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Executive Summary

This case study belongs to the series produced under the World Bank project “Innovation Policy
Learning from Korea”™. The project seeks to promote better innovation policy design and execu-
tion in East Asian client countries through knowledge transfer and capacity building by drawing
on relevant innovation policy experience from the Republic of Korea.

As a relatively newly industrialized economy, Korea is uniquely positioned to offer valuable and
timely lessons for developing countries that desire to strengthen innovation policy and ascend
the “capability escalator™. In the 1960s, Korea’s gross domestic product (GDP) per capita was
comparable to those of the least developed countries in Africa and Asia; by 2023, Korea was
ranked first place worldwide on the Bloomberg Innovation Index.

Throughout Korea’s remarkable industrialization, key emphases have been placed on technology
and innovation. From the initial “imitative innovation” to the present, when Korea performs as a
front-runner in many high-tech areas, the country has effectively and proactively promoted business
growth and industrial upgrading with the leverage offered by various policy interventions. The
country deployed those interventions to support research and development (R&D) and non-R&D
innovation. As the country went through various stages of development, a clear policy trajectory
toward greater sophistication emerged, founded on learning and adaptation (Frias, and Lee,
2021). The use and gradual improvement of an effective monitoring and evaluation (M&E) mechanism
for innovation policy supported that transition.

M&E is considered a necessary function of modern management systems, given that it addresses
the requirements of accountability on one hand and the need to determine the results of implemented
policies and learning outcomes on the other. In the field of innovation policy, M&E is particularly
critical to enable policy learning and adaptation policy learning and adaption given the uncertain
nature of innovation processes and outcomes. Innovation policy is seldom homogeneous; public
agencies deploy a wide range of policy instruments to support the various stages and processes
of innovation. M&E of innovation policy interventions tends to be complex owing to a range of
issues on both the governance and technical levels.

1 Cirera and Maloney (2017) noted that the set of policy instruments that can support the building of innovation capabilities
at each stage differs. The recommended process is to gradually deploy instruments of increasing complexity to reduce the
demands on government capabilities to a manageable level.
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Some challenges are associated with the M&E of innovation policy per se, and some challenges
are specific to conducting M&E in developing countries. For the former, key challenges include
the diversity and complexity of innovation policy interventions, uncertainty due to long terms
of maturity for results, difficulty in disentangling results from knowledge spillovers, and limited
observability of outcomes. In developing countries, typical M&E challenges include lack of leadership
commitment to learn, which hinders the adoption of M&E systems; low priority of business innovation
policy relative to other policy domains; difficulty in coordinating between ministries and agencies
to streamline M&E of innovation policy; lack of organizational capacity and expertise to design
and deploy M&E and to use M&E for the purpose of learning; and limited resources for M&E
infrastructure and capacity building.

Korea has managed relatively well—and increasingly well—to address the previously mentioned
challenges throughout its process of catching up by using an innovation-driven growth model. The
Korea experience presents an innovation policy M&E mechanism that has kept learning, evolving,
and adapting to increasingly sophisticated policy practices and that, over the decades, has
responded dynamically to the needs of business innovation in the country. The analysis presented
in this case study demonstrates that Korea is a practical example for developing countries not only
because of how successfully it has managed to achieve certain M&E objectives but also because of
its “imperfection” and how it operated in a reality with limitations and constraints.

Reviews of Korea’s experience and international practices revealed that those challenges—and
the principles and approaches to addressing those challenges—fall into three main categories:
(1) governance, (2) data and methods, and (3) capacity and resources. Korea’s experience sheds
light on all three categories of challenges; in particular, it offers useful takeaways for developing
countries (including Indonesia, the Philippines, and Viet Nam) on how to address challenges,
especially those in governance and in capacity and resources.

Key takeaways from the Korea experience include the following:

Governance:

- Korea’s well-articulated use of mandated M&E frameworks can be instructive for client
countries. The legal basis requires the use of M&E frameworks, defines roles and rules
explicitly, and delegates authority to promote not only accountability but also autonomy.

- Korea’s five-year master plans have been instrumental in ensuring a holistic and long-term
approach to M&E of innovation policy. Korean five-year master plans are developed to provide
overall guidance on M&E of innovation policy, and detailed M&E plans are conceived at the
ministerial level based on those master plans, which ensures that a long-term perspective is
established during policy formation.

- Korea has found a balance in dividing the labor between R&D and non-R&D innovation
policies among two major ministries—the Ministry of Science and ICT (MSIT) and the
Ministry of Economy and Finance (MOEF)—an approach which is well aligned with its overall
structure of innovation policy making and implementation.

- Korea has benefited greatly from a strong political drive and major investments in promoting
M&E and innovation policy from the very top-level leadership. The role of the Presidential
Advisory Council on Science and Technology (PACST) was crucial in mandating the M&E of
innovation policy in practice, and regular high-level meetings presided by the president
rovided real coordinating power.
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Data and methods

- The Korea National Science & Technology Information Service (NTIS) is an example of a
vehicle to ease the access to information and data for M&E, particularly those for innovation
policy, which often are managed by several entities. NTIS serves as a one-stop shop for
M&E information and data that is open not only to government officials but also to the
public, including researchers, academics, and students.

- In Korea, the qualification of program origins, including building its case and processing and
analyzing M&E data, is closely supported by specialized research institutions with expertise
in M&E.

- For some evaluations, Korean laws provide autonomy and flexibility by deliberately not
imposing specific evaluation methods. In such cases, only areas of evaluation are specified,
leaving the method of evaluation to the discretion of the entity charged with undertaking it.

Capacity and resources

- Korea offers useful experience in fusing the requirements of staff training to the M&E of
innovation policy itself. The supporting agencies offer mandatory and optional training
programs specifically designed to strengthen government officials’ capabilities for M&E in
addition to providing operational guidelines.

- Korea’s approach to enhancing coordination capacity among policy makers is firmly based
on the legal framework. Coordination not only helps in achieving efficiencies by avoiding
duplication of effort but also benefits the effort to develop useful, relevant, and accessible
data because the common definitions and architectures are achievable only in the context
of such coordination.

- Korea has leveraged another important factor in ensuring coordination and implementation:
budgeting. MSIT and MOEEF, the executive bodies of the M&E of R&D and non-R&D, have the
power to allocate the budget based on the results of M&E. Important to note is that budget
allocation is not solely based on performance evaluation results because not all programs
can be monitored and evaluated on an equal footing.

- Korea’s expertise in carrying out M&E of innovation policy was supported by research
institutes specializing in M&E and by academia, making it easier to ensure that the leading-
edge experts in the country are involved in the process.

This case study demonstrates clearly that good practice of M&E is never merely a technical matter. It
is also a governance matter because the requirement of and support for M&E follow directly from the
governance basis on which it will be built. Korea’s M&E system is the result of decades of adjustment
and refinement. M&E schemes for innovation policy require constant adjustments and improvements
due to the fast-changing, multifaceted nature of innovation activities. Developing an M&E system
such as Korea’s or adopting certain features of it may necessitate a change in culture, organizational
routines, and individual behavior.

Undertaking the steps toward more adequate M&E to suit country-specific needs in innovation
policy requires prioritization driven by the readiness of a country’s governance situation, capacity
and resource levels, and technical capabilities. To an extent, developing countries could anticipate
and be prepared for certain challenges in improving their M&E schemes by referring to the Korean
experience. The challenges that Korea has experienced could be circumvented if developing
countries implement countermeasures early on.
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Motivation

This case study is one of the deliverables produced under the World Bank project “Innovation
Policy Learning from Korea.” The project aims to promote better innovation policy design and
execution in East Asian client countries through knowledge transfer and capacity building by
drawing on relevant innovation policy experience from the Republic of Korea.

As a relatively newly industrialized economy, Korea is uniquely positioned to offer valuable and
timely lessons for developing countries that desire to strengthen innovation policy and ascend
the “capability escalator.” In the 1960s, Korea’s gross domestic product (GDP) per capita was
comparable to those of the least developed countries in Africa and Asia; by 2021, Korea was
ranked first place worldwide on the Bloomberg Innovation Index. During those 60 years, Korea has
undergone extraordinary economic growth and global integration, becoming one of the strongest
recently industrialized economies in the world.

Throughout Korea’s remarkable industrialization, key emphases have been placed on technology
and innovation. From the initial “imitative innovation” to the present, in which Korea performs
as a front-runner in many high-tech areas, the country has effectively and proactively promoted
business growth and industrial upgrading with the leverage offered by various policy interventions.
The country deployed those interventions to support research and development (R&D) and non-
R&D innovation. As the country went through various stages of development, a clear policy
trajectory toward greater sophistication emerged, founded on learning and adaptation (Frias
and Lee, 2021). The use and gradual improvement of an effective monitoring and evaluation
(M&E) mechanism for innovation policy supports that foundation and the economic structure it
fosters.

Moreover, Korea has been active in spreading its development know-how to support aspiring
developing countries toward modernization, industrialization, and innovation-driven growth. That
openness is favorable to developing countries ready to draw on Korea’s development experience

2 Cirera and Maloney (2017) noted that the set of policy instruments that can support the building of innovation capabilities
at each stage differs. The recommended process is to gradually deploy instruments of increasing complexity to reduce the
demands on government capabilities to a manageable level.
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in various aspects relevant to an industrializing country. Among those countries are the three
East Asia and Pacific countries identified in this project: Indonesia, the Philippines, and Viet Nam.3
Those countries, although faced with characteristically individual development challenges,
are relatively ready to absorb the innovation experience offered by Korea. Those countries
recently graduated from the ranks of middle-income countries to join the upper-middle-income
countries. Nevertheless, such equitable growth is challenging to sustain as those countries
move toward the higher-middle-income level. They need transformation and upgrading though
innovation to unlock further growth potential and overcome the “middle-income trap.” In that
context, Korea’s experience of transforming its economy toward innovation-driven growth could
offer practical lessons for those three countries and beyond.

Why the Focus on M&E?

When the authors considered the various Korean experiences in pursuit of case studies of
innovation policy to distill lessons for developing countries, they found that the topic of M&E—
and of innovation policy capabilities in general—stood out as one of the most frequently cited
necessities by experts in the field.

M&E is considered a necessary function of modern management systems, given that it addresses
the requirements of accountability on one hand and the need to determine the results of
implemented policies on the other (OECD, 2017). The public sector is increasingly pressured
to deliver better results through limited resources while adhering to overarching principles of
transparency, accountability, and efficiency. That function requires a high level of fluency in
evidence-based policy making founded on institutional learning. From the national, regional,
and local levels of government to specialized public organizations in education, health care, and
beyond—and further, past national borders to international agencies such as the United Nations,
Organisation for Economic Co-operation and Development (OECD), World Bank, and European
Commission—policy makers and program owners are keen to understand whether and how their
interventions work. The goal is to assess the efficiency and effectiveness of interventions—not
neglecting unintended outcomes—and, ultimately, to understand how to strengthen interventions
by studying those already implemented. M&E not only promotes transparency, accountability,
and progress tracking but also facilitates policy learning, generates actionable information for
timely policy adjustments and improvements, and enhances policy effectiveness.

3 The need for reform and demand for support were considered in selecting target client countries. Those criteria were
primarily identified by referring to the findings from the World Bank’s previous advisory engagements with developing
countries; the policy effectiveness reviews (PERs) for innovation policy conducted in each of the client countries were
the most valuable resource. Members of the project team also visited Vietnam and the Philippines and held interviews
and consultations with the countries’ policy makers to gather demand assessments from August through September of
2019. Consideration of synergies with completed, ongoing, and scheduled World Bank projects, both lending and nonlending,
also guided the client country selection process, with the intent to maximize impact.
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In the field of innovation policy, M&E is particularly critical to the enablement of policy learning
and adaptation given the uncertain nature of innovation processes and outcomes (Edler et al.
2016). Innovation policy is seldom homogeneous; public agencies deploy a wide range of policy
instruments to support the various stages and processes of innovation (see, for example, Cirera
et al. 2020 as a detailed guidebook to the design of innovation policies). Innovation policy is a
term often used to refer to the overall field of science, technology, and innovation (STI) policy,
which includes not only the generation and diffusion of new solutions but also the generation
and diffusion of scientific knowledge pertaining to and the outcomes of basic and applied research.

This case study is concerned with business innovation.* Ideally, policy interventions, especially
those supporting innovation (given the high level of uncertainty), should be based on the use of
policy pilots requiring rigorous and built-in M&E to determine whether the results warrant scale-up. The
technological and policy trajectories are difficult to define at the initial stage of policy design and
formulation; therefore, a crucial step is to set up an effective M&E mechanism that monitors a
given policy’s progress—and evaluates it in a timely fashion to enable for policy learning and
course correction. M&E therefore permits the adjustment of deployed policy to improve its
efficacy.

Developing countries with aspirations to catch up through innovation-driven development
will find M&E indispensable to the core capabilities with which the governments of advanced
economies equip themselves. By establishing M&E mechanisms and mandating their use, the
government of a developing country can begin to build accountability and efficiency, gather and
manage growing data and evidence, gain knowledge about the innovation policy progress made,
obtain buy-in from stakeholders to justify interventions, and, ultimately, realize policy learning
and adaptation so that future decisions to intervene (or not) may be traced to evidence rather
than to wishful thinking.

The M&E mechanism for innovation policy in Korea involves a high level of cross-agency
coordination, the success of which underpins Korea’s increasingly strong national innovation
system and its performance. When assessing the learning needs in developing countries, the
authors found high interest among innovation policy practitioners in diving deeper to learn the
Korean experience of innovation policy M&E. M&E is one of the areas more poorly implemented in
developing countries, as suggested by findings from policy effectiveness reviews (PERs); hence,
diffusion of good practices that have proven to be useful in Korea is necessary to draw wider
implications for learning and transfer.

4 “Innovation relates to the ability to introduce a new product, a new idea, a new technology, or a new solution. As
such, innovation includes basic upgrading, but also the invention of new products and technologies” (Cirera et al. 2020)
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What is M&E, and How Does It Relate to Innovation
Policy Learning?

M&E provides the evaluation mechanism that collates information and findings with respect to
how well an intervention is performing and whether it is making reasonable progress toward
its objectives at specified milestones. Although often used in combination, monitoring and
evaluation are intimately related, though nevertheless distinct:

- Monitoring is observational by nature. Monitoring is addressed at the operational or management
level of policy interventions or programs to understand whether a program is being correctly
implemented. It is typically done internally, to regularly collect data about project inputs, activities,
and outputs, the participation of intended beneficiaries, and the beneficiaries’ satisfaction with
the program. Monitoring also includes reporting and documentation, finances, and budgets.

- Evaluation is judgmental by nature. Evaluation is addressed at a more strategic level to identify
the effect, and its magnitude, caused by a given innovation policy’s implementation.*
Ideally, evaluation should offer counterfactual scenarios to address the question of “what
if the intervention did not happen?” In practice, however, experimental, or controlled-
setting evaluations are not always doable; hence, counterfactual scenarios are difficult
to establish. Although evaluation could be done internally, it is more often carried out
by external, independent bodies to preserve objectivity. Best practices often involve a
combination of internal and external roles in evaluation. Evaluators analyze the data
collected from monitoring and from other sources and determine whether the intervention
has achieved its stated objectives.

The desired impact of innovation policy depends on choosing the correct solutions that address
market and system failures that hinder innovation and implementing those solutions efficiently
and effectively. Even the correct policy solution—one that has, in practice, proved to
be effective at addressing a market failure—will not deliver those results if its implementation
is flawed. Without M&E, policy makers would be unable to determine whether lackluster results
were caused by an incorrect selection among policy tools or the suboptimal implementation of
the correct policy.

Monitoring is a continuous activity, whereas evaluation tends to be a periodic activity—
occurring, for example, ex ante, midterm, at the end of the active period of a policy, or sometime
after the policy’s termination (as in the case of impact evaluation). Figure 1.1 illustrates how
both activities are situated along stages of the policy process. At the policy formulation stage,
ex ante evaluation® (often in the form of feasibility studies) can be adopted to comprehend the
feasibility of the innovation policy and to facilitate planning for the intervention, including budget
planning. Upon adoption of the policy, a solid monitoring mechanism supported by regular and

5 Impact evaluation can be defined as “measuring the change in outcomes for those affected by the program compared to
the alternative outcomes had the program not existed” (Gugerty and Karlan 2018, based on Glennerester and Takavarasha
2013.
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systematic data collection is crucial. Interim evaluation provides periodic assessment of how
well the intervention is performing, and ex post impact evaluations take place after the policy
intervention concludes, thus giving time for the effects of policies to manifest. Evaluations are
increasingly being designed before interventions are implemented, as that is a better time for
constructing evaluations than the moment they are needed—especially in the case of evaluations
based on experimental methods, such as randomized controlled trials (RCTs) that are designed
contemporaneously with the intervention itself.

FIGURE 1.1 Monitoring And Evaluation (M&E) Embedded In The Policy Process
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- « Intervention Management
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Source: Original figure for this report.

Ideally, all policy interventions and programs should be monitored and evaluated, and the
outputs from M&E—that is, the findings from periodic and impact evaluations—should serve as
feedback to inform further policy adjustment and reformulation or as evidence to terminate the
policy intervention. This policy learning process essentially forms a feedback loop to connect the
current policy cycle to the next cycle, in which policies, if not terminated, would be improved
and positioned to better serve the target.

In reality, driven by limitations in resources (such as budget or staff), capacity, timelines, and policy
nature (not all policies have clear boundaries from their contexts or other related interventions),
not all policies are subject to M&E, especially impact evaluation. Although monitoring is increasingly
common, covering most programs in many innovation systems (for example, in the case of Korea),
impact evaluation is typically applicable only to large projects with high priority and solid
underpinning data collection efforts.’

6 Exante evaluations provide input to the policy design and often involve the use of logic models or frameworks to outline
the expected intervention logic, input, output, outcomes, and impacts. Ex ante evaluations also often involve the execution
of feasibility studies to assess the planned interventions at the operational level. Including both types of assessment is
important so that both the intervention logic and the practical feasibility of interventions can be justified.

7 For a detailed account on impact evaluation, see Gertler et al. 2016.
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Challenges Associated with M&E of Innovation
Policy in Developing Countries

Some challenges are associated with the M&E of innovation policy per se, and some challenges
are specific to conducting M&E in developing countries. The identification of those challenges
has been based on multiple sources, including extensive literature review; scoping with World
Bank’s task teams working on innovation policy in Indonesia, the Philippines, and Vietnam; and
findings from the functional review of PERs.

Inherent Challenges Associated with M&E of Innovation Policy

M&E of innovation policy interventions tends to be complex owing to a range of issues from both
the governance and technical levels (Innovate UK 2018).

Diversity and complexity of innovation policy interventions. As noted, innovation policy
is diverse—far more so than the traditional, linear thinking on R&D activities. Innovation
policy increasingly covers indirect and nonfinancial measures, such as advisory services
and networking support, which are difficult to measure, and their impacts can be difficult to
attribute. Often the implementation of innovation policy spans multiple line ministries and
other authorities, so defining a single “owner” of the intervention is challenging. Moreover,
innovation policies often come in the form of “mixes” that comprise multiple instruments
functioning in unison, makingit difficult to specify which instrument was responsible
for which effects, hence complicating the process of refinement. Complementarity is
also a challenge, as policy mixes involve policy measures across multiple sectors, and
the effectiveness of those measures could be compromised if the complementarity
level is low and contradictions or inconsistencies between different instruments exist.

Uncertainty and long terms of maturity for innovation results. To allow for the materialization
of results once innovation inputs have been assigned, innovation policy interventions typically
must be sustained for several years. Often, innovation activities must be deployed over several
years before their results can be observed. For R&D support during the precommercial
stage, the impact of output additionality (that is, additional outputs exclusively
attributable to the intervention) takes a particularly long time to manifest. During the
initial years following public support, therefore, the returns may appear unpromisingly low.

Difficulty in disentangling results from knowledge spillovers to unintended or indirect
beneficiaries. When governments launch interventions, they do not do so in isolation. The
businesses being supported are typically situated within dynamic and complex innovation
systems, with many institutions operating and interacting simultaneously. Companies might
receivesupportfrombothlocaland nationalgovernments, fromdifferentline ministries,andfrom
different types of policy instruments, especially those targeting small and medium enterprises.
Correlating the contribution of individual interventions to observed improvement of innovation
performance is therefore difficult. Even though the adoption of experimental methods (such
as RCT) addresses that problem to an extent, it is not universally applicable to all innovation
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policy interventions, and resources or capacity are usually not sufficient to support the
wide adoption of those methods (European Commission 2012).

- Limited sample sizes for statistical analysis due to limited outreach of innovation programs to
the business population. Compared with broader policies, such as those egulating education
and employment, innovation policy typically targets a much narrower scope of the business
population.Thatlimitation poseschallengestothecollectionofstatisticallysignificantsamples
to conduct the sophisticated analysis required for the evaluation of complex policy mixes.

- Spillover effect of innovation and limited observability of outcomes, which lead to
identification issues. Whereas some innovation outputs are tangible (for example, new
products),others are intangible, with their primary output being valuable knowledge
embedded within human capital. That intangibility often leads to spillover impacts that
are difficult to observe, trace, or quantify. In the near term, tangible returns to the public
investment spent on innovation could appear low, while spillover effects remain intangible
and often beyond the target group itself.

Challenges Associated with Conducting M&E in
Developing Countries

The M&E of innovation policy faces additional challenges in developing countries compared with
developed countries. Those challenges include but are not limited to the following:

- Lack of leadership commitment to learn, which hinders adoption of M&E systems.
Incentivizing policy practitioners to mainstream M&E as part of their responsibility is
difficult. Although, in many developed countries, M&E has been mandated with strong
regulation or legislation (such as in the case of Korea), in developing countries, incentives
often are not in place to motivate or pressure government officials to mandate M&E into
their practice (for example, in certain East Asia and Pacific countries, M&E is included in
policy master plans but not really translated into practice). Even worse, some agencies in
developing countries resist embracing M&E for fear that funding for innovation programs
will cease if their evaluations yield negative results. A predisposition to risk aversion
wherein fear of failure (and the loss of face or political standing that failure may bring) can
prevent agencies from establishing and maintaining well-functioning M&E mechanisms. In
this context, M&E is essentially carried out to fulfill the minimum compulsory “technical”
reporting and fiduciary requirements established by law, with the crucial analysis of policy
implementation and distillation of its lessons for future implementations being discounted.
Under those circumstances, a mindset geared for transparency and an openness to
understanding what works and what does not are difficult to engender and sustain. A
change in mindset and culture is required, whereby leaders at these agencies promote a
culture of open policy learning and practitioners have the space to take informed risks in
the pursuit of improving the quality of policy through experimentation with novel
policyideas.
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- Legitimacy and establishment of business innovation policy relative to other
policydomains. The deployable range of innovation policy instruments is diverse and,
therefore, often under the purview of different organizations. Whereas in developed
countries, we see established practices to bring different authorities together in an
umbrella body or “innovation agency” (Aridi and Kapil, 2019) to promote innovation
(for example, Vinnova in Sweden, as elaborated in chapter 2 of this study), in most
developing countries, different innovation policy instruments reside with different
agencies. No specific “innovation policy” domain exists, and different ministries and
agencies could be responsible for different aspects of innovation. That structure creates
ambiguity in responsibilities, especially in policy implementation and monitoring.
Some policies have clear ownership—for example, R&D grants—whereas others need
to comply with their “home domain” first—for example, taxes or public procurement.

- Difficulty in coordinating between ministries and agencies to streamline M&E of
innovation policy. The aforementioned ownership (or primary authority) problem
poses a coordination challenge, especially when either the ministries of science and
technology do not have sufficient funding or the innovation agenda is not a national
priority, which often is the case in developing countries. Consequently, M&E of
innovation policy is rarely done with a holistic and long-term perspective. At the working
level, coordination challenges could mean limited access to data that are needed
for M&E and lack of communication to facilitate transparency, among other issues.

- Lack of organizational capacity and expertise to design and deploy M&E and to use M&E
for the purpose of learning. Institutional capacity in developing countries is typically
underdeveloped, leaving little room for agencies to undertake M&E activities, not to
mention analyze collected data to inform future decisions. At the working level, qualified
M&E professionals are often scarce, leading to a major capability gap with respect to
the integration of M&E tasks into everyday activities. According to the findings from the
World Bank’s PERs in STI in Indonesia, the Philippines, and Vietnam, even when M&E is
conducted, it is characterized by the absence or very limited use of M&E frameworks,
fragmented information management, and incomplete use of M&E results to support
learning and inform future policy decisions due to limitations in capacity and expertise.

- Limited resources for M&E infrastructure and capacity building. Although evaluation of
essential R&D programs is commonly seen as part of regular policy practice, securing
funding sufficient to address the M&E needs of all types of innovation policies often
is difficult. Beyond funding, modern data infrastructure is another gap, preventing
developing countries from leveraging rich data that could come from sources beyond
traditional self-reporting methods. Even though donors and development agencies
often require and provide resources to undertake M&E, their support typically is very
selective and sometimes political, thus impeding M&E from becoming a routinized part of
innovation policy practice. Financial resources for M&E activities tend to be limited, and
most mechanisms in developing countries offer few incentives or training for staff.

KOREA: THE CASE OF MONITORING AND

INNOVATION POLICY LEARNING FROM /I 8
EVALUATION (M&E)



Korea’s Experience in Addressing Challenges
Associated with M&E of Innovation Policy

As shown in chapters 3 and 4 of this case study, Although Korea still understandably faces the
inherent challenges associated with M&E of the complexity and uncertainty related to innovation
policy interventions, the country has managed relatively—and increasingly—well to address
the challenges discussed in section throughout its process of catching up using an innovation-
driven growth model. The Korea experience presents an innovation policy M&E mechanism
that has kept learning, evolving, and adapting to increasingly sophisticated policy practices,
which has responded dynamically to the needs of business innovation in the country over the
decades. Analysis presented in this case study demonstrates that Korea is a practical example
for developing countries to observe—not only because of how successfully it has managed to
achieve certain M&E objectives but also because of its “imperfection” and how it operated in a
reality with limitations and constraints.

Reviews of Korea’s experience and international practices revealed that those challenges, and
the principles and approaches to addressing those challenges, fall under three main categories:
(1) governance, (2) data and methods, and (3) capacity and resources (see chapter 2 for a detailed
account). Several the challenges outlined in the preceding section are linked to challenges related
to governance, such as a lack of leadership commitment and a lack of holistic view. Some
of the challenges relate to data and methods, such as difficulty in disentangling results from
knowledge spillovers. Other challenges fall under the category of capacity and resources, such
as difficulty in coordination and lack of expertise. Whereas challenges faced by developed
countries regarding M&E of innovation policy often concern data and methods, challenges faced
by developing countries spread across all three categories.

Korea’s experience sheds light on all three categories of challenges; in particular, it offers useful
takeaways for developing countries (including Indonesia, the Philippines, Viet Nam, and others)
on how to address those challenges, particularly in the categories of governance and of capacity
and resources. For one example, Korea addressed the issue of ownership by using mandated
M&E frameworks through legislation, providing a basis to establish M&E as part of the innovation
policy cycle and paving the way for clearer division of labor and ownership between different
authorities and affiliated organizations (notably, MSIT overseeing R&D policies, while MOEF
oversees non-R&D innovation policies, with support from their respective designated agencies).
For another example, Korea addressed part of the coordination and data collection challenge by
mandating and deploying a centralized innovation policy M&E data portal, National Technology
Information Service (NTIS), which serves as a one-stop shop for M&E information and data that
is open not only to government officials but to the broader group of stakeholders and users

This report unfolds as follows. Chapter 2 presents international good practices in M&E of
innovation policy, organized around the three categories: (1) governance, (2) data and methods,
and (3) capacity and resources. International good practice serves as a benchmark to lay the
groundwork for presenting the Korean experience. Chapter 3 gives a detailed account of the
innovation policy M&E mechanisms in Korea (differentiated according to R&D versus non-R&D
innovation policies) and uses the example of M&E of R&D tax incentive (RDTI) schemes to
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demonstrate in depth how the M&E mechanisms work in practice, followed by lessons learned
and limitations. Chapter 4 looks at the Korean experience in contrast with the challenges seen in
developing countries and with international practices, and the chapter concludes with takeaways
for client countries to prioritize the steps in moving toward better M&E mechanisms for innovation
policy.
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International Good Practice in
M&E of Innovation Policy
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More countries than ever have adopted M&E systems across their governments, including the
agencies concerned with innovation policy. This chapter presents a framework with categories,
principles, and challenges inferred from international experiences. Information for this section
was drawn from interviews with international experts and reports on M&E systems with a focus on
innovation policy.

Analytical Framework

In this chapter, we propose a framework to help synthesize lessons for developing an M&E system
focused on innovation policy, and we develop a few basic principles within each. We use three
broad categories that encompass most of those used in the examples previously provided but
classified in a way that suggests an initial division of labor when developing M&E systems. The
proposed framework consists of the following categories:

- Governance
- Data and Methods
- Capacity and Resources

Governance isa broad understanding of emergentauthorityinadomain beyond formal government
structures. Important values and priorities that shape M&E activities will be considered under
the governance category as well as specific normative and legal frameworks that require direct
compliance. Patterns of interaction among relevant actors resulting from norms and statutes are
also considered under this category.

Data and methods address the technical dimension of an M&E system. The appropriate
methodological framework and data-gathering systems will be governed by professional expertise
and consensus in the respective fields of study related to the domain to which an M&E system
applies. The more significant role of expertise, rather than authority and legitimacy, distinguishes
this category from the previous one.

Capacity and resources address the feasibility of an M&E system. The convergence of priorities
with professional judgments does not suffice if the sustained capacity to install and operate an
M&E system is not in place. Given that M&E is often considered to be an overhead expense, special
focus on this dimension is required.

From the interviews with experts and the review of international examples, important principles
are revealed and captured under each general category of an M&E system for innovation policy. In
this chapter, the M&E and contexts of four countries—namely, Sweden, Australia, Uruguay and the
United Kingdom— are used to illustrate these principles.
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Principles of Good Practice for Framework
Categories

Governance
a. Develop a culture of transparency

The institutional culture within which an M&E system is set to operate has great influence on its
effectiveness. Having senior policy leaders assign importance to the function of M&E is essential.
There also must be a commitment to transparency in government for M&E to help improve policy
results. Transparency and accountability are primary motivators for establishing such a system
in the first place, and, in turn, they drive the focus on improving methods and approaches on the
technical side. Experience shows that, although M&E efforts often begin with a search for the most
sophisticated methods and approaches, they will fail to deliver as expected if the institutional
culture does not assign high priority to transparency and accountability.® Much effort can be
wasted when this principle is not followed, because it sets the stage for successful M&E.

Further, as the missions of government agencies change, the implications for the fulfillment of the
principle of transparency and accountability must be elucidated under the new circumstances.
Concerns over corruption may defeat the purpose of pursuing M&E in the first place, as the
incentives to discover the need for improvement will be absent. All international experiences
considered to be good practice show a commitment to this principle (see the examples of Sweden,
Australia, and Uruguay that follow, as well as Korea in the next chapter), one that is ingrained in
the rank and file of the organizations responsible for M&E. The culture of transparency also should
extend to society at large. Moreover, placing evaluation data in the public realm in an anonymized
form can serve a wider set of actors, beyond program managers, such as members of academia
and the public sector.

When one considers examples from around the world, it is often noted that the culture of
accountability and transparency in Sweden has a long tradition; financial audits and process
evaluations in the country’s public sector have been a common practice for more than 50
years. Government reform in Sweden during the late 1980s and 1990s led to a larger role for
evaluation. Vinnova, the Swedish Agency for Innovation Systems, has responsibility under its
overall government framework in the formulation of strategies, setting of objectives, and M&E in
the accountability process (Christensen, Laegreid, and Wise 2003).

In another example, Australia was an early adopter of government reform that included results-
oriented management. This approach led inevitably to an evaluation policy that applies to the
entire spectrum of government activities. Beginning in 1983, the Australian government engaged
in public -sector reforms to improve the performance of its ministries and agencies significantly.

8 Asreported by several evaluation experts interviewed for this report.
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These reforms included principles of program management and budget-setting guidelines for sound
management practices, collection of performance information, and the regular conduct of program
evaluation. The Department of Finance took the leading role in designing and implementing these
reforms. In the years since, the specific implementations of evaluation policy have undergone many
changes, but the commitment to a broad-based evaluation policy remains. According to one review
of this history of Australian M&E policy, the key outcome of the process has been a firmly rooted
culture of transparency and accountability (Mackay 2004).

The case of Uruguay’s National Innovation Agency (ANII) and its M&E of innovation policies
is interesting because of its regularity and sophistication, even though it is not embedded in a
national evaluation policy as longstanding and mature as Sweden’s and Australia’s. The country
created its national M&E system in 1995, El Sistema de Evaluacién de Aprendizaje (The Learning
Assessment System; SEV), which focused explicitly on installing a culture of transparency and
accountability in all public sector processes (Zaltsman 2006).

The government of the United Kingdom (UK) provides another example of the inclusion of evaluation
throughout a country’s policy process that are mandated by law and specified in significant detail in
manuals that guide all agencies in their evaluation efforts. These manuals are also good examples
of a way to instill a uniform culture of transparency by stating in detail the purposes of these
efforts and how they contribute to specific requirements of the law. The Magenta Book: Central
Government Guidance on Evaluation (UK, HM Treasury 2020) introduces the general evaluation
guidelines of the central government indicating that evaluations are required for spending reviews
and also are formed in response to potential scrutiny and challenge from several government
offices. Among them are the National Audit Offices, Select Committees, Regulatory Policy
Committee, and others (UK, HM Treasury 2020, 10). Regarding innovation specifically, Innovate
UK, part of UK Research and Innovation (UKRI), has adapted the guidelines to its policy domain,
thus specifically acknowledging the transparency and accountability mandate to maintain the
legitimacy of its interventions (Innovate UK 2018, 7).

b. Establish explicit rules and authority

To set the right priorities contributing to a culture of transparency and accountability, explicit
rules and authority must provide the proper foundation for the M&E system. Agencies and
managers of M&E must have well-defined roles and the proper incentives to carry out this function
effectively (Gorgens and Zall Kusek 2009). All examples of good practice converge on the need for
M&E systems to be set by law.? The norms mandating M&E not only define requirements and set
obligations, but also establish the demand for its compliance function and, if properly designed,
match the financial side for the agencies’ mission with its results. Nevertheless, the match must
also account for the diverse functionality of missions that results in different timing and the need
for flexibility of funding use over various cycles. The statutory framework makes the case for the
role of the M&E system in the policy domain, in that it establishes reporting requirements and
responsibilities and mandates the use of the M&E results.

9 As reported by experts interviewed for this report and illustrated by the case of Korea developed in this report.
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All four of the case examples mentioned in the previous section illustrate this principle. The Swedish
government, in recent times, has given greater autonomy to agencies in the formulation of their
strategies and settings of objectives, leading to a greater need for evaluations in the accountability
process (Christensen, Laegreid, and Wise 2003). As a result, evaluations are carried out by many
governmental agencies, and Vinnova leads this effort in science, technology, and innovation. In
the case of Australia, the Commonwealth Scientific and Industrial Research Organisation (CSIRO)
is evaluated periodically under the country’s general government evaluation policy. The agency
partners with outside evaluators to carry out performance evaluations of its portfolio (Industry
Innovation and Science Australia 2016). Uruguay’s innovation agency, ANII, has the explicit
mandate to manage a portfolio of innovation policies with stable objectives that have been
carried out since 2008 (Bukstein et al. 2020). The portfolio consists of 20 instruments that include
financial incentives, grants, and support for specific innovation activities such as prototyping,
individual entrepreneurship, and innovation marketing, among others. ANII periodically evaluates
the entire portfolio of innovation instruments under its purview.

The Magenta Book recommends explicitly that evaluation should be conducted as a collaborative
activity between independent specialist evaluators and the policy design and implementation
teams (UK, HM Treasury 2020 18). It presents an overview of the evaluation process with scoping,
data collection and methods selection, evaluation management, and use and dissemination
of evaluation findings with clear indication of roles and responsibilities at each stage (UK, HM
Treasury 2020 18ff). When referring to evaluation management, it states, “It is crucial to set up
effective governance structures at the beginning of an evaluation” (UK, HM Treasury 2020 ,70).
Three typical government arrangements are mentioned—namely, a Policy Program Board, an
Evaluation Steering Group, and an Expert Peer Review panel.

c. Empower insider ownership

The governance framework can also enhance or diminish the potential quality and usefulness
of the M&E system, depending on the role assigned to the office-level staff. Managers of policies
under evaluation have the most knowledge about the context of implementation and will also
be responsible for carrying out changes and improvements stemming from evaluation results.
These individuals provide crucial access to continuous monitoring information and data needed
for future evaluations. In addition, their sense of commitment to the culture of transparency
and accountability goes a long way in providing inspiration and leadership for proper M&E
implementation. A governance framework that provides for insider ownership will increase the
chances of using evaluation for learning and continuous improvement. Even though the objectivity
of M&E often requires the participation of outsiders, a proper balance between insider and outsider
involvement has a greater chance of success and sustainability with respect to an M&E system.
Insider ownership also ties the professional reputation of staff to the quality of their M&E effort,
reinforcing the culture of transparency and accountability with a positive incentive.

For example, Australia’s CSIRO includes in its methodology a benchmarking of its performance
against international peers and its definition of goals and measures as well as an identification of
relevant actors and key stakeholders. The evaluation framework developed by Uruguay contains
an explicit classification of all instruments by type of objective and the relation of objectives to
market and system failures. From this follows a three-stage model that addresses key components

INNOVATION POLICY LEARNING FROM
KOREA: THE CASE OF MONITORING AND 2 5

EVALUATION (M&E)



of its policy strategy: (1) input additionality (as opposed to crowding out), (2) firm innovation
behaviors, and (3) firm performance impact on the market. The Magenta Book on evaluation
guidance specifies this principle by recommending the constitution of a Policy Program Board to
insure buy-in from decision makers and the use of evaluation findings.

d. Focus on learning as well as on accountability

Directly following from the previous principle, M&E systems should be established with a focus
on learning and the continuous improvement of policy design, as well as on accountability. This
prioritization leads to roles, not only for M&E practitioners—whether insiders or outsiders—but
also for a broader set of stakeholders. This set would include other interested parties in the
public sector, among those affected by the policy as potential direct or indirect beneficiaries, and
professional communities with important knowledge capital related both to M&E and the policy
domain. Ideally, the process would include significant interactions among the stakeholders and a
practice of making evaluation results public. With a focus on learning, there is greater likelihood
that there will be willingness to identify that a policy is not working as expected.

The Uruguayan system indicates, among its objectives, support for continuous improvement
and for informing budget allocation. An Inter-American Development Bank (IDB) study identified
Uruguay as one of the Latin American countries that made the most progress on its M&E system
from 2007 to 2013 (Kaufmann, Sanginés, and Moreno 2015).

This principle is stated as a fundamental principle of evaluation under the central government
guidance for evaluation in The Magenta Book. The executive summary states the complementarity
of learning and accountability as the crucial purpose of evaluation of government policy (UK, HM
Treasury 2020, 5). Its application to specific areas, such as innovation, is also explicitly stated. In
the presentation of its new evaluation framework in 2018, Innovate UK makes the same point to
explain why evaluation of innovation policies is important (Innovate UK 2018, 7).

e. Adapt to the institutional and political context

The application of these principles to specific implementations of an M&E system must be
adapted to each country’s context and its specific institutional arrangements. This is the reason
for suggesting “principles” that require interpretation to uncover their relevance to the specific
context. Therefore, interpreting each principle for the context becomes, in itself, a principle in the
governance of M&E systems.

The obstacles to overcome, the available capacity and organizational roles, and the organizational
culture may lead to very different paths toward the goal of a high-quality and effective M&E (Edler
etal. 2012). In some cases, there are frequent changes in government ministries and agencies that
require an adaptable M&E system to remain relevant and viable. In developing nations, corruption
is often an important concern that tends to put greater emphasis on accountability, requiring
great effort to keep the learning side in focus. The use of evaluations impinges on the setting of
priorities and design of government interventions, which have inevitably political implications. The
degree to which the involvement of politics affects the proper operation of M&E and its evolution
will reflect this process. It has also been noted that innovation policy, in particular, has a weaker
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position in the policy environment, and ambiguous or negative evaluation results consequently
tend to call into question a government’s role. This is not generally the case in other policy areas,
where the role of government is not doubted even when policies are found not to work as intended.

It has been noted that Sweden differs from other countries in how it implements similar principles
related to innovation policy and M&E. Sweden’s own political culture of consensus seeking and
division of labor across sectors results in a decentralized approach to policy evaluation in general
(Nordesjo 2019).

The UK, on the other hand, has a much more centralized approach to evaluation, as reflected in
the detailed guidance from the central government. The policy-making process that is applied
across the UK government makes evaluation a core component that permeates it. The process,
labeled ROAMEF (Rationale, Objectives, Appraisal, Monitoring, Evaluation, Feedback) includes
evaluation dimensions in every stage.

Data and Methods
a. Define the focus of the evaluation

The operations of an M&E system must be congruent with the content of the policies they serve.
Generic definitions of activities, milestones, and goals of many policies do not suffice to guide
the design of a system intended for useful M&E. The M&E system also must include a precise
definition of the focus required by each policy. It is not unusual, at first, for policy makers and staff
to have rather vague notions of what would constitute the success of policies under their purview.
Moreover, in the case of innovation policy, most changes expected of government interventions
occur at the system level (that is, the society and its economy), where goals and measures of
their attainment are very difficult to define. This difficulty is exacerbated by the recent shift in
orientation of innovation policies to missions aimed at broad social development goals, keenly
exemplified in the European context. Taking the path of least resistance may lead to complying
with the requirements of M&E while defining goals much more narrowly than the true purpose
of the policy. As a consequence, much of the benefit of having an M&E system would be lost in
pursuit of a reduced measure of guaranteed success.

International good practices have an explicit focus on the effects of the policies on the system.
In the case of Sweden’s Vinnova, its evaluation approach focuses on the results of innovation
policies, a focus identified in the definition of its mission—setting up the framework for evaluations
by design. The Australian approach also reflects the principle of focusing the M&E system on
determination of system-level results. The goals and measures, as well as the relevant actors and
stakeholders, are clearly established. The Uruguayan case also illustrates the focus on impact, in
the concept of additionality, and an up-to-date assessment method, given the difficulties inherent
in successful innovation policy. The Innovate UK framework specifies the focus through in-depth
understanding of the intervention’s logic model as the first step of the evaluation (Innovate UK
2018, 16).

b. Methods matter but have limitations

M&E has many technical challenges, so it is not surprising that the bulk of the literature is devoted
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to methodological discussion. Policies generate complicated phenomena in the wake of the
interventions to the social systems they affect. Analyzing these phenomena to assign their causes
and determine their effects, both desirable and undesirable, often presents serious difficulties.
In addition, teasing out the effects of the policy from other factors that may have confounding
consequences calls for sophisticated analytic methods. In some countries, experimental
techniques such as randomized controlled trials (RCTs) to prove policy effectiveness are considered
the gold standard of evaluation methods. Nevertheless, they are complicated and challenging to
implement and often inappropriate for policies in which comparative arrangements with random
assignments are not feasible. Experience also suggests that increased sophistication may come
at the price of reducing the chances of implementing results when other conditions are not met.
The need for appropriate methods is generally met by the availability of specialized technical
resources, both internal and external, to implement them. In sum, M&E can be carried out with
benefit, including learning for continuous improvement, with an adequate choice of methods
selected from a relatively large menu of options, given the specific context and means.

International examples mentioned in this chapter use multiple methods for the M&E efforts
depending on the needs of the policy in question. The Magenta Book acknowledges the complexity
of policy interventions that require flexibility in the approach to evaluation projects (UK, HM
Treasury 2020, 74). The manual presents a long list of possible methodological approaches and
under which circumstances they might be useful. The key point it makes is that the concern for
quality and consistency does not lie on a single choice of method., In its evaluation framework
document, Innovate UK raises the issue of the special challenges in evaluating innovation policies.
These include availability of information, heterogeneity of beneficiaries, low observability of
knowledge for innovation, and rapid change in the business environment, among other challenges
(Innovate UK 2018, 10). The report also presents creative approaches to overcoming some of these
challenges.

c. Data are important

When governments are forming innovation policy and procedures, the importance of gathering
the right kind of data at the right time cannot be overemphasized. Technical recommendations
for high-quality M&E systems often begin with observations about data. However, the approach
to data gathering and analysis based on up-to-date data science is dependent on the governance
framework identifying it as a priority and dedicating the proper scope to its execution. The
most recent examples of best practice aim for data systems capable of real-time mapping of
the innovation ecosystem. In this sense, monitoring is not a mere subsidiary task for routine
administration. A significant degree of learning occurs by dynamically observing the system
beyond the indicators of activity of individual policies. The perspective on data that leads to a
well-grounded approach is defined by the goal of evidence-based policy. Therefore, it is not only
the gathering of data alone that is at stake, but also the quality of the processing and analysis
to produce evidence for decision-making. In other words, the credibility of evidence of policy
effectiveness is crucial, both to learning and to evidence-based policy.

In Australia, the model, with its goals and measures, guides systematic data gathering to produce
a scorecard with 250 metrics for relevant performance indicators, including benchmarking against
international peers. In Uruguay, the data system in place is associated with the overall national
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evaluation framework, and the local agency’s responsibility also contributes to a high-quality
evaluation approach.

The importance of data is stressed in the UK evaluation guidelines provided in The Magenta Book.
The evaluation scoping begins with establishing the availability of data about the intervention and
its context (UK, HM Treasury 2020, 21). The guidelines also indicate that planning for data required
in evaluations should be done alongside the design of the policy. Gaining data access and linking
to all necessary and potential sources are unlikely to be successful after the policy has been
implemented and run its course. Aside from types and sources of data, there is strong emphasis
on data quality and handling. Approaches to quality checks and data-handling standards are
described (UK, HM Treasury 2020, 63). Innovate UK has begun real-time data gathering for some
innovation support policies to overcome the relatively small sample size of firms receiving this
support (Innovate UK 2018, 10).

Capacity and Resources
a. Tie evaluation to policy design capabilities

A professional consensus on the introduction of evaluation considerations during the design
stage of any policy does not always translate into actual policy-making practice. For policies
to be effectively formed, policy design capabilities must include evaluation capacity, especially
in the deployment of sufficient human resources and in the identification and development of
appropriate practices at the design stage. As mentioned in relation to the definition of the proper
focus evaluation, the formulation of the policy is key to what follows in M&E. Proper design also
requires evidence that the proposed policy approach to the problem is reasonable. In other words,
the evidence-based policy approach requires M&E capacity from the inception of the policy. In
terms of practice, feasibility studies (often labeled “ex ante evaluations™) are needed at this stage
and demand appropriate human and financial resources. Moreover, experiments that may be
necessary at the design stage have their own requirements for adequate resources. The design
stage outlines the demand for capabilities and also assigns resources to the M&E of the policy.

The Magenta Book, Innovate UK, and many specific guidelines for evaluation stress this principle
abundantly. The need to plan for data requirements during the design stage has been mentioned,
but the plan also must include the development of logic models or theories of change during
design, budgeting, allocation of human resource capabilities, access to beneficiaries, monitoring
processes, and relations with stakeholders, among other considerations, all of which are tied both
to the design of interventions and to their evaluation.

b. Leverage both internal and external resources to develop capacity

Capacity requirements for policy implementation are generally dynamic, and the specificities of
M&E are no exception—they change with the changing policy environment and the learning process
that the M&E system itself enables. Three main sources of continuing support for developing
capacity are found in good-practice examples. First, support from international partnerships
and multilateral organizations has proven key to enabling the design and implementation of M&E
systems in developing nations. This support provides well-established vehicles of knowledge
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transfer and, oftentimes, access to initial funding. Second, communities of practice—both
domestic and international—provide access to up-to-date professional advice and support.
These communities represent and offer reservoirs of knowledge and expertise that cannot be
afforded by agencies themselves. Third, many developed nations install specialized agencies with
a strong professional profile to provide M&E services and quality control to the evaluation offices
in ministries and other agencies.

Vinnova possesses the expert human capital to address the evaluation needs of innovation policy,
and the staff members interact fruitfully with external professionals. The agency draws upon
the expertise of the professional community in the country and international entities, especially
the European Union and its European Network of Innovation Agencies (TAFTIE) organization. In
Australia, all agencies have a mandated evaluation component within their budgets. CSIRO also
draws on external expertise to produce periodic performance evaluations (Industry Innovation
and Science Australia 2016). In recent exercises, the private consulting firm ACIL Allen carried out
its performance review. Uruguay has drawn on the Inter-American Development Bank (IADB) and
the World Bank to increase its evaluation capabilities (World Bank 2015).

The Magenta Book warns against underestimating the resources needed to conduct an evaluation
(UK, HM Treasury 2020, 68). It breaks down the needed resources into several categories—
namely, financial, management, analytical, policy, delivery bodies, wider stakeholders, and post-
delivery resources. This list of categories highlights the complementarity of internal and external
resources, especially in terms of analytical skills, access, and inherent participatory requirements.
Innovate UK also indicates its reliance on external resources, especially about innovative methods
and analytical skills, drawing both on the broader UK government as well as those from the
European Commission (Innovate UK 2018, 4).
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Concluding Remarks

The implementation of the principles for M&E system best practices presents significant
challenges, even to developed countries. Therefore, it should come as no surprise that applying
these principles in the contexts of developing countries will not be direct. Nevertheless,
understanding a few practical considerations can contribute to the success of an M&E system.

First, establishing a culture of transparency and accountability may take many years and often
requires a broad national initiative. The inculcation of this beneficial culture is unlikely to result
from the initiative or effort of a single agency and its team.

Second, even within a mature culture of transparency and evaluation, establishing explicit
rules and authority with proper incentives set by statute may go through several iterations and
institutional changes. This is true in most developed countries, and therefore, should be expected
in developing countries as well.

Third, evaluation requires specialized capabilities that are not inherent in all public organizations.
These critical capabilities must be acquired or provided for, and building them and their capacity
requires both time and significant resources. A sustained commitment to and development of
supportive domestic and international collaboration may be necessary. However, it is possible,
and even smaller developing countries, as in the case of Uruguay, have made significant progress
in this direction by including highly sophisticated and regular evaluations of their innovation policy
portfolio.

Fourth, rendering the entire policy formulation process harmonious with the evaluation
requirements can place great demands on a country’s policy system. Part of the observed
evolution of evaluation policy in developed nations has been concerned with adjusting their policy
formulation to the use of evidence and providing for it. This evolution has also been observed
to involve the political process and the well-known competition for scarce resources across
government organizations.

Fifth, credible and flexible data systems are not easily implemented even when national level
M&E systems are in place. These data systems are often designed for very specific budget-related
processes that often do not fit the needs of evaluation policy. Making room for innovation-related
M&E needs within established systems may be unavoidable but, nevertheless, often remains a
politically fraught process.

Finally, M&E must ultimately aim at a systemic approach to incorporating the effects of
complementarities among programs, the indirect effects due to the complexity of the innovation
system, and the aim of impacts at the system level. These are not easily addressed and require
significant expertise. These capabilities must also be built progressively over time.

Specific recommendations stemming from these principles and challenges, along with the
presentation of the experience of Korea, are presented in the next chapter.
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This chapter introduces Korea’s approach to the M&E of innovation policy. "The country's
M&E framework is centered on performance, aiming to enhance the efficiency of public resource
allocation. For the most part, the Korean system aligns with the recommended practices
introduced in chapter 2. Korea’s M&E system for innovation policy has two parts: (1) M&E of
budgetary R&D policies and (2) M&E of budgetary non-R&D policies (figure 3.1). This separation
follows the distinctive management structures, independent M&E framework on a separate
legal basis of R&D policies owing to its national importance and large budgets (Yoon 2014).
The first two sections of this chapter correspond to the two M&E budgetary frameworks
(R&D and non-R&D). Note that the M&E of tax incentive plans for R&D—which make up a
large portion of the country’s innovation policy in terms of magnitude of public spending—is
separately managed. Because the framework for M&E of R&D tax incentives largely resembles
those introduced in this chapter, it is discussed as an illustration of Korea’s innovation policy
M&E system. This will provide more operational details, particularly in the category of
data and methods, to "policy makers in other countries" who are considering learning from the
Korean system by showing how the M&E framework is implemented.

FIGURE 3.1. Structure of Innovation Policy M&E in the Republic of Korea

M&E of Innovation
Policy

M&E of non-R&D

AR D (R Innovation Programs

Ministry of Science and Ministry of Economy and
ICT (MSIT) Finance (MOEF)

Korea Institute of
S&T Evauation
and Planning
(KISTEP)

Korea Institute of
Public Finance
(KIPF)

Line Ministries Line Ministries

Source: Original figure for this publication.
Note: ICT = information and communication technology; M&E = monitoring and evaluation; R&D = research and development;
S&T = science and technology.
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M&E of Budgetary R&D Policies

In Korea, the Act on the Performance Evaluation and Management of National Research and
Development Projects (hereafter referred to as the 'Performance Evaluation Act') provides
the basis of M&E of R&D programs and projects. The Performance Evaluation Act defines the
goal of M&E as the evaluation and management of national R&D programs and projects based
on performance, thereby increasing the effectiveness and accountability of investments in R&D.
The act and its enforcement decree specify M&E measures and the R&D programs and projects
subject to them.

Some of the principles that guide the M&E process, which are detailed in the act, include the
following (Korean Law Information Center 2020):

- Respect the creativity of researchers and consider the characteristics of the R&D programs,
projects, and research institutes.

- Enhance the credibility of evaluation results by ensuring professionalism and fairness.

- Avoid repetitive evaluations by sharing the results of R&D program assessments.

- Reflect the results of the performance evaluation in establishing related policies, carrying
out programs, and adjusting budgets.

More specifically, the performance evaluation act requires M&E measures to be structured in
three layers, as shown in figure 3.2, and clarifies the governance structure. The 5-Year Master
Plan sets directions and plans for the mid to long term. Based on this master plan, the Ministry
of Science and ICT (MSIT) develops detailed M&E plans for line ministries’ R&D programs and
projects. One of the key measures discussed in this chapter is self-evaluation. In accordance
with the MSIT’s M&E plans, line ministries monitor and evaluate their R&D programs and projects.
The outcomes of these self-evaluations are then subject to a high-level evaluation by the MSIT. A
key rationale behind this multilayered evaluation structure is that line ministries, which develop
and implement R&D programs and projects, are in the best position to evaluate them with their
knowledge and expertise, thereby promoting autonomy. This structure also enables the MSIT,
as mandated by law, to oversee M&E of R&D policies, as it requires a deep understanding of the
R&D activities’ unique characteristics and technical expertise. The next sections will examine
each of these M&E mechanisms in turn.
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FIGURE 2.2. Hierarchical Structure of M&E Mechanisms for National R&D Policies

5-Year Master Plan
for Performance
Evaluation of R&D Programs

High-Level Evaluation by
the Ministry of Science and ICT

Self-Evaluation by Line Ministry

Source: Original figure for this publication.
Note: ICT = information and communication technology; M&E = monitoring and evaluation; R&D = research and development.

5-year Master Plan for Performance Evaluation of R&D Programs

The 5-Year Master Plan for Performance Evaluation of R&D Programs is developed every five years
in accordance with the Performance Evaluation Act, with the goal of establishing an effective
evaluation system that continually improves the performance of national R&D programs and
projects.” Begun in 2006 and now in its fourth iteration, the 5-Year Master Plan has gradually
increased the sophistication of the M&E system for R&D policies, as shown in table 3.1. Notably,
the adjustments made over time have amplified the core values of responsiveness, simplicity,
comprehensiveness, coherence, autonomy, and accountability in the M&E system (table 3.1).

10 Beginning in 1999, before the first 5-Year Master Plan was implemented in 2006 by the Ministry of Science and Technology,
the National Science and Technology Commission, a pan-governmental organization chaired by the president, was in charge
of M&E of R&D programs (Bae, Chung, and Seong 2014). During this time, there were several limitations. First, the selection of e
valuators did not sufficiently account for the specific attributes of the R&D program in question, leading to concerns regarding
their expertise and impartiality. Second, evaluators were given only two months per year for the evaluations and had to use
the same evaluation criteria and method for various R&D programs, which led to low levels of reliability and utilization. Third,
there were no institutional mechanisms to enforce M&E and the use of results to improve the performance of R&D programs.
The limitation was primarily due to the National Science and Technology Commission's insufficient authority to design and
implement Monitoring and Evaluation (M&E) processes, attributable to its status as a non-permanent governmental body.
These limitations forced a reform of the M&E system for R&D programs. With the increasing budget size of R&D programs and the
need to manage their performance more effectively, the Korean government established the Science, Technology and Innovation
Office within the Ministry of Science and Technology in 2004. Subsequently, the office was empowered by law tooversee M&E of
R&D programs, which led to the launch of the 5-Year Master Plan for Performance Evaluation of R&D Programs.
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TABLE 3.1. Key Priorities and Achievements of 5-Year Master Plan for Performance Evaluation of
R&D Programs

5-Year Master Plan for

Performance Evaluation of R&D Key priorities and achievements
Programs

2006-10: first 5-Year Master Plan - Made performance the foundation of Korea’s M&E
system for R&D programs, motivated by the need to
assess performance of the National R&D Program

- Introduced a dual M&E system composed of high-level
evaluation conducted by MSIT and self-evaluation done by
line ministries

- Extended the evaluation cycle (from annual to three-
year) and evaluation period (from three months to
eight months) for in-depth evaluation

- Allowed a higher degree of freedom in evaluation
by expanding the number of evaluating indicators
from 15 to 162 that line ministries can choose from

2011-15: second 5-Year Master Plan | - Initiated transition to quality-focused evaluation and
expanded qualitative project evaluations by experts
that aimed for a deeper assessment of achievement
(for example, significance of a scientific discovery)
beyond quantitative measurements (for example,
number of patents generated)

- Expanded tailored evaluations that consider distinct
characteristics of programs, such as their mission,
size, and type

- Alleviated M&E burden imposed on researchers (for
example, requirements on frequent reporting) and
strengthened their autonomy in project evaluations

2016-20: third 5-Year Master Plan - Expanded efforts to establish a researcher-centric
evaluation system and moved away from a managerial
efficiency-focused system

- Continued to alleviate the M&E burden imposed on
researchers in performing project evaluations

- Focused on the overall quality of project evaluations

- Separated the R&D program evaluation from the
evaluation of institutional operation to promote stable
research environments
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2021-25: fourth 5-Year Master Plan | -+ Promoted autonomy and responsibility of primary
agents of R&D activities based on transparency

- Establish a nationwide strategic evaluation system

- Respect the diversity of R&D activities

- Strengthen links between policy, investment, and
performance

Source: Original figure for this publication, based on Bae, Chung, and Seong 2014; MSIP 2015; MSIT 2020; and STEPI 2015.
Note: M&E = monitoring and evaluation; MSIT = Ministry of Science and ICT of the Republic of Korea; R&D = research and
development.

Through the 5-Year Master Plan, the Korean government sets directions and plans for mid- and
long-term evaluations. The MSIT leads the process of drafting the plan. To review the existing
system and systematically identify areas for improvement, the MSIT forms a task force composed
of policy makers with experience in evaluating programs, projects, and institutions, as well as
external experts specialized in M&E. In addition, committees and conferences are organized to
seek inputs from stakeholders, including research institutes subject to the evaluations. Once
a draft becomes available, the MSIT seeks additional input and feedback through surveys,
conferences, and public hearings with line ministries, industry stakeholders, and academic
scholars, among others. Since 2017, a final draft is subject to deliberation by the Presidential
Advisory Council on Science and Technology (PACST), which is the highest-level advisory and
deliberative council in the field of science and technology, to ensure that it is coherent and
consistent with all areas of national priority.

As described, the 5-Year Master Plan, along with the performance evaluation act, serves as the
foundation of more specific M&E measures put in place. There are three types of evaluation
to which the 5-Year Master Plan’s M&E framework applies. First, program evaluations are
conducted for national R&D programs that are designed and implemented by line ministries.
Second, project evaluations are performed for R&D projects executed by individual researchers
or research institutes and funded by line ministries. Third, institutional evaluations are run
on R&D programs of government-funded research institutes, as well as on the operation of
such institutions. Figure 3.3 provides an overview of the M&E system and the three types of
evaluation. These evaluations are required by the act, and evaluation results must be reported
to the National Assembly. Of the three types of evaluation, the remainder of this section focuses
on program evaluations given that they are of the greatest relevance to developing countries.

Employing the framework in the 5-Year Master Plan, the MSIT supervises the overall M&E of
national R &D policies, not only for its own programs but also for programs of other ministries. As
the government entity with primary responsibility for the M&E of national R&D policies, the MSIT
provides detailed guidelines to line ministries so that those pursuing their own R&D programs
and projects can properly plan and implement M&E. In addition to requiring the evaluations,
the act also requires the MSIT to publish detailed guidelines and properly communicate the
evaluation results with other relevant ministries and agencies. Section 3.1.2 elaborates on this
structure.
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FIGURE 3.3. M&E Framework for National Budgetary R&D Policies
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Source: Original figure for this publication, based on MSIT 2020.
Note: M&E = monitoring and evaluation; ICT = information and communication technology; R&D = research and development; STI = science, technology, and

innovation.
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Line Ministries’ Self-Evaluations and the
MSIT’s High-Level Evaluations

Within the MSIT, the Science, Technology, and Innovation (STI) Office is responsible for the
supervision of M&E of R&D policies. Guided by the 5-Year Master Plan, the STI Office drafts
and shares detailed guidelines on how ministries with R&D programs should plan and perform
self-evaluations of their own R&D programs, as required by law." The fact that the Performance
Evaluation Act and Management of National R&D Projects, Etc. provides the legal basis for the
STI Office to supervise the M&E process makes it easier to coordinate with line ministries.

In developing detailed guidelines, the STI Office receives the support of the Korea Institute
of Science and Technology Evaluation and Planning (KISTEP). KISTEP is an MSIT-affiliated
research institute established by law,” with its key responsibilities to support the MSIT in
planning, evaluating, and managing national R&D programs. KISTEP's expertise in science and
technology permits it to play a crucial role in developing standardized performance indicators
and performance targets, among other functions. The STI Office then communicates these
M&E guidelines to line ministries for their R&D programs. The Framework Act on Science and
Technology™ also mandates that the MSIT organize education and training sessions for policy
makers in charge of performance evaluations and managers of research outcomes to improve
their capabilities. This activity is also supported by KISTEP.

Ministries plan for and implement M&E of their R&D programs based on the guidelines provided
by the STI Office (figure 3.4). In addition to standardized performance indicators and targets, line
ministries can also propose their own performance indicators and targets, which, by law, must
be reviewed and approved by the STI Office before their implementation.” To help line ministries
set them properly, the STI Office organizes information sessions. These indicators and targets
are later used to evaluate performance in the middle or at the end of the implementation cycle
(figure 3.5). In principle, R&D programs are evaluated every three years, with certain exceptions
detailed in the guidelines from the STI Office. For example, new programs are not subject to an-
nual self-evaluations until their third year of implementation considering it takes time for R&D
activities to generate meaningful outputs.

11 Articles 7 and 8 of the Act on the Performance Evaluation and Management of National Research and Development
Projects, Etc.

12 Article 20 of the Framework Act on Science and Technology (hereafter, ST Act).

13 Article 17 of the ST act; art. 14 of the Enforcement Decree.

14 If a line ministry’s own performance indicators or targets are deemed inappropriate by the STI Office, the ministry is given
an opportunity to provide explanations (MSIT 2019).
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FIGURE 3.4. Annual Process of Setting Line Ministries’ Performance Indicators and Targets

Ministry of Sciences and ICT

Selection of eligible programs —»
and distributuon of guidelines
April-May

Line ministries

Establishment of
performance
targets and indicator

May-June

Source: Original figure for this publication, based on MSIT 2019.
Note: ICT = information and communication technology.

FIGURE 3.5. Process of Midterm and Ex Post Self-Evaluation
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Source: Original figure for this publication, based on MSIT 2019.
Note: ICT = information and communication technology.
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Box 3.1. R&D Program Self-Evaluation
Commiittee

Composition
- A committee must have five or more members, including one chairperson.
- Membership should be distributed properly to include women and experts from academia,
receives
- In forming subdivisions, the number and characteristics of the R&D programs subject to
evaluation should be considered.
- In forming a committee and its subdivisions, the following selection criteria are applied.

Criteria
To be selected to be a committee member, the person must be an
- Expert who has 10 or more years of professional experience in the field
- Expert who has 5 or more years of R&D experience in the field
- Expert who is an assistant professor or higher at a university
- Expert who is a manager or higher at a firm in the field

Who cannot be an evaluator

- Government official in the central administrative agency managing the R&D program being

evaluated or employee of a special institution related to the R&D program

- Person in charge of a project pursued as part of the R&D program being evaluated

- Sanctioned expert who currently cannot participate in national R&D programs

- Expert who has a history of unfair or insincere evaluation

- Employee of an organization supporting high-level evaluation

- Other experts who could harm the principle of fairness of evaluation

Although self-evaluations are managed by line ministries, the evaluation itself is conducted
by committees for self-evaluation, which are composed of external experts from industry,
academia, and research institutes. the guidelines from the MSIT lay out detailed and stringent
criteria for selecting evaluation committee members (MSIT 2018) (see box 3.1) For instance,
government officials and researchers from research institutes who were directly involved in an
R&D program cannot be selected to be evaluation committee members for that program. In this
way, the Korean government prioritizes objectivity and independence of self-evaluations.

Once line ministries submit their self-evaluations, the STI Office conducts high-level evaluations
to ensure that the submitted self-evaluations were properly completed. The high-level evaluation
has two stages. First, R&D programs’ evaluation procedures, evidence, and results are examined
to determine whether the evaluation was appropriately conducted. Second, should an R&D
program pass this test, it will not be subjected to further inspections. However, failure to meet
the test criteria subjects the program to a subsequent, stricter inspection. This could result
|
15 This performance-based budget allocation is stipulated in article 10 in the Law on National Research & Development

Monitoring and Evaluation. According to the midterm report of KISTEP’s high-level evaluation results, between 2015 and
2019
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in a lowered performance evaluation and, ultimately, a reduction in the program's budget’
Itisimportant to note that the STI Office acknowledges only the achievements specifically listed in
the self-evaluation reports. Furthermore, in the case of the nine major achievement categories,
only those achievements registered with the National Science and Technology Information Service
(NTIS)—a digital knowledge management platform for science and technology—and specialized
research management institutes are recognized. Evaluation results inform the following year’s
budget allocation and adjustment. In principle, programs that receive a grade of excellent or
above during midterm evaluations may expect an increased budget for the following year. On
the other hand, the budgets of programs that receive an unsatisfactory or below are generally
reduced. The results of ex post evaluations are used for follow-up impact evaluations and for
allocating or adjusting budgets for research institutes. Also, they provide valuable insights for
future R&D programs or programs with similar elements. Most performance evaluation results
are made public via the NTIS portal, aligning with the principle of transparency and openness.
Because of the high level of scrutiny and performance management practices of the STI Office,
line ministries have a strong incentive to pay attention to the quality of their self-evaluations and
actively share information related to the performance of their R&D programs.

After the termination of an R&D program, a follow-up evaluation may be conducted to understand
the long-term impact of the program" The follow-up evaluation aims to capture the program’s
effect comprehensively by measuring not only the impactinthe field of science and technology but
also its social and economic impact (MSIT and KISTEP 2019; MSIT and KISTEP 2021). For instance,
a major focus of the evaluation is to measure the impact an R&D program generated through
technology transfer and commercialization in the past five years since the termination of the
program. Programs subject to such follow-up evaluations are determined through deliberation
by relevant evaluation committees. Programs with large budgets and follow-up programs are the
main targets. The evaluation structure is similar to that of evaluations in previous stages. That
is, line ministries conduct self-evaluations to measure impact, and the MSIT performs high-level
evaluations to ensure accountability. Evaluation results are used for several purposes. First, if
the final grade is “satisfactory” or above,”® existing R&D programs of similar nature could receive
additional funding. Second, evaluation results serve as a reference point when policy makers
design and implement similar R&D programs. Third, positive evaluation results could lead to
rewards for the researchers, agencies, and ministries involved in such successful programs.
Findings from follow-up evaluations are made public on the NTIS platform to inform future policy
making and enhance accountability.

Although there have been frequent changes to the mandates of the STI Off ice over the past few
decades, the legal framework has not changed significantly. The expectation that line-ministries
perform self-evaluations of their R&D policies and that the STI Office ensures such evaluations
are conducted properly has been in place since 2005. Over the past 15 years, this M&E system
has become increasingly sophisticated through its quest to render the evaluation plan ever more
transparent and objective, a process that will be discussed as a lesson later in chapter four.

16 Academic papers, patents, original copies of reports, technological summaries, software (copyright and technology
details), research facilities and equipment, chemical compounds, biological resources (biological information and life
resources), and new varieties.

17 The follow-up evaluation is based on articles 7 and 8 of the Act on the Performance Evaluation and Management of National
Research and Development Projects, Etc.

18 There are five grades: (1) very satisfactory, (2) satisfactory, (3) moderate, (4) unsatisfactory, and (5) very unsatisfactory.
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M&E of non-R&D policies

As mentioned above, M&E of budgetary R&D policies and budgetary non-R&D policies are managed
separately owing to the unique characteristics of R&D versus non-R&D policies and activities. The
former is managed by the MSIT, while the latter is managed by the Ministry of Economy and
Finance of the (MOEF). For the case of budgetary R&D policies, M&E policies has a firm legal
basis: The National Finance Act™ and its enforcement decree. Additionally, detailed guidelines
are provided by the MOEF with support from the Korea Institute of Public Finance (KIPF), a
government-funded research institute s pecializing in financial policy. The finance act clearly
states that the operation of public resources should be linked to performance and furnishes the
MOEF with the necessary authority to plan and enforce M&E of policies, including innovation
support programs and projects. More specifically, the M&E system for budgetary non-R&D policies
aims to increase accountability and transparency of the government’s financial operation
by making key information publicly available,” improving technical efficiency of budgetary
programs,?® and enhancing allocative efficiency by realigning budgets around policy priorities
and ultimate effectiveness (KIPF 2020a).

The National Finance Act mandates an M&E system for budgetary non-R&D policies that covers
the policy life cycle, as shown in figure 3.6. Of the specific M&E measures in figure 3.6, this case
study delves into three of the most fundamental measures particularly relevant for innovation
policy in the developing country context (Park 2007):* (1) performance goal management sys-
tem, (2) self-evaluation by line ministry, and (3) ex post in-depth evaluation. Table 3.2 summa-
rizes key information about these three measures. Just as in the case of budgetary R&D policies,
evaluation results are used to make adjustments to program budgets (Kang et al. 2018).

19 =/HEY.

20 Key information includes a budgetary program’s (1) composition and spending per objective, (2) goals and level of
achievement, and (3) beneficiaries and responsible entities.

20 Key mechanisms for improving technical efficiency are identifying problems, allowing feedback, and adjusting how
programs are implemented.

21 Confirmed in interview with KIPF, November 18, 2020.
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FIGURE 3.6. Framework for M&E of Budgetary Non-R&D Policies

Responsible government . . A
body Formulation Implementation Termination

Ministry of Economy and
Finance (Fiscal Management
Bureau)

v

Ministry of Economy and
Finance (Fiscal Management
Bureau)

Ministry of Economy and
Finance (Financial Innovation
Bureau)

Line ministries

Source: Original figure for this publication, based on Chang 2020.
Note: M&E = monitoring and evaluation; R&D = research and development.

TABLE 3.2. Three Major M&E Mechanisms for Budgetary Non-R&D Policies

M&E mechanism Key facts

Performance goal management - System was adopted in 2003.

system - M&E of ministries’ budgetary programs are based on
their annual performance plans and performance
reports.

Self-evaluation of budgetary - Checklist-based self-evaluation was adopted in 2005.

programs - In principle, every budgetary program is subject to the

line ministry’s self-evaluation every three years.
- Evaluations are based on checklists.

In-depth program evaluation - In-depth program evaluation was adopted in 2006.
- Programs that need improvement based on self-
evaluations are subject to in-depth evaluations.

Source: Original figure for this publication, based on NABO 2014, 96.
Note: M&E = monitoring and evaluation; R&D = research and development.
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Performance Goal Management System

The purpose of the performance goal management system is to ensure the accountability
of programs in the government’s budgetary process. The system was adopted in 2003 to
increase efficiency in public expenditures and promote transparency and accountability it
requires ministries to produce annual performance plans and performance reports for their
own programs. The idea of linking budget allocation and management with performance-
based budgeting was a worldwide trend at that time (Moynihan and Beazley 2016; Robinson
and Brumby 2005). Starting with early efforts in the United States in the 1960s, performance-
oriented budget reforms were introduced in Australia, New Zealand, the United Kingdom, and
the Netherlands in the 1990s. The adoption of the performance goal management system in
Korea represents the government’s transition from an input-focused public management system
to a performance-based one which aligned to the global trend.

In principle, all budgetary programs are subject to this performance goal management system.
Prior to the fiscal year the line ministry responsible for the program submits an annual
performance plan, which should include the program’s strategic goals, performance indicators,
as well as targets for each performance indicator. After evaluation, the ministry produces an
annual performance report, which should include performance results, processes of achieving
performance goals, and plans for future implementation. Later, when the program reaches its
termination stage, these goals, indicators, and targets are used to evaluate the performance
of the program. The MOEF supervises the entire process and provides detailed guidelines that
ministries should follow. The detail procedure is explained further in appendix A.

Annual performance plans and reports are reviewed not only by the MOEF but also by the legis-
lative body, mainly for the monitoring purposes. The law requires the submission of annual per-
formance plans as attachments to the national budget bill to the National Assembly.?* Annual
performance reports are required to be submitted to the National Assembly as part of the report
of settlement of accounts.? Performance information is used by the MOEF and individual minis-
tries to inform their budget allocation and program improvements, under the overall supervision
and guidance of the MOEF.

Self-Evaluation of Budgetary Programs

The self-evaluation of budgetary programs was first introduced in 2005 by adapting the American
Program Assessment Rating Tool (Kang et al. 2018; NABO 2020). In principle, by law, every
budgetary program is subject to this evaluation every three years.>* The approach closely mirrors

22 National Finance Act, art. 34, para. 8
23 National Accounting Act, art. 14, para. 4
24 National Finance Act, art. 8, para. 6; Enforcement Decree of the National Finance Act, art.
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the self-evaluation framework for national R&D programs, given that line ministries oversee the
evaluations of their respective programs and are responsible for proposing performance indicators
and targets. In addition, evaluation committees are formed using prescribed guidelines—from
the MOEF, in the case of budgetary non-R&D programs—to ensure independent and objective
assessment. When a program turns out to need improvements based on self-evaluation results,
the line ministry can introduce adjustments to the program’s budget, such as budget cuts, or
to its program structure, such as a consolidation with another program. As with other M&E
measures in place, evaluation results are made publicly available for the transparency of financial
operations and the effectiveness of self-evaluations. Appendix B shows a detailed timeline of
the self-evaluation of budgetary programs. with other M&E measures of Korea, the primary goal
was to increase efficiency in operating public resources by closely monitoring and evaluating the
performance of budgetary programs, supported by a legal foundation.*

Line ministries’ self-evaluations were the major M&E tool until the mid-2000s, and limitations
existed on deriving in-depth insights regarding the performance of individual programs. These
limitations led to the introduction of the in-depth program evaluation, which subjects certain
budgetary non-R&D programs to more stringent assessments. From 2006 to 2009, individual
programs were evaluated. In 2010, a major change was made to the evaluation plan, which changed
the unit of analysis to program portfolios; several programs with similar policy objectives or target
beneficiaries began to be grouped together into program portfolios, whose performance is
evaluated to produce comprehensive improvement strategies. From 2005 to 2018, 112 in-depth
program evaluations were conducted (Kang et al. 2018). Annually, about 10 in-depth evaluations
are performed.*

Evaluations are conducted by KIPF under the overall supervision of the MOEF. Programs subject
to this evaluation include the following, as prescribed in the law:*’
- Programs that require additional evaluation based on the results of the self-evaluation of
the budgetary program
- Programs with the possibility of misspending public resources due to either redundancy
or inefficiency
- Programs whose budgetary expenditure is expected to increase significantly
- Other programs that require in-depth analyses of performance

As shown, the law is limited to providing criteria for selecting programs to be evaluated in-depth.
The Ministry of Economy and Finance (MOEF) possesses the authority to select specific program
portfolios for in-depth evaluation, guided by established guidelines that direct the selection
process. The MOEF’s selection also requires deliberation by the Public Finance Program Evaluation
Advisory Council, composed of government officials from various ministries, and external experts.

25 National Finance Act, art. 8, paras. 6 and 8; Enforcement Decree of the National Finance Act, art. 3.

26 To put it into perspective, annual performance reports are written on 1,800 programs every year (Chang 2020). However,
in-depth program evaluations are conducted not only on individual programs but also on groups of programs.

27 Enforcement Decree of the National Finance Act, art. 3.
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Once the selection is completed, KIPF conducts evaluations with support from academics scholars
and experts from research institutes. Both quantitative and qualitative methods are used to analyze
the effectiveness of programs.

Evaluation results are used to adjust program budgets and improve relevant budget operation
systems. Program portfolios are evaluated based on the following five criteria:
«+ Relevance: Is it appropriate for the government to pursue this program?
« Effectiveness: Has the program achieved the program-specific goals and strategic sectoral
goals?
- Efficiency: Were the inputs efficiently utilized to produce the outputs and intermediate
results?
« Utility: Has the demand of the program been satisfied? If so, to what extent?
Sustainability: If the program is terminated, how long will its positive effects endure?

Use Case: M&E of R&D Tax Incentive Plans in
Korea

This section illustrates how innovation policy is monitored and evaluated in practice in Korea,
featuring the R&D tax incentives (RDTIs) as an example. technical and descriptive details will be
presented where necessary. Although this chapter discusses the specific M&E mechanisms for
RDTI plans, such arrangements are representative of the general structure and level of rigor of
the M&E frameworks for other areas of innovation policy in Korea. The goal of this section is to
share operational knowledge with practitioners of innovation policy in developing countries as-
piring to reform their own M&E system.

The long history of RDTIs make them a good example to show how the country’s M&E system is
deployed in practice (box 3.2). The Korean government has actively used tax incentives to promote
firms’ R&D activities. The history of the incentives goes back to the early 1960s (Noh and Lee
2014), and constant adjustments have been made to improve their performance. Furthermore,
RDTIs take up a large portion of the Korean government’s total tax expenditures, with the largest
RDTI plan being one of the top five tax incentive plans by the amount of expenditure consistently
in recent years (MOEF 2020). It is worth noting that there is a separate M&E system for RDTIs
because of the large size of their budget. Although this system differs slightly from the M&E
systems introduced earlier in this chapter, the overall structure and mechanisms remain largely
the same.
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Advancement of Korea's M&E Mechanisms for
RDTlIs

Until 2012, self-evaluations by line ministries were widely used for monitoring RDTI programs
in Korea. These self-evaluations, were complemented by specialized evaluation reports of tax
expenditure for RDTIs done by financial authorities and scholars, especially for programs with
substantial resource allocation. First adopted in January 1999, the self-evaluations were
a prominent M&E mechanism required by law. In-depth evaluations were introduced by law
in 2013, when they were gradually put into effect. However, their full implementation did not
occur until 2015. Since self-evaluations were not carried out by a specialized and accredited
institution, they were largely a self-regulating, less-stringent mechanism for implementing the M&E
of line ministries. This remains true to a large extent when compared to other M&E mechanisms
subsequently adopted. Scholars and researchers at think tanks complemented the self-
evaluations since their adoption and continue to do so.

Starting with full implementation in 2015 (but introduced by law in 2013), Korea’s M&E measures
for RDTI programs evolved to become more thorough in their scope and depth (NABO 2017).
To enable informed decision making in adopting new large-scale RDTIs, ex ante feasibility
studies were introduced by MOEF. Any newly proposed RDTI plans with an expected annual
tax expenditure of w30 billion (US$22 million) need to justify why and how the proposal would
lead to net benefits to society. To tighten M&E of certain RDTI programs that require more
stringent evaluations of their impact on the economy and society in general, mandatory in-
depth evaluations began to be required based on the Restriction of Special Taxation Act in 2013.
Additionally, the act provided a legal basis for the optional in-depth evaluations of certain RDTI
programs not covered by the mandatory in-depth evaluations. Such plans include those that cannot
be monitored and evaluated through individual ministries’ self-evaluations either because of
the high level of complexity of the programs or the close interrelatedness of RDTIs that involve
multiple government bodies.

The self-evaluations were also strengthened in the law of 2013 but not fully implemented until
2015. More detailed guidelines were introduced to improve the completeness and consistency
of the individual ministerial self-assessments. More specifically, performance indicators were
standardized to determine with greater "objectivity whether an RDTI plan has achieved its
policy goal and to allow comparisons. Furthermore, data regarding policy beneficiaries had to
be reviewed more thoroughly to ensure that target beneficiaries were appropriately selected
and that they clearly benefited from the program. Complementary relations with other tax
expenditure programs and fiscal policies were also reviewed. As a result of these changes, the
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performance and validity of RDTI programs were reviewed more comprehensively. In turn, the
MOEF could secure more and better-quality data for policy making than before.

Enhanced by these improvements, the self-evaluations now serve as a mechanism for
responsible management of RDTIs on the front line of evaluation and provide a basis for the
in-depth evaluations. Despite limitations (Kim 2017; Kim 2019), the self-evaluations represent
a flexible and cost-effective means of accumulating the high-quality information that informs
effective operational decisions. Although not as sophisticated or involved as the more stringent
M&E mechanisms, the law details the dimensions of evaluation and other information required
of the line ministries’ self-evaluations. The MOEF uses these data collected from line ministries
for its high-level evaluations, through which it decides whether to support or drop an RDTI plan
and develops strategies to make improvements in the design of such plans as they choose to
retain.

Ex ante feasibility studies and ex post in-depth evaluations are conducted only when large-scale
plans are involved, as explained previously. In the case of the feasibility studies, typically fewer
than five are conducted per year for new special taxation proposals that cover a wide range of
subjects, one of which is R&D. As of July 2021, the most recent ex ante feasibility study conducted
on R&D activities was the 2017 study on a program that aimed to introduce tax credits for small and
medium enterprises’ expenses incurred when applying for or registering patents. The program was
proposed by the Korean Intellectual Property Office. The feasibility study conducted by KIPF (2017)
found that although the program would be justified in the three pillars of evaluation—conformity
with public interest, economic feasibility, and fairness—to a certain degree with its positive effects
expected, it was clear that it would not achieve its intended policy goals. Based on this analysis,
the study recommended not adopting the program, which ultimately led to the rejection of
the proposal. Overall, the improvements made to Korea’s M&E system for RDTIs have advanced the
institutional foundation for effective M&E (Kim 2019) and enhanced government capabilities and
evidence-based policy making (NARS 2018).

In Korea, key M&E mechanisms for RDTIs are legally required by the Special Taxation Act,
which mandates line ministries and qualified research institutions to conduct M&E and report
to the MOEF. The self-evaluations that are carried out by line ministries responsible for
the implementation of RDTIs have long been used as a key M&E mechanism. Since 2015,
ex ante feasibility studies and ex post in-depth evaluations have been used for more thorough
and systematic management of RDTI plans. These studies have been mainly led by the KIPF and
Korea Development Institute (KDI), as articulated by the Enforcement Decree of the Special
Taxation Act® (the enforcement decree, hereafter).*

28 Article 135-2 of the Enforcement Decree of the Restriction of Special Taxation Act.
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The overarching goal of Korea’s M&E mechanisms for RDTIs is to enhance their effectiveness and
efficiency, as well as the overall performance of the taxation system (MOEF 2020). Managing
RDTIs is particularly important in Korea given the sheer magnitude and increasing trend of tax
expenditures for R&D activities. The amount of tax expenditures for R&D increased from 2.6
trillion (US$1.9 billion) in 2019 to an estimated w3.0 trillion (US$2.2 billion) in 2020 (MOEF
2021). In 2019, tax expenditures for R&D were equivalent to 5.3 percent of the country’s total tax
expenditures in that year, which was #49.6 trillion (equivalent to USD 37 billion). To manage
RDTIs, the three mechanisms of Korea’s RDTI M&E system are designed to cover the entire life

cycle of RDTI plans, as shown in figure 3.7. Each of these are discussed in more detail in the
following sections.

29 Both KIPF and the KDI are part of the National Research Council for Economics, Humanities, and Social Sciences, a public
entity under the prime minister. Established by the Act on Establishing, Operating, and Fostering of Government-Funded
Research Institutes, the National Research Council for Economics, Humanities, and Social Sciences is tasked with supporting
government-funded research institutes in the areas of economics, humanities, and social sciences so that such institutes
can better contribute to Korea’s research community and knowledge industry.
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FIGURE 3.7. Overview of the Monitoring and Evaluation System for R&D Tax Incentives
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Ex Ante Feasibility Study

Ex ante feasibility studies are required for new RDTI programs that are expected to incur a
tax expenditure of 30 billion (approximately US$ 25 million) or more.3° The act articulates
the requirements of the feasibility study in detail, including the dimensions of evaluation and
submission deadlines. The study covers the validity, appropriateness, expected effects, and
potential challenges of the proposed new RDTI program to objectively decide whether it should
be introduced.?’ Research institutes specializing in policy evaluation carry out these studies.
KDI and KIPF were officially designated as qualified research institutions to conduct ex ante
feasibility studies.?* Appendix C provides a detailed timeline of the ex ante feasibility studies.

In terms of methodology, the operational guidelines for ex ante feasibility studies of special
taxation provide details.3®* The three pillars of analysis are (1) conformity with public interest,
(2) economic feasibility, and (3) fairness, and both quantitative and qualitative research can
be are conducted. To analyze a special taxation plan in the three dimensions, but In addition,
a cost-benefit analysis must be performed when assessing economic feasibility. After the
analysis in each pillar is complete, the guidelines also require a comprehensive evaluation to
be conducted Analytic Hierarchy Process (AHP)3* The research institute conducting the study
makes suggestions based on evaluation results, including on whether the program should be
adopted and how its design can be improved. While the government is not obligated to base
its decisions on the evaluation results, the ex ante feasibility study acts as a critical checkpoint
that any large-scale special taxation program must pass before it can be implemented.

30 Based on the Restriction of Special Taxation Act, art. 142, para. 5, and the Enforcement Decree of the act, art. 135.

31 The Enforcement Decree of the Restriction of Special Taxation Act (art. 135) provides more details about the
required dimensions of evaluation, which include (1) the validity of policies, including the necessity and
timeliness of the special taxation, expected effects, potential problems, and methods for support; (2) the impact
on various areas of the economy, including employment and investment; and (3) the impact on the redistribution
of income in various areas of society, such as families, enterprises, and local communities.

32 The Enforcement Decree of the Restriction of Special Taxation Act (art. 135, para. 2) states that the Minister of Economy and
Finance may designate any of the following institutions as an institution to conduct specialized surveys and research: (1) The
Korea Institute of Public Finance, (2) the Korea Development Institute, and (3) other institutions that the Minister of Economy
and Finance recognizes as having specialized human resources, capacity to conduct surveys and research, and so forth,
regarding the assessment of special taxation programs. Through an interview with KIPF conducted on November 18, 2020, the
project team learned that the KDI has traditionally been conducting the ex ante feasibility studies relating to special taxation.

33 Articles 24, 25, 26, 27, 28, and 29.

34 The analytical hierarchy process, first developed by Thomas Saaty (1977) in the late 1970s, is a decision-making model for
establishing priorities in multicriteria decision-making. It enables decision-makers, including policy makers, to select a
solution from alternatives based on a number of evaluation criteria and pairwise comparisons. The three central elements
of the process are (1) identifying and organizing decision objectives, criteria, constraints, and alternatives into a hierarchy;
(2) evaluating pairwise comparisons between the relevant elements at each level of the hierarchy; and (3) synthesizing using
the solution algorithm of the results of the pairwise comparisons over all the levels (Saaty 1988). The process is one of the
most widely used multicriteria decision-making methods for complex scenarios.
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Self Evaluation by Line Ministry

The self-evaluations are conducted by line ministries based on the following characteristics®:
(1) programs that are facing the end of their sunset period, (2) programs within two years of
implementation, (3) programs that are proposing to expand their scope or coverage, and (4)
programs that need to be reviewed based on the annual master plan for special taxation and
restrictions.3® According to the Special Taxation Act Enforcement Decree, the tax expenditure
evaluation reports, which are prepared by individual line ministries to assess the effects of
their own RDTI plans, are submitted by April 30 each year.?” This deadline allows the MOEF to
review and enhance the quality of self-evaluations in coordination with line ministries over the
subsequent five months until the final versions are produced in September. The reports cover
the effects of tax relief and the responsible ministry’s suggestion as to whether an RDTI should
be retained, abolished, or expanded.

Furthermore, the enforcement decree grants central ministries the authority to propose tax
expenditure plans for new Research, Development, and Technology Innovation (RDTI) programs.
These proposals include their evaluations of the anticipated policy effects of such tax incentives,
projections of annual tax expenditures, and relevant statistical data to justify the need for such
fiscal incentives in the effective execution of economic and social policies. The proposals must
be submitted to the Minister of Economy and Finance by April 30 each year.

The self-evaluations, which encompass both the tax expenditure evaluation reports and tax
expenditure proposals, are carried out to ensure the responsible management of RDTI programs
by line ministries. The reports and proposals submitted by line ministries to the MOEF are checked
for completeness and integrity with respect to all necessary proposal requirements. Given the
sheer number of tax expenditure items in place and the required expertise, the MOEF assigns
this task to KIPF, which can better manage the process. After the evaluations are submitted to
the MOEF and are subsequently handed over, KIPF conducts a round of completeness checks
by May 31 each year. From June to August KIPF and line ministries exchange feedback to further
improve and complete the submitted r eports and proposals. Such M&E results are reflected in
the MOEF’s Tax Reform Proposal—an annual proposal containing suggested changes to existing
tax laws—and Tax Expenditure Budget Report—an annual report containing an analysis of the
performance of special taxation programs and their tax expenditures—which are submitted to
the National Assembly for its deliberation in September.

The methodology used for the self-evaluations is less rigorous when compared with methods
for the ex-ante feasibility studies and ex post in-depth evaluations. The evaluations are limited
to describing the effects of tax expenditures based on performance indicators and with data
readily available inside the responsible ministry. KIPF’s completeness checks are based on a
checklist and mainly serve to verify whether and to what extent the evaluation was conducted
with sincerity by the relevant line ministry3®

35 Its legal basis includes the Restriction of Special Taxation Act, art. 142, paras. 1, 2, 3, 7, and 8; Enforcement Decree of the
act, art. 135, paras. 1 and 10; Enforcement Decree of the act, arts. 13-2 (KIPF 2020b)

36 Based on the Restriction of Special Taxation Act, art. 3, and the Enforcement Decree of the act, art. 135, para. 1.

37 Article 142, para. 3.

38 Article 142, para. 2.
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Ex Post In-Depth Evaluation

The primary goal of the ex post in-depth evaluations is to determine whether an RDTI program
has achieved its goal and intended economic impact (MOEF 2020). This in turn helps the National
Assembly decide whether the RDTI program should be extended, scaled down, expanded,
or abolished, thereby minimizing the risk of inefficient use of public resources and capture by
special interests and promoting efficient use. Figure 3.8. shows how this evaluation plan is
structured.

FIGURE 3.8. Framework of the Ex Post In-Depth Evaluation for RDTI programs

Overview of the R&D tax
Incentive scheme and
Identification of Issues

Analysis of Areas for
Improvement

Analysis of Validity Analysis of Effectiveness

Relevance government role and of
the design government role and
of the design and implementation
of the scheme

Economic impact(on production,

investment, employment, income,

income redistribution, and public
finance)

Analysis of impediments to
Intended performance and ways to
address them, based on the reviews
of validity and effectiveness

Comprehensive
Evaluation and Policy
Recommendations

For decision to extend the sunset
period or repeal the scheme

Source: Original figure for this publication, based on KDI 2018a.
Note: R&D = research and development; RDTI = research and development tax incentive.

The ex post in-depth evaluation consists of two categories: The mandatory in-depth evaluation
and the optional in-depth evaluation. The former is conducted on large-scale RDTI plans with a
tax expenditure of w30 billion (approximately US$25 million) or more that will reach the end of
their sunset period in that calendar year. The latter is performed on certain RDTI plans prescribed
in the act (KIPF 2020b).

The evaluations cover a range of topics including the level of target values for achievement,
economic effects, impact on income redistribution, and fiscal implications for the treasury. As
noted earlier, these evaluations are required by the law that also designates qualified research
institutions to perform them.3® The Operational Guidelines for Ex Post In-Depth Evaluations
specifies what an in-depth evaluation should analyze and how.*° The three pillars of analysis

39 Restriction of Special Taxation Act, art. 142, para. 4.
40 Restriction of Special Taxation Act, arts. 17, 18, 19, 20, 21, and 22.
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are (1) effectiveness, (2) validity, and (3) areas for improvement. Although specific research
methods may vary depending on the subject of the evaluation, both quantitative and qualitative
research using surveys and data are conducted to analyze a special taxation plan in these three
dimensions. The guidelines provide more detailed requirements for evaluation in each
of t he three pillars. For example, for the analysis of effectiveness, the guidelines require an
analysis of changes in the behavior of beneficiaries and effects on investment, employment, and
income redistribution, among many other aspects. The research institute responsible for the
evaluation selects the analysis method deemed most appropriate for the particular subject under
examination. Based on analysis of results, the research institute makes suggestions, including on
whether the plan in question should be extended, abolished, or improved, and if the latter, how
it should be improved. The evaluations should be submitted to the National Assembly no later
than 120 days before the beginning of each fiscal year, to give enough time for deliberation by
the National Assembly (KIPF 2020a; ).# As with the other M&E mechanisms, it is not mandatory
for the government to act upon the suggestions. However, government decisions are generally
made in line with the recommendations from the evaluations.

Box 3.2 Impact Evaluation of Innovation Policy
in Korea

Impact evaluation of innovation policy is not widely adopted in Korea. Although the ex-post
in-depth evaluations could be considered a type of impact evaluation, as they attempt to
comprehensively assess the impact of a policy using scientific methods, limitations exist.
The same limitations generally apply to ex-ante feasibility studies as well.

First, research methods used to evaluate impact vary in their degree of rigor. Not all ex-post
in-depth evaluations use counterfactual scenarios, and therefore, causality is not always
clearly identified. In fact, the Operational Guidelines for Ex-Post In-Depth Evaluations of
Budgetary Programs do not require the use of a counterfactual. Second, ex-post in-depth
evaluations are rarely conducted for innovation-support programs. Every year, about 10
ex-post in-depth evaluations are conducted for budgetary programs spanning all policy
areas (Kang et al. 2018). Historically, programs related to welfare, labor, and public health
have been most frequently evaluated.

There are discussions about adopting more experimental evaluations. For instance, a Korea
Development Institute (2018) proposed designing social policy pilot projects as randomized

controlled trial studies to evaluate their effectiveness more thoroughly and scientifically.

Source: Original for this publication.

41 Based on the Restriction of Special Taxation Act, art. 142, para. 4.
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Concluding Remarks

Over the past few decades, through multiple phases of evolution, learning, and improvements,
Korea has made achievements in the field of innovation policy, including monitoring and
evaluation. As demonstrated in this chapter, Korea has managed to address several fundamental
issues that align with international good practices in the M&E of innovation policy (reviewed in
chapter 2), paving the way for increasingly more advanced and sophisticated procedures and
techniques.

Korea’s strong legal frameworks for innovation policy enabled close coordination among line
ministries and implementing agencies and contributed to the long-term sustainability of the
M&E system. On M&E of budgetary R&D policies, the country enacted the Performance Evaluation
Act and Management of National Research and Development Projects and its Enforcement Decree.
The M&E of budgetary non-R&D programs is grounded in the National Finance Act and its
Enforcement Decree. Based on the acts and enforcement decrees, the MSIT and MOEF develop
operational guidelines that provide even more detailed rules and procedures guiding government
officials’ day-to-day operations. While the acts ty pically remain consistent, amendments and
adjustments to the enforcement decrees and operational guidelines are frequently made to refine
the M&E mechanisms.

Korea’s consideration of Transparency and accountability, implemented through several practical
mechanisms have led to more autonomy and responsibility in line ministries. First, most M&E
results are required by law to be disseminated through the National Science and Technology
Information Service (NTIS), an inter-ministerial knowledge portal for science and technology
information. The NTIS serves as a one-stop platform for M&E results, along with other types of
STl information, and is open not only to government officials but also to the public, including
researchers, academics, and students. Second, by building in multiple layers of supervision,
Korea has been able to hold line ministries accountable. For instance, line ministries’ self-
evaluations are subject to review (higher-level evaluations) by the MSIT in the case of budgetary
R&D policiesand by the MOEF in the case of budgetary non-R&D policies. Inaddition to thisdouble-
layered M&E supervisory structure, in-depth evaluations are performed on certain programs and
projects that are determined to need a closer inspection based on the results of self-evaluations
and on the reviews by the ministries. Third, several mechanisms were put in place to overcome
the limitations of self-evaluations. For instance, the MSIT acknowledges achievements from R&D
programs and projects only if they are explicitly covered in self-evaluations submitted by line
ministries, so the ministries have a strong incentive to pay attention to the quality of their self-
evaluations. To enhance the objectivity and independence of self-evaluations, relevant laws and
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guidelines require the participation of external experts from academia, research institutes, and
the private sector in conducting self-evaluations.

Korea’s innovation policy features mutual trust between the MOEF and MSIT and the evaluated
entities, which led to streamlining M&E requirements and allowing for exemptions as needed.
This flexibility has encouraged a turn away from short-termism in innovation policy. This shift
toward a long-term perspective, to an extent, promoted an increased acceptance of riskier
innovation policies and creative M&E measures such as the Core Program Evaluation Scheme,
which was adopted in 2018 to enable swifter theme-based M&E of policies of national priority
(Chang 2020).

Still, as with other countries, Korea faces its own challenges and limitations in this area:

First, both KISTEP and KIPF are funded by the government and hence not entirely independent
from the state. This is not necessarily a drawback since, as noted in the international experiences
chapter, different arrangements (fully independent evaluators and in-house evaluators versus
hybrid models combining both in-house and external evaluators) have their own pros and cons.
Korea has put several measures in place to render evaluations conducted by the research
institutes relatively free from the political influence of interest groups, including the government,
by strictly mandating procedures to form evaluation committees and open access of evaluation
reports. Nevertheless, this lack of full independence does pose a risk to the objectivity of M&E
exercises and results.

Second, line ministries tend to overrate the level of achievement when self-evaluating their
innovation support programs, thereby harming the reliability of self-evaluations. For instance,
a report by KISTEP (2018) points out that in the case of R&D programs, the average performance
assessments from self-evaluations consistently reported positive results when compared
to those from high-level evaluations, which were conducted by the MSIT, from 2008 to 2017.
Similarly, in the case of self-evaluations of RDTI programs, ministries reported significantly higher
performance scores when compared to the scores from KIPF’s independent reviews (Kim 2019).

Third, the M&E primarily focuses on analyzing innovation inputs—for example, innovation
investments—and the scope of evaluations centers on efficiency. The Korean M&E plans
seldom capture the efficiency of these investments and innovation activities, limiting
the potential to equate returns with the expenditures that went into generating them. Chang
(2020) points out that part of the problem stems from the fact that evaluation plans anchor
their unit of analysis to budget allocation, without regard for either the program function or its
scope, which typically represent a more insightful unit of analysis to capture positive externalities
under the M&E of innovation policy. This is particularly relevant, as the benefits from innovation
policy are realized through knowledge spillovers from R&D and non-R&D investments.

Fourth, thevalue oflearningand adaptation based on M&E results needsto be strengthened. For
alarge portion of policy makers’ routine operations, M&E tends to be perceived asa mandatory box-
checking exercise ratherthananopportunity for learningand adaptation (Chang 2020). M&E is still
seen by many as a compliance exercise rather than as an activity for performance improvement,
and the transition away from short-termism still has a long way to go. In addition, the link between
M&E results and budget allocation is not entirely clear (Kang et al. 2018). Relatedly, there are

INNOVATION POLICY LEARNING FROM
KOREA: THE CASE OF MONITORING AND 5 ;

EVALUATION (M&E)



debates on whether results obtained from current M&E plans can serve as the basis for decisions
about budget adjustment, given their limited evidence base and objectivity (Chang 2020).

Fifth, the rigidity of the unit of analysis prevents policy makers from understanding the
effectiveness of innovation-support programs more thoroughly. The unit of analysis of the
M&E plans is typically fixed to an individual program, project, or institution. Although Korea
started grouping programs to evaluate their collective performance in 2018, the country has
yet to reap meaningful lessons from the wider scope of the evaluation plan. This is especially
relevant for innovation policy, where the complementarity of factors such as research skills,
laboratory infrastructure, or financial capital are all necessary for successful returns on
innovation activities. The impacts of policy mixes as well as more nuanced attribution to
individual policy measures need to be appreciated.
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Lessons and Takeaways for
Developing Countries
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Previous chapters have profiled principles of good practice in the M&E of innovation policy and
provided an account of Korea’s M&E systems. This chapter draws lessons for the present
study’s client countries—Indonesia, the Philippines, and Vietnam—based on the discussion
and documentation of the Korean and international examples and concludes with key takeaways
for client countries. The following sections discuss the key lessons in more detail based on the
proposed categorical framework in chapter 2: Governance, Data and Methods, and Capacity and
Resources.

Governance

Situation in Client Countries

Inthe three client countries, M&E for most of the programs reviewed is mandated by law. However,
reviews of innovation programs revealed a lack of systematic adoption of M&E frameworks. For
instance, the Policy Effectiveness Reviews (PERs) for innovation policy conducted as part of the
World Bank’s previous advisory engagements with the client countries revealed that monitoring
of inputs and outputs was conducted for a few programs, but practitioners did not capture
specific outcomes using standardized methods and indicators. Furthermore, M&E frameworks
with measurable indicators were largely incomplete for the sample innovation policy programs
reviewed.

Thereview of M&E systemsthat wereapplied tothese programsfound thatalackof clear definitions
of inputs, activities, outputs, impact, and external conditioning factors was likely to constrain
policy makers’ decision to conduct timely program adjustments. Even for those programs with an
M&E framework in place, program targets and outcomes were often disconnected, showing that
the lack of a logical framework or theory of change can significantly constrain implementation
effectiveness. Weak mechanisms for learning during or after implementation represent a missed
opportunity to introduce systematic course correction. The lack of a systematic effectiveness
assessment after the termination of a program was another limitation commonly present in the
program practice of the three client countries.

Lessons from Korea

Korea’s well-articulated use of mandated M&E frameworks can be instructive for client countries.
Thelegalbasisrequiresthe use of M&E frameworks, definesrolesand rules explicitly, and delegates
authority to promote not only accountability but also autonomy. In the case of budgetary R&D
policies, the Performance Evaluation Act and its enforcement decree grant the MSIT authority to
oversee the M&E of R&D policies and to designate specific agencies, including KISTEP, to support
M&E activities. For the M&E of budgetary non-R&D policies, the National Finance Act and its
enforcement decree give the mandate to the MOEF with support from designated agencies such
as KIPF. The laws also require the disclosure of most M&E results to the public. By subjecting
M&E results to the scrutiny of government offices and to that of the public, Korea’s M&E system
leverages transparency to drive accountability and autonomy.
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Korea’s five-year master plans have been instrumental in ensuring a holistic and long-term
approach to the M&E of innovation policy. As shown in chapters 3 and this chapter, Korean five-
year master plans are developed to provide overall guidance on the M&E of innovation policy,
and detailed M&E plans are conceived based on these master plans at the ministerial level. This
approach ensures that the long-term perspective, adopted during policy formation, facilitates
the development of an M&E system that is thorough and implemented across all levelsBecause
most M&E data and results are made public through online platforms, policy makers and
any interested parties may easily monitor and evaluate the performance of programs (based
on long-term goals and indicators established before implementation) without the burden of a
formal information request and approval process.

Korea has found a balance in dividing the labor between R&D and non-R&D innovation policies
among two major ministries—MSIT and MOEF—and this is well aligned with its overall structure
of innovation policy making and implementation. As reviewed in chapter 2, advanced innovation
systems such as those of Sweden and the UK typically feature an increasingly integrated
approach to the M&E of innovation policy, which includes investment in both R&D and non-R&D
activities; the integrated, one-stop approach can bring significant advantages in addressing
complex, persistent or “wicked” problems that cannot be understood and addressed in
isolation. Although Korea’s M&E for innovation policy diverges from that of some other advanced
economies in that the Korean implementation divides its operation between R&D and non-R&D
policies, the divisional arrangement is in line with its overall innovation system structure and
thus far has served its purpose. The takeaway is that whether using separate M&E mechanisms or
an integrated mechanism for R&D and non-R&D policies, developing country practitioners need
to adopt an M&E system that best responds to their local contexts and the overall division of
roles of their innovation systems. If a country does have a dedicated and empowered innovation
agency in place already, then an integrated approach would be ideal. If a country also faces
a deep-rooted division between R&D versus non-R&D innovation policies, then the Korean
approach would offer more readily adoptable lessons in the near term.

Korea has benefited greatly from a strong political drive and major investments in promoting
M&E of innovation policy, from the very top-level leadership. The role of the Presidential Advisory
Council on Science and Technology (PACST) was crucial in mandating the M&E of innovation
policy in practice, and regular high-level meetings presided by the president provided real
coordinating power. Coupled with this political commitment has been sufficient investment in
the resources and capacity required, which is discussed in section 4.3. Without strong, top-level
support and the investments needed, M&E mandates would unlikely be implemented in practice.
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Data and Methods

Situation in Client Countries

The PERs in the three client countries found that knowledge management and information
sharing systems should be improved for more effective use of M&E in advancing innovation policy.
One challenge was the lack of an integrate digital database that can systematically manage the
applications to and beneficiaries of innovation programs in Indonesia, the Philippines, and Viet
Nam. Further, M&E data could not be easily produced even during the review, revealing that
the data were neither available under the proper classification nor disaggregated at the level
required for basic analysis. In Indonesia, the authors found that M&E frameworks for innovation
programs often cannot rely on standard data requirements due to budget constraints. Lack
of cooperation in data sharing across implementing agencies was found to be another barrier
to improving innovation policy M&E systems in these three countries. Information sharing is
particularly important because data for innovation policy are typically managed by several
government entities.

In addition to the issue of fragmented data management, challenges related to evaluation itself
should also be addressed in the client countries. The diagnostics undertaken reveal that the
programs were hardly based on an identified market failure in the local context, and the process
to bring new instruments appeared ad hoc in the absence of clear program origins. Weak
problem identification can result in several methodological issues such as the absence of clearly
identified, attainable policy objectives, measurable indicators of failure or success, and a lack
of economic justification for the proposed instrument, all of which were prevalent in the three
countries studied. This implies that there is little space for defining outputs and providing an
indication of impact. Further, in monitoring and evaluating their programs, the client countries
did not actively seek to utilize the expertise of research institutions or experts that specialize in
M&E. When it comes to establishing clear program closure procedures, the PERs found that the
Philippines and Vietnam did relatively well. In the Philippines, program closure mechanisms were
found to be strong and, by law, most programs collected performance monitoring information
from beneficiaries beyond the end of the support program. In Vietnam, most programs had a
built-in expiration date and a requirement for evaluating its potential continuation. These are in
line with internationally recognized best practices and are present in Korea.

Lessons from Korea

In Korea, along with their overall supervision mandates, the MOEF and MSIT are given the
authority to make inf ormation requests to line ministries, as articulated in the aforementioned
laws**. The laws detail circumstances under which the MOEF and MSIT can make requests and
require line ministries to respond to them. This legal framework is particularly useful for securing
information and data for M&E when the evaluating entity and the program-implementing entity
are different.

42 Article 8 of the National Finance Act; Article 12 of the Act on the Performance Evaluation and Management of National
Research and Development Projects, Etc.
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The Korea NTIS provides an excellent example for easing the access to information and data
for M&E, particularly data for innovation policy that are often managed by several entities. As
discussed in chapter 3, NTIS serves as a one-stop shop for M&E information and data that is open
not only to government officials but also to the public, including researchers, academics, and
students. M&E is a data-driven activity with shared responsibility across entities or offices, and
its successful implementation carries with it a commitment to transparency and accountability.
Therefore, the data on which M&E will be carried out should not have obstacles to their access
and use. The nature of ease-of-access has to do with regulations and technical matters. Much
needed data may originally be obtained in the form of reports from beneficiaries or the result of
follow-up consultations and surveys. The data from all these procedures and sources must be
routinely organized into consistent categories and indicators and cleaned for ease of use in M&E
activities.

In Korea, the qualification of program origins, including building its case and processing and
analyzing M&E data, is closely supported by specialized research institutions with expertise in
M&E. One of the M&E functions during the design stage is related to design choices such as the
most appropriate intervention among several possibilities. This is a crucial step in what is often
labeled ex ante evaluation. In a sense, the alternative candidate instruments for the planned
intervention constitute counterfactuals for each other—a critical evaluation criterion in itself.
In Korea, any large program would require a thorough analysis of the problem and an exercise to
decide whether to launch the program based on a cost-benefit analysis. As described in chapter
3 and this chapter, sizable policies require evaluation using the analytic hierarchy process
method* Such evaluations are done by research institutes, which make recommendations based
on evaluation results. The engagement of a specialized research agency can also contribute to
adherence to a minimum level of rigor, which applies not only to program origin but also to the
analysis of M&E data. Meanwhile, consultation with stakeholders helps define the specific aim
of the policy, which is then factored into the theory of change and the items to observe and
measure in the M&E process.

For some evaluations, Korean laws provide autonomy and flexibility by deliberately not imposing
specific evaluation methods. In such cases only areas of evaluation are specified, leaving the
method of evaluation to the discretion of the entity charged with undertaking it. Given that
certain methods of monitoring and evaluating innovation policy often have limitations, forbearing
from universally prescribing specific M&E methods can be liberating. Another way to enable
flexibility is to allow line ministries to develop program targets and measurable indicators for
self-evaluations, as opposed to imposing centrally developed targets and indicators that do not
consider the widely varied characteristics and local conditions of innovation support programs.
To ensure the minimum quality of these performance targets and indicators and the rigorousness
of evaluation methods, the MOEF and MSIT supervise the process and provide guidance to line
ministries as needed.

Clarifying program eligibility for applicants can lead to improved targeting of beneficiaries and,
from the Monitoring and Evaluation (M&E) perspective, enhance both the quality and accessibility
of necessary dataThe population of potential beneficiaries will translate into actual applications
for support or participation in a program if the framework, rules, and criteria that define the

43 Article 50 of the Operational Guidelines for Ex Ante Feasibility Studies
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target population are understood and accessible to its members. The target population is the
realm in which the impact, in the short and medium term, is expected to materialize. This is a
critical domain on which the M&E program must be able to capture data.

Establishing follow-up practices with beneficiaries aids in understanding the long-term impacts
of innovation policy. Many of the important impacts of innovation policies occur after the
projects or activities conducted under its purview have concluded. Important information will
be available only sometime after the end of the beneficiaries’ participation. Therefore, a key
good practice in M&E is a plan and method to follow up with beneficiaries after closure.

Capacity and Resources

Situation in Client Countries

Prior analytical advice delivered by the World Bank found that client countries did not devote
enough resources to developing capacity for the M&E of innovation policy. For example, in
the Philippines, more staff training was found to be needed within institutions to enhance
staff understanding of M&E and the use of logical frameworks in programs. In Vietnam, limited
resources were found to be allocated to regular program monitoring. Further, for annually
budgeted programs, uncertainty around budget amounts led to various types of risk that
thwarted the effective M&E of policies. In Indonesia, programs were typically well funded, but
not enough resources and considerations were given to staff members. Staff members were
shared across multiple programs, which resulted in work overload that could compromise the
quality of implementation. Staff assignments to programs were done without full consideration
of competencies and capabilities, and large variations in staff skillsets compromised effective
execution of programs.

Among the various capacities needed for the M&E of innovation policy, the PERs found that
coordination capacity should be enhanced in the client countries. The lack of systematic
coordination activities, especially at the level of implementation—rather than management—
resulted in several challenges that spun across the framework’s three dimensions. For instance,
failure to closely coordinate across institutions hampered even basic data sharing, which in turn
can significantly restrain opportunities for learning and course correction. Weak coordination
capacity can also lead to a lack of consultation with stakeholders, crucial for securing
accountability, objectivity, and needed expertise.

The capacity to implement good practices of M&E requires significant resources both in
terms of funding and skilled personnel. The perception that M&E is a nonproductive overhead
component of policy must be superseded by a culture of professionalism and continuous
improvement to satisfy the aim of transparency and accountability of the government activity.
This requires the commitment of resources commensurate with such a declaration of purpose.
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Lessons from Korea

Korea offers useful experience in fusing the requirements of staff training to the M&E of
innovation policy itself. Mandatory and optional training programs specifically designed to
strengthen government officials’ capabilities for M&E are offered by the supporting agencies,
in addition to operational guidelines. For example, KIPF trains government officials on the
formulation of M&E measures, such as methodology to set performance indicators.** Eligible
policy makers must take a mandatory education program every year, to achieve certification,
and an optional education program is available for high-ranking officials. Frequent training
is important to the continuity of M&E work because government officials in Korea, as in many
other countries, periodically rotate between official positions (Jung et al. 2010).

Korea’s approach to enhancing coordination capacity among policy makers is firmly based
on the legal framework. For example, in conducting self-evaluations of budgetary non-R&D
innovation policies by line ministries, the National Finance Act and its enforcement decree
provide mandates for the MOEF and line ministries to coordinate the setting up of performance
targets and indicators, and for refining M&E results over a mutually agreed period of time. The
laws and operational guidelines also require consultation with stakeholders, including reviews
and verification of M&E results by external experts and research institutions specialized in
M&E. Once the specifics of each policy are acknowledged, recognizing the peculiar demands
for appropriate M&E schemes in each case, there is much commonality in needs, methods, and
relevant skills that will benefit from a coordinated effort among all ministries and agencies.
Coordination not only helps in achieving efficiencies by avoiding duplication of effort but also
benefits the effort to develop useful, relevant, and accessible data since the common definitions
and architectures are only achievable in the context of such coordination.

Korea has leveraged another important factor in ensuring coordination and implementation,
which is budgeting. MSIT and MOEF, the executive bodies of M&E of R&D and non-R&D, have the
power to allocate the budget based on the results of M&E. It is important to note that budget
allocation is not solely based on performance evaluation results because not all programs can
be monitored and evaluated on an equal footing. That is, program objectives and circumstances
are also considered in addition to efficiency and effectiveness. As such, the process may be
relatively unclear to external observers as to exactly how the budget adjustments are executed
based on M&E results. However, key informants of this study confirmed this process has been
established in practice and has played a key role in ensuring that M&E results inform budget
allocation.

In terms of capacity, Korea’s expertise in carrying out the M&E of innovation policy was
supported with research institutes specialized in M&E as well as academia, making it easier
to ensure the leading-edge experts in the country are involved in the process. In the case of the
M&E of budgetary R&D policies, KISTEP provides support to the MSIT. For the M&E of budgetary
non-R&D policies, KIPF supports the MOEF. Both KISTEP and KIPF were established and qualified
by law as research institutes to conduct official evaluations of government programs. Researchers
at KISTEP and KIPF do not rotate every two to three years like government officials do within

44 Interview with KIPF, November 18, 2020.
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the government, enabling them to accumulate know-how in conducting government policy
evaluations. The strong networks of experts and other KISTEP and KIPF research institutions also
contribute to conducting the M&E of innovation policy, as external experts such as scholars in
academia also participate in evaluations.

Conclusion and the Way Forward

This case study demonstrates that the good practice of M&E is never merely a technical matter;
it is also a governance matter, as the requirement and support for M&E follow directly from the
governance and accountability basis on which it will be built. Korea’s current M&E system is the
result of decades of development and refinement. M&E programs for innovation policy require
constant adjustments and improvements due to the fast-changing, multifaceted nature of
innovation activities. Developing an M&E system like that of Korea or adopting certain features
of it may necessitate a change in culture, organizational routines, and individual behavior.

In undertaking the steps toward more adequate M&E to suit country-specific needs in innovation
policy, prioritization is required and should be driven by the readiness of each country’s
governance situation, capacity/resources levels, and technical capabilities. Developing
countries could anticipate and be prepared for certain challenges in improving their M&E plans
by referring to the Korean experience. The challenges that Korea is currently experiencing could
be circumvented in developing countries if they implement countermeasures early on.

While the case study points to several takeaways that could be adopted in client countries (see
sable 4.1 for a summary of takeaways), many more details and nuances are needed to address
different practical aspects, which will require specific knowledge-exchange activities to bring
the Korean experience in closer alignment with client-country contexts.
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TABLE 4.1. Key Takeaways from the Republic of Korea for Developing Countries in Adopting the
M&E of Innovation Policies

Category Key takeaways from Korea

Governance Embrace a holistic and long-term perspective. Key mechanisms
include five-year master plans and, more recently, a Core Program
Evaluation program that evaluates groups of closely related
innovation policies (or policy mixes).

Clear definition of ownership helps strike the balance between
autonomy and compliance. “Self-evaluation” as the major M&E
form serves as a low-cost, self-regulating mechanism that is marked
by scrutinization by selective in-depth evaluation, links to budget
allocation, and open access to information.

Put in place strong mechanisms for learning during or after
implementation to facilitate course correction. In practice,
decisions are made in line with the recommendations from
evaluations; publicity for evaluation reports and scrutiny from the
National Assembly impose pressure to carry out course correction
accordingly.

Actively promote the use of M&E frameworks. Every budgetary
program by the government is subject to an M&E plan, and M&E
frameworks are widely used throughout the Korean government.
Operational guidelines are in place to impose strict eligibility
criteria and procedures.

Data and Methods Open access to results in a public repository (such as NTIS) fosters
transparency, accountability, and citizen answerability. NTIS serves
as a one-stop shop for M&E information and data that is open not
only to government officials but also to the public. Empowered
with increasingly advanced IT technology and sophisticated user
demand, NTIS-type platforms can be instrumental in catalyzing the
enhancement of governance and capacity, going way beyond being
merely a data tool.

Develop M&E as part of policy design, considering alternative
instruments and portfolio relationships. Ex ante feasibility studies
could be conducted to evaluate whether the proposed policy
intervention is the most appropriate among several possibilities.
Meanwhile, program targeting should be enhanced to reach the
intended population, an activity which could yield the right data
and information for M&E purposes (among other uses).
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Use logical frameworks to ensure that program objectives,
expected outputs, and impact are clearly defined and measured.
Prior to the fiscal year in which a program is planned to be
implemented, the line ministry responsible for the program submits
an Annual Performance Plan, which should include the program's
strategic goals, performance targets, performance indicators,
and targets for each indicator. When the program reaches its
termination stage, these goals, indicators, and targets are used to
evaluate the program's performance.

Establish clear program closure procedures and follow up with
beneficiaries to understand the long-term impacts of innovation
policy. The Korean government follows up with beneficiaries that
participated in certain R&D programs five years after program
closure to evaluate how R&D outputs have been used (such as in
technology transfer, commercialization) and the impact that such
outputs have generated.

Capacity and Leverage different sources of expertise and stakeholder
Resources consultations to secure the required expertise and know-how
of cross-cutting innovation evaluations. he Korean government's
M&E activities were supported by research institutes specialized in
M&E as well as academia, ensuring that the country's M&E experts
are actively involved in the process.

Capitalize on M&E expertise and resources to offer capacity
building opportunities for policy practitioners in general. The
research institutes supporting the M&E plans of MOEF and MSIT
provide the technical expertise and assistance in planning and
implementing M&E. They also hold regular training sessions for
policy makers. For example, KIPF offers several courses for policy
makers (both working-level officers and high-ranking officials)
so they can better understand the M&E system and prepare and
implement their self-evaluations adhering to the operational
guidelines.

Establish mechanisms for close coordination among ministries
and agencies. Korean acts that stipulate the M&E schemes
provide firm legal basis for the MOEF and MSIT to act as powerful
coordinators. Their enforcement decrees prescribe the authorities
that the ministries have in detail. MOEF and MSIT publish and
distribute the operational guidelines that detail procedures,
timelines, and requirements of M&E so that line ministries can plan
their evaluations accordingly. In addition, MOEF and MSIT interact
with line ministries frequently to ensure the guidelines are being
followed.

Source: Original table for this publication.

Note: IT = information technology; KIPF = Korea Institute of Public Finance; M&E = monitoring and evaluation; MOEF = Ministry of
Economy and Finance of the Republic of Korea; MSIT = Ministry of Science and ICT [information and communication technology]
of the Republic of Korea; NTIS = National Science and Technology Information Service; R&D = research and development.
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Appendix A. Timeline of preparation and
submission of annual performance plans and
performance reports

Year Date Step
y-1 April - Guidelines for Performance Plan delivered to
line ministries
May 30 - Submission of Performance Plans to the
Ministry of Economy and Finance (MOEF)
June-July - Prereview by the MOEF and requests for
improvement
By 120 days prior to the fiscal | - Submission of Performance Plans by
year (y) the MOEF to the National Assembly as
attachments to the Budget Bill
By December 31 - Adjustments to Performance Plans based
on the MOEF’s requests and results of
deliberation by the National Assembly
y January-December - Execution of budget
y+1 January - Guidelines for Performance Report delivered

to line ministries

By February 28

- Submission of Performance Reports to the

MOEF

April10 - Submission of Performance Reports to the
Board of Audit and Inspection

By May 20 - Inspection of Performance Reports by the
Board of Audit and Inspection

By May 31 - Submission of Performance Reports as part

of the report of settlement of accounts to the
National Assembly
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Appendix B. Timeline of preparation and
submission of line ministries’ self-evaluation of
budgetary programs, 2017

Year Date Step

Preparation December 2016 | - The Ministry of Economy and Finance (MOEF) finalizes
its guidelines for line ministries’ self-evaluations.

- The MOEF holds information sessions for line
ministries’ officials in charge of conducting self-
evaluations.

Self-evaluation January 2017 - Line ministries establish their own self-evaluation
plans.

January-April - Line ministries conduct self-evaluations of their
own budgetary programs.

April 30 - Line ministries submit self-evaluation results to the
MOEF.
Release of May 1-15 - The MOEF corrects errors in self-evaluations.
evaluation results | \ay 45 - The MOEF sends self-evaluation results to the
Budget Office.
May 20 - Self-evaluation results are made public.

Source: Original table for this report, based on KIPF 2018, 1478.
Note: This table provides 2017 as an example; specific dates are subject to change.
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Appendix C. Timeline of ex ante feasibility
studies and ex post in-depth evaluations

Date Step

December - The Ministry of Economy and Finance (MOEF) selects research
and development (R&D) tax incentive plans subject to evalua-
tion with a review by the Special Taxation Performance Evalu-
ation Advisory Council.

January - Submission of research proposals and selection of
researchers.

«  Final agreements are delivered to the Special Taxation
Evaluation Team of the MOEF.

February-March - Inaugural meeting is held to discuss and agree on planning, in
coordination with the MOEF (Tax Relief Division of the Tax and
Customs Office).

+  Meetings with the National Tax Service are held to request
relevant materials and data, with the MOEF playing the role
of coordinator.

April-March «  Mid-term report meeting is held.
- Report, presentation materials, and list of participants are
sent to the MOEF

June - Final report (with draft) meeting.Final report, presentation
materials, and list of participants are sent to the MOEF.Final
report, presentation materials, and list of participants are
sent to the MOEF.

July-August - Edits are made to the report to reflect feedback collected
from the final report meeting.

Early September - Submission of final report to the Tax Relief Division of the
MOEF.

- Ex post in-depth evaluations and ex ante feasibility studies
are submitted to the National Assembly no later than 120
days prior to the beginning of the upcoming fiscal year.

Source: Original table for this report, based on KIPF 2020a.

INNOVATION POLICY LEARNING FROM

KOREA: THE CASE OF MONITORING AND ; 8
EVALUATION (M&E)



Appendix D. Timeline of self-evaluation of
research and development tax incentives
(RDTI) by line ministries

Date Step

By March 31 - Each year, the Ministry of Economy and Finance (MOEF) develops
a Master Plan for Special Taxation and Restrictions (based on the
Restriction of Special Taxation Act, art. 142, para. 1), which lists research
and development (R&D) tax incentives subject to self-evaluations
and notifies responsible ministries.

By April 30 - Individual ministries submit their Tax Expenditure Evaluation Reports
and Tax Expenditure Proposals to the MOEF. The reports are required,
while the proposals are optional. The MOEF then sends the collected
reports and proposals to the Korea Institute of Public Finance (KIPF).

By May 31 - Legally designated as a qualified research institution, KIPF conducts
completeness checks.

June-August - KIPF and the individual ministries improve and complete the Tax
Expenditure Evaluation Reports and Tax Expenditure Proposals by
exchanging feedback.

September - Final reports and proposals are submitted to the MOEF.

Source: Original table for this report, based on KIPF 2020b.
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