policies: Comparative Analysis of National Policies across Europe

New wood products are related to bio-energy
production, wood construction and wood
modifications. Different forms of bio-energy
production — including solid wood, biofuel and
biogas — is the innovation field that yielded
highest attention in the forest sector in the
European countries in the recent years.

There are some differences between the
two innovation fields: Within territorial
services, institutional innovations seem of
particular importance: regional cross-sectoral
coordination processes are often mentioned.
Within the wood value chain, also process
innovations as well as organisational
novelties are important in the countries: the
process innovations comprise new harvesting
technologies, use of ITC, logistical
rationalisation as well as prefabrication and
modular systems in the timber industry. New
organisational solutions are found in the form
of horizontal and vertical co-operations and
cluster initiatives.

It seems that for territory-based services
the coordination of actors is more complex
and can often not be accomplished in
organisational models among firms but needs
activities on institutional level. In the field of
wood production, horizontal and vertical
cooperation is also important but can be
solved among firms in new organisational
models.

5. Innovation-related goals and
issues

The country experts searched the analysed
policy documents for goals and issues that are
related to innovation and included them in the

country reports in form of text passages.
These were then analysed across all
countries/documents by using qualitative
interpretation methods. In the analysis, it was
asked how many innovation related goals and
objectives as well as issues and problems
were given in the documents and what the
issues were.

5.1. Innovation-related goals and objectives
in policy documents

In the questionnaire the national experts were
asked to specify (describe qualitatively by
using text passages from the original
documents) what goals and objectives are
formulated in relation to innovation in the
policy documents. The analysis below shows
how many innovation-related goals and
objectives were found (no, some, many).
Most innovation related goals are found
in innovation, forest sector, and regional
development policy documents: in between
around 50 and 90% of the countries, “many”
innovation related goals are found in these
documents. In the field of forest policy, there is
a diversity of countries and the categories
‘many”, “some” and “no” innovation related
goals are more evenly distributed among
the countries than in other policy fields.
Sustainable development and renewable
energy policies are those that mention
innovation-related goals least often.

When looking at the goals and objectives of
the policy documents it seems that besides of
innovation policies, the forest-based sector
programmes and regional development
programmes have the strongest awareness for
innovation. Forestry and rural development
programmes are also in the middle field (see
Figure 2).
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5.2. Issues and problems in policy
documents

The national experts were asked to state in
the questionnaire what main issues and
problems are formulated in the policy
documents in relation to innovation. The
analysis asked in a first step how many
innovation-related issues and problems were
stated in the documents (no, some, many).
When looking how many innovation-related
issues and problems were given we find
the most in innovation policies, rural
development programmes and forest-based
sector strategies, followed by regional
development programmes and forest policies.
The least are found in renewable energy plans
and sustainable development programmes.

When comparing the issues and problems
across policy fields, the picture is similar to the
goals and issues: the highest awareness is
in innovation policy documents. The forestry,
forest-based sector and rural and regional
development documents are all in the middle
field, only, they rank differently among
themselves (see Figure 3).

In the questionnaires, again text passages
from the original documents where included
by the experts. On the basis of these texts
a content analysis was conducted. The
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Innovation related goals and objectives in policy documents (n=19)

information was condensed and classified into
the following categories and categories: The
used classes refer to frame conditions,
ecological, economic and social goals,
and functions of the institutional system
in supporting innovation and economic
development and types of innovations (see
Table 3). These categories were developed in
the interpretative analysis of the texts. Within
the frame conditions, the classes were formed
according to the texts. The development
goals were divided according to the three
pillars of sustainable development that
are often used in the literature. The functions
of the institutional system with regard to
innovation support were divided according
to a classification used by Edquist and
Johnson (1997) which distinguishes the
reduction of uncertainty, the management of
coordination and cooperation, and providing
incentives, but the category of reducing
uncertainties was further divided into R&D,
human resources development, and providing
information. For the innovation types, the
classification from chapter 2 was used.

Table 3 gives an overview on the issues and
problems as found in the policy documents.
The results of the analysis are given for the
four categories below, while Table 4
summarises the findings.
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Figure 3. Innovation related issues and problems in policy documents (n=19)

Frame conditions

They are important issues in forest
policy, innovation policy and regional
development policy. Arguments relate to
global economic change and deregulation of
markets. Limited capacities for R&D are
typically argued in countries with economies in
transition. Further arguments refer to the need
for an innovation-oriented, entrepreneurial
culture, the simplification of bureaucratic
procedures or the state of the technical
infrastructure, including ICT. Mostly, the frame
conditions pose challenges to the national
economies and enterprises, such as the
globalising economy or a transition economy,
decreasing profitability of forestry and
agriculture and growing societal needs with
regard to land resources (such as nature
conservation, recreation, etc.) which are often
not yet transposed to marketable products and
services. In sum, the most often named
framework factor is the global economic
change and the related pressure on the
national economies.

Development goals

Policies refer to three different overall goals:
ecological, economic and social goals. Most
often economic goals are mentioned but also
ecological goals are frequently named. Social
goals are mentioned much less. Not all of
these three goals are found argued in all policy
fields. The sectoral policies (forest and forest-
based industry policies) typically argue with
ecological as well as economic goals, whereby
economic goals prevail. Ecological goals
are the need for environmentally friendly
technologies or the challenge of balancing
biodiversity conservation and the use of
bio-energy for climate change mitigation. For
economic goals they mention the challenged
profitability of forestry and the forest-based
industry in an increasingly competitive global
economy. Innovation policies hardly mention
these goals in this form. They rather refer to
framework conditions and functions of the
institutional system. Rural and regional
development policies are similar but
sometimes also mention social goals. Rural
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development policies are the ones that — in
relation to other policies — more likely mention
social goals as a background for the policy.
These are mainly to alleviate regional
disparities and to keep rural areas populated
and “vital’. Sustainable development and
renewable energy policies refer to goals from
all three categories, but ecological goals
prevail.

Table 3.

Functions of the institutional system

Many arguments that are brought forward in
the policy documents refer to different
functions of the institutional system for
innovation and economic development. Most
of them refer to the knowledge base of the
economy, but also coordination problems
and investment questions are mentioned.

Categories of issues and problems deducted from the policy documents (n=19)

Categories and classes

Key words classified under these classes

Frame conditions

Global economic change

Institutional capacity
Public perception
Entrepreneurial culture
Bureaucracy

Technical infrastructure

Ownership

Global economic change, deregulation of markets, structural change,
competitive environment

Capacities for R&D, technological level

Public and consumer attitudes

Innovation oriented culture, entrepreneurship

Legal and tax system, public administration, bureaucracy

Technical infrastructure, information and communication technologies

Ownership, demands by society

Development goals

Ecological goals

Economic goals

Social goals

Environmentally friendly technologies, biodiversity conservation,
ecological dimensions, climate change prevention and mitigation,
renewables

Competitiveness, jobs, employment, income, rural development,
endogenous development, competitive regions, development of
mountain regions, profitability, economic potential

Social problems, vitality of regions and rural areas, regional disparities,
demographic changes, keeping population structure in all parts of the
country

Functions of the institutional system

Research and Development
Human resources development
Providing information
Coordination and co-operation

Investments

R&D, research capacities, research financing
HRD, education, training
Providing information, market information, technology transfer

Coordination problems between authorities, coordination of
stakeholders, unclear responsibilities, strengthening business co-
operation

Investments for innovations, governmental support for innovations

Innovation types

Products and services

Process innovation

Marketing
Organisation
Institutional innovation

New products and services, new markets, diversification, NTFPS,
biomass, value added

New technologies, efficiency, rationalisation, company re-organisation,
modernisation, management methods, productivity

Marketing of products, saleability
New methods of organisation, re-organisation, company co-operation
Policy and institutional innovations, political change
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Particularly the innovation policies strongly
and practically in all countries talk about the
need for R&D with related problems (limited
research capacities and need for financing)
and the need for human resources
development (such as education and
training). The need for providing information
(market information, technology transfer) is
mentioned in policies from different fields.

Innovation types

The type of innovation that is mentioned most
frequently as an important background for the
policies are new technologies and other
measures to increase efficient production
(rationalisation, modernisation, etc.). Other
innovation categories that are named are: the
diversification into new products and services
(including NTFPS) in order to tap new markets
and to increase value-added production,
the marketing of products, new methods of
organisation and management as well as
institutional change (social, political or
institutional innovations). New products and
services are rather mentioned in forest,
forest-based industry and rural development
policies. Technological innovations are
mentioned in almost all policy fields, but
interestingly most often in rural development
policies and least in regional development
policies. Rural development policies are those
which mention innovations most often,
including product, process, marketing and
organisational novelties. SD and renewable
energy policies are those which mention
institutional changes.

Comparison of policy fields

The comparison of policy fields shows that
forest and forest-sector policy documents are
similar in the stated goals and innovation
types: they mainly name ecological goals such
as environmental technologies and economic
goals such as the profitability of the sector and
similar innovation types (new technologies,
goods and services). Both give new
technologies, goods and services as priority
areas. In contrast, sustainable development
programmes and renewable energy plans
primarily state ecological goals and particularly
mention necessary institutional changes such

as inter-sectoral cooperation. Regional and
rural development programmes primarily talk
about social goals such as keeping population
in rural areas. Innovation policy programmes
have a strong focus on innovation support
measures, being a core function of the
innovation system.

6. Integration of innovation in policy
fields

In order to find out in how far the concept of
innovation is integrated in policy areas, the
survey questionnaire included a number of
questions about the innovation orientation of
the documents. The documents were analysed
how frequently the term innovation or related
terms are mentioned in the documents and
how frequently the documents refer to the
innovation frontiers as defined prior to the
survey. The national experts assessed further
which relevance is given to the topic of
innovation, how general or specific innovation
is addressed in the documents and which
understanding of innovation policy underlies
the documents.

6.1. Frequency of “innovation” and related
terms in policy documents

The questionnaire asked wunder “overall
innovation orientation” how frequent
innovation-related terms appear in the
analysed documents. The frequency was
assessed as ‘“never”, ‘“sometimes” or
“frequently”. This question was subdivided into
the following three:

» Frequency of occurrence of the more
generic terms ‘innovation’ or synonyms (‘new
products’, ‘new services’, ‘new processes’,
new marketing methods’, ‘new business
models’);

» Frequency of occurrence of terms
that are related to innovation, for example
entrepreneurship, diversification, or
competitiveness;

« Frequency of occurrence of the forest
sector ‘innovation frontier’ referring to the
currently most important innovation areas in
the countries as identified by the experts prior
to the document analysis (see chapter 4).
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Figure 4.

Frequency of the term innovation

The term “innovation” or synonyms are found
in the policy documents in the following order
in terms of frequency of appearance:

Innovation programmes

Rural development programmes
Regional development programmes
Forest-based sector strategies
Forest programmes

Sustainable development strategies
Renewable energy strategies

NooakwN=

In practically all countries, the term
“innovation” appears frequently in the
national reform programmes. For the
rural development programmes, regional
development programmes and forest-
based sector strategies the frequency
was assessed between “sometimes” and
“frequently”. In forest policy documents,
sustainable development strategies and

. Sometimes . Frequently

Frequency of the term “innovation” in national policy documents (n=19)

renewable energy plans the term “innovation”
appears in average only sometimes.

The term innovation rather frequently appears
in policy documents of DE, FR, and UK/Sc,
followed by the countries BG, CH, EE, IT and
PT. The following Figure 4 show the frequency
of the term “innovation” in policy documents
from the different policy areas as compared
across countries.

This picture is similar to the ones when we
analysed the innovation-related goals and
issues of the documents: After the leading
innovation policy documents, rural and
regional development programmes and forest-
based sector programmes and forest policy
documents were in the middle field. With
regard to forest policy, it seems that innovation
is slightly more often in the goals than
mentioned afterwards. No geographical
grouping of countries is visible.
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Figure 5.

Frequency of innovation-related terms

Terms that are related to “innovation”
such as: competitiveness, diversification,
or entrepreneurship, appear in the policy
documents in the following order:

Innovation programmes

Regional development programmes
Forest-based sector strategies
Sustainable development strategies
Rural development programmes
Forest programmes

Renewable energy strategies

No ok wh =~

In most documents these terms that are
strongly related to innovation and economic
growth appear “sometimes” or “frequently”.
Most often they are naturally named in
innovation policy documents but they seem of
relevance for many policy fields. Economic
growth issues seem to be of least importance
for forest policy documents and renewable
energy plans.

The innovation-related terms appear most
often in EE, FR, LT, PT and SK. The following
Figure 5 show how frequently the mentioned
innovation-related terms appear in the
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! Sometimes

Frequency of innovation related terms in national policy documents (n=19)

. Frequently

analysed policy documents from the different
policy areas as compared across countries.

The similar results for the term innovation and
the growth-related terms indicates that in the
policy documents innovation is actually
related to economic growth issues such as
entrepreneurship and competitiveness.

The results to this question are very similar to
the frequency of the term “innovation” itself as
well as to innovation-related goals and issues.
In comparison, however, rural development
programmes more often refer to the term
innovation itself than to economic growth.
For regional development programmes, in
contrast, economic growth is a much more
important target. Sustainable development
strategies do refer to economic growth issues
as this is one of the three pillars of sustainable
development, the problem of innovation,
however, is then not so strongly taken up.
Forest policy documents do refer to innovation
but this seems not to be so strongly connected
with economic growth issues. This is
interesting as the issue of the unsure
profitability of the sector is prominently
addressed as a policy issue.
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Figure 6.

Frequency of innovation frontiers of forestry

At the beginning of the country reports for
each country the actual forest sector
‘innovation frontiers’ were defined by the
national expert team which means the most
important current innovation areas in the
countries (the results were given in chapter 4).

These innovation frontiers appear in the
analysed policy documents in the following
order:

Forest programmes

Rural development programmes
Forest-based sector strategies
Renewable energy strategies
Sustainable development strategies
Regional development programmes
Innovation programmes

Nooak®N =~

In contrast to the general innovation terms,
the concrete frontiers most often appear in
forestry related documents. Mostly, they do
not appear very often (never or sometimes)
which indicates that the policy documents are
not strongly oriented at actual innovation
issues.

. Sometimes

Frequency of forest-relevant innovation frontiers in national policy documents (n=19)

. Frequently

The innovation frontiers appear most often in
CH, DE, FR, HR, IT and LT. The following
Figure 6 show how frequently the forest sector
innovation frontiers are mentioned in the
analysed policy documents from the different
policy areas as compared across countries.

The forest-related innovation frontiers appear
more often in documents of policy fields that
are closely related to forestry: besides of forest
policy, for instance, in forest-sector strategies.
Also rural development programmes and
renewable energy plans rank high because the
production of biomass is of a major importance
not only within the field of forestry.

Comparing the results of this analysis with the
questions regarding the general importance of
innovation in the policy documents it can be
concluded that the forestry sector is mostly
not closely connected with innovation and
regional development policies: on the one
hand, innovation is not such a prominent
issue in forest policy documents, on the
other hand, those innovation fields that
are important for forestry, are not strongly
reflected in innovation and regional
development programmes.
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Figure 7.

6.2. Relevance of innovation
documents

in policy

The questionnaire asked how much relevance
the analysed documents give to innovation
(No relevance at all, Marginal issue, One issue
among others, Important issue, Central issue).
According to the assessment by the national
experts the policy fields are ranked in the
following order of relevance of innovation:

Innovation programmes

Rural development programmes
Regional development programmes
Forest-based sector strategies
Sustainable development strategies
Forest programmes

Renewable energy strategies

Nooakowdh=

Innovation seems to be most relevant
in the Reform Programmes (between
“important” and “central issue”), for the
rural development programmes, regional

development programmes, forest-based
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Relevance of innovation in national policy documents (n=19)

industries strategies and sustainable
development strategies the relevance was
assessed between “one issue among others”
and “important’, and in forest policy
documents and renewable energy plans
innovation is almost only a “marginal issue”.

The relevance is assessed to be rather high in
BG, CH, DE, EE, FR, IT, PO and UK/Sc. The
following Figure 7 show the relevance of
innovation in the analysed policy documents
from the different policy areas as compared
across countries.

The results for the relevance of innovation and
for the frequency of the use of the term in the
documents are practically the same: Besides
of innovation policy documents, the highest
relevance for innovation is given in rural and
regional development programmes as well as
forest-based sector strategies, this being the
same ranking as for the frequency of the term
innovation. Both questions seem to be equal
measures for the overall importance of
innovation in a policy document.
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6.3. Degree of specification of innovation
issues in policy documents

The questionnaire asked how general or
specific innovation issues are addressed by
the documents (very general, rather general,
rather specific, very specific). According to the
assessment by the national experts the degree
of specification appears in the different policy
fields in the following order:

Innovation programmes
Forest-based sector strategies
Regional development programmes
Rural development programmes
Forest programmes

Sustainable development strategies
Renewable energy strategies

Nooak~owdh=

The innovation policy documents mention
innovation mostly between rather general and
very specific, the forest-based industry and
rural and regional development policies

. Rather general

Degree of specification of innovation issues in national policy documents (n=19)

. Rather specific . Very specific

between rather general and rather specific, the
forest policies rather general, and the
sustainable development strategies and
renewable energy plans between rather and
very general.

The documents most specifically address
innovation in CH, CZ, DE, EE, PL, PT, and
UK/Sco. The following Figure 8 show how
specific innovation is addressed in the
analysed policy documents from the different
policy areas as compared across countries.

Roughly, the picture is similar to both the
frequency and relevance of innovations:
documents that give high relevance to
innovation and/or mention innovation and
related terms very frequently, tend to
address the issue of innovation also rather
specifically. The three seem to be equal
measures for the orientation of policy
documents towards innovation issues.
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Figure 9.

6.4. Understanding of innovation policy in
policy documents

Under the question “Understanding of
innovation policy” the national experts
assessed in how far the policy documents

reflect a traditional or systemic
understanding of innovation policy. The
questionnaire used the fourfold typology

as defined at the beginning of this chapter
with  the  following four  categories:
(1) predominantly  traditional science
and technology policy; (2) traditional science
and technology policy with systemic elements,
(3) systemic innovation policy with science
and technology policy elements, or
(4) predominantly systemic innovation policy.

Understanding of innovation policy in different
policy fields

According to the assessment by the national
experts the understanding of innovation policy
in the different policy fields as “systemic”
appears to be in the following order:
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Understanding of innovation policy in national policy documents (n=19)

Regional development programmes
Innovation programmes
Sustainable development strategies
Rural development programmes
Forest-based sector strategies
Forest programmes

Renewable energy strategies

Nooohkowd-~

It is interesting that, besides of the
innovation policy documents, particularly
the regional development programmes and
the sustainable development strategies
follow a systemic understanding of
innovation policy. Regional development
programmes are the ones that most
often propose systemic intervention for
economic development. Forest-based sector
strategies appear to be more on the side of
a systemic understanding, forest policy
and rural development policy documents
are found more on the side of traditional
innovation policy approaches (see Figure
9). Renewable energy policy documents most
frequently follow a traditional approach to
support the technology.
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Understanding of innovation policy in the
countries

A systemic approach to innovation policy
seems to be strong in Estonia, Croatia and
UK/Scotland, a traditional approach seems
to be dominating in Italy and Bulgaria. The
specific data on the understanding of
innovation policy in the documents are shown
in the following Figure 10.

A systemic understanding not contingent on
strong integration of innovation in policy
documents

As shown before, the frequency of appearance
of the term innovation for the policy documents
that were analysed, the assessed relevance of
innovation in the documents and the degree of
specification of innovation seem to be all good
measures for the integration of innovation in
the policy fields. The degree of integration of
innovation, however, does not go along
with the understanding of innovation policy
as traditional or systemic, they appear to be

rather different independent dimensions.

This is seen when looking at the policy fields:
sustainable development strategies do not
mention innovation frequently but often
follow a systemic understanding of policies.
Otherwise, policy documents that integrate
innovation more strongly rather follow a more
systemic understanding, and documents that
do not rank innovation highly, rather have a
traditional understanding. While a certain
tendency can be seen here for a positive
relation between the frequency of innovation
and a more systemic understanding of
innovation in the policies, this is not visible
when looking at the countries.

When comparing the countries, there are four
different types of countries with regard to
innovation relevance and the understanding of
policy intervention for innovation:

* In a group of countries the term
innovation is used frequently (and is assessed
highly relevant) and a systemic understanding
of innovation policy is found (CH, EE, UK/Sc);

65



Integrating Innovation in Forest and Development Policies: Comparative Analysis of National Policies across Europe

4. Predominantly
systemic

3. Systemic with
traditional elements

2. Traditional with .
systemic elements

1. Predominantly
traditional

*
Regional development
prograrmmes o
S Innowation programmes
Sustainable developrment
25 1 programmes *  Rural development
* programmes
Foresthased sector
strategies
Forestprogrammes
+
Renewable energy strategies
15 2 25 3

Innovation is mentioned

1: Never, 2: Sometimes, 3: Frequently

Figure 11.

* In another group of countries the term is
also used frequently but there is a more
traditional approach to innovation policy (DE,
BG, FR, IT);

» Further there is a group of countries with
a rather systemic understanding of innovation
policy but placing not such a high importance
on the issue (AT, FI, HR, NO, PL); and

» Finally, the remaining group of countries
has a rather traditional approach
to innovation policy and does not place a
high relevance to the issue (CY, CZ, LI, SE
and SK).

In sum, a high relevance of innovation in the
policy documents does not necessarily go
along with a systemic understanding of
innovation policy in different policy fields or
countries (see Figure 12).

From our analysis, no explanation for the
various groups or for the results for certain
countries can be given. The reasons may lie in
certain traditions or in the influence of EU
policies and the certain time from when the
documents date. They may depend on the
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Relation between the frequency of the term “innovation” and the understanding of
innovation policy — policy fields (n=19)

specific selection of policy fields that were
selected for this study and may look different
for other policy fields. The reasons would
have to be further studied by tracing the
development process of the documents and by
further qualitative methods of inquiry.

7. Innovation support measures

It is interesting to compare the goals as
formulated in the policy documents with the
measures. In the questionnaire, the measures
foreseen by the documents for supporting
innovation were classed into six categories
from which some are more related to the
traditional innovation policy  approach
(research and development, diffusion of
innovation) and some to a systemic approach

(human resources development, promoting
interaction/managing interfaces, public
demand creation for innovation, improving

frame conditions). In the survey, the relative
overall importance of innovation support within
the document was assessed and the priorities
for support measures.
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7.1. Relative importance of innovation
support measures

The questionnaire survey aimed to assess in
how far the policy documents support
innovation. This was done by means of two
questions, one directed towards the overall
relevance of innovation support measures
compared with other support measures in the
document, another asking how much
innovation is furthered/promoted by the
document as such. In the analysis these
assessments were translated into high,
medium, low, or no relevance of innovation
support/promotion of innovation.

The results for both questions are very similar:
only innovation policy documents focus
strongly on innovation support in all countries.
The following Figure 13 gives the detailed
results for the first question.

The overall relevance of innovation support
measures compared to other support
measures proposed by the documents shows

to be high only in innovation policies as
they by definition focus on innovation support.
Within in the documents from the other policy
areas they are seen of very different
importance in different countries.

The question on the relevance of innovation
support measures was difficult to assess for
the national experts and/or the answers were
difficult to interpret by the researchers. These
are the reasons for the relative high number of
missing values. This observation is also true
for the question regarding the promotion of
innovation.

In sum, it can be said that all policy documents
besides of innovation policy put very different
emphasis on the support of innovation.

7.2. Priorities of innovation support
measures

The national experts were asked to give a

qualitative assessment of which of the above
mentioned categories are priority areas for

67



Integrating Innovation in Forest and Development Policies: Comparative Analysis of National Policies across Europe

Renewable energy strategies

Sustainable development strategies

Regional development programmes

Rural development programmes

Policy documents

Innovation programmes

Forest-based sector strategies

Forest programmes

= High
| ®Medium
HLow

No relevance

| Missing

0% 20%

40% 60% 80% 100%

Percentage of countries

Figure 13. Relevance of innovation support measures in the policy documents

innovation support within the policy
documents. Most favoured innovation support
measures are as follows (see Figure 14):

Research and development: is the most often
named priority within innovation support
measures. It has the highest priority in total in
innovation policies (named a priority in
innovation policy documents in eight countries
out of 12 valid answers). It has the highest
priority compared with other types of
measures also in the forest industry strategies,
regional development strategies and
sustainable development strategies. R&D s
rarely given priority in rural development
strategies.

Diffusion of innovation: is the second priority of
the policy documents in total. It is often given a
relative high priority in most documents except
in sustainable development strategies.

Improving frame conditions for innovation: is
the third priority. It is frequently given high
priority in the documents.

Promoting interaction: is frequently given
priority in forest policy documents as well as
forest industry, regional development and
sustainable development strategies.
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Human resources development: is given
priority in some documents from the forestry,
forest industry, regional development and
sustainable development policies.

Creating demand: has priority in rural
development, innovation and forest-based
sector policy documents in some countries.

Figure 14 shows for how many documents
from the seven policy fields the measures from
the six classes are priority measures (as
assessed by the national experts).

The innovation support measures are given
priority in the different policy areas as follows:

- Forest policy documents especially focus
on the diffusion of innovations and
strengthening the interaction between key
actors.

- Forest-based sector policy documents
tend to focus on those measures which
are also the most favoured in general,
particularly research and development
support (R&D).

- Innovation policy documents have a
strong emphasis on R&D but also on the
diffusion of innovations.



Integrating Innovation in Forest and Development Policies: Comparative Analysis of National Policies across Europe

25

B Research and Development

m Diffusion of innovation

® Human resources
development

u Promoting interaction

Public demand creation

Improving frame conditions

20
2
c
)
£
3
o 15
°
>
8
£
8
< 3
£ 10 B 2]
>
- i
2
5 | 3| 1
& 5]
5 4 on—
2
4 0 4 4
3 3
2 2
0
Forest Forest-based Innovation Rural Regional Sustainable Renewable

programmes  sector strategies  programmes development

programmes

development
programmes

development energy strategies
strategies

Figure 14. Priority of innovation support measures in different policy fields (n=19)

- Inrural development programmes we
often find innovation diffusion measures
and demand creation.

- Regional development programmes often
prioritize R&D but also other measures. It
so follows its systematic policy
understanding but not so pronounced as it
could be expected from the rhetoric.

- Sustainable development strategies often
name R&D, human resources
development and improving frame
conditions all as priorities.

- Renewable energy policies prioritize the
improvement of frame conditions.

It is interesting to see that innovation
and regional development policies employ
traditional innovation support measures more
strongly than others although the documents

describe innovation policy in a pronounced
systemic understanding. Although innovation
policy documents and regional development
programmes are those policy documents with
the strongest emphasis of systemic innovation
policy, the measures strongly follow the
traditional intervention logic. There is a
contradiction of traditional measures to the
systemic rhetoric of innovation policy, a
possible explanation for which may be that
traditional measures do not change so fast as
policy goals.

Sustainable development strategies are a
good example for policies that follows a
systemic understanding of innovation support
in its rhetoric as well as in the types of
measures.
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8. Policy coordination

For the integration of innovation issues in
sector policies, the coordination of the policy
fields — their actors and documents - is
necessary. Also for the development of
innovations as such, a coordination across
sectors and policies is needed.

The questionnaire asked about coordination
processes between public and private actors
in the formulation and implementation phases
of the analysed policy documents. The
analysis asks between which types of actors
policy documents are coordinated, which
forms or mechanisms of coordination are
employed, and in how far their implementation
is decentralised.

8.1. Coordination among public
administration in the formulation
of the policy documents

The analysis of the administrative coordination
asks in how far the policy documents were
coordinated among different types of public
bodies in the formulation phase. The
questionnaire distinguished between public
entities closer to the responsible actor
(departments within one ministry), and such
entities that are more distanced (ministries or
other public organizations) by that referring to
three types of coordination (multiple answers
were possible):

+ Intra-ministerial coordination: Refers to
the co-ordination of different sections or
departments within the same ministry, for
example the coordination of the agriculture
and the forestry department within the
ministry.

+ Inter-ministerial coordination: Refers to
the coordination between different ministries,
for example the ministry for environment and
the ministry for economy.
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» Coordination between ministry and other
public organizations: Means the coordination
with other organizations. These may include
public agencies and councils such as research
councils, etc.

The evaluation assumes that coordination with
a greater number and with more distanced
organizations is more difficult and less likely.
It is assumed that a good coordination
involves a greater number of actors as well
as more distanced entities. The evaluation
thus distinguished the following two aspects:

(a) Number of actors: documents were
classified depending with how many sets of
actors from the above categories they were
coordinated (within ministry, across ministries,
with other public bodies);

(b) Bridging distance: documents were
compared with regard to the distance that
was bridged in the coordination (bridging
departmental or ministerial borders or to other
public organisations).

Coordination of forest policy documents

Forest policy documents were analysed in
more detail than documents from other policy
fields. This analysis allows comparing NFP
documents with other types of forest policy
documents (e.g. forest act) as well as policy
documents from Eastern European countries
with economies in transition with Western
European countries.

The analysed policy documents in the field of
forest policy were coordinated to different
extents (four out of all 16 documents were
coordinated in all three of the categories given
above, six were coordinated in two, six were
coordinated only in one category). Documents
are frequently coordinated between ministry
departments and/or different ministries, only a
part also with other public organisations (see
Figure 15).
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documents (n=19)

Comparison of NFP and other forest policy
documents

(a) Number of actors: Twelve of the 16
analysed forest policy documents were NFPs.
Four of them were coordinated in three
categories, five in two categories, and three in
only one category (Table 6 below). From the
four other documents, only one was
coordinated in two, but three in only one
category. As a result from this evaluation it can
be stated that NFPs tend to be better
coordinated among different kinds of public
entities when compared to forest policy
documents that are not NFPs: More NFPs are
coordinated with more different types of
administration.

(b) Bridging distance: When looking at
how far the coordination spans, there is a
similar difference between NFPs and other
forest policy document types (Table 7 below).
Seven out of twelve NFPs were coordinated
with other public organizations and five with
other ministries. Two out of four non-NFPs
were coordinated with other public
organizations and two only with other
departments of the same ministry. There is not

a strict but still a difference suggesting that
NFPs do cross the boundaries of the ministries
to other ministries or other public
organisations.

As a summary result from both analyses it can
be concluded that NFPs support a more
systematic and broad inclusion of public
bodies in the formulation process and thus
support bridging to “more distance” public
administrative entities.

Comparison of Western and Eastern
European countries

(@) Number of actors: In the analysis, the
countries were classified into Western (10)
and Eastern European countries (countries in
transition) (6). Eight out of ten forest policy
documents from Western European countries
were coordinated in three or two categories,
and two in only one category. In comparison,
two forest policy documents from Eastern
European countries were coordinated in three
or two categories, and four in only one
category (Table 6). It shows that traditional
democracies tend to coordinate with more
different types of administrations.
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Table 6.
actors

Coordination of forest policy documents among public administration — number of

Coordinated in ...

... three categories

... two categories ... one category

Western NFP AT CHCY (3) DE FI FR PT (4)

European cou. Non NFP SE (1) SCO NO (2)
Eastern NFP BG (1) SK (1) CZPL RO (3)
European cou.  Non NFP HR (1)

Table 7.
distance

Coordination of forest policy documents among public administration — bridging

Coordinated with other ...

... public organizations

... ministries ... departments

within one ministry

Western NFP AT DE CH CY FR PT (6) F1 (1) -
European
countries Non NFP SE (1) - SCO NO (2)
Eastern NFP BG (1) CZPLRO SK4) -
European
countries Non NFP HR (1) - -

(b) Bridging distance: When looking also
at which types of public bodies are concerned
there are certain differences between the
country groups (Table 7). Seven out of ten
forest policy documents from Western
European countries were coordinated with
public organizations other than ministries. Four
out of six forest policy documents from
Eastern European countries were coordinated
with other ministries. It seems that transition
countries typically coordinate among different
ministries and that traditional democracies
more often coordinate also with other public
agencies (particularly in the case of NFPs). In
summary of both tables, Western European
countries coordinate more often with
different types of administrations than
Eastern European countries. Both country
groups coordinate often across the
boundaries of forestry ministries but
Eastern European countries tend to
coordinate with ministries and Western
European countries with other public
agencies.
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Administrative coordination in the formulation
of policies — comparison of policy fields

Figure 16 shows how the policy documents
were coordinated among public
administrations in each of the seven policy
areas. The columns indicate in how many
countries the analysed policy documents are
coordinated just between departments of the
same ministry, between different ministries, or
with other public bodies.

When comparing all seven policy fields of
our analysis, it shows that most policy
documents are well coordinated among
public administrations: In all policy fields,
the documents from most countries are
coordinated across ministry boundaries.

Particularly innovation, sustainable
development, rural development, forestry and
regional development policy documents are
strongly coordinated.



Integrating Innovation in Forest and Development Policies: Comparative Analysis of National Policies across Europe

Renewable energy strategies

Sustainable development strategies

Regional development programmes

Rural development programmes

Innovation programmes

Forest -based sector strategies

Forest programmes

® Coordinated with other
departments of the same
ministry

® Coordinated with other

10 ministries

12 Coordinated with other
public organisations

9

10 15

Number of countries

Figure 16. Coordination among public administration in the formulation of policy documents —

comparison of policy fields (n=19)

Coordination in the formulation of policies —
comparison of countries

The coordination among public administration
was also assessed across countries:
According to the results of the questionnaire,
policy documents are most often coordinated
across ministry boundaries in Bulgaria,
Switzerland, Croatia and Slovakia (Table 8).

A comparison of Western with Eastern
European countries shows that there are no
strong differences but transition countries
tend to have policy documents more often
coordinated across ministry boundaries (in
average, five policy documents from Eastern
European countries are coordinated with
other ministries or other public bodies
compared to around four policy documents
from Western European countries). When
comparing this with the field of forestry,
we see that the situation is different with
forest policy documents where Western
European countries coordinate better across
ministry boundaries.

8.2. Involvement of stakeholders in the
policy formulation process

The analysis of stakeholder involvement refers
to the participation of private actors in policy
formulation such as in the form of consultation
processes or the inclusion of stakeholders in
formal bodies and decision making processes.
The questionnaire asked which stakeholders
were involved in the formulation of the
analysed policy documents. Again multiple
answers were allowed. For the answers, the

following groups of stakeholders were
provided:
* Forestry,

+ Forest based industry,
« Agriculture,

e Tourism,

* Energy,

¢ Environment, and

« Other.

In the category “other,” stakeholders from
very different sectors were named by
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Table 8.
comparison of countries

Coordination among public administration in the formulation of policy documents —

Coordinated with other
ministries or other public
organisations ministry

Coordinated with
departments of the same

AT 4 2
BG

CH

CcYy

cz

DE

EE

Fl

FR

HR

T

NO

PL

PT

RO

SK
SWE
UK/Sco

A B NN OO A 200000 W oo wo N
—

the respondents, for example trade
unions, experts, commerce, local/regional
representatives, hunting associations, youth,
etc.

Stakeholder involvement in the formulation of
forest policy documents

For the analysis of forest policy documents,
information from 15 countries is available. In
most countries, stakeholders from many
different sectors were involved in the
formulation of forest policy documents.
Forest policy documents are mostly elaborated
with the participation of stakeholders from the
forestry and environment sector, followed by
forest industry, agriculture and tourism. It
seems remarkable that tourism is involved to a
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similar extent as forest industry or agriculture.
This indicates that the use of forests for
recreation is a significant issue in most
countries. Energy policy actors have not yet
been involved so strongly (Table 9).

When comparing NFPs with non-NFPs and
Western with Eastern European countries
there are no big differences in the participation
of stakeholders. It seems that the concept
of NFPs as defined in international policy
processes on global and European levels
which calls for the inclusion of interested
stakeholders in the formulation of forest
policies has gained broad acceptance
in European countries, no matter if the
documents are “official” NFPs or other policy
documents, and no matter if Western or
Eastern European countries.
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Table 9. Stakeholder involvement in policy formulation — Forest policy documents
Forestry Forest-based Agriculture Tourism Energy Environment Other Total
industry

AT X X X X X X - 6
BG X X X X X X X 7
CH X X X X X X - 6
CcY X X - X X X - 5
Fl - - - - - - - -
FR - - - - - - - -
GE X X X X - X - 5
HR X X - - X X X 5
NO X X X X - X X 7
PL X X X X - X - (]
PT - - - - - - - -
RO - - - - - - - -
SK X X X - - X - 4
SWE - X - - - - - 1
UK/Sc X - X - - X - 3
Total 14 12 10 10 6 14 4
Stakeholder involvement in policy formulation Figure 17 is not an absolute image of

— comparing policy fields

The next diagram shows how many of the
seven given stakeholder categories (forestry,
forest-based policy, environment, energy,
tourism, agriculture and other) were involved
in each of the seven policy fields in the
countries. Most countries stated an
involvement of three to five stakeholder
categories.

how many stakeholders were involved in total,
as the predefined stakeholder groups are
focused on forestry and related sectors.
As expected, forestry and related interest
groups are mostly involved in the formulation
process of forestry and forest industry
policy documents. They are less involved
in sustainable development and renewable
energy strategies.

Renewable energy strategies

Sustainable development strategies

Regional development programmes

Rural development programmes

Innovation programmes

Forest -based sector strategies

Forest programmes

m( - 2 groups
7 m3 -5 groups
6 - 7 groups

Number of countries

Figure 17. Stakeholder involvement in policy formulation — comparison of policy fields (n=19)
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Table 10.  Stakeholder involvement in policy formulation (number of countries for the inclusion
of each stakeholder group in the analysed policy fields)
Forestry Environment Forest-based Agriculture Tourism Energy Other Mean
industry

Forest programmes 14 14 12 10 10 6 6 10,3
Forest-based sector
strategies 10 6 10 3 3 4 11 6,7
Innovation
programmes 1 2 2 1 3 3 10 31
Rural development
programmes 11 8 4 10 4 3 9 7,0
Regional
development
programmes 6 7 5 6 6 5 5 5,7
Sustainable
development
strategies 10 10 7 8 7 7 9 8,3
Renewable energy
strategies 4 5 4 2 1 8 2 3,7
Mean 8,0 7.4 6,3 57 4,9 5,1 7.4

Table 10 indicates more precisely in how
many countries which stakeholder groups are
involved in the formation of the different
policy documents. It is visible that forestry,
environment, forest-based industry and
agriculture groups are particularly involved
in the analysed policy fields. Again, in the
interpretation of the figures the stronger
representation of forestry-related interest
groups in the design of the questionnaire has
to be considered.

8.3. Coordination mechanisms in policy
formulation

The coordination of actors in the formulation of
policy documents may be formalized or take
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place in an informal way. Since the analysis of
informal co-ordination cannot be done from
document analysis, the analysis focuses on
formal coordination.

The questionnaire asked which coordination
mechanisms were employed in the formulation
of the policy documents. The formal
coordination mechanisms were defined as
follows (multiple answers allowed):

» Formal (central) coordination body

* Formal coordination process

* Inter-sectoral working group

* Inter-sectoral advisory body

« Formal mandatory consultation process
» Formal voluntary consultation process
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Table 11.  Coordination mechanisms in the formulation of forest policy documents
Formal Formal Working Advisory Formal Formal
body process group body mandatory voluntary
consult. consulit.
Western NFP ATCHCYFI ATCHFI CHFI ATFI(2) CHFIFR(@) FRGE(2)
European FRGEPT (7) FR(4) FR (3)
countries Non-NFP  NO SE (2) SCO (1) - - SE (1) SE (1)
Eastern NFP CZPLRO (3) - - SK (1) - -
European — non NFP - BGHR(2) BG(1) - ; -
countries
Total 12 7 4 3 4 3

Coordination mechanisms in the formulation of
forest policy documents

The Table 11 shows which forms of
coordination are used in the formulation of the
forest policy documents in which countries of
our analysis (16 reports are available).
The most frequent form of coordination in
the forest policy documents seems to be a
formal central body that is in charge of
the coordination process (in 12 countries).
Sometimes a formal process is connected
(4 cases), sometimes only a formal process
is installed without having a formal body
(3 cases). Other means of coordination were
mentioned less frequently and mostly as
additional mechanisms.

When comparing traditional democracies to
transition countries it seems that traditional
democracies use a greater variety of
coordination mechanisms in the coordination
of forest policy documents when compared
with transition countries which most frequently
tend to install a formal body for coordination.
NFPs encompass more diverse coordination
mechanisms when compared with other forms
of forest policy documents.

Coordination mechanisms in policy formulation
— comparing policy fields

The following Figure 18 shows, for all
analysed policy areas, the number of countries
in which the different kinds of coordination
mechanisms are used. Formal coordination
bodies remain the dominating form of
coordination in all policy areas. The formal
body is often complemented by other means —
a formal process, working group, advisory
body, or consultation.

The comparison of the different policy fields
shows that forestry, forest sector, rural
development and sustainable development
policies are coordinated by more diverse
mechanisms. When looking more closely at
the data it shows that they are often used in
combination within the same countries (see
also the detailed analysis of forest policy in the
sub-chapter above as an illustrating example).
Possible explanations could be that in the
mentioned policy areas a formal cross-sectoral
coordination is more advanced than in many
other policy fields, that they are more cross-
cutting by nature, or that these policy fields
do not dispose of strong own steering
instruments.
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Figure 18. Coordination mechanisms in policy formulation — comparing policy fields (n=19)

8.4. Level of centralization/decentralization
in policy implementation

The questionnaire asked at which level of
administration the policy is implemented,
including a delegation to private actors. The
following categories were given in the
questionnaire  (multiple  answers  were
allowed):

» Decentralized

* Central, e.g. ministry, public agency

» Qutsourced to private actors

* Local, e.g. by municipalities

* Regional, e.g. by regional public actors
» Others
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The public administration is often not free to
decide on the implementation process as this
is often defined by the countries’ constitutions.

Level of implementation in forest policy
documents

The implementation of forest policy documents
takes mainly place on the central level,
exclusively or in addition to other levels (12 out
of 17 documents). For five documents also or
only an implementation on a decentralized
basis was mentioned, for five the local level,
for four private actors and for three also
regions.
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Table 12. Level of implementation — Forest policy documents

Central Decentralized Local Regional Outsourced to  Other

private actors

Western NFP ATCHCYFI ATCHDEPT((@4) CHFR CHFIFR(3) ATCHPT (3) AT(1)
European FR(5) PT (3)
countries Non NFP NO SWE (2) IT(1) SCO (1) - SWE (1) -
Eastern NFP CZRO SK (3) - - - - PL(1)
European
countries Non NFP BGHR (2) - BG(1) - - -
Total 12 5 5 3 4 2

When comparing NFPs with other types
of forest policy documents, there is a
tendency that NFPs are — more than other
documents — implemented on more than just
on the central level. When comparing West
and East it can be stated that forest policy
documents of Western European countries
are implemented on various levels whereas
Eastern European countries tend to implement
their forest policies on a central level only
(see Table 12).

Level of policy implementation — comparing
policy fields

The following Figure 19 shows on which levels
the different policy areas are implemented in
the countries of our analysis.

Although the general picture is that a central
implementation of policies dominates in all
policy fields, still some interesting sectoral
differences can be observed.
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Figure 19. Level of policy implementation — comparison of policy fields (n=19)
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An implementation on the central level prevails
in all policy fields. In the rural and regional
development as well as renewable energy
policies the implementation is often also,
sometimes only on the regional level. The
forestry policy seems to be more decentralized
than other policies. Regional and rural
development policies are often implemented
on regional level. The innovation policy seems
to be a typical centralized policy.

9. Summary results and discussion

The forest sector is not as static as often
perceived. Societal changes exert pressure
on forestry and the forest-based sector
and bring about dynamic consequences. The
big societal trends in Europe, and globally,
have their repercussions in forestry and the
forest-based industry: growing demands for
recreation, climate change mitigation, and
globalisation — these trends are visible also
in the innovation activities in the sector.
According to the expert assessments in the
frame of the work in COST Action E51,
recreational and educational services as well
as bio-energy products are the most frequent
recent product innovations in forestry in
European countries. New forms of marketing
are important developments related to new
services just like to traditional forest products.
Further, a range of process innovations aim at
rationalising timber production: harvesting
methods, ICT, and advanced logistic systems
are focus areas for new developments in the
sector. An interesting observation relates to
the differences between territorial services
and wood products: horizontal and vertical
cooperation is of growing importance in
forestry and the wood value chains; in the
production of territorial services, mere
cooperation of firms is important but effective
solutions are searched beyond and include
cross-sectoral coordination initiatives on
regional scale. So, while in timber and
bio-energy production vertical and horizontal
business co-operations are suitable and
important new organisational solutions, the
effective production of ecosystem services
often needs new institutional arrangements
that firms alone cannot manage without
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external support. Public or semi-public
organisations and interest groups have
specific new tasks to perform here. Regional

authorities, public sector administration,
regional development offices, regional
co-operations of municipalities, extension

services, or sector organisations such as
chambers, forest owners’ associations or
cluster organisations are examples for
constructions that may play important roles.

The innovations answer to social challenges,
but there are also blind spots

Looking at these results, it seems that the
reported innovation foci in the countries
answer to the big challenges of today.
Relatively little is found, however, in the fields
of environmental services (with regard to
biodiversity = conservation and  carbon
sequestration), sustainable building, chemical
products or food from forest sources.

These results at least show that innovation
activities seem to go by and large in a right
direction. However, with this it is not said
that the innovations sufficiently answer the
demands. Other studies come to the result
that the sector is dynamic but the level of
innovation activities is very low in smaller
forest holdings and that the rate of radical
innovations lags behind other sectors
(Rametsteiner et al. 2005). While many would
say that in a traditional sector no big
innovations can be expected, some see the
forest sector as one of the key sectors of the
future because it can provide solutions for
some of the biggest challenges of our society
— related to climate change, renewable energy
and environmentally friendly materials, as well
as biodiversity conservation. Within the EU
Lead Markets Initiative for Europe (LMI), the
forest sector is prominently represented as it
contributes to themes such as bio-energy,
sustainable construction, and bio-based
products.®

A lacking final answer to that does not prevent
us asking the question how innovation is

5 For the LMI, see http://ec.europa.eu/enterprise/
policies/innovation/policy/lead-market-initiative/.
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actually dealt with in sector-related policies
and how relevant policies are coordinated in
this question? These are the questions at the
core of COST Action E51. Answers to these
questions may explain levels of innovation
activity and success of the sector in finding
new answers to societal challenges. They may
even give indications if we could expect better
solutions in the sector even if we do not know
of which kind these could be: if the analysis of
policies shows that they lack orientation at
innovation at all, or fail in coordination in vital
fields, we can assume that many opportunities
are missed. Earlier studies of forest innovation
systems reveal significant weaknesses in
Central European policies, for instance,
lacking explicit sectoral innovation policies,
weak connection of the sector to the national
innovation system and policies, and poor
coordination across relevant sectors
(Rametsteiner et al. 2005).

Forest policy not strongly innovation-oriented

How is innovation integrated in relevant policy
documents? Our analysis asked about the
innovation orientation of policy goals, the
integration of innovation issues and the
support of innovations by policy measures.
The policy fields from which we analysed
selected documents seem to integrate
innovation in quite different ways. There is a
group of policy fields which seem to be
strongly oriented at innovation: innovation
programmes, regional development and rural
development programmes and forest-based
industry strategies often formulate many
innovation related goals and objectives, often

pose many innovation related issues and
problems, mention the term “innovation”
relatively frequently, and overall give a

relatively high relevance to innovation. The
importance of innovation support measures is
also relatively high in these documents.

The forest policy documents do formulate
innovation relevant goals and issues, but
overall, innovation does not appear often and
does not appear to be an important issue.
Sustainable development and renewable
energy strategies are the least innovation
oriented documents of our analysis.

Forest sector disconnected from national
innovation policies

Innovation frontiers of the forest sector are
frequently mentioned in forest programmes,
and sometimes also in rural development
programmes, forest-based industry and
renewable energy strategies. In most
countries, forestry issues are not found in
innovation and regional development policies.
This is an indication that forestry is not closely
connected to innovation policies.

Traditional understanding of innovation policy

Policy areas that are closer to forestry and
mention innovation fields that are particularly
relevant for forestry, are the forest-based
industry, rural development and renewable
energy policies. These policies, at the same
time, have a rather traditional understanding of
innovation policy — which implies that in their
rather linear innovation model they focus on
research and diffusion of innovation and have
relatively less awareness for the importance of
inter-sectoral cooperation and other systemic
measures of innovation support.

Three types of policies

It is an interesting result of this analysis, that
the relevance that is put on the topic of
innovation in the documents does often, but
not always go along with the same basic
understanding of innovation policy, traditional
or systemic. Policies that mention many
innovation related goals and issues, also
mention the term innovation quite frequently,
give innovation a rather high importance and
address innovation related issues quite
specifically. They are: national reform
programmes, rural and regional development
programmes, and forest sector strategies.
These policies tend to follow rather a systemic
understanding of innovation. The forest
programmes and renewable energy plans, on
the contrary, do not mention innovation so
frequently and represent a rather traditional
view on innovation. The sustainable
development strategies are a third type: they
do not mention innovation frequently but often
follow a systemic understanding of innovation.

81



Integrating Innovation in Forest and Development Policies: Comparative Analysis of National Policies across Europe

We thus find three groups of policy fields:
strongly innovation-oriented policies with a
rather systemic understanding of innovation
policy (national reform programmes, rural and
regional development programmes, and forest
sector strategies), less innovation oriented
policies with a traditional understanding (forest
programmes and renewable energy plans),
and a less innovation oriented policy field
with a systemic understanding (sustainable
development strategies).

Systemic rhetoric but traditional measures

The allocation of the policy documents
to traditional or systemic understanding,
however, requires further relativisation: not
all documents that talk very systemically
about innovation also choose typical
systemic support measures: innovation policy
documents and regional development
programmes are those with the strongest
systemic rhetoric, but the employed measures
are rather ftraditional. It seems that existing
policy instruments cannot be adapted quickly
to changing policy goals and approaches.

Support for diffusion but not radical innovation

For forest policy documents it can be said that
there is some general awareness for
innovation issues in the sector and current
innovation frontiers are tackled in the
documents. Overall, however, innovation
issues are not systematically integrated into
the policies and innovation as such is not
specifically supported. As a consequence, the
policies hardly support radically new ideas but
only the diffusion of current solutions and
technologies that are already known. This
goes along with the observation of innovation
research that the institutional system of mature
sectors rather focus on rationalisation and
diffusion of innovation and are less supportive
of the development of new products or
services (Breschi and Malerba 1997). These
internal weaknesses of the sectoral innovation
system are complemented by a weak external
support for the sector by national innovation
systems or innovation policies. The orientation
at traditional innovation support tools and an
ignorance of systemic approaches within the
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sector furthermore fails to stimulate innovative
ideas and to support innovation systematically.

Forest policies are formally well coordinated
among public bodies and stakeholders

In how far are relevant policy areas
coordinated? For an effective support of
innovation, the coordination of policy fields is
important, the more so for a diversification into
new forest goods and services. The analysis
asked how the policies that are relevant for
the support of innovation in forestry are
coordinated among public administration
and with stakeholders. Forest programmes
are among those policy documents with
the strongest formal coordination with other
ministries or other public organisation,
together  with  innovation,  sustainable
development, as well as rural and regional
development policy documents.

Within forest policy we have analysed NFPs
for those countries, where they existed, and
other central policy documents in countries
without NFPs. According to the analysis, there
is no strong difference between these two
groups of documents, but a tendency is
seen that NFPs support a more systematic
and broad inclusion of public bodies in
the formulation process and thus support
bridging to “more distant” public entities.
For the involvement of stakeholders no
clear difference between NFPs and other
documents is visible. It seems that the concept
of NFPs as defined in international policy
processes which call for the inclusion of
interested stakeholders in the formulation of
forest policies has gained broad acceptance in
Western and Eastern European countries
alike, and no matter if the documents are
formally NFPs or other policy documents.
NFPs, however, employ more diverse formal
coordination mechanisms in comparison.

Among formal coordination mechanisms,
formal bodies dominate. It is often
complemented by other means such as a
formal process, working group, advisory
body, or consultation. When comparing the
different policy fields it shows that more
diverse mechanisms are employed in the
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coordination of forestry, forest sector, rural
development and sustainable development
policies. These mechanisms are often used
in combination within the same countries.
Possible explanations may be that in the
mentioned policy areas the formal cross-
sectoral coordination is more advanced than in
other policy fields, that they are more cross-
cutting by nature, or that these policy fields do
not have strong competences and steering
instruments and therefore have to rely more
strongly on coordination processes with
possibly competing policies.

The analysis focused on those stakeholders
that are particularly relevant for forestry: forest,
forest industry, environment, agricultural
interest groups, but also tourism and energy
related organisations. They are naturally more
often involved in the formulation of policy
documents in the fields of forestry and forest-
based industry. The comparative analysis
shows that tourism is quite frequently involved,
while energy-related groups less often.
The recreational value of forests seems to
be a traditionally important service in many
countries, while the issue of renewable energy
is maybe still a new field in some countries.
Furthermore, for tourism, interest groups do
exist that actively lobby for their interest in the
forest policy making process while the energy
sector as such does not intervene in the forest
sector policy making.

Symbolic policy vs, substantial coordination

Forest policy documents seem to be relatively
well coordinated with other sectors, and even
without a generally strong systemic orientation
of innovation policy there is a focus on cross-
sectoral interaction as a tool for innovation
support. In relation to other traditional sectors,
it seems that forestry is rather used to
coordinate across sectoral boundaries. These
results contradict to what is known from
extensive forest policy research and from
earlier innovation research — for example in
Austria  (Glick, 1976; Rametsteiner and
Kubeczko, 2003; Hogl and Nordbeck, 2007).
Rametsteiner et al. conclude for Central
European countries that cross-sectoral

cooperation for innovation support is largely
lacking (Rametsteiner et al. 2005). For the
example of Austria it is shown in detail, that
other sectors hardly play a role in the sectoral
innovation system; this is certainly true on
national level, less so on local-regional levels
(Rametsteiner and Weiss, 2006).

Policy coordination forced from outside

An explanation for these contradictory results
may be the difference between the formal
goal of coordination and the effective
implementation which might lack behind the
goal. Explanations might possibly also be
found in the generally weak orientation of
forest policies at innovation as such or in
the quality of cooperation. The generally
limited relevance of innovation within forest
policy could explain why the cross-sectoral
communication is not utilised effectively
for innovation support. Furthermore, the
coordination with other sectors is often rather
forced because of strong interests from other
social groups and the mode of coordination is
often more a negative than a positive
coordination (Hogl and Kvarda, 2008). In the
field of innovation this is reflected by the
observation that innovations are often not so
much opportunity-driven but rather demand-
driven and forced upon the sector, for
instance, in ecosystem services of forests
and forest-related recreation (Weiss and
Rametsteiner, 2005). The development of bio-
energy from forests is an example for an
opportunity-driven  innovation in forestry,
however, the initial support came from other
sectors than from the forestry innovation
system (Weiss, 2004; Kubeczko et al. 2006).

10. Concluding remarks

The analysis conducted here was a rare
possibility to compare policy documents from
different policy fields across a large number of
countries. The extensive data collection work
was crucially supported by the framework of
the COST Action E51 which brings together
experts from many European countries. With
the large set of analysed documents being the
strength of this endeavour, its weakness is
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the still shallow analysis: From each
policy field only one document has been
chosen and no accompanying interviews were
possible because of limited budgetary
resources. For this reason, for instance, only
formal coordination mechanisms could be
included in the analysis although we know that
informal coordination and consultation with
public and private actors is an important
feature in the policy-making processes. Policy
documents, furthermore, wusually do not
describe accurately underlying factors for
certain policy decisions or policy change. The
analysis furthermore was largely restricted to
the formulation phase and did not include their
implementation.

Although a well-defined common
questionnaire with detailed guidelines was
used for data collection, a further certain
weakness lies in the fact that the data
collection was done by a large number
of researchers which compromises the
standardisation and reliability of the
assessments. It seems that we were able to
control this sufficiently by the standardised
questionnaire with detailed guidelines for its
completion. Cross-checks between related
questions hardened the confidence of the
authors in the central results. Less reliable
questions, for instance, were directed to the
importance of innovation support measures
and these results were partly excluded from
the analysis.

A number of interesting insights can be
derived from the analysis, for instance, with
regard to the following questions:

- How policy fields differ in their innovation-
orientation, characterisation of issues,
integration of innovation and how this is
constant across countries;

- How policy fields differ in their expressed
understanding of innovation policies and
how innovation rhetoric’s are not always
consistent with the chosen measures for
innovation support;
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- How countries differ from each other with
regards to the relevance they assign to
innovation and which understanding of
innovation policy they follow across
different policy fields;

- How NFPs are actually not so different
from other forest policy documents when it
comes to coordination across sectors and
with stakeholder groups.

Some of these insights are well substantiated
with results from several related questions
and with the qualitative analysis of extracted
texts. Some of the results go along with
established knowledge about innovation
policies and innovation systems in forestry,
but some results are new scientific
knowledge. Some analysis results are
exciting observations but lack the in-depth
explanations. These questions would require
further investigation by the analysis of further
documents, by additional interviews with
policy-makers and stakeholders, or by
extended case study analyses. Some of the
participants in the COST Action aim to further
study these questions in ongoing or future
research projects.

The further work in the COST Action E51
which focuses on the firm level and local

level of innovation processes should be
able to answer some of these open
questions.
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Chapter V

Support for Innovation in Forestry in Rural Development
Programmes of Six European Countries

Zuzana Sarvasova
Vilém Jarsky
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Gerhard Weiss

1. Introduction and objectives

Rural development is a vitally important policy
area, because rural areas cover 91% of the
territory in the 27 Member States of the
European Union (EU) and over 56% of the
population live there (CAP EU). Extremely
diverse physical environments characterize
rural areas in Europe, as well as a broad
range of economic activities, unique social
networks and centuries-old cultural traditions.
Rural areas across Europe differ strongly in
their prosperity, among others, depending
on their resources, accessibility, distance
to large agglomerations, etc. Many European
rural areas face significant challenges
e.g. building competitiveness and creating new
job opportunities. In marginal areas farming
and forestry businesses often still need
rationalization, or to develop new products and
service. On the other hand, they have a great
deal to offer. They give essential raw materials
and provide a place of beauty, rest and
recreation. The EU rural development policy is
about meeting the challenges faced by rural
areas, and unlocking their potential. Rural
Development Policy is European Union is a
key tool for restructuring of the agriculture
sector, and to encourage diversification and
innovation in rural areas. Rural Development’s
main targets are economic growth and
creating jobs in rural areas and greater
competitiveness in world markets, together
with strengthening a better standard of living in
an environmentally and socially sustainable
way.

Even if economic activity tends to be
concentrated in more urban areas, rural areas
generate 42% of the Gross Value Added
in EU-27 and provide 53% of the employment,
these shares being larger in the new
Member States (74% and 83% respectively).
Agricultural and forestry sectors are very
important for the rural development. The
primary sector (agriculture, hunting and
forestry) with around 13.44 mio persons
employed in 2005 still represents 18% of
the employment and 5% of the value added
in rural areas of EU-27 (Rural development
in the European Union, 2008).

Rural development policy in EU has been
implemented through different instruments.
Before 2000, the CAP was essentially sectoral
(dealing mainly with agricultural structures)
with limited territorial aspects. Agenda 2000
established rural development policy as the
second pillar of the EU's Common Agricultural
Policy (CAP). An important change for
the ongoing period (2007-2013) was the
movement from separate measures for the
forest and the agro-environmental issues to
one single regulation for all the measures.

The strategic guidelines published by the
European Union on 20 February 2006 (Council
decision No. 2006/144/EC) should help to:

+ Identify the areas where the use of EU
support for rural development adds the most
value at EU level,

* Make the link with the main EU priorities
(for example, those set out under the
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Lisbon and Géteborg agendas);

» Ensure consistency with other EU
policies, in particular those for economic
cohesion and the environment;

* Assist the implementation of the new
market-oriented CAP and the necessary
restructuring it will entail in the old and new
Member States.

Each member state has to create a national
strategic plan which includes all objectives
of the strategic guidelines. Thus, the
programming of rural development must
comply with Community and national priorities
and complement the other Community
policies, in particular the agricultural policy. A
precondition for receiving financial support for
developing rural areas is an assessment which
includes strength, weaknesses, opportunity
and threats of each region. For the financial
period 2007-2013, the European Commission
has published Council Regulation 1698/2005
on support for rural development by
the European Agricultural Fund for Rural
Development (EAFRD). This fund is financed
by the total budget for agriculture which
includes more than 53 Billion Euros. For rural
development, a budget of nearly 11.3 Billion
Euros is planned. According to the objectives
of the Council Regulation 1698/2005, these
11.3 Billions Euros are available for several
measures and activities in the member states
for the period 2007-2013. It is more than in
the former period 2000-2006 so that more
measures can be carried out in the agriculture
and forestry sector. However, the requirement
to select from a variety of different measures
allows the member state to focus the financial
support on the particular needs of each
country.

According to Council Regulation 1698/2005
the Member States or regions select
measures, which are appropriate to implement
each specific rural development strategy.
Member States or regions can choose
measures that reflect their specific needs and
set their priorities at national level. The set of
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particular measures, support description,
target groups, eligible activities, monitoring
indicator etc. are included in each national or
regional Rural Development Programs (RDP).

The strategic guidelines, the Council
Regulation 1698/2005 and Commission
Regulation (EC) 1974/2005 as well, are
implemented in all member states for the
programming period 2007-2013. All countries
have submitted a Rural Development Plan
which includes measures and the related
budget. However, different approaches for
implementing the objectives of the council
regulation can be observed. Some countries
are focusing more on economic objectives,
others more on ecologic objectives. For this
reason, the article analyses the RDP from a
number of countries/regions. It focuses on the
following questions: Which rural development
measures related to forestry are provided by
the member states in the ongoing period?

» Are there national priorities in the rural
development programmes in supporting the
forestry sector?

The study is particularly interested in how
far innovation is supported through rural
development policy forestry in the countries of
our analysis.

2. EU Rural Development Policy and
Forestry

2.1. Three aspects of policy coordination

Policy integration and coordination is of
high relevance for forest policy as it has
manifold interferences with a range of other
policy areas and sectors, for example rural
development (Bauer and Rammetsteiner,
2006). With the “integrated rural development”
approach, cross-sectoral co-ordination
became a central cornerstone of development
strategies for rural areas (Giefden, 2008; Sotte,
2003). Coordination is an important
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Figure 1.
(adapted from FAO, 1998)

mechanism in rural development policy.
It brings together disparate resources,
institutions, actors and targets at various levels
including European, national, regional and
local. Coordination is needed on several
levels — vertical, horizontal and temporal (see
Figure 1).

Vertical coordination refers to cooperation
among various hierarchical levels of
government. Theoretically, individual EU
Member State could decide and operate a
completely independent rural development
policy. However, not all countries in the EU
would be able to afford the policy that they
needed. Therefore, the EU has a common
rural development policy, which nonetheless
places considerable control in the hands of
individual Member States and regions.

At EU level, general rules for support of
rural development policy are introduced.
Responsibilities for partnership, programming,
evaluation, financial management, monitoring
and control are dealing between Member
states and Commission on the basis of
subsidiarity.

The EU and Member
financial cost to implement

States share the
the rural

Rural development  Cohesion policy

Region

Local community/ Project

Various dimensions in Rural Development Policy coordination

development programmes (co-financing), but
the Member States are fully responsible for the
management of their programmes.

A set of particular measures, support
description, target groups, eligible activities,
and monitoring indicators is included
according to each of the four axes in each
national or regional RDP. A list of evaluation
guidelines and common indicators for
monitoring and assessment of RDP s
implemented on the base of documents
elaborated by EU Commission and members
states.

Horizontal coordination focuses on linking
related policies. It helps to ensure consistency
with other EU policies, in particular cohesion
and environment. Rural development policy
has links to a number of other policies set at
EU level, as well as to lower levels, too. There
is a strong call for particular coherence
between forest policy and rural development
policy. Already in 2000 the consensus was
adopted that the sustainable management,
conservation and sustainable development of
forests should be a guiding principle for rural
development in forest policy (MCPFE, 2000).
Forestry Policy represented by forestry
measures in RDP 2007-2013 is adopted in the
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light of undertakings given by the Community
and the Member States at international level,
and based on Member States’ national or
sub-national forest programmes (NFP) or
equivalent instruments. Forestry measures
should also contribute to the implementation of
the Community Forestry Strategy.

The innovation policy is linked with RDP rather
weakly and indirectly. Some aspects that
involve innovation are found in the European
priorities for rural development. Council
Regulation (EC) No 1698/2005, for instance,
marks innovative approaches in developing
new products, processes and technologies in
a context of increased competition in rural
areas.

According to Strategic Guidelines for Rural
Development these priorities are as follows:

* Contribute to a strong and dynamic
European agro-food sector by focusing on the
priorities of knowledge transfer, modernisation,
innovation and quality in the food chain and
priority sectors for investments in physical and
human capital;

+ Contribute to the priority areas of
biodiversity, and preservation and
development of high nature value farming and
forestry systems and traditional agricultural
landscapes, water, and climate change;

» Contribute to the overarching priority of
the creation of employment opportunities and
conditions for growth;

« Contribute to the horizontal priority of
improving governance and mobilising the
endogenous development potential of rural
areas

Temporal coordination refers to achieving an
optimal implementation of Rural Development
Policy in the EU across programming periods
(see Figure 2).

The rural development policy during the
previous programming period 2000-2006
was implemented through three different
approaches, depending on the country status
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(EU member or associate country): Special
pre-accession assistance for agriculture
and rural development (SAPARD), Rural
Development Plans, and Sectoral Operational
Programmes Agriculture and Rural
Development. SAPARD was used during
that period in countries with pre-accession
status (e.g. Bulgaria, and until 2004 also
Czech republic and Slovakia). In EU Member
States rural development policy was
implemented at a national or regional level
through Rural Development Plans and
Sectoral Operational Programmes Agriculture
and Rural Development.

The Council Regulation (EC) No 1260/1999
laid down general provisions on the Structural
Funds. Community has undertaken a reform
of CAP which includes structural and
accompanying measures for promoting rural
development. Through European Agricultural
Guidance and Guarantee Fund (EAGGF),
regions were supported whose development
was lagging behind — defined as those
whose per capita GDP is less than 75% of
the Community average (Objective 1). The
Council Regulation (EC) No 1257/1999 on
rural development measures contributed to
this policy in regions whose development is
lagging behind (Objective 1) and regions
facing structural difficulties (Objective 2) as
defined in Council Regulation (EC) No
1260/1999. In Slovakia, for instance, the SOP
Agriculture and rural development 2004-2006
was territorially bound to Objective 1, which
means the whole country except Bratislava
County.

The objectives based on Council Regulation
(EC) No 1268/1999 for SAPARD were:

» Contribute to the implementation of
the acquis communautaire concerning the
common agricultural policy and related
policies;

» Solving priority and specific problems for
the sustainable adaptation of the agricultural
sector and rural areas in the applicant
countries.
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Rural Development Programmes

Figure 2.
planning periods.

Integration of forestry aspects in the rural
development policy  followed Council
Regulation 1257/99, Chapter VIII Forestry
were particular aimed at:

* Investments to improve the
multifunctional role of forests (Article 30);

» Afforestation of agricultural land
(Article 31);

* Improvement of forest protection values
(Article 32);

The new Rural Development Regulation
No. 1698/2005 puts in place a significantly

simpler and more strategic (Handbook
on Common Monitoring and Evaluation
Framework, 2006) approach to rural

development, i.e. through the definition
of three core objectives and a reorganisation
of sub-objectives and measure objectives.
The approach to monitoring and evaluation

The implementation of rural development policy during previous and current

for the period 2007-2013 is based on the
arrangements in the last periods, but will be
implemented in a more systematic manner
and adapted to a number of new requirements
in the RD regulation (Handbook on Common
Monitoring and Evaluation Framework, 2006).
The main changes can be summarised as
follows:

1. Simplification of policy implementation
through the introduction of a single
funding system,

2. Modification of programming, financial
management and control framework for
rural development programmes,

3. Definition of three core objectives for rural
development measures (Axes1-3), and
fourth horizontal and methodological axis
is dedicated to the mainstreaming of the
LEADER approach.
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2.2. Rural development in Europe during
the period 2007-2013

For period 2007 to 2013, Council
Regulation 1698/2005 is focused on three
themes (known as “thematic axes”) for rural
development:

+ Axis 1: Improving the competitiveness of
the agricultural and forestry sector

* Axis 2: Improving the environment and
the countryside

* Axis 3: The quality of life in rural areas
and diversification of the rural economy

* Axis 4: LEADER (Links between actions

for the development of rural economy)

Over 40 measures have been designed to
achieve the objectives of the EU rural
development policy. There are 14 measures
under axes 1 and 2 which have objectives
directly related to forestry (see Table 1).
Generally, these measures aim at promoting
sustainable forest management and the
multifunctional role of forests. In addition,
forestry-related activities, which can play a role
in the diversification of the rural economy, can
also be supported through some measures
under the axis 3.

Table 1. RDP measures relevant for forestry for the period 2007-2013
gﬁF Axis 1: Improving the competitiveness of the agricultural and forestry sector
111 Vocational training and information actions, including diffusion of scientific knowledge and
innovative practices for persons engaged in the agricultural, food and forestry sectors
114 Use of advisory services by farmers and forest holders
115 Setting up of farm management, farm relief and farm advisory services, as well as of
forestry advisory services
122 Improvement of the economic value of forests
123 Adding value to agricultural and forestry products
124 Cooperation for development of new products, processes and technologies in the
agriculture and food sector and in the forestry sector
125 Improving and developing infrastructure related to the development and adaptation of
agriculture and forestry
Axis 2: Improving the environment and the countryside
221 First afforestation of agricultural land
222 FirsFirst establishment of agroforestry systems on agricultural land
223 First afforestation of non-agricultural land
224 NATURA 2000 payments
225 Forest-environment payments
226 Restoring forestry potential and introducing prevention actions
227 Support for non-productive investments
Axis 3: The quality of life in rural areas and diversification of the rural economy
323 Conservation and upgrading of the rural heritage
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3. Methods

The overall approach to analyse the rural
development programmes is based on a
cross-country ~ comparison of  forestry
measures in the RDP 2007-2013 in selected
EU members states or regions. As was shown
in Figure 2, different regulations for rural
development existed until 2007.

For this article comparison, RDPs for the
period 2007-2013 were available from the
following eight countries/regions:

» Austria (AT)

+ Bulgaria (BG)

* Czech Republic (CZ)

« Germany: North Rhine Westphalia and
Saxony (NRW, Saxony)

+ ltaly: Toscana and Veneto (Toscana,
Veneto)

+ Slovakia (SK)

All these RDPs are available at the respective
official government  website.  Relevant
information from COST Action E51 national
reports (Austria, Bulgaria, Germany, Czech
republic, ltaly, Slovakia) was used as well
(Cost Action 51: Country reports).

The intent to analyse RDPs from more
countries was not realised because of
language barriers and limited availability of the
latest version occurs. Furthermore sector data
from EUROSTAT and from the European
Commission related to Rural Development
were not available for all countries/regions.

Due to the fact that definitions in the
programmes are only partly comparable (there
are different definitions, e.g. in terms of:
beneficiaries, ownership type, projects),
common comparative criteria had to be
identified. The following criteria were selected:

» Land use distribution (using the
categories: agricultural land, urban regions,
forest or wooded land, rest)

+ Afforested area in ha

* Implementation of forestry measures

* Interpretation of measures from the point
of view of eligible activities.

The RDPs 2007-2013 were further compared
to the former programming period on a
country/region and cross country/region level.
This intertemporal comparison was possible
only for some indicators due to the different
definitions mentioned above.

As a result, the main differences are visible
and available for detailed analyses. These will
be carried out in a later step, which will include
expert interviews and structured interviews
with questionnaires. This article presents
results only from the comparative analysis
of countries/regions and programmes as
described.

4. Results
4.1. Forestry in analysed countries/regions

The chapter gives a brief overview on some of
the land use characteristics of EU member
states as Bulgaria, Czech Republic, Austria
and Slovakia, as well as regions Veneto,
Toscana (ltaly), North Rhine-Westphalia
(NRW) and Saxony (Germany). The forestry
ownership structure is presented, because of
its relevance for support provided by RDP.

The area distribution of the analyzed countries
has some variations. Notable differences can
be found in the coverage of urban regions and
forest or wooded land (see Figure 3). The
category “others” includes rest of land use
categories, e.g. water areas or barren land.
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Figure 3.

The rural character of regions is given by
occurrence and proportion of agricultural and
forest ecosystems. The highest value of forest
or wooded area from the analyzed countries is
in Toscana with 50.1% forests coverage of its
territory. Toscana is closely followed by
Austria (47.2%), and Slovakia (40.9%). The
forest coverage in second group of regions

~ Agricultural land
Forests arwooded land
COthers

Urban regions

Bulgaria

i
iz
=3,
=y

Area distribution according land use category

varies between 24.3% (Veneto) and 33.6%
(Bulgaria, Czech Republic). German regions
are presented with forest cover around 27%.

The coverage of agricultural land is more
harmoniously distributed among the countries,
remaining mostly in all countries near to a half
(see Table 2).

Table 2. Coverage of agricultural land in %.

Region Saxony Czech Republic NRW  Slovakia Bulgaria Veneto

% of agricultural land 55.7 54.0 50.2 49.6 49.0 43.4
Toscana and Austria have the Ilowest whereas Austria has the highest share of

percentage of agricultural land with Toscana at
35.2% and Austria at 34.0%.

The ownership structure of the forest areas

(see Figure 4) also varies from Veneto’'s 7.3%
state-owned forests to Bulgaria’'s 78.1%,
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private-owned forest land with 82.4%. In
Slovakia, state bodies own 41% of forests, but
also manage the forests of forest owners who
have not claimed their properties and forests
leased from non-state subjects, together
comprising around 55%.
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Figure 4. Forest ownership distribution

EU stresses an important role of RDP for
improving and broadening economic value
especially for non-state forestry sector,
alongside to maintain the sustainable
management and the multifunctional role of
forests (Council Regulation 1698/2005).

Around 60% of the EU’s forests are in private
hands. The particular information from all
compared regions is missing, but it would be
likely assumed that the small sized forest
holdings are more common than large-scale
private forest areas. In Bulgaria average
private owned forest area is 1.4 ha, in
Saxony 2 ha, in Austria it is around 19 ha, in
Slovakia 2,8 ha, in Czech Republic 2,9 ha.
However, forests and forest-based products,
even from small forest holdings, are important
for the economy (The EU Forest Action
Plan 2007-2011).

Only non-state forest owners are eligible
beneficiaries in  whole RDP. Different
approaches are used for support state forest
holdings. In some countries state forests could
be supported only from Axis Il, in other state

Yeneta Czech Bulgaria Austria
Republic
M unicipal Other non-state

foresters could also be target group in
measures of Axis |. The comparison of support
from RDP in state and non-state forest sector
would be possible after ex post evaluation.

4.2. Implementation

For the following analysis of supported forestry
measures, all measures have been checked
which are oriented towards forest owners as
beneficiaries or the main target group or where
forestry aspects dominate. These measures
are: 122, 123, 125, 221, 222, 223, 224, 225,
226 and 227 as identified in Table 1.

Table 3 presents the results at country level on
how the rural development policy measures
touching forestry are to be implemented in the
particular regions. The titles of measures
according CMEF codes are the same as in
Table 1. Particular support is more closely
discussed below in terms of eligible activities
that are to be taken on regional level
according selected measures. Measure 222
(Agroforestry) is not provided in any of RDPs
analysed.
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Table 3.

Forestry measures based on Council Regulation (EC) No 1698/2005

Measure (CMEF-code)

Country/region 111

114 115 122 123 124 125 221 223

224 225 226 227 323

Bulgaria © © © ;rgg; ©

Czech Republic * © ®© ®© Q) Q) Q) © © © ©

Slovakia * © ® Q) Q) © © ©

Austria © © © © © © © © @)

Germany

NRW ® © © © © ©

Saxonia ® ® ©

Italy

Toscana © © @) © © © © © ©

Veneto © © © © © © © © © ©
Notes:

Measure will probably not be provided

@) Measure will probably be provided

It is possible that during current programming
period there will be changes by providing or
not providing mentioned measures (this is the
reason, why in the description we talk of
measure that will be “probably” provided). The
reasons for this can be various: there may be
a mistaken assumption that the offered
measure will be requested by forests owners
(for example in the Czech Republic in previous
period 2004-2006 there was a measure
support for forest owners’ associations, but
there was not any application for this measure)
or there could be changes because of
economic crisis.

The analysis of the RDPs from a forestry point
of view shows that there are some forestry
activities that were supported already in the
previous planning period.

These are the traditional activities supported in

measures 122, 123, 221, 226, 227 (silviculture
activities, building of forest roads, fire
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Measure will be provided, but foresters are excluded

Foresters are target group but not applicants — for example measures concerning vocational training — the
applicants are institutions which provide education for forest owners (so forest owners are here the target
group, but alone they are not applicants for this measure)

protection, purchasing of machines, non-profit
investments etc.) that were implemented also
in the RDPs 2000-2006.

There is a new strong emphasis, on improving
the competitiveness of the agricultural and
forestry sector (Axis 1). In Axis 1 has been
allocated the largest share of funds, despite
the fact, that Community financial contribution
to Axis 1 shall cover at least 10 % of
the EAFRD total contribution to the
programme (Council Regulation 1698/2005).
The measures supporting training (111),
investments to improve the economic value of
forests (122), adding value to forestry products
(123), and on developing forest infrastructure
(125) existed also in the last period but are
prioritized in this programming period. A
number of new measures were defined by the
EC which were partly taken up by the RDPs of
the countries in our analysis. The cooperation
for development of new products (124) has
been included in Austrian and Italian RDPs,
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measures of advisory services (114, 115) as
an innovative tool for the improvement of
the overall performance of forest holdings
where included in the national RDPs of most
countries.

Under the title of improving the environment
and the countryside (Axis 2), the emphasis of
forestry measures is put on first afforestation
of agricultural land (221) and restoring forestry
potential (226). Also the new measure on
Natura 2000 payments (224) and the
possibility for non-productive investments
(227) are included in the majority of the
analysed RDPs.

A horizontal objective and the measures
under Axis 3 are not targeted to any specific
sector. Nevertheless, some forestry-related
actions could be financed under this axis,
through the measure providing support for
diversification into non-agricultural activities.
For instance, the measure relating to
conservation and upgrading of the rural
heritage (323) will be implemented in RDP
for Austria and Veneto also with forestry
activities.

interaction with measures from other axes too.
Integration of operations from different axes
can in some situation improve the overall
effectiveness of rural development policy.

RDPs include also a financial plan. These
plans give an overview about the priorities in
the development strategy. The proportion
of finances allocated to forestry measures
according to indicative budgets in chosen
RDPs 2007-2013 is presented in Table 4.
The measure 111 (Vocational training and
information actions, including diffusion of
scientific knowledge and innovative practices
for persons engaged in the agricultural,
food and forestry sectors) and measure 323
(Conservation and upgrading of the rural
heritage) are excluded, because of funding
directed to forestry through these axis 1 and 3
measures can cover both agricultural and
forestry sectors.

The Measure 114 represents in Czech
Republic and in Slovakia amount of 24.7 resp.
24.5 mill. €. The expectation is that forest part
will take about a quarter of this total amount.
These are but a crude guess and therefore are
these amounts in Table 4 and next figures not

Forestry measures often have some included.
Table 4. Sources allocated for RDP forestry measures for the period 2007-2013
Forest cover Forestryarea  Budget 2007-2013 Forest part
Country/region (%) (ha) (million €) million € %
Bu/garia7 37 4 070 000 4278.4 335.0 7.83
Czech Republic2 34 2647 416 4 605.3 261.6 5.67
Slovakia® 41 2 006 939 3400.7 231.3 6.80
Austria* 47 3 960 000 10 707.0 417.1 3.90
Germany
NRW 26 887 550 1268.5 149.5 11.78
Saxony 28 511 578 22331 76.2 3.41
Italy
Toscana 50 1151 539 13331 238.1 17.86
Veneto 24 446 856 1489.8 170.9 11.47
Notes:

! forest part without measure 224

2 forest part without measures 114

% forest part without measure 114 and 123

* whole forest part from government information;
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Figure 5 shows the anticipated expenditures
in the selected states and regions on the
implementation of the forestry measures
during the years 2007-2013. The maijority of
the RDPs analysed have allocated more
finances into measures in Axis |. But the
description of forest part of measures in Axis 1
could be overestimated. By the measures,
which are not specific for the forest sector,
probably much of the money will be spent in
supporting agricultural activities. In Italy have
made an estimate that no more than 25% of
the budget for measures 123, 124 and 125 will
be used in the forest sector.

Only Slovakia and Saxony have more finances
(in total amount: EU, national and private
resources together) allocated in Axis Il. But
there are also differences in particular amount
of resources for measures. For example,
Slovakia has the highest expenditures in
measure 226 (Restoring forestry potential and
introducing prevention actions), whereas
Saxony has highest expenditures in public
expenditures for the measure 227 (Non-

productive investments). In the Czech
Republic more finances are allocated in Axis |,
but when the private co-financing is taken off,
than (from public expenditure point of view)
the most financial means flows into Axis Il

The absolute amount of financial means
flowing into forest sector is only basic
information. For comparison, the share of Euro
per hectare of forest land is more important
(see Figure 6). There is a certain correlation
(correlation coefficient 0,417) between forest
cover and share of money allocated for
forestry from whole RDP budget in each of
investigated RDPs. For instance, in German
and ltalian regions the allocation of money
in €/ha is higher than in the other countries of
our analysis. Bulgaria, Czech Republic,
Slovakia and Austria belong to countries with
a high cover of forests (ca 40 %), but the
allocated money is lower than in others
(ca 100 €/ha). From the group of countries
with forest cover below 30%, German regions
plan support around 150 €/ha in comparison
with Veneto’s with 350 €/ha.

BAyis 1: Improving the competitiveness of the agricultural and forestry sector - forest part

Axis 2 Improving the environment and the coutryside - forest part

450
400
350 b=
300
gt
§ 250
E
200
150
100
D -
Saxonia  Toscana  “eneto Slovakia Czech Elulgarla Austria
Republic
Figure 5.  Allocation of financial means from RDPs, 2007-2013 (in million EUR)
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Figure 6.  Support per hectare of forest area from RDPs 2007-2013 (in EUR/ha)

The amount of sources given to RDP depends
mainly on the skill of each national (or
regional) representative to negotiate with EU
Commission, but the part allocated for forestry
depends on priorities in national rural policy.

4.3. Examples of different interpretations of
the measures

In the following chapter, the differences in
interpretation of a measure by the member
states are shown.

4.3.1. Measure 122: Improving the Economic
Value of Forests

According to the Council Regulation
1698/2005, the intention of measure 122 is the
improving of the economic values of forests. It
is implemented in ways that aim at:

* Improving and broadening their economic
value,

 Increasing diversification of production
and

» Opening of new market opportunities
such as renewable energy,

+ Maintaining sustainable management and
respecting the multifunctional role of forests

The Austrian RDP supports many different
kinds of measures from silviculture to
investments in technical equipment plus the
production of biomass. The main aim is to
mobilize  timber or biomass harvest,
particularly from small private forest holdings.
Professional training measures that should
further support the effectiveness of the
mobilisation activities are also included in this
measure. The budget for this topic was
significantly increased (around + 40%) which
reflects the national forest policy priority of
increased harvesting in order to supply the
national industry.

Bulgaria focuses on silvicultural activities like
thinning and lightening of forests. Furthermore,
purchasing of harvesting equipment, such as
motor saws, harvesters, and forwarders is
supported.

Czech Republic aims at providing support for
purchase of machines and equipment for the
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construction and maintenance of forest roads,
paths and pavements, soil amelioration,
torrent control, retention reservoirs and
facilities for tourism. The country also aims at
improving the machinery and equipment
serving regeneration and thinning of forest
stands and primary processing of wood by
environmental friendly technologies.

In Italy (Veneto), the actions for Measure 122
are for construction or maintenance of forest
roads (Cost/benefit analysis is mandatory
to demonstrate economic sustainability of
investment). Another action relates to the
conversion/amelioration of forest stands (with
productive objectives). Veneto will also invest
in sawmills.

Slovakia is also focussing on purchasing of
equipment for regeneration of forest stands,
thinning, cleaning, felling, and skidding. It
also includes equipment such as motor
saws, harvesters, forest cableways, hauling
truck-and-trailers, and forwarder. Slovakia also
intends to improve its forest roads and
IT infrastructure (software and hardware).
The third key activity in Slovakia’s Measure
122 concerned investment in timber yards.

From these given examples, it is evident that
Measure 122 is perceived very broadly, i.e.
small activities — like thinning and lightening of
forests could be subsidised, as well as
very expensive actions — like purchasing of
harvesters, forwarders and other machines.
From this point of view, it is clear, that mostly
the first three goals (improving and broadening
economic value, increasing diversification of
production and opening of new market
opportunities such as renewable energy) are
fulfilled in practice.

4.3.2. Measure 123: Adding Value to
Agricultural and Forestry Products

Measure 123 assumes that value added can
be increased through:

* Investment in the processing and
marketing of existing products, and

* Investment in the development of new
products, processes and technologies.
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Eligible investments could be the construction,
acquisition or improvement of immovable
property, the purchase or lease-purchase of
new machinery and equipment and general
costs linked to expenditure such as patent
rights and licences.

A closer look into the supported measures
shows wide differences in interpretation.

Austria supports many measures for joint
marketing systems, advanced logistics, and
further processing of timber.

In Bulgaria, activities under this measure
are focussed on enhancing the industrial
processing. Eligible are e.g. costs for local saw
mills or techniques for producing fire wood
or pellets. In contrary to other European
countries, in Bulgaria there are currently only
two saw mills producing timber for export.

In the Czech Republic, the measure is realized
with purchasing and improving of technologies
for processing of biomass waste for energy
purposes, construction or improvement of
plants for forest products processing and
purchasing of software and licenses.
Applicants must be forest entrepreneurs with
less than 10 employees or enterprises with a
turnover under 2 Mil. €.

In Italy (Veneto) Measure 123 is realized
in investing in new machinery for
harvesting/transformation. Italy emphasises
that beneficiaries must also adopt PEFC
or FSC standards for forest harvesting
activities/transformation.

In North Rhine-Westphalia Measure 123 is
implemented via support for improving the
processing and marketing of timber and timber

products (processing costs, technologies,
planning costs) and developing of new
products, techniques and technologies in

terms of forest products.

Eligible activities for Measure 123 in Slovakian
RDP are construction, reconstruction and
modernization of production buildings and
halls; procurement, reconstruction and
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modernization of machines and technology for
primary processing of wood as a raw material.
Support will be provided for:

» Activities prior to industrial processing of
wood (additional primary wood production)
and

* Processing of non-wood forestry products
(e.g. equipment for drying woodland herbs,
facilities for treating forest fruit after
harvesting) and

* Processing and exploitation of renewable
sources of energy, machinery and facilities for
production of biomass.

These examples demonstrate that Measure
123 is also in all countries utilised in different
ways. In some cases, support is focused on
marketing opportunities, in other cases on
improvement of technical equipment.

4.3.3. Measure 226: Restoring forestry
potential and introducing prevention actions

Support under this measure is granted for
restoring forestry potential in forests damaged
by natural disasters and fire and for
introducing appropriate prevention actions
against fires only for medium and high fire risk
forests. Many types of actions can be
supported.

In Austria there is a focus on the restoration of
mountainous protective forests which has
been a focal area of national forest policy for
many years. Measures include silvicultural and
technical measures such as forest road
construction (important aim) and preventive
measures against natural hazards.

In Bulgaria, activities are mainly focusing on
forest protection, e.g. against calamities
by insects and for forest fire protection. The
main prevention actions are purchasing of
equipment for anti-fire depots, establishing
and improving of water points as well
establishing of fire breaks and the
transformation of conifer stands into mixed
stands.

In the Czech Republic, the support within
measure 226 will allow reducing the extent of
damage caused by natural disasters and fire.

The support is further provided for the
reconstruction of damaged forest stands,
forest regeneration following salvage felling,
preventive flood control measures on small
watercourses and in their catchments areas,
for erosion control measures and for the
removal of damage caused by floods on small
watercourses, in their catchments areas and
on forest roads, remediation of gullies, erosion
furrows, gully controls and stabilization of
ravines on land designed to fulfil forest
functions.

In the Slovakian RDP all activities complying
with objectives of this measure, and all
relevant EU regulations will be eligible:

* To implement projects dealing with
remedy measures in forests damaged with
biotic, abiotic and anthropogenic harmful
factors

» Renewal of forest covers, protection,
treatment and planting new forests in those
damaged by biotic, abiotic and anthropogenic
harmful factors

» Construction and reconstruction of forest
roads within fire fighting and remedy
measures; construction, reconstruction,
repairs and maintenance of fire fighting
reservoirs

+ Building fire fighting zones and firebreaks,
their maintenance and cleaning
The state forest could be also supported.

4.3.4. Measure 227: Support for Non-
Productive Investments

According to the Council regulation
1698/2005, support is needed for non-
remunerative investments:

* Which are necessary to achieve forest-
environment commitments or

« Other environmental objectives or

» To enhance the public amenity value of
the forest areas concerned.

The key activities with respect to Measure 227
in Czech Republic are activities to strengthen
recreation functions of forest. The country also
emphasized actions towards regulation of the
number of forest visitors and on providing
for their safety. Namely the construction,
reconstruction and modernisation of roads
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serving as footpaths up to width of two meters,
cycle tracks for tourists, and objects to ensure
the safety of the visitors (e.g. footbridges,
railing, parking places, relaxing places,
shelters, forest fountains, information boards
etc.).

In Germany, all regions provide this measure
with similar actions. The main focus is to
support silvicultural activities like thinning and
transformation of coniferous stands into mixed
or deciduous stands. Furthermore, some
counties support actions for some nature
conservation actions with high costs (e.g.
nature reserves). In North Rhine-Westphalia
the key activities include silvicultural activities,
e.g. in the form of thinning and lightening.
As mentioned above, these activities are

mostly supported in other countries with
measures 122 or 123. In addition, North
Rhine-Westphalia support is given for

transformation of monocultures into mix stands
and investment reforestation after natural
disasters.

In ltaly, Measure 227 is supported by
investments for the improvement of touristic
attractiveness of forest areas, such as
information points, tracks and foot paths and
botanic gardens.

The Measure 227 is very interesting because
many different activities are understood under
non-productive investments in forests. The
most important is support for increase of
tourism in forest areas (investments for cycle
ways and other touristic equipments), but
there are also activities which are “on the
borders” between Axes | and Il (thinning
and lightening) or are more suitable for
Measure 226.

5. Conclusions

The rural areas in Europe are characterised by
significant diversity of their socio-economic
situations and natural and cultural potentials.
The countries differ greatly in terms of land
use, however, no obvious relationships
between the simple distribution of major land
use categories and the implementation of rural
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development policy in the countries was found.
It seems that differences in policies must
rather be explained by social or political
factors or complex relationships.

Our analysis shows how countries can differ in
the priorities and objectives of their national or
regional RDPs. Many countries or regions
have clear priorities in their strategies
designated by the size of the tentative budget
for particular measure. For instance, Slovakia
has clear priorities in its strategy to restore
forestry potential, whereas NRW has
prioritized forest-environmental activities in its
rural policies.

The priorities, however, are not only
expressed by budgets for different measures
but also by different interpretations of the
measures’ goals. The same forestry actions
are often supported by different measures.
For measure 122, which is actually focusing
on improvement of the economic value of
forests, different approaches were identified.
In some countries the purchase of harvesting
equipment and silvicultural activities are
supported by this measure. In Germany,
in contrast, the same silvicultural activities
are supported under measure 227 (non
productive investments). This shows a
significant difference in the objectives for
rural development in the countries, because
measure 122 aims to improve the
competitiveness of the forestry sector
whereas measure 227 concentrates on the
improvement of the landscape. In the German
case, it seems that forests are not seen from a
business perspective but rather as a natural
resource with environmental aims. Czech
Republic supports under measure 227 mainly
activities for tourism, so the support is entire
different in comparison to other countries.

That means that the national implementing
institutions (mainly the ministries of agriculture
or similar) have a stronger impact than the
European institutions. This could be on one
side seen as desirable when assuming that
the national policy makers know best the
national situation: they may act on the national
situations in a better targeted way than an EU
administration. On the other side, the national
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policy representation can more easily be
subjected to rent-seeking from powerful
national interest groups. One example is the
support for state forests: in some countries
(e.g., in Germany) State forests are strictly
excluded from EU support, in some they may
be subsidized within Axis | (Czech Republic)
and in some even within Axis Il (e.g., in
Slovakia state foresters can be supported as
target group in training and advisory within
Measures 111 and 114).

Concerning innovations there are similar
results. The EU rural development policy
recommends the support of innovation in
forestry, but the true-life situation depends
also on national political representation.
Improvement of competitiveness seems to be
high ranking in some member states (mostly
new EU members), since it is strongly
emphasized in their policies. Bulgaria, Czech
Republic and Slovakia, for instance, stress in
their political documents the importance of
competitiveness and innovation in the
context of strengthening their position in
the EU economy. Innovation aspects (new
technologies, knowledge, processes, and
products) are included in RDP. It also appears
that lack of information about actions that
would support innovation and innovation
transfer still exists among the applicants.

The framework is given: there are some small
opportunities for supporting innovation within
Axis Il and large opportunities within Axis |.
Especially Measures 122 and 123 are of high
importance from this point of view. Measure
122, which is targeted on purchasing of
various machines for forestry and relative
branches, is realized in all countries and, for
forest entrepreneurship, could be a significant
motivational factor for the implementation of
innovations. But in some countries (e.g. Czech
Republic and Slovakia) this is limited by the
“de minimis” rule, which means that a
maximum amount is set for each applicant per
measure and period, thus limiting the possible
investments. For another innovation field, the
diversification of forest products and services,
Measure 123 seems most significant, but it is

apparently utilised to different extents in the
analysed countries/regions.

In Axis Il the traditional forest measures like
Restoring forestry potential and introducing
prevention actions and afforestation of
agricultural land are included. In such
measures there are not many possibilities for
innovation activities. The Measures 224 and
part of 225 are new to the agricultural sector
as such, but they are important mainly for
improving of environment and countryside
(from social point of view), not for private
forest owners themselves. They help to
finance positive externalities — like protection
of forest Natura 2000 areas, but for the
owners this is not a business opportunity as
such — only vicariously for rural development,
when landscape protection will bring new
tourists.

Some additional opportunities for innovation
are offered especially within Measure 227
(Non-productive investments) although they
are not explicitly oriented at diversification.
Building of new cycle-ways and other
tourism infrastructure elements could be very
important for rural development. Increasing of
tourism attractiveness brings new innovation
opportunities for rural entrepreneurs. Measure
227 is realized but only in three surveyed
countries/regions.

Reasons for  different strategies  of
implementing EU common rural development
policy may lie in country profiles, strengths,
weaknesses, opportunities or threats
of the regions, political priorities, interests
from powerful stakeholder groups, or
in  administrative  traditions in RDP
implementation. The primary reasons for these
different approaches is planned to be identified
by further analysis.

Regarding the vertical level of the coordination
of rural development policy, the examples
presented in the paper confirm that there is
much leeway for member states in the use of
the RD funds. The European Council in its
regulations on rural development defines only
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the political and economical framework for
assertion of the rural development policy of the
member states. In the analysed examples, the
framework is the same, but the RDP measures
are often utilized in different ways or are
utilized in some countries more broadly than in
others. The national/regional institutions — the
main actors during the preparation and
implementation phase of the RDPs — have
strong impact on national or regional level
priorities and objectives of the rural
development policy.

On the horizontal level, rural development
policy seems strongly coordinated with other
EU policy areas. It reflects, for instance, the
EU Lisbon Strategy for growth and jobs as well
as the EU Sustainable Development Strategy.
It thus supports competitiveness, innovation
and diversification of the sector as well as the
consideration of environmental protection and
quality of life in rural areas. The explicit
relationship with other policies is express in
RDP. For instance, RDP should be in harmony
with forest policy (represented by NFPs),
sustainable development (National Strategies
for Sustainable Development) and regional
development (no overlapping between RDP
and Regional Operational Programme).
Rural development policy recommends the
support of competitiveness, innovation and
development hand in hand with environmental,
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animal welfare, social and cultural goals. One
particular example for horizontal coordination
(of rural and regional policies) can be seen of
the use of the Leader approach in RDP. We
have, however, also seen how strong national
or regional sectoral interests may influence the
policy implementation process and we
therefore assume that powerful groups within
the sector limit the coordination attempts
between policies.

On the temporal level it can be observed that
the new EU regulation on rural development
makes the processes easier than before. The
simplifications of rural development policy (one
regulation, single funding system, choosing of
measures) arise from previous programming
period experience. The requested activities
from previous implementation phase are fit to
the measures proposed in the current phase.
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Chapter VI

Policy Diffusion in the Forest-based Sector in Europe
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1. Forest-based sector technology
platform — an instrument to support
policy diffusion

In 2004 several European technology
platforms were initiated by the European
Commission to mobilize Europe’s research,
technological development and innovation
efforts. The idea was to bring together
industry, public  authorities, = academic
and financial communities, consumers and
users to define strategic research agendas
for the medium to long-term development
of the sectors concerned. The establishment
of the platforms was from the beginning
industry driven, aiming to establish effective
public-private partnerships for implementation
of the strategic research agendas for higher
innovativeness and competitiveness of the
European economy.

In 2004, the European Confederation of
Woodworking Industries  (CEI-Bois), the
Confederation of European Forest Owners
(CEPF) and the Confederation of European
Paper Industries (CEPI) led a process
to establish a technology platform also
for the forest-based sector. This platform
aimed to define and implement the forest-
based sector's research and development
roadmap for the future that would be
supported by a wide range of stakeholders.
The forest-based sector was defined to include
all stakeholders with major interests in
forestry, forest-based materials and products.®

¢ See http://www.forestplatform.org.

Saana Tykka
Birger Vennesland
Thomas Vogelpohl

The forest-based sector technology platform
as prepared in three phases: first a common
vision to the future was build; second a
strategic research agenda (SRA) to meet the
vision was developed; and third the SRA is
implemented through various means. The first
phase was completed in February 2005
when the so called Vision 2030 was published.
It emphasized the role that forest-based
sector can play in a sustainable society
in the future. The Vision 2030 states
that the forest-based sector “comprises
a competitive, knowledge-based industry
that fosters the extended use of renewable
forest resources” and that the forest-based
sector “strives to ensure its societal
contribution in the context of a bio-based,
customer-driven and globally competitive
European economy” (Forest-based sector
technology platform, 2006).

The SRA that followed the Vision 2030 was
published in February 2006. The SRA
emphasizes issues such as sustainability,
development and manufacturing of innovative
products, forest and biomass resource
availability, —multiple uses of forests,
biodiversity, production of bio-energy and
energy efficiency. The SRA has five strategic
objectives most important for this paper (the
other four strategic objectives refer to capacity
building and innovation systems and are left
out from the paper), to:

1. Develop innovative products for changing
markets and customer needs

2. Develop intelligent and efficient
manufacturing processes, including
reduced energy consumption
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3. Enhance availability of forest biomass for
products and energy

4. Meet the multifunctional demands on
forest resources and their sustainable
management

5. Study the forest-based sector in a social
perspective

The forest-based sector technology platform’s
third phase, the implementation, started
in 2006. An important element in the
implementation was to build-up national
research agendas (NRA) for forest-based
sector development in different countries.
They provide a strategy and a platform for
national R&D funding to serve the same goal
as the SRA: to increase the innovativeness
and competitiveness of forest-based sector.
By October 2008, 15 countries had published
their NRA’. It appears that through forest-
based technology platform EU has been able
to improve policy diffusion among member
states and to synchronize its own and national
forest and forest industry policies for higher
forest-based sector innovativeness in Europe.

2. Theoretical background and the
main focus of the study

The methodical framework of the study is
based on the theories about increasing
similarity of national policies and the
international spread of policy innovations from
one political setting to another. These
research subjects can analytically be grasped
by the concepts of policy transfer, policy
diffusion, and policy convergence. Whereas
all of these concepts consider the
aforementioned research subjects, they differ
regarding their analytical level and focus
(Knill, 2005; Holzinger et al. 2007):

» Policy transfer can be defined as
“processes by which knowledge about
policies, administrative arrangements,
institutions and ideas in one political system
(past or present) is used in the development
of policies, administrative arrangements,

" See http://www forestplatform.org.
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institutions and ideas in another political
system” (Dolowitz and Marsh, 2000, p. 5). It
thus predominantly addresses policy
processes rather than results and intensely
scrutinizes concrete policy transfers with its
causes, factors and individual characteristics
and is therefore mostly located on a micro- or
meso-level (Tews, 2002).

« Diffusion in general describes a “process
by which an innovation is communicated
through certain channels over time among
the members of a social system” (Rogers,
1995, p. 5). On the policy level, this means
that “diffusion research is motivated by the
observation that nation-states, or some other
jurisdictional unit, choose similar institutions
within a fairly circumscribed period of time.
Such behaviour results in temporal and spatial
clusters of policy reform” (Elkins and
Simmons, 2005, p. 34). Unlike policy transfer
studies, policy diffusion studies therefore focus
on the macro-level to scrutinize these temporal
and spatial clusters of policy reform (Stone,
2001).

» Policy convergence, in contrast to the
upper concepts, places emphasis not on the
process of becoming more alike, but rather on
the condition of being more alike. It is thus to
be regarded a possible result of policy transfer
or policy diffusion processes. This is, however,
not necessarily the case, as policy
convergence can as well be the result of other
structural factors, e.g. similar conditions in
various countries that produce similar
problems which lead to similar policies without
any direct link between the countries, while
policy transfer and policy diffusion describe
developments that are based on the
intentional adoption of policies and
communication between all parties concerned
(Bennett, 1991; 1997).

For the present study, it seems appropriate to
explore the development of forest and forest
industry policies in the involved countries from
a policy diffusion perspective, as it intends to
examine the spreading process of policy
innovations on a broader level, analyzing the
national policy developments in six countries.
So one research questions is, whether these
countries recently did choose similar forest
and forest industry policies and if a temporal



Policy Diffusion in the Forest-based Sector in Europe

and spatial cluster of forest and forest industry
policy innovations is consequently observable
in Europe.

Subsequently, if such a development has been
discovered, a second research question has to
be why such a diffusion process has taken
place in the sector of forest and forest industry
policy in Europe. According to Holzinger et al.
(2007) four causal mechanisms of policy
diffusion can be differentiated:®

« Diffusion by imposition describes the
forced policy adoption by a country (e.g. after
a war)

« Diffusion by international harmonization
describes the compliance of involved countries
with uniform legal obligations defined in
international or supranational law.

« Diffusion by regulatory competition
describes the mutual policy adjustment of
countries facing competitive pressure, which
implies economic integration among the
countries.

« Diffusion by transnational communication
is an umbrella term for a number of various
related causal mechanisms that are, unlike the
aforementioned causal mechanisms,
exclusively based on communication among
countries:

» Lesson-drawing refers to the rational
utilization of made experience in other
countries in order to deal with domestic
problems.

» Transnational problem-solving
describes the joint development of
common solutions to similar domestic
problems and their subsequent adoption
by nation states driven by élite networks
or “epistemic communities” (Haas, 1992).

» Emulation of policies is driven by the
mere desire for conformity with other
countries, that does not require a similar
problem perception, instead of by oneself
searching for solutions to given problems.

8 Holzinger et al. refer these causal mechanisms to
policy convergence. However, as they also mention
(see Holzinger et al. 2007, p. 29), the four causal
mechanisms mentioned here also hold true for policy
diffusion processes as policy convergence and policy
diffusion (as well as policy transfer) are not mutually
exclusive concepts and rely largely on the same
causal mechanisms.

* International policy promotion
generates legitimacy pressure that can
lead to the adoption of certain policies
which does not (merely) on a desire for
conformity of the adopting state.

Not all of the causal mechanisms depicted
here come into question in the context of
this study. The mechanism of imposition is
clearly irrelevant in this regard. The same
holds true for the mechanism of international
harmonization because even though the EU or
other international institutions are engaged in
forest or forest industry policy, however, there
is no binding international or supranational law
that would obligate the countries concerned
in this study to adopt similar policies
in this sector. As a consequence, we focus
on regulatory competition and transnational
communication as causal mechanisms for
policy diffusion in this study.

3. Material and methods

The analysis of policy diffusion was based on
the comparison the European level forest-
based sector Vision 2030 and the related
SRA with the content of national forestry and
forest industry policies. The analysis of
national forest and forest industry policies was
based on the comparison of trends, threats,
opportunities and measures of action in
six European countries: Finland, Sweden,
Norway, Austria, Poland and Romania (Annex
4). These countries participated in European
Science Foundation supported COST Action
E51, which provided a platform for joint
meetings and discussions for the study.

In order to secure construct validity in
the document analysis, a set of standard
questions was used for all countries including
key words to be followed in the document
analyses: future, vision, strategy, objective.
Furthermore, to obtain a similar view of
the document and subsequent analysis,
discussions prior to the analysis of what to
search for were made. At the end, a second
round of analysis where a summary of all
individual analyses was included, was sent to
the authors to obtain consistency.
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The content of the forest-based sector

technology platform Vision 2030 and the

related strategic objectives were found at:

- http://www.forestplatform.org/easydata/
customers/ftp/files/pdf/SRA_FTP_Final.pdf

- http://www.forestplatform.org/easydata/
customers/ftp/files/pdf/FTP_Vision_
Document_2030.pdf

The national forest and forest industry policies

were available in various official publications,

programs and documents. The used national
forest and forest industry policy materials
include:

- Finland: National Forest Programme
(2015), Research Strategy of the Finnish
Forest Sector Cluster (2006), Suomen
puutuoteteollisuus 2020 — Skenaario- ja
strategiatyon loppuraportti (2006), (Finnish
wood cluster 2020 — Final report of the
scenario strategy (2006)), The wood
product cluster’s research strategy (2008),
Valtioneuvoston kanslia (2008) (Prime
minister’s office (2008));

- Sweden: The Forestry Act, Evaluation and
status of Swedish forest policy (2003/04),
Governmental committee (2004-2006) of
the Swedish Forest Law (2006), The
Forest Industry — A Part of Innovative
Sweden (2005), The Swedish National
Research Agenda;

- Norway: White Paper (1998-99), Forest
Resources in Norway (2006), National
Research Agenda (2007);

- Austria: Osterreichisches Waldprogramm
(The Austrian Forest Programme),
Nationale Forschungsagenda fiir den
waldbasierten Sektor in Osterreich;

- Poland: Polityka Lesna Panstwa (National
Forest Policy, 1997), Polityka Ekologiczna
Panstwa 2006 (National Policy of Ecology,
2006) and Polityka Lesna Panstwa i
Narodowy Program Lesny (National
Forest Policy and National Forest
Programme, 2005);

- Romania: National Forest Strategy (2001),
National Forest Programme (2005),
Romanian Government (2004; 20053;
2005b; 2005c; and 2008).
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4. National forest and forest
industry policies in the context of
Forest-Based Sector Technology
Platform Strategic Research
Agenda

4.1. Finland
Forest policy

The content of the Finnish National Forest
Program (FNFP) 2015 (Finnish Ministry of
Agriculture and Forestry, 2008) reflects well
the strategic objectives of the forest-based
sector technology platform of the EU.
However, there are more issues in the FNFP
2015 than in the forest-based sector
technology platform SRA, which basically
emphasizes only the availability of forest
biomass, multifunctionality of forests and the
social perspective of the forest-based sector
(SRA objectives 3-5). The FNFP 2015
includes for example the following issues that
are less emphasized or not visible in the SRA:
availability of work force in forestry; need for a
better maintenance of roads, railroads and
water courses; entrepreneurship in forestry;
cultural values of forests; education and the
co-operation between national and
international forest and development policies.

Forest industry policy

The two main emphases of forest and forest
industry policies, i.e. firstly the increased wood
harvestings from private forests and secondly
the R&D investments for higher efficiency of
current production and for new products for
new forest-based businesses, are well in line
with the objectives 1, 2 and 3 of the European
SRA. The objective 4 on meeting the
multifunctional demands on forest resources
and their sustainable management is well
focused in the FNFP 2015 but it is less visible
in the forest industry policy documents. The
objective 5 on studying the forest-based sector
in a social perspective is weakly emphasized
in the forest industry policy documents.
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In Finland, the national forest industry policies
match well with the objectives of the forest-
based sector technology platform Vision 2030
and the related strategic objectives. Especially
the forest industry-based national research
agenda (NRA) (Finnish Forest Industries
Federation, 2006) that emphasizes the
opportunities of sustainable development
for the forest-based sector, the efficiency
improvements of current production and the
development of new products for new forest-
based businesses is very similar to the forest-
based sector technology platform strategic
research agenda (SRA). This may be due to
the preparation of the SRA at the same time
when the NRA was discussed in Finland. Also
the high participation of Finnish organizations
in the preparation of the SRA may have
improved the integration of the Finnish NRA
close to the SRA of the EU.

4.2. Sweden
Forest policy

Swedish governmental forest policy is
based on a consensus for the sustainable
management of the Swedish forest resources.
The policy emphasizes the multifunctional
demands and uses of the forests under a
sustainable manner, as well as supports the
need for increased production meeting the
demands for wood-based products and
increasingly energy. With this respect, the
forest policy is in line with the 3rd and 4th
objective of the SRA. There are though more
detailed and country-specific targets and
measures in the forest policy compared with
the European-wide SRA. Related to the 5th
objective of the SRA, the forest policy
emphasizes that forests should be open
for other values and goods like hunting,
recreation and tourism. The forest policy also
acknowledges that the Swedish society is
affected in many ways by the forests per se
and that the forest sector benefits the national
economy in terms of employment, rural
communities, complementary sectors etc.

Forest industry policy

The Swedish forest industry policy as defined
by the forest-based industries in the Swedish
NRA and Sector-based Research Program, is
much in line with the five objectives of the
SRA. The Swedish NRA (Swedish Forest
Industries Federation, 2006) and the Sector-
based Research Program document (Ministry
of Enterprise, Energy and Communications,
2005) post similar challenges and threats as
outlined in the SRA, and suggest similar
measures as the SRA. The difference in
measures are found in that the background
document to the Sector-based Research
Program has a higher focus on cooperation
and collaboration between actors in the
innovation system (industry — society -
academia) compared with the SRA.
Furthermore, there is a slightly higher focus
on the primary industry than the wood
manufacturing industry as is the case for SRA.

The Swedish NRA focuses on the mechanical
wood, pulp and paper industry as well as the
society as a whole, which comes from the
importance of these areas for Sweden. But
the similarity is the direction of emphasizes
towards innovative products, processes and
services utilizing the inherent knowledge level
in Sweden. Overall, the high participation
of Swedish organization and company
representatives in the preparation of SRA
could have had an effect on the direction of
the SRA but more so on the NRA.

4.3. Norway
Forest policy

The White Paper for forest policy (Norwegian
Ministry for Agriculture and Food, 1999) was
prepared nearly one decade ago. However,
several issues put forward in the Vision 2030
of the European SRA can be found in
the forest policy document from 1999. This
is visible especially in the White Paper
related five-year research program aiming
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at developing new products from forest
resources, which objective fits directly to the
1st objective of the SRA. In the White Paper
there were some thoughts of energy intensive
industries but no further strategies were put
forward. Related to 2nd objective of the SRA,
there were no concrete actions defined in the
White Paper. No special actions were
introduced neither to meet future demand of
timber (3rd objective of the SRA). This may be
linked to the fact that former forest policy
documents had heavily focused on this issue,
and at 1999 the timber supply in Norway was
not a major issue in forestry. On the other
hand, the forest policy document from 1999
was the first to deal with environmental issues
(4th objective of the SRA). Multifunctional
demands and their sustainable management
were also highly focused in this document.
The social perspective (5th objective of the
SRA) was very much linked to regional issues
though bottom-up strategies. Local value
added linked to nature based tourism utilizing
forest resources was also emphasized.

Forest industry policy

The annual growth of timber was measured to
be higher than the annual harvesting and
in 2005 the government in Norway collectively
stated that the forest sector should be
strengthened with the help of this under-
utilised resource. A consequent report was
conducted in 2006 by the government-
affiliated Norwegian Forest and Landscape
Institute (Norwegian Forest and Landscape
Institute 2006), which focuses on how to
increase wood harvesting in Norway. The
vision from the politicians was to increase
annual cutting from 8 mill m3 to 14 mill m3
already in the short run. Several measures
were introduced to meet this goal. On the
supply side these included tax realizes for
the forest owners. On the demand side
actions to support innovations, research and
development were introduced.

A new stage in the forest industry policy
developed at the end of 2007, when a National
Research Agenda was introduced through an
industry-led process in Norway (Norwegian
National Support Group of the Forest-based
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Sector Technology Platform 2007). With the
following 10 research areas put forward, this
NRA can be seen as perfectly designed to fit
with the SRA objectives 1-5:°

Tailor-made wood supply

Commercializing soft forest values

Building with wood

Living with wood

New technology for primary processing of

wood

6. New technology for production of wood
products

7. Fibre-based packaging with tailor-made
functionality

8. New cost-effective and innovative printing
paper grades

9. New biobased materials and chemicals
based on biomass from the forest

10.Bioenergy from forest-based biomass

ok wN -~

4.4. Poland

The Polish National Research Agenda is
currently under preparation. Therefore the FTP
Vision 2030 and SRA were compared only
with the already existing documents (NFP and
NPE) and with the analysis of Polish forest
based-sector in global market (Mederski et al.
2008).

Forest policy

The public National Forest Policy and National
Forest Programme can be seen currently as
documents suggesting directions for the
future development of the forest sector. The
forest-based sector (understood as industry
processing of wood, e.g. furniture and paper
industry) is not, however, very well described
in the above mentioned policy documents. As
the forest-based sector is private, it possibly
has an own strategy, which is not revealed so
openly as the public policy documents.

As regards Vision 2030, this is only partially
reflected in the forest policy of Poland. The

® Source: http://www.treforsk.no/uploads/NRAE
ngelsk(1).pdf and http://www.treforsk.no/uploa
ds/NRAEnNgelsklang.pdf.
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key role of the forest sector in the society as
presented in the forest policies is to achieve
higher availability of forests for everyday
use (health and recreation) and education.
These benefits will increase along with
the forest cover enlargement, as do the
carbon accumulation and sequestration.
Environmental and social reasons can be
seen as reasoning for afforestation, wood
production growth and changes in species
composition.

To keep Polish forestry competitive is a major
aim in current and future forest policies. At the
moment forestry is economically effective and
not subsidized, which is very important as
80% of the forests are state owned and any
ineffective or subsidised means would become
expensive to the country. The strategic
planning in Polish forestry is quite similar to
parts of the SRA: the Forest Based Value
Chain “Forestry” and Strategic Objective 3.
Enhancing availability and the use of forest
biomass.

Forest industry policy

Forest industry policy aims — as the Vision

2030 - to support the competitiveness
of forest-based industries. As 2008, the
competitiveness of furniture and paper

industry was already rather good. However,
the paper industry in particular should still
improve productivity to lower the paper trade
deficit or even better — to achieve a paper
trade surplus. One particular threat is that
Polish industry uses coal as the main energy
source, which makes all industry less
competitive in terms of environmental issues
than in many other countries. However,
environmental protection is already a very
important issue in the strategy of forestry and
forest-based sector.

The Polish wood products industry is perhaps
closest to the aims of the SRA to be
competitive and knowledge-based production
sector. In other forest-based value chains
Poland has limited capacities in active
participation to EU co-operation, as their
technologies are usually “borrowed” from
different countries in the form of international

investments. It seems like this will appear
as a key point in the coming Polish NRA
— to achieve active participation for the
development of own technologies.

4.5. Austria
Forest policy

The connections between the Austrian NFP
(Austrian Federal Ministry of Agriculture,
Forestry, Environment and Water
Management, 2007) and the FTP Vision 2030
were rather weak. This is mostly due to the
reason that the creation of the Austrian NFP
was started in 2003 and finalized only in 2005.
Instead of Vision 2030 documents, the NFP
has more in common with the European
Forest Strategy 1999.

The Austrian forest sector has been known for
its corporatist policy networks and ‘clientelistic’
behaviour. The new NFP aims at making a
clear distinction to the earlier tradition and
focuses on creating transparent policies and
incorporating different stakeholders with the
policy process. The narrow concentration on
the forest owner is widened to take into
consideration also the forest industries,
environmental areas and educational needs.
The highlights of the Austrian NFP are placed
especially on the wood supply, game
management and the environmental issues
(hazards, avalanches) as well as on societal
needs.

Forest industry policy

The industry-based Austrian NRA (National
Support Group Austria of the Forest-Based
Sector Technology Platform, 2008) was
completed at the end of May 2008. Before
that, Austria had no official forest-based
industry policy guidelines although some of the
points were covered in the NFP.

Built in line with Vision 2030 and forest-based
sector technology platform, the content of the
NRA meets many of the objectives set in the
SRA. Some special country attributes can still
be found. Pulp and paper markets are
especially regarded keeping the environmental
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reasons in mind. Many of the objectives
concentrate on the sustainable development
and cost efficiency issues, and there is a
strong emphasis on bio-energy and wood
products. A strong focus is placed on
composites, energy issues and recyclable
products. Another speciality presented in the
document, is the need to enhance and
improve cooperation and communications.

Differences also exist in ways how objectives
are allocated. Some of the separate SRA
points are bundled together in the Austrian
NRA. Even when the supply chain isn't
mentioned in the specialities’ fields of the
NRA, it has a high importance through the
whole NRA document. The NRA specialty field
is highly concentrated both on product and
process innovation (such as in composites and
bio-energy products). Many of the topics
elaborate issues such as recycling,
composites and raw material optimisation.

The NFP focuses on the questions of the
wood supply and communication. Therefore, it
appears that these two documents create a
complementary guideline for both the forestry
and forest-based sectors.

4.6. Romania
Forest policy

The governmental National Forest Programme
(Romanian Ministry of Agriculture and Rural
Development, 2005a) and the National Forest
Strategy (Romanian Ministry of Agriculture and
Rural Development, 2005b) were elaborated
with no connection to the Vision 2030 or SRA
simply because the national documents were
prepared one year before the FTP documents.
Compared with the EU Vision 2030, the
Romanian public policy documents were built
in a rather static perspective about the future
since they focus on the preservation of the
forests and the increase of the forest area, and
not on the challenges of the 21st century. The
implicit assumption behind the national
policies was that the society needs forests for
their ecological functions, mostly. However,
the forest policy documents are partly on line
with the objective 1 and 4 of the SRA,
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regarding the evaluation of forest products and
services other than timber, and regarding the
advancing knowledge on forest ecosystem.

Forest industry policy

Because there is no specific industry-based

policy document regarding the forest industry

policy, one may compare only the policy on
the furniture industry, expressed in the

Romanian Industrial Policy and in the National

Strategy for Export. Similarities between

the SRA and the more general industry

policy documents appear regarding the

objective 2 and 3:

- The need of securing the availability of
wood supply;

- The new manufacturing technologies for
furniture products;

- Harmonisation of timber flow to provide
the needed quality of timber (tailor-made
supply). The National Strategy for Export
promotes the idea of agreements between
the main stakeholders of the forest sector
for the best utilisation of timber resources.

For the other sectors of timber industry, the
provision of policy documents studied is
mostly on line with the EU policies, e.g. Lisbon
strategy. The documents focus on increasing
competitiveness, development of the human
resource, decreasing the bureaucratic burden
on private businesses, developing more
value-added products and using more of
green technologies. Following the Romanian
integration in the EU, the documents on
industrial policy practically transposed the EU
terms and vision on industrial development,
research, innovation and entrepreneurship into
national context.

5. Discussion and conclusions

According to the analyses of forest and forest
industry policy documents in Finland, Sweden,
Norway and Austria (see Annex 4), it is
evident that one of the major concerns in
forest industries in these countries is the

declining international competitiveness.
Outsourcing, investments overseas and
production reductions in traditional forest
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industries (like pulp and paper) are expected
to continue in the future. This development
has already led into R&D investments on new
wood-based products and businesses, but
also on efforts to increase efficiency in the
industrial processes and the use of energy,
material and labour. Particularly in Finland
and Sweden, public-private partnerships are
encouraged to coordinate the R&D efforts and
increase the supply of capital for investments
to new business innovations. In Poland the
aim is to increase forest industry production
with the help of technology imports and
investments on modern production facilities. In
Romania, separate forest industry policies do
not exist and the forest industry development
emphasize is more in technology imports than
in innovations.

Second visible element in the forest and forest
industry policy documents (and more visible in
Finland, Sweden, Norway and Austria than in
Poland or Romania) is a trust on the positive
role of sustainable development, which is
believed to strengthen the competitiveness of
forest-based industries in the long run as the
demands for renewable materials increases.
This is one of the major reasons behind the
view in the policy documents that wood
mobility will be a major challenge for forest-
based sector development in the future. To
satisfy the increasing demand for wood,
especially the non-industrial private forest
owners, who have less interest on forestry
or forestry income than earlier, should
be activated for forest management, e.g.
silviculture and timber sales. Despite common
aims, it is logical that there are different routes
taken by the countries to achieve increased
production, from direct measures like tax
reductions to indirect measures of information
and consultation. The route taken is much
dependent on the tradition in the countries with
Sweden opting for consensus decisions and
Austria historically for top-down decision-
making.

Forest and forest industry policies in Poland
emphasize afforestation as a mean to increase
wood supply in the long run when more wood
is needed for example for the environmental
and social purposes but also for growing pulp

and paper production. In Finland, a major
threat is that Russia is likely to raise the export
duties of timber, which will cause a major
deficit of fibre for forest industries. To
compensate the declining timber imports from
Russia, measures like temporary tax reduction
for timber sales income have already been
decided by the government.

A third common element in the forest
policy documents is a strong emphasize
on environmental issues. Biodiversity
conservation, water protection and retention,
and mitigation and adaptation to climate
change are clearly included in the forest policy
documents of all study countries.

Fourth similarity in the forest policy documents
is that they emphasize the varying social
demands on forests and forest uses. Forests
appear a source for multiple products and
services including wood, energy, recreation,
amenity, conservation, etc. The environmental
and climate arguments have increased during
the past decade and increasingly been seen
as a source of competitive advantage for
forest industry. Therefore, the link between
forest policy and forest industry policy is
evident — long-term sustainable management
of the forest resource supports a strong forest
industry. From this and as forests can satisfy
multiple environmental and social demands,
co-operation, public dialogue and participation
are seen important in deciding on how the
forests are used. In Sweden, for example, the
national forest policy formulation that is based
on wide participation of different stakeholders
has led into a consensus driven process
where the role of forest owners in decision
making has grown strong. The public dialogue
and participation in forest policy formulation is
clearly different in forest industry policies,
where it appears that participation in policy
formulation process and decision making is of
less an issue.

Fifth common element in forest and forest
industry policies is that forests provide
opportunities for several and new to current
forest industry businesses. The evolving
business opportunities include bio-energy,
tourism, carbon sequestration, water and
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amenity services, and like in the case of
Sweden and Poland, also hunting. Many of
these new business opportunities do not yet
exist or they are small in size compared to
timber-based businesses. Forest policy aims
at long-term sustainable development with
multiple uses of forests, and exemplifies
different areas of usage more than proposes
business opportunities. Forest industry policy
has a clearer business perspective but is
dependent on a sustainable forest resource,
including its volume. Bio-energy is an example
which is seen as a promising new business
area both in forest and forest industry policies.
The new and even not yet existing business
opportunities are more emphasized in the
forest and forest industry policies of Finland,
Sweden, Norway and Austria than those of
Poland or Romania.

Interestingly, the available forest and forest
industry policy documents from Poland and
Romania suggests that in these countries
much attention is paid on the development of
traditional forest industries, increasing forest
area through afforestation and organization of
private forestry. For comparison, renewing
current forest industry production is more
emphasized in Finland, Sweden, Norway and
Austria. Similarities between the forest policies
between all of the study countries include
attention on wood mobilization, environmental
issues and recognition of social demands on
forests. The role and view of the forest
resource has developed from being a supplier
of raw material to the traditional forest industry
to that of supplying multiple values, e.qg.
mitigate climate change, preserve wildlife
habitats, improve water, enrich people with
wilderness, renewable energy etc.

When the content of forest and forest
industry policies in the six study countries
were compared with the European level
forest-based sector Vision 2030 and the
related strategic research agenda (SRA)
the conclusion was evident: The five
key objectives of the SRA, including
the development of innovative products,
increasing the efficiency of industrial
processes, securing the availability of raw
material for industries, satisfying multiple
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demands on forests and fulfilling the many
social needs on forests, are all well
represented in the national forest or forest
industry policies in Finland, Sweden, Norway
and Austria and to some extent also in Poland
and Romania.

Especially the contents of NRAs, if such
agendas existed, and the SRA, were very
similar. In Poland for example, where the NRA
was still under development, the closest link
between national forest and forest industry
policies was in Strategic Objective 3, securing
the availability of raw material. In Romania,
forest industry policy did not exist, but the
common industrial policy followed European
visions on industrial development, innovation
and entrepreneurship.

In the case on national forest policies and the
SRA, the possible differences in the content
and emphasize may be due to the time when
the national policies were formulated. In the
case of Austria, for example, the national
forest policy had been written before the
SRA was agreed, and thus their matching
was less visible. The national forest policies
differed from the SRA objectives also due
to differences in national conditions both
geographic and climate, the traditions
in  decision-making and public-private
relationships and the importance of forestry
and forest industries in the national economy.

From a theoretical point of view, it is
reasonable to conclude that policy diffusion,
as defined in chapter 2, between different
countries in the EU has happened. In the
words of Elkins and Simmons, the adoption
of fairly similar NRAs over a relatively short
period in some European countries, that has
been analyzed in this study, can be coined a
“temporal and spatial clusters of policy reform”
(2005, p. 34).

However, it is less clear why the forest and
forest industry policies of individual countries
match so well with the European level policies.
Obviously  transnational =~ communication,
according to which the spread of policy
innovations is based on a number of various
related causal mechanisms that are based on
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communication among countries could have
been a reason for the diffusion of forest
industry policies between the case study
countries and the FTP.

Following the concept of policy diffusion based
on transnational communication, which is
based on Holzinger et al. (2007) and was
presented in chapter 2, a potential explanation
for the diffusion process can be derived from
the concept of international policy promotion,
since forest industries have already become
a global system with changes in one area
having direct effects on related areas or
sub-industries.  Although  forest industry
policies have still a clearly identifiable country
focus, these policies have to be adapted to
changes in the large international systems
where forest industries operate. Policy-makers
in different countries are most likely aware of
the need to change and develop national
forest industry policies according to changes
in international and even global markets
and policy processes. Thus, states, inter- or
supranational actors can effectively promote
certain policies in this sector, like it was done
by the Forest-Based Sector Technology
Platform by setting up the Vision 2030 and the
related SRA.

In practice, the diffusion process of forest
industry policies is possibly due to a large
number of the same participants acting both
nationally and internationally, thus having high
possibilities for cooperation, coordination and
integration leading to knowledge transfer and
comparable problem perceptions. These are
decisive prerequisites for the communicative
diffusion mechanisms of [lesson-drawing
and fransnational problem-solving. The élite
networks or epistemic communities (Haas,
1992) in the field of European forest policy and
forest industry are conducive to learning
processes, because participants can benefit
from experiences with similar problems made
in other countries, as well as to joint problem-
solving activities that lead to similar national
policies.

Another practical reason for a rational policy
transfer process could be the risk of isolation if
national policies were planned different from

the EU policies. This generates legitimacy
pressure on member countries that leads to
the emulation of prevailing policy designs in
this sector and consequently fosters the
diffusion of these policies.

The diffusion of forest and forest industry
policies observed in the present study in
Europe doesn’t need to stem only from “soft”
mechanisms of transnational communication
alone like emulation because of the desire of
conformity. There are also “hard” mechanisms
like the regulatory competition between the
countries that foster this development. Bearing
in mind the advanced economic integration of
EU member states, it is important for national
governments to provide industry and business
facing competitive pressure with a supportive
general legal and political framework, which is
adjusted to the surrounding international or
regional conditions. For example, if a NRA
was very different from the SRA of the FTP,
the national development efforts would be off
the main stream of development, having less
potential for financial support and international
co-operation. Thus, also for practical reasons,
the NRAs are most likely to follow the already
agreed guidelines of the SRA.

While all of the aspects of the causal
mechanisms of fransnational communication
and regulatory competition are likely to have
played a role in this case of policy diffusion,
these conclusions do not leave much space
for an explanation that similar but independent
problem-solving could have been alone a
reason for policy diffusion. If similar but
independent problem-solving was a single
reason for policy diffusion, then similar forest
and forest industry policy developments would
have taken place in different countries rather
simultaneously but without clear direct link in
between them. While the simultaneousness is
a fact, the missing link between the countries
is less evident as countries in EU context
co-operate and work together regularly. This
holds true not only for the forest policy and
forest industry sector and makes it “difficult to
imagine an area of policy where, policy
makers seeking solutions, would be unaware
of choices made elsewhere” (Weibust, 2005,
p. 47).
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National Research Agendas of the Forest-based
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1. Forest Technology Platform and
Innovation

Increasing economic globalisation since
the 1980s has forced national governments
to find new strategies to maintain their
competitiveness in the world economy. Rapid
technological development (e.g. microchip,
nanotechnology or bioengineering), shortening
product life cycles, global competition, and
more stringent customer demands put a strong
pressure on the pace and quality of product
innovation in companies. In the low-technology
industries such as paper manufacturing the
development has been strengthened with a
modernizing of the machinery, increasing
automation, while the companies have grown
in size and expanded abroad. This change in
business structure has enhanced both market
competition and shifts in the aggregate
demand of the low-tech industry products. The
need to be ever more ‘innovative’ in
economics as well as in political terms has
steadily grown.

Since the 2000s, according to the Lisbon
strategy, EU policies have had innovation at
the centre of all policies in the knowledge-
based economy. For that reason, innovation
goals can be found in a wide range of policies
and regulations and could be directly or
indirectly addressed by the policies and
regulations. Countries have taken different
public policy initiatives in order to foster
innovation activities. Innovation is seen as a
major factor in fostering economic growth, and
stimulating innovation has therefore become a

Andreas Kleinschmit
Ewald Rametsteiner

top priority for government,
research organisations.

industry and

Increasingly, innovation  conducted in
companies has become the essence of the
existence and continuity of companies, leading
to its revised role in contributing to society,
employment, and innovative companies
achieve higher shareholder returns and market
values (Salvatore, 2007). The central role of
innovation is the long term survival of
companies but, at the same time, it constitutes
a source of high risk. As a consequence,
companies search for ways to improve the
performance of their innovation processes
asking themselves the question: “Why do
some companies move quickly and efficiently
to bring to market outstanding new products,
while others expand tremendous resources to
develop products that are late and poorly
designed?” (Kratzer, 2001)

Special challenges for the forest sector in
Europe have been the increasing demand in
the other market areas, changes in the raw
material (e.g. fast growing wood plantations)

and decreasing investments in internal
research and development (R&D), and
infrastructure.

One solution to these questions has been the
creation of industry wide technology platforms
to mobilize Europe’s research, technological
development and innovation efforts. In 2004,
as a part of this process the European
Confederation of Woodworking Industries
(CEI-Bois), the Confederation of European
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Forest Owners (CEPF) and the Confederation
of European Paper Industries (CEPI) initiated
a process to establish a technology platform
for the forest-based sector (FTP).

The FTP aims at defining and implementing
the Strategic Research Agenda (SRA), the
‘roadmap’ of forest-based sector’s research
and development for the future that would be
supported by a wide range of stakeholders.
Implementation of the SRA was started in
2006. The SRA consist of five objectives that
have been specified into research areas under
five so-called “forest-based value chains”, i.e.
a string of institutions working together to
satisfy market demands for a specific set of
products and services. These strategic
objectives have been specified into research
areas under five so-called “forest-based value
chains”, which are recognized as: (1) Forestry;
(2) Wood Products; (3) Pulp & Paper
Products; (4) Bio-energy; and (5) New
businesses / specialities.

An important element in the implementation of
the SRA has been to build-up national
research agendas (NRAs) for forest-based
sector development in different countries. In
some ways, NRAs have similarities with
national forest programmes in such a way that
they too have country specific targets, while, at
the same are, they are used to implement
international level common measures at
national level. NRAs provide the same goal as
the SRA: their intent is to increase the
innovativeness and competitiveness  of
forest-based sector. The SRA and NRA
objectives aim at fostering cooperation
and interaction via joint projects between
universities, institutes, industry and other
commercial actors. By October 2008, fifteen
countries had started creation of their NRA,™
of which twelve were completed.

2. Objectives of the paper

The SRA aims at supporting and promoting
innovation. NRAs are seen as a mean for
reaching this goal. Therefore, it is relevant to

1% See http://www.forestplatform.org.
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ask in what ways the creation of national
support groups of the FTP and national
research agendas truly contribute to promotion
of innovation activities and management. This
paper asks two questions that relate to
the main question of COST Action E51
(integration and  coordination  activities
supporting innovation policy). First, in how far
and in which ways do the existing NRAs
address or are related to national innovation
policy, national innovation systems and
innovation activities in individual firms?
Second, how the formulation of the NRAs
arranged between different public and private
actors?

However, not all countries have used similar
agenda when it concerns the adaptation to
FTP research areas. The way applied
depends on the current national strategies e.g.
Sweden has taken the NRA agenda from SRA
and reflected document Skogs- och traindustri
when preparing their NRA. NRA in Sweden
describes and explains research needs in the
form of 14 national focus areas (NS), whereas
Finland has started from their own agenda and
the output do reflect directly only strategic
objectives and the research areas are own.™"

3. From top-down organization to
collaborative governance

Innovation can be understood in many ways.
Despite innovation as such is a relatively new
research topic, there already exists a myriad of
theories covering different aspects related to
innovation processes. This paper approaches
innovation according to definition by Oslo
Manual by OECD (2005) where innovation is
either a new or significantly improved product,
process or an organisational method.

Innovation is mostly used as a synonym
to technological innovation, which sees
innovation as a procedure of companies
developing new products for the markets
through traditional R&D processes.

" See Suomen metsaklusterin tutkimusstrategia, 2006;
http://www.nra-sweden.se.
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However, views on innovation have changed
considerably during last two decades.
(Kaufmann and Tddtling, 2001; Edquist, 2004;
Lundvall, 2000; Galli and Teubal, 1997)
Innovation is neither exclusively firm’s internal
activity to achieve monopolistic advantages,
nor does innovation depend on the amount
of research activities as linear model and
product cycle theory argue (Asheim et al.
2003; Bender, 2006). Increasingly, innovation
is perceived as an evolutionary, non-linear and
interactive process between the firm and its
environment (Kaufmann and Tddtling, 2001).

Firms collaborate for a number of reasons, the
most common being access to complementary
technology and new markets. In some cases
the motive to collaborate is to spread the high
cost and risk associated with the development
of new products based on technological
breakthroughs (Perez and Sanchez 2002).
According to a metastudy of innovation by
Pittaway et al. (2004), principal benefits of
business networking for innovativeness
include risk sharing; pooling complementary
skills; safeguarding property rights when
complete or contingent contracts are not
possible; and acting as a key vehicle for
obtaining access to external knowledge.
Successful innovation requires an active and
highly sophisticated co-ordination of the efforts
of a number of key participants.

During the last decades, the number of
organizations engaged in collaborative
activities, especially within the R&D area has
steadily increased (Science & Technology
parks of knowledge intensive business
services (KIBS) providers). The benefit of
inter-organizational networks on innovation
has proved to be more important for young,
less established and small firms. Innovate
firms become more prone to cooperate, and
thus tend to take more central place within an
alliance networks, and so are more innovative.
(Castellasi et al. 2004) A network of many
non-overlapping also provides information
benefits for an organisation whose primary
business entails the brokerage or technology.
Yet, old (often also low) technology industries
usually lack this kind of networking model
(Pittaway et al. 2004).

Economies’ success of innovation depends on
how they interact with each other and the
financial and public sectors; firms do not
only compete in the market but within the
framework of institutional and political
arrangements. (Bergek et al. 2008) Literature
and research related to innovation
activities has transferred from national levels
towards institutions, firms and value
chain creation/maintaining, increasing their
importance during last decades. Their role has
become qualified to as a factor that can both
retard and support innovation. According to
Simmie (2004), national and international
linkages are as significant for innovation as
are more local networks. Leading innovators
also rank quite highly certain sources of
knowledge that are not associated with space.
These include specialised standards
such as technical, health and safety, and
environmental standards and regulations,
which are usually set by government and
industry bodies. The regulatory environment
associated with the state infrastructure or
publicly funded institutional arrangements
affects technology development and
innovative activity. (Simmie, 2004; Parker and
Tamaschke, 2005; Lundvall, 1992) Public
policies have an integral role in national
innovation systems, even if, according to
Edquist (2001), imitation is a very common
mechanism of policy-making. In many
countries, policy-makers are simply doing
similar things to what has been done
previously in other countries (or in the same
country). A consequence is that variations in
national characteristics between countries are
often not taken into account. Yet, on the other
hand, existing research has indicated that the
capacity of the state to coordinate industrial
development and transformation varies cross-
nationally (Parke and Tamaschke, 2005).

Further, innovation can occur within the
institutional sphere in two ways, as an
innovation policy or policy innovation. From
these, innovation policy is public action that
influences technical change and other kinds of
innovations, including elements of research
and development (R&D) policy, technology
policy, infrastructure policy, regional policy and
education policy. This means that in addition
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to supporting innovation from the support side
(traditional science and technology oriented
policy) innovation policy also includes
public action influencing innovations from
the demand side. Rather than focusing on
individual policy initiatives in isolation from
their context, it becomes necessary to explore
the system of support and the way that it
interacts with the broader institutional
framework and spatially specific resources.
(Parke and Tamaschke, 2005)

Policy innovation, on the contrary, refers to the
renewal of policy making in day-to-day
interactions in policy arrangements. The
driving force of policy innovation is ‘to do
otherwise. Environmental policy innovations
are often driven by bottom-up approach,
sometimes sparkling a strong reaction from
federal, or industrial, levels, as has been the
case in California’s strict emission standards,
or Danish recycling policies in 1984. In both
examples, the new, innovative environmental
policies have been later adopted by
surrounding states or nations, or the EU
(Vogel, Toffel and Post, 2005).

Since the 1990s, policymaking has become
more interactive in order to succeed in
getting stakeholders to be more engaged.
Today a wider range of private and public
actors — governments, intergovernmental
organisations, supranational institutes and
private actors — co-determine the structural
outcomes together (Arts and Tatenhove, 2004;
Arts 2005; Bovaird, 2005).

As the national political actors have expanded
to include stakeholders from the EU, private
sector as well as from international
organisations, the distinction between ‘the
domestic’ and the ‘international’ has become
blurred (Kettunen, 2003; 2005; Arts and
Tatenhove, 2004). This ‘paradigm shift’ in the
way we govern societies and organizations is
a result of processes such as relocation of
politics from the state to international and sub-
national organizations, ‘de-territorialisation’
(the emergence of new political spaces
beyond the territorial nation state), or ‘diffusion
of political power (from public authorities to
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semi-public and private actors). Instead, new
forms of governance and policy instruments
are taking place in the political arena
(Kettunen, 2003; 2005; Arts and Tatenhove,
2004).

Governance implies a shift in the locus of
democratic politics: from constitutional politics
to politics outside traditional frameworks and
institutions, from national to either sub-national
or supranational levels (Van Tatenhove and
Leroy, 2003). Yet these two developments do
not imply the abolishment of ‘government’,
rather do they represent the increasing
juxtaposition of government and governance
practices (Hage, Leroy and Willems, 2005). As
such, the formation of the FTP can be seen as
this new way for governance in where the
European Union delegates some of its earlier
task of supporting innovation to the private
sector.

4. Materials and methods

The article is based on a systemic comparison
of eleven NRAs of the European Economic
Area (EEA) and the SRA. Countries outside
of EEA or that are yet to finalise their NRAs,
and the NRA of Estonia, Slovenia and Spain,
in where there was no translation available,
could not be included in the analysis. During
this paper Lithuanian had only prepared an
outline for its National Research Agenda,
which is partially analysed. The list of analysed
documents is shown in the Table 1.

The analysis form was developed and the
document analysis was prepared by members
of COST Action E51. The form adapted a
questionnaire used within COST Action E51
for the analysis of policy documents that
focused on similar research questions. NRAs
were both qualitatively and quantitatively
analysed. The data collection phase consisted
of filing in pre-formulated questionnaire
that was divided into two sections; the first
section concentrating on different aspects of
innovation in both the NRAs and the SRA. The
latter part concentrates on administration
and coordination of stakeholders during the
development of the NRAs.
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For the purpose of this study, it is important to
distinguish between the traditional Science
and Technology policy approach and systemic
innovation policy approach.

- The traditional Science and Technology
policy approach is typically characterised
with a basic understanding of innovation
processes as being linear process.
Innovation is seen as the end of research
and development processes (solely).
Policy focuses on fostering scientific and
technological advance, and enhancing the
flow of knowledge down along the
innovation chain (Rogers, 1995)

- Systemic innovation policy approach, on
the other hand, is seen as a complex
process, taking place in an environment of
interacting actors and institutions
(innovation system); having multiple
sources (apart from research activities);
and running through multiple feedback
loops between the different stages. Policy
approaches the systemic environment in
which innovation take place in ways that
can better inform decisions about
research, commercialisation, technology
adoption and implementation, etc (Edquist
and Johnson, 1997; Goorden, 2004).

The first part of the article will concentrate on
finding out how the NRAs and the SRA
approach innovation: using traditional or
systemic innovation approaches? Keeping in
mind the first research question (in how far
and in which ways do the existing NRAs
address innovation), the article tries to look at
different innovation measures used in the
NRAs. These innovation measures may be
introduced without the explicit aim of fostering
innovation. For the analysis, the following
six categories of ‘innovation support’ were
distinguished:

* Research and Development

« Diffusion of Innovation

* Human Resource Development

« Strengthening the Knowledge Base

» Public Demand Creating for Innovation

* Framework Support

The amount and nature of NRAs’ objectives
were categorised in order to see which of the

innovation support categories were most
strongly emphasised. Strategic research
objectives of these eleven NRAs’ and the SRA
were categorised based on the above
mentioned classification system.

In order to evaluate the relevance and
promotion of innovation support measures, the
questionnaire requested to qualitatively
analyse how highly each NRA and the SRA
gave emphasis to the support measures (i.e.
strategic objectives), and how innovation was
understood in the documents. This part of the
innovation analysis also includes the
assessment of the NRAs’ strategic research
objectives. The results are measured against
the strategic research objectives introduced in
the SRA.

The latter part of the article concentrates on
answering what has been the involvement of
different public and private actors in the
creation of the NRAs. Yet, it's relevant to keep
in mind that the analysis is based on the
information provided in the NRAs. The
information provided in the documents might
not always correspond to the actual situation,
leaving some important participants
unmentioned.

Co-ordination of actors may take place on the
administrative level or between administration
and stakeholders of different sectors. In this
study co-ordination was allocated as:

- Co-ordination within the NSG: Refers to
the co-ordination within the NSG.

- Co-ordination between different
organisations: Refers to the co-ordination
between different private organisations, for
example the forest industries and
technology enterprises.

- Co-ordination between NSG and
organisations: Refers to the co-ordination
between NSG and different public
organizations, for example Agricultural
Ministry.

- Co-ordination between other
organisations: Other organizations may
include public agencies and councils, such
as research organisations, etc.
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Participation of stakeholders refers to
the involvement of both, private and public
actors in the process of creating NRA. The
stakeholder involvement shows how the
documents were created, and which
actors were involved with the process. Since
one of the objectives of the FTP is to

Table 1. List of analysed documents

include as many and wide-spreading
stakeholder involvement with NRAs as
possible, it was decided to see whether this
actually is true. For this reason, the
stakeholder involvement was further divided
into private and public sector.

Document

Publication Date

Maailman johtavana metsaklusterina vuoteen 2030 / As the Leader of the World’s

Forest Cluster by Year 2030 (NRA of Finland)

National Research Agenda (NRA) of Denmark — for forest based sector
A National Strategic Research Agenda (NRA) for the forest based sector in Ireland

Agenda Strategica Italiana di Ricerca per la filiera forestale (NRA of Italy)

Vision for Lithuania’s forest-based sector NFP

National Research Agenda of Czech

National Research Agenda 2007 — 2030: Norwegian Forest Based Sector

National Research Agenda of Germany

Programme stratégique de recherche Frangais « foret bois papier » (NRA of France)

Nationale Forschungsagenda fiir den waldbasierten Sektor in Osterreich (NRA of

Austria)

En nationell strategisk forskingsagenda (NRA) for den skogsbasera naringen i

Sverige (NRA of Sweden)
Strategic Research Agenda (SRA)

October 2006

2005

2006

2005
End of 2006
05/2008
2007

2006

2006

2008

2006

2005

5. Results of NRA Analysis

5.1 Types of innovation support

Innovation support can take many forms from
direct funding of research and development
activities to the support of the diffusion
of innovations, to improving the knowledge
base and interaction of actors, to adapting
framework conditions. Some of these support
measures are targeted directly at fostering
concrete innovation activities, others are of
structural character (see Figure 1).

In every NRA and the SRA, the highest priority
of supporting innovation is given to R&D: all

126

analysed documents emphasise R&D aspects.
The next often supported measures for
supporting innovation are framework
conditions and diffusion of innovation. None of
analysed documents (neither NRA nor the
SRA) mentions human resource development
or demand creation.

Each document places a high emphasis on
innovation, yet innovation is mostly used as

a synonym to technological innovation
approach. Concentration is on the R&D
objectives, and to a lesser degree on

framework conditions and diffusion of
innovation. Only one document emphasises
strengthening the knowledge base (Czech).
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=1 RA&D

m2 Diffusion of innov ation

=3 Hurnan Resource Development

=4 Strengthening the Knowledge Base

Mumber of Answers

15. Demand Creation

B. Framewark

Innovation Support Areas

Figure 1.

None of the documents support demand
creation or human resource development. The
slight emphasis on framework support might
indicate that there is a slight tendency to move
towards more systemic innovation instead of
purely technology oriented one.

The questionnaire also assessed the overall
relevance that is given to innovation support
measures in the documents. The SRA and
seven NRAs rate innovation support measures
very high.

5.2. Understanding of innovation policy

The results on the innovation support
measures are nearly identical with those of

Mo relevance 1:
Issue among others 3;
Central issue 5.

Use of different innovation support measures in the NRAs and the SRA

innovation relevance (see Figure 2). In order
to evaluate relevance of innovation, the overall
innovation relevance of the NRA and the SRA
is estimated. The evaluation is based on
how much the NRAs and the SRA give
relevance to ‘innovation’. The scale of
evaluation starts from ‘no relevance’ and ends
at ‘central issue’. Nearly in all NRAs,
innovation is central or very important issue.
Also in the SRA. Relevance of innovation
appears to be lowest (issue among other
issues) in Germany’s NRAs.

Most of the NRA documents appear to
understand innovation traditionally with only a
slight shift towards systemic understanding of
innovation policy. This is also the case with the

Marginal issue 2;
Important issue 4;

Relevance of Innovation
(]

SREA AT

CZ DE DK Fl FR IR

Figure 2. Relevance of Innovation
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SRA (see Figure 3). From the analysed

documents, Czech has the strongest
emphasis on the systemic innovation
(systemic with traditional elements).

Concerning other NRAs, most of the concrete
measures aim at developing new products.
For example, Italy has more than 20 individual
activities/objectives listed under “forestry
chain”.

5.3. The strategic objectives

Most of NRAs have as their five strategic
objectives the same five objectives named in
the SRA, which are:

1. Development of innovative products for
changing markets and customer needs.

2. Development of intelligent and efficient
manufacturing processes, including
reduced energy consumption.

Predominantly traditional 1;

3. Enhancing availability and use of forest
biomass for products and energy.

4. Meeting the multifunctional demands on
forest resources and their sustainable
management.

5. The sector in a societal perspective.

These strategic objectives are specified into
research areas under five so-called “forest-
based value chains”, i.e. a string of institutions
working together to satisfy market demands
for a specific set of products and services.
The five value chains recognised within the
FTP are: (1) Forestry; (2) Wood Products; (3)
Pulp & Paper Products; (4) Bio-energy; and (5)
New businesses / Specialities. Only Germany
and Finland have their research objectives
arranged according to their own devise and for
this reason, they both are excluded from the
analysis of the Strategic Objectives.

Traditional with systemic elements 2;

Systemic with traditional elements 3; Predominantly systemic 4

4

Understanding of Innovation Policy

Figure 3. Understanding of Innovation Policy
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5.2.1 Product and Process Objectives

Table 2a.  Strategic Objectives: Products

Wood-based Pulp & Bio-

Country Forestry industries Paper energy Specialties
SRA 1 4 5 2 3

AT 5 2 1 3

cz 1 2 1

DK 1 2 1

FR 1 3 3 1 1

IR 1 2 1 1

IT 9 6

Sw 1 2 3 1

Table 2b. Strategic Objectives: Process

Country Forestry V\i’rc:gz::rai:gd l:;ref er?;;y Specialties
SRA 2 3 2

AT 2 3 1 1

cz 2

DK 1

FR 2 3 1

IR 2 2

IT 8 2

N4 1 1 2

Table 2c.  Strategic Objectives: Biomass

Country Forestry V\ilrc:gj;l::::d Fl;t:::e? er?t:';y Specialties
SRA 2 1 1 1 1

AT 1 1 1 1

cz 1 1

DK 2

FR 2 1 1

IR 2 1 1 1

IT 2 2

Sw 2 2 2 2

Table 2d. Strategic Objectives: Multifunctional perspective

Wood-based Pulp & Bio-

Country Forestry industries Paper energy

Specialties

SRA
AT
cz
DK
FR
IR
IT
Sw

= W N W OaN WM

Figures 2a-d Number of Strategic Objectives (Product 2a, Process 2b, Biomass 2c,
Multifunctional perspective 2d) in each value chain (forestry, wood based industries, pulp
and paper, bioenergy, specialities, other) of the analysed NRAs and the SRA.
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Both the SRA and NRAs concentrate on
developing new products, processes, and
enhancing availability of forest biomass in
most cases. The results of strategic objectives,
however, vary between countries to some
degree. This variation can, for the most parts,
be explained by the differences between
countries’ industrial structures. For example,
ltaly's NRA includes a Ilot of different
objectives on both forestry products and
forestry processes, reflecting the importance
of non-forest goods and services (e.g. cork).
The emphasis is further highlighted by the fact
that Italy’s NRA is the only document that aims
at developing new process within the ‘forestry’
value chain.

The NRA of Denmark includes only forestry,
wood based products and bioenergy value
chains. Ireland’s NRA, on the other hand,
lacks pulp & paper and speciality products.
The NRAs of Sweden and Ireland emphasise
biomass more than other countries.
Developing of biomass is also important to
Austria and France, but to a lesser degree. In
general, if compared to other value chains, it
appears as biomass would be rather modesty
promoted with regards to number of specific
objectives. On the other hand, biomass is

included to the NRAs both as a value chain
and as a as an objective.

Value chain ‘wood based industries’ includes
the highest amount of single objectives mostly
concentrating on developing of new products.
Wood based industries are closely followed by
pulp & paper. From the different NRAs, Italy’s,
Sweden’s and France’s NRA appear to have a
strong concentration on pulp and paper, since
they include the highest amount of objectives.
Generally, the least supported objective is the
‘multifunctional demand of forest resource’,
which is only included within forestry chain.
Measures and objectives of this objective are
actions such as supporting and securing the
usage of forests for recreational and industrial
purposes.

5.2.2 Societal Objectives

Societal objectives include three different
categories: performance of the forest-based
sector, forest-sector governance, and citizens’
perceptions. These research objectives are
defined in the SRA as following: Performance
of the sector is linked to creating and
developing technology and  production
knowledge on the sustainability of the forest

]
Citizens' perceptions
4 B Forest-sector governance
mPerformance of the Sector
3 |
2 L=
1 - =
1] I

SRA AT CZ DE DK FI FR

Figure 4.
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Table 3. Co-ordination in the NRAs
Co-ordination Co-ordination Co-ordination
Co-ordination between different between NSG and between other
Country  within the NSG organisations organisations organisations
AT X X X X
CH X X X
DK X X X
Fl X X X X
FR X X
GE X X X X
IR X X X X
IT X X X X
Sw X X X X
sector; Forest-sector governance refers to organisation, between the NSG and other

creating instruments for the management of
policy issues, and; Citizens’ perceptions relate
to opinions and perceptions of consumers and
citizens’ on the forest-based sector in general
(SRA, 2005).

It seems the NRAs have no particular strong
emphasis on the societal objectives, whereas
the product and process objectives dominate
the strategic objectives, at least based on the
amount of single objectives. Only the NRA of
France includes all three categories of the
societal objectives that are also included in the
SRA, whereas other countries included two,
one, or none (see Figure 4).

5.4. Involvement of actors in the
formulation of the NRAs

In the evaluation of the administrative and
coordinative formation of the NRAs, the group
of actors involved in the formulation process is
assessed: which actor groups are included.
This is followed by a more detailed analysis of
the stakeholder groups that were included
in the involvement in the NRA formulation
process.

The formation of the NRA includes
co-ordination within the actors of the National
Support  Group (NSGs) and member

private organisations, and between the NSG
and public organisations. In addition, nearly
every NRA also includes actors from other
organisations such as research organisations
or universities. Every document creation
involves more than one organisation that
contributes a wide collaborative network

stretching from vertical to horizontal
coordination.
For the evaluation of private sector

participation in the NRAs seven categories
were set apart (see Figure 5). Stakeholders
were divided into categories: forestry, forest
based industry, agriculture, tourism, energy,
environment, other: universities, and others.
The ‘others’ referred to NGOs, independent
research organisations, or trade unions, etc.
With public sector, it was decided to assess for
ministries that were involved with the process
of creating NRA.

When evaluating the results of the stakeholder
participation, one has to keep in mind,
however, the fact that evaluation is based on
the information provided in the documents.
This information might sometimes exclude
some parties that were involved informally or
for some other reason are not mentioned in
the document.
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z]
a8
T oOther
A OlUniversities
=]
bl DEnvironment
< 5
e BEEnergy
E ETourism
E B Agriculture
=
BForest-based industry
EForestry
AT CZ2 DE DK FI FR IR IT LT NO SW
Countries’ NRAs
Figure 5.  Private stakeholder involvement

Broad stakeholder participation is one of the
main aims for Vision 2030, the SRA, and
the NRAs alike. The purpose of the FTP
is to comprehensively incorporate varying
stakeholders with the process of creating
comprehensive knowledge network to meet
the needs of industry. However, based on
these results, most of the NRAs appear
to include only few different stakeholder
categories. Each of the NRAs includes many
private stakeholders, but most of these

stakeholders come from forestry and forest-
industry. In some cases, stakeholders
representing energy and agriculture are also
involved. Denmark and Lithuania incorporate
private stakeholder most comprehensively,
including all eight private stakeholder
categories. The second highest private
stakeholder involvement has Czech with five
categories. After that come Sweden and
Finland with an involvement of four different
stakeholder categories.

B Other Ministry

ohinistry of Finance

mhinistry of Environment

mMinistry of Trade

B inistry of Infrastructure
EMinistry of Energy

m M inistry of Agriculture-
Forestry

]
4 4
2
=]
S 3
<L
Y
[=]
]
£ 27
=]
p=4
1 4 i
0 - T T T T T T
AT CZ DE DK FI FR IE IT LT NO 3W
Countries' NRAs
Figure 6. Public stakeholder involvement
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There is more deviation in the public
stakeholders than in private. On the other
hand, public stakeholders are rather scarcely
represented in the each NRA. It also appears
as if agriculture and forestry ministries are not
always even involved, e.g. agriculture and
forestry ministries lack from the NRAs of both
Sweden and Denmark.

6. Discussion

NRAs are highly innovation oriented, well-
coordinated and well-refined documents. On
the other hand, they are also very technology-
oriented and social aspects of forest-related
issues are only marginally presented in their
objectives. Strategic objectives concentrate
more on traditional product and process
development.

In general, NRAs include a lot of stakeholders
but only from few selected stakeholder
categories; those being mainly forest-related
sectors (forestry, forest-industries; to lesser
degree energy and agriculture). NRAs have a
strong connection to R&D facilities (such as
universities). NRAs also have a wide network
of many private actors but small involvement
with public organisations, and sometimes
forestry and agricultural ministries are not
even included. This is consistent with findings
of Pittaway et al. (2004) about traditional
industries being less inclined to formation of
wider partner networks. Exclusion of other
stakeholder groups implies that there is either
lack of interest of involving other sectors
in the formation of the NRA, or that there
exists some sort of barriers hampering the
involvement of wider stakeholders groups.

Even if the actors and stakeholders of the
NRAs act as national agents, in most cases
they are international organisation and operate
at global scale. An interesting aspect is that
public sector has very little involvement with
the creation of the NRAs. This can be
interpreted at least in two ways. First, the lack
of public actors confirms, as suggested in
governance theories, that the private sector
has replaced public sector in promoting forest

industries and innovation support. Second, it
also implies lack of public-private contracts
and further supports the earlier findings on the
forest-based sector’s lack of interest to create
wider stakeholder networks. If we consider the
FTP as taking the role of traditional public
policies, an interesting finding is the absence
of some traditional governmental support
tools, e.g. lack of public sector demand
creation. As mentioned earlier, demand
creation is one of the main activities for
governments to support innovation. However,
none of the NRAs includes demand creation
as their objective. All NRAs emphasize the
importance of the R&D. Framework conditions
and diffusion of innovation are also promoted
but to a lesser degree. Innovation measures
and governance, instead of promoting other
aspects of innovation, is more concerned
about the traditional R&D, concentrating on
the new product and process development.
This is not to say systemic innovation policies
do not exist in the NRAs or the SRA but they
are clearly given less attention.

Overall, the NRAs and the SRA resemble
each other. The NRAs have adopted a very
similar approach to innovation with the SRA,
following the SRA’s structure very strongly and
integrating the FTP guidelines to their agenda.
Almost all NRAs have similar structure (aside
of Finland and Germany) with the SRA. This
is also the case with strategic objectives
table, which is often kept unchanged and
incorporated as such in the NRA document.
Yet, the individual results differ. Even when
countries apparently imitate SRA, they have
adapted the objectives based on the country
special features (e.g., Italy having a strong
concentration on non-wood forest goods;
emphasis on bioenergy in Sweden and
Finland; pulp and paper in Sweden, wood
based industry in Austria). Innovation is
addressed very similarly, but the NRA
objectives vary between countries, and steps
to promote forest-based industries at the
national level are organised according to each
country’s industrial structure. Even if they have
adapted SRA according to each nation’s
special features and characteristics, the NRAs
are highly impacted by the SRA.
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7. Conclusion

Recently, there has been at European and
national level tendency for developing new
governance arrangements in where public
sector delegates its responsibilities to private
actors. The creation of the FTP, SRA and
NRAs is only one example of this kind of
development. According to Arts and Van
Tatenhove (2004), the reason of re-organizing
governance arrangement has been seen as a
good way out of hierarchical and top-down co-
ordination; as a change to include a lot of
different stakeholders; engage with a strong
dialogue, and encourage innovation. Based on
finding of this article, it appears that NRAs do
not always contribute to these goals as
strongly as originally indented and stated in
the SRA.

Innovation is important to NRAs, but at the
same time, it is understood very traditionally.
The main means to achieve goals mostly rely
on traditional R&D oriented innovation process
cycle, developing of new products and
processes. In this aspect, NRAs do not appear
to rely on systemic innovation policies.
Naturally, there are some differences:
countries vary with regards to amount of the
objectives of their NRAs. On the other hand,
they also appear to follow similar patterns,
giving only little support to forestry chain in
product and process objectives but more with
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regards to wood based industries, pulp and
paper, and bioenergy. The documents are
mostly concerned with traditional innovation
support goals but give less attention to
systemic innovation goals such as societal
objectives. They also lack varying
stakeholders from both public and private
sectors.

Forest-based industries are often blamed to be
old-fashioned with a strong hierarchical
structure and conventional business models.
The FTP’s aim is to increase innovation and
respond to the dire challenges forest industries
are facing today. However, if one considers
the strategies adopted by FTP and NSGs, it
appears that the approaches to address these
issues have remained rather conventional. In
innovative and competitive world new
strategies and approaches have to be made.
One way to support innovation at business
level would be impacting frameworks and
institutions as to support the change in the
whole industry as also in single companies,
e.g. by including actors outside of sector.
Incorporating many stakeholders was one of
the objectives for the formation of forest-based
technology platform, and the Strategic
Research Agenda. Reasons to why national
research agendas are not fulfiling this
objective are not included to the scope of this
study, and should be inspected more
throughout in the future.
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1. The challenge to coordinate
policies for sustainable innovation

Innovation is undoubtedly a central element
in the transformation of society and economy
— determining the very direction and pace
of development. As such, it is an integral
part of all governance systems, including
markets, networks, and hierarchies. The
term “innovation” has mostly been used in a
market context, where competition and the
identification of profit opportunities are a more
obvious setting for innovation than networks
and (administrative) hierarchies. In fact, some
economists argue that it is not competition
over prices, but competition over innovation
that makes the market economy system tick.
This competition over innovation often plays
out via advances in technology. To various
degrees, innovation policy has often used
market failure rationales of under-investment
in technology research and development to
justify “intervention” in the market system.
Hence, for a good part of recent decades,
innovation policy was essentially technology
policy coupled with economic policy to push
forward competitiveness and employment
generation.

More recently, much has changed in the
perception of innovation, its importance, what
drives it, how it works, and what its effects are.
In sum, a concept that used to be simple,
bounded and neat — making technology
improvements and getting them to markets —
was found to be much more pervasive and, at
the same time, more elusive than initially
thought. Not only were innovation processes
found to not be linear, it was also evident
that a simple innovation policy instrument

approach (“pump money into research, and
you will then get a predictable amount of
innovations as an output’) did not work as
envisaged. Many additional factors play a role
in innovation and, if it comes to innovation
policy, a lot of institutional innovation is
evidently needed to elaborate the empirical
evidence that innovation is a cross-cutting
issue, and needs a policy that is similarly
cross-cutting. In this respect, innovation policy
is thus similar to environmental policy — both
require a broadly-based, “horizontal” policy
orientation across governmental structures
and private bodies. With regard to
environmental policy, it took decades to get
the message through that environmental
issues are relevant to all segments of policy,
and that environmental issues or sustainability
concepts need to be integrated into policies.
Similarly, it is anticipated that it will take time
for innovation principles to be absorbed into
different areas of policy-making.

If innovation policy is a “horizontal” policy
issue, it is not only a task to integrate policy
into a range of existing policy fields. Similar to
sustainability policies, it is also a question of
policy co-ordination. Not only do government
bodies need to promote communication and
coordination among those involved in the
innovation process, they also must be
expected to properly integrate and coordinate
their innovation and development-related
policies themselves. This coordination is
needed both vertically within hierarchies
of ministries, departments, and agencies,
and horizontally across different ministries
and agencies, and non-governmental
stakeholders. With regard to the forest sector,
this requires the exploration of innovation
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policies proper, research policies, rural and
regional development policies, sustainability
and general economic development policies,
environmental and energy policies, and others.

Improving the coordination of government
policies across government departments,
improving the coordination of different levels of
government and bringing government and
citizens together in policy development
surrounding innovation was begun quite some
time ago. However, this was done with a focus
on general innovation policy and with limited
recognition or awareness of the importance of
mature, “low-tech” industries, and particularly
those in this group that are SMEs. This
ignorance prevailed for quite some time
irrespective of the fact that the large majority
of added value is produced in this part of the
economy, and that this major part of the
economy is linked in multiple ways to the
growing “high-tech” sectors, on which past
policies often tended to focus.

Emerging lessons from the work undertaken
in COST Action E51 indicate that the
integration of innovation into policies might
happen “by itself’, as different sectors, over
time, recognise the importance of innovation
for their respective sector's performance
and — sometimes — survival. However, there is
reason to believe that a more conscious push
and an overall governmental strategy would
help make this a more widespread and
expeditious process. As such, the push given
through the EU Lisbon process has been a
key factor for promoting the integration of
innovation into different sectoral policies.

Co-ordinating policies across different areas of
government competence can be, and often is,
left to “free market forces” of individual
administrations and related stakeholders’
economic or political cost and benefit
calculations. Judging from the results of the
co-ordination of forest-related policies, this
seems to be the prevailing situation. If this
is seen to produce insufficient results,
policy makers or stakeholders often push
for a more goal-focused or results-based
approach across a range of previously split
competencies — such as the one developed by
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the Forest Technology Platform. This requires
the development of a more clearly articulated
strategic framework of goals and specific,
results-oriented benchmarks in order to keep
the focus. To make this exercise lasting, it is
important to involve as many stakeholders as
possible in the development and adoption of a
strategic framework. To make this exercise
forward-looking requires exercising leadership
and pushing for, and encouraging more,
radical and forward-looking perspectives.

In order to attain the desired results in a
strategic framework, it is then necessary to
follow this up with reforms of the structures
and processes by which the government's (or
the stakeholder’s) decisions are implemented.
One quite deep change in structures and
processes is the accession of new Member
States to the EU, where completely new
structures and procedures have been set up to
be implemented, e.g. the Rural Development
Regulation, and manage related programme
budget flows. Experience has often shown
that, once the general strategic framework is in
place, structures and procedures need to be
aligned in a way that individuals working along
the foreseen procedures in these structures
need incentives to indeed work towards
the strategic goals. This might require a
number of components, including a results-
based reporting and accountability process
(similar to those used in tracking budgets
in the EU Rural Development Regulation)
and discretionary decision making at the level
of the execution of cross-sectoral framework
goals. One key intervention to engender
work across formerly split competencies within
or across organisations is to re-arrange
budgeting in a way that establishes incentives
for departments to cooperate, for example, by
creating pooled budgets for horizontal policy
initiatives.

Policy co-ordination is evidently a perennial
issue, and not only one related to co-
ordinating innovation policies across different
policies of a sector. What is a bit different,
perhaps, is the character and amount of policy
co-ordination that are undertaken. This is likely
to vary with the greater or lesser importance
and strategic nature of the issues or goals at
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hand. Society, through its policy makers, has
largely realised the strategic importance of
some environmental issues, such as climate
change and, in general, widely supports
sustainability. Does it also accord high
importance to innovation as a way of taking up
new knowledge and putting it to use? Has
it found a good way to integrate change
(innovation) and perpetuity (sustainability),
both of which are needed for the often-stated
goal of “sustainable development”?

2. Integration of innovation in
forest-related development policies

The seven policy fields that are compared in
this book have developed in different contexts,
and they all pursue different main goals. Some
of the policies — such as forest policy — have
long historical backgrounds; some — such
as renewable energy policy — have been
established rather more recently. Some
policy areas — such as those on the forest-
based industry in several countries — are not
explicitly institutionalised by specific political
programmes. Furthermore, some are more
strongly, and some only weakly, defined by
political processes at the European level:
While the European Union has well developed
policies for fostering innovation, sustainable
development, regional and rural development,
for instance, the forestry field and the forest
sector are not very specifically regulated at the
EU level. In the mentioned common policies of
the EU there are very specific requirements for
national policy making, such as the demand
to develop national reform programmes,
sustainable development strategies, as well as
regional and rural development programmes.
This is not the case in forest policy, which
does not constitute a common EU policy
according to the Treaties. EU policy, however,
still has an important influence on the forest
sector, directly by the EU Forestry Strategy
and Forest Action Plan, and indirectly through
other policy fields such as, for instance,
rural development. The support for rural
development, the Forestry Strategy and the

Forest Action Plan envisage that Member
States would develop their forest policies by
means of National Forest Programmes (NFPs)
and that the NFPs would be coordinated in
some way at the EU level. However, such a
co-ordination has hardly taken place so far.
This fact would suggest great differences
between NFPs from different countries, and
even more between NFPs and other policy
documents. It is an interesting result of the
analysis by Weiss et al. that the property of
being a formal NFP or not does not seem to
matter much: Our analysis does not reveal
great differences between formal NFPs and
other central forest policy documents from
countries where no NFPs exist — at least
concerning our research questions (the
integration of innovation in the forest policies
and coordination with other policy fields and
stakeholders).

How different and how similar are the
compared policies then, across countries
and sectors? The different policy contexts
and goals would suggest quite considerable
differences for policies with such different
goals as innovation or sustainable
development. Our analysis examined, among
others, the central goals and issues that are
formulated as the general background for
the policies. While sustainable development
and renewable energy strategies emphasise
ecological/environmental goals, the regional
and rural development programmes put social
goals, such as the alleviation of regional
disparities and the keeping of rural areas
populated, at the centre of their concern.
Forest and forest-based industry policy
documents most often mention economic as
well as ecological goals, but social aspects are
hardly mentioned. We see that none of the
policies cover ecological, economic, or social
goals in a balanced way, which are the three
areas that are often predicated as the pillars of
sustainable development.

In the following section, we will further
examine how far, and in which way, these
policies refer to innovation as a major goal and
issue.
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Innovativeness is an issue, but comprehensive
innovation policies are lacking

As expected, innovation is an issue that is
present the strongest in innovation policies
(Weiss et al.), but how strong is it in other
policies? According to the analyses of the
policy documents, forest-based industry
policies are also strongly oriented towards
innovation-related goals. Assuming that
industry-related policies would be more
strongly oriented towards innovation, then
forest policies are not typical industry policies:
In terms of innovation orientation, forest
policy documents are in the middle range
together with regional and rural development
programmes. In sustainable development and
renewable energy strategies, innovation is not
formulated as a central issue. It is surprising
that regional development policies do not
focus more strongly on innovation support,
although they should be closely linked to the
Lisbon Strategy of the EU, and the same
accounts for the rural development policies.
Furthermore, these results suggest that the
forest-industry is aware of the role of
innovation, although some would suspect this
sector to be not very innovation-oriented.
Finally, for the renewable energy strategies, it
seems alarming that they hardly mention
innovation needs among their main aims.

An important result, certainly in most
countries, is that forest and forest industry
policies are usually quite disconnected from
innovation policies. With some exceptions in
countries in which the forest sector contributes
strongly to the national gross product, such as
in Finland, the forest sector is hardly dealt with
in the national innovation system: according
to our analyses, the innovation frontiers of
the sector are hardly included in national
innovation and regional development policies.

Possibly, the topic of innovation as a whole
receives growing awareness in all of the
analysed policy documents. Our analysis did
not include in a systemic way a comparison
with the past but the country reports behind
the analysis often include indications that
support this assumption. The Lisbon goals
seem to be increasingly taken up in policy
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texts. However, what is also seen is that
innovation is not coherently included in the
sectoral policies: forest policies name the goal
but largely lack corresponding measures; the
forest-industry often lacks specific public
policies and is often ignored by national
innovation and regional development policies;
renewable energy policies lack a strong
innovation focus. In other words, weaknesses
from within the sector (lacking innovation
focus) add to weaknesses from outside (a
poor integration of the sector in generic
innovation policies).

Systemic rhetoric is taken up, but traditional
measures prevail

One similarity across the different policy
areas of the analysis by Weiss et al. seems
to be the tendency towards a systemic
understanding of innovation policy. Although
differences exist between the policy areas —
with  regional development programmes
most often representing a pronounced
systemic understanding and renewable energy
strategies most often representing a very
traditional research-oriented view — systemic
elements increasingly have their place in the
documents. At the same time, the results also
suggest that the systemic understanding is
more prominently found in the rhetoric and
less in the type of means that are employed to
support innovation: The goals of National
Reform Programmes are strongly formulated
from the view of systemic innovation support,
but the employed measures are predominantly
R&D, similar as in regional development
programmes. It seems that it is easier to
change the wording than it is to change the
measures that are already established in
national policy contexts.

Formal coordination is foreseen but informal
interests stand against it

A similar gap between formal goals and
informal practice is found when it comes to the
coordination of actors. Policy-making in
general often requires some coordination
across administrative levels, across sectors
and between public and private bodies.
This is essentially true for cross-cutting issues,
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such as environmental and sustainable
development policy. Innovation policy has also
been defined as a cross-cutting goal of EU
policy that should be considered in all policy
areas. Innovation, as such, is a phenomenon
that often results from the interaction of
diverse actors: the novelty often lies in the new
combination of existing things or it flows from
looking at a problem from new angles. The
analysis by Weiss et al. looked at the formal
provisions for the formulation of the policies
and it resulted in no striking differences
between the policy fields. It is remarkable that
all policies seem to be well coordinated but a
large amount of the literature deals with the
problems of inter-sectoral coordination and
stakeholder participation in policy-making. It
seems that the picture here is the same as in
other policy issues: formally, coordination is
done, but in reality there are huge gaps. The
informal level and the implementation phase
were not covered in the chapter by Weiss et
al. but rather in the case studies on RDP
(Sarvasova et al.) and FTP (Tykka et al.),
which drastically show how limited the
effective coordination between the sectors
really is. With this, our results are in
agreement with and prove earlier studies on
the coordination of innovation policies in the
forest sector (Rametsteiner et al. 2005).

The sector gives some answers to societal
challenges but blind spots remain

The policy outputs are in effect that radical
innovation is hardly supported in the forest
sector, but there is certain awareness and
support with regard to a number of innovation
fields in which further diffusion is supported.
These innovations include topics that are
related to problem fields of societal relevance,
particularly bio-energy and recreation. The
production and advanced use of bio-energy
from forests is directly related to climate
change mitigation measures, one of the hot
topics of global policy today. Recreation and
tourism is one of the strongest growing sectors
of modern society. These areas have been
reported by the experts within the COST
Action E51 as important recent innovation
fields in most countries (Weiss et al.).

Other areas of social relevance, however, are
not so pro-actively promoted by all political
actors in the sector. The conservation of
bio-diversity is still vividly discussed on the
global and European levels but is only
mentioned in a few countries as a focus of
innovation. Even less visible are other
environmental services such as drinking water
production, protection against natural hazards,
health-related or spiritual services. In 2007,
the European Commission launched the Lead
Market Initiative for Europe in which six future
sectors were selected that are seen as highly
innovative and that are believed to provide
solutions of broader societal, environmental
and economic challenges: eHealth, protective
textiles, sustainable construction, recycling,
bio-based products and renewable energies.
At least in three of these six markets,
the forest-based sector has a significant
potential: sustainable construction (with the
environmentally-friendly material wood that
also stores carbon), bio-based products
(chemicals or food) and renewable energies
(forest biomass). Except for bio-energy, these
topics were hardly mentioned by the COST
Action E51 experts as fields having a strong
innovation focus in the countries.

Diffusion is supported but there are hardly
radical innovations

The view within the sector is largely that in the
forestry and forest-based industry, no radical
innovations are thinkable. The example of the
Lead Market Initiative, however, shows that
these possibilities exist but that these tend to
be discovered from outside of the sector
rather than inside. The new uses of biomass
from the forest were developed by actors
outside the forest sector; the sector itself only
picked up the idea later and supported its
further diffusion. Bio-diversity conservation
and recreation are new societal demands
that were long, and often still are, defended
by forestry actors instead of promoting
their marketing. New topics such as green
building or bio-chemicals are also initiated
by actors from sectors other than the
forest sector. This proves that, in general,
forest and forest-sector innovation systems
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are first of all concerned with traditional
products and diffusion rather than promoting
new ideas.

3. Do policies converge for the
sustainable development of the
sector?

Our analysis includes a number of indications
that policies converge over time towards
common goals and approaches in the support
of innovation and sustainable development of
the forest sector in Europe. At the same time,
the cases on rural development, NFPs and
forest-based industry show the limitations of
effective coordination and the integration of
common goals and concepts in different policy
fields.

The impulses for convergent policies can be
expected from supranational policy processes
such as policy making at the EU, pan-
European or international levels. Influential EU
policies are, for instance, the EU Lisbon
Strategy on innovation, the EU Sustainable
Development Strategy, or the CAP, with its
move towards integrated rural development.
They have an influence on other policy fields
and are interrelated themselves. In the field of
forestry, international processes have a
significant influence on national forest policies,
e.g. by UNFF and former global policy
processes as well as the MCPFE. The concept
of NFPs was developed in an international
context and has repercussions in European
countries (see also Hogl et al. 2009). On a
formal level, forest policies in Europe are
relatively well coordinated with other sectors,
among public bodies as well as with
stakeholders. This is observed - again,
formally — for NFPs as well as other types of
policy documents, and, for Western and
Eastern European countries (Weiss et al.).
In spite of this observation, we should still
be aware that informal practices and
the implementation of the policies might
significantly differ from formal provisions.
National traditions and national-specific power-
relations are certainly still the dominant factors
in forest policy.
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EU enlargement can be assumed to be one of
the strongest drivers of policy convergence
in European countries. The country reports,
from new EU Member States (MS), report on
the rapid changes in national policies in the
course of the accession process. The COST
Action E51 national representatives mentioned
that the date of policy documents in relation
to the accession process often explains
the use of certain terms and formulations
within the documents, as EU policies had
a strong influence on the policies. Again,
rhetoric is quicker than substance: Sarvasova
et al. illustrate the example of the RDP
and how policy measures do not follow
at the same pace as policy goals. Such direct
links of national policy documents to the
European level also become visible in the
analysis of forest and forest-based industry
documents in several European countries:
Niskanen et al. show how, after the creation of
the FTP Vision 2030, policies are specifically
related to this document. However, national
priorities still shape the contents of public and
private policies in the sector (Tykka et al.).

In relation to the EU RDP, the detailed
analysis by Sarvasova et al. describes the
coordination aspects in temporal, vertical and
horizontal dimensions. The six countries that
were analysed include three old and three new
Member States. During the accession period,
three different policy documents regulated
rural development measures. Instead of
the SAPARD programme for the accession
countries and the Rural Development Plans
and Special Operational Programmes
Agriculture and Rural Development for
different territorial categories in EU countries,
only one regulation for Rural Development
Programmes is employed today. Still, the
analysis shows large differences in the
application of the new guidelines for the
ongoing planning period of 2007-2013. There

is much leeway for the MSs in the
implementation, and this freedom in the
vertical coordination processes is used

extensively. Silvicultural activities are in
most countries typically financed under
Measure 122 “Improvement of the Economic
Value of the Forests”, which aims at a stronger
competitiveness of the sector, whereas
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Germany, in contrast, finances silviculture
under Measure 227 “Non-productive
investments”, which aims at the improvement
of the landscape. While silviculture is in the
first case seen as a business activity,
Germany seems to interpret it more from
an environmental perspective. The study
concludes that national actors and institutions
seem much stronger in the implementation
of the rural development measures than the
EU guidelines. The horizontal dimension is
discussed by using the example of innovation
support. Innovation-oriented measures are
defined quite broadly, embracing all
conceivable measures that could improve the
economic value of forests, including traditional
and innovative measures, and process and
product innovations. Member States define
their national priorities in light of this all-
embracing scope. Slight differences exist in
the formulation of different measures in the
guidelines but the national interpretations even
wash down these differences. All in all, the
envisaged grand narrative of a reformed CAP
— such as the move towards the support of
integrated rural development instead of a mere
sectoral support of agriculture — does not
seem to be strongly evident. Sectoral goals
are still strong and influential and, on top of
that, national interests still have strong power
in order to undermine policy goals from the
higher EU level. Broad policy changes are not
realised from one day to the other or,
respectively, from one planning period to the
other.

The diffusion of policy solutions or institutions
in policies is specifically addressed by
the example of the Forest-based Sector
Technology Platform (FTP) in the sections by
Niskanen et al. and Tykka et al. The first paper
aims to grasp, based on the study of six
countries, how far new common policy
patterns are diffused to national policies.
Niskanen et al. look at the forestry and forest
industry policies and assume that the FTP is a
major process fuelling such policy diffusion.
The FTP is seen as the guiding policy
formation process for the sector on the
European level and is analysed based on its
Vision 2030 document, as well as the Strategic
Research Agenda (SRA). The comparison

of the Vision 2030 and the SRA with the
national policy documents shows that the
establishment of the FTP documents initiated
a temporal and spatial cluster of policy reform
in the fields of forestry and forest industry
policy. The authors are rather surprised by the
depth of diffusion as they observe five
similarities: The major concern of forest and
forest industry policies of Western European
countries consistently seems to be a possible
decline of international competitiveness.
There is nonetheless a strong trust in the
positive role of sustainable development
in strengthening the competitiveness of the
forest-based industry in the long run.
Environmental issues and social demands are
formulated in very similar ways. New forest-
based business opportunities are seen in
the fields of bio-energy, tourism, carbon
sequestration, provision of water and amenity
services. These similarities are especially
pronounced in the forestry and forest industry
policies of Austria, Finland, Norway and
Sweden. However, the policies from Poland
and Romania are much more related to
traditional technological development, as the
sector is not well developed yet in these
countries. The key objectives of the SRA are
well represented in the four Western European
countries, and to some extent in Poland and
Romania. The authors conclude that the policy
diffusion was most likely caused by a process
of transnational = communication.  More
specifically, the diffusion may be related to
“international policy promotion”, furthered by
the FTP Vision 2030 and SRA, as well as
‘lesson drawing” and “transnational problem
solving”, facilitated through a number of actors
at both the national and international levels,
such as the interest organisations of the
sector. International regulatory means are of
less significance in the sector but regulatory
competition, in addition, might have also
played a role in the diffusion process because
national governments need to provide their
industries with supportive legal and political
frameworks, adjusted to the surrounding
international conditions.

The second paper (Tykka et al.) focuses on

the formulation process and the content of the
National Research Agendas (NRAs) that were
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established by the National Support Groups of
the FTP. The majority of the eleven NRAs that
were included in the analysis follow the
predefined structure of the Strategic Research
Agenda (SRA) of the FTP and express a
similar understanding and similar innovation-
related goals. However, the specific topics do
differ between countries and the promotion of
the countries’ industries is strongly adapted to
their industrial structures. In sum, the NRAs
are strongly predefined in their structure by
the SRA, but their contents are strongly
adapted to the industries’ characteristics in the
respective countries. This seems predicable
but, at the same time, it poses the question of
to what extent have new views on innovation
support been transported through the FTP?
The SRA aimed at broad innovation support
and broad involvement of the stakeholders.
They are an example of new collaborative
governance in which a change from the
top-down steering of sectors to a more
participatory cooperation is expected. In fact, a
high number of stakeholder organisations
were involved in the creation of the NRAs,
mostly however, only from the concerned
forest-related sectors. Beyond the forestry and
forest industry sectors, the agriculture and
energy sectors were hardly involved in
the formulation process. This reinforces
observations that the forest sector, like other
traditional industry sectors, is hardly open to
the inclusion of wider interest groups, a factor
that would be seen important for the support of
innovation. It, therefore, seems that the FTP
process has not necessarily brought about
change towards more systemic approaches to
innovation policy within the sector. The results
of the analysis further indicate that innovation
support measures rather rely on traditional
instruments such as the public financing
of R&D but not so much on human resources
development or demand creation. When
comparing the scores of the NRAs with the
forest-based sector strategies (in the analysis
by Weiss et al., which is based on the same
questionnaire) it seems that the publicly
formulated sector strategies are more inclined
towards systemic approaches than the
industry-led NRAs. This, however, might also
be an implicit result of the different goals of
the sector strategies and the NRAs, the
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latter specifically focusing on R&D. It may
be concluded that the devolution of
responsibilities to the private sector does not
imply that the policy comes closer to the whole
of society but rather only to one segment, in
this case one industrial sector. It can further be
assumed that the power play between interest
groups is also found between sectors, for
instance, that sub-sectors with few large
companies are more successful in promoting
their interests than such with many small firms.

Therefore, what we see from both cases -
RDP and FTP - is, on the one hand, a
convergence of topics and concepts across
countries, which is partly due to direct
supra-national regulation (EU policies) but also
partly working through non-regulatory diffusion
processes. The forest-based industry policies
seem to be a case where the regulatory
means are of less importance than learning
across country borders. On the other hand,
national priorities often overrule supra-national
attempts at change, as can be seen in both
cases, the RDP and the NRAs. In the case
of the RDP, national and sectoral interests
seem to be so strong that even regulatory
instruments can hardly achieve their goals.
In sum, it could be concluded that the
coordination is often more symbolic than
substantial and that interests of powerful
groups effectively hinder policy changes and
capture the ‘rent’ of public policy. Certainly,
rhetoric converges much quicker than
institutions change. The change of language,
however, may indicate a change of the policy
discourse: discourses have their own power
and their change may be a first step in a long-
term change of policy practices and power-
relations.

4. Tensions between sectoral and
territorial approaches to innovation
policy: the example of territorial
goods and services of forests

The enhanced provision of territorial goods
and services in rural areas can be seen as a
combined product of market-driven responses
by the private sector, institutional action by
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government, and the activities of third sector
and hybrid bodies, which often seek to alter
the framework conditions in a sector or region.
The term ‘territorial goods and services’
describes the goods and services that embody
place-specific qualities of rural spaces, thereby
conferring a degree of distinctiveness and
local or regional identity on those products and
services. These place-specific qualities are a
product of local physical geographies that
create particular rural land use environments,
manifested in the French idea of ‘terroir,
of locally embedded cultural traditions,
particularly in food and crafts, and sometimes
perhaps the inventiveness of those seeking to
differentiate a commodity type product.

The emergence of territorial goods and
services as important components of rural
economies can be seen in part as a product of
the changing social composition of rural areas,
particularly through social change associated
with commuting and home-working and the
increased use of rural space for leisure and
recreation. Whereas the old rural economic
model revolved around a combination of self-
sufficiency and the exploitation of the natural
resource base for commodity exports from
rural to urban areas, the new model is much
more associated with an ingress of spending
power and a resultant decommodification of
markets and the development of new niche
products and services to supply the needs of
the in-migrant buying power. This can become
an active ingredient in ‘place making’.

The slow emergence of rural development in
European policy making

The decommodification of rural product
markets has not happened in a policy vacuum.
For a long time after its initiation in the 1970s,
rural development policy in the European
Union was largely directed towards
disadvantaged areas. These were defined by
common criteria regarding the Gross Domestic
Product. It has only been since the new
millennium that European rural development
policies have embraced all rural areas,

although higher levels of support are still given
to the most disadvantaged areas.

In addition to EU rural development thinking,
a city-regional conception of territorial
development has increasingly taken hold,
stimulated in part by the OECD’s new ‘rural
development paradigm’ (OECD, 2006) with
its emphasis on multi-sectoral territorial
development, but more generally by the
extension of urban hinterlands into more
deeply rural areas by the expansion of
transportation channels, relatively low costs
of movement and massively improved
information technology systems. Those in the
Regional Policy Directorate in the European
Commission have also articulated strong
interest in this city-region concept. The OECD
has also stressed the importance of
developing new markets from environmental
goods and services (OECD, 1999), often in the
form of tourism and recreational products. This
is an arena ripe for institutional innovation,
building new policy linkages and often
requiring the internalisation of externalities
through new policy means.

Over the last two decades, the old structures
of the Common Agricultural Policy (CAP)
have been progressively modified, largely
under pressure from an internal budgetary
crisis in the European Union combined
with external pressures from the World
Trade Organisation to liberalise trade and
reduce European agricultural protection. Rural
development has emerged as the second pillar
of a reformed Common Agricultural Policy. It
has long been the poor relation of the first
pillar that comprises the now decoupled
production subsidies to farmers (the Single
Farm Payment), but it has slowly grown in
importance, taking up approx. 18.5% of
the CAP budget in the 2000-2006 funding
period (Dwyer, 2005). In its latest form, it is
structured under four axes: the first dealing
with competitiveness, the second environment,
the third quality of life and rural diversification
and the fourth conceived as a cross-cutting
axis on building local capacity, Liaisons
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Entre Actions pour le Developpement
d’Economie Rurale (LEADER), which was
previously a Community Initiative, and is now
mainstreamed.

The level of funding of the second pillar of
the CAP is vastly different from one EU
member state to another (Royal Society of
Edinburgh, 2008), with expenditure allocations
ranging from approx. £248 (€285) per ha of
Utilisable Agricultural Area in Finland to £206
(€237) per ha in Austria, to £57 (€66) per ha in
Germany and £22 (€25) per ha in Scotland
over the period 2000 to 2006. These figures
are a function of historic allocations between
the so-called first pillar and the second rural
development pillar and create a highly uneven
playing field in terms of funding. They reflect a
stronger commitment to territorial as distinct
from sectoral rural development in some
countries and massively limit the available
funding for rural development projects in
others.

Rural development policies are not articulated
in isolation from other areas of policy. In the
last decade, there has been a proliferation of
sectoral and cross-sectoral policy strategy
initiatives, some triggered by European
obligations, others from a still higher level,
such as Sustainable Development Strategies
in response to the Rio Earth Summit, and still
more as part of the architecture of national
policy. Given the growing recognition of the
role of innovation in economic growth, it is not
surprising that strategic documents make
reference to innovation as a means of
achieving wider aims.

Innovation rhetoric between territorial and
sectoral goals

The evidence presented by Weiss et al. in
Chapter V of this book, indicates the variable
extent to which innovation thinking is evident
in national strategy documents. What is less
certain is whether the rhetoric of innovation in
such policies is matched by action by public,
private and voluntary sectors on the
ground. Cross-sectoral and cross-strategy
co-ordination may be needed, and may
be essential where territorial goods and
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services are the object of attention. Tourism,
biodiversity and renewable energy, to
name but three examples, necessarily
intersect with the forest sector in practice.
Rural development policy should have a
central co-ordinating role. However, a cursory
analysis at the national level (see Slee et al.
2009) reveals a distinct lack of joined
up policies and a tendency towards ‘silos’
of policy. This has long been known for
the forestry sector (Glick, 1987) and
according to the work in the COST Action E51
it is also true for the forest industry sector
(Tykka et al.). If policy structures cannot be
integrated, there is little hope for a consistent
view of how innovation policy can be better
embedded in those policies.

Innovation in territorial goods and services can
take many forms. It can comprise product,
process or marketing innovations, or
innovations in institutional structures. It is the
latter area that has received particular
attention through the transformation of the
CAP and the deepening of the second pillar
relating to rural development. The precise
definition of innovation is often problematic in
the academic literature and has proven equally
difficult to assess in programme evaluation.
What may be new in one locale may be long-
standing in another region. Often innovations
are not so much novel products as ‘new-old’
reincarnations of former locality products, new
processes that retain traditional product
distinctiveness  but  improve  production
efficiency, new market developments or new
policy means. This type of development
process has been termed ‘neo-endogenous
rural development’ by Ray (2006) and may be
particularly important in developing new
territorially based enterprises with markets
for tourists or in-migrant or commuting
populations.

Forestry remains traditional

Forestry has been modestly included in the
guidance part of the CAP since the late 1980s
when production surpluses of farm products
led to measures to take farmland out of
production. These measures have tended to
persist since that time; and increasingly new
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rationales such as carbon sequestration in turn
drive the continuation of such policies.
However, in the last two funding periods since
2000, forestry measures have been much
more effectively embedded in the policy
framework.

As is shown in the chapter by SarvaSova et al.
in this volume, measures within the RDP that
relate to forestry are rather often traditional
and not highly innovative. Certainly in some
countries, this represents little more than a
repackaging of national forestry measures
under a new territorial framework. In practice,
of course, the framework is still not essentially
territorial. After the liberating experience of
strongly inter-sectoral and explicitly territorial
measures of the EU’s Objective 1 and 5b
support schemes in the 1990s, when
Guidance Funds (now Pillar 2) were integrated
with Regional Development Fund and Social
Fund measures, the new millennium
witnessed a retrenchment of support back
into the rural land-based sector. Rural
development policy is not really targeted at the
rural economy as a whole, but rather at the
rural land use sub-component of the rural
economy.

LEADER as an innovative policy approach to
bridge territorial and sectoral approaches

How far has innovation been embedded in
rural development policy in the last decade?
Most evidence suggests that active innovation
in policy design in the early 1990s with the
integrated development of rural areas being
addressed through innovative combinations of
funds and more especially by the emergence
of the LEADER initiative. LEADER was
identified by many commentators as an
exciting innovation with its explicit advocacy of
local territorial public-private partnership as a
vehicle for supporting development in less
favoured areas, which had been left behind
and marginalised by the normal processes of
economic growth. It was also innovative in that
it was seen as a vehicle not so much for
supporting market-based developments but for
supporting the social and cultural sectors, with
the implication that such an investment would
ultimately feed through to economic outcomes.

In practice, LEADER can be seen as a means
of strengthening local capacity and delivering
new forms of governance. In the early years,
LEADER Local Action Groups stood outside
the normal structures of local government.
This radicalism was also stifled over time as
municipal authorities resented the rather
flexible development support regimes that
LEADER offered and made sure, in
subsequent rounds of funding, that LEADER
was ‘tamed’ and brought more firmly under
traditional public sector control.

Innovations in territorial goods and services
need innovative policies that enable
endogenous innovation processes

In many ways, the co-ordination of policy, let
alone policy for innovation is bound to be
more problematic in the non-wood products
sector than in timber processing. Territorial
goods and services often have public
good characteristics. They demand public
intervention to ensure their optimal delivery.
This can lead to innovation in policy means,
but that innovation is often in the form of local
coalitions and partnerships, rather than the
result of top-down strategic frameworks.
This comprises a more endogenous type of
innovation than that engendered by strategic
policy documents (though such documents
could create the enabling means). As well as
public goods, there may also be opportunities
for market based territorial goods and
services.

There is little doubt that regional identity will
increasingly be used as a means of product
differentiation. There is little doubt too, that
place specificity can be enhanced by place-
making policies. The role of the European
Union in developing protection through
protected origin foodstuffs is a clear example
of this at work. Innovation policies clearly
intersect with such initiatives, often implicitly
rather than explicitly and often indirectly rather
than directly.

Teasing out the extent to which innovation
policy is embedded in other policy strategies is
a challenge. In relation to territorial goods and
services, it is entirely appropriate to assign a
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central role to innovation in enhancing the role
of territorial goods and services in rural
development. What is less certain is whether
this emerges from national strategies or is
more a product of endogenous local
responses and the emergence of place-
specific partnerships, which recognise local
distinctiveness, not just in terms of products to
sell, but also in configuring the local
constellations of actors and partnerships on
which such development strategies are built.
The purpose of COST Action E51 is to better
understand how innovation policy can better
connect to other policies and to the
development platforms in which innovation
necessarily takes place, thereby getting to the
core of understanding as to how innovation
occurs in relation to territorial goods and
services.

5. European policies and the need
for regional/local innovation
infrastructure for rural SMEs: the
example of wood value chains

Innovation is a core characteristic behind the
competitiveness of enterprises and industries
in knowledge-based economies. Innovations
and the knowledge base behind these are
among the key managerial issues, including
the traditional industries and their associated
clusters and networks. It is becoming
increasingly important for  public-sector
organisations to systematically develop the
knowledge services that are necessary for
companies in traditional industries, especially
for SMEs. New knowledge is necessary to
create new products, processes and services
as well as organisational and marketing
solutions through innovation processes (Oslo
Manual, 2005). The knowledge necessary for
innovating enterprises covers a variety of
disciplines. The majority of traditional
enterprises cannot afford to develop that
knowledge in-house. Temporary knowledge
services are especially relevant for SMEs in
their innovation processes and these services
are not always offered by private consulters or
affordable for small companies, which is why
public institutions increasingly need to step in.
(Innovation tomorrow, 2002)
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Policies have noticed innovativeness among
traditional industries as an issue but small and
medium-sized firms need specific policy
approaches

The fast internationalisation among traditional
industries and related business has weakened
and challenged their specific competitive
advantages during the last two decades.
Policy goals referring to innovation options and
activities can be found in a wide range of
policy documents. Enterprises in traditional
industries conducting innovation processes
tend to achieve higher than average
shareholder returns and market valuations.
This may be an explanation for the European
Commission’s efforts to promote
innovativeness in  traditional industries.
Innovativeness, adopted as a cross-cutting
policy objective in the European industrial
policy, means challenges for the traditional
industries to fully use the options to improve
their competitiveness (Communication on
Industrial Policy in an enlarged Europe, COM
2002). Industry-wide technology platforms
have been created by industry stakeholders to
mobilise Europe’s research, technological
development and innovation efforts. The
European Confederation of Woodworking
Industries (CEI-Bois), the Confederation of
European Forest Owners (CEPF) and the
Confederation of European Paper Industries
(CEPI) initiated a process to establish a
technology platform for the forest-based sector
(FTP) in 2004. The Strategic Research
Agenda (SRA) of FTP is aimed to support the
wood-based value network in their further
development. The National Research Agendas
(NRAs) are the instruments to implement the
SRA on national level. These NRAs, now
available from 17 countries, transfer the SRA
objectives for forest-based sector development
in each participating country for their specific
circumstances and needs in the country.
NRAs aim to promote new technology
implementation and thus complement relevant
national policy documents to become more
concrete. NRAs are forest sector specific
research support activities (EC Innovation
papers no. 28). The COST Action E51 action,
particularly focusing on the policy coordination
in order to foster innovation activities,
discusses how far and in which ways the
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NRAs address innovation activities as policy
objectives and how their formulation
addresses different public and private actors.

COST Action E51 research findings from
forest-based value chains support findings
from other studies of traditional industry
sectors in Europe as far as what concerns
competitive advantages: Their strengths
compared to multinationals are (a) product
differentiation, (b) successful specialisation to
niche markets and (c) product innovations
inside successful value chain architectures.
Individual enterprises tend to benefit from the
current regional and local value networks but
need new innovative marketing solutions to
make new and current products and services
visible and available in the EU markets.
By implementing the SRA of the FTP,
the NRAs increase the innovativeness and
competitiveness of the forest-based sector by
fostering cooperation via joint projects
between universities, research institutes,
industry and other commercial actors. The
eleven NRAs consider — according to the
COST Action E51 findings — innovations
mostly as narrow technological innovations in
industrial companies to develop new products
for the markets through traditional R&D
processes. According to the text analyses, the
NRAs hardly address the importance of using
embedded local technology knowledge and
investing in having a presence on local
customer markets. The latter have traditionally
provided major business advantages among
SMEs, thereby providing a counterforce to the
cost leadership of their multinational
competitors.

Policy actions to improve innovation
infrastructures are needed in addition to direct
innovation project financing

Innovation activities among SMEs in traditional
industry and service enterprises are not
performed in isolation, but rather through
cooperation with other enterprises and
Knowledge Intensive Business Service (KIBS)
providers (Rametsteiner, 2000). There are —
according to COST Action E51 research
findings — benefits from policy diffusion
through (a) international harmonisation and

mutual policy adjustment among different
countries facing similar competitive pressures,
(b) learning by interacting from experience in
other countries in order to deal with domestic
problems, and (c) transnational problem-
solving with joint development of common
solutions to similar domestic problems and
their subsequent adoption on national level
(Tykka et al.).

The creation of the Technology Platforms
and related SRAs towards nation-specific
NRAs reflects the European and national level
tendency towards a new governance approach
that delegates public sector tasks on the
EU level to the private sector. This new
institutional arrangement is considered to
provide a way out of hierarchical co-ordination
(Arts and v Tatenhove, 2004). The policy
targets of FTP through its SRA and
corresponding NRAs favour radical innovation
targets in the policy objectives addressed. The
eleven NRAs analysed by Tykka et al. do not
rely on a systemic innovation approach. The
majority of these NRAs tend to follow identical
patterns, giving only little support to the
forestry chain in product and process
objectives but more with regards to wood-
based industries, pulp and paper, and bio-
energy. The documents are mostly concerned
with traditional innovation support goals and
lack the engagement of different stakeholders
from the public and private sectors.

The inefficient use of new knowledge among
SME managers, which is identified frequently
as incomplete KIBS use, has turned out
to be a transnational feature that concerns
wood-related value chains (Arnold and
Thuriaux, 1997). The KIBS supply can be
arranged through regional and rural policy
implementation and thereby provide channels
to traditional industry SMEs to learn from
experience in other countries. Together with
systemic support in the recent innovation
policy, they would strengthen public-private
partnerships and collaboration between firms
and external partners in the research sector.
Policy formulations concerning cross-sectoral
interaction and co-operation are desirable to
open up the frequent lock-in situations in
mature industries.
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The promotion of KIBS supply in cluster
formation and development support s
discussed in the third paper (Ollonqvist and
Rimmler). KIBS providers constitute links
between the knowledge creation proceeded
through technology platforms and network-
facilitating policy implementation tools in
European innovation policy (Reid and
Peter, 2008). Innovation policy favouring
cluster-based (macro, meso or micro
cluster) national implementation can be
identified in the background of cluster
specified centres of expertise, science parks
but also regional development agencies
(Boekholt and Thuriaux, 1999). The three
modes of clusters can provide supportive
innovation environments through functional,
social and geographical proximities. However,
they do not share the same sectoral and
regional system support. Regional and local
innovation system support is important for
SMEs calling for coordinated innovation
system support. Traditional SMEs primarily
learn by interactions with actors at the same
location. Knowledge that is relevant for them is
typically non-codified and transferred by face-
to-face communication.

Transnational learning could improve policy
coordination in innovation processes

Forest and forest industry policies encouraging
public-private partnerships towards the better
coordination of R&D efforts and subsidised
capital supply for investments into new
business innovations match with the specific
needs among the innovation processes of
forest sector SMEs (Finland and Sweden in
the chapter by Niskanen et al.). Policies that
accentuate direct technology imports indirectly
favour the joint development of common
solutions with international partners (Poland
and Romania in the mentioned analysis).
The innovation processes, benefiting from
transnational learning through interacting
activities that transmit experience from other
countries, tend to postpone domestic efforts to
implement problem-solving approaches in the
enterprises. The latter concern the supply
modes and extensions in KIBS services.
They can provide traditional industry SME
manager’s high-tech knowledge transition
through the intake of imported machines,
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technologies and best practice solutions.
Research related to innovation activities tends
to move from the national policy system level
nowadays to increasingly cover issues of
innovative milieus and institutions that support
the emergence of regional value chains and
networks. Sectoral and regional innovation
systems have qualified as factors that can
both impede and support innovations. National
and international linkages are, however, still
significant for innovation policy parallel with
the more local networks (Simmie, 2004).
Leading innovators also rank quite highly
certain sources of knowledge that are not
associated with space. These include
specialised standards such as technical,
health and safety, and environmental
standards and regulations, which are usually
set by government and industry bodies
(Simmie, 2004).

The COST Action E51 findings address policy
stakeholders to put forth more effort to
coordinate SME relevant innovation support.
There coexist micro and small enterprises in
the European forest sector regional and local
clusters. There are region-specific needs to
tailor systems that can enhance innovation
processes among micro and small enterprises.
The identification of these needs is a specific
challenge for policy integration.

6. Summary needs for policy
improvements

For a better integration of innovation into forest
related development policies, the awareness
for the importance of integrated innovation
for a sustainable development of the sector
is necessary. Systemic innovation support
should be strengthened and further developed.
Systemic measures would include the
development of innovation infrastructure on
the local-regional level and the support of
bottom-up initiatives. They would further
actively initiate cross-sectoral interaction
for the benefit of both innovation fields: in
territorial goods and services, and in wood
value chains. In order to support innovation in
territorial goods and services, specific policies
are needed, among others, because of the
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often-found public good characteristics.
Policies need to support local networks and
partnerships that develop and implement
innovation. In addition, wood value chains
need specific policy measures that recognise
the sectoral characteristics and specific needs
of SMEs.
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List of Abbreviations

CA
CAP
CEIl-Bois
CEPF
CEPI
COST
DUI
EAFRD
EFRD
EPI
EU
FNFP
FP7
FTP
GDP
ICT
IPR
KIBS
LEADER
MAP
MCPFE
MS
NFP
NIS
NRA
NRP
NSG
OECD
R&D
RDP
RIS
RTD
S&T
SAPARD
SME
SRA
STI
UNFF

Competitive Advantage

Common Agricultural Policy

European Confederation of Woodworking Industries
Confederation of European Forest Owners
Confederation of European Paper Industries
European Cooperation in Science and Technology
Doing, Using, Interacting

European Agricultural Fund for Rural Development
European Fund for Regional Development
Environmental Policy Integration

European Union

Finnish National Forest Program

EU 7th Framework Programme for Research
Forest-based Sector Technology Platform

Gross Domestic Product

Information and Communication Technology
Intellectual Property Rights

Knowledge Intensive Business Services

Liaisons Entre Actions pour le Developpement d’Economie Rurale
Multi Activity Programme

The Ministerial Conference on the Protection of Forests in Europe
Member State

National Forest Programme

National Innovation System

National Research Agenda

National Reform Programme

National Support Group

Organisation for Economic Co-operation and Development
Research and Development

Rural Development Policy

Regional Innovation System

Research and Technology Development
Science and Technology

Special Pre-accession Assistance for Agriculture and Rural Development

Small and Medium-sized Enterprise
Strategic Research Agenda
Science, Technology and Innovation
United Nations Forum on Forests
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Annexes

Annex 1: Guidelines for country reports.

Data collection guidelines and data collection templates for the country reports of COST
Action E51.

1. Introduction
1.1 Background and objective

The following document aims at guiding the document analysis and data collection in the first
phase of the COST Action E51 “Integrating Innovation and Development Policies for the Forest
Sector”. The Cost Action runs from March 2006 until March 2010 and aims at developing
knowledge that enables the integration of innovation and development policies for a more
effective and sustainable development of the forest sector.

In the first phase, running from October 2006-September 2007, the participants will study the
integration of innovation in different policy areas and their effects on innovation in the forest
sector. The two tasks in the first phase are:
Task 1: Analysis of existing EU as well as national strategies and programmes and their
implementation mechanisms on: innovation, rural development, regional development and
sustainable development policies, and
Task 2: Appraisal of effects of these programmes on forestry and forest sector enterprises.

The guidelines for document analysis in phase | consist of three parts (Part A, Part B, Part C)
covering tasks 1 ‘Analysis of relevant programmes and their implementation’ and task 2 ‘Analysis
of effects’ of the Scientific Programme. The following figure sketches the structure of the
guidelines.

PHASE |
Task 1 Task 2
Part A — Part B — Integration of Part C —
General Information innovation Appraisal of
Effects
General Information: Document Analysis: Evaluation of output:
= Background = |nnovation orientation = Support for innovation
= General description of = Innovation support * Relevance for forest sector
contents = Cross-sectoral coordination = Policy continuity
Policy Documents: For Rural Development Programme

2000-2006 by sub-group

Forestry P.: Regional or National Forest Programme

Forest based industries policies: Sector Policy Strategy

Innovation P.: Regional or National Reform Programmes

Rural Dev. P.: Regional or National Rural Development Programme
Regional Dev. P.: Regional Development Programme

Sustainable Dev P.: Regional or National Sustainable Development Strategy
Renewable Energy P.: Renewable Energy Strategy

Noo,ON =

Figure 1. Structure of guidelines for phase 1
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Altogether seven policy areas and respectively seven key policy documents (see Figure 1) will be
analysed. In ‘Part A’ a short overall description of the concerned policy documents will be given.
In ‘Part B’ the concerned policy documents will be analysed along the questions how innovation is
integrated, how forestry or the forest sector is integrated and how cross-sectoral coordination
takes place. In ‘Part C’ the effects of policy will be appraised on the basis of existing monitoring
data and evaluation reports.

This document provides guidelines and data collection templates (tables) to facilitate the
collection of information. For each policy area all tables covering Part A and Part B
should be filled in separately. Part C is only valid for the analysis of the Rural
Development Programme 2000-2006 (by a sub-group of the COST Action).

The guidelines serve to prepare the Country Reports and to facilitate work in the second phase of
the Action.

The country reports will be further used in the following ways:

* Online publication: all country reports will be published on the COST Action E51 website
(www.boku.ac.at/coste51);

* Cross-country comparison: A number of cross-country comparisons on particular
aspects will be jointly conducted by small teams, according to the interest and preferences
of participants.

« Joint journal articles: On the basis of the country comparison, several joint publications
(journal articles) will be compiled by individual teams.

+ Research questions for phase 2: During the compilation of country reports and the
country comparison participants will identify research needs which could be pursued in the
second phase of the Action.

1.2 Guidelines for compiling country reports and timetable

Compiling the country reports is done in two steps. First, participants will contribute to chapter 3 of
the guidelines, i.e. identify important innovation areas in their countries and search and select the
documents they will analyse in the further course of the first phase. Participants were asked to
submit chapter 3 by end November. Those participants who have not submitted the chapter are
asked to do so as soon as possible (ewald.rametsteiner@boku.ac.at, anja.bauer@boku.ac.at).
This first step serves as an important basis for the further analysis. The second step will be the
analysis of the documents in chapter 4 (Part A and Part B, Part C for a sub-group). This work will
be done from January to April 2007.

Chapter 5 provides an outline of the structure of the country report. The country reports consist of
the input to chapter 3 as well as all filled in tables (Part A and B) for the seven concerned policy
areas.

The Management Committee (MC) members are in a key role in preparing the Country Reports. It
is in their responsibility to secure that the Country Reports are prepared according to the agreed
guidelines and that they are as comprehensive as possible. MC members will distribute
responsibilities and allocate the work to collect information and compile the country report or will
designate a responsible person in their respective country.

The following points have to be taken into account while compiling the Country Reports:
» If any of the required information is not available, please indicate: “n.a.”
* The latest available documents and information should be used
»  Whenever possible use word search function for analysing the document
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« The country report should be understandable without a need to consult further sources,

» Research reports, literature or other sources of information should be reported whenever
possible,

+ Whenever there are uncertainties or double-meanings when filling in answers, use the
comments sections to explain why you have chosen a particular category or statement,

*  Wherever possible, individual judgements of experts should be cross-checked by other
participants from your country. This is particularly relevant for chapter 3.1, where the
baseline of the current forest sector “innovation frontier” is established for a country.

1.3 Timetable
The following table presents the time schedule for compiling the Country Reports.

Table 1. Timetable for compiling country reports

Draft guidelines for phase 1 ready October 2006
Discussion of draft guidelines at 15t meeting October 2006
Discussion of draft guidelines at 3 SG meeting 2 November 2006
Draft final version of guidelines to MC members Mid-November 2006
Working Group meeting — Final guideline specification and joint 5" 6" December 2006
analysis

Final drafts of the country reports April 2007
Presentation and discussion of draft country reports at 2™ meeting May 2007

Final drafts to editorial board June 2007
Annotated drafts from the editorial board to authors August 2007
Country reports ready September 2007
Country reports published on-line October 2007

2. Definitions and Operationalisation
2.1 Innovation

In the 1st Joint WG and MC meeting the participants agreed to use the OECD definition of
innovation as the reference definition for the work within the COST Action. The OECD (2005)
defines innovation in its Oslo Manual™ as “[...] the implementation of a new or significantly
improved product (good or service), or process, a new marketing method, or a new organisational
method in business practices, workplace organisation or external relations.”

The minimum requirement for an innovation is that the product, process, marketing method or
organisational method must be new (or significantly improved) to the firm. This includes products,
processes and methods that firms are the first to develop and those that have been adopted from
other firms or organisations (OECD 2005). Besides being new to the firm innovations may be new
to a country or new to the world.

A common feature of an innovation is that it must have been implemented. A new or improved
product is implemented when it is introduced on the market or when it is taken into use by
customers.” New processes, marketing methods or organisational methods are implemented
when they are brought into actual use in the firm’s operations (OECD 2005). In addition to the

"2 Source: OECD 2005: Oslo Manual: Guidelines for Collecting and Interpreting Innovation Data, 3rd Edition.

3 This includes also innovations in public goods that are not marketed goods and services. Further it includes such goods
and services that are offered by for example public entities, are used but are not paid for by consumers. For example
mountain bike routes in some countries are paid for in others they are offered for free.

161



Annex 1: Guidelines for country reports

definition by the OECD we will also include institutional innovations in our classification of
innovation to cover important changes on the organizational level, changes in laws and policies,
etc.

2.1.1 Innovation types: classification
The Oslo Manual distinguishes four main types of innovation — product, process, marketing and

organisational innovations — which are further sub-divided (see Figure 2). We further add
institutional innovation as a separate category.

I | 1 | 1
[ Product ] [ Process ] [Marketing] [Organisation] [Institutional]

Good ] Production ] ( Design/ ) ( Business ) _(Organizations\
Method L Packaging ) \practlce/mode) L )
. . 4 ) 'd T\ '
Service Delivery Product Workplace Laws &
Method Placement organisation Policies
(. J (. J/ (.
Product ([ External | (" Procedures )
promotion relations
(. J/ (. (. J
Firm level innovations —
Pricing
|

Figure 2. Typology of Innovation — modified from OECD 2005

A product innovation™ is the introduction of a good or service that is new or significantly
improved with respect to its characteristics or intended uses. This includes significant
improvements in technical specifications, components and materials, incorporated software, user
friendliness or other functional characteristics.

A process innovation is the implementation of a new or significantly improved production or
delivery method. This includes significant changes in techniques, equipment and/or software.

A marketing innovation is the implementation of a new marketing method involving significant
changes in product design or packaging, product placement, product promotion or pricing.

An organisational innovation is the implementation of a new organisational method in the firm’s
business practices, workplace organisation or external relations. An organisational innovation is
the result of strategic decisions taken by management.

Organisational innovations in business practices involve the implementation of new methods for
organising routines and procedures for the conduct of work. Innovations in workplace organisation
involve the implementation of new methods for distributing responsibilities and decision making
among employees for the division of work within and between firm activities (and organisational
units), as well as new concepts for the structuring of activities, such as the integration of different
business activities. New organisational methods in a firm’s external relations involve the

' More detailed specifications of these definitions can be downloaded from the Intranet of the COST Action E51- website:
http://www.boku.ac.at/coste51.

162



Annex 1: Guidelines for country reports

implementation of new ways of organising relations with other firms or public institutions, such as
the establishment of new types of collaborations with research organisations or customers, new
methods of integration with suppliers, and the outsourcing or subcontracting for the first time of
business activities. As business model innovation is not an explicit category in the OECD
definition and classification, it should be included under this category.

Besides the above classified types of innovation that refer to innovations on a firm level, the
concept of institutional innovations is of increasing relevance when analysing policies and
institutions. Institutions are understood here to denote “the rules of the game”. Institutional
innovations refer to innovations in the public/policy sphere. Institutional innovations may include
new or adaptation of existing organizations, new or significantly modified rules as laid down in
laws, decrees or policies as well as new or significantly modified procedures in developing and
implementing policies.

2.2 Innovation policy and innovation support
2.2.1 Innovation policy approaches: classification

The understanding of innovation policy has considerably changed over the last decades and
varies from country to country. The two dominating approaches are the traditional Science and
Technology policy approach as it was prevailing in most OECD countries in the post war period
and the systemic innovation policy approach that has gained increasing importance during the
last two decades.

1. Traditional S&T policy approach: The ftraditional Science and Technology policy
approach is ideal typically characterised by the following elements:

o0 A basic understanding of innovation processes as being linear, starting with laboratory
science and moving through successive stages until new knowledge is built into
commercial applications that diffuse in economic systems.

o Innovation is seen as the end of research and development processes (solely).

o Policy focuses on fostering critical directions of scientific and technological advance,
and enhancing the flow of knowledge down along the innovation chain (Lengrand et al.
(2002)).

o There is a distinct role for education/university ministries and economy/industry
ministries dealing with innovation as a tool for encouraging investment and modernizing
firms.

o Main policy instruments include:

- public financing of research in universities and public research institutions,

- subsidies to industrial R&D, and

- securing intellectual property rights through more embracing and enforceable
patents.

2. Systemic innovation policy approach is ideal typically characterised by the following
elements:

o Understanding of innovation as a complex process, taking place in an environment of
interacting actors and institutions (innovation system); having multiple sources (apart
from research activities); and running through multiple feedback loops between the
different stages.

o Policy approaches the systemic environment in which innovation take place in ways that
can better inform decisions about research, commercialisation, technology adoption and
implementation, etc.
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o The role of policy is to solve problems that occur within innovation systems, e.g. by
supporting the creation and development of institutions and organisations, supporting
network development, facilitate transition and avoid lock-in (Edquist and Johnson 1997).

o Policy instruments are not only directed to individual organisations (e.g. research and
development subsidies, management support) or bilateral relations (e.g. knowledge
transfer), but also to the innovation system as a whole (e.g. managing interfaces and
organising learning platforms) (Goorden 2004).

o The scope, scale and actors of innovation policy are widened. Innovation policy is no
longer limited to the economic domain but is placed on the agenda of various policy
domains, such as industrial policy, policies for science and technology, education,
health, ICT and other sectoral policies.

In reality different mixes of the two policy approaches will be observable within one and the same
country’s ministries, where some rely mostly on the traditional approach while others may have
changed their policy and institutions according to the systemic innovation policy approach.

For the analysis within COST Action E51, each of the documents should summarily be assessed
in how far the document, in its innovation related parts, reflects the thinking and spirit of the more
traditional science & technology policy or the more systemic innovation policy approach. The
result of this assessment should be expressed qualitatively, using the characteristics as described
above as indicators.

2.2.2 Innovation support: classification

Innovation support can take many forms from direct funding of research and development
activities to the support of the diffusion of innovations, to improving the knowledge base and
interaction of actors, to adapting framework conditions. Some of these support measures are
targeted directly at fostering concrete innovation activities, others are of structural character.
These measures may be introduced without the explicit aim of fostering innovation. For the
analysis of the documents measures along the following six categories of ‘innovation support’ will
be distinguished:

1. Research and Development: This includes innovation support in a narrower sense, i.e.
financing of basic and applied research, development of new products or processes, pilot
projects, demonstration projects and support for the commercialization of innovations.
Support for Research and Development generally aims at innovations new to the sector
(forest sector), i.e. products, processes, marketing and organisational methods that have
not been introduced to a particular sector in a particular country before. Throughout the
document analysis the following sub-categories of Research and Development will be
applied:

» Enterprise research, i.e. support for applied research in the enterprise or in cooperation
of enterprise and science organisations,

» Development of new products, processes, marketing methods, organisational models by
enterprises,

+ Pilot projects and demonstration projects,

+ Commercialization of new products by enterprises.

2. Diffusion of innovation: This includes support for the early and broad adoption of named,
already known goods, services and processes by enterprises in a sector in a specific
country. It excludes support to standard managerial processes or late adoption (e.g.
species diversity support or road building in forestry or standard IT in SMEs). Throughout
the document analysis the following sub-categories of diffusion support will be applied:
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« Diffusion of products (for example subsidies for bio-energy installations; support of the
introduction of recreational facilities),

« Diffusion of processes (for examples investment support for the acquisition of
significantly new machineries/technologies, incl. advanced information technology for
production or logistics, etc.),

+ Diffusion of marketing methods (e.g. addressing new customer groups, market
segments),

+ Diffusion of organisational models (e.g. financial or informational support for the
establishment of co-operations).

. Strengthening the knowledge base: The innovation capabilities of a firm, a sector or an
economy among others strongly depend on the availability and quality of human capital, i.e.
individual know-how, skills and motivation of entrepreneur and employers, level of
qualification and competencies of employers. Further, the access to and exchange of
information and knowledge influences the innovation propensity as well. The following
activities are examples of how to strengthen the knowledge base for innovation:

* Integrating innovation in education, e.g. new educational curricula,

» Strengthening further/vocational training,

+ Addressing shortages of scientists and engineers in particular fields,

* Integrating innovation in extension services,

* Promoting mobility of high-skilled personnel,

* Promoting mobility between science and practice.

. Promoting interaction/ managing interfaces: Firms do not innovate in isolation. Rather a
range of other actors/ organizations contribute in different ways to innovations, e.g. other
firms/competitors, research organisations, extension services, interest groups, etc.. Policy
may foster innovation by strengthening the interaction between different key actors in the
forest sector, among others through:

» Promoting horizontal co-operation — between forest holdings,

» Promoting vertical co-operation — along the forestry wood chain,

* Promoting public — private partnerships,

* Promoting cooperation across sectors,

» Promoting university/research institutions — enterprise cooperation,

* Promoting interaction with users (customers and consumers).

. Public demand creation for innovation: The demand side is crucially important for the
promotion of innovations. Policy may not only promote innovations by supporting the input
— side but also by inducing demand for innovation. This is often applied in the case of
environmental/sustainable innovations. The following activities may be implemented to
strengthen the demand for innovation:

» Reorientation of public procurement policy (creating consumer demand),

» Support for lead users, or public agencies acting as lead user,

* Clear demand expression through communication.

. Improving frame conditions: General framework conditions including institutions such as
laws, regulations, standards, taxes or the access to financing have a crucial influence on
firms’ decisions to innovate. Changing framework conditions is often not in the
responsibility of sectoral policies. The following list comprises a selection of policy activities
to improve framework conditions for innovation:
» Institutional reforms, e.g. change of forest law, property rights reform, support for the
establishment of new organisations,
+ Adaptation of tax laws, e.g. corporate taxes,
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* Improving access to financing, e.g. by providing guarantees,
« Adaptation of standards and norms, e.g. in the construction sector.

2.3 Policy co-ordination

Besides the integration of innovation in different policies the COST Action aims at analysing the
co-ordination of different policy areas and different sectors. Cross-sectoral co-ordination will be
analysed along the following categories:
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Co-ordination of processes and documents: The documents that will be analysed may
be linked and co-ordinated with other policy processes and documents. This might be in a
very formal way, e.g. a particular document has to follow the rules set by another
document, or by harmonization and mainstreaming processes or by formal or informal
coordination of actors (see below).

. Co-ordination of actors: Co-ordination of actors may take place on the administrative

level or between administration and stakeholders of different sectors:

* Administrative co-ordination:

o Intra-ministerial coordination: Refers to the co-ordination of different sections or
departments within the same ministry, for example the coordination of the agriculture
and the forestry department within the respective ministry.

o Inter-ministerial coordination: Refers to the coordination between different ministries,
for example the ministry for environment and the ministry for economy.

o Coordination between ministry(ies) and other public organizations: Other
organizations may include public agencies and councils, such as research councils,
etc.

» Participation of stakeholders: Refers to the involvement of private, mostly organized,
actors in political processes. Stakeholder involvement can take various forms from
consultation processes via written statements to the inclusion of stakeholders in formal
bodies and decision making processes. For example the National Forest Programme is
elaborated in most European countries with the participation of stakeholders.

. Mechanisms of co-ordination: Co-ordination may be formalized or take place on an

informal level. Since the analysis of informal co-ordination can not be done from document
analysis, we will focus on formal coordination mechanisms:
» Formalized co-ordination may manifest in the following elements:
o Formal (central) coordination body
Formal coordination process between key organizations
Inter-institutional working groups
Existence of advisory body
Formal consultation process
* Informal co-ordination.

(0]
(0]
(0]
(0]
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3. Step 1 - Preparatory Data Collection
The following preparatory work serves to prepare the document analysis.
3.1 Currently important innovation areas in the country

Not all innovations addressed in the documents to be analysed are necessarily recognizable or
specified explicitly as innovation, but are addressed under their specific name (e.g. to promote
bio-energy in countries where bio-energy is seen as an important innovative topic).

The most important current forest sector innovations (forest sector innovation frontier) for each
country should thus be identified before the document analysis in order to analyse whether and in
how far the diffusion of these country specific important innovation areas in the forest sector is
supported by different policies or documents.

Please list in the following table the most important product, process, marketing, organisational
and institutional innovations in the forest sector in your country separately for the two areas
territory-based services and value added chain.

Note that this preliminary list of seemingly important innovation areas in the country will be used
for searching the documents for these words (using the “word search” function). Please do thus
not over-specify (e.g. a certain detailed technical solution in construction). Please also exclude
incremental standard managerial processes, maintenance support or late adoption (e.g. niche
efforts for species diversity support, road building in forestry or standard IT in SMEs). For the
whole table those maximum 6-8 innovations should be identified that attracted most attention in
your country in the last 1-2 years. This might be reflected in the frequency of articles in
newspapers or professional journals, the frequency of related events, topics that are widely
discussed in the profession. Please specify these in broad categories (e.g. bio-energy in value
added chain), with further specification as appropriate (for bio-energy, e.g. particularly for district
heating). Please consult other COST Action E51 Working Group members in your country and
verify your selections.

This first indicative list should be updated in the course of document analysis with a view to have
a concise list of important innovation areas per country at the end of the first phase of COST
Action E51.

Table 2. Innovation areas: Please list the max 6-8 most important innovation areas for your
country

Area | Territory based services Value added chain

Type

Product

Process

Marketing method

Organisational
model

Institutional
innovations
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3.2 Specification of documents to analyse

Please specify the documents you will analyse for each of the seven policy areas in the table
below and shortly justify your selection if equal/similar documents exist, or if you have chosen a
document for a specific region. Please also fill in the publication date, the website from which the
document is available and whether and which specification documents exist. If no central/strategic
document for one policy area exists please indicate.

Generally, the latest available programmes/documents should be used for the analysis. For
example, for rural development policy the new Rural Development Programme 2007-2013 should
be chosen.

Regarding Renewable Energy Policy please choose a renewable energy strategy (if available). If
not available, please select (in this sequence) a strategy for generation of energy from wood, i.e.
biomass action plan or similar; the section on renewable energy of a broader energy strategy or
the renewable energy section of a climate strategy.

Concerning Regional Development Policy many countries have indicated to select their respective
national Regional Development Programmes. Where such document does not exist you could
rely on development strategies or programmes for particular regions, e.g. and INTERREG
programme or similar.

Table 3. Documents for Task 1: Please list the relevant documents

Forest Policy (Regional or National Forest Programme):
Document: Name and reference number
Publication Date:
Website:
Supplementary documents: Name and ref. number

Forest Based Sector Policy (Sector Policy Strategy), if any:
Document: Name and reference number
Publication Date:
Website:
Supplementary documents: Name and reference number

Innovation Policy (Regional or National Reform Programme):
Document: Name and reference number
Publication Date:
Website:
Supplementary documents: Name and reference number

Rural Development Policy (Regional or National Rural Dev. Programme, Forestry Part):
Document: Name and reference number
Publication Date:
Website:
Supplementary documents: Name and reference number

Regional Development Policy (Regional or National Regional Dev. Programme):
Document: Name and reference number
Publication Date:
Website:
Supplementary documents: Name and reference number

Sustainable Development Policy (Regional or National Sustainable Dev. Strategy):
Document: Name and reference number
Publication Date:
Website:
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Supplementary documents: Name and reference number

Renewable Energy Policy (Regional or National (renewable) Energy Strategy):
Document: Name and reference number
Publication Date:
Website:
Supplementary documents: Name and reference number

Part C “Appraisal of effects” will be undertaken only for the Rural Development Programme
2000-2006 as far as feasible and where country capacity allows their analysis. Please specify,
whether and which evaluation documents exist for the Rural Development Programme 2000-2006
in your country.

Table 1. Evaluation documents for Task 2: Please list available evaluation documents incl.
name, reference number and publication date

Rural Development Policy (Regional or National Rural Dev. Programme, Forestry Part):
Evaluation documents:
Publication Date:

4. Step 2 - Document analysis

4.1 Part A — General description

The objective of Part A is to provide general information on the policy document shaping the
respective policy field in the country. The following Table 5 ‘Part A — General document analysis’

guides the collection of the general information.

Please copy this table and fill in one table for each of the documents specified in Step 1
separately

Information should be rather general and give a basic overview on the document. This means you
should keep entries rather short (headings, headwords). The filled-in table should not exceed 2

pages.

Table 5. Part A — General document information

Name: In English

Adoption: ] Parliament [] Government [_] Ministry:

Please mark by whom ] Others: [ ] No formal approval
and at which level the Level:

document is adopted

[ National [] Regional [] Local
Adoption date:

Validity period:

Revision: Is (regular) revision/ update of the document planned? Has it already taken place, when?
Monitoring/ Is the implementation of the document formally monitored? Has an evaluation taken place? Is an
Evaluation: evaluation foreseen?

Related Please list further specifications or amendments of the document and documents that are closely
documents: related, i.e. have a direct reference to the document. This might include working programmes,

annexes, etc. These documents should be analysed together with the main document.

Geographical
scope:

[1 National [] Regional; name: [ Local, name:

Budget:

Amount of budget in € (indicate whether per year or for whole document period); indicate the
source for the budget, i.e. state, EU, regions, co-financed, etc.

General description of contents as written in document

Objective of the
document

Name shortly the main objective of the document (as written down in preamble, introduction part,
vision or mission statements).
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Priorities

Name the thematic priority areas of the document.

Structure

Shortly sketch the basic structure of the document, i.e. different thematic parts, basic elements
(e.g. action areas, indicators, etc.)

Measure Areas

Name measure areas as described by the documents and general types of measures the
document introduces.

Follow-up / Implementation

Follow-up
measures:

[1 No follow-up activities so far
] New or adapted funding programme(s) /budget line; name:
] New or adapted regulations/laws; name:

] New or adapted informational campaigns/instruments; name:
1 New or restructured institutions/organisations; name:
] Implementation in forest policy:

General comment:

List research needs you identified, they might be taken up in phase Il of COST E51
Name further reference sources used

4.2 Part B — Integration of innovation

The guiding question for the analysis of the respective document is: whether and how innovation
is taken up and integrated in the respective document.

Part B consists of three sections:

1. Overall Innovation Orientation (Table 6)
2. Innovation Support Measures (Table 7)
3. Cross-sectoral coordination (Table 8)

Please copy the respective tables and fill in one table for each of the documents specified

in Step 1 separately

Table 6 ‘Part B — Overall Innovation Orientation’ analysis bases largely on your expert judgement
and interpretation of the text in the document. If necessary verify your judgements with other
COST Action E51 participants from your country. The aim is to analyse in how far the document
uptakes and is oriented at the topic innovation in general.

This table should be filled in in more detail for those documents with a higher relevance for the
forest sector, e.g. the National Forest Programme or the Regional Development Programme. For
other documents, esp. the National Reform Programme be rather short (use headwords,
headings). The filled-in table should not exceed 3 pages.

Table 6. Part B — Overall Innovation Orientation
Overall innovation Please mark the frequency of occurrence of | [_] never
orientation the more generic terms ‘innovation’ or [ sometimes

(use word search function).

synonyms (‘new products’, ‘new services’,
‘new processes’, new marketing methods,
‘new business models’) in the document

[ frequently

Please mark the frequency of occurrence of
the forest sector ‘innovation frontier’ —
innovation areas identified in Chapter 3 - in
the document

] never
[] sometimes
[ frequently

Please mark the frequency of occurrence of
the terms that are related to innovation, for
example entrepreneurship, diversification,
competitiveness

] never

[] sometimes
[] frequently
Terms used:

Further comments on overall innovation orientation of the document:
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Relevance of ] No relevance at all
innovation: [ Marginal issue

[] One issue among others
[] Important issue

[] Central issue

Please mark how much
relevance is given to
innovation in the document

(one answer) Comments:

Degree of L] very general (innovation is named in general parts, e.g. preamble, but no

specification: related goals, measures, identified needs or similar are addressed by the
document)

Please mark how general or
specific innovation is
addressed by the document
(one answer)

[ rather general (innovation is addressed in overall goals, needs are identified
but no specification of measures)
[ rather specific (innovation is addressed in concrete goals, measures are

Please use comments formulated)

section to describe if the [ very specific (quantified goals related to innovation are formulated, concrete
degree of specification measures introduced, a fixed budget and timetable exist)

varies for different parts of Comments: Please specify further in which context innovation is addressed (Is

the document, esp. when innovation a goal, underlying rationale, a strategy or means to reach other goals,
concerning forestry unrelated, etc.?)

Understanding of | L] Predominately traditional science and technology policy

[] Traditional S&T policy with systemic elements

[] Systemic innovation policy with S&T policy elements

] Predominantly systemic innovation policy

Comments: Please describe further the undertanding of innovation policy

innovation policy

Please assess what overall
understanding of innovation
policy is reflected in the
document. See chapter 2.2.1

Goals and objectives:
Please specify further what objectives and goals (quantitative and qualitative) are formulated in relation to innovation?

Issues, problems and related topics:

Please describe shortly what main issues and problems are formulated in relation to innovation?  Does the programme
address other issues that are related to innovation, e.g. competitiveness of the sector, diversification etc.? Please describe
shortly

Innovation areas:

Please name the most important innovation areas named by the document and compare with the results gathered in
table 3.1.

General comment:
List research needs you identified, they might be taken up in phase Il of COST E51
Name further reference sources used

Table 7 “Part B — Innovation support measures” below helps to gather and organize information
on the support measures that are introduced by the document. Also when no concrete measures
are included, please analyse proposed activity areas/measures/needs within the document.

Please list the identified support measures according to the six main support categories
introduced in chapter 2.2.2.

This table should be filled in in more detail for those documents with a higher relevance for the
forest sector, e.g. the National Forest Programme or the Regional Development Programme. For
other documents, esp. the National Reform Programme be rather short (use headwords,
headings, examples). The filled-in table should not exceed 3 pages.

Table 7. Part B — Innovation Support Measures

Innovation | Research and List support measures proposed or implemented by the document that target
support Development research and development activities by enterprises.

measures | Diffusion of List support measures proposed or implemented by the document that target
Consult innovation the diffusion of known products, processes, marketing methods, and
g organisational methods. Specify for which products, processes, marketing
classification

) methods, and organisational methods support is given. Refer to and compare
in chapter with the list gathered under 3.1.
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2.2.2 Strengthening List support measures proposed or implemented by the document that aim at
the knowledge strengthening the knowledge base for innovation.
base
Strengthening List support measures proposed or implemented by the document that aim at
interaction strengthening the interactions between key actors.
Demand List support measures proposed or implemented by the document that aim at
creation promoting the demand for innovation.
Improving List initiatives/ policy actions proposed or implemented by the document that
frame aim at improving the framework conditions for innovation.
conditions
Comments

Priorities Please assess qualitatively which of the above mentioned category(ies) is a

priority area for innovation support within the document. Please give short
reasoning for your judgement

Assessment of overall
relevance

Please assess qualitatively the overall relevance of innovation support
measures compared to other support measures proposed or introduced by the
document. Give short reasoning for your judgement.

Promotion of innovation

Please assess qualitatively how much innovation is furthered by the document.
This would include the assessment of the overall relevance of innovation within
the document as well as the relevance of the document for the policy area.

General comment:

List research needs you identified, they might be taken up in phase Il of COST
E51

Name further reference sources used

Table 9 “Part B — Cross-sectoral coordination mechanisms” below helps to collect information on
cross-sectoral co-ordination mechanisms see guidelines chapter 2.3.

Table 8.

Part B — Cross-sectoral coordination

Policy formulation

Co-ordination with
other processes and
documents

Please list other processes or documents with which the considered document is
formally co-ordinated

Administrative Co-
ordination:

[ between different sections/departments within the same ministry; specify:

[ between different ministries, specify:
] between ministries and other public organizations / agencies, specify:

Comments: Shortly explain the role of the main administrative actors

Stakeholder
involvement

] Forestry: name most important organisations:

[] Forest-based industries: name most important organisations:
[ Agriculture: name most important organisations:

] Tourism: name most important organisations:

] Energy: name most important organisations:

[1 Environment: name most important organisations:

] Other sector: : name most important organisations:
] Other sector: : name most important organisations:
Comments: Shortly describe the type of stakeholder involvement

Coordination
mechanisms:

1 Formal (central) coordination body; name:

] Formal coordination process

[ Inter-sectoral working groups

[ Inter-sectoral advisory body

[1 Formal mandatory consultation process

[1 Formal voluntary consultation process

[ Informal consultations (please describe )
[] Others:

Policy Implementation

Responsible actors
and their roles:

Shortly explain the role of the main actors in the implementation of the document
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Level of delegation | [] Decentralized, e.g.

] Central, e.g. ministry, public agency
[] Outsourced to private actors

[ Local, e.g. by municipalities

[] Regional, e.g. by regional public actors
[] Others:

General comment List research needs you identified, they might be taken up in phase Il of COST E51
Name further reference sources used

4.3 Part C — Appraisal of effects: Rural Development Programme 2000-2006

Most of documents that will be analysed in Part A and Part B are rather new, and effects will not
be separately appraised. Task 2 “Appraisal of effects” will therefore be implemented only for the
Rural Development Programme 2000-2006 wherever country capacities allow.

Sources to be used are monitoring data, mid-term evaluation and final evaluation reports.

Please insert in Table 9 general information on the programme output for the whole Rural
Development Programme and the forestry part of the programme separately.

Table 9. Part C — Appraisal of Effects — General Information

Whole document (RDP) Forestry Part
Total amount of funding Amount of budget in mil. € Amount of budget in mil. €
Total number of projects
Total number of beneficiaries
Average amount of funding per | in€ in€
project
Median of project funding in € in€
Average amount of funding per | in€ in€
beneficiary
Median of funding per in € in€
beneficiary

General comment:
incl. research needs and further reference sources used

Please fill in Table 10 for only for the forestry part of the Rural Development Programme
2000-2006. The categories refer to the classification of innovation support in chapter 2.2.2.
Gathering data for these categories includes re-ordering of monitoring data. Participants who
undertake this task will receive further special guidance.

Table 10. Part C — Appraisal of Effects: Funding for private sector innovation

Support for Research & | Diffusion of | Strengthening Strengthening Demand
development innovation knowledge base | interaction Creation

Volume of
funding in €

Share of
funding in
overall funding
in %

Number of
projects
supported

Share of
projects in all
projects in %
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Average
funding per
project in €

Number of
beneficiaries

Share of
beneficiaries in
total number of
beneficiaries in
%

Average
amount of
funding per
beneficiary in €
Priorities of Please state Please state Please state which Please state which Please
funding which activities | which activities were most | activities were most | state which
were most often | innovation often supported in | often supported in | activities
supported in this | areas were | this category (see | this category (see | were most
category (see list | most often | listin chapter 2.2.2) | listin chapter 2.2.2) | often
in chapter 2.2.2) supported  in supported
this  category in this
(see list in category
chapter 2.2.2) (see list in
and in what chapter
stage of 2.2.2)
adoption

Overall assessment:

Please give an overall assessment on the actual support of innovation by the programme.

General comment:

incl. research needs and further reference sources used

5 Structure of country reports

This chapter provides an outline of the structure of the country reports. The country reports
consist of an introductory section, the input to chapter 3 of the guidelines (Chapter 2 of the
Report) as well as all filled in tables for Part A and Part B for the seven concerned policy
documents separately (Chapters 3.-9. of the Report).

1. Introduction

2. Innovation areas in forestry in the country (input to chapter 3)

3. Forest Policy — National Forest Programme

3.1 General information — based on Part A of document analysis
3.2 Integration of innovation — based on Part B of document analysis

4. Forest-Based Industries Policy
4.1 General information — based on Part A of document analysis
4.2 Integration of innovation — based on Part B of document analysis

5. Innovation Policy — National Reform Programme
5.1 General information — based on Part A of document analysis
5.2 Integration of innovation — based on Part B of document analysis
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6. Rural Development Policy — Rural Development Programme
6.1 General information — based on Part A of document analysis
6.2 Integration of innovation — based on Part B of document analysis
(6.3 Appraisal of effects — based on Part C of document analysis) by sub-group

7. Regional Development Policy
7.1 General information — based on Part A of document analysis
7.2 Integration of innovation — based on Part B of document analysis

8. Sustainable Development Policy
8.1 General information — based on Part A of document analysis
8.2 Integration of innovation — based on Part B of document analysis

9. Renewable Energy Policy
9.1 General information — based on Part A of document analysis
9.2 Integration of innovation — based on Part B of document analysis

10. Research Needs
List research needs and research questions you have identified during your analysis.
6. References
Edquist, C. and B. Johnson (1997). Institutions and Organizations in Systems of Innovation, in: C.

Edquist: Systems of Innovation. Technologies, Institutions and Organizations. London and
Washington, Pinter.

Goorden, L. (2004). Innovation Policy and Technology Assessment in Flanders. STEM —
Research Centre on Technology, Energy and Environment.

Lengrand. L. and Associés. PREST en ANRT (2002). Innovation Tomorrow. Innovation Policy and
the Regulatory Framework: Making Innovation an Integral Part of the Broader Structural Agenda,
European Commission, DG Enterprise, Innovation Papers no. 28, Brussels.

OECD (2005). Osol Manual: Guidelines for Collecting and Interpreting Innovation Data. Paris,
OECD.

Sources

Forest Policy:
»  Website of Ministry in charge of forestry in your country

*  FAO NFP Facility:
http://www.fao.org/forestry/foris/webview/facilitynew/index.jsp?siteld=6813&sitetreeld=3076
5&langld=1&geold=163

Forest-based Industry Policy:
* http://www.forestplatform.org/

Innovation Policy:
» List of links to National Reform Programmes:
http://ec.europa.eu/growthandjobs/pdf/nrp_2005_en.pdf
* EU Trend Chart on Innovation. Country reports (see http://trendchart.cordis.lu/)
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Rural Development Policy:

Website of ministry in charge of rural development
http://ec.europa.eu/agriculture/rur/countries/index_en.htm

Regional Development Policy:

Website of ministry in charge of rural development
http://ec.europa.eu/regional_policy/atlas/index_en.htm
http://ec.europa.eu/regional_policy/country/prordn/index_en.cfm

Sustainable Development Policy:

Links to National Sustainable Development Strategies:
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Austria: A Sustainable Future for Austria: The Austrian Strategy for Sustainable
Development (2002)

www.nachhaltigkeit.at/strategie/pdf/strategie020709 en.pdf
www.nachhaltigkeit.at/strategie.php3?strat_strategie.php3
www.lebensministerium.at/index

Czech Republic: The Czech Republic Strategy for Sustainable Development (2004)
http://wtd.vlada.cz/scripts/detail.php?id=5391wtd.vlada.cz/eng/vybory.htm

Denmark: Denmark’s National Strategy for Sustainable Development: A Shared Future —
Balanced Development (2002)
www.mst.dk/udgiv/publications/2002/87-7972-279-2/pdf/87-7972-259-8.pdf
www.mst.dk/udgiv/publications/2002/87-7972-279-2/html/default_eng.htm

Finland: The Finnish Government Programme for Sustainable Development (1998)
www.environment.fi/download.asp?contentid=6081&lan=en
www.environment.fi/default.asp?node=9732&lan=en

France: Stratégie Nationale de Développement Durable: Enraciner I’Avenir dans I'Action
(2003)

www.ecologie.gouv.fr/article.php3?id_article=4177
www1.environnement.gouv.fr/rubrique.php3?id_rubrique=680
www1.environnement.gouv.fr/article.php3?id_article=1198

Germany: Perspectives for Germany — Our Strategy for Sustainable Development (2002)
www.nachhaltigkeitsrat.de/service/download_e/pdf/Perspectives_for_Germany.pdf
www.nachhaltigkeitsrat.de/service/links_e/05.html
www.bundesregierung.de/Politikthemen/Nachhaltige-Entwicklung-,11409/Die-
Nachhaltigkeitsstrategie-d.htm

www.umweltbundesamt.de/uba-info-e/sustgerm.htm

Italy: Strategia d’azione ambientale per lo sviluppo sostenibile in Italia (2002)
www.minambiente.it/SVS/svs/docs/strategia_azione_ambientale.pdf

Norway: Norway’s National Plan of Action for Sustainable Development National Agenda
21 (2003)

http://odin.dep.no/filarkiv/i206402/nat_action.pdf

Poland: Poland 2025 Long-term Strategy for Sustainable Development
www.rec.hu/sdconference/doc/PL_strategia.doc

www.mos.gov.pl/index_main.shtml

www.ceu.cz/edu/ma21/strategy poland.htm

Portugal: National Strategy for Sustainable Development (2002)
www.iambiente.pt/ngt_server/ngtifs/iFileDialog.jsp?path=//Servidor/5829/ENDSing.pdf&acti
on=7

www.iambiente.pt/docs/5421/ENDS_dp.pdf

Romania
http://www.sdnp.ro/ncdpublications/nssd.pdf#tsearch=%22Romania%20Sustainable%20de
velopment%20strategy%22
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Slovak Republic: National Strategy for Sustainable Development for the Slovak Republic
(2002)

www.tur.sk/doc_en/Slovakia_NSSD_Final.pdf
www.tur.sk/index.stm?apc=0--5ed5460afc52a69ce1aa16a204115b39-1-1&x=86783
Sweden. A Swedish Strategy for Sustainable Development — Economic, Social and
Environmental (2003)
www.sweden.se/upload/Sweden_se/english/publications/RK/PDF/RK%20Sustainable%20d
evelopment.pdf

www.sweden.gov.se/sb/d/2066

United Kingdom: United Securing the Future — Government Sustainable Development
Strategy (2005)
www.sustainabledevelopment.gov.uk/documents/publications/strategy/SecFut_complete.pd
f

www.sustainable-development.gov.uk/publications/uk-strategy/uk-strategy-2005.htm
www.sustainable-development.gov.uk/index.htm
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See chapter Il

General criteria
- Political commitment and leadership for Pl in general
Need for compliance with international and EU commitments
Existence of long term ... strategy (or a relevant Report or Forum)
Favourable policy tradition and administrative culture (open, participatory, horizontal)
Shared core belief systems and communication across policy sectors

Criteria related to the policy object
- Congruent, compatible, consistent and/or complementary policy objects and related
theories
- Multidimensional policy objects and related integrated/interdisciplinary theories
- Common and consistent concepts and terminologies

Criteria related to policy goals and objectives
- Political commitment/ leadership for Pl in the case of the policies analyzed
- Common, shared, congruent, compatible and/or complementary policy goals and
objectives
- Stipulation of quantitative, measurable, indicator-based targets and timetables for Pl

Criteria related to policy actors
- Common formal actors on and across various spatial/organizational levels
- Common informal actors on and across various spatial levels

Criteria related to policy structures and procedures
- Administrative capacity for PI; it concerns, among others:

« Organization in charge of PI; such as, a central unit entrusted with supervision,
coordination and implementation of the integration process or assigning existing
institutions a new mandate, responsibility and accountability for PI

» Special unit for Pl in the competent organization

» Officials charged with integration tasks

» Administrative reform (restructuring) in favour of Pl

» Presence of horizontal administrative structures as opposed to vertical and

departmentalized structures; e.g. inter-ministerial committees and task forces, issue-

specific joint working groups, networking schemes, regular circulation of staff

- Formallinstitutionalized and informal interaction among policy actors and actor networks;

among state and non-state policy actors

- Consistent, compatible and coordinated procedures and rules of decision-making in
competent administrative bodies

- Strengthening existing administrative units with regard to procedural rights and rules
relevant for coordination and joint problem-solving

- Joint decision making and joint responsibilities of the policy sectors considered

- Provisions for implementing Pl requirements (e.g. compliance, enforcement and
accountability mechanisms for Pl among competent agencies)
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Criteria related to policy instruments

Institutionalizing PI; existence of a legal framework for Pl among the policies analyzed
Instruments used by different policies are compatible and consistent

Use of one policy as an instrument to achieve the goals of another policy

Use of integrative instruments; such as, legal, economic, financial, planning

Common legal and institutional instruments

Compatible, consistent and coordinated legal and institutional instruments
Market-based integration between the two policies

Favourable budgetary process

Common or coordinated/compatible sector Action Plans

Common, shared research resources, common, or compatible and consistent, data and
information bases

Common assessment and evaluation methodologies, and tools (Pl indicators)
Common monitoring programmes and infrastructure

Education and training services for civil servants, bureaucrats, etc. on Pl issues

Source: Briassoulis (2004)
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Annex 3: Nationally important innovation areas in the forest sector (years

2006/2007).

Results from the COST Action E51 country reports, specifically for the use in chapter IV.

Innovation type

Territory based services

Wood-related value added chain

Non-timber forest products (BG, HR)
o  Medicinal plants (BG)
o  mushrooms (BG)

Environmental services (AT, BG, CH, DE, LT,

RO, UK)

o  Contracts for nature conservation
services of forestry (AT, DE)

o Biodiversity conservation (BG, RO) (key
habitants, biosphere reserves) (LT)

o  Pollution/Greenhouse gas (carbon)
sequestration (CH, RO, UK)

o  Carbon emissions (CO,) trading (LT)

o  Urban Renewal (WIAT) (UK)

Recreational services / outdoor activities (AT,

CZ, DE, FI, FR, HR, IT, RO, SK, UK)

o Adventure trips (AT)

o  Manager seminars, team building
seminars, survival training (AT, DE)

o Mountain bike trails (AT, UK)

Bio-energy from wood (AT, BG, CH, CZ, FR, HR, IT,
LT, NO, PL, PT, RO, SE, SK, UK)
o  Solid biomass (AT, CH, FR, HR, IT, LT, PL,
PT, RO, SE, UK)
- District heating (AT, FR, HR, LT, PT)
- Wood chips (CH, FR, HR)
- Pellets (BG, CH, FR, IT, RO)
- Briquettes (BG, CH, RO)
- Black pellets (peat) (NO)
- Logging residues (PL)
o Biofuel (AT, FR, PL, SE, UK)
- Bio-refinery (FR)
- Production of liquid fuels (PL)
- Bio fuel development (UK)
o Biogas (AT, CH)
o  Plantation of fast growing species (poplar,
eucalyptus) incl. short rotation coppices (FR)

Construction (CH, CZ, EE, RO, SK, UK)
o  Wood prefabricated houses (CH, CZ, SK)
Wooden apartment buildings (CH, EE, RO)

[e]
Product o E;Dlil?)b“i(gg 1‘Aore§t?l:J;‘(l-)|igh rope gardens” o  Wood-based panels (EE)
0 Ape o  Sustainable construction (UK
o forest cottages for tourists (HR) (LK)
o Landscape management for tourism (FR)  Wood modifications (AT, CH, DE, FI, FR, NO, UK)
o  Eco-tourism (RO) o  Wood composites (AT, Fl, UK)
. o  Heat treatment / thermo wood (CH)
Forest education (AT, CH, DE, HR, IT, LT, SK, o Surface treatment of wood (nano) (CH)
UK) o  Compressed timber (DE)
o Forestschools (CH, UK) o  Chemical interlacing of wood (e.g. beech) (DE)
° CE;CO't'_’t"f_le (HdR) ional and al o  Constituted wood and engineered wood
o ognitive, educational and specia roducts (FR
recreational trails (with a special o I‘zurfurylat(ed v)vood (NO)
appliance for disabled visitors) (LT)
) . Chemical products (AT)

Hea“\?valfl]d social ze"Vt'C/eS (F, UTI):I) o  Speciality products from chemical substances
o ellness products/services lignin) (AT
o  Health initiatives (‘Green Gym’) (UK) (lignin) (AT)
o  Social Housing (UK)
Spiritual and cultural services (DE, UK)
o  Friedwalder (Forest Cemeteries) (DE)
o  “The Enchanted Forest” (UK)
Valuation of services (CH) Afforestation (PT)

. . . o  Genetically improved material for afforestation
z\lFeI;work based operations in nature tourism (PT)

. Harvesting (CH, CZ, FR, IT, LT, SK)
Meso-scale forest planning (IT) o  Harvester technology (CH, CZ, LT, SK)
Processing of other forest products - deep © ﬁ:we Il’gg?nlngsfc;rtg;??grt?énc;u(snf:)ondltlons (FR)
freezing of mushrooms (in liquid nitrogen) (PL) © 9 98y, 9
Forest fire detection using LIDAR (Light Wood processing (L.T’ SE, UK) . .
D ) . o  New technologies for wood chips production
etection And Ranging) (PT)
Process (LT)

o  Independent timber measurement system (LT)

o Industrialized production/process in

construction (SE)

Processing poorer logs (UK)

o  New and advanced technologies for wood
processing (UK)

[e]

Use of ICT (CH, DE, EE, FI, FR, LT)

o  Computer aided wood processing (CH)

o Innovation in data transfer during timber selling
(DE)
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Innovation type

Territory based services

Wood-related value added chain

o Radio Frequency Identification (RFID) (DE, FI,
FR)

GPS (DE, FR)

GIS application software (EE)

CNC, CAM-technologies (EE)

APMP technology (EE)

Timber measurement system (independent)
(LT)

O 0O O O O

Logistics (AT, DE, FI, FR NO, SE)

o Logistics optimization (AT)

o Radio Frequency Identification (RFID)
technology in timber logistics (DE, Fl)

o  GPS Navigation system for forest logistics)
(DE, FR)

o  Wireless software in wood harvest and
transportation (FI)

o  Logistics of wood procurement incl. platforms

(FR)

o  Wood energy plans for territorial procurement
(FR)

o  Timber landing at boats at the West Coast in
Norway (NO)

o  SCM solutions (SE)
o  Pick-a-pack solutions (SE)

Prefabrication and modularity (AT, CH, SE, UK)

o Modularity and/or prefabrication in wood based
industries — outsourcing (SE)

o  Prefabrication and modular construction,
system building (AT, CH, SE, UK); additional
components: regional value added chains and
ecological orientation, trend towards solid
wood panels (AT)

Environment-oriented production process (UK)
o  Energy efficiency (UK)
o Bio friendly adhesives (UK)

Marketing
method

Marketing of forest non-wood forest products

and services (AT, BG, CZ, DE, FI, IT, NO, SK,

UK)

o  Marketing of nature conservation
services, eco-sponsoring (AT, DE)

o Hunting tourism (BG)

o Introduction of social functions to the
market (CZ, SK)

o Joint trails — combined services of several
SMEs under one brand/label (FI)

o  Recreation (NO)

Internet marketing (AT, FI, PL, SE, UK)

o Internet platforms for marketing of forest-
related services (AT)

o  e-marketing in nature tourism (FI)

o  Usage of Internet (SE, UK)

Territorial marketing — regional brands (FR, IT)

o  AOC (brand): appellation d’origine
controlée (ex. AOC bois de Charteuse ;
label bois de Alpes) (FR)

Carbon emissions trading (LT)

Certification of attraction according to criteria
(SE)

Greenspace research and public engagement
(UK)

Engagement with mountain bike associations,
regional tourist boards, tourism providers,
development of specific websites (UK)

Brands/Product promotion (DE, UK)

o ‘“Biomassehofe” as a new marketing approach
for forest products (DE)

o Based on environmental sustainability
credentials (UK)

o  Selling the UK’s timber strengths (UK)

Certification (AT, CH, FR, HR, IT, UK)

o  Certification of SFM (AT, CH, FR, HR, IT)

o  Chain-of-Custody (FR), traceability systems
(IT)

o  Certificate of origin (IT)

o  Environmental sustainability credentials (UK)

Sales methods (AT, BG, CH, CZ, FI, FR, IT, PL,

RO, SE)

o  ‘“Laubholz-Submission” — Joint auctioning of
high-quality hard-wood timber (AT)

Selling standing timber (BG)

Selling wood on stock exchange (BG, CZ)

Energy wood contracting (CH)

Constitution and development of commodity

exchange with wood (CZ)

o Internet - forest-timber portal, by State
Forests, for selling timber (PL); Timber
platform — frame construction (FI); Moneral
Design — internet and dealer network (FI)

o  New schemes of wood sales (contracts vs.
auctions) (FR)

o  Associated auctions (IT)

Selling timber on the road (RO)

o  Targeted marketing for key-accounts and
segments (wood products) (SE)

O O O O

[¢]
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Innovation type

Territory based services

Wood-related value added chain

Organisational
model

Forest owners’ cooperation for nature
conservation (AT)

Nature conservation Centre — a state
organisation where all national parks, nature
reserves, etc are under common management
(EE)

Large forest companies have branches for
tourism development (FI, SE)

National Parks (RO)

Holding company within forest enterprises for
hunting (SE)

Horizontal cooperation (AT, CH, CZ, DE, HR, IT, LT,

RO, SK)

o  Horizontal cooperation of forest owners (CZ,
HR, IT, LT, RO, SK)

o Regional associations of wood harvesters (RO)

Biomass cooperatives (AT)

o  Timber selling organisations, e.g. by private
forest owners in Uelzen, Lower Saxony (DE)

o  Cooperation of sawmills (CH)

o  Concentration in timber manufacturing (CH)

[¢]

Vertical cooperation (AT, CZ, HR, IT, SK, UK)

o  Cooperation of farmers with large energy
suppliers in bio-energy supply (AT)

o  Cooperation of forest owners with saw-milling
(AT)

o  Local short production chains for for biomass
(integrateion of forest with wood energy use
etc.) (IT)

o  Vertical cooperation along the forestry-wood
chain (SK)

o  One that vertically integrates forest owners
with the process (UK)

Clusters (DE, Fl, FR, HR)

o  Cluster management approaches (e.g.
Innoregio-Projekt Sachsischer
Musikwinkel/Musicon Valley) (DE)

o  Cluster, sectoral pole (direct or indirect such as
Fibre Poles, Chemical Pole), Pole de
competetivite (FR)

Outsourcing of timber harvesting (CH, IT)

Licences for harvesting companies and single forest
workers (IT)

Privatisation (IT)

Larger industries change the geographical
organisation with a product organisation (SE)

Innovation centres (SK)

Institutional
innovation

Regional cross-sectoral
integration/coordination (CZ, DE, FR, HR, IT,
SE, SK, UK)

o  Regional cooperation (CZ)

o Integrated rural development / Regional
Governance approach (LEADER,
Regionen aktiv) (DE)

o  Organisation of a forest territory for
different uses and needs (charte de
territories, schemas de massifs, plan de
massif) and Pole d’excellence rurale
(PER) (FR)

o  Cross-sectoral cooperation (HR)

Partnerships between regional authorities

and local business community to develop

territory based activities (SE)

o RIS, cooperation among regional R&D
institutions, local governance, SMEs (SK)

o  Combining both top-down and bottom-up
(UK)

o Community involvement in woodland
management (UK)

o Involvement of a wide range of
stakeholders (UK)

o

Integrated spatial planning (CH, FR, PT)

o Integration of the forest sector into spatial
planning (CH)

o  Strategic plan of rural development (FR)

Sector integration (FI, FR, IT)

o  Leader firm partnering network for exports and
logistics (FI)

o  Sector initiatives such as Future Forum on
Forests, WoodWisdomNet, Forest Academy for
decision makers, etc.) (Fl)

o  National organisation of the forestry-wood
chain (France Foret Bois) (FR)

Cross-sectoral coordination (DE, IT, SE)

o Integrated rural development / Regional
Governance approach (LEADER, Regionen
aktiv) (DE)

o  Creation of stable systems of stakeholder
consultation (IT)

o  Triple-helix view on business development,
policies developed as partnership projects (SE)

New national policies (FR, HR)
o  Wood mobilisation scheme (FR)
o  Financial support (HR)
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Innovation type Territory based services

Wood-related value added chain

o

ZIF — Zona de Intervengao Florestal
(Zone of Forest Intervention) (PT)

New national policies (CH, FI, HR, PT)

[¢]

Programme agreements between the
Confederation and the cantons (e.g.
Effor2, NFA) (CH)

National Theme Groups, e.g. on Non-
Timber Forest Products (FI)

Advisory assistance (HR)

FFP — Fundo Florestal Permanente
(Permanent Forest Fund) (PT)
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Annex 4: Future trends, threats and opportunities recognized in national
forest and forest industry policies in Finland, Sweden, Norway, Austria,
Poland and Romania.

This Annex summarizes the contents of forest and forest industry policies in Finland, Sweden,
Norway, Poland, Austria and Romania for the use in chapter VI. The policies are defined with
trends, threats and opportunities implicitly or explicitly recognized in the main national-level policy
documents. In addition to these, the measures and recommendations for action on how the
policies should be implemented to tackle the future challenges are provided. The key words for
the document analysis were: future, trend, opportunity, challenge, threat, measure, action.

Finland
Forest and forest industry policy overview

The competitiveness and profitability of large Finnish paper industries decreased sharply in 2002-
2005. This led to company specific development programs to improve the operational
effectiveness of different machines, factories and forestry operations. Still, two major paper mills,
several paper machines and one medium-size pulp mill were closed between 2006 and 2008. An
additional challenge appeared in 2006 when Russia announced that they would gradually and
substantially raise the already existing export duties of roundwood till 2011. This would, in
practise, stop the import of approximately 25 %, equal to nearly 20 million cubic meters, of total
roundwood consumption in Finland already in 2009, when the export duty would raise up to 50
Euro per cubic meter for other timber assortments than birch pulpwood.

The decreasing competitiveness of traditionally strong paper industries in Finland and the threat
of sharply declining wood imports from Russia led into major shifts in Finnish forest and forest
industry policies. Firstly, the main emphasise of forest policy (Finnish National Forest Programme
2015) was put on increasing the forest harvestings from domestic privately owned forests.
Different means like increased consultation with the private forest owners and tax reduction for
the income from wood sales were rapidly developed in 2007. For example, the government of
Finland decided in July 2008 that only 50 % of the incomes from timber sales would be taxed in
2008 and 2009 and 25 % in 2010.

Secondly, the forest industry policy was rapidly renewed. The new forest industry policy
emphasised strongly the R&D investments on new products and the production, energy and
material efficiency of existing production. The most concrete mean to increase the R&D inputs of
companies, the Finnish innovation actors and the EU, was to establish so called Forest Cluster
Ltd in 2007. It is a development company owned by major forest cluster companies and six
research organisations and Universities, aiming to generate and allocate private and public
funding for jointly agreed R&D programmes to support the development of pulp, board and paper
based forest cluster in Finland.

Following the initiative to develop the pulp, bord and paper based forest cluster R&D, the
mechanical wood product cluster actors published their own research strategy in August 2008.
One aim of the strategy was to establish so called Wood Product’s Cluster Ltd, which would be a
similar development company as the Forest Cluster Ltd, but in this case for the coordination of
R&D investments to support the development of mechanical wood cluster companies.
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Trends forestry:
* increasing need for domestic wood mobilization due to the rising export duties for Russian

timber in 2009

« continuous growth in the demand for forest biodiversity conservation and multiple use
forestry

» rising awareness on the role of forests in the mitigation of climate change and maintaining
high water quality

» declining average size of non-industrial private forest holdings

Trends forest industry:
« declining global price competitiveness
+ rising public awareness on the difficulties of forest industries
* increasing investments on R&D to support forest industries competitiveness and
renewability

Threats forestry:
» declining availability of labor for harvesting, wood transportation and forest work

» under-utilized timber growth and unsatisfactory wood supply to the markets (less than 60%
of the total forest growth is harvested annually)

+ declining quality of roads and railroads for timber transportation

« shortening period for wood transportation on frozen soil at wintertime

Threats forest industry:
» shortage of wood fiber and timber
* growing energy, labor and wood costs
» declining world market prices for especially paper products
» declining price competitiveness of pulp and paper industries

Opportunities forestry:
* increasing demand for wood residues, stumps and other forest-based biomass for energy
« growing demand for private forestry services
* new instruments for forest owners to earn compensation for providing climate (carbon),
biodiversity or amenity services

Opportunities forest industry:
* increasing demand for renewable materials and products in Europe
* increasing investments on R&D for new products and business models
* high political commitment for renewing forest industry production

The measures and recommendations for action on how the forest and forest industry
policies are implemented to tackle the trends, challenges and opportunities:

In addition to the preparation of the National forest program and two major R&D programs (one
for the Finnish chemical forest cluster and the other for mechanical forest industries), a high level
policy group worked under the Prime Minister's Office to suggest means to improve the conditions
of the forest sector in Finland in the long run (Valtioneuvoston kanslia 2008). The group made
nearly twenty recommendations on how the trends, challenges and opportunities of the forest
sector should be considered in decision making. The following action proposals were made on
forestry, increasing value added from the forests and on the development of forest-based sector’s
operational environment:
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Action proposals on forestry:

» A survey should be conducted by 2011 to define the principle means for improving timber
transportation infrastructure in the country.

» The effectiveness of public subsidies to support wood production should be re-assessed.

+ R&D on timber harvesting and transportation from peat lands should be increased.

* Year-round working conditions for forest machinery workers should be developed.

* Monitoring of the demand for forestry professional’s education should be developed.

« A program for increasing the average size of forest holdings should be established.

+ The availability of forest information to various needs and the development of new forest
management planning tools should be accelerated.

+ The Ministry of employment and economy should produce a plan on how to develop
entrepreneurship in private forestry services.

* A working group should be established to renew forest taxation system in the country.

Action proposals on how to increase value-added from the forests:

» Foresight should be integrated to the overall development of the forest-based sector. The
coordination of foresight works should be improved.

+ The co-operation between private companies and public sector in R&D should be further
strengthened. In basic research, Nording and EU research programs should be actively
participated.

» Participation in the preparation of international regulations and product standards should be
strengthened.

» The Ministry of employment and economy should prepare a plan on how to attract capital
investments to support the development of innovations in the forest-based sector.

Action proposals on the development of forest-based sector’s operational environment:
« The positive role of forest-based sector in the international climate change and bio-energy
issues should be promoted better.
* A national commission should be established to prepare proposals to improve the
conditions for timber markets and wood availability.
» The supply of energy for wood processing should be secured.
* An independent assessment for the forest governance should be prepared.

Sweden
Forest and forest industry policy overview

Swedish forest policy is based on the Forestry Act and the Environmental Code and mainly
focuses on forest management issues of obtaining a sustainable forest resource. Production and
environmental goals attain the same weight, and since 1993 the policy follows a minimalistic
approach to legislative and regulatory measures based on voluntary agreements between state
and forest owners with few binding rules. The forest policy is divided into three levels; policy
objectives defined by the government, long-term vision elaborated by National Board of Forestry
and other stakeholders and interim targets as short term measurable goals. Short term targets
includes economic, environmental and socio-cultural aspects of forests and forestry. Examples of
short term targets include increased pre-commercial thinning, improved regeneration,
conservation and protection of forest areas, increase of mixed forest stands, increased focus on
recreational management regimes in urban areas etc. The responsibility of implementation was
by forest owners and with consultation and control from state authorities as means to reach the
objectives. Recently, the harvesting has increased following increased demand from forest
industry but also from the energy sector, with levels closing in on long-term sustainable growth
level. Within the present forest policy framework it has been argued a possibility to increase
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harvesting levels with between 25% and 50% in a 10-60 year period, by applying different
measures.

The competitiveness of the Swedish forest industry has been based on a combination of available
high quality forest resource, skilled work force, competitive energy prices, transportation solutions
and efficient production and product development processes. Productivity improvements in forest
management have resulted in competitive raw material prices and through value-adding product
development established the Swedish forest industry as an important player in many product
areas globally. But a gradual shift from the traditionally strong markets in Europe and North
America to Asian countries coupled with increased competition from new raw material baskets,
and state-of-the-art technologies diffused on a global basis and a mixed view of how foreign
ownership affects national competitiveness are factors that affects the competitive landscape of
the Swedish forest industry. During the past years there has been a consolidation of industry
organizations creating a possibility to establish a uniform industry view in a number of policy
areas. Emphasis is on increasingly focusing on further value-added production, new product and
service development, efficient transportation systems, and active part in changing the energy
system to include renewable resources to a higher degree, which is shown in the National
Research Agenda (NRA). The high emphasis on R&D, and the early announcement of the NRA
supporting the SRA, led to a joint industry-state financed research program for the forest industry.

Trends forestry:
* Annual harvesting levels are close to long-term sustainable level of annual forest growth.

* Improved productivity in forest harvesting operations from increased mechanization and
specialization.

» Forest stand species distribution and forest management regimes are changing as a
consequence of storms and with a long-term sustainable perspective.

* Raw material prices are expected to increase but the real price of end products decline.
Thus a need for productivity development in harvesting, transportation and measurement.
Also, a necessity to increase the annual harvest.

Trends forest industry:

* Only a modest growth of forest industry products until 2020 is expected, with increased
production and consumption mainly in Asia and Latin America and small growth in Europe
and NA.

* Increasing awareness of wood being a renewable material creates new market
opportunities for the traditional forest industry but also intensifies competition with the forest
cluster of availability of the resource.

» Structural changes in value chain towards fewer and larger suppliers and customers are
affecting industry structure and company sizes.

» Continuation of internationalization of ownership and on capital.

+ The forest based sector have to incorporate efficient production and manufacturing
processes leading to a sustainable and integrated energy system supporting society.

« The industry must closely follow the political arena regarding issues like sustainability in
society, energy consumption (EU compliance), etc.

Threats forestry:
* Annual harvesting levels exceed total forest growth in some areas affecting sustainable

development, biodiversity and industry development

* Increased globalization, i.e. demand from other regions of the world increases and can/will
be supplied locally.

+ Climate change affecting availability and quality of raw material.

* New industrial demands (energy) of the forest resource affect long-term sustainability.

187



Annex 4: Future trends, threats and opportunities recognized in national forest and
forest industry policies in Finland, Sweden, Norway, Austria, Poland and Romania

Threats forest industry:

» Lack of skilled work force and low R&D investments may hamper future competitiveness of
forest industries.

+ Climate change is mentioned as a global issue and should be dealt with global measures. It
will affect the industry as a threat i.e. increased demand for other purposes, but also as an
opportunity i.e. improve profitability in the sawmilling industry having a new customer for
by-products.

+ The multiple demands on forests as a renewable resource, i.e. using forest products for
energy vs. wood products

+ Competition from regions with low-cost labour and growing forest resources.

Opportunities forestry:
» Possibilities to increase production by pre-commercial thinning, fertilization, new
management regimes, etc. without limiting environmental and bio-diversity aspects.
» Multiple uses of forest resource improves profitability of forest owners
+ Forests as renewable resource facilitate opportunity to mitigate climate change, support
changes in energy system based on renewable aspects.

Opportunities forest industry:
» Forest products as energy source positively affects sawmilling industry but possibly
negatively the pulp and paper industry.
» Creating new business opportunities (product and services) with environmental and
renewable aspects as key features.
+ Growing awareness in society of the forest industry being environmentally conscious with
renewable products.

The measures and recommendations for action on how the forest and forest industry
policies are implemented to tackle the trends, challenges and opportunities:

Forest policy

The forest policy aims at obtaining a long-term sustainable forest resource by having two goals
with equal weight — a production and an environmental. Measures and recommendations are put
forward after evaluation of past measures, discussions with stakeholders, and to meet long-term
objectives. Presently, one important issue is how to increase production without limiting the
environmental goal. Proposed measures include increased pre-commercial thinning, fertilization,
genetic improvements of tree species, reforestation of agricultural land and improved
regeneration on forest land. Further to this, information and consultation from state authorities to
forest owners of silviculture regimes and sustainable forest management should continue and
increase.

Forest industry policy

From a need to redirect the forest industry from a low-cost standard products supplier to a
knowledge laden industry the government, participants from industry and other related
organizations put forward a strategy of how to increase the competitiveness of the forest industry.
The core propositions were on R&D but also on establishments of communication and dialogue
channels between participants. The strategy was divided into four sub-strategies, which in turn
were divided into a number of actions/proposed programs. In total there were 26 actions within
the four sub-strategies.
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Measures and actions proposed

+ Establish programs focusing on branch analyses to meet future changes, research
programs to improve efficiency and profitability in the forest industries e.g. improving quality
measuring of timber qualities, machining techniques, marketing measures etc.

+ Establish programs to enhance foreign capital investments in Swedish forest industries,
and programs focused on SME: s.

The way forward, and to overcome the focus on presently established industries, the document
clearly states the need for:

* Increased cooperation between actors in the forest cluster, i.e. state and industry dialog,
networking within and between branches.

* Increased focus on education and competence creation in the industries.

» Establish programs to increase knowledge of and business possibilities of bio energy, bio
fuels etc.

* Furthermore, to establish a dialog today and for the future between industry and
government representatives to enhance a common view on future changes, opportunities
and threats. Examples of measures and implementations are:

+ Measures to establish networking and cooperation between governmental authorities
and industries on national level and for national issues.

+ Similar as above but aiming at cooperation on EU level and international issues.

» Establishment of a National Research Agenda.

+ Enhance knowledge creation and competence increases regarding product, process
and business developments.

* Programs and measures to enhance education level in the industries, thus improving
the possibility for future innovations.

+ Initiate further education on wood based constructions aimed at architects, project
managers and construction developers.

Further to this strategy, the forest industry and participants from research environment defined
and approved a National Research Agenda based on the SRA from the Forest Technology
Platform.

The NRA indicated the need to enhance the research activities within the wood value chain and
activities to implement the view were:
+ Establishment of a national research council
+ Set-up of a National Support Area including 14 different areas for the four forest industry
areas (Forest, Pulp/Paper, Wood and Bio-energy)
* Close linkages with the work on a Branch specific research program. 50/50 split in
financing from industry/government and a total of 500 Million SEK (about 50 Million Euro
until 2012).
 Initiate work groups for each of the 14 SA linking research and industry actors.

Norway

Forest and forest industry policy overview

The white paper on forest policy in Norway more than 30 years ago (St. meld nr. 110 (1974-75)
had the following title: “Measures to increase the annual cut’. A more recent white paper on forest
policy (St. meld. Nr. 18 (1984 — 85)) had the following title: “Policy towards industries in the forest

sector’. Both documents aimed to support wood products industry and the markets for forest
products. The main focus was on timber production and cutting. In the (84-85) document, the

189



Annex 4: Future trends, threats and opportunities recognized in national forest and
forest industry policies in Finland, Sweden, Norway, Austria, Poland and Romania

importance of environment was mentioned, but few concrete strategies were formulated. The last
white paper on forest policy in Norway, which is used in this study, is from 1999. It has the
following title: “Value added and biodiversity — Possibilities in the forest sector”. The title tells that
there has been a shift in focus on both environmental issues as well as in focusing on value
added based on product innovations and in tourism development.

The national research agenda follows the last white paper on forest policy in Norway. The NRA
states that “globalization, increased international competition and environmental aspects demand
a change towards higher value-added products, new technology and new production methods”.
There is a strong focus on forest raw materials as representing a renewable resource. The vision
of the NRA towards 2030 is put forward as follows: “The Norwegian forest-based sector plays a
key role in a sustainable society characterized by a knowledge-based bio-based economy”. To be
able to fulfill the vision of tomorrow, research and mutual dependence between all actors involved
in value added from the forest resources, is highlighted.

Trends forestry:
« Future trends are implicitly recognized in the way that the forest sector is foreseen to
continue to be influenced by international trends.
» ltis foreseen that the forest sector will meet increased demand for timber in the future.
* Harvest remains at a low level compared to total increment.
* Under expected climatic changes, wood productionwill most likely increase compared to
present situation.

Trends forest industry:
» Also for the forest industry the future trends are implicitly recognized in the way that the
forest sector is foreseen to continue to be influenced by international trends.
« Continued industrial concentration with fewer and larger owners and mills.
* Production processes will be more evaluated in the view of environmental issues in the
future.

Threats forestry:
» A future threat is seen in the way that the forest owner will be more inactive than earlier.

This is due to the fact that timber prices have decreased over the last decades.

» Also, changes in the forest owner structure are expected to lead to less active owners.

* Increased harvesting in Norway for the next decades has to come from stands in steep
terrain.

Threats forest industry:
* Along with more inactive forest owners it is a focus on how to secure long-term timber
supply to the industry.
» There is already a lack of qualified labor both in harvesting as well as in wood working
industry and this will continue in the future.
* Norway is seen as a high-cost country and Norwegian industry has to compensate for this.

Opportunities forestry:
» The value and future role of bioenergy is put forward.
* Forestry is seen to play a key role in building Norway as an environmentally friendly
country.
+ The potential future for value added related to tourism industry are recognized.
« The role of forestry in mitigation of effects of GHG emissions is uncertain, but forestry may
potentially play a key role.
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Opportunities forest industry
« The value of bioenergy is seen as an important issue.
* Focus on wood as an environmentally friendly building material may increase demand for
wood products.
» A potential future for value added related to tourism industry are recognized.

The measures and recommendations for action on how the forest and forest industry
policies are implemented to tackle the trends, challenges and opportunities:

A new 5-year research program (Value added using forest resources) within the Norwegian
Research Council was established based on the white paper from 1999. An evaluation of this
program was done in 2004 where the main conclusion was that networking in the woodworking
industry had increased as well as main focus on wood as a raw material was strengthened within
construction and manufacturing industry. A follow up on the evaluated program is seen in the
national economic development support scheme “Innovation Norway” where a program named
“Wood based innovation program” is established. The program is active at present and has the
following main focuses:

* Industrial construction

*  Wood products and traditional wood working

* Innovation systems

The “Innovation Norway” program is targeted to the industry in the way that it is the industry
themselves that has to apply for support. However, to be supported there has to be a link to
research and development regarded as an innovation.

Within the Research Council of Norway a new research program has been established January
2008. The program is planned for five years and includes all kinds of; a) area based issues (e.g.,
tourism, environment, culture), b) wood industry issues, and c) bioenergy issues. First round of
applications is done in summer 2008 and will affect most research institutions in Norway
connected to forestry issues.

Poland
Forest and forest industry policy overview

The efforts to develop forest-based sector in Poland can be divided into five areas: 1)
investments, 2) market dynamics, 3) employment, 4) trade and 5) research and development
(Mederski et al. 2008).

Investments are mainly to increase afforestation and paper industry production. Rather than being
linked to fast growth, afforestation is seen as a long investment aiming to support sustainable
forestry. The majority of afforestation is carried out with the help of subsidies available from the
EU. The NFP foresees an enlargement of the forest cover up to 33 % of the total land area by
2050. At the same time, conversion of the coniferous forests is planned and a level of 33 % of
broadleaved species is expected by 2050.

The paper industry has developed fast after its privatisation. At the moment, paper industries
operate with new technologies, it has high productivity and it is competitive in the markets.
Nevertheless, despite strong paper export growth, trade deficit can be observed in many paper
grades.
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Gross value added in forestry grew by 75 % between the years 1996 and 2006, while at the same
period the amount of harvested timber grew by 47 % and the price of timber by 28 %. There is
already high demand of timber in Poland, and it is predicted that due to a growing demand of
wood for energy, the competition between the forest based sector and energy industry will
increase.

One trend has been that the level of employment in the forest sector has dropped while the
income per capita has increased. Further growth in productivity at work is expected and to
achieve this goal a wider application of information technologies is planned.

The export of Polish timber reached 0.45 % of the world total timber exports in 2005, while the
imports of timber were three times higher, 1.50 % of the world total timber imports. The forestry
sector does not have strong interests in developing the import of timber, but the Polish timber
industry would like to gain from higher timber imports. The Polish furniture industry exports most
of its production, being fourth in the list of world biggest furniture exporters. Further development
of the furniture industry is worked for, though competition is fierce.

Trends forestry:
« Future objectives of the National Forest Programme, which are to be reached in three

stages: by 2000, by 2020 and by 2050:

- faster growth of population than forest area, which may cause increasing demand on
current forest resources

- forest cover is aimed to reach 30 % by 2020 and 33 % by 2050; this together with
increasing supply of wood from special plantations is expected to lead into growing
timber harvests

- continuing with forest conversion from even-aged, coniferous stands to uneven-aged
mixed stands

- further regeneration of private forests of low health

- intensification of interdisciplinary research to guarantee forest sustainability (e.g.
biology, silviculture and forest utilisation)

- growth in CO2 retention by 10 % (4.5 million tones) until 2020 and 20 % (9 million
tonnes) until 2050

- improvement of forest biodiversity: the amount of broadleaved species is aimed to
increase from 22 % to 33 % by 2050, and the amount mixed stands up to 48 % of forest
area by 2050; introduction of under storey in medium reach forests sites (1min ha).

Future trends in National Policy of Ecology (NPE):
The main objective of the NPE is to guarantee ecological security in the country. Its by-objectives
are:

« strengthening of management system of environmental protection

» protection of environmental heritage and rational utilization of natural resources

» securing sustainable use of renewable materials, water and energy

» further improvement of environmental quality and ecological security for the protection of

citizens health
» protection of climate

Trends forest industry:
» higher integration of forest-based sector, mainly the fields of forestry and pulp and paper
industries
« preparation and implementation of long-term wood demand strategy, defining national
wood supply opportunities and maximum allowable cut as described in forest inventory
plans
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» achieving additional use of timber from urban-rural fringe and special plantations

+ developing timber import-export strategy to fulfil country’s forest industry needs for raw
material

» developing innovations and technology to a forest-based industry to be able to use more
medium and small size timber in processing

» supporting industry sector by introducing information technology solutions for highly
efficient timber markets and minimising negative effects of unstable timber markets

+ growing interest of industry sector in timber at the same time as societal needs for
recreation in the forests are growing

Threats forestry (from NFP and NPE):
« the main issue is to get prepared for climate change by changing species composition and
converting coniferous forests to more broadleaved forests and with increasing afforestation
» the number of people is growing faster than the forest area — causing growing societal
demands on the forests

Threats forest industry:
» there is a risk for increasing imports which can distort domestic wood markets (implicitly
recognised)

Opportunities forestry:
* NFP: growing area of forests due to afforestation of old agricultural land with the help of EU
subsidies
* NPE: use of EU resources for environmental protection

Opportunities forest industry:
» wider use of small and medium size timber in wood industry

The measures and recommendations for action on how the forest and forest industry
policies are implemented to tackle the trends, challenges and opportunities:

Forest policy recommendations for action in Poland are best described in the National Forest
Programme (NFP) including short (until 2010) and long term targets (until 2050). The National
Forest Programme (2005) was developed in cooperation with scientists and representatives from
the Forest Research Institute, the Ministry of the Environment, the State Forest and the Faculties
of Forestry in Warsaw and Poznan.

The NFP’s short term target (until 2010) focuses on three basic forest functions: 1) ecological, 2)
social and 3) economic. The objectives of the programme (below) are followed by information on
who will be responsible for the programme implementation and budgeting.

Objectives regarding ecological functions like environmental protection and carbon sequestration:

« enlargement of forest cover up to 30 % of total land area — National Programme of Forest
Cover Enlargement 1995-2020 (Puchniarski, 2000) and alteration of post-agricultural land
to forests through afforestation — funding from national (the State Forests) and EU sources
to attracts private sector investments

« improvement of water retention in the forest — funding from the State Forest budget and
government subsidies from Environment Protection Funds

» prevention of erosion and soil degradation, recreation and use of post-agricultural areas —
changes in silvicultural practices and forest operations

» changing species composition by using species suitable for site specific conditions —
changes in silvicultural practices by the State Forests
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* increasing carbon sequestration of the forests — enlargement of forest cover and changing
species composition

Objectives regarding social functions like forest education, tourism and recreation:

» education of local societies that forestry in Poland is sustainable and multifunctional,
respecting environmental protection and the interests of society — use of Forest
Promotional Complexes (the State Forests administrational units and budget),

* building forest infrastructure more friendly to tourism and recreation — the State Forests

Objectives regarding economic aspects like wood production and wood processing: influence
state forest and private sector:
* increase in forest growth both in wood and non wood forests products’ production —
enlargement of forest cover
+ improvement of economic effectiveness of the forest sector — development of information
technologies and work efficiency
» participation of the forest sector in the development of rural areas — protection of small
sawmills by guaranteeing their wood supply and stable timber prices
+ improvement of forest practices in the private sector — free service of the State Forest
administration for private owners to help them to learn best silvicultural practices

Austria
Forest and forest industry policy overview

Austrian wood industries have undergone a business concentration process while the exploitation
of forests has increased on both domestic and international levels. The wood production
generates more value added products than before. At the same time, internationalization and
structural changes (outsourcing, machinery, etc.) have reduced the amount of SME companies.
The increased value generation in timber industry (especially in furniture) provides new
opportunities, and wood product marketing is regarded as one prominent future area.

The globalisation development on regional level is getting more intense. The import of the
roundwood is increasing to match with the growing demand. The competition on both, the
production location and raw material sourcing has grown. Biomass utilisation for energy
generation and the use of forests for societal purposes have increased during last decades. New
innovative, forest-based bio-energy products need to be developed. Although growing stock has
increased on yearly basis, approximately only 60 % of annual increment is used. There is
potential for more profound usage of the forest reserves, but also limitations, due to small-scale
ownership structure.

New markets provide opportunities, especially in the case of the paper markets. They also
provide possibilities in reducing trade distortions. The changing the development of the forest
owners, partly resulting from change of generation, has created a positive cooperation between
enterprises and forest associations. At the same time, it has resulted in a declining interest in the
forest management and forestry.

There’s a need to create new opportunities and potential markets for non-wood goods, such as
water and other forest related services. In addition, there exists a possibility to further develop
transport logistics and related cooperation between the forest-based industry and the forestry
sector.
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Globalization, developing information technologies, new economy and wood substitutions set up
biggest challenges for forest-based industries. Especially increasing costs are problematic. The
intensified competition on production, processing and raw materials increases the problems.
Demand for the energy provides both challenges and new possibilities to biomass energy
suppliers and traditional industries.

Decrease in the operational personnel, a process that combined with the structural change of the
forest ownership induce a question on how to maintain and support forestry management and
know-how. There’s a need for development of wood supply, appropriate education and vocational
training with more favorable income framework conditions.

Trends forestry:
« Usage of forest biomass for energy generation

* Recreation institutions, special tourist offers, intensified marketing of the right of hunting,
protection against natural hazards (torrents and avalanche)

» Declining interest in forestry by forest owners

» Continuing relocation of production, internationalization of industry (regional globalization)

» Structural change of forestry

« Innovation in technology for production

* Change in the values and methods of the forest owners (change in forest management,
novel management systems: co-operations)

Trends forest industries:
» Strong emphasis on bio-energy
» Development of composites and new innovative products (such as waterless paper)
* Increment of district and bio-energy heating
+ Concentration on process innovation in means such as improving and making the
production management more efficient
» Structural change of forest industries

Challenges forestry:
* Need for maintaining and increasing forestry “know-how”.
* Increasing roundwood competition
+ Shortage of suppliers of raw materials caused by an increased competition, wood
processing and energy industries
» Variations in roundwood supply and quality
» Decreasing economic potential of forestry
+ Changing market conditions (globalisation) makes adequate adaptation necessary.
* Increasing need for further rationalisation and improved efficiency

Challenges forest industries:
» Scarcity of resources and cost of material
+ Challenges related to energy optimization
» Challenges to respond environmental requirements
» Securing the environmental and recreational requirements for the use of forests

Opportunities forestry:
» Timber product marketing as a main opportunity for forest enterprises
* Increase on forest usage by the whole society
* New “hope markets” for new products, such as water supply, recreational facilities and
specialty tourism
+ The developing of the new cooperative networks between forestry and forest industries
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Opportunities forest industries:
» Opening of the new markets (especially in case of paper)
*  Wood composites are strongly highlighted
* Increase and development of renewable energies
« Further development of promising products, such as specialty (waterless) papers

The measures and recommendations for action on how the forest and forest industry
policies are implemented to tackle the trends, challenges and opportunities:

Forest Policy

The Forest Programme is structured along seven forest-political “thematic areas”. Each of the
thematic areas includes a set of goals, principles and measures that are to be implemented by
means of a continuously updated Work Programme. The decisive organ is the Forest Forum, of
which task is to continue the harmonisation of interest in forest-related matters, updating the Work
Programme and evaluating the measures taken, as well as addressing new issues of importance.
The WP lists 84 measures, but in reality there are no clear guidelines how the implementation of
the measures shall take place, nor are there any additional funds made available for the
implementation of forest dialogue measures.

Some implemented measures of the Forest Programme are e.g.:

« Development of monitoring and evaluation systems and creating new alternative products
to be used in climate protection

+ Evaluation and adapting of legal framework for pollution control, and soil and forest
protection

» Further developing and creation of relevant cooperation programmes, alternative income
sources, etc. to support forest management and sustainable forest management.

* Harmonizing Austrian forest policy with European legislation (i.e. Forest Strategy and
Forest Action Plan)

+ Implementation of Austrian Neobiota Action Plan.

Forest industries

The Austrian NRA has a middle- to long-term perspective, and will be regularly updated by the
NSG. The NRA focuses on lobbying Austria’s research needs on the European level, and it
serves as a basis for strategic discussions with the national bodies responsible to generate
research programs and to relevant policy makers and funding agencies. The NRA is dedicated to
attract talent and technology to all participants in the forest-based sector in Austria but, especially,
it serves as a basis for strategic discussions with the national bodies responsible to generate
research programs and to relevant policy makers and funding agencies.

« Developing ways to deal with raw material competition and resource shortage from the
wood working industry perspective such as resource efficiency, as well as improving
recycling technologies, materials and production efficiency

« Improving the recycling of waste paper, use of secondary fibres, auxiliary materials and
chemicals used in paper production

» Creation of and research on new products, technologies and replacement of fossil based,
not renewable synthetic materials

+ Development of holistic scenarios, models and solution approaches for the optimized use
of forest-based raw material
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Romania
Forest and forest industry policy overview

Romania has 6.3 million ha of forests and the annual harvested volume of timber is approximately
16-18 million m3. Only 40 to 50 % of the annual growth is harvested since the total annual growth
is 34.6 million m3, with an average volume per hectare of 218 m3. The timber for industrial use
accounts roughly half of the annual removals (8 to 10 million cubic meters). The domestic timber
supply seems to largely satisfy the needs of forest industries and only less that 0.4 million cubic
meters of timber is annually imported, mainly from Ukraine. However, because of the lack of
forest transportation infrastructure (forest roads) and inappropriate harvesting technologies, about
2 million ha of forests are not accessible and 1.9 million m3 of mature, exploitable timber remains
unharvested each year.

On the other hand, illegal logging is estimated to reach up to 10 % of the total harvested volume
per year. A regulatory, restrictive legal frame enforces the same rule of sustainable forest
management irrespective to the form of ownership. Forests have to be managed by an authorized
forest district and have to be used according to a forest management plan. Long rotation ages
(over 100 -120 years), extraction of small quantities of timber at once, limited share of clear-cuts
and compulsory regeneration of stands after final cutting are the main rules for forest
management. New forest code adopted in 2008 states that forest management should be
“primordially” ecologically sound. During the latest two years, the ministry has developed a
system for compensating the economic losses of forest owners in case where harvesting of
timber is restricted because of the protective functions of forests. Still, the over-fragmentation of
private forests (1.5 million ha) and the absence of the extension services hamper future evolution
of the policy frame to be less regulatory as now.

Romanian forest industry has faced many challenges during the latest two decades: timber prices
liberalisation in 1995, privatisation, restructuring of the State owned forest enterprises, changes in
the forestland ownership deeply affecting wood supply, and lack of investments. General
economic growth of Romanian economy and supporting public policies in the period 2005-2008
(deregulation, anticorruption, attracting foreign investment, income taxation) significantly improved
business milieu also in forest industries. Romanian integration in the EU in 2007 has had also a
positive influence on forest industries. For example, the wood working industry (excluding the
furniture) encountered 7 % annual production growth in 2006 and 2007. This came under the
influence of an increased domestic consumption and several major investments that took place or
were announced. Timber industry has been a target for 5,7 % of total foreign investments in
Romania in the latest two years. It is envisaged that the overall role of the forest sector (forestry,
timber processing and furniture manufacturing) will increase and that their contribution to the
national GDP will reach 10 %. Currently, all wood based industries and furniture manufacturing
represent 10 % of the number of employees from the industry and around 10 % of the Romanian
exports.

Despite the strong position in the Romanian economy, the timber industry has not had strong role
in Romanian industrial policies. Only the furniture industry, due to its importance in the Romanian
export, has been considered as a distinct sub-sector in the Romanian Industrial Policy and in the
National Strategy for Export. For example, programs supporting branding in furniture industry and
the evolution towards more value added product were launched in the latest two years. For the
rest of the timber industry, the same goals than those set up for the general manufacturing
industry apply, e.g. improving the economic competitiveness and the development of the
knowledge-based economy, development of the infrastructure and development of the human
resources. In realistic terms, the considerable technological lag in comparison with the Western
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European countries fosters Romanian timber industries to be rather technology import than
innovation oriented. On the other hand, the 2006-2008 investments in new and competitive
technologies in sawmilling, MDF (medium-density fiber-board) and particleboard, veneer and
plywood has raised questions on the availability quality raw material for these industries.

Trends forestry:

Explicitly, the policy documents fear that the extension/deforestation of forests via illegal
logging will continue as has happened over the last 15 years. Pressure on forests is
expected to increase. The forest policy documents emphasise the use of plantations for
energy and rural needs; and of utilization of wood waste as fire wood in order to reduce
pressure on industrially valuable timber resources.

Explicitly, again, the forest policy focuses on the increase of forest area; creation of forest
protection belts round arid areas; and restoration of degraded soil.

The implicit assumption about the future is that there will be the same development,
context, and evolution of socio-economic factors than has been in the past.

There is a realistic hope that the situation of the transportation infrastructure in the forests
will improve.

Trends forest industry:

It is expected that the furniture industry will continue to develop, but the competitiveness
will decrease. The furniture industry is currently still low-tech, and it will be necessary to
search more value added products and to incorporate more design and innovation in the
furniture products in order to maintain the current position in the markets.

It is expected also that the re-structuring of the forest industry following the new
investments will continue; medium sized sawmills are supposed to close down, as only
larger companies and very small and flexible are supposed to survive.

Although the general Romanian policies tries to nationally develop the innovation based
entrepreneurship in the period 2007-2013, the introduction of new technologies and the
increase of the forest industry sector’'s competitiveness will be fostered by new green field
investments that are based on foreign capital.

Threats forestry:

Future threats are mentioned indirectly in the formulation of the National Forest
Programme (2005): “The low level percentage of forests in the plane area is correlated with
frequent and long dried period, on the same manner that the deforestation in hills area and
massive cuttings in the mountain-forests area are correlated with phenomena of torrents
and soil degradation”.

Undeveloped and uneven distribution of forest road network.

The illegal logging and unsustainable forest management practices in the private forests.
Extension of the area of protected forests and implementing the Directives for Natura 2000,
which is believed to significantly restrict timber harvesting.

Natural hazards such water flood, soil degradation and drought, desertification and
increasing windfall damages.

Threats forest industry:
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The low efficiency of the timber value chains; too low valued added or too low value
retained by the operator.

The low level of public support and facilities for implementing harmonised EU legislation
and for integration of environmental protection in the forest management and wood
production practices.

Appreciation of the Romanian currency represents a threat for export dependent furniture
industries.



Annex 4: Future trends, threats and opportunities recognized in national forest and
forest industry policies in Finland, Sweden, Norway, Austria, Poland and Romania

The lack of high quality timber.

Declining availability of labor for harvesting and forest works.

The lack of transparent information on timber market prices and the lack of information on
timber availability from private forests.

Lack of dialogue between the main stakeholders, and between the industry and the
government. Low level of cooperation between the industry representatives.

Lack of the forest sector integration and access to the Western European markets, mainly
due to quality reasons (except for furniture products).

Opportunities forestry:

The only opportunity identified explicitly in the policy statements is afforestation, that is
seen a mean to increase the forested area, which can contribute the supply of raw material
for forest industries and local communities in the long run.

Several loans contracted by the Government to support the construction of forest roads.

Opportunities forest industry:

Raw material availability (including of wood varieties appreciated on international markets
like Europe, USA, and Asia) associated with still low labour costs.

Boom in the construction and real estate sectors, which has grown with more than 20 %
per year during the last 5 years;

The investments of multinational companies have started to stimulate local clustering of
timber processing companies.

Governmental programmes fostering research and development (R&D), the financing of
SMEs, the development of innovation incubation services and the decrease of the barriers
for the establishment of spin-off companies.

The geographical proximity to EU customers, particularly important for the furniture industry
(83 % of the furniture export is sold to the Western markets).

The measures and recommendations for action on how the forest and forest industry policies are

implemented to tackle the trends, challenges and opportunities:

Public policies for industry and forest policy ask for imperative development of research
and the transfer of research results into the benefit of industries development and
competitiveness.

Better use of timber in the chain, and harmonization of timber flows.

Improved practices in public-private partnership, increasing stakeholder participation, more
and regular dialogue amongst the stakeholders on issues concerning the forest sector
development.

Revision of legal norms concerning regeneration cutting, thinning, harvesting and the
construction of the forest roads.

Supporting the SMEs, via extension services and bank loans tailored for their needs.
Implementation of an electronic system for timber traceability and the National plan to fight
illegal logging.

Public actions to stimulate the association of the private forest owners, and the association
of the economic agents from timber harvesting, transportation and trade in professional or
entrepreneurs organizations.
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