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1 INTRODUCTION

1.1 Context

Governments have a vested interest in supporting entrepreneurial actions and seeking to
direct investment and business activity to within their nation. The optimal level of gov-
ernment intervention is an ongoing debate. Many governments of the developed world
seek to avoid interfering with the free market, but to support business activity in a pro-
ductive manner. The area of effect which is exclusive to governments includes the imple-
mentation of the institutional setting which businesses seeking to do business will act
within. Governments can feel political pressure to influence this setting in protective or
opening directions.

The concept of a National Innovation System (NIS) has been developing since the
1980s (Freeman 1987, Lundvall 1985) to describe how the firms and institutions of a
nation are able to interact with each other to produce new knowledge and technological
advancement. Later researchers (Carlsson 1995, Carlsson 2006, Fromhold-Eisebith 2007,
Niosi & Bellon 1994, Mowery 1992, Bartholomew 1997) have added additional divisions
to NIS theory by exploring the concepts of International Innovation Systems, Regional
Innovation Systems, and Sectoral Innovation Systems, which go beyond national borders
to explore the interactions between institutions and businesses.

A growing focus of Innovation System studies is on the internationalization which is
occurring. The importance of national boundaries is challenged as a factor in the grouping
of innovation systems when the growth of sectoral and international systems are seen as
essential for companies which rely on multi-cultural input, international collaboration and
information exchange. (Fromhold-Eisebith 2007).

Economic Statecraft is a method of conducting diplomatic relations by putting busi-
ness at the forefront of activities and focus. Economic Statecraft is a key focus for the
U.S. government (http://finland.usembassy.gov/innovationcenter.html) in their relations
with developed countries. Seeking to create new business relations through institutional
settings such as embassy action and governmental programs can be seen to create an inter-
esting avenue for the extension of the NIS of a country beyond its borders which is not
particularly dependent on individual industry sectors or Multi-National Corporations
(MNC), but can act as a support structure to create new relationships, knowledge sharing
and business opportunities which are beneficial to the country as a whole.

This paper will seek to explore the factors which influence the support which the
United States government provides to Finnish firms that wish to internationalize. The new
Innovation Center which has been built as part of the United States Embassy in Finland

and opened in February 2013 will be a focal point for exploring government activity in a



foreign country. The innovation center has received a lot of attention since its announce-
ment, and represents an interesting and unique form of government support and the inter-
nationalization of innovation systems through government action. Furthermore, the crea-
tion of the innovation center has crystalized a group of services which the embassy pro-
vides to Finnish firms.

The creation of an Innovation Center by a national government with the aim to increase
the cooperation and transfers of knowledge and commerce between two countries is novel
and the potential impact and effectiveness of such a center warrants further study.

The new programs and centers of the embassy and the activities which are produced
from them and around them create an interesting cross-roads for the embassy. The activ-
ities of the embassy are based on U.S. policy decisions at a higher level, and are therefore
an extension of policies which seek to effect and enhance the national innovation system
of the United States. The new activities are aimed largely at Finnish companies, attempt-
ing to make connections to the U.S. and companies involved in trade with the U.S. There-
fore, a major focus for the center is to promote incentives to invest in and do business
with America, and to reduce the impact of barriers on Finnish companies. This creates an
interesting phenomenon of providing services to Finnish companies as part of the national
innovation system of the U.S.

In the best case scenario, both the government and businesses will find benefit in these
interactions. The U.S. Government views Finland as an important ally and would like to
strengthen the relationship. As a way to strengthen the relationship, it can be seen that
there is a need to solidify the business connections between the two countries. Finnish
firms have markets which are closer and more natural first choices for internationalization
in Europe and the east. With support and the right connections however, many Finnish

firms would have great potential to expand to the United States.

1.2 Purpose

This study will examine the base intentions and initial impacts, discuss the factors influ-
encing the actions of the embassy and attempt to find implications for the further devel-
opment of key aspects of the initiative, identify which aspects are country specific, and
those which could be transferred to other locations.

The innovation center constructed within the embassy campus is the first of its kind
for the United States. An analysis of the impact which has been created and that which is
possible in the future is needed. The purpose of this study is to analyze the key factors
which impact the innovation center and to find implications about the best concepts and

practices which are in action throughout the center.



Economic Statecraft, or the placement of business in the leading role of international
relations has been a key focus for the U.S. State Department in recent years, and can be
seen to have a growing role in interactions with developed countries and the United States.
This focus puts business activities in the spotlight and implies that the creation of inno-
vation and business focused locations and activities within embassies may provide an
increased interest in investment in the U.S. and partnerships with U.S. businesses. These
activities also serve as a show of commitment to host countries and the business environ-
ment in a local context.

In studying the current situation of SMEs in Latvia, Estonia, Finland and Sweden,
Baltic Consulting found three main positive effects of internationalization on business
performance. These effects include a higher rate of turnover growth, higher employment
growth and that the relationship between internationalization and innovation is strong.
The report also summarized the international output of Finnish companies as slightly un-
der the EU average. (Baltic Consulting 2013).

Because the innovation center in Finland is the first of its kind, and an experiment in
its creation, there are many opportunities to explore the embassy’s actions. Through the
Innovation Center, the embassy wishes to work with Finnish companies to boost their
level of internationalization. A logical method for encouraging internationalization is to
provide access to the innovation system of the United States through services. Therefore,
this was a logical choice for this type of study.

The purpose of this study is to examine the factors influencing the support which the
Innovation Center in the U.S. Helsinki Embassy can provide to Finnish companies as an
agent of the national innovation system and in implementing a strategy of Economic
Statecratft.

1.3  Research Questions

In order to meet the needs of the research project and fulfill the above stated objectives,
it is necessary to crystalize the project into a number of research questions which the
project will seek to answer for the reader. The research question is:

How do initiatives of the United States affect Finnish firm internationalization?

Within this research question, there are a number of sub-questions which also need to be
answered. These include:

*  Which factors are key to producing impact?
* How do home based (U.S.) and host based (Finland) factors interact?
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*  What are the effects which the initiatives produce?

1.4  Structure

The structure of this study is laid out in the following manner. Following the introduction,
the study is divided into six chapters. The first theoretical portion of the study highlights
the literature in the theory of National Innovation Systems (NIS). First, it explains the
concept of NIS as it has developed through a number of governmental settings. Further,
the ways in which NIS is able to absorb inputs and change over time are discussed. The
changes which have occurred due to the internationalization of innovation systems are
particularly explored.

In chapter three, the theoretical portion is completed with an examination of the rele-
vant literature regarding the incentives and barriers which are present for Finnish compa-
nies seeking to internationalize. The government has the ability to influence the decisions
which entrepreneurs make, and the environment in which they are made. (Minniti 2008).
In addition, the assistance which a government is able to provide, and the possible deliv-
ery methods are discussed.

The research design of the study is laid out in chapter four. This thesis is designed as
a qualitative case research. The research is based on literature review, semi-structured
interviews, event observation and content analysis of media reports and web pages. This
chapter explains the methodological choices made by the researcher with a discussion of
the research approach and selected methods, followed by an explanation of the reasons
for selecting the case study approach for this case. Further, the chapter describes the pro-
cesses used for data collection and analysis. Finally, the trustworthiness of the study is
discussed at the end of the chapter.

Chapter five contains the qualitative research results. The presentation of the results
follows the research questions in order. First the chapter introduces the case and institu-
tions involved, setting the stage for the reader to understand the background of the deci-
sion to build an innovation center in this particular location. Following the case descrip-
tion, the actions and programs which are involved in the case are explained and contex-
tualized. The methods and ways which internationalization is encourage are explored,
followed by a discussion of the internal and external motivating factors for the institution.
This discussion is done by examining the challenges and possibilities faced by the em-
bassy which are evident in the empirical data and by reviewing the services which exist
and are being developed in the embassy.

Chapter six draws together conclusions based on the findings of the case study and

research. The study is further summarized in the final chapter.
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1.5 Scope and Limitations

This study seeks to explore the impact of government intervention on company interna-
tionalization as an influencing factor to the activities which companies already conduct
in order to expand markets and explore new fields. Specifically, the study explores the
changing relations in the Finnish market due to the creation of the Innovation Center at
the U.S. Embassy in Helsinki.

The current study has the following limitations. The case involved in the study is the
U.S. Embassy in Helsinki. There are limitations to access available to the location and
information which is openly available to the public. Therefore, information was gathered
through a series of interviews with embassy staff and observation of offered events and
services.

The amount of research material on innovation systems is vast and expanding. How-
ever, the exploration of an initiative such as this case presents an interesting niche to
examine the effects of government activity abroad, and the factors which influence such
actions. An examination of this case and its actions can add understanding to the study of
NIS and government assistance. Below is a representation of the scope which this study

seeks to examine.

National Innovation/ Government —
Business
\ Intervention

Systems

US-Finnish Relations Secis Gl stiidy

Figure 1 Scope of Study

There are a number of government activities which seek to support business activities
and investment to the U.S. Market. The context in which each program is implemented
offers challenges and opportunities in integrating with the local conditions and environ-

ment.
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2 INTERNATIONALIZATION OF NATIONAL INNOVATION
SYSTEMS

2.1  An Introduction to National Innovation Systems

The concept of a national innovation system has been developed since the 1980’s. There
is an array of descriptions about what is actually included in the system, but a consensus
has been agreed that the system include the companies, organizations and institutions of
a nation-state which create a progression of technological and economic development.

There are many ways that a government can affect business, largely through the crea-
tion of incentives or barriers. Government programs are available to assist businesses in
a number of ways during their development phases. This study will attempt to examine
the practical intersection of government action with the internationalization of a country’s
innovation system.

Nation-states have a vested interest in developing the interactions and systems through
which information and innovations are put into action in the marketplace to stimulate the
economy of the country and strengthen the development systems for further growth. In
order to discuss these interactions and intersecting organizations, it is helpful to have an
agreed upon terminology and definitions regarding the system.

National innovation systems (NIS) have been defined in a number of ways. Nelson
(1993) defined NIS as the set of institutions which determine the innovative performance
of national firms through their interactions, including institutions in the areas of educa-
tion, finance and information. Freeman (1987) includes institutions in both the private
and public sectors which initiate, import modify and diffuse new technologies. Lundvall
(1992) emphasizes the production and diffusion of new, useful knowledge which is cre-
ated by these institutions and within national borders. Mowery (1991) emphasizes the
ability to translate the results of R&D activities into useful innovations and the diffusion

of new technologies.
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Government
Policies and Support

Influence on

institutional
settings
Financial Information — Educational
Institutions systems Institutions
Diffusion of |

technologies |

| Companies |

Figure 2 Elements of a National Innovation System adapted from: (APCTT 2015)

The consensus revolves around defining the system as a set of institutions in both the
public and private sectors which work to create, import, modify and diffuse knowledge
and technologies as products and services. The institutions share a series of influences
and connections which are in one form or another dependent on the health of the system
as a whole, as can be seen in figure 2.

The arrangement of these institutions and the ways which they interact with each other
share many similarities throughout the globe. However, there are many differences due
to location, resources, culture and knowledge levels which affect the innovation system
not only on the national level but within the regional and sectoral levels as well. Because
there is no set prescription for developing a NIS, the tone and standards of the national
level interactions are often set by the standards developed on a regional level. “A concept
of regional innovation system is a good tool to generate an effective national innovation
system, as it can effectively create different sectoral innovation systems in different re-
gions.” (Chung 2002, 485)

In a review of recent trends in NIS research, Balzat and Hanusch (2004) point to the
number of policy-oriented studies of innovation systems throughout the world as a signal
that the creation of frameworks which enhance innovative activity have become a focal
point for policymakers globally, and especially in highly industrialized countries.

Many questions arise when examining the development of innovation systems as to
what the key contributing factors are in the best national innovation systems. Is it a func-
tion of investment and effort in the right institutional structure? Is the success a result of

global conditions and timing?
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History plays a great role in the development of a nation’s innovation system, being
the continuing result of economic development. “A national innovation system can be
perceived as a historically grown subsystem of the national economy in which various
organizations and institutions interact and influence each other in the carrying out of in-
novative activity.” (Balzat and Hanusch 2004, 197). To understand how the factors influ-
encing the embassy initiatives impact the effectiveness it is able to provide, and the influ-
ences the innovation systems of the involved countries have, it is helpful to explore the
history of the National Innovation System. This gives us a chance to explore the evolution
which has already occurred in the concept, and establish the basis for a further evolving
concept into the international realm.

The world is organized by the divisions of nation-states. Therefore, it is quite natural
that each nation eventually evolves their own set of practices and capabilities which can
largely be called an innovation system. The innovation system of a nation includes many
different aspects of the interaction between individuals, companies and governmental
agencies. The system of innovation capabilities is affected by the regulatory environment,
institutional setting, knowledge base, market conditions and availability and many more.
Lundvall (2007) lays out a case that the innovation system concept includes almost eve-
rything in a nation. Lundvall himself has proposed that the system includes social capital,
welfare systems and the labor market. Therefore, some discussion of the history and evo-
lution of innovation systems to the current state is called for.

Throughout history, technological changes have been attributed as a cause for change
and growth, giving advantages to certain nations over others. Discussing the growth of
economies in different nations, Freeman (2002, 192) states, “the huge divergence in
growth rates which is so obvious a feature of long-term economic growth over the past
two centuries must be attributed in large measure to the presence or absence of social
capability for institutional change, and especially for those types of institutional change
which facilitate and stimulate a high rate of technical change, i.e. innovation systems.” In
other words, countries which can track a large change in technological development also
have seen a large advantage in growth rates as a whole.

Freeman (1997) also explores the change from innovation systems based on the city-
state structures, which where the first places where innovation system institutions and
interactions can be recognized. These were dominating in Europe, and especially in Italy
until change began to lead to a British style system of innovation which is based on in-
dustry and the ability to produce. “There was an exceptionally fortunate congruence of
science, culture and technology in Britain which made it possible to use science, including
Newtonian mechanics, on a significant scale in the invention and design of a wide variety
of new instruments, machines, engines, canals, bridges, water wheels and so forth” (Free-
man 1997, 115-116).
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Freeman (2002) discusses the importance of the convergence of 4 sub-systems in 18th
century Britain which can be seen as an explanation for extraordinary growth. The four
sub-systems are science, culture, technology and entrepreneurship. There are examples
of the opposite phenomena as well, where the failure of connections between these four
sub-systems has caused a loss of advantages and growth in comparison with other nations.
For example, Needham (1954) lays out a case that this is the reason China lost its tech-
nological leadership in the world.

Freeman (1997) further describes how the United States, with a national innovation
system similar to that of Great Britain, achieved growth levels which eclipsed other coun-
tries. For many reasons, the United States was a melting pot for culture, science and in-
dustry. The country also had expanding supplies of natural resources and labor from ex-
pansion west and immigration. The United States especially saw spikes in growth rates
after the Civil War and the abolishment of slavery (Freeman 1997, 122).

In its World Development Report, the World Bank (1991) concluded that when con-
sidering the development of nations since World War II, investment in intangible
knowledge accumulation which was the critical factor instead of physical capital invest-
ment, which had been believed to be the leading factor. Developed countries have an
obvious advantage when considering this. The investment in knowledge acquisition and
university systems are usually much higher in these countries, and can be seen as a great
advantage in the race for innovation.

A national innovation system is the collective whole of nation-state systems. However,
there are usually a great variety of differences in how the innovations systems on the
regional or sectoral level act. Lundvall (2007) states that comparing sectoral, regional and
technological systems between different nations can be an interesting way to understand
the dynamics which exist within the national level. He further states that it is important
to analyze the openness to the national systems.

Analysis has shown that capitalist economies which perform better in innovation do
so because they have organized markets which are characterized by “untraded interde-
pendencies” and a focus on long-term relationships. (Lundvall et al. 2011)

The focus on the nation is somewhat natural, but there are interesting changes occur-
ring with the increases in communication technology which shrink the impact of borders.
Multi-national corporations for one example are increasingly diminishing the importance
of national boundaries. In addition, with companies able to work within a wide variety of
different cultures and backgrounds within their own ranks, the amount of perspectives
and background knowledge can be combined in new and interesting ways.

There is a natural competition between nations and their innovation systems. Every
country is of course seeking to maximize the impact that they can make for their own
people and constituents. Competition is not exclusive to the international level though.

Different regions and sectors within the same country can be seen as competing with each
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other for resources and the attention of governmental institutions. Specialization of a re-
gion can account for growth in knowledge resources concentrated there and university
focuses in the area.

The rich history of NIS shows that nations are able to create great impact through the
management and organization of their institutions. This ability to adapt to changing times
and conditions makes changing the way in which a NIS works possible. With a concen-
tration of innovation system development within national borders, it can be seen that a
country could gain benefit by creating bridging mechanisms which create access points
to acquire knowledge and diffuse technology through. While innovation systems natu-
rally concentrated within national borders, the expansion of globalization necessitate

changes which allow the institutions within an innovation system to evolve and survive.

2.2 Changes in National Innovation Systems

There are two perspectives which innovation system research can be seen from. The first
is a narrow perspective which consists mostly of technology and science. The broader
view includes learning, innovation and competence building on a number of levels.
(Lundvall et al. 2011). Taking the broader view allows us to take a more holistic approach
to the creation and organization of innovation systems, and understand how acquired
knowledge can be combined with changing national aspirations to review and modify the
structures and institutions having an effect on the NIS as a whole.

The NIS is an evolving entity with many players and institutions involved. Therefore,
it is difficult to take an exact picture of a particular NIS at any given time. The evolving
nature also means that the system is able to process changing conditions and adapt to the
growing demands of a nation as it grows and expands international business operations.
The below illustration shows the cycle through which the aspirations of a nation are able
to grow with the changing system as knowledge is gained and absorbed. This illustrates
how the expansion and internationalization of institutions and businesses within an NIS
allow for new interactions and inputs from outer sources and can increase the knowledge
and capabilities which exist within the system. Therefore, increasing the number of inter-
actions which occur within an NIS and its outlying connections has a positive affect of

growth and knowledge gain.



17

National Innovation ’

System (NIS)
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outside forces

Figure 3 National aspirations in NIS adapted from: (APCTT 2015)

Malecki (1983) discusses the changes which occur in regional and national develop-
ment, pointing out that the technology and innovation are not black boxes which spread
through regions, nations and globally. Rather they are the result of explicit decisions made
by firms, institutions and governments concerning the types of products and the processes
employed in the region. Locational elements are usually secondary to strategic priorities,
but should flow to the most effective regions which are able to take advantage of specific
qualities they own to effectively commercialize products and technology. (Malecki 1983).

A large part of how the system is able to change is dependent on the outlook and will-
ingness to implement change. In his 1998 article, Mowery laid out a case that the end of
the cold war and decreases in defense spending would necessitate a change in the outlook
of policy makers and industry heads. During this time, the structural base of the United
States NIS was already shifting with two phenomena occurring at the same time. Indus-
trial R&D was starting to be externalized to a great degree, which also led to a greater
level of R&D internationalization. There were also increases in the levels of R&D con-
ducted in the United States by companies from other countries. (Mowery 1998.)

The growth and development of innovation systems is a self-organizing structure that
is dependent on many institutions and individuals. Because of the role which individuals
play in system development, connections play a key role. This is a natural flow develop-
ing from the ecologies of regions, states and nations. (Metcalf and Ramlogan 2008.)

The self-organizing nature of an innovation system also means that when there are
deficiencies in the system, those issues are reflected within the complimentary institutions

which depend on it. In this way, the ups and downs of the system are reflected throughout,
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and can be affected by change in one or multiple components of the system. (Negro,
Alkemade and Hekkert 2012.)

goroeconomic Con,

Knowledge Creation,
Diffusion and Use

Sector
of
Producer Services

o .
Bipuog jexienN s0¥?

Innovation

Performance

Figure 4 Major building blocks of an innovation system Source: (Fischer 2000)

As can be seen in the above illustration, the performance levels of the innovation sys-
tem are a product of the interaction of all relevant sectors. Beyond those interactions are
a number of forces which affect the creation and diffusion of knowledge, all acting within
the larger context of the economic situation.

Discussing the changes occurring in NIS research and policy, Lundvall stresses that
modern NIS thinking should have even more emphasis on human resources. “While an

aspect of globalization is that codified knowledge moves quickly across borders, the most
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localized resource remains people, their tacit knowledge, their relationships and their
accumulated organizational experiences. Therefore, all parts of the innovation system
that contribute to competence building are becoming increasingly important for national
performance.” (Lundvall 2007, 42).

Jacobsson and Bergek (2011) analyzed the creation and systemic structure of emerging
innovation systems. They laid out a series of steps which are included in the formation of

a new innovation system.

* Entry of firms and other organizations along the supply chain
* Formation of social, political and learning networks
* Alignment of institutions

*  Accumulation of knowledge

The component processes are all interdependent and interlocked. The changes made
in one stage will affect the development of all other stages. Therefore, the creation of an
innovation system is a co-evolution process characterized by great uncertainty (Jacobsson
and Bergek 2011.)

In summarizing the changing field of innovation systems at the end of the 20" century,
Mowery (1998) laid out a set of characteristics which were predicted to define the chang-
ing NIS of the United States. The characteristics include:

* Lower levels of federal funding for R&D

* Lower defense related R&D and procurement

* More focus on development of new products rather than pure research activities

* Higher levels of internationalization, including ingoing and outgoing investments
in R&D

* Higher levels of IPR protection, domestically and internationally

* Higher levels of cross-company collaboration and university industry collabora-
tion

* More university claimed IPR protection

A natural motion for the development of national innovation systems is to move to-
ward international sources of collaboration and development. Policies and initiatives im-
plemented by governments often have a motive to protect the national system however,
which can lead to policies which have, despite best intentions, the unintended conse-
quence of producing roadblocks to internationalization. Therefore, convergence between
the structures of various national innovation systems is halted, unplanned and sometimes

slow to develop. (Mowery 1992).
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There are points of view about NIS which either focus on the increase in knowledge
which is circulating and accumulating within the system or on the diffusion of technology
through innovations in products or services. The move toward internationalizing innova-
tion systems serves both aspects of the system. Encouraging outer investment in the coun-
try draws knowledge and innovations developed elsewhere into a nations system and al-
lows the firms and institutions inside that system to learn and incorporate knowledge into

knew innovations.

2.3 Internationalization of Innovation Systems

The focus on the national level is natural because of the structures which have been es-
tablished to organize the world. However, the focus on the national level when discussing
innovation systems has been criticized for pushing policy makers to look toward protec-
tionist or “beggar-thy-neighbor” policies, which can be counteractive to the development
of quality innovation policy. (Lundvall 1997).

The expansion of digital technology, and the networking of the world are decreasing
the effects of geography more and more each year. There are few sustainable systems
which can be insulated only within the borders of a single country. Expansion and sharing
of knowledge seems to be a natural progression in the development of innovation systems.

There is growing evidence of an interdependence of innovation systems between coun-
tries which cannot be denied. In the late 1980’s, Swedish researchers began exploring
innovation systems outside of national borders. The idea of technological systems which
focus more on technical innovation production. In addition, definitions of supra-national
level systems of innovation began appearing in the 1990’s. Currently, there are four sep-
arate accepted ways to describe innovation systems, including national, regional, sectoral,
and technological. (Carlsson 2006).

Summarizing the leading research into internationalizing innovation systems, a com-
mon statement which is found in most studies shows that corporate innovation exists in
an increasingly globalizing economic context and depends highly on international collab-
oration and information exchange (Fromhold-Eisebith 2007).

The amount of innovation which is created within national borders, and the amount
which is imported from outside varies greatly by country. The below graph details the
OECD’s data showing over time the amount of technology access which has been taken

into countries from abroad.
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Figure 5 Share of acquired technology obtained through imports (OECD 1997)

This figure illustrates that overall, the United States has traditionally imported a
smaller percentage of technology than other developed countries (OECD 1997). This
demonstrates that the U.S. has had a superior technological position during this period,
with a sufficient amount of technology developed internally. However, it also shows that
there is potential to increase the input of technology acquired from abroad to enhance the
NIS as a whole.

In reviewing international innovation systems, Niosi and Bellon (1994) found that
smaller countries tend to have a larger flow of technology and knowledge back and forth
over borders more than larger countries which tend to be more self-sufficient. In addition,
they found that the EU is the most realized form of a supranational system in action and
that the impact of national policy plays a key role in the filtering of potential entries into
a nation’s innovation system. So, while the interconnected systems become increasingly
intertwined, the role of the local and national networks still carry an overwhelming influ-
ence. (Niosi and Bellon 1996).

It can therefore be implied that actions taken in the local and national realms of inno-
vations systems can carry an influence which have the potential to impact the develop-
ment of international innovation system structures.

The opening of global opportunities for small companies has an impact on many in-
dustries in that the acquisition of start-up companies by larger firms is increasing and
means that industries such biotechnology, companies rarely grow into mature enterprises
on their own, but are more commonly acquired by firms with an established foothold in

the industry. (Mowery 1992). In essence, this means that technology in a developmental
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stage has more mobility on a global stage and is able to jump over national boundaries in
the process of development.

Foray (1995) presents an interesting conundrum in that in order to create a globally
matching innovation system, it would require a reduction in the diversity of the elements
such as IPR management and protection, education and technology development which
are conducted in individual countries. However, the diversity present in each system is
what makes them unique compared to other systems and is a central feature of national
innovation identity. It is therefore important for systems seeking to interact on an ongoing
basis to find entry points in which the institutional settings are favorable to trade and
development on a mutual level.

Bartholomew (1997) studied the biotechnology industry and concluded that mixing
local R&D with the resources and solutions of foreign innovation systems gave firms a
competitive boost. She concluded that the most important way that companies could boost
their innovative capability was through cross-border alliances. Geography is less of an
obstacle for all sized companies, opening opportunities to increase the variety of inputs
from international sources which go into development of products and services at an ear-
lier stage than previously possible.

In industries which count heavily on tacit knowledge, which are naturally clustered
near educational institutions that support them and are hard to transfer, the nature of the
knowledge can act as a barrier to internationalization and participatory collaboration with
other innovation systems (Carlsson 2006).

The impact of international input to a national system has the potential to create a great
deal of value. For instance, Sweden in the 1980°s was lauded as a world leader in factory
automation. During this time, they were able to move quickly and keep on top of the game
by relying on foreign suppliers and networks for up to three quarters of technology em-
ployed. (Carlsson 1995).

The international level of innovation systems is impacting national level systems in
interesting ways, which have not been thoroughly studied. “Such shifis in the preferred
analytical level are likely if international intrasectoral ties in the generations of innova-
tions will continue to intensify while domestic ties lose importance, and if the significance
of national institutional framework conditions should descend at the expense of regional
or sectoral framework conditions.” (Balzat and Hanusch 2004, 208)

The interactions between various levels of innovation systems do not need to be at
odds with one another. In the best case, there is great potential in bridging the institutions
and activities of each level together. The national level holds the most superior position
in terms of regulation and the establishment of institutional frameworks because of the
influence that national policies carry in business activities. However, is can be seen that
innovative interaction is not produced by political directives or from formal institutions.

Interactions emerge from social processes, and the need to integrate new sources of
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knowledge and technology. In this sense, the emergence of international innovation sys-
tems affects business and innovative activity more directly at a sectoral or regional level.
(Fromhold-Eisebith 2007).

As can be seen below, it is possible for International Innovation Systems to work in
tandem with NIS and Regional systems (Fromhold-Eisebeth 2007). In the best case sce-
nario, all levels of the system would be able to benefit from the efficient flow of inputs
across borders. In the United States, the NIS is well developed, and could potential absorb
influence from international innovation system influences. However, it is also a challenge

for the government to open channels for absorption.

 (collaboration @ | (collaboration" .
and learing) .~ " and leaming) -

determining and influencing and
implementing the /f contributing to
major framework performance
Figure 6 Interdependencies of national, regional, and international systems of inno-
vation (Fromhold-Eisebeth 2007)

The ability for individual firms or industry organizations to connect and acquire
knowledge internationally allows for more specialization at the regional level, thereby
increasing the diversity, and overall health of the NIS as a whole. Learning is a strategic
element in all innovative processes. Learning gained from international interactions can
be filtered through specific and local characteristics at the regional level, offering a
chance for the NIS to absorb institutional changes and review desired policy structure.
(Cooke Uranga and Etxebarria 1997).

Many firms find entry barriers in the form of costs of product introduction and mar-
keting related barriers, leading to an increase in collaborative ventures between startups
and established firms interested in their technological assets. This form of collaboration
allows both sized firms to gain knowledge and market advantage across borders.
(Mowery 1992). This is another way for firms to externalize their own R&D functions,
by acquiring the best technology which emerges from the startup scene. It additionally

facilitates the internationalization of technology diffusion in an accelerated form.
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The internationalization of national innovation systems requires a good deal of struc-
tural change, which progress slowly over time. Mowery (1998) finishes his summation
of the status of the United States NIS by stating that such structural changes will lead
companies from the United States to increase the links they have with foreign firms as
well as government-supported program.

Other institutions which play a role in the NIS face pressures which lead them to a
natural internationalization. Universities especially fall into this camp. Universities not
only produce a supply of qualified individuals to fill the workforce, but also play a key
role in knowledge creation, business-university collaboration and business creation
through spinoff processes. (Mowery and Sampat 2004.)

Bartell lays out the case for increased university internationalization, stating universi-
ties should become institutions without boundaries to create individuals who are able to
prosper in the environment which is prevalent in the new century. Universities without
boundaries should be better equipped to deal programmatically with transnational con-
nections which occur on all societal levels. It is a necessity to educate individuals for
global functioning, thereby strengthening the functioning of the innovation system which
they will eventually become a part of. (Bartell 2003).

In summation, there are a number of factors which are attractive about breaking out of

thinking about innovation systems purely from a national level. They include:

1) Places innovation and knowledge creation in focus, emphasizing interactivity and
dynamic innovation,

2) Shifts thinking from the knowledge creating firm to a concept of knowledge creat-
ing territory,

3) Innovation is viewed as a social process, placing emphasis on institutional context

and the process of knowledge creation and dissemination. (Fischer 2000).

Encouraging the internationalization of the nation’s innovation system can encourage
firms and organizations globally to seek involvement within the system because there are
available entry opportunities which offer the chance to tap into the national potential and
become a part of the operational system. This is especially pertinent when discussing
Finnish firms which wish to internationalize to the United States. The technological and
contextual similarities between the two countries make business relations possible in most
cases. However, the disconnect between institutions and foreign businesses causes a need
for government intervention. The lack of information about market possibilities can be a
strong barrier to the decision to approach the U.S. market. The need for informational and
networking building have created a fertile field for the embassy in Helsinki to create new

services and programs to assist Finnish firms.
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3 GOVERNMENT INTERVENTION IN INTERNATIONALI-
ZATION

In the process of internationalization of innovation systems, many institutions and organ-
izations take a broader international approach. In particular, it is seen that businesses need
to adapt an international approach and be willing and ready to collaborate with organiza-
tions outside of its home country. There are many factors which can influence, encourage
or discourage businesses from doing this. For the purposes of this study, we will primarily
discuss the incentives and barriers which face companies that are internationalizing, and
what the role of government should be in influencing decisions.

The role of government in businesses and in interactions with entrepreneurs can be
debated in many ways. However, it is agreed that entrepreneurship is an important engine
of growth for nations and government policy helps to shape the institutional environment
in which decisions are made by entrepreneurs. (Minniti 2008).

The government can do little to affect the supply levels of entrepreneurship, but can
create policies which influence the allocation and choice of individuals to engage in en-
trepreneurship (Baumol 1990).

Governments are able to set the rules of the game by setting the institutional environ-
ment in which businesses work. In the setting of institutional rules, the government can
constrain human action, encouraging some activities, discouraging others, and possibly
reducing uncertainty in the environment. (Minniti 2008).

The role of government in business is normally the most active and effective in the
discovery stage, supporting research processes. The figure below explores the spectrum
of innovation from a business point of view and the roles of individual actors in the de-
velopment process. From this figure, it can be seen that the government is most able to
influence business creation during the first stages of development, after which industry
interaction and investment capital take over a larger role in taking a product or service to

commercialization. (Jackson 2011).



26

Industry, Investors and

Government \
Investment

Government

/

Resources

Inventin, X s
o Small Business Commercializing

Discovery Technology Development Commercialization
Demonstration

Level of Development
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Lee and Park (2006) explored the linkages within an NIS and found that government
support of early stage R&D makes success much more likely, incentivizing collaboration
with basic research institutes contributes to the success of early R&D and that forming
networks which include downstream sectors public and private R&D projects succeed.
(Lee and Park 2006).

There is also the question of which avenues are the most appropriate for government
to intervene in. There are sources of direct support, such as agencies and programs de-
signed to take direct action in influencing the companies involved in commerce. The other
side is indirect programs actions which seek to develop the institutional setting in which
entrepreneurs act.

In indirect action, the government is seeking to create optimal conditions for success,
and allowing entrepreneurs to interact with the environment as they are able. The figure
below lays out the scope of government involvement in export promotion, which is an
optimal area for intervention because it is one of the most common methods of first in-
ternationalization and can occur in all stages of a company’s lifespan. (Diamantopolous
et al. 1993).
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The Scope of Government Export Promotion
(Source: Understanding the Role of Export Marketing Assistance: Empirical
Evidence and Research Needs, Diamantopolous, et al. 1993)
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Figure 8 Scope of Government Export Promotion (Diamantopolous et al. 1993)

Criticism of government action can come when policy is not focused enough. Wagner
& Sternberg state that in order to best support entrepreneurial activity, enacted policy
should be tailored around the economic region and specific institutional context. (Wagner
& Sternberg 2004).

In summarizing the role governments should play, Minniti states that “government
should endeavor to create enabling environments conducive to the division of labor, the
commercialization of invention, and exchange.” She continues, emphasizing that the re-
wards of productive innovation are preserved through the protection of property rights,
enforceable contract and commercial freedom. (Minniti 2008).
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3.1 Incentives to Internationalization

There are a number of reasons that companies desire to internationalize operations. These
can include gaining access to new markets and securing competitive advantages which
cannot be reached while operating solely within national borders. The decision to attempt
internationalization is usually made when weighing the barriers which are opposing the
operations and the incentives which present themselves as positive attributes of the choice
(Hutchinson et al. 2007).

The decisions which are made in the process of internationalizing a company are not
solely a rational decision between pluses and minuses, but hold a very human factor at
the core. Recent literature has found that for SMEs, the role of the founder or entrepreneur
in the decision to internationalize is a determining factor for the company. Research has
highlighted managerial factors such as competence, international orientation and global
mind-set of the managers as a driving force in the decision to start international activities.
(Hutchinson et al. 2007).

The below figure explores the factors which influence the internationalization deci-
sion. It is a complicated decision made in an environment where there are a number of
uncertainties. Internal and External forces both have their own priorities. The company is
also subject to the facilitating factors created from these forces, along with the motives
and goals of various parties. This shows that the influences for an internationalization
decision can come from many sources and are linked to each other in various degrees.
(Hutchinson et al. 2007).
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Figure 9 Decision to Internationalize (Hutchinson et al. 2007)

In their 2007 report, the OECD showed that growth and knowledge related motives
are leading factors for the internationalization of firms. In addition, a number of “soft”
factors which led to increased internationalization such as “network and supply chain
links, social ties, immigrant links, improved global trade infrastructure, and sector and
region-of-origin factors.” (OECD 2007).

The OECD (2007) also highlights the importance of organized private sector-led sup-

port structures such as Chamber of Commerce Networks. Finland is elevated as a partic-
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ular success story in this regard. Another successful example of public-private organiza-
tion supporting internationalization in Finland is Finpro, which has 53 trade centers in
more than 40 countries to provide consulting, advice, research assistance, trade fair sup-
port, etc. (OECD 2007).

Beginning international activity with exports registers highly on the likely mode of
entry for a majority of businesses. In a 1996 study, Korhonen, Luostarinen and Welch
examined the inward and outward patterns of Finnish business and the government policy
which impacted them. The study showed that a greater number of companies began in-
ternational operations through inward activities, importing products, services licenses,
etc. In a high number of cases, this initial inward movement created the opportunities
which led to outward international activity as well, either with the initial partner, or with
organizations which were involved in the supply chain. (Korhonen et al. 1996).

In studying the combined effects of incentives and barriers on export decisions, Ra-
maseshan and Soutar summarized the leading research on incentives to internationaliza-
tion and listed the following as the most noted reasons for companies choosing to inter-
nationalize themselves. Factors for companies were both internal and external and in-
cluded adverse conditions in home market, recession or saturation in domestic markets,
domestic competitive rivalry, competitive pressure, profit and sales opportunities in over-
seas markets, excess production capacity, idle production or administrative resources,
differential firm advantages, technology advantages, marketing advantages, technologi-
cal intensity of the product, age of the firm, firm size, international horizon of managers

and institutional assistance and promotional programs. (Ramaseshan and Soutar 1996).

3.2 Barriers to Internationalization

The number of influences to internationalization are great. However, not all firms decide
to internationalize even when they could gain advantages from it. There may be a number
of reasons for the decision to not internationalize. The factors considered to be barring
entry to foreign markets or participation in international trade are barriers (OECD 2009).

In an extensive survey, the OECD studied the barriers to internationalization which
are faced by SMEs throughout the globe. The following table summarizes the top 10 bar-
riers described by SMEs engaged in international activity (OECD 2009).
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Rank- Description of barrier
Weighted
factor
1 Shortage of working capital to finance exports
2 Identifying foreign business opportunities
3 Limited information to locate/analyze markets
4 Inability to contact potential overseas customers
5 Obtaining reliable foreign representation
6 Lack of managerial time to deal with internationalization
7 Inadequate quantity of and/or untrained personnel for internationaliza-
tion
Difficulty in matching competitor’s prices
Lack of home government assistance/incentives
10 Excessive transportation costs

Figure 10 Barriers ranked by SMEs (OECD 2009)

Individual barriers help to understand the specific forces that face companies and dis-
courage them from internationalizing. However, it is more helpful to understand the over-
all forces at play to categorize these barriers into groupings which make understanding
the larger impact of barrier existence clearer. Morgan & Katsikeas (1997) summarize the
findings of many researchers on the impediments to internationalization and lay out four
categories of challenges and obstacles which firms face when attempting to export or

internationalize their operations.

Strategic obstacles

A lack of resources available to a firm can harm the adaptive capacity and impose
strategic limitations. Government and regulatory export policies can also lead to strategic
obstacles. Strategic impediments can change the playing field so that it appears foreign
competitors hold an advantage which may be insurmountable and lead firms to choose

other avenues to utilize resources. (Morgan & Katsikeas 1997).
Operational obstacles
Operational obstacles reflect a mismatch in the marketing mix decisions and functional

level marketing considerations. Especially in product based businesses, exporters have

found issues meeting the target market design, style, quality and regulatory needs. If the
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operational obstacles cause the firm to lose the ability to produce and distribute products
at a competitive price, they may be unable to compete with local alternatives. (Morgan &
Katsikeas 1997).

Informational obstacles

A firm needs to be able to identify, analyze and evaluate information about the target
market on an organizational level to be able to find the organizational fit between strategy
and environment. Lack of information can hold a firm back from forming a proper strat-
egy or finding needed partnerships. Marketing research activities can be seen as a measure
to tackle informational obstacles, but is often cost prohibitive. (Morgan & Katsikeas
1997).

Process-based obstacles

International operations often involve interactions between a number of players in the
distribution channel, with service providers and governmental bodies. Slowdowns in the
process chain can cause major difficulties for the internationalizing firm. Firms are often
unfamiliar with government regulations and assistance programs, which can create drag

on initial international business processes. (Morgan & Katsikeas 1997).

The perception of obstacles can be different between geographic regions. Sullivan and
Bauerschmidt found that while American firms were likely to perceive obstacles as coun-
try specific, European firms were more likely to perceive barriers as challenges which
arose from firm-specific conditions. (Sullivan & Bauerschmidt 1989).

A survey of Midwestern business executives found that businesses were hesitant to
begin export operations due to a lack of experience in exporting and a number of infor-
mational concerns about foreign demand, regulations and financial implications. The
prime benefits from exporting appear to be in the area of competitiveness as well as prof-
itability, which can be seen as a partial justification for government involvement in stim-
ulating the creation of export activities. (Kotabe and Czinkota 1992.)

Because exporting is the most common form of initial stage internationalization, it is
important to recognize the roadblocks which can affect this decision. Kotabe and
Czinkota (1992) summarized the export related problems faced by companies in the fol-

lowing categories.

* Logistics (Transportation, documentation, financial information, distribution,
packaging and insurance)

* Legal procedures (government red tape, product liability, licensing, customs)
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* Servicing exports (parts availability, repair service, technical advice, ware-
housing)

* Sales promotion (advertising, sales effort, marketing information)

* Foreign market intelligence (locating markets, trade restrictions, competition
overseas). (Kotabe and Czinkota 1992).

In summarizing the combined effects of incentives and barriers, Ramaseshan and
Soutar found that firms may choose to internationalize even with significant barriers if
they perceive that the incentives are strong enough to warrant the investment and effort
required to overcome them. In contrast, some firms chose not to internationalize even in
conditions of low barriers if the perceived advantages are not enticing enough. (Ra-
maseshan and Soutar 1996).

Leonidou studied the organizational effects of barriers to internationalization and
found that the most serious barriers to internationalization where those associated with
the foreign environment. These geography-based barriers included finding opportunities,
locating proper representation and competition forces. (Leonidou 2000).

Of course there are different barriers encountered depending on the region being ex-
plored and the region that the company is residing in. The Finnish Ministry of Foreign
Affairs conducted a survey to identify the barriers faced by Finnish companies in foreign
markets. In regards to the United States, the trade barriers where reported as follows
(Finnish Ministry of Foreign Affairs 2013).

# | Type of barrier %

1 Discriminatory product specifications 31.5
2 | Other barriers 13.0
3 Movement of persons 11.1
4 | Customs tariffs levels 9.3
5 | Intellectual property rights 7.4
6 | Movement of Capital 5.6
7 | Customs procedures 5.6
8 | Public procurement 3.7
9 | Competition conditions 3.7
10 | Quantitative restrictions and licensing 3.7
11 | Business environment 3.7
12 | Tax problems 1.9

Figure 11 Trade barriers encountered in the United States by type and sector (Finn-
ish Ministry of Foreign Affairs 2013)
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In addition, the 2013 survey by the Ministry identified the top markets of interest for
Finnish companies as Russia, Sweden and China, followed by Germany and the United
States. When questioned what would be most needed from public internationalization
services, the respondents stressed the need for good preconditions in a market to ease the
transition to international activities. The activities of local government services such as
ELY (Centre for Economic Development, Transport, and the Environment) centers were
highlighted as valuable, but it was stressed that companies desired Finnish diplomatic
missions abroad to act as door-openers and promote networking activities. (Finnish Min-
istry of Foreign Affairs 2013).

There is also considerable evidence that a major weakness in international competi-
tiveness for both the U.S. and the EU doesn’t stem from the production of R&D, but the
translation of those advances into viable commercial products which are deliverable to
the market (Mowery 1998). The OECD listed the 3 major ways which home governments
can support the overcoming of barrier into export markets. They are in International Ne-

gotiations, Legal Proceedings and Trade Advocacy (Fliess and Busquets 2006).

33 Government assistance to incentives and overcome barriers

Governments have a role in encouraging SMEs to move to higher levels of competence
and therefore gain a competitive advantage in a growing global environment (Hashim
2012).

There are a number of tools which can be used to exert the influence of a government
towards the goals they have defined, but a growing base of research suggests that some
of the most effective and meaningful tools which governments employ are informational.
(John 2013).

The OECD summarized findings from a number of business surveys which suggest
that a number of barriers faced by companies such as documentation overload, insuffi-
cient information about requirements, lack of information on laws and administrative
needs, transparency and bureaucratic delays would benefit from an increase of informa-
tional resources and contacts (Fliess 2006).

The government’s dilemma is in figuring out the right level of involvement in the
economy and within the business environment. This is normally cast as a choice between
free market ideology and interventionism. However, as the government can be seen to
have a renewed role as the economy approaches technological frontiers, when technolog-
ical innovation involves spillovers which are facilitated by networks. (Mahmood and Ru-

fin 2005). In discussing the decisions facing government’s role, Mahmood and Rufin
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(2005) summarize, “Economic and political centralization have to give way to a more
market-oriented and democratic role if innovation is to thrive.”

In the below figure, Pietrasienski lays out a picture of the different phases of SMEs
seeking to internationalize, and the kinds of governmental support which fit for each
phase. From this, it can be seen that there are levels of individualization in service which
make sense only after a company has taken steps forward in internationalization. Prior to
this, a governments resources are better spent on generalized services designed to encour-

age initial explorations. (Pietrasienski 2011).
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internationalization
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Figure 12 Concepts of governmental support programs in different phases of com-
panies' internationalization (Pietrasienski 2011, 194)

As an example of the services which a government is able to offer, Hashim lays out
the case of the Malaysian government which has six key roles of long term strategic plan-
ning, export agent, financial agent, negotiator, taxes and incentives, and regional cooper-
ation. (Hashim 2012).

The government of Slovenia in its Programme for Stimulation the Internationalisation
of Companies for the Period 2010-2014 (Republic of Slovenia 2010), laid out the activi-

ties which would be the focus of its support programs. They include:

Information and support activities
Market opportunities analysis and consultancy
Promotional activities

Education for international business

woh D=

Internationalization financing

Many governments provide forms of assistance to help companies connect with for-

eign markets and potential partners. However, Okoroafo found that the percentage of
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small companies which are aware of government assistance services is low, and the actual
usage rate is even lower. He also noted that the key reasons stated by non-exporting com-
panies for not internationalizing are areas which have government support services avail-
able. (Okoroafo 1999).

This implies a mismatch in the communication of available government services to
those companies which would best be able to take advantage of them. Torres, Varum and
Banno found that “firms’ competencies positively affect awareness and negatively affect
the use of public support.” (Torres, Varum & Banno 2012). This indicates that there is a
threshold of competency in internationalization past which companies feel that govern-
ment assistance is not helpful.

From the mismatch of awareness and usage of services, we can surmise that promotion
of broad government assistance opportunities would be better focused on companies
which are in the early stages of internationalization. “The promotion of internationaliza-
tion specifically through non-financial measures seeks to alleviate any shortfalls in com-
petencies when a company embraces internationalization, entering environments that are
often quite distant in geographical, cultural and institutional terms.” (Torres et al. 2012).

Government agencies can best attract firms to governmental programs by showing the
potential tangible benefits which can be gained from using various assistance programs
(Mahajar and Yunus 2006).

Hutchinson, et. al., found that facilitating agencies such as business networks and gov-
ernment agencies such as the Department of Trade and Industry had a great impact on the
ability to manage international operations in action. In particular, they found that “the
ability of management to network more formally with agents, designers and business con-
tacts proved significant in the development and support of overseas operations.”
(Hutchinson et al. 2007, 108)

The connection to suppliers and other established contacts in a foreign country being
a strong leader in the choice to internationalize backs up the idea of government involve-
ment in networking activities, establishing connection between players in other countries
as a kick-start to internationalization (Pietrasienski 2011).

An interesting change is facing government programs in that a number of small firms
are of the nature that they are acting internationally from the outset of operations. These
“born-global” companies, usually knowledge-based companies offering value-added
products and service, do not fit the usual assumption behind government support that
companies with incrementally grow in the domestic market and expand internationally
online when a suitable advantage is found. For these companies, the value of stimulation
programs is limited, generalized export market information is of limited value, they de-
mand a much faster response than traditional companies and demand greater support in

developing international network relationships. (Bell and McNaughton 2000).
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The need for international networks is further laid out by Zhou, Wu and Luo, finding
three main benefits from social networks. They are knowledge of foreign market oppor-
tunities, advice and experiential learning and referral trust. The strength of personal net-
works can benefit both outward internationalizations which stimulate the firms by learn-
ing new technologies and having the chance to test the needs of foreign markets, as well
as inward internationalizations which give the firms a chance to tap foreign technologies,
gain management skills and receive capital investment. (Zhou et al. 2007).

Kotabe and Czinkota found that for early stage companies, the government was best
able to help with filling informational gaps about foreign regulations and restrictions.
Networking and informational programs are designed to fill these gaps for participants
and provide feedback about the needs in the environment. Governmental red tape was
also listed as a problem for early stage companies looking to export. (Kotabe & Czinkota
1992).

Kotabe and Czinkota then go further to find that competitiveness over profitability was
a key benefit of internationalization, which can be seen as a justification for government
intervention in the internationalization process, encouraging the long-term health of
firms. They also imply that more resources should be placed on firms in the early stages
of internationalization and away from those in later stages. (Kotabe & Czinkota 1992).

These findings back up the need for government support for companies that are seek-
ing to internationalize. However, a growing challenge for countries is figuring out how
to support companies in a changing international environment and maintain the focus on
goals and aspiration that the country holds for its own NIS.

To summarize, the areas where government agencies are best able to reduce the impact
of barriers to internationalization for a large number of companies is in reducing the in-
formation gaps which exist for SMEs and facilitating the creation and maintenance of
networks supporting internationalization. Many incentives exist to assist internationali-
zation, but require promotion to ensure that the right audiences are made aware of their
existence and benefits. The theoretical background of this chapters allows us to later draw
insights into the most relevant actions the embassy can take to effect the internationaliza-
tion of Finnish firms. As well, the principals of government intervention allow us to eval-

uate the key factors which influence the actions of the embassy.

3.4 Synthesis — Dimensions of government intervention and support
provided by governments

The above sections laid out the theoretical background used to develop the synthesis of

this study presented in Figure 13. This synthesis summarizes the concepts discovered in
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the literature review and serves as the guiding theoretical framework for the empirical

portion of the study.

Embassy values

Elements:
Represent United States Government
Support relationship between countries
Create new ways to interact
Increase joint potential

Finnish Firm

S Internationalization NN

National Innovation System Government Intervention

Elements: Elements:
Knowledge accumulation +  Most effective in early stages of company development

- Growth benefits Complimentary relationship - Direct support and indirect actions
Interactions between institutions and businesses *  Incentives creation

Natural International expansion Barrier reduction

*  Government support programs

Figure 13 Theoretical framework - Institutional setting for government intervention

The environment influencing the services which the embassy is able to provide to
Finnish firms interested in internationalizing to the United states is represented in the
above figure. The setting is represented by three boxes. Each component includes a listing
of the key elements.

In this context, the embassy is attempting to act as filter for the larger NIS of the United
States while interacting with Finnish firms utilizing methods of government intervention.
The embassy is a natural go between in this case because it is able to take influences from
both components, represented by dotted arrows in figure 13, and utilizing the values
which are present in the mission and goals of the embassy create new programs and ser-
vices which seek to provide value for Finnish firms as well as enhancing the components
of the U.S. national innovation system.

Representing the government of the United States and the institutions from the U.S.
which act internationally is the strongest tool the embassy has in influencing Finnish firms
in internationalization. The elements of NIS make it an especially valuable tool for the
embassy. Lundvall (1992) showed that NIS is a powerful tool for production and diffusion
of new knowledge, while Mowery (1991) focused on the ability to take R&D results and
create useful innovations and new technologies. Mowery (1998) later showed that the
levels of R&D in the United States conducted by companies from other countries was

increasing. Metcalf and Ramlogan (2008) also showed that the growth of interactions
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between institutions and individuals is a natural development when connections between
regions, states and nations are opened.

The internationalization of innovation systems is also a natural progression in devel-
opment. Fromhold-Eisebith (2007) showed that this internationalization of innovation
systems is a result of corporate globalization, but that it relies heavily on information
exchange and collaboration.

The expansion of innovation systems to the international level means that more com-
panies, and at earlier stages have a chance to access the institutions which may have been
previously reserved for companies within national borders. Because of the nature of the
innovation system and the information sharing and knowledge growth which results, the
players on both sides of the international connection have a chance to benefit from the
increase in interactions.

In a country like Finland, which is well matched with the United States but has a large
physical distance from markets, there is a clear need for institutions to intervene in creat-
ing bridging mechanisms between countries. As can be seen in Figure 7 (Jackson 2011),
the government is best suited to assist the development of innovations in the early stages
when companies are open to new inputs of knowledge.

There are many types of government assistance possible, but as Diamantopolous, et.al.,
(1993) showed, services can be divided between direct support and indirect action. In this
case, the embassy is best suited to provide indirection support which create environments
which Minniti (2008) described as conducive to the division of labor, invention commer-
cialization and exchange.

The government has the possibility of affecting businesses by creating incentives and
reducing existing barriers. The obstacles companies faced are categorized and summa-
rized by Morgan and Katsikeas (1997) as strategic, operational, informational and process
based obstacles.

Incentive creation is a more difficult proposition for the embassy to accomplish in the
Finnish environment. With a focus on indirect support actions, the embassy is best able
to create facilitating factors which are laid out by Hutchinson (2007) in Figure 9. The
strongest tools which governments possess in this area are in filling information gaps
(Kotabe and Czinkota 1992) and in creating and support networking opportunities
(Hutchinson et al. 2007).

With this setting, the embassy is able to test the creation of new services which are
designed to support the internationalization of Finnish firms. The creation of these ser-
vices is novel compared with usual government programs because they are aimed at for-
eign companies. An ideal outcome of services is to support the companies which are in-
ternationalizing while creating connections that can have meaningful impact to the na-
tional innovation system in the United States. The complimentary relationship between

the theories of NIS and governmental intervention provide a chance for the embassy to
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create a positive institutional setting which is supportive of business exchanges between
the United States and Finland which benefit both countries and create new chance for the
development of new interactions and increasing the joint potential which the two coun-
tries share.

The setting provided by the strong position of the U.S. national innovation system
which is able to follow the natural progression towards internationalization combined
with an embassy which is willing to take action to provide services to companies in a
foreign setting makes the U.S. Embassy in Helsinki a unique case which warrants study.
This mix provides a chances to explore the interaction between these two concepts and
the application in a real-world setting.

Chapter 2 and 3 provided the theoretical framework which the empirical portion of
this study was based upon. The next chapter will describe the design and methodological

approaches which were used when conducting the empirical portion of the study.
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4 RESEARCH DESIGN

4.1 Research approach

Any research study which seeks to contain an empirical study element must make the
choice between using qualitative or quantitative methods of research, or a combination of
mixed methods. The researcher should choose a method which best suits the needs of the
project and are best able to answer the proposed research question. The choice of method
is based on the research questions presented in chapter 1.3.

A qualitative approach has been chosen for this research. Qualitative research is able
to focus on the processes which underlie the actions and programs which an organization
undertakes. Qualitative research is common in cases which the researcher wants to un-
derstand human behavior and functions, especially in studying organizations, groups and
individuals. Qualitative data has a particular benefit in preserving chronological flow and

suffer minimal effects from retrospective distortion. (Ghauri and Gronhaug 2002).

Qualitative research consists of three major components:
*  Data: often collected through interviews and observations.
*  Interpretive or analytical procedure: the techniques to conceptualize and
analyze the data to arrive at findings or theories.
*  Report: written or verbal. In case of students, the report is written in the
form of a thesis or project.
(Ghauri and Gronhaug 2002, 87)

The research question here is: How do initiatives of the United States affect Finnish
firm internationalization? Therefore, the study is trying to answer the question of what
forces are at play in the innovation center, and how those factors can impact both the
embassy operations and Finnish businesses. It was determined that a case study approach
would allow the research to progress in the most natural way, through collecting data
from a number of different sources and methods.

The case study approach employs a number of data collection techniques, from inter-
views, to observations and documentary analysis. Case studies should seek to use a vari-
ety of sources in order to triangulate data and ensure a balanced data set. The case study
strategy is very appropriate when asking the question “why”, but also in “what” and
“how”. (Saunders and Lewis 2012, 116; Yin 1989). In addition, Ghauri and Gronhaug
specify that the case study is a good method when studying a situation or an organization

which has rarely been studied and has unique elements in its nature (Ghauri and Gronhaug
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2002). This phenomenon is a very contemporary issue, therefore lacking previous empir-
ical study.

Two important qualifications for considering a study qualitative in nature are the
choice of data collection method and the selection of informants. Interviews are the cho-
sen form of data collection for this study due to the nature of restricted data in the case
study. Independent observation of events plays a large role in context understanding and
analysis. Document and was used in the examination of written materials such and articles
and web pages. The variety of methods serves as triangulation of data collection. Trian-
gulation is the use of multiple methods of data collection. The main advantage of utilizing
triangulation is that is can help to produce a more complete, holistic and contextual por-
trait of the case which is being studied (Ghauri & Gronhaug 2002).

In addition, the individuals selected for interview constitute the individuals in the or-
ganization who have dealt the most with the creation of and operational running of the
studied phenomena. As well, effort has been made to find outside organizations which
have a relevant point of view to counter balance the interviews. Through this careful se-
lection of interviewees, it is hoped to get an in depth picture of the case being studied
with minimal static.

This study seeks to make implications based on the theory and practical qualities of
the case study. However, the study does not suggest that the findings in the Finnish envi-
ronment can be generalized. Rather it should be emphasized that future study and discus-

sion related to this topic would be beneficial.

4.2 Case selection

A case study research has the ultimate purpose of defining, analyzing and solving one or
more cases. A case is a system, such as a group, program or business which can be sepa-
rated from other contexts. This study seeks to explore the factors which have an influence
on the Innovation Center located in the U.S. Embassy Helsinki, which is a new concept
without previous research. In order to meet the needs of the study, a holistic outlook has
been taken on the theoretical concepts which affect the central case.

A case study is a great way to study a contemporary phenomenon in a real-life context
empirically. The case study is a good choice when the boundaries of the phenomenon and
context are unclear and need to be studied. (Yin 1989). The case selected must be able to
stand on its own and offer and in depth and comprehensive understanding of the phenom-
enon (Easton 2010).

Because the phenomenon is a unique context, a singular case study has been chosen.
The case was selected because of practical and methodological reasons, but also fulfills

conceptual motives as well. As this phenomenon has not been thoroughly studied as yet,
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it follows that that this case is largely illustrative and exploratory in nature. Following
this illustrative focus, the study seeks to describe the main characteristics in a real world
example in order to clarify the idea of business internationalization support by a govern-
ment institution. The goal after illustrating the case is to connect the activities as they are
conducted in the natural context with the interests of academic study and research (Stake
2005). The embassy as a partner for this study is practical because they are in early stages
of changing operating methods which makes the environment open for analysis.

The study seeks to examine the factors influencing the Innovation Center and the op-
erations around it. Therefore, the study seeks to scrutinize the interactions which happen
within it and the factors which influence those interactions. The determination of factors
is largely based on collected data, observed experiences and interpretation. The case of
the U.S. Embassy in Helsinki and the new innovation center there is an examination of
the phenomenon from a broad view and on the institutional level.

The case study does not produce results which can be immediately generalized. The
study seeks to present results which make the reader interested in further study and ex-
perimentation. The case uses research questions as a starting point, but seeks to utilize the
empirical research to generate new theory and understanding. (Eriksson & Kovalainen
2008).

4.3 Data collection

The choice of data collection method is a result of previous decisions about topic, focus,
research methods and the availability of data (Myers 2013). Because the subject of the
research is a new phenomenon, and within a protected community, a suitable set of quan-
titative data was not available. By utilizing qualitative methods for the research, this study
seeks to utilize the expertise of the experts involved in the planning and running of the
Innovation Center as well as individuals and organizations which have interacted with the
center to the fullest. The initial contacts with the embassy occurred during the course of
the researcher’s employment and cooperation with a number of events.

The participants of interviews are targeted for the quality of their involvement in the
case rather than a quantity of peripherally involved individuals. In addition to interviews,
the case lends itself to many opportunities for observation. A number of events have been
selected for the researcher to attend, observe, and interact with attendees.

The most popular ways of conducting a qualitative research project include historical
review, focus groups, case studies, observations, surveys and interviews (Ghauri and
Gronhaug 2002). Because this study wishes to engage with the leading personnel in-
volved in the embassy and innovation center and engage their expertise, knowledge, per-

ceptions and experiences, a strategy of interviews is well suited. Interviews also give the
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researcher a flexibility over other methods which is preferable in this case, allowing the
conversation and areas of exploration to shift and change as the conversation develops.

“Treating interviewing as a social encounter in which knowledge is constructed sug-
gests the possibility that the interview is not merely a neutral conduit or source of distor-
tion, but is instead a site of, and occasion for, producing reportable knowledge itself.”
(Holstein & Gubrium 2002, 112).

The decision was made to use a series of semi-structured interviews with key staff
members of the embassy in order to allow for evolving inquiries as new information was
gathered. The best time to use semi-structured or unstructured interviews is when you are
unsure of the answers which the respondents will give, or if the questions examined are
complicated and need to be varied.

In a semi-structured interview, the questions are asked around a set of themes, which
can be varied in order as need demands. Topics can be omitted or altered as necessary
depending on the individual being interviewed. (Saunders & Lewis 2012). In this form,
the interviewees are guided towards the desired topic areas rather than open-ended con-
versation. Carefully planning the interview themes and structure allows for a manageable
set of data for analysis. In a face to face interview situation, the interviewer has a chance
to control the amount of structure which is used in the discussion.

A variety of departments within the embassy are involved in the innovation center
initiative. Therefore, the interview process began by identifying respondents with suffi-
cient knowledge and interest. Individuals from the public affairs, commerce and building
operations sections of the embassy were selected first to provide a wide variety of per-
spectives to the background and activities of the innovation center. A representative of
the League of Green Embassies was further selected to provide information about the
relations between other embassies and the appeal to public opinion. The choices of inter-
view subjects followed principle of purposeful sampling, which helps the research focus
on the settings, persons and events which lead to information which cannot be obtained
from other choices (Maxwell 1996).

Because of the interaction with universities, which is a focus of the embassy, an inter-
view was conducted with the American Resource Center, which is the outreach library
and resource center for universities in Finland. Finally, an interview was conducted with
TeamUp, Ltd. CEO Donna Kivirauma, who has utilized the services of the innovation
center for business purposes.

Five of the interviews were conducted inside the U.S. embassy campus in the innova-
tion center building in a controlled and relaxed environment. One interview was con-
ducted in the American Resource center in downtown Helsinki. Finally, the interview
with TeamUp, Ltd., was conducted in a quite office in their headquarters. All interviews

were conducted without disturbances and took from 35 to 90 minutes, which was found



45

to be enough time to cover all relevant issues. A recording was made of all interviews and
notes taken separately.

To give some structure to the interviews for this research, an interview guide which is
structured by individual themes was created (appendix 1). The themes are not designed
to be rigid sets of questions, but a guide to start conversation in the key areas of study, to
restart the talks if the conversation naturally stalls, and to serve as a checklist for the most
important factors. Figure 14 represents the operationalization of the key questions from
the theme guide. The operationalization of the concepts is based on the theoretical aims
of this study presented in figure 13. All interviews were transcribed and used as a source
of reference to compare with event outcomes and goals.

During the process of conducting interviews and observing events conducted by the
embassy, the thematic focuses shifted to reflect a more rounded view of the actions taken

in the embassy.
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throughout Finland?
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Figure 14 Thematic Interview Guide



Interviewee Interview
Name Organization | Position and | Date  and | Length
Role in study | Place
Jeffrey U.S. Embassy | Public Affairs | 17.2.2015, | 60 mins
Reneau Helsinki U.S. Em-
bassy
C  |Thomas | OBO Building 10.2.2015, | 90 mins
_ Fitzpatrick Operations US. Em-
g bassy
@
‘a Rick U.S. Embassy | Commerce 24.3.2015, | 84 mins
§; DeLambert | Helsinki U.S. Em-
B bassy
Mia Mdki | U.S. Embassy | Commerce 24.3.2015, | 73 mins
Helsinki U.S. Em-
bassy
John David | U.S. Depart- | League of | 24.3.2015, | 27 mins
Molesky ment of State | Green Em- | U.S. Em-
bassies bassy
15.12.2014,
& - : Head of Ameri -
= Taina In- | American Re- | 11€3¢ 0 merican | 50 mins
g douzee source Center | Center Resource
o Center
o Office
[}
=
N
= Donna Ki- | TeamUp Oy | CEO 26.2.2015, | 35 mins
% virauma TeamUp
Offices

Figure 15 Interviews
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A large number of the interactions which occur as part of the embassy’s activities occur
in large events with a wide variety of individuals and organizations participating. There-
fore, a rich source of observation and learning was to attend a variety of events, interact-
ing with individuals and observing the interaction that occurs between them and the em-
bassy.

The researcher was able to observe the events as a neutral party and record notes and
observations during the proceedings. Effort was especially made to observe how the
events related to and impacted the desired effects which were discussed in the interviews.
Brief notes were taken during the events followed by more thorough notation immediately

following the events completion. The most relevant events are listed below.

Event Date Location Purpose

ConnectUSA Tampere 7.3.2014 Tampere Talo/New | Promoting embassy
Factory, Tampere | services, network-
ing with  local

startups
Independence Day Cele- | 18.6.2014 U.S. Embassy Celebration/Net-
bration working Event
Fall Networking Evening | 30.9.2014 U.S. Embassy Networking Event

Ambassador’s Entrepre- | 21.10.2014 New Factory, Tam- | Pitching competi-

neurial Challenge pere tion for young
Finnish  entrepre-
neurs.

SelectUSA Nordic Tour | 18.9.2015 FINPRO Head- | Event for busi-
quarters, Helsinki | nesses interested in
entering the U.S.
market.

Figure 16 Events participated

4.4 Data Analysis

For this study, the aim of data analysis is to simplify the gathered information and gener-
ate new knowledge about the actions that the U.S. Embassy in Helsinki takes to support
Finnish companies and the effects it has on the internationalization of them. The qualita-

tive research process can be understood as a series of dialogues. Dialogues with data, with
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ideas, with informants, and colleagues, and with oneself. Those interactions should lead
to reflections and decisions (Coffey & Atkinson 1996, 191). Data analysis should consist
of examining, categorizing and tabulating empirical data (Yin 1989). Data analysis should
be systematic in nature, combining analysis and synthesis.

A number of problems with qualitative research can arise in the analysis phase. On
one hand, the number of observations is low, causing concern for the legitimacy of the
data, and furthermore the researcher can be drawn into the volume of cases available.
This qualitative methods, the data collection and analysis are often done simultaneously
with the research problem and questions confronting need for change during the process.
(Ghauri & Gronhaug 2002).

For this study, the data collection and analysis occurred somewhat simultaneously.
This led to the reformulation of some interview questions and the led the decisions of
who to interview. Some occurrences became clear in the interview portion, and led to the
search for supporting data via secondary sources. Following the completion of data col-
lection, the systematic data analysis was begun by transcribing interview tapes into text
form for analysis which could be combined with already gathered secondary sources. A
database of material was created including transcripts documents, articles, web material
and notes.

A common technique for making qualitative data analyzable is to code, cluster and
create themes in the data. In other words, to make the data usable, we break it down,
conceptualize it, and put it back together in a manner which is understandable and pre-
sentable (Ghaui & Gronhaug 2002).

Three steps are taken to achieve this goal. First, the researcher develops meaningful
categories or codes to describe the data. Second, the researcher decides on the units of
data that are appropriate for analysis and attaches relevant categories to them. Finally,
those categories are applied to the set of data as a whole for analysis (Saunders & Lewis
2012).

Following the coding scheme, the next stage of analysis involved scrutinizing and re-
organizing the data into themes and categories. Organizing the data into themes facilitated
the examination of data from multiple respondents in a more orderly manner. The themes
were formed around the theoretical framework of the study and the sub-research questions

to be answered. The sub-questions here are:

Which factors are key to producing impact?
How do home based (U.S.) and host based (Finland) factors interact?

What are the effects which the initiatives produce?

Following this analysis, the broader themes developed were support activities, outside

factors, and drivers and motivation.
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Creating themes for the data was a mid-phase for the building of analysis. Once the
data was organized in themes, it was possible to compare different parts of the data in
new ways and compare the similarities and difference between different data sources.
Because the main purpose of the study is to discover the key factors affecting the support
the U.S. Embassy is able to provide Finnish companies in internationalization, the analy-
sis concentrated on finding patterns which would explain the internationalization of Finn-
ish companies to the United States.

The data was largely categorized by its effect on the production of incentives or the
reduction of barriers in specific areas. Each section of the embassy and event has its own
focus area such as information sharing, program promotion, networking, etc. This focus
led to the ability to categorize programs by the impact towards incentives and/or barriers.

A risk is present in the categorization of data that the researcher may force the evidence
to fit into predetermined categories. This could discourage the creation of new categories
and possible interpretations. It is important for the researcher to allow categories and
themes to die away or merge and grow as necessary. This is a result of ensuring that the
preconceived notions of data are interpreted against gathered information in as accurate

way as possible. (Seidman 2006).

4.5 Trustworthiness

Validity and trustworthiness must be demonstrated, it is not enough to only talk about
validity (Ghauri & Gronhaug 2002). It is necessary to review the research evaluation to
show that the researcher has understood and upheld the scientific nature of the study.

Proving trustworthiness in qualitative research has some unique issues when compared
with quantitative studies. The trustworthiness of qualitative research has been evaluated
by Lincoln and Guba (1985) who found that beyond the traditional criteria of reliability
and validity, qualitative research can better be analyzed based on the four criteria of cred-
ibility, transferability, dependability and conformability.

Credibility, or the faith in the truthfulness of the findings evaluates how well the con-
structions of the research match those of the real world is the first criteria (Lincoln &
Guba 1985). The credibility factor relies on the conducting of activities which increase
the probability of obtaining credible findings. These activities can include prolonged en-
gagement, persistent observation, triangulation, peer debriefing referential adequacy and
member checks.

In this study, the research familiarized himself with the subject long before beginning
the research process. This was done through contact occurring during the course of em-

ployment during the year leading up to this thesis project. Due to this early engagement,
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the researcher had a good understanding of the context when beginning the research pro-
ject. This familiarity should help lead to correct interpretation of data and findings during
analysis. Primary and secondary data were used to diversify the empirical material.

The next criterion laid out is transferability, which indicates the usefulness of the data
by analyzing the applicability of the data to other contexts and with other individual re-
spondents (Lincoln & Guba 1985). The description of the case setting, circumstances and
data acquired help to orient the reader and help them to understand the context of the
research. The case was selected because of the unique nature of innovation center, and
the lack of similar initiatives.

The choice of theoretical research material was designed to examine the applicability
of the initiative in a global setting, thereby helping to examine the transferability of results
to other settings in the future. Due to the similar focus and goals of the U.S. government
in all embassies and foreign missions, the results could be transferrable to other country
contexts. However, being a single case study in a single country context, there could be
elements which are unique to the Finnish environment. Further studies of business and
innovation support structures in the embassy setting are need to make generalizations.

The third criterion is dependability which shows the consistency of the findings, and
that they could be repeated. This criterion is concerned with proving the process under-
taken in the research has been logical, traceable and documented (Lincoln & Guba 1985).
This criterion is fulfilled in the interview guidelines and case study process are described
in the research. The recorded nature of the interview and translation to transcript allow
the analysis to be repeated. Some issues of dependability arise when considering the ob-
servations of public events. These events where not recorded and are not repeatable. How-
ever, effort has been made to counter this fact by processing the delivered information of
the events in a consistent manner.

The final criterion, conformability refers to the neutrality of the findings, ensuring that
the results are based on data, and not biases (Lincoln & Guba 1985). There is a risk of
bias due to the fact that the Innovation Center is a new initiative, and therefore the number
of outside parties which have been able to access the center is limited. Previous studies
and documentation of the creation process for the new construction and initiatives is very
limited. Therefore, discussions with embassy staff about the concepts and intentions sur-
rounding the creation of the center are relied on for sources of information.

Effort has been taken to examine outside opinions on every possible topic and observe
events independently. In addition, properly describing the research process and stating
the individuals interviewed are an attempt to make the research conformable. The inter-
viewees can be contacted to verify information after the fact. The researcher has worked
with the embassy in a professional capacity, which possibly makes him too close to the
subject. The researcher has attempted to be aware of these biases and has tried to be open

to all things when selecting respondents, collecting and analyzing data.
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Through the research methods described in this chapter, a thorough understanding of
the operations of the U.S. Embassy in Helsinki towards Finnish businesses emerged. Both
the interviews with embassy staff and participation in a wide variety of event allowed for
enough to information and observation to be gathered to analyze how the embassy is
employing a series of events and services to help Finnish companies internationalize and

interact with the national innovation system of the United States.
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5 CASE: U.S. EMBASSY HELSINKI

This section analyzes and presents the results of the empirical data collected. The purpose
of the analysis in this section is to provide a comprehensive understanding of the key
factors which affect how the U.S. Embassy is able to provide support to companies which
wish to internationalize from Finland. In order to complete this analysis, motivational
factors, support activities and direct services are investigated.

Examining the past relations of the two countries and current offerings, as well and the
strategies employed by the embassy are important to define the possibilities and context
for support activities. For the embassy to support internationalization, different levels of
interaction with the local community are necessary. The question is how well these activ-
ities connect with each other and what challenges the Finnish operational environment

impose of the further development of offerings.

5.1 Introducing the U.S. Embassy

Diplomatic relations between the United States and Finland date to the year 1850, when
the first U.S. consuls were assigned to the Finnish region. The two countries have main-
tained a mutually beneficial relationship throughout the years, only being broken by the
diplomatic crises around World War II. During the latter half of the 20™ century, the
Helsinki Embassy served as a gateway for discussions and diplomatic relations with Rus-
sia and Eastern Europe during the cold war. The most prominent example of this is Hel-
sinki Embassy being used as the location to start the Strategic Arms Limitation Treaty
discussions.

Because of the size and population of Finland, it has not been an important market for
the United States in terms of volume. However, traditionally Finland has been seen as a
stable gateway to many other markets including Eastern Europe and Russia. In addition,
Finland has a highly educated population and strong industry influence. Collaboration
between innovative companies in Finland and the United States is not a rare occurrence.

Finland is an important strategic partner for the United States in a number of ways. In
the past, the focus of much activity has leaned towards political engagement with the
East. With the end of the Cold War, the emphasis has shifted towards business interests
and supporting quality interactions between Finland and the United States. Ambassador
Oreck has stated that one of the missions of 21* century diplomacy is a move towards
“economic statecraft.” The term was initially used by Hillary Clinton in her role as Sec-
retary of State to describe the policies which place business at the heart of U.S. foreign
policy.
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As can be seen in the Mission statement of the embassy, the embassy assumes the role

of advocate for the positions of the U.S. government.

“The American Embassy in Helsinki protects and promotes American in-
terests and develops relations with Finland through contacts with Finnish
government, business, labor, agriculture, media and education leaders.
Led by the United States Ambassador, the embassy team explains and ad-
vocates the position of the United States Government on bilateral and
multi-lateral political, economic, social, and scientific issues.” (Fin-

land.embassy.gov)

The advocacy role and strong position of Finland in Europe made it a prime location
for building infrastructure. This positioning led to the proposal of an Innovation Center

project to provide a place for interaction with the business community.

5.2 Innovation Center

A focus of the foreign services of the U.S. government in recent years has been a move
towards economic statecraft. Finland is a ripe field to implement a number of initiatives
in this regard. Finland represents a country with relatively few security threats compared
to other locations and has a high level of industry and innovation. Finland is also a country
of small population, so a natural expansion technique for many businesses is international
expansion. From the American prospective, Finland can also be seen as a gateway to the
East.

To meet this focus on economic statecraft and desire to strengthen business relations
between the United States and Finland, a major change has occurred in the physical cam-
pus of the U.S. Embassy in Helsinki. The campus has been almost completely renewed
with the focus being on a new Innovation Center which is open to the needs of Finnish
companies and organizations.

In recent years, the embassy has been more and more focused on business issues. How-
ever, with the condition of the campus before 2009, there were inadequate spaces and
services to host the diverse types of events that would have been wished. There was only
one conference room which could house up to 40 people. Events were limited to the
morning hours, so that very few social events or afternoon/evening events could be held
on the campus. Therefore, it was necessary to produce events outside of the embassy
campus in downtown locations, increasing costs and because of security concerns, limit-

ing the type of events that were possible.
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The Helsinki Embassy had been on the roster for needed improvements since 1998,
but was not a priority location. The situation became critical in 2008 and the building was
condemned by Ambassador Bruce Oreck and the majority of embassy staff was moved
to temporary locations in downtown Helsinki, providing an opportunity to introduce new
operational capacities for the embassy through the reconstruction.

The innovation center was a key component of the reconstruction plan. The term “In-
novation Center” can defined in a number of ways. The range of programs and locations
which use the title of innovation center range from technology showcases, business incu-
bation programs, university/business collaboration programs and networking institutions.
This range of possible definitions for an innovation center lend many possibilities, but
can also cloud the image of the center which is desired by the embassy.

In a survey of incubators and innovation centers, Thierstein and Wilhelm (1999) found

that innovation centers claimed to have at least one of the following objectives.

* Increase and promote regional development
* Increase the rate of high innovation potential startup development
*  Contribute to structural change in the local and regional economy

*  Create new jobs

To clarify the goals of the innovation center, the embassy published a vision statement
gives a view to the larger goals which could be met by the center. The vision for the U.S.

Embassy Innovation Center is stated as the following:

“The Innovation Center is a model for 2 1st century diplomacy. It is a space
to address progressive “economic statecraft” goals, by bringing trade,
investment and commercial diplomacy to the forefront. This isn’t limited
to a “dollars and cents” vision, as the embassy looks to partner to find
creative approaches to important social issues. Work in this first-of-its-
kind diplomatic structure is aimed at further strengthening overall U.S.-
Finnish relations, increasing our joint potential, and opening regional op-

portunities.” (http://finland.usembassy.gov/innovationcenter.html)

The concept of the Innovation Center began in 2009 with the decision to increase the
annual budget of the embassy by $90M. There was a necessity to replace the crumbling
structures which were inside the embassy compound.

More importantly the center seeks to be open to Finnish businesses, offering the ability
to host events and conduct new activities within the embassy premises. This is a key

leading step in the movement for economic statecraft.
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Figure 17 Artist concept of the new embassy campus

The new buildings and structures are a chance for Finnish institutions outside of the
capital city region to interact with the region in a new way. For instance, through the
ConnectUSA program which was implemented recently, the embassy toured the country
to the most important cities and presented the services and programs available throughout
the country. An invitation was also presented during this tour to bring business events to
the embassy, giving companies a prime location to do business in the capital region with
the backing of the embassy. For regions outside Helsinki, the ability to easily arrange
events in the capital can mean the difference between meeting potential partners and in-
vestors, and never getting the opportunity.

The new construction of the innovation center was announced in 2011 by Ambassador
Bruce Oreck. In his remarks, it was stressed that the center would be an energy efficient
building, utilizing a number of new technologies to make the embassy as efficient as pos-
sible and leading to certification as a LEED platinum location.

The focus on environmental efficiency of the buildings led to Helsinki being the lead-
ing partner and new headquarters for the League of Green Embassies. The League con-
sists of around 50 U.S. Embassies attempting to lead by example in the green building
movement. This membership offers the Helsinki Embassy a chance to present their new
initiatives and programs to other embassies in an attempt to spread best practices.

The league is a collection of diplomatic missions which are seeking to formulate a
common agenda for energy efficiency. “Member embassies aspire to introduce innovative
solutions, influence individuals and institutions in host countries and to play an important
role in mobilizing public action.” (YLE uutiset 2011).
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The implementation of American made energy efficient technologies allows the Inno-
vation Center to be a showcase for technology and a platform to initiate conversations
revolving around business and political topics.

The status of headquarters for the league of green embassies is seen as a great benefit
by the embassy staff.

It acts as an attractive element for gathering positive attention from the
outside. We have received a lot of positive press because of the LEED
platinum status of the buildings, and people want to visit us to see what it
is all about. The green elements of the building also have given us the
opportunity to interact with a number of Finnish companies involved in

environment friendly technologies and smart technologies. (John David
Molesky 2015)

Figure 18 Finished consular building and Innovation Center

Finland is a good location for an Innovation Center which promotes American tech-
nology because it is seen as a gateway to the Nordics, Baltics and Russian markets (Forbes
2014). An early example of success created by the center includes the hosting of events
which led to the signing of agreements between U.S. based aviation firm GA Telesis and

a Russian-based company worth nearly $500 million and will create around 120 jobs in
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the U.S. As well, Honeywell was able to sign a deal expected to bring $10-20 million

with new Russian partners (Hunter 2013).

5.3 Motivational Factors

The mission statement of the embassy lays out the target organizations of operations as
government, business, labor, agriculture, media and education leaders. The governments
of the United States and Finland are friendly allies on a wide spectrum of international
measures. That familiarity allows the embassy to focus a greater amount of resources to
business, which is the core focus of economic statecraft.

The embassy is designed to promote the interests of the U.S. government and its posi-
tions and policies in the world. In this vein, the focus of internationalization services in
the past have been built around helping U.S. companies to begin and expand export op-

erations.

We have also now taken on a new responsibility in the last 4 or 5 years for

foreign direct investment into the United States. Before it was always
about bringing products or services into foreign markets, like Finland.
Now we are spending quite a bit of time working with foreign companies
that want to enter the U.S. market in the sense of investing... the reason
why we do that is trying to create and sustain economic growth in the
United States. (Rick DeLambert 2015)

By definition, the embassy is a representative organization. The innovation center and
related constructions are designed to be an extension of that purpose. They should there-
fore allow the embassy to better interact within the Finnish environment and support ser-
vices which attract businesses and individuals to the United States. Beyond that, the em-
bassy realizes that the greatest tool they possess is in representation and providing infor-
mational resources to individuals and organization which need them.

The mandate of economic statecraft mean that the embassy should show how they are
enabling foreign businesses to better understand and access the U.S. market. The efforts
to engage with the business community and provide valuable services crosses over many
sections of the embassy. For the public affairs section, it is desired to create attention to
the embassy actions and create a positive image of the United States and its opportunities.
The commercial section seeks to engage businesses in meaningful business interactions

with U.S. companies and support market entry wherever possible. As well, the consular
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services have shifted to a service oriented approach to the complicated task of visa regu-
lations, providing consultation at early phases of business involvement to reduce time

wasted on bureaucracy.

5.4  Classifying Strategies

The above description of motivations and changes in the embassy has developed over the
last few years. To further analyze the results, it is important to look at the action based
approaches that the embassy is using to support Finnish businesses. Being a representa-
tive organization of the government, all activities have the intention of connecting busi-
nesses and individuals with or directing them towards institutions of the U.S. National
Innovation System which can best answer the needs. To systematically analyze the re-
sults, the strategies have been broken into categories introduced in the theoretical section
of this study.

All actions which the embassy take towards Finnish businesses should have the effect
of either increasing the incentives which they perceive for internationalization, or reduc-
ing the barriers which may impede progress. The barrier reduction can be broken into 4
sub-categories of strategic, operational, informational or process-based obstacles.

The resources and goals of operation limit the actions which can be taken. For exam-
ple, many barriers to entry are normally sought to be overcome by provide direct financial
incentives to companies in order to break the roadblock. This type of assistance is not in
the purview of the embassy, and would not be feasible to attempt. Therefore, there are
naturally some types of barriers which are not directly addressed by embassy action. The
strategy to address these types of barriers largely rely on informational services and net-
working interested parties with existing programs which can more efficiently handle
those concerns. Other organizations involved in these services can range from U.S. gov-
ernment services, chamber of commerce programs, local and national Finnish export pro-
motion programs, and many more.

With these concerns and limitations in mind, the embassy has concentrated on a strat-
egy which focuses on event based informational sessions, generalized and individualized

networking activities and opinion building activities.

5.5 Activities

There are a number of limitations which affect the type and breadth of activities which
the embassy can produce. Security is a natural concern for an embassy, even in a stable

country such as Finland. As well, naturally the embassy is focused on activities which
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have an impact on the United States economy as well as helping Finnish companies.
Therefore, the direction of business interest which becomes the focus of more targeted
services should be related to the United States in some way.

According to Jeffrey Reneau, there are a number of services and products which have
been developed to foster relations between the United States and Finland on a number of
different levels. The products and service can be divided into two subcategories for the
purposes of this analysis. The first category is business outreach, and includes the services
designed for businesses which wish to interact with the U.S. market and information dis-
semination. The second category, opinion outreach, includes activities which are aimed
at influencing and interacting with the public and local organizations on a larger scale in
order to form positive images of the United States and disseminate information about
opportunities.

The audiences for the products which the embassy provides varies widely, especially
when examining the opinion outreach events. The embassy wishes to reach political fig-
ures in Finland, social organization leaders, young individuals, students and many others
in order to create a positive image of the United States and to create a network of individ-
uals and organizations which are interested in interacting with U.S. institutions.

The audience for business outreach programs is more focused. The key demographic
the events are aimed at are business professionals which have an interest in conducting
business in the United States or with U.S. companies. In addition, these events are also
aimed at Finnish organizations which are able to assist in this type of expansion as well
as U.S. organizations which have a reach to international operations.

The below chart is a summary of the core product offerings which the embassy pro-
duces to meet the goals of economic statecraft. A more detailed description of some

events follows.
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Product Description Offering

ConnectUSA | Working with local regional development agencies | ® Seminars
throughout Finland, the embassy seeks to engage | ® Lectures
and network with a variety of entities throughout the | * Regional networking
country. The program presents the wide variety of | ® Expert consultation
services offered by the embassy and offers partici- | * Entrepreneur
pants that chance to discuss issues with experts from services
a variety of departments.

SelectUSA Showcase for investment opportunities in the United | ® Seminars
States. The program is designed to bring together | ®* Industry specific
parties interested in expanding business opportuni- advice
ties to the U.S. with local representatives and experts | ¢ Informational
from across the United States. services

*  Ombudsman services
* Networking with
U.S. regions

Commercial | Services from the commerce section of the embassy | ¢ Partner finding

Services designed to offer personalized service for companies | ® Market entry
seeking to enter the U.S. market. consulting

Facilities The embassy offers the chance for businesses to uti- | ® Event services
lize the campus facilities, especially the new innova- | * Media support
tion center for events, seminars, conferences and | * Speakers
meetings.

Networking | The embassy arranges a series of networking events | ¢ Networking services
designed to engage a wide variety of governmental, | * Sponsorship
business and society representatives. opportunities

Youth A core audience of the embassy are future entrepre- | * Idea competitions

Outreach neurs and parties interested in interacting with the | ®  Scholarships
US. Contests and school/university outreach pro- | ® University support
grams are arranged. * Lectures

Green Incorporating a series of green technologies and cre- | ¢ Networking services

Embassy ating a network of environmentally minded contrib- | * Technology
utors. The league of green embassies seeks to en- showcase

hance the environmental impact of diplomacy and

create green business opportunities.

Public outreach

Figure 19 Summary of offered products
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5.5.1 ConnectUSA

Beginning in 2014, the embassy began conducting regional visits under the ConnectUSA
program. The connectUSA program is designed to create an interface for two-way dia-
logue between the embassy and local businesses. The end goal of these dialogues is to
create networks, develop connections and promote cooperation between the Finnish and
U.S. markets. (http://finland.usembassy.gov/connectusa.html 2015).

The program consists of a tour of visits to major Finnish cities where local businesses
and organizations can gather to learn about opportunities to connect with U.S. businesses
and programs. This tour is organized in conjunction with organizations such as AmCham
Finland and Tekes, which have a more thorough understanding of the local business en-
vironments throughout the country.

The embassy is able to present the programs and support opportunities which they have
available for Finnish companies in internationalization. The target attendees invited to the
events range from the owners of startups and SMEs to representatives of large corpora-
tions and public officials from the region. Representatives from a number of embassy
departments are on-hand to discuss the services which they are able to offer individual
companies and to talk one-on-one about opportunities for working with and expanding to
the United States.

The ConnectUSA event is also a chance for the embassy to create a dialogue which
they can use to listen to the concerns of business owners throughout the country who want
to internationalize in the United States, and the successes and roadblocks they have en-
countered in trying. The other services of the embassy, including facility use are promoted
during these events. The information and knowledge gathered during the events helps the
embassy to further develop offerings and to understand the market needs of Finnish en-

trepreneurs.

5.5.2 SelectUSA

The SelectUSA program is designed for companies that wish to invest in the United
States. Acting as a mediator and ombudsman, the program offers opportunities for repre-
sentatives of U.S. regions and cities to be introduced to foreign businesses which are
interested in opportunities to expand operations to the United States or partner with U.S.
businesses.

The SelectUSA program is an opportunity for the embassy to employ the networks
which they have built to facilitate face-to-face meetings for Finnish businesses with or-
ganizations which can directly assist them in overcoming obstacles and partner finding in

a desired location.
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Included in the program is a series of discussions presenting common issues for entre-
preneurs entering the U.S. market, and the ways which they can be overcome. This gives
the embassy the chance to highlight known issues while setting the stage for more fruitful

discussion of issues.

5.5.3  Access to embassy facilities

The innovation center building in the embassy compound gives the embassy a unique
opportunity to offer meeting and conference facilities for Finnish companies. The inno-
vation center facilities are available to individual meetings, group sessions, launch events,
conferences, etc.

The embassy offers this opportunity for facility use in order to provide Finnish com-
panies the chance to interact with potential partners and organizations from the United
States, as well as offering a platform which can serve to highlight the Finnish companies
in a way that would not be possible on their own.

Donna Kivirauma from TeamUp Oy, a small startup operating in the Tampere area,
summed up her experience utilizing the Innovation Center facilities for a launch event for

their Windows phone application.

We worked together with the embassy and we got a joint press release put
out. It turned out to be a great event. We had representatives from 7 or 8
media outlets there. We were expanding to the United States, so the timing
was perfect. The Innovation Center gave us a platform and exposure that
we would never have had trying to hold a press conference in Tampere.
When you are trying to get people to attend an event, you have to have
something they are excited about, and people were very interested in vis-

iting the embassy. (Donna Kivirauma 2015)

5.5.4 Commercial Services

The commercial services section of the embassy offers service packages which can be
bought by companies wishing to find avenues of investment and business expansion in
the United States. In this service, the embassy works with a company to explore the best
options for market entry in the United States and conducts targeted partner finding oper-
ations to assist in the internationalization process.

The commercial services section and the customized services they offer give the

chance for companies which have participated in other events to put the information and
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findings into action. The service is designed to break down the roadblocks which can
occur when expanding internationally, especially assisting in finding locations for entry

and partner organizations to facilitate the entry.

5.5.5 Networking

The embassy holds a number of networking events throughout the year. The guests in-
vited to the networking events include representatives from Finnish governmental organ-
izations, business owners, civic representatives, and partners from events throughout the
year. The size and function of networking events varies from gatherings of 50 individuals
for a gathering targeting specific cooperation to the annual Independence Day gathering
which opens the doors of the embassy to thousands of individuals to celebrate the collab-
oration which has been done during the past year.

Networking events are designed to link organizations which have mutual interest in

cooperation and to hopefully spur further collaboration in the future.

5.5.6 Youth Outreach

With a key target audience of the embassy being students both in secondary education
and universities, the embassy has a number of programs to reach this audience. The em-
bassy sees the introduction of opportunities in the United States as a crucial step in reach-

ing the youth audience of Finland.

A key audience for us is students and young professionals. It’s an im-
portant group from a cultural and diplomatic perspective, but it is im-
portant to reach them also because they are the future business leaders
that we want to attract and make interested in America as a viable option

for their future businesses. (Taina Indouzee 2014)

Because of this focus, the embassy has developed programs such as the Ambassador’s
Entrepreneurial Challenge which is a nation-wide contest which invites high school stu-
dents to present and pitch their business ideas to a panel of entrepreneurs and regional
representatives in the hopes of winning seed funding and a training program in the United
States to kick start their business.

As well, there is a lot of collaboration between universities in the Helsinki area and the
embassy. In particular, the embassy has hosted and supported a number of events with

the Startup Sauna program which is part of Aalto University.



65

Well what we have done is to invite large groups of students here to discuss
innovation, the environment, entrepreneurship, etc. Which I think is valu-
able because they get an out of classroom experience at the innovation
center and we are able to pull them into the U.S. for a little while. Because
of the priorities in my section in particular, our target audience is 16-35
year olds, so we are always looking for more opportunities to go speak or
interact. Having the opportunity to have the students here means that we
don’t always have to go out and try to draw them in all the time. We have
expanded that outreach. I don’t have to go to their class, they can come

here, and they are very interested in that. (Jetfrey Reneau 2015)

Another way that the embassy supports university students is through the creation of
the American Resource Center. The center is housed in the University of Helsinki, and is
a resource center for individuals interested in topics related to the United States. Topics
covered range from culture and society to business practices and regulatory material. The
resource center also arranges events designed to explore individual topics related to
American life and business.

Services aimed at a youthful audience are seen as an early step in attracting businesses
and individuals to the United States. The embassy is very interested in attracting individ-
uals to study in the United States and to encourage entrepreneurialism in those individu-

als.

5.6 Impact Evaluation

In order to conduct an analysis of the services which the embassy is offering, the use of
an impact radar is employed. As can be seen in Figure 20, the radar lays out a spectrum
of incentives and categorized barriers which are seen as the primary targets of the em-
bassy services. There are three circles in the radar. The outer circle represents the most
successful impact of service. The inner circle marks an aspect that is not well covered by

the service or product.
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Figure 20 Impact Radar of embassy business services with a hypothtical example of
a service.

Figure 21 shows an analysis of the core business services that are offered by the em-
bassy. These services largely cover the informational event and networking strategies of
the embassy. From the design of the services, none serve to completely meet the need of
answering to all of the incentive or obstacle categories. However, when they are compared
in the same radar, it can be seen that each event seeks to answer to the different needs of
businesses.

ConnectUSA is designed to be an event which appeals to the broadest of audiences
which have some interest in the United States. SelectUSA has a more specific audience
of those businesses which are in, or soon to be in the first phase of internationalization.
The Commercial Services product is designed to be of use to companies which are in
more progressed states of internationalization. As can be seen below, the progression
from services for early stage companies to more advanced offerings have more impact on

reducing barriers to entry.
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Figure 21 Impact Radar - Core Services

The Connect USA service is able to impact the most through increasing individual
internal motivations and providing generalized information about the target market and
regulations pertaining to market entry. The most important impact for the embassy is the
increase in internal motivations which would ideally lead to a further exploration of ser-
vices offered in the future and engagement from individuals.

SelectUSA service is designed to meet the need of information dissemination to those
companies in the early stages of internationalization. Because of the variety of topics
covered and the chance to discuss specific concerns with experts, the impact from the
event has higher potential to induce action in internationalization. The biggest gap impact
from the event is in matching specific marketing mix decisions with action. However,
companies needing such specific assistance in this area can engage with the commercial
services product.

The commercial services have the most potential for impact because they are custom
tailored to the needs of the customer company. The embassy is able to build a working
solution with companies to make the right connections and plans for market entry into the
United States.
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Figure 22 Impact Radar - Generalized Services

Figure 22 lays out the potential impact of the services which have less specific targets.
Because they are not as focused on the encouragement of business internationalization,
they fall into the strategy categories of networking and opinion outreach. Because of this,
the immediate impact to business internationalization is much lower than the core ser-
vices. The lower impact on business is not necessarily a downside, as these services are
designed to further engage individuals and entice them to use more advanced embassy
services at the appropriate time.

The use of facilities is most effective in stimulating the internal motivations of indi-
viduals to internationalize. In addition, the facilities provide the great opportunities of
networking and partner finding either for current or future enterprises.

Facilitation of networking is a key function of the embassy, and of great importance to
fulfilling its mission. The immediate impact of networking function is very difficult to
measure. However, the potential impact for business internationalization is great when
considering that a large number of decisions to internationalize are realized through part-
nerships and established relationships.

The services which the embassy provides for youth outreach are perhaps the furthest
from impacting business internationalization. However, the youth target group is seen as
very important to creating a positive mindset about the United States in future leaders and
entrepreneurs. Therefore, the increase in personal motivations, familiarity and base infor-

mation is seen as important for future international business relations.
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Combined together, the three additional services analyzed in figure 22 are important
for realizing the mission of the embassy. In the best cases, they can lay the groundwork

for further engagement with the embassy and the United States.

5.7  The embassy as a facilitator

The embassy has an interesting possibility facing it when trying to affect the internation-
alization of Finnish firms. As explored in figure 13, the embassy is uniquely positioned
to act as a filter and agent for the NIS of the United States and create programs which
match the values and goals set out for the embassy through government intervention ac-
tions. The embassy has chosen to approach this possibility by creating a series of services
and events which focus on the dual goals of business outreach and opinion outreach. Re-
viewing the activities and status of the embassy can give us insight into answering the
research questions presented in chapter 1.3.

The factors which are key to producing impact are dependent upon the resources which
are available to the embassy. When considering the best possible conditions for govern-
ments when intervening with companies, it is clear that the most effect which can be
produced is in creating incentives and reducing barriers. Such efforts in the Finnish con-
text are best aimed at early stage companies which are open to internationalizing towards
the United States. The embassy is most capable of providing services through indirect
support programs. Therefore, a set of factors arise which can be seen to produce impact
for companies. These factors include the ability to disseminate information through the
proper channels to appropriate targets, the ability to build a positive image of the United
States and conducting business there, the ability to create meaningful networks capable
of connecting interested parties, and the ability to facilitate companies to utilize those
resources to create international business opportunities. These factors will be explored
further in chapter 6.

The next question which arises is how the factors involved which are home based in
the United States and those which are host based in Finland interact with each other. The
largest home based factor is the national innovation system of the U.S. The NIS provides
the possibility for the embassy to represent possibilities in conducting business in the U.S.
The NIS as an entity is growing through knowledge accumulation. Interactions with for-
eign companies and institutions provide inputs for the entire system to grow. The system
also provides connections to the institutions and organizations which the embassy can
utilize as a source of information dissemination and indirect support programs.

The renewed embassy campus and a growing focus on innovation and interaction with
business creates a fertile ground in the host environment. The renewed focus has drawn

connections to a number of Finnish organizations, companies and individuals interested
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in interacting with the United States. The campus is a connecting factor which draws
home and host environments together, acting as a showcase for American innovations
and a platform for facilitating Finnish companies to interact with the appropriate parties
in the United States.

The effects which are produced by these initiatives are difficult to measure at this early
stage. However, reviewing the results of the impact analysis allows us to conclude that
the embassy is providing services which match the full spectrum of company needs de-
scribed in figure 12. The generalized services examined in figure 22 are working to im-
prove the image of the United States for parties which are open to influence. These parties
include young people, university students and young entrepreneurs. The biggest effect of
these services however is to create meaningful networks which support relations between
the two countries with action oriented connections. These networks bolster the embassy
values of creating new interactions, supporting relations and increasing the joint potential
of all parties.

The core services analyzed in figure 21 are focused on business interactions. The com-
panies which participate in the more advanced service are often found from networks and
services produced from the generalized services portfolio. The core services are designed
to create action oriented connections which will lead Finnish firms further down the line
of international cooperation with the United States. The services range from solving the
earliest stage information gaps with ConnectUSA to providing a meeting platform for
location and partner finding in SelectUSA and individualized services provided by the
Commercial Services department. These services have the effect of engaging businesses
and creating meaningful connections while easing processes necessary to engage in busi-
ness in the United States.

Having discuss the activities of the embassy and the impact they can have on the Finn-
ish environment, the next chapter will draw conclusions from the empirical research and
theoretical framework. Key strategies and factors are presented as well as further research

opportunities.
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6 CONCLUSIONS

6.1 Key Strategies for Internationalization support

In this study, support for companies seeking to internationalize was understood as the
promotion of incentives for companies, and the reduction of barriers for those wishing to
extend operations towards the U.S. market. The embassy is limited in its activities by the
fact that they are charged with being a representative of the policies and activities of the
larger government. In that capacity, they are not able to provide direct monetary incen-
tives or directly change policy to reduce barriers.

The strongest areas where governments can assist companies is in the filling of infor-
mational gaps (Kotabe and Czinkota 1992) and supporting networking opportunities
(Hutchinson et al. 2007). These aspects are present in the activities which are conducted
by the U.S. Embassy in Helsinki. The embassy has integrated the desire to promote busi-
ness opportunities into its mission statements and through the focus on economic state-
craft.

According to the current literature on NIS and government intervention, the govern-
ment has a strong role to play in encouraging internationalization (Hashim 2012). The
most efficient ways which a government can support business internationalization outside
of direct financial support is in informational representation (John 2013). Through this
type of representation, the government is able to reduce barrier to entry and barriers to
interacting with the NIS of a foreign country. There are a number of means for interacting
with businesses and the public, with a need to further individualize services as the firm
proceeds further and further with internationalization (Pietrasienski 2011).

The key strategies which have arisen from the production of services to businesses are
a) event based informational sessions; b) networking activities and c) opinion building
activities. These strategies are designed to answer to a number of target groups including
business professionals, political actors, the public and youths.

In order to make the strategies work together, it is necessary that activities work in a
complementary manner to each other. It can be seen from the impact radar analysis that
each event seeks to meet the needs of businesses in a different way. In addition, it is hoped
that the events will work in conjunction with each other to increase the engagement of
individuals and organizations with each participation. No single event or service is meant
to meet the needs of all businesses, but to increase interest and engagement, thereby in-
creasing the likelihood of internationalization towards the United States. The activities of
the Commercial Section go beyond these strategies to produced personalized services that
fit the needs of businesses that are ready to engage with the United States and need spe-

cific assistance.
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The showcase elements of the embassy and innovation center seek to make the em-
bassy a topic of discussion and a desirable place to conduct business activities. The open-
ness which the embassy wishes to portray is a key element in creating an impression that
the embassy is a place which is open to business opportunities and willing to create con-
nections to the institutions in the United States which are necessary to facilitate business
relations. Creating partnerships with key organizations both in Finland and the United

States through networking activities enhances the ability to create those connections.

6.2 Key drivers for service development

The changes which have been implemented in the Helsinki Embassy of the United States
have many motivation drivers. There is a need for cost efficient diplomacy in developed
countries which can create valuable connections between economies and help support
stable relations between countries. The embassy staff in Helsinki reported this as one of
the key motivators to the services and activities which they are developing.

In the same vein, the desire to modify security procedures to the appropriate level for
a country in order to open the embassy to the local population while maintaining safety
for all is a leading motivation. This kind of modification allows the embassy to create a
showcase for American innovation and a platform for interaction with the national inno-
vation system. This type of interaction with the NIS from outside sources serves to
strengthen the internationalization of the United States National Innovation System.

The desire to create impactful services which differentiate the Helsinki Embassy from
others is a key factor led by management focus. The services which have been created
around the opening of the innovation center in the embassy have been the first steps to
creating a fertile field for business internationalization support. Now that a base has been
created with a group of individuals and organizations which are engaged with the em-
bassy, the opportunity exists to create more advanced services which further support busi-
ness interaction with the United States. The creation of further services is also facilitated
by the knowledge of needs and issues of Finnish businesses which have been accrued by
embassy staff through these activities.

The biggest driver of service development is national policy of the United States, and
an increasing focus on economic statecraft as a way of managing relations with other

developed nations.
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6.3 Key factors of business support by the embassy

The creation of business interaction between the United States and other countries has
been supported by the government in many ways over time. However, placing it as a
leading strategy in the interaction between embassies and foreign countries. Research has
shown that the government has a role in helping companies find a competitive edge in
internationalization and tap foreign technology through importation (Kotabe and
Czinkota 1992, Zhou et al. 2007).

The main finding of this study is that the United States Embassy in Helsinki can best
provide support for businesses wishing to internationalize to the United States by creating
effective networks and disseminating information through them.

The embassy is limited in the direct action which it is able to take in interacting with
Finnish companies. Many of the most effective incentives to internationalization which a
country can employ to encourage companies to expand internationally include direct fi-
nancial benefits. This type of direct support is not appropriate for the embassy in the
Finnish context.

During the process of interviewing and interacting with embassy staff members and
businesses which have had the opportunity to utilize the innovation center, a number of
key elements were identified which stood out as facilitating elements and attractors busi-
ness support. For the embassy, the key factors include a) the ability to disseminate infor-
mation b) the ability to create a positive image of the United States and conducting busi-
ness there c) the ability to foster networks which benefit participants d) the ability to

facilitate Finnish businesses entering the United States.

6.3.1  Disseminating information

The first factor, the ability to disseminate information, is a leading need for the embassy.
A growing base of research suggests that some of the most effective and meaningful tools
which governments employ are informational (John 2013). Fliess (2006) summarized the
results of business surveys which stated lack of information about a variety of subjects
caused delays and affect business decisions. As a representative organization of the gov-
ernment, the main mission of the embassy is to represent the positions and interests of the
government as a whole. An effective manner to promote these goals is by providing in-
formation to a wide network of targeted individuals and organizations.

Information is a key factor in both incentivizing international expansion and in break-
ing down barriers. Information plays a role in weakening all four types of obstacles laid
out by Morgan and Katsikeas (1997) which include strategic, operational, informational

and process-based obstacles. The Finnish Ministry of Foreign Affairs (2013) examined
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the trade barriers found by Finnish companies entering the U.S. market. The study found
12 barriers, of which 8 can be seen to hold information dissemination as a partial remedy.
The market and NIS of a country are always shifting, and information is a key tool to

informing of businesses about changes and creating a stable and secure mind-set.

6.3.2  Creating positive image

The second factor, the ability to create a positive image of the United States and conduct-
ing business there, is the factor which most affects individuals. In order for the embassy
to be able to disseminate information and draw organizations into networks, they must
influence individual opinions of managers and thought leaders. In order to create a posi-
tive image of the United States, the embassy includes inspirational and informational
presentations in the beginning of each event. The embassy also tries to provide value for
network participants by including them in events with visiting guests from the U.S. In-
crease in traffic seen as way to gain attention to the area and increase activities.
Governments have the largest role in setting the institutional environment in which
entrepreneurs work (Minniti 2008). By setting a positive image, the government is creat-
ing a stage for interaction which entrepreneurs can use as they are able (Diamantopolous
etal. 1993). The outlook for managers and the mind-set they hold towards a location play
a large role in starting international activities (Hutchinson et al. 2007). For the services
the embassy provides, individual mind-set can be seen as the gateway to participation in
events and programs. The embassy has worked with the Finnish startup scene and with
business organizations to present an image of openness. The innovation center and the
spotlighting possibilities which it provides are a powerful tool in creating this positive

image.

6.3.3  Fostering networks

The third factor, the ability to foster networks which benefit participants, is about the
effectiveness of delivering services. Networks are important for businesses to find oppor-
tunities. The three main benefits of networks for SME companies are knowledge of for-
eign market opportunities, advice and experiential learning and referral trust (Zhou et al.
2007).

The embassy represents the institutions which constitute the national innovation sys-
tem of the United States. The elements of the NIS which are interested in internationaliz-

ing. Metcalf and Ramlogan (2008) describe how important individual connections are to
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the development of new growth and opportunities. Hutchinson et al. (2007) reinforce the
importance of connections and facilitating factors on the decision to internationalize.
Hutchinson et al. (2007) found that networks had great impact on the ability of busi-
nesses to manage international operations in action. Mahmood and Rufin (2005) describe
how the government has a great role to play in facilitating the acceptance of technological

innovation through networks.

6.3.4  Facilitating internationalization

The fourth factor, the ability to facilitate Finnish businesses entering the United States,
is perhaps the most novel for an embassy. The Innovation Center was built in the embassy
campus in order to support Finnish businesses that wish to internationalize and work with
U.S. companies. The support it is able to provide is in providing a showcase for the com-
panies, and opportunities to utilize the facilities of the embassy and to integrate companies
into networks.

There is a lot of potential in connecting businesses between two countries, both for the
businesses involved and the institutions which comprise the NIS of each country, creating
long term relationships (Lundvall et al. 2011). Especially in high tech industries, mixing
local R&D with foreign innovations systems can provide a competitive boost (Bartholo-
mew 1997). Direct export assistance opportunities are limited, which can lead to the con-
clusion that the indirect promotion options are the most effective means for facilitating
internationalization (Diamantopolous et al. 1993).

Pietrasienski (2011) defined a series of stages which companies go through in the in-
ternationalization process, and what kind of services the government is able to provide in
each. The U.S. Embassy in Helsinki has created a series of events and programs which
cover the spectrum of these stages. They are able provide generalized informational ser-
vices in the beginning with the possibility of progressing to more individualized facilita-
tion services for companies. The individualized services can help with both finding part-

ners and assistance with eliminating bureaucracy concerns.

6.4 Effects of the initiatives

We have seen in this conclusions chapter that the areas which the embassy is able to have
the most impact is in filling information gaps and acting as an informational representa-
tive. The embassy has adapted a strategy of addressing these needs by developing initia-
tives in the areas of informational sessions, networking activities and opinion building

activities.
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These strategies align well with motivations which have driven the embassy in the past
few years. The motivations have been driven by management focus to rejuvenate the em-
bassy campus into a platform for the delivery of cost effective diplomacy through eco-
nomic statecraft. The embassy has acknowledged the above discussed critical factors in
the planning of programs and events.

There is a need to fill information gaps and create connections which can be seen in
the poll of Finnish companies encountering barriers when entering the United States
shown in figure 11. Partially because of distance and market size, there is a lack of infor-
mation which is needed to make informed decisions about market entry into the United
States. By creating effective networks and disseminating information through them, the
embassy is able to attract a group of companies which are pre-disposed to conducting
business in the United States, and provide them with needed information and assistance
in the process.

The effects of the generalized services provided by the embassy are harder to measure.
However, measuring the increased number of contacts and visits to the embassy campus
shows a demonstrable growth in networks. These increased numbers of contacts give the
embassy the chance to engage network members in the core business services which they
provide.

The core services have the effect of engaging companies which are both pre-disposed
to conducting business in the United States, and those which need an increase in incen-
tives or reduction of barriers to consider expansion there. For those companies, the em-
bassy is able to answer questions from a variety of area in order to ease processes and
reduce time wasted in bureaucratic struggles. The embassy is also able to connect com-
panies with representatives of areas in the United States which can offer incentives and
enticements to enter the market. With the most advanced companies, the embassy is able
to take an active hand in creating action oriented connections to establish business rela-
tions.

Through these services, the embassy has the ability to engage or assist companies in-
terested in international expansion to the United States regardless of the development

stage of the company.

6.5 Transferability

A positive side effect of the U.S. government creating programs and services in an em-
bassy location is that there is a good possibility that those same services can be transferred
to other embassies with a similar relationship to the host country. While many of the

institutions and the environmental setting which are present for an embassy may be



77

unique to its host country, there are many basic actions which could be thought to have
similar impacts.

A good deal of the changes and focus of the embassy are the result of leadership focus.
Leadership in the embassy plays a huge role in deciding development priorities. There-
fore, the willingness of leadership in a given location to shift focus to business priorities
is a key first step to implementing similar activities. This is largely related to the im-
portance which interviewees placed on both the physical openness of the embassy campus
and the willingness of staff to extend themselves beyond the usual set of diplomatic and
governmental contact networks which exist in an embassy’s environment.

Security is a necessary component of embassy operations. Therefore, opening the cam-
pus to business activities and events requires that the country hosting the embassy is stable
enough to make the changes in security procedures and technology available and allowed
on the campus possible.

In order to have similar impact on the local environment, the country needs to have
the above conditions settled, but must also be in the right business environment that the
United States government can have a positive influence. The major purpose of these ac-
tivities is to disseminate information about the United States and the institutions which
make up its business environment and national innovation system. Therefore, in order to
see the impact of these activities, there should be enough distance that a disparity in in-
formation and opportunities can be observed and challenged.

With these given conditions, it is very likely that another embassy would be able to
have similar successes and positive reaction as the Helsinki Embassy. When considering
that the embassy is a representative organization for the United States, the approaches

and selection of service types are possible to be similarly implemented.

6.6 Limitations and suggestions for further studies

The aim of this study has not been to form a new theoretical framework on the interna-
tionalization of national innovation systems, but rather to foster understanding of the phe-
nomenon of an embassy providing focused services for companies wishing to interna-
tionalize towards its country.

The study is focused on contemporary issues, which are in the process of development
and are constantly evolving. Therefore, the choice to make an illustrative case study was
found to be the best option to find and analyze the key factors behind embassy support of
internationalization. Because of the concentration on a single case institution with a lim-
ited set of empirical data, the study has limitations regarding theoretical contribution and

draws generalizations. Because the setting of the study is in the Finnish environment of
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the U.S. Embassy, the findings are limited to that context, but does offer some opportu-
nities to draw transferrable recommendations for embassies in a similar institutional set-
ting.

In future research it would be interesting to explore the impact which an embassy con-
ducting internationalization support activities has on the political and economic relations
with a country. Additionally, a comparison of the effectiveness of generalized interna-
tionalization support versus activities directed at particular industries or sectors would be
valuable to explore.

Due to the limited scope and data present in this study, the issues related to the devel-
opment of new government services were superficially covered in this study. The produc-
tization of services is a broad concept with would require more thorough analysis. There-
fore, further research could be conducted on the productizing of internationalization ser-
vices and how those products could serve the mandates which the embassy must answer.
Furthermore, it would be interesting to analyze the role of government agencies in early
stage company and startup firm internationalization both in the home country environ-

ment and in a foreign context.
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7 SUMMARY

The market landscape for companies in almost all sectors has changed dramatically in the
last few decades. Because of globalization and the growth of knowledge-society, the lines
of a nations interests and its innovation system influence have expanded to the point that
national borders are not always the natural borderline between systems. This change can
be seen most in multi-national corporations which often extend their influence globally.
It is not exclusive to businesses though, with other actors in the NIS mix pressurized to
develop new approaches to the interconnected world.

The pressures of supporting national interests in an interconnected world are especially
felt by the federal government of the US. These forces have urged the government to
focus intensions on initiatives like economic statecraft, in which the promotion of busi-
ness interests and mutually beneficial growth become a focal point for embassies abroad.
The possibilities which the global market offer have been acknowledged by the govern-
ment and many embassies as well.

The ever increasing demands of globalization and the desire of the U.S. Embassy to
lead through economic statecraft in Finland create an interesting setting for analyzing the
possibilities of a foreign government assisting in the internationalization of businesses.
Therefore, the research question of the study is: How do initiatives of the United States
affect Finnish firm internationalization?

In connection with this question, the problem is studied by exploring three sub-ques-

tions:

*  Which factors are key to producing impact?
* How do home based (U.S.) and host based (Finland) factors interact?

* What are the effects which the initiatives produce?

The theoretical portion of the study is constructed around the themes which are raised
in the sub-questions. First, the theory presents the concept of a national innovation sys-
tem, how it has developed and how it is spreading to the international level. These entities
are mapped out to explore their interactions and the facilitating factors at play. The theory
continues by describing the incentives and barriers which are faced by companies desiring
to internationalize operations. Because the embassy seeks to increase incentives and re-
duce barriers to entry to the U.S. market, this is used to analyze the actions which take
place in and around the embassy ecosystem. Barrier reduction is divided into four cate-
gories of strategic obstacles, operational obstacles, informational obstacles and process-
based obstacles.

The research was conducted as a single case study of the U.S. Embassy in Helsinki,

Finland. Data was collected through a series of semi-structured interviews, participation
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in and observation of events, and from secondary sources such as web pages, resources
sites and articles. The empirical data was deconstructed, organized into themes and ana-
lyzed in order to reach an answer to the research questions. The themes for analysis were
motivations, activities and incentives and barriers. The trustworthiness of the study has
also been evaluated in order to ensure credibility for the research.

The results of the empirical study provide explanation for the sub-questions through
the case embassy. The embassy is best able to support the internationalizing of companies
by acting as a representative of the NIS of the United States. Acting as a representative
gives the embassy the chance to act as a provider of information and networking agent.

The embassy is based in Finland, and therefore conducts its events and networking
activities in the local environment. In addition, there are a number of home based ele-
ments which factor into the activities of the embassy including U.S. business and organ-
izations active in Finland, U.S. governmental policy and focus. Because of this situation,
the four key factors listed are all affected by a combination of host country and home
country influence. Largely, the ability to disseminate information and the ability to create
a positive image of conducting business in the U.S. are home based factors. The ability
to foster effective networks and facilitate Finnish businesses are host country based.

The embassy has devised a number of strategies to support business internationaliza-
tion in Finland. The key strategies and activities include event based informational ses-
sions, generalized and individualized networking activities and opinion building activi-
ties.

The results show that the embassy has created a series of events and programs which
are designed to meet the needs of Finnish businesses which can have active interaction
with the market of the United States. The embassy events and programs are designed to
provide information and create networks to help facilitate the expansion of businesses
internationally. These measures can be seen to be transferrable to other embassy locations
which have a similar setup and appropriate host country.

Finally, the study concludes that the embassy is able to create a good deal of activity
and support for Finnish businesses. While they are limited in the type of support which
they are able to provide, and cannot transform into a dedicated export support office, there
are many positive actions which can help connect the U.S. national innovation system to
Finland while creating incentives and reducing barriers for Finnish companies to interna-
tionalize. It is a symbiotic relationship, relying on the companies to participate in net-
working activities and seeking information.

The embassy staft also need to be open and willing to create new avenues of interaction
as the programs continue to develop in the future. The key factors affecting the support
which the embassy provides Finnish companies include /) the ability to disseminate in-
formation 2) the ability to create a positive image of the United States and conducting
business there 3) the ability to foster networks which benefit participants 4) the ability to
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facilitate Finnish businesses entering the United States. By ensuring that the embassy is
answering each of these factors, the embassy is able to create positive effects for Finnish

companies seeking to internationalize by creating effective networks and disseminating
information through them.
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APPENDICES

Appendix 1 Interview Guide

The following was used as a guide for the interview conversation with most inter-
viewees. The format of the discussion was structured but informal, giving the op-

portunity to divert into related topics and ideas throughout the conversation.

Name
Position

Time working in embassy

Theme 1 The Innovation Center building/environment

How important is the innovation center to the embassy operations?

o How does the importance show?
How does the building design reflect the operational wishes?
How does the environment differ from other embassies?
How does the building change the atmosphere of the embassy and operations?
What further changes or additions would you like to see in the Innovation Center?
Why was Finland the right choice for this kind of initiative?

How is the Innovation Center perceived in the US?

Theme 2 Openness

Has the number of visitors/businesses visiting the embassy increased?

Have the types of events which are possible changed?

What communication channels are in place to communicate with interest groups
around the center?

Has the number of visitors from the U.S. changed since the center was built?
Has the center affected the interactions with other embassies/regions?

Has the center show an effect on policy creation?

Has the interaction with universities changed?

Is the knowledge gained through building the Innovation Center in Helsinki trans-

ferrable to other countries?

Theme 3 Business/Social Activity in the embassy




89

* How has the Innovation Center changed the way the embassy interacts with the
business community?

* Are there some examples of successful connections made through the center?

*  What kind of networks and organizations are able to interact with the Innovation
Center?

*  What do you see as the main benefits of the Innovation Center?

* How can the embassy best utilize the knowledge present in the Finnish business
community?

*  What kind of impact can the Center have for U.S. businesses?

Theme 4 Barriers and Incentives.

* What steps are you able to take in order to reduce barriers for Finnish companies
to do business in the U.S.?

*  Where do you see the Innovation Center having the greatest impact?

* Has the center helped with building connections in Finnish regions?

* How can the best elements of the Innovation Center be transferred to other suita-
ble embassy locations?

* How can the U.S. Embassy help companies internationalize through the Innova-
tion Center?

*  What are the effects of the activities of the U.S. Embassy Innovation Center and
how can it have impact as a linking agent between other actors in the Finnish and
U.S. environments?

*  What is the relationship between the Innovation Center and the National/Interna-

tional Innovation System of the United States?





