Governance and Institutional Change in Ireland

Rachel Hilliard and Roy Green

Centre for Innovation & Structural Change

National University of Ireland, Galway

Abstract

An innovation driven policy agenda has emerged in Ireland against a backdrop of remarkable economic growth and convergence. Policy makers now recognise that convergence in innovative performance will also be required for a sustainable economic future. Despite this recognition, over the past decade, the Irish policy system has been struggling with two significant, and interrelated, innovation policy challenges. The first is the stimulation of a national innovation system (NIS). The second is to secure the role of policy in achieving effective links and integrations between the elements of the NIS. 

One explanation may be that the failure to develop coherence between policy elements may simply reflect the early stage of development of the Irish NIS; it may be the case that the development of NIS elements needs to precede the development of effective interactions between those elements. Alternatively the problem may be a particular incidence of a wider problem affecting policy, namely the prevalence within the Irish policy system of a culture of strong ministerial autonomy. It may also be that the innovation agenda has failed to gain wider support within government and society. This lack of a shared understanding of the priority of innovation for continued economic growth and the costs of failure weakens the political imperative for a coherent and integrated approach to developing the Irish NIS. Recent attempts to strengthen elements and interactions within the NIS can be seen as attempts to address these issues.   
1


Introduction

The purpose of this paper is to provide an understanding of current systems of governance and institutional change in Ireland as part of the multi-country MONIT project, which was endorsed by the OECD Technology and Innovation Policy (TIP) Working Party in December 2002. The research timescale of the MONIT project has coincided with a period of reorganisation of Irish policy governance arrangements. Starting with consultation in 2001, new governance arrangements were announced by the Minister for Enterprise, Trade and Employment in July 2004. This has been both a constraint and an opportunity for the research. The constraint has been that the process was contested, and therefore protracted, making it difficult to be conclusive about the impact and effectiveness of both proposed and recently established structures. The opportunity is that this process has thrown a sharp focus on the weaknesses of the existing governance structures. 

In this paper, we seek to provide an analytical overview of the current status of Irish innovation policy governance, as well as grounding this analysis in its historical context. We examine where mechanisms for coherence have developed and where their absence has led to obstacles and missed opportunities for synergy. This analysis was developed through an extensive review of Irish innovation policy documentation over the last 15 years, as well as interviews with key actors in the Irish policy system.
 

2
Policy Challenges

The most recent statement of the key policy challenges for the Irish economy place innovation firmly at the heart of the government’s policy focus:

Ireland is vulnerable in the growth sectors of the knowledge economy as the R&D capability to underpin success in these sectors is not well developed in the public and private sectors… A failure to address the structural deficiencies in R&D performance in the enterprise base will mean we are not replacing low skill industries with new technology companies, ‘high-tech’ manufacturing operations will be more vulnerable and we will not attract and create new waves of firms in the technology areas of the future. (IDC, 2004, p. 19) 

The key feature of the Irish economy over the past 10 years has been the remarkable rate of economic growth and convergence achieved with other European Union (EU) member states.  Irish GNP
 as a percentage of the EU-15 average has grown from 75 per cent in 1993 to 101 per cent in 2003. Explanations for success are multi-faceted, but include the strategic targeting of foreign direct investment (FDI), the associated growth in global markets and favourable framework conditions such as the corporate tax regime, social partnership, the development of the skills base and demographic profile and the effective deployment of EU structural funds. According to the  Enterprise Strategy Group
, ‘Ireland’s economic progress over the past decade was the result of both good planning and of providence’ (ESG, 2004, p. x).

One of the characteristics
 of this period of Irish growth is the emerging gap between the economic and innovative performance of the highly export-oriented FDI sector and the weaker indigenous sector, comprising mainly small to medium sized companies. This is also reflected in the paradoxical situation (see figures 1 and 2) where Ireland is a world leader in the export of high technology products – especially in ICT, pharmaceuticals and medical devices – without being a significant innovation generator (Green et al, 2001). Given that the economy is one of the most trade dependent in the OECD, with one in four jobs being directly export dependent, the global shift to knowledge-based products and services leaves the economy particularly vulnerable. The current structure, weighted towards externally generated R&D, leaves control of the key technology drivers outside domestic influence. 

Figure 1: Share of high and medium high technology industries in manufacturing exports, 2001
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Source: OECD Science, Technology and Innovation Outlook 2003

Figure 2: Technology Balance of Payments as a percentage of GDP for selected countries, 2001
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Gross expenditure on R&D, at 1.4 per cent of GDP (in 2001) is below the OECD average of 2.33 per cent of GDP, and well below the levels of the economies looked to as possible models, such as Finland at 3.49 per cent of GDP and Denmark at 2.40 per cent of GDP. Disaggregating this expenditure, R&D performance in the business sector, both indigenous and FDI, is comparatively poor. In 2001, business investment in R&D (BERD) was 73 per cent of the EU average and 57 per cent of the OECD average:

· One third of indigenous industry had some level of R&D, but only 50 firms, out of a total indigenous base of 3000 firms, accounted for 43 per cent of R&D investment.

· The level of R&D is higher in the FDI sector of the economy, but still low. Some 20 firms, out of a total FDI base of 1000 firms, accounted for 64.5 per cent of R&D investment. 

The public sector contribution to R&D expenditure in Ireland has also lagged behind comparable countries. The higher education sector, particularly in relation to research funding support, suffered during the period of fiscal restraint in the 1980s and 1990s. While this is now being addressed through new research funding initiatives, in addition to successes in the EU Framework Programme, there are still identified weaknesses with the low level of industry-academic collaboration and a lag in producing the level of high quality researchers required.  

· Irish higher education has a good record in producing science and engineering graduates. For example, in 2000, 35 per cent of Irish graduates were in science and engineering, compared with an EU average of 26 per cent, and 30 per cent for the next best performer, Finland. 

· However, the number of researchers in the economy, at 5.1 researchers per 1000 of total employment (in 2001), still lags behind the OECD average of 6.5 researchers per 1000 of total employment and the Finnish figure of 15.8 per 1000 of total employment. 

Figure 3: Performance of the STI System
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This analysis of key policy challenges is illustrated in figure 3 which compares Irish performance on key input and output indicators to the average performance of the MONIT participant countries. Clearly, the Irish system demonstrates strong employment in medium to high technology manufacturing and services, and above average performance in FDI and labour productivity. The share of innovative firms in services and manufacturing is also above MONIT participant average, as are the levels of science and engineering graduates. However, indicators more closely related to innovative performance, such as funding of R&D, level of patenting and other knowledge investments are lower than the MONIT average. 

While the Irish economy therefore comprises a strong company system and good overall macro-performance, weaknesses in the knowledge system are identifiable. This analysis accords with the views articulated in  a number of Government policy documents, starting with the white paper setting out the government’s position on science and technology (DETE, 1996) to more recent reports on the future of industrial policy (ESG, 2004) and RTDI investment (IDC, 2004). Over the past decade, the Irish policy system has been struggling with two significant, and interrelated, innovation policy challenges. The first is the stimulation of a national innovation system (NIS). The second is to secure the role of policy in achieving effective links and integrations between the elements of the NIS. 

3
Current Policy Mix

Framework conditions in Ireland have traditionally focussed on encouragement of employment growth and the reduction of unemployment. However, in line with a changing policy emphasis, embodied in the Enterprise Strategy Group report, Ahead of the Curve (2004), these conditions are being reoriented towards an innovation focus, with a range of initiatives to make Ireland an attractive environment for world-class researchers; provide a strong intellectual property management framework; realign enterprise support budgets and services towards R&D; introduce tax credits for R&D investment; and develop a national pro-innovation culture.  

While the persistent industrial policy challenges have been (i) to embed multinational companies (MNCs) in the economy and (ii) to develop an internationally competitive indigenous sector, more recently policy goals have sharpened around the mission to move to a knowledge-based economy. This mission was reinforced by the Lisbon 2000 strategy, where Europe declared its ambition to become ‘the most competitive and dynamic knowledge-based economy in the world by 2010’. Hence, the first goal for the Irish government has been to promote a strategic shift to R&D based MNC activity, by developing the existing MNC base and attracting new investment as an attractive location for mobile R&D FDI. The second goal is to stimulate the innovative and absorptive capacity of the indigenous sector, which has long been a poor performer in terms of innovation, specifically through the development of internationally competitive clusters of high-tech indigenous industry. 

In particular, the Enterprise Strategy Group has recognised that being a ‘technology taker’ rather than ‘technology maker’, in other words relying predominantly on being the export base for technologies invented elsewhere, leaves the Irish economy overly dependent on external factors with limited room to manoeuvre domestically:

Whereas in the past, products manufactured in Ireland were designed elsewhere, in the future, more of the ideas, the designs and the technology must originate here. Companies in Ireland will have to innovate and gain leadership positions in their target markets. (ESG, 2004, p. 36)

This recognition has also become the starting point for a ‘Knowledge Society Foresight’ project, driven by the Taoiseach’s Department and building on the successful Technology Foresight of the late 1990s which contributed to the subsequent policy shift towards building national innovation capacity:

Ireland has lost the basis for one economic development model (low cost, pool of young educated workers, hidden reserves of labour) without yet having completed the construction of another (R&D infrastructure, childcare, adult learning etc). (Information Society Commission Secretariat, 2004, p.2)

With national policy goals now framed to attract R&D based MNC activity and to develop high tech clustered indigenous industry, the supporting STI objectives and instruments are: (a) to develop the capacity of research institutions to conduct both basic and applied research and to successfully commercialise this research; (b) to increase Ireland’s 
attractiveness to mobile MNC R&D, while permitting a managed transition from increasingly uncompetitive labour-intensive, routinised operations through ‘off-shoring’, downsizing and closure; (c) to upgrade the
 research capacity of Irish firms, both internally and through external collaboration and networks, and (d) to expand the pool of high-quality, technical graduates
 available to industry, including at postdoctoral level.

The shift in Ireland’s industry policy focus over the last three decades is illustrated in figure 4. It has been supported by the largest investment in STI in the history of the State. While STI investment for 1994-1999 was €0.5 billion, the National Development Plan 2000-2006 has committed the Irish government to public investment in STI of €2.5 billion, with only 20 per cent of this amount contributed by the EU. The plan began from the explicit recognition that ‘there is a strong link between investment in the research and innovation base of the economy and sustained economic growth… The accumulation of “knowledge capital” will facilitate the evolution of the “knowledge-based” economy”’ (NDP 2000). 
Figure 4: Evolution of industrial policy focus
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In this respect the policy mix has moved towards more targeted supports to MNCs. These include the CSET initiative within Science Foundation Ireland, where significant investment is made available for long-term university-industry partnerships to develop research.  The Industrial Development Authority reorienting its support to existing FDI around assisting subsidiaries to negotiate the location higher-value activities in Ireland. This is further supported by recent changes in the corporate tax structure which provide R&D tax credits. 

The change in approach is a recognition that the economic success enjoyed by Ireland in the 1990s was not sustainable in the longer term, on the basis of current institutional arrangements. Changing demography and higher living standards mean our original strengths as a cost-competitive country with a large, young educated workforce cannot be relied on.  In 2000 Ireland was ranked 4th in the WEF Competitiveness rankings, but by 2003 Ireland was placed 30th. While the concerns of policy have remained stable in so far as they are concentrated on securing economic growth through the twin track development of FDI and indigenous industry, the goals have  shifted, as we have seen, from an emphasis on employment to the long run need for higher value economic activities and knowledge-intensive activities. This shift, and the associated pressure for more far-reaching change, has produced its own tensions in the policy system.

4
Innovation Policy Governance

The key policy challenges for the Irish economy have evolved gradually over the last twenty years. Successive internal and external reviews of industrial policy have identified the reliance of the Irish economy on weakly embedded FDI, combined with the failure to develop an internationally competitive indigenous industrial sector. These industrial reviews have concluded with broadly similar recommendations: to upgrade human capital; upgrade technological capability; and provide an environment conducive to investment in innovation. 

However, the development of STI policy in Ireland is a relatively recent phenomenon. Although OECD reports in the 1980s had identified the lack of an articulated innovation policy and the Science and Technology Act of 1987 was a first step towards creating a set of science and technology policy institutions, STI was still not seen as a central element of industrial performance. In the late 1980s, concerned Irish scientists made representations to the government about the reduction of already low levels of state support for STI during the fiscal crises of the 1980s. This neglect had led to a running down of research infrastructure and a lack of funding for research programmes. The government brought together a representative group, the Science Technology and Innovation Advisory Council (STIAC), whose report, Making Knowledge Work for Us (STIAC, 1995), became the precursor of Ireland’s first White Paper on STI. 

In terms of innovation policy governance, the 1996 White Paper identified the need for coherent innovation policy governance. However, this requirement is still unmet, despite being highlighted in a series of government reports. The Inter-Departmental Committee on Science, Technology and Innovation made the case as follows:

A country’s innovation performance depends not just on how it performs on each individual element of the innovation system, but how these separate elements interact. Science, technology and innovation policies need to be consistent, coherent and predictable. Increased partnership and a joined-up approach at all levels with effective over-sight and review mechanisms have the potential to improve policy formulation and policy implementation. (IDC, 2004, p. 23)

Despite the recent introduction a number of measures aimed at moving the system towards improved coherence, concerns that this may not be sufficient were expressed by the National Competitiveness Council (NCC) and Forfás:

In the view of the NCC, the constituent elements of the Irish innovation system, their roles and interaction, are not very clearly defined…The Irish innovation system needs to be more clearly mapped out and the exact roles and responsibilities of the actors in the system need to be explicitly agreed. This should include setting out key interactions and allocations of responsibility, e.g. it should be clear who in the state system is primarily responsible for engaging with the enterprise sector on a regular basis to elicit its research needs. (NCC, 2004, p. 28)

Finally, these concerns were echoed and elaborated by the Enterprise Strategy Group, which highlighted the impediments to innovation for companies and the potential for lost opportunities to improve performance in the absence of further reform:

Ireland’s existing support mechanisms for R&D are based on direct interventions through isolated funding measures. There is a need for greater coherence among all the relevant players, including research institutes and higher education institutions, enterprise and state agencies, to ensure that resources are used to optimum effect. If innovation in Ireland is to operate effectively, a continuous process of foresight, policy development, implementation and monitoring need to be put in place. Funding schemes, priorities, objectives and targets need to be strategically aligned and clear lines of responsibility agreed between funding bodies, agencies and enterprise. An integrated national innovation strategy should form the basis for decision-making and focusing resources and funding on a number of niche areas where we can demonstrate world-class capability and realise economic benefit. (ESG 2004, p. 95)

To some extent, the problem lies in the very complexity of the institutions and arrangements that comprise the governance system, which have their own historical origins and rationale, but at the same time reflect an insupportable policy overload for a small country, with associated gaps and duplication at the point of policy delivery. The main players in the system are readily identified as follows:

Forfás: 
The national policy and advisory agency for enterprise, trade, science technology and innovation. 

IDA Ireland:
The IDA’s focus is on the attraction of inward FDI, increasingly targeted, STI-based and influenced by the government’s ‘spatial strategy’.

Enterprise Ireland: 
The EI focus is on supporting growth and innovation in indigenous industry, including through supply chains to the FDI companies

HEA
The Higher Education Authority is the planning and development body for higher education, including the Programme for Research in Third-Level Institutions (PRTLI)


SFI:
Science Foundation Ireland is the primary funding body for world-class basic research in two key strategic areas: ICT and biotechnology. 

However, there is a plethora of additional government departments, agencies and institutions engaged in the science, technology and innovation areas in the Irish policy system, as depicted in figure 5.
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Figure 5: Public Sector STI Actors

Source: Forfás (2004)

The complexity of the system poses a major challenge for the implementation of the National Development Plan 2000-2006, which outlined the government’s commitment to an RTDI investment of €2.5 billion over the six year period. Due to the difficulties in introducing coherent mechanisms for policy governance, the intended policy framework to oversee this investment in an integrated and synergistic fashion is only now starting to emerge. A recent OECD review of higher education in Ireland reinforced the view of recent reports and concluded that ‘while there is a consensus about the importance of investment in research to create a knowledge based society there appears to be a lack of a clear strategic framework within which such public funds are invested’ (OECD, 2004a, p. 37, emphasis added). As can be seen from figure 5 above and table 1 below, the Irish system has a large number of public R&D institutions within the already extended STI system, which were described by the OECD as ‘a very large number of organisations for a small country … many of which are responsible for distributing quite small sums of money’ (OECD, 2004a, p. 37). While coherence does not necessarily, or even optimally, have to be achieved through consolidation, it is also true that in the Irish case this large number of institutions leads to a situation where ‘investment programmes seem to have been embarked upon to meet individual institutional perceived needs rather than as part of a coordinated approach’ (OECD, 2004a, p.37). 

Table 1: Public Funding of R&D in Ireland (NDP estimates)

	Organisation
	2001
	2003
	2006
	2010

	
	€m
	€m
	€m
	€m

	
	
	
	
	

	Higher Education Authority (HEA)/PRTLI
	80.4
	106.0
	130.8
	146.0

	Department of Education & Science
	41.1
	62.4
	158.4
	175.3

	Science Foundation Ireland (SFI)
	11.1
	70.0
	131.0
	153.0

	Department of Enterprise, Trade & Employment
	78.4
	78.4
	99.2
	120.6

	Teagasc
	40.1
	38.5
	40.3
	41.0

	Department of Agriculture and Food
	18.6
	13.9
	16.1
	16.3

	Marine Institute
	9.7
	11.0
	13.0
	15.0

	Bord Iscaigh Mhara
	8.4
	2.7
	4.0
	6.0

	Public Enterprise
	18.0
	
	
	

	Health Research Board/Department of Health
	15.5
	17.9
	44.0
	60.0

	Environmental Protection Agency (EPA)
	4.5
	4.0
	6.0
	7.0

	Other
	16.0
	17.0
	22.0
	25.0

	TOTAL
	341.8
	421.8
	664.8
	765.2

	GNP (billion €)
	96.8
	110.8
	119.4
	131.8

	Public R&D/GNP
	0.35%
	0.38%
	0.56%
	0.58%

	Source: OECD (2004a)


The past four years have been a period of rapid change for Ireland in respect of STI policy and investments. In 1990, Mjøset argued that the challenge for Ireland ‘must be to stimulate an Irish system of innovation’ (1990, p.18). While the 1996 White Paper on Science and Technology identified the need for the development of strong elements within the NIS and strong interactions between those elements, it was not until 2000 that the government made a commitment to meeting that challenge. 

5
Tensions in the Policy System

Given the strongly departmentalised and autonomous policy domains in the Irish  system, it is perhaps inevitable that there are conflicts that arise from the failure to develop effective horizontal mechanisms. Horizontal mechanisms in this context refers to way of ensuring that the policy system demonstrates coherence such that ‘individual or sectoral policies build on each other and minimises inconsistencies in the case of (seemingly) conflicting goals (OECD, 2004c, p. 8). 

Fragmentation and segmentation

One of the key tensions within the Irish innovation policy system is between the two departments with most responsibility for innovation investments, the Department of Education and Science (DES) (controlling almost 60 per cent of the RTDI budget) and the Department of Enterprise, Trade and Employment (DETE) (controlling almost 12 per cent of the RTDI budget). A key example of this is the development of two parallel funding programmes. 

On the one hand, the Programme for Research in Third-Level Institutions (PRTLI) has its origins in the donation of substantial funds by a private philanthropist, matched and then built upon by exchequer funding. Under the control of the DES, this was used to implement a programme of investment primarily in university research infrastructure. The aim is to strengthen the basic research capabilities of third-level institutions and improve their capacity for engagement in high quality research, nationally and internationally. 

On the other hand, Science Foundation Ireland (SFI) is a DETE initiative. A Technology Foresight exercise completed in 1998 identified ICT and biotechnology as the two areas of science that Ireland should target to support innovation and long-term economic growth.  The National Development Plan 2000-2006 allocated a fund of €711 million to support this objective. SFI is the mechanism created to administer the majority of this fund. It is modelled very closely on the US National Science Foundation (NSF) and is headed by a former NSF director. The objective is to support world-class standards of excellence in mission-oriented basic research in the two strategic areas. Funding is of individuals, research teams and industry-academic partnerships. 

Figure 6: Divergence in Two Major R&D Funding Programmes

	PRTLI
	SFI

	Department of Education & Science

Funding: €605million

Timescale: 1998 - 2005

Focus: 

· universities’ own research strategies

· collaboration between universities

· infrastructure-focus
	Department of Enterprise Trade & Employment

Funding: €648 million

Timescale: 2000 - 2006

Focus: 

· research in national strategic areas

· collaboration with industry partners

· research based



The two programmes are in some senses complementary – up to 50 per cent of SFI funded researchers are based in PRTLI funded physical infrastructure. However, the programmes are fundamentally different in their orientation. The PRTLI looks for institutions to submit a single application for funding of the institution’s strategic objectives. SFI funds world-class research in the national priority areas of ICT and biotechnology. A recent international assessment of the PRTLI was critical of the lack of coherence between the two programmes:

Our concern about coherence in research funding extends especially to the relationship between PRTLI and SFI. In our view, and from the evidence of our investigations, there is a mutual synergy between the two, which needs to be better managed. … we are not convinced from what we have seen and heard that this relationship is managed in the most effective way within the existing government structures. (HEA, 2004, p. 13)

‘Short termism’ in resource allocation

In 2002, the Finance minister, faced with a potential budget deficit, announced a ‘pause’ in €150m of research funding in the DES/HEA’s PRTLI research programme. No date for resumption of the funding was set, and it was almost a year before the funding flows resumed. This caused considerable disruption and uncertainty in the research programmes. An international assessment concluded ‘it has undermined confidence, nationally and internationally, and has explicitly signalled a lack of commitment in public policy towards the research enterprise generally’ (HEA, 2004, Vol. II p. 45). 

One of the authors wrote at the time:

[A] renewed commitment in the Budget to the National Development Plan targets would have made sense not only in terms of the longer term objective of a knowledge-based economy but also as short to medium term counter-cyclical policy. Yet, almost unbelievably, these arguments have been rejected in favour of a sharply contractionary Budget… The position is even more serious for strategic research and education infrastructure. The Budget imposes a ‘pause’ in capital spending for research programmes – that is to say no spending commitments at all for programmes which in some cases have only just got off the ground – and a nominal cut of 24% in capital spending across the third-level sector as a whole, translating into a real cut of around a third. These measures are as short-sighted as they are unnecessary. (Green, 2002a)

As well as indicating short-termism and vertical incoherence, this event also demonstrated horizontal incoherence. At the same time as the DES faced a pause in its research investments, the SFI research programme being run by DETE remained unaffected. It is generally understood that the reason was the political influence of DETE’s minister, who was also the deputy prime minister and leader of the minority coalition partner in government.

Ministerial influence

The case study above of the uneven treatment of similar, complementary STI initiatives coordinated by different ministries can also be seen as an example of the influence of policy-makers’ individual effectiveness and ambitions. The deputy prime minister and leader of the minority coalition partner in government has a long track record of bringing energy and focus to whichever portfolio she holds and this commitment was seen when she was Minister for Enterprise, Trade and Employment. This was very significant in developing the role of DETE as the innovation champion within government. However, it could also be argued that strengthening the influence of an individual ministry may work against a culture of horizontal coordination. This was seen in the struggle over the creation of the new, independent Chief Scientific Advisor (CSA). While the cross cutting nature of the position was widely acceptable, the decision to house the CSA in DETE, for administrative purposes, was resisted by other departments on the basis that it would further strengthen  DETE’s ownership of the innovation agenda. 

Competing ‘ rationalities’

One of the key tensions within the recent attempts to stimulate the NIS has been the difference in rationalities between the Department of Finance and other departments. While the Department of Enterprise, Trade and Employment is committed to the implementation of the Lisbon strategy (the EU template for developing a knowledge-based economy), the Department of Finance is equally firmly committed to the goals of the ‘Stability and Growth Pact’ and the associated Broad Economic Policy Guidelines (BEPG) in keeping a tight control of public finances and debt. This has led to difficulties with short-termism and vertical coherence, as well as broader issues of developing cross-cutting approaches to innovation policy.  These difficulties are not peculiar to Ireland as they reflect positions adopted at Ecofin, the committee of EU finance ministers, which is also charged with implementing the ‘Cardiff process’ of product and capital market reform:

The Cardiff process… required an annual audit or ‘stocktake’ of structural reform by member states in a number of defined areas, subject to peer review by other member state governments as well as to an assessment by Ecofin... The process was incorporated into the mainstream of EU policy at the Lisbon Summit in 2000… Nevertheless, the heads of government stamped their own authority on the Cardiff process with the introduction of a new, ultimately all-encompassing element at Lisbon – promotion of the knowledge-based economy. While this objective could be interpreted to fit the deregulation agenda, possibly through more competition in service and infrastructure provision and reforms to business finance, it could equally be seen as necessitating a more coordinated policy on industry, skill development and STI. These are the fault-lines of current economic debate in Europe. (Green 2002b, p.   )

The change in economic model to an innovation driven economy, replacing the old model of employment growth, is being championed by DETE, without it being clear that there is a similar commitment or even understanding in the rest of government or the wider society. Concern about this can be seen in the creation of the position of chief scientist, which will be discussed below, with the rationale that this post could act as a very public advocate for STI within the policy system and, through establishing the value of STI investments, encourage the development of a positive societal attitude to the innovation agenda. 

Different views of innovation
The premise of the MONIT project is that governments have accepted the logic of the NIS approach to innovation policy, but have experienced difficulties in realising that approach because of problems in achieving coherent, cross-cutting policy making. In Ireland, it is not yet clear that the NIS model is accepted across the whole of government. This is hampered by the fact that the Irish innovation system, and in particular interactions within the system, are poorly understood and under-researched (HEA, 2004). An integrated approach is being championed by one ministry, DETE, but commitment to the NIS model varies even between agencies within the ministry: the rhetoric of NIS appears to be stronger than the implementation. 

Furthermore, there are deeper cultural obstacles to the adoption of an NIS approach in both government and the rest of society. First, there is no culture of cross-cutting approaches to governance. As one senior policy official put it, ‘everyone in Ireland believes in coordination, but nobody wants to be coordinated.’ A small number of key crisis issues have been tackled in this way (notably the approach to a crisis in drug-use in the 1980s), but otherwise the policy culture is strongly departmental. Even during the prolonged economic crisis of the 1980s, with society and government committed to the goals of improving economic conditions, some policy-makers found it hard to achieve a coordinated response to developing and implementing policy solutions. Second, within government and within society, the innovation agenda has not achieved shared understanding and commitment. The value and logic of the move to a knowledge-based economy is not one that is widely shared in practice.

Nevertheless, the increased reliance on stakeholder involvement to drive policy, building on the ethos of social partnership, has advanced the case with the prospect of broader impact in the medium to longer term. For example, significant use was made of strategic intelligence in the setting up of SFI, where, as we have seen, the identification of the key sectors of biotechnology and ICT were determined by a Technology Foresight exercise carried out in 1998. It has been noted by policy-makers that the key benefit of this initiative was not so much in the selection of strategic sectors but rather in securing the commitment of government to a step increase in the level of state R&D investment. 

In addition to the statutory role of the Irish Council for Science, Technology and Innovation (ICSTI), and now the Chief Scientist, in providing consultative inputs to policy, there is a long history of ad hoc reviews of policy to incorporate the interests and perspectives of stakeholders. We have referred to three such exercises which have been undertaken in the last two years: first, the Enterprise Strategy Group review of challenges to innovation and enterprise development; second, the Inter-Departmental Committee on Science, Technology and Innovation action plan for promoting investment in R&D; and third, the current Knowledge Society Foresight exercise on the next iteration of the ‘Irish model’. Together with the efforts of politicians and commentators, government departments and agencies, and research and education institutions, these reviews provide the necessary groundwork for the translation of the rhetoric of the knowledge-based economy into a broadly based consensus on policy and implementation.

8
The Emerging Governance System

The recognition of innovation governance as an issue had its origin in Ireland in the 1996 White Paper on Science and Technology, which identified the challenge as being to develop, first, the key elements of a national innovation system and, second, strong interactions between those elements.  The need for governance arrangements that would cut across departmental interests and integrate innovation concerns into the whole of government was reflected in the White Paper’s proposals, which called for:

· a supra-departmental STI budget that would prioritise STI budgets above sectoral interests. 

· a Cabinet sub-committee on STI, so that support and commitment could be coordinated at a government, not just department level.

· a junior minister with responsibilities in the two key STI departments of Enterprise Trade and Employment and Education and Science.

· the establishment of an Office of Science and Technology (OST) within DETE, with responsibility for coordination of STI policy across all government departments. 

However, in the main these proposals were premature and unrealisable at the time. No serious consideration was given to the idea of a change in the budget process away from the system of bilaterally negotiated departmental budgets coordinated by the Department of Finance. The proposal for a Cabinet Committee, chaired by the Taoiseach, was accepted in principle but never put into practice. A junior minister with a joint portfolio in the DES and DETE was appointed, but the arrangement proved to be ineffective and the minister was reassigned to one department (DETE).  On the other hand, the OST became, and still remains, an important driver of innovation policy within DETE, but the anticipated role in ensuring cross-departmental coherence has not evolved. There are a number of possible reasons for this. One is the role of the Department of Finance, also discussed elsewhere in this paper. The experience of fiscal crises in the Irish economy in the 1980s has led to the development of a strong Department of Finance not inclined to relinquish the control provided by a bilateral budget allocation process. A supra-departmental innovation budget would have seriously threatened the dominance of Finance. Secondly, the timing of the White Paper, was that it emerged during the start of a period of high growth and prosperity. With national income growing at 8.6%  p.a., the logic and urgency of the innovation agenda was not readily apparent. The Minister responsible for commissioning the White Paper left Government the following year, leaving the reforms without a champion and further hampering the chances of implementation. 

However, recognition of the need for improved innovation policy governance was not eroded but acquired more urgency. The process of change received fresh impetus in 2001 when the Minister for Enterprise, Trade and Employment announced that she was appointing a Commission, under the auspices of ICSTI, to develop an overarching framework for national policy in research and technological development. The objective was presented as follows:

[W]ith a view to underpinning innovation for economic and social development in Ireland, [the Commission will] make recommendations for improving the structures and mechanisms for the formulation and implementation of national policy for Research and Technological Development including co-ordination, synergy and linkages across the sectors and activities in the National Development Plan and securing appropriate funding balance. (ICSTI, 2001)

The ICSTI Commission consulted widely amongst stakeholders and received submissions from over 30 organisations. The resulting report explicitly recognised the need for coherence between the NIS elements and the requirement for a shared vision of the core elements. It identified problems with the existing weak linkages and poor communications between the government departments with STI responsibilities. It argued for improved structures and mechanisms in Ireland to create and maintain a coherent NIS. 

The fundamental requirements of an STI policy framework were identified as being such that the framework would support a ‘whole of government’ approach to STI, focussed on key national economic and social priorities, with sufficient authority to induce a coherent and coordinated approach from departments. The key specific measures recommended in the report were:

· the appointment of a chief scientist to advise government on the scale and balance of STI investments, with responsibility for creating and sustaining synergy between departments, as well as stimulating and coordinating elements of the NIS. 

· a Cabinet Committee for STI, which would be chaired by the Taoiseach

However, some of the recommendations were highly contested. In particular, media reports pointed to a fundamental divergence of views about where the chief scientist should be located. The Commission’s recommendation was that the chief scientist, while independent of any department, should be ‘hosted’ within DETE. The rationale was that DETE, as the current innovation champion within government, was the most appropriate location, with the caveat that the decision be open to review after five years. This recommendation met with resistance, and it was suggested that there was a ‘fear that the creation of a powerful new science office within that Department will cause all funding and policy decisions to gravitate towards it’ (Ahlstrom, 2003). 

The final report was delivered to the Minster in December 2002, but has not been published. The recommendations of the report were only implemented in June 2004, a delay attributed to the problems with the departmental affiliation of the chief scientist. Announcing the package of measures, including the location of the chief scientist within Forfás, the science and technology policy agency of DETE, the Minister ‘acknowledged that there had been considerable debate on this point’ (DETE, 2004). The delay and contested nature of the departmental affiliation suggest that departments, while publicly welcoming of measures to achieve coherence, are still unconvinced that departmental interests will not be pursued. 

As a result of these reviews and considerations, a whole suite of institutions has been introduced in Ireland with a view to achieving an increased focus on STI. Specifically, the following measures were announced in 2004, resulting in a new framework of innovation policy (see figure 7): 

· the appointment of a Chief Scientific Adviser.

· the introduction of a Cabinet Committee on STI to coordinate a ‘whole of government’ approach to setting and delivering on STI priorities.  

· initial work on a Knowledge Society Foresight exercise, coordinated by the Department of the Taoiseach.


The centrepiece of the government’s new innovation policy framework is the creation of the Office of the Chief Scientific Adviser (see figure 8). This role will have a number of responsibilities which reflect concerns about potential sources of weakness in the Irish innovation system. The key role is to provide independent advice to the government, including analysis of policy proposals and the relevance and impact of international STI issues. Responsibilities in relation to coherence include advising the government on the scale and balance of overall state investment in STI and, through coordination of stakeholder input into this advice, the evaluation of cross-cutting STI policy and programmes. 


The recent OECD review of higher education in Ireland raised concerns that the remit of the post may not yet be sufficient to address the lack of an ‘effective machinery for coordinating a Government strategy’ (OECD, 2004a, p. 38). The review pointed to the role of ‘provid[ing] independent expert advice on any aspect of science, technology and innovation’, and suggested that it should be strengthened to include responsibility for ‘the coordination of civil science across government departments’ (OECD, 2004a, p. 39). However, given the strong culture of departmental autonomy, some observers find it difficult to imagine how the Chief Scientific Adviser could be expected to assume responsibility for this task without also being assigned the commensurate authority necessary to effect the required coordination and cooperation. The newly formed Cabinet Committee on STI may be in a better position to make progress in this area, though again the OECD review was critical of the Cabinet Committee’s defined purpose of ‘address[ing] and coordinate[ing] science and technology issues’, and recommended that it would be preferable for the Committee to adopt the more ambitious aim of ‘seek[ing] to develop and oversee a national strategy for research, R&D and innovation’ (OECD, 2004a, p. 39).

There is also concern about the capabilities of the Irish policy system with respect to evaluation and policy learning. The overall assessment would tend to the view that the policy system is weak in this regard, which is why the Chief Scientific Adviser has been given, as a priority function, responsibility for implementing a system of independent evaluation of science policy and programmes. Recent research studies have supported the general view that evaluation is an underdeveloped aspect of the policy system. As one writer put it, ‘Various changes in the focus of Irish industrial policy have taken place over the years, in many cases without the insights of evaluation’ (Linehan, 2004). 

The evaluation processes that do exist have developed from the stringent requirements associated with EU transfers. In particular, ‘The Structural Funds Programme imposed the discipline of evaluation on the Irish policy system’ (Cogan and McDevitt, 2000, p.11). Another form of evaluation has been the articulation of the role of STI in contributing to economic goals through periodic, high profile reviews of industrial policy, such as Telesis (1982), Culliton (1992) and the Enterprise Strategy Review Group (2004). Some consideration is also given to transnational learning, through benchmarking exercises (CEC, 2003). 

Ongoing, lower level evaluation processes are perhaps less effective in their impact on policy learning. The argument is made that evaluation processes during the period of technological catch-up may not be sufficient, given that ‘the demands of the next decade are likely to be of a different order of complexity’ (Cogan and McDevitt, 2000, p. 25). Post-convergence investments in STI will necessarily be more strategic and targeted, requiring more rigorous ex-ante evaluation capabilities.

9
Conclusions

Studying the coherence of innovation policy governance in Ireland at this time is like trying to shoot a moving target. The past five years have been a period of intense and rapid change, transforming both STI institutions and policies. Key elements of the NIS have been strengthened (notably public investment in R&D) often by the introduction of new institutions (such as Science Foundation Ireland and the Office of the Chief Scientific Advisor), but coherence in the operation and governance of these elements is yet to be achieved.

The main driver in this period has been the new focus on innovation within the policy system. This has been supported by the introduction of new elements aimed at building an effective NIS, as well as new policy mechanisms aimed at strengthening interactions between the elements of the NIS. Lack of coherence is a recognised weakness in the Irish policy system, one that has been highlighted in a series of policy reviews since the 1990s. Attempts to introduce horizontalisation mechanisms up to this point have been largely unsuccessful, which may in large part be attributed to the relative immaturity of the Irish NIS. Outside the championing ministries and agencies, there is an incomplete understanding of the importance of the innovation agenda for the whole of government. This has been reflected in a lack of shared vision and commitment to a cross-cutting innovation agenda, which is the key rationale for the appointment of a Chief Scientific Adviser. The recent restructuring of the policy system is as much about securing cross-departmental commitment to the value of STI investment, as it is about implementing coherent policy. 

The introduction of new STI institutions, including SFI, and new policy mechanisms based on the establishment of the post of Chief Scientific Adviser and a new Cabinet Committee, may be seen as catalysts for a re-prioritisation. However, it remains to be seen how these will integrate with the existing institutions and whether they will carry weight or be marginalised, as in the case of earlier mechanisms. It may be that a shared vision of the role of innovation in Ireland’s future must precede the acceptance of horizontalisation measures. Furthermore, maturity in what is a very newly emerged NIS is required before innovation policy coherence can be successful. Given the recent nature of the introduction of these mechanisms, it is too early to predict whether this level of maturity has been achieved.
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� Interviewees included representatives of ICSTI, HEA, Forfás, Office of Science & Technology at the Department of Enterprise, Trade & Employment, Industrial Development Authority, Enterprise Ireland, Science Foundation Ireland and the Irish Business & Employers’ Confederation (IBEC). 


� GNP is chosen as the most appropriate output indicator for this purpose, as it discounts the repatriated profits component of GDP.


� The Enterprise Strategy Group was appointed by the Tánaiste to prepare an enterprise strategy for growth and employment in Ireland up to the year 2015. The group consulted widely, with over 200 stakeholders involved in advisory groups. This review is one of a series of large scale reviews of industrial policy taken every decade; earlier reviews were Telesis (1982) and Culliton (1992).  


� Interestingly, this characteristic of segmentation can be observed in other MONIT countries, such as Norway and Finland. 


� This description is taken from the Irish Country Response to Policy Questionnaire, submitted to the OECD Science, Technology and Industry Outlook 2004 (OECD, 2004b). 
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