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New approaches for SMEs: Finding the right research institution and co-
operating efficiently
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In order to achieve a better working innovation process its social dimensions also need due
attention.  Promoting the effectiveness of organising the innovation process, and of diffusing the
results for utilisation, the impacts of innovation can be promoted. This point of view has also been
taken in Tekes, the National Technology Agency in Finland.  We are not merely a funding
organisation handling bottom-up R&D applications, but in addition we have a strong proactive
function.  We have had this function since the founding of Tekes,  and it was one of the new modes
of action introduced into Finnish innovation environment with the founding of Tekes in the early
80´s. My intention is to present the most frequently used approaches to help SMEs´to network in
Tekes.

Tekes is a dominant actor in public innovation policies in Finland. Our primary objective is to
promote the competitiveness of Finnish industry and service sector by technological means.  We
have a budget  of 400 million EUROs and a staff of 230 persons.  Our means of reaching the
primary objective include funding of R&D based on applications, and in addition, we also actively
initiate new innovation actions.

To achieve our goals, we have formulated a strategy for ourselves, according to which we have four
diverse functions for Tekes.  These are
-Selective project funding, which describes our approach with competing bottom-up applications by
companies, research institutes and universities;
-Technology programmes, which describes our proactive operations in planning, funding and
managing large national technology programmes
-Activation, which deals with encouragement of companies and research institutes to perform
R&D-work,  and
-Developing the innovation environment, which aims to ensure that the structure of the innovation
system is optimal from the point of view of innovation policies.
- Also international co-operation is a strategy point,  horisontal to the four others.  With these five
strategy points  we  cover the field of operations we have in order to fullfill the objective of
promoting industrial competitiveness.

Networking and enhancing the co-operation of SMEs  with big companies, other SMEs and
research institutes is a key issue in all of our strategy points by which we hope to achieve our
strategic targets.  The value of co-operation and networking is instrumental, as it is an essential
device by which  the results and benefits of knowledge created by different actors can be delivered
to other participants, companies, research institutes and the society at large.  I will describe the
approaches in each of the strategic points.
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Selective project funding:  networking required as a funding criterion

In Selective project funding,  a funding decision by Tekes is preceded by discussions between the
applicant and Tekes, in which especially SME applicants can be helped with their project plans.
Networking is encouraged, if it can be seen to strengthen the project plan.  As Tekes funds also
university projects, it is possible to offer networking information to companies when relevant.

In the appraisal of an R&D-project application of a company in Tekes, attention is paid to the
following aspects:
-the company, its position on the market, and its economic situation;
-the planned financing of the project costs;
-the validity of the project plan, incl. own personnel resources and those through co-operation
-the technology to be developed;  and
-the utilisation of the results.  Also
-risks,
-spillover-effects, externalities and
-the actual effect of Tekes funding is appraised.

Thus the relevance, quality and quantity of co-operation is a criterion in the project appraisal.  A
more direct criterium is connected to the appraisal of project applications by large companies. In the
case of a large company (larger than SME according to the EU definition) one or more of the
following must be fulfilled:
-co-operation with a SME-company,
-co-operation with a university or other research laboratory,
-project is part of a technology programme,
-project is a co-operation project with another project in some EU-country
-project is industrial basic research
Usually two of the above are simultaneously fulfilled.

The amount of funds allocated annually through bottom-up competition is approximately half of the
total funds,  i.e. some 200 million EUROs.  As a result of having the networking criteria, the
amount of networking in Tekes-funded projects is quite notable,as can be seen from the diagramme
including all company projects (1377 projects) in 1999.  The percentage of projects with university
subcontracting is 63 %:
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While in case of large company projects, virtually all projects have co-operation either with SMEs,
universities or both , the funded SME projects are networked to a somewhat lesser extent.
However, close to 75 % of all SME projects funded in 1998 and in 1999 are organised to contain
networking.  In a recent study (Halme et al., 1999) it was noted that 40 % of  SMEs  in a certain
sample of 200 companies would have made the number of business partners in the R&D project less
than what actually was the case, if Tekes had not supported the networking.  This is a rather

remarkable result  when noting the fact that the sample consisted of the key projects of the
companies.

In terms of money, the co-operation is not quite so well advanced.  About a quarter, or 27 % of the
money allocated to large companies, is due to costs from subcontracting from SMEs or universities.

Proportion of Tekes funds to large companies due to costs of subcontracting with SMEs or
research organisations, %
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The level of networking in case of universities and research organisations has been on nearly the
same level for the past three years.  The SME networking index has been slowly growing, although
a small set back was experienced last year.

In case of university research, Tekes funds usually 70 - 100 % of the project costs, with companies
funding 0 to 30 % of the costs. The projects are organised to have a steering group, which usually
consist of representatives from industry.  In a recent study (Bergenwall 2000) it was noted that
steering group members, including representatives from industry spend an average of three weeks
annually to the steering group activities, half of which is to the company efforts in the project itself
and to the transfer of the results of the university projects to their consequtive companies.  This
result suggests that from company point of view, the  participation in the steering group is a
meaningful form of networking.

Technology programmes: the basic networking tool

Technology programmes are an essential part of the Tekes performance, and they also are the major
device we have to enhance networking and co-operation. Technology programmes aim at gaining
new, technological expertise and product development options in future business areas. They
always have participations and projects from industry, universities and research institutes, and the
projects most often contains subcontractions. The programmes also offer frameworks for
international R&D co-operation.

Technology programmes are used to promote development in specific sectors of technology or
industry, and to pass on results of the research work to business in an efficient way.  As a
conclusion drawn from the nearly 70 evaluations performed so far on the programmes (Oksanen,
2000),  they have proved to be an effective form of co-operation and networking for companies and
the research sector. During 2000, a total of about 60 extensive national technology programmes are
currently running, with a total budget of 1.3 billion EUROs. In 1999, Tekes provided close to 200
million EUROs to financing technology programmes.

The technology programmes are planned in co-operation with companies, research institutes, and
Tekes. The planning takes place in workgroups and open preparatory seminars. The decision of
launching a programme is made by the board of Tekes.  Essential part of initiating new programmes
lies in the fact that substantial amount of information cumulates to Tekes from the bottom-up
applications and the consequent projects, which we fund.  Thus the competitive project application
procedure of Tekes is quite vital to the programme activities.
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Each technology programme has a steering group, a co-ordinator and a responsible person at Tekes.
The duration of the programmes ranges from three to five years; their volumes range from 5 million
to 50 million EUROs. Tekes usually finances about half of the costs of programmes. The second
half comes from participating companies.

In 1999, there were 2400 company participations and 880 university participations in all running
technology programmes.

So far, nearly 70 evaluations of the technology programmes have been performed. According to the
evaluations, the main benefits lay in the close co-operation between research institutes and industry,
the widespread involvement of small and medium sized companies, and the high level of
international co-operation.  Networking and co-operation are in key position.

Activation: additional measures

Funding of prestudies

Tekes has a new procedure to fund with small sums (up to 70 % of the costs, max. 80 000 FIM) the
preparation of project plans and to make small scale marketing and other studies in order to design a
proper R&D project plan. The funds are meant for especially the smallest SMEs.  The new
procedure aims to increase the quality of the project plans with special attention also in networking
as a key instrument in resourcing the projects. The number of prestudies reaches more than 250 this
year.

Science-based start-ups
According to Tekes strategy new start-up companies based on university and  other research are
activated.  Since Tekes funds also applied research performed in universities and other research
organisations, this type of activation is seen as a natural consequence in the chain of events. Most
often the results obtained in the projects are utilised by existing companies, which are involved in
the management and steering groups of the projects. However, sometimes university research
produces results, which have the potential to give rising to new business activities.  In these cases,
in order for fragile business ideas to succeed, it is useful to have support in form of consulting and
other advice.

Tekes has a programme in which new ventures originating from university research are promoted
through science park incubator companies. This operation, called TULI-activation (acronym for
Finnish “Business out of research results”) has been running for some years and has once been
evaluated, with encouraging results.  By the end of 1998, 441 project ideas for possible business
activities had been appraised, 121 of which had been developed further. By that time, 25 companies
had been started or benefited otherwise from the programme through 11 different science park
incubator companies.  (Ahola, LaPointe,1996)  TULI-programme is to be further strengthened.

Technology clinics
Technology clinics are another example of Tekes networking services to SMEs.  These are small-
scale services offered by research institutes and universities, and they are meant to assist SMEs in
solving specified technological problems.  The clinics offer rapid and flexible means for the transfer
of technology and competence for SMEs. An average cost per case is about 10 000 EUROs,  shared
50/50 by Tekes and the company.
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Developing of the innovation environment: countermeasures to systemic failures

The actual operations to network SMEs have been described above, but the present strategy point of
Tekes can be seen as a conclusive one in underlining that the optimal structure of the innovation
system developes stepwise through all performed projects and programmes.

The study by Halme et al. (1999) points out that the most important reasons for SMEs to cooperate
with outside organisations are minimizing the project time and improving the quality.  Their
findings are based on key project analysis of nearly 200 companies. As Tekes had participated in
the funding of  nearly 50 % of the different key projects, the results are representative for Tekes
funded projects in general.  Co-operation has many grades from subcontracted project performance
to fully-shared responsibilities, risks and IPR rights. Halme et al. (1999) point out that most often
the co-operation originates from the needs of one company, who also carries most of the risks
involved in the innovation venture.

Participation of co-operation partner in risk-sharing of key projects

Type of co-operation
(n=196)

yes
(%)

no
(%)

CNS
(%)

sum
(%)

Partner shares a marked part of costs 16 83 1 100
Partner gets full compensation only with success 18 79 3 100
Partner would loose future sales in case of  failure 31 66 3 100
Partners market position would weaken with failure 16 78 6 100
Partner has IPR´s on project results in case of success 20 78 2 100

The study found out that the number of risk-shared projects was higher in the Tekes- funded ones
than in the non-funded ones of the key projects, which allows the conclusion that meaningful co-
operation can be promoted.  Networking happens even when only market forces are in operation,
but it can be markedly enhanced by measures like the ones describe above.
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