
Green growth in sparsely populated areas: Public 
sector innovation and green path renewal

About the project 

The research project ‘the forest as a resource and opportunity for regional development’, was carried out at the Centre for Research on Sustainable Societal Transformation, and financed by 

Region Värmland and Karlstad University. It consisted of comparative case studies relevant to understand the transition to forest bioeconomies around Europe.

This project was part of a series of research projects that aim to contribute to the development of the current regional innovation system in Värmland, in relation to the transition to a 

sustainable forest bioeconomy. 

Participating researchers: Margareta Dahlström and Diana Morales.



Key concepts 

The bioeconomy and the forest-based bioeconomy

The bioeconomy is a growing policy field that proposes an economic and 

technological transformation using biomass to replace fossil fuels. It is called 

a forest-based bioeconomy when relying on forest biomass.

Critiques: Simplistic approach to sustainability, assumes it will impact 

regional development positively by creating new jobs, focuses on industrial 

modernisation while overlooking the role of crucial social actors

Smart specialisation 

Regional development and innovation strategy that focuses on regional 

priorities, needs and assets, place-based innovation and collaboration 

between the triple helix. It encourages regions to invest in science and 

technology and mobilises resources and local assets in areas where they 

‘have demonstrable strengths or potential for diversification’ 

Innovation

Process where a network of actors (holding public and private interests) 

and organisations collaborate to create and disseminate knowledge and 

new technologies. Includes technological development and industrial 

modernisation as well as services and processes.



Key concepts 

Green path renewal

The adoption or development of technologies or practices 

that are environmentally friendly (or at least less 

harmful), in an attempt to reconcile economic growth 

with sustainable development. 

Green policies, green growth 

Geographical processes of renewal and branching of an industry with 

controversial sustainable credentials. 

Institutional thickness

Explain local economic embeddedness for innovation and development 

through 4 factors: a strong organisational presence, the high levels of 

interactions, structure of domination, common agenda. 



Lapland (Finland)

Northernmost region of Finland. It borders Sweden, Norway, 

Russia and the Baltic Sea, has a population density of 2 

inhabitants per km2 and a capital city, Rovaniemi, with 

approximately 63.000 inhabitants. Lapland holds 25% of 

Finland’s forested areas, half of it is state owned. Forestry 

dates back to the 19th century and, alongside the steel and 

tourist industry, remains core to the regional economy. The 

industry has evolved from 10 sawmills at the end of the 19th 

century, to a more diversified and efficient production, 

holding large private investments to transform mills into 

biorefineries, including an approved plan for building the 

largest biorefinery in the northern hemisphere. 

The regional strategy led by the Regional Council of Lapland 

through the smart specialisation strategy, which contains 5 

clusters.



The forest-based bioeconomy in Arctic Smartness

Arctic Industry and Circular Economy: bioeconomy carried out by industries and larger 

economic actors. The cluster is hosted at Digipolis OY, which gathers more than 50 

companies, working as an industrial agglomeration that facilitates innovation and 

industrial collaboration. The aim is to promote innovation and collaboration, but focused 

on industrial productions systems to make them circular and more efficient in terms of 

use of biomass, while incentivising other actors to create businesses by taking advantage 

of side streams. 

Arctic Smart Rural Communities Cluster: bioeconomy carried out by rural inhabitants. It 

reaches rural entrepreneurs and communities, is concerned with rural development and 

wellbeing. Their activities are oriented to support rural businesses (small and family 

businesses mostly), while advocating for decentralised energy systems and local food 

production. 



Värmland

Located in western Sweden, bordering Norway. It has 

approximately 282,000 inhabitants, a population density 

of 16 inhabitants per km2, and about 70% of its area 

covered in forest. The capital city is Karlstad, with a 

population of approximately 94,000 (2019). Värmland’s

economic history is closely linked to the forestry industry. 

Sawmills and the paper and pulp industry as well as 

related engineering have a long and strong tradition. 

From a multiplicity of mills in the 19th century, today 

Värmland’s forestry has fewer but larger mills 

including several global firms, and a more diversified 

economic activity identified as forest-based 

bioeconomy. 



Värmland focused on markets and entrepreneurship trying to reach solutions for wider societal challenges, 

developing categories of specialisation (transversal, prioritised). The forest –based bioeconomy falls into the 

prioritized category.

The forest-based bioeconomy in S3

Smart specialization á la Värmland, as the 

strategy is called, ‘means smart ways to organize 

and develop existing regional assets in order to 

create value for users and society’ (Region 

Värmland, 2015, p. 7), and includes the forest-

based bioeconomy as a top priority.



Public sector innovation

• Some strategies addressing the region’s main economic actors in 

the forest-based bioeconomy are not necessarily innovative. 

These include, for example, providing innovation grants, 

facilitating and serving as a knowledge exchange platform for the 

industry, researchers and other regions, acting as a public policy 

communicator and coordinator. 

• In Lapland, however, when it comes to working with the 

municipalities, entrepreneurs, and rural micro and SMEs (for 

Lapland, most of these are micro unipersonal or family 

enterprises) some of the strategies are closely grounded to the 

rural inhabitants’ needs and contexts, which are very specific for 

the Arctic region, and hence, more innovative. 



Institutional thickness and Public Sector Innovation

Strong organisational presence - Apart from having a recognised high institutional capacity, there is also a regional government willing to

adapt policy agendas pushed from upper levels (S3 and the bioeconomy). Furthermore, strategic collaborations to implement the forest-

based bioeconomy strategy were made with already existing and well-established organisations, which in turn have strong pre-existing

relationships with the firms and populations the public policy targets.

High levels of interaction - demographic conditions and existing culture of collaboration have enabled collaborations and exchanges

between different actors, whether they belong to the public and/or private sector, facilitating agreements towards a common agenda.

Common agenda - strong sense of ownership of the policy, which helps to set the ground to build common agendas and to implement the

strategy. The way the S3 policy is designed, around the forest-based bioeconomy, appeals to some contextual conditions that are deemed

crucial in the regions’ economy and everyday life

Structure of domination - When it comes to the regional council and the powerful forestry industry, over which the regions are largely

economically dependent, the regional councils are placed on the weak end of the relationship. The council does not have the financial

resources, nor is its role either, to invest in modernising and greening forestry. It is part of its role and concern, however, to ensure that the

region is attractive for private investment in both, developing forestry related infrastructure, and modernising the existing one to make it

more sustainable. The regional councils shift towards the stronger end of the relationship, however, when relating with less influential

economic actors, municipalities, and individuals.



Green growth policies through smart specialisation and their influence in green growth: 

Mobilisation of resources and preconditions that influence green path renewal 

Värmland and Lapland have a series of preconditions that when mobilised outside the actors 

and scales that hold them (for example the firms), influence green path renewal. These 

preconditions are an existing culture of collaboration, innovation and knowledge about 

forestry, uses of forests and localised sustainable and economic growth needs and potentials, 

infrastructure and access to raw material.  

‘[As regional council in the S3 strategy] we have two main roles. One is understanding of the 

policy (…) The other is to engage with the actors within the innovation system and transform 

the knowledge we have and the knowledge they have (…) it is a co-creation role’. (Interview) 

‘The challenge with the distances, for example, [there is much said about] cities but here 

villages are too far away … when you live in cities is easier, the energy is cheaper, you don’t 

need your own car for transportation, and so on … for farmers food and energy are big issues, 

right now farming is not profitable’ (interview).



Green path renewal and the formalisation of 
shared imagined futures 

These visions did not come to existence with S3 or the EDP. However, S3 served to articulate otherwise isolated or 

unconnected efforts, gather them under the same expectations and a common language to facilitate communication, 

collaboration and agreements. These agreements and collaborations aim for a shared imagined future, to enhance pre-

existing conditions (mentioned before), and to pinpoint and strengthen the areas where innovation efforts should be 

placed to facilitate industrial modernisation (e.g. cleaner and circular production, entrepreneurship and spin-offs). 

The forest-based bioeconomy proposes a route for 

economic growth in rural areas: replacing fossil fuels 

with forest biomass to address climate change while 

stimulating economic growth, rural development and 

the modernisation of the forestry industry. 

Paper Province. The Bioeconomy Region



Conclusions

The role of smart specialisation: Smart specialisation is often the chosen tool to implement regional 

bioeconomy strategies. An advantage of framing the bioeconomy in the smart specialisation strategy is that 

the language of smart specialisation (collaboration, clusters, industrial symbiosis, innovation, economic 

growth), is appealing to the local governments and the private sector. The role of smart specialisation is, 

therefore, to instrumentalize the bioeconomy at the regional and local level, so it can be integrated within the 

regional development strategies and language. 

What enables and limits public sector innovation for green policies in sparsely populated regions? institutional 

drivers and place specificities such as institutional thickness. PSI involves strengthening their capacities by 

promoting collaborations between different local, regional, national and supranational actors, and efforts 

toward collective actions for sustainable growth in the region.

The cases demonstrate that S3 serves to mobilise pre-existing conditions and reach a common agenda 

encompassing an imagined future, influencing green path renewal. Those pre-existing conditions are a strong 

culture of collaboration, knowledge, infrastructure and access to natural resources, and the shared 

imagination is that of a forest-based bioeconomy that replaces fossil fuels while promoting economic growth. 
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