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Preface

This case studies report is part of a study that is undertaken in the context of discussions on the
main policy directions for EU Cohesion Policy for the programming period 2014-2020. The study
analyses recent developments in EU-Member States in the balance between sectoral and integrated
policy approaches and the involvement of sub-national levels in three main domains: innovation,
transport and labour market.

The study has been commissioned by DG REGIO and executed by a team of experts from
ECORYS Research &Consulting (including its sister company IDEA Consult in Brussels). The
study was undertaken in the period January-December 2010. The main outcome of the study is
summarized in a Final report that has been released under the same title as this case studies report.
This case studies report is an Annex to this Final report.

The study has been initiated and supervised by Mr. Lewis Dijkstra (DG REGIO). A group of
renowned international experts took part in the Peer Review Group that discussed the methodology
and (first) results of the study in 4 meetings over the duration of the project. The following experts
participated in the Peer Review Group: Prof. Dr. Willem Molle (Erasmus University, Rotterdam),
Prof. Dr. Peter Lloyd (ECOTEC, Birmingham), Dr. Alasdair Reid (Technopolis Group, Brussels),
and Prof. Dr. Jan Burnewicz/Dr. Elzbieta Adamowicz (University of Gdansk, Gdansk).

The following experts of ECORY'S have contributed to the study:

e Overall management and coordination (incl. quality control, editing and final reporting): Sjaak
Boeckhout, Marten van den Bossche, and Prof. Dr. Marcel Canoy;

« Innovation: Dr. Vincent Duchene, Prof. Dr. Ruslan Lukach, Myriam van Hoed, and Arnold
Verbeek (IDEA Consult; coordination, editing and also case studies);

« Transport: Wim Spit (coordination and editing), Konstantina Laparidou, Ewa Paluszkiewicz,
Nienke Uil, Jonas van Praag, Robert Ossevoort, Broos Baanders, Wesley van Dijk, Bas
Scholten, Roelof-Jan Molemaker, Shahram Tahmasseby and Michiel Modijefsky;

o  Labour market: Thijs Viertelhauzen and David Jepson (coordination, editing and also case
studies), Judith Juhasz, Annemieke Biesma, Dafina Dimitrova, and Claudia Groen.

The Project Team wants to acknowledge the contributions that both DG REGIO and the Peer
Review Group members have made to the study in reacting to discussion notes and interim and

draft final reports. However, the responsibility for the final report and the reporting on the case
studies remains fully with ECORYS Research and Consulting.

Rotterdam, May 2011
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1.1

1.2

1.3

ECORYS A

Introduction

Background

This case-studies report presents the results of the case studies that have been undertaken in the
context of the INTRALAB-study. This study that is commissioned by the European Commission,
DG REGIOQ, is focusing on innovation, transport and labour market policy practices (hence
‘INTRALAB’) in EU Member States in general and more specificly on the balance between
sectoral and integrated approaches and the involvement of sub-national levels. The study will
provide conclusions and recommendations for policy makers at international, national and local
levels on what type of policy approaches in the domains of innovation, transport and labour market
are more effective and efficient under what kind of conditions.

Approach for the study

The Terms of References for the study has requested 3 main components:

1) Literature review: Literature review on the benefits, drawbacks and complementarities within
the three policy domains (innovation, transport and labour market) of a sectoral versus an
integrated approach and high versus low involvement of sub-national levels of government;

2) Member State Policy practice: Analyse the three policy domains through seven case studies
in (partly) different Member States, focusing on six specific questions (see hereafter);

3) ldentify best policy practices: to identify which issues should best be dealt with in a
particular manner and could be used for inspiration for other Member States at national and/or
regional/local level.

The main results have been included in a final report that has been issued separately. In this report
the case studies that have been undertaken, will be reported upon.

Overview of the selected case-studies

The literature review for each of the policy domains has revealed typical situations and recent
developments in policy interventions in the various EU-Member States. Further analysis of some
of these situations and developments will be undertaken in specific case studies. In total 7 case
studies have been selected in each of the 3 policy domains (innovation, transport and labour
market).

The case studies have been selected on the basis of the following general criteria:

A. A typical case of a substantial and successful policy intervention or instrument in one or
several EU-Member States which can provide inspiration in other Member States;
B. Example of a sectoral or integrated policy intervention or instrument on the one hand and

of a centralised or decentralised government initiative on the other, with clear
demonstration effects for situations in other parts of Europe;

1"
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Figure 1.1

C. Good spread over different policy situations in Western and Central and Eastern Europe,
both per policy domain and for the 3 policy domains all together.

Table 1.1 summarizes the selected case studies. All quadrants of the matrix have been covered,
while attention has also been paid to have a good spread across EU-27. In each of the case studies
we will describe the type of policy initiative, the instruments used, how different government
levels have been involved in that, how successful it has been, which specific aspects have
contributed, and how this specific policy initiative compares with policy initiatives in other
countries and regions in Europe. This will allow to present best practices and draw some wider
conclusions regarding the balance between sectoral and integrated policy approaches and the
involvement of sub-national levels in the field of innovation, transport and labour market.

Overview of selected case-studies for innovation, transport and labour market
Level of integration

Sectoral Integrated
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1.4 Set-up for the case studies

ECORYS A

The case studies have been based on desk-research, telephone interviews and/or personal visits to
government institutions, key stakeholders and experts in the selected countries/regions. For some
of the cases there is already quite some information, which have allowed for desk research and
telephone interviews mainly. In other cases the necessary information could only be gathered
through personal visits to relevant organisations and experts in the respective Member States.
The case studies have followed a more or less pre-defined set-up in order to answer the questions
that the ToR has specified for the case studies, i.e.:

a. What is the current balance between the different types of policies?

b. What are the arguments used to justify each type of policy?

12
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How has the impact of each type of policy been judged?

Has the balance between the different types of policies shifted over time?

What are the arguments used to support this shift?

What balance is used by the Member States which are seen as the top performers in this
domain?

-0 a0

The structure of each of the case studies will be as follows:
- Background information on Country X

e Performance and policy objectives in the respective policy domain;

e Governance and policy trends;

o Types and balance of policies pursued;

- Outline of case study

e Description of the case;

o What is the institutional set-up, which organisations are involved and what is their role
(who is beneficiary, who is managing, how do parties cooperate, who are relevant
stakeholders, etc.), any recent changes?

o How many funds are involved and who is providing funding;

- Case study results

«  What is impact of the policy/strategy (in terms of reaching goals set in advance, socio-
economic impact, economic/budgetary efficiency, spin offs in other areas and investments
by other parties, etc.);

« Impact on governance issues (direct, indirect, involvement of the private sector, new
model of working to be used in other fields, etc.

o What are main determining factors that have led to the success of the case-study?

o  Other impacts?

- Comparison with other related cases

o  What are main differences with other approaches in other countries;

o Why has the case created better results: is this linked to sectoral or integrated
policies/strategies, and/or centralised/decentralised government initiatives, or are other
factors more dominant and if so, what are these?

« Are there specific elements that can be presented as best practices?

- Conclusions
- Annexes: specific background information and sources per case, including a list of persons
that have been.

ECORYS A 3
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Innovation case studies

Belgium: Flemish Innovation Cooperation (VIS) support programme
This Case Study

In this case study we carry out a detailed examination of performance and evaluation results for
one of policy measures in the Belgian innovation policy mix:
o Flemish Innovation Cooperation (VIS) support programme.

The study consists of four parts. In the first part we examine the Belgian innovation policy mix
and analyse its main features along the dimensions of centralised/decentralised and
sectoral/integrated policy design. In the second part we describe the case policy, its objectives,
design, and implementation mechanism. In the third part we make an overview and analyse the
results of the policies past impact evaluations. The fourth section of this study concludes and
presents answers to the main research questions formulated in the general analysis framework.

Innovation performance and policy mix in Belgium

Belgium belongs to the group of developed Western European countries. This country can be
characterized as a rich, geographically well-located (‘centre of Europe’), densely populated
country. Its economy is mostly service-oriented and with high labour productivity rates (although
slightly decreasing over time).

Belgium is also an extremely open economy (export shares exceeding 70% of GDP) dominated by
a small number of multinational companies surrounded by a large number of small and medium
enterprises. The social security system in Belgium is widely accessible and well developed, which
makes it at the same time quite expensive, the problem which becomes more serious with ageing
population. As a result this translates into higher salary costs putting pressure on the competitive
position of Belgium.

15
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Figure 1. Summary innovation performance EU Member States (2009 SlI)
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Note: The Summary Innovation Index (511} is a composite of 29 indicators going from a lowest passible performance of 0 1o a
maximum possible performance of 1. The 2009 5l reflects performance in 2007/2008 due to a lag in data availability.

The grey coloured columns shaw 2008 perfarmance as calculated backward from 2009 using the next-to-last data for each of
the indicators. This 2008 performance is not identical to that shown in the IS 2008 as not for all indicators data could be updated

with ane year, The difference between the columns for 2008 and 2009 show the most recent changes in innovation performance.

Source: European Commission (2010), European Innovation Scoreboard 2009.

Belgian government authorities at federal and local level have expressed their commitment to the

Lisbon objectives. In the adopted National Reform Programme the R&D policy is given one of the

prominent positions. The regions (Flanders and Wallonia, and Brussels) put their own emphasis on

various objectives and policy dimensions:

o In Flanders the main goal was simplification of the innovation policy, as recent assessment of
the Flemish innovation policy mix has shown (see Soete (2007)) that the set of instruments
appeared to be complete, but complex;

e Wallonia has recently adopted the plan which has special emphasis of fostering closer
coordination of public and private R&D strategies and efforts;

e The Brussels region has put an objective of increasing the regional R&D capacities by sectoral
measures focusing on three sectors: ICT, health and environment.

The progress report 2006 indicates that Belgium is on the right track in achieving its longer term
objectives (EC (2009b)). This finding is confirmed by the positive evaluation in the OECD
Economic Survey of Belgium 2007 (OECD (2007)).

Belgium’s overall innovation performance is positive with a position on average above both the
EU25 and EU1S5 in the group of so called “innovation followers”. However, Belgium's research
and innovation performance is characterized by large R&D investments in the business sector,
which off-set a relative under-investment in the public sector. These investments are subject to
uncertainty due to the dominance of several large multinationals in the total expenditure.

Belgium has a relatively well-educated population but is currently losing ground in the area of new
science and technology graduates. Such a situation is worsened by the uncompetitive net wages
paid to researchers and engineers.

ECORYS A 16
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A skewed industrial landscape (a few large firms and many medium to small size companies) and
a subsequent skewed private R&D expenditure pattern (large companies being the main spenders)
make the overall R&D profile of Belgium relatively fragile.

The Belgian economy entered a deep recession during the second half of 2008 due to the impacts
of the international economic crisis. The government intervened with support measures that
reinforce the financial and economic system. It is likely that the crisis will affect the Belgian
innovation system. In particular, since research and development (R&D) tends to be mainly
financed from retained earnings in business, R&D budgets are likely to decrease. Furthermore,
these investments are subject to uncertainty due to the dominance of several large multinationals in
the total expenditure.

In general, the Belgian innovation faces the following three major challenges (EC (2009b)):

o Innovation skills mismatch. There is a low share of new science and technology graduates, as
well as a growing under-utilization of lifelong learning. These two elements are essential to
maintain an adequate supply of skills to strengthen the country's competitiveness.

o Creating knowledge-intensive enterprises and stimulate their growth. There is need to boost
the attractiveness of starting up and foster innovative businesses. Reliance on several large
multinationals presents a risk, especially in the current economic context.

o Create a favourable environment for the exploitation of research results in Belgium. R&D and
innovation efforts do not yet bring sufficient results that ensure economic development.

The case study presented in this note, the Flemish Innovation Cooperation (VIS) program,
examines the policy initiative, which directly addresses two of the above challenges for Belgian
innovation system: creating and supporting knowledge-intensive enterprises and promoting better
exploitation of research results.

Governance issues

The responsibilities in the innovation policy system are distributed across the different authorities
in Belgium. Belgium is a federal country composed of three communities (Dutch, French, and
German-speaking) and three regions (Flanders, Brussels Capital, and Wallonia), as well as the
federal government level. Each entity has exclusive authority and competencies in a number of
areas, which are embodied in its own elected parliament, government, administration, legislation,
and advisory bodies. There is no hierarchy between the entities regarding their competencies.

Communities are in charge of matters linked to people-related matters such as culture, media,
health policy, and education. Regions are charged with issues related to territorial matters such as
energy policy, agriculture, public works, environment, and economic support. In Flanders, the
Flemish community and the Flemish region have merged their institutions into one administration,
government, parliament, etc.

When considering the overall Belgian innovation-policy mix, the main activities in this policy
domain take place at the level of Communities and Regions, although several instruments (such as
all fiscal measures) are being administered at the federal government level. In Belgium, each
regional (i.e. Community or Region) entity and the federal authority define its own innovation-

ECORYS A 7
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policy. Table 1 presents the information about the number and the budget for different innovation
support measures on the federal and regional level.

Table 1: Number of support measures and the related budgets at different governance levels in 2009
Governance level ‘ | # measures in database | Related budgets (m€)

Federal 12 295
Flanders 22 546
Wallonia/French Community 31+1 204
Brussels Capital 12+1 28
Overall Belgium 78 1074

Source: European Commission (2009b).

The Communities are in charge of education (including the university level), and research related
to their own competencies.

The Regions are in charge of economic support and technological innovation, and research related
to their own competencies. This includes, among other, the measure for technological and
industrial support, development of new products and processes, technology transfer, and the public
research organizations.

The Federal authority is responsible for research related to its own competencies, for scientific
research in particular areas (space and nuclear research), and for the federal scientific and cultural
institutes. It is also charged with intellectual property right (IPR) policy and tax policy including
fiscal measures in support of R&D. The regional entities and the federal authority have a number
of agreements regulating their joint cooperative efforts.

In general, policy mixes on regional and federal levels contain most of the modern policy
measures and instruments considered to be the ‘state-of-the-art’ in international practice. Figure 2
presents the relative shares of different support measures in total Belgian innovation policy mix.

Figure 2. Estimated annual budget allocations per policy priority and number of support measures in Belgium
2.2.3 R&D cooperation (joint projects, PPP with research

institutes)
2.1.1 Policy measures concering excellence, relevance and

management of research in Universities

2.3.1 Direct support of business R&D (grants and loans)

4.2.1 Support to innovation management and advisory services
1.2.1 Strategic Research policies (long-term research agendas)
5.2.1 Recruitment of researchers (e.g. fiscal incentives)

1.3.1 Cluster framework policies

4.3.2 Support to risk capital

4.3.1 Support to innovative start-ups incl. gazelles

5.3.2 Consultancy and financial incentives to the use of IPR.

Others

o% 5% 10% 5% z2o%  25% 30%  35%  40%

B % of budget per priority % measures per priority

Source: European Commission (2009b).
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Recent trends in Belgian innovation policy mix

As the objectives for innovation policy are set at regional level, we see different policy

development trends at different governance levels in Belgium. Recent, major trends in the policy-

mix can be summarized as follows:

« The Federal Government has continued to expand and strengthen the number of fiscal
measures in favour of business R&D and innovation, with notably the introduction of a new
R&D tax credit. Given the limited scope for action in favour of enterprise level investments in
innovation of the Federal authorities this orientation is coherent and responds to a long running
critique of the ineffectiveness of fiscal subsidies for R&D and innovation in Belgium.

« The Flemish Government has complemented the already fairly extensive horizontal IWT
program for R&D support targeted at specific bottlenecks in the innovation system and its
effort to encourage increased co-operation amongst networks of actors (the VIS projects) with
a number of measures that are more oriented towards enterprise creation and growth. These
measures are managed by the Flemish Holding Company, consist mainly of other means of
support than subsidies (loans, guarantees, etc.) and are partly financed by private parties.

« In Wallonia, the 2005 Priority Actions (‘Marshall Plan’) has given a new framework for
intervention in favour of R&D and innovation as described previously. In 2005, the Walloon
Government decided to allocate an additional appropriation of 270 million Euro between 2006
to 2009 in favour of R&D and innovation. In 2006, the main emphasis has been on
implementing this budgetary commitment through specific measures. The key new measure
has been the launch of the competitiveness poles.

o The region of Brussels-Capital has begun to develop for the first time an innovation policy,
through the drafting of a first regional innovation plan which is clearly influenced by the
specific nature of the urban economy confined to a relatively small geographic space. The
policy-mix being developed is based on a sectoral/clustering approach (priority for funding
being given to three specific sectors) complemented by a drive to stimulate creation of new
‘high-tech’ or knowledge intensive enterprises; and an effort to improve the commercialization
of the academic and public sector research base in the region.

The recent trends described above give us a good illustration of how fragmented is the Belgian
innovation system. Therefore there is increased attention for the need of enhancing inter-regional
cooperation. In particular, the recent declaration for regional policy in Wallonia emphasizes
extensively the need to enhance cooperation with the region of Brussels, in particular, by
providing increased policy coherence between the two regions. At the same time simplification of
the research and innovation support system has been an issue in Flanders, and has led to some
improvement. Similarly, in Wallonia attention was paid to administrative simplification which also
led to a more streamlined innovation policy mix. This common tendency can become even more
prominent when supported at the highest (federal) policy governance level. However the 2009
TrendChart report for Belgium still point out that division of responsibilities makes it harder to
fund interdisciplinary projects (EC (2009b)).

Innovation policy mix in Flanders

In Flanders, innovation is governed by the administration of Economics, Science and Innovation.
Under this administration, several agencies are in place to foster innovation. For policy execution
(but also with a role in policy preparation in their respective fields) there exist a number of
agencies, covering a broad spectrum of policy areas: competitive scientific research (FWO), R&D
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and innovation support to companies (IWT), training (SYNTRA), financial participations,
guarantees and loans (PMV) and entrepreneurship (Entrepreneurship Agency). The latter is a
recent merger of the agencies of entrepreneurship (VLAO) and economic support to companies
(Economy Agency). The Flemish Science Policy Council (VRWB) advises the Flemish
Government on the preparation and the evaluation of its science, technology and innovation policy
and has analyzed a wide range of issues including the future's main lead sectors in the field of
innovation such as the competence poles. Flanders has six universities (of which two are located in
the Brussels Capital region), four large strategic research centres (IBBT, IMEC, VIB, VITO) along
with a number of smaller competence poles (or excellence centres) for specific (mainly sectoral)
knowledge development and/or knowledge transfer.

In Flanders there is much continuity in the policy mix: most horizontal instruments for RD&I
support have been around for quite a while. Government budgets increased substantially
(approximately EUR 50 million was structurally added to the science and innovation budgets
annually in the last five years). Main change in the policy in the last five years was the increased
focus on entrepreneurship (with new measures related to start-ups and venture capital (VC)).
This increased attention addresses the important challenge to get from knowledge to business.
Furthermore the attention for cooperation increased, focusing on increased application of new
knowledge in industry (e.g. competitiveness poles, strategic research centres, VIS-program) as
well as developing more industry-oriented knowledge in universities (e.g. IOF and Strategic
Research Centres).

In Flanders, simplification of the innovation policy has been a main goal, as the set of instruments
appeared to be complete, but complex. Furthermore, 'greening' of the economy (i.e. sustainable
growth) and broadening the innovation policy to more focus on entrepreneurial activities were
main goals. Since 2009, the 'Flanders in Action' plan is the basis for the Flemish innovation policy.
At Flemish level, no new measures were implemented last year. In Flanders, the research and
innovation budgets have been increased significantly (with 45 million euro in 2008 and 75 million
euro in 2009, see EC (2009b)). Moreover, several instruments have been simplified.

The simplification of the regional policy mix in Flanders went parallel with moving towards more

integrated horizontal policy measures, which can be tailored to the needs of beneficiaries, and by

decreasing the administrative burden related to participation in government-sponsored programs.

According to the recent TrendChart analysis (EC (2009b)), in Flanders the following three

innovation policy measures are considered important:

« The Flemish Cooperative Innovation Networks (VIS, BE56) is a valorisation support
program of the IWT. The global objective of the VIS is to stimulate technological innovation
in Flemish enterprises, primarily SMEs, by increasing awareness of technological innovation,
improving access to technological knowledge and supporting the implementation of
knowledge in enterprises. The competence poles are one dimension of this measure. The VIS
scheme is a substantial measure in the innovation instruments (EUR 129 million on a
yearly base or around one quarter of the total Flemish support measures budget in 2009)
and has been used as a best practice instrument in Belgium. Furthermore, it is a
comprehensive, providing regional and thematic stimulation, as well as research budgets and
companies indicate that the VIS scheme is a good or even perfect match with their needs.
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« ARKimedes is an important investment fund for corporate financing, managed by the PMV.
ARKimedes doubles the risk capital of young companies that show potential for growth. The
ARKimedes fund has allocated EUR 105 million in several private partnerships. Together
with the private partners, a total of EUR 218 million is made available to invest in
promising companies. The ARKimedes fund thus succeeds in raising private investments in
young companies, which is important, especially in hard economic times. At the beginning of
2009, about EUR 66 million had already been invested in 92 Flemish SMEs. The added value
of ARKimedes in the Flemish innovation system is that it succeeds in mobilizing private risk
capital, and that it offers SMEs growth and innovation.

« The Strategic Basic Research (SBO) stimulates accumulation of knowledge that promises
economic benefits on the longer term. SBO positions itself between basic research — aiming at
building up knowledge, and more specifically applied science — aiming at the development of
products on a short term. The budget for the current call of SBO is EUR 38.6 million. SBO
does not yet close the gap between the longer-term basic research and applied science. A
recent impact assessment showed that especially firms are not involved enough in the SBO. As
changes have been and will be made to the design of SBO, its importance will be rising.

Further, among other instruments of importance we find such measures as the Strategic Research
Centres and the R&D subsidy program for companies.

Policy design patterns and governance issues

All three Belgian regions have at their disposal a relatively full set of policy measures. These
policy measures are implemented in a decentralized way with some coordination effort at the
federal and the inter-community level.

I terms of budget appropriations, we see that Brussels Capital and Wallonia/French community
have very similar priorities structures in their policy mixes (European Commission (2009b)). In
Flanders we observe a set of larger instruments, and a larger share spent on support for innovative
enterprises (for example, the VIS program for advisory services, and VC support). Flanders spends
less on measures towards improving governance and horizontal policies, yet it has a larger number
of measures in these areas.

In general, the innovation policy measures in Belgium do not target a specific industry. This
definitely holds for Flanders, which has a strong preference for integrated and horizontal policies.
As an exception, one can mention the competence poles programs in Flanders and Wallonia,
which focus on specific sectors (such as SMEs) or technologies (ICT and medical technologies),
although in the implementation stage the policy is realized in a horizontal manner. Furthermore,
the federal measure for innovation support consist virtually only of fiscal measures without fixed
budget.

When analyzing the recent tendencies in the policy mix, we in general can conclude that the main
changes are being made towards better and more efficient implementation of the existing policies,
with a trend towards concentration (thus centralization at the regional level) of the executive
bodies. In Walloon and Brussels region we observe the emergence of some sectoral priorities at
the level of policy initiatives.
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2.1.4 Case description: Flemish Innovation Cooperation (VIS)

. Policy type
o Decentralised, Sectoral-integrated (see below for details)

« Sectoral/Integrated
| Objectives/targets ‘

Sectoral Sectoral, but other Objectives of other
domains to be taken policy domains fully on
into consideration board (integrated)

Sectoral
Delivery process/ Other policy
instruments domains to be X

taken into

consideration

Other policy

domains fully on

board
. Centralised/decentralised

| National level | Regional level | Local level ‘

Conceive X
Manage X
Deliver X

« Global policy objective
The goal of the program is to increase technological innovation capacities in Flanders by
stimulating cooperation and knowledge transfer between research organizations,
intermediaries and companies. A long-term objective is to increase the competitiveness of
SMEs by reinforcing their innovative capacities.

« Design
The most important sub-programs are:

« Collective research (CO). Allowing large groups of companies to profit from specific
knowledge or technologies.

« Regional Promotion of Innovation (RIS). Assisting groups of companies that have a
technological problem in common. Stimulates networking between the companies and
knowledge institutes by funding the labour costs of cooperative projects.

o Issue-focused Promotion of Innovation (TIS). Aimed at groups of SMEs that need
innovation support in a certain area of technology. Funds short-term exploration
projects of one year’s duration where a certain domain is investigated for state of the
art, best practices, etc.

« Thorough Technological Advice (GTA) offered via accredited knowledge institutes.
Companies can obtain specialized technological advice (projects of maximum €7500).
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Except for the feasibility studies and the collaborative projects, for which continuous
applications can be submitted to IWT, the subprograms are annually ‘opened’ for
submission of new proposals. IWT prepares and launches the various calls for proposal,
manages the process of evaluation and selection, handles the contractual process, and
monitors the performance of the different projects.

Financing in the framework of the VIS program is provided on competitive basis. In
addition to the selection criteria, the funding authorities apply several evaluation criteria,
such as: 1) quality of the proposal, and 2) innovation potential of the proposal.

Furthermore, IWT can take into account several criteria referred to as ‘socio-economic
effects’, such as: 1) contribution to sustainable development; 2) contribution to other
policy objectives; 3) domain exceeding character of the project; 4) interregional and/or
international character of the project.

« Institutions and funds
The beneficiaries of the policy program are Belgian (i.e. registered under Belgian law)
companies, located in Flanders. Typically, only consortia of companies, large groups of (more
than 10) companies, clusters, ‘poles of competence’ or alliances of companies and research
institutes are eligible for the support program.

The funds are administered by IWT, the government agency for Innovation by Science and
Technology. The general mission of this institution is helping Flemish companies and research
centres in realizing their research and development projects. IWT offers financial funding,
advice and help accessing the network of potential partners in Flanders and abroad. IWT also
provide support services to Flemish Government in its innovation policy.

IWT is funded by and falls under the authority of the Flemish Government. The legal basis for
the development of these activities by IWT is provided by the resolution on Flemish
Innovation Cooperation Network adopted by the Flemish government in May 2002. The
Decree on Science and Innovation (30 April 2009) sets out the most recent description of its
mission and assignments.

Position of the VIS programmed in the Flemish policy mix

The activities in the framework of the Flemish VIS program are situated in the following areas:
e R&D cooperation (joint projects, PPP with research institutes)

« Direct support of business R&D (grants and loans)

When related to the national and regional policy agendas, besides the ‘horizontalisation’ and
further integration of innovation policy in various policy domains, the Flemish government
emphasizes the importance of knowledge transfer to Flemish SMEs. This is partly based on the
recognition of the large innovation potential in this type of companies. Furthermore, the Flemish
industrial structure is to a large extent (almost 80/20 relation) SME dominated. Adequate support
of SME:s in getting access to relevant knowledge and know-how is therefore essential. To the
background of the increasing awareness of ‘open innovation’, knowledge transfer (and thus
networking) becomes a key element for a successful science, technology and innovation system.
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The Flemish Innovation Cooperation network (referred to as “VIS’) aims at stimulating
networking and knowledge transfer.

The VIS program represents a clear example of a horizontal policy measure directed at stimulating

innovation in enterprises through the following set of different mechanisms:

« Financial support of R&D projects in firms and knowledge diffusion;

« Co-ordination of the various innovation actors working with financial support of the Flemish
government;

« Strengthening the services provided in the area of innovation stimulation;

« Development of a knowledge centre for R&D and innovation in Flanders.

As we mentioned above, the budget of the VIS program comprises almost a quarter of the total
innovation support budget of the Flemish region. In 2008, IWT paid various Flemish Innovation-
related Collaboration (VIS) projects a total subsidy of 39.6 million Euros (from the total 297
million Euros spent on R&D-related projects); in addition, 2.8 million Euros went to interface
services of the Flemish universities IWT (2008)). By the main components the scope of the
program can be described as following:

« Collective research (CO)

o Collective Research (CO) builds knowledge and translates it into innovative applications to
be used by a range of companies. IWT paid 8.5 million Euros to 18 out of 34 collective
research projects. The quality and valorisation potential of these projects are equally
important during selection.

« Regional Promotion of Innovation (RI1S)

» Each out of five Flemish provinces has its own regional innovation centre. IWT funds these
centres to stimulate innovation in their region. The funding program is called the Regional
Promotion of Innovation (RIS). At the end of 2008, IWT evaluated the performance of the
various provincial innovation centres and established that they have met and even exceeded
their goals (Verbeek (2008)).

« Issue-focused Promotion of Innovation (TIS)

o Companies — especially SMEs — can contact IWT for Issue-focused Promotion of
Innovation (TIS) projects, a funding program for those tackling common technological
problems. IWT assists in these projects by tracing synergies between various companies and
between companies and knowledge centres. In 2008, 50 consultants were working full time
on 43 TIS projects. IWT funded 18 out of 29 newly applied TIS projects at a cost of 6.9
million Euros.

« Thorough Technological Advice (GTA)

o IWT brings companies in contact with recognized knowledge centres for technological
advice. At the end of 2008, 22 knowledge centres were offering 56 technological
consultancy services. IWT financed 19 out of 43 technological service projects to the tune
0f 9.3 million Euros. IWT also paid out 1.2 million Euros to 31 applicants for Thorough
Technological Advice (GTA). As of 2009, the “SME wallet” replaced GTA funding.
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2.1.5 Impact of the case study

Method

The VIS scheme was evaluated recently in several parts (among which we find the four
subprograms mentioned above) (Verbeek 2008).

Figure 2 — Hierarchy of objectives entire VIS-program (focus on TD, TIS))

Creation of economic growth and

jobs

Improve international (technological)
competitiveness

Stimulate (and deepen) technological
innovation process in companies

Source: Verbeek 2008

The objectives of the program (see Figure 2) and subprograms have been the starting point of the
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analysis. These objectives have been ‘translated’ into anticipated effects that have formed the basis
for the development of the questionnaire and the analysis of the results of the survey.

The main research questions addressed by the evaluation projects are:

« Do the services provided under the VIS-program (and mainly the TD and TIS-subprograms)

improve the international (technological) competitiveness of the companies that have received
these services?

« Do the services provided under the VIS-program stimulate and deepen the technological
innovation process in companies?
« Do the services provided under the VIS-program facilitate the transfer of the results of

publicly financed research to companies?
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Do the services provided under the VIS-program support the application of (technological)
knowledge in the firm?

Results
Below we present the main findings of the analysis of the effects of the VIS-program, both at the
level of the companies and the actors outside the VIS/VIN-network:

L]
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‘Generic’ services are more frequently used than ‘company-specific’ services.

In general, based on the interviews we carried out, it can be concluded that smaller companies
depend more on the services provided under the VIS-program than larger companies (e.g. 62%
of the companies indicates not that have used any commercial service provider over the period
2004-2006). At the same time we see that ‘generic’ services are used more frequently than
‘company-specific’ services. Regardless the size of the company, the more frequently used
services concern the following: personal visits from an innovation advisor, telephone-support
and the use of test-facilities. Less frequently used are the development of an innovation plan,
company-specific advice, and audits.

The companies indicate a strong fit between their ‘needs’ and the services offered under
the VIS-program.

63 % of the companies in the sample have reported that the services provided under the VIS-
program strongly fit their needs; 35% indicates a weak fit, whereas only 2% of the surveyed
companies see no fit at all. This confirms that the design and development of the services by
the intermediary organizations is indeed based on the needs of the company-clients.

Compared to the commercial services, the VIS-services score well in relation to ‘costs’
and ‘broadness’

The companies (38%) that have used commercial services over the period 2004-2006, and thus
are able to compare, indicate that the VIS-services score well in comparison to services
provided by other service providers. Particularly, they refer to the lower costs of the services
and the ability of the VIS-service providers to provide more integrated solutions (broader
support). At the same time a slight majority of the companies (about 56%) acknowledges the
higher quality and state-of-the-art character of the commercial services when comparing to the
VIS-services.

There are positive indications that the VIS-program (focusing on TD and TIS) succeeds

in achieving its longer term objectives and effects.

o The VIS-program helps to improve the technological (and innovation) capabilities of the
companies: the ability of the companies to understand and improve technical problems is
most positively influenced.

Most of the respondents agree that the VIS-program does positively influence several
aspects of a company’s technological capabilities. In general, the respondents agree mostly
with the positive effect of the services on the ability to understand and solve technical
problems and to become acquainted with new technologies which have been unknown to
the company in question. Based on the survey, no real agreement could be found on
whether the services offered have stimulated and/or helped companies to develop an
innovation strategy (mean value of 2.05 on a scale to 4).
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The agreement becomes more distinctive and stronger when frequent and the non-frequent
users are distinguished. The frequent users agree significantly more to the positive effects
of the services on their technological (and innovation) capabilities. Taking into account the
effect of an internal R&D department or facility, it is found that companies that do not
have an R&D department or facility benefit more from the services when it comes to
becoming acquainted with new technologies and the ability to apply them.

o The VIS-program helps to improve the (technological) competitiveness of the
companies: quality and range of products/services as well as the overall value-added
of the company are most positively influenced.

Most of the respondents indicate positive effect on the range of products, the development
of new markets, the quality of services and products offered, and the general value-added
of the company. Particularly positive are the effects of the services on: a) the quality of
products and services of the company, b) the range of product and services that the
company, and c) the value-added of the company.

The effects of the services on the development of new markets and the value-added of the
company are significantly stronger for smaller companies than for larger companies.

o The VIS-program facilitates networking but to a lesser extent formal collaboration.

On average, 1/3 of the companies has reported that the services have had a positive effect
on the possibility to expand their network with other ‘players’ in the economy such as
other companies, competitors, suppliers, universities, and consultants. When looking at the
effect on network consultation, companies agree that due to the VIS-services they are
more frequently contacting network partners. The most outspoken is the consultation of
network partners on more general ‘business-related’ challenges. Innovation and R&D
related challenges follow. This network consultation does not always translate into more
‘formal’ types of collaboration.

« “Frequency of use” of services plays a role of importance
Throughout the analyses it appeared that frequency of use significantly affects the benefits that
a company may have from the services provide under the VIS-program. The effects of the
services on the frequent users is systematically higher that the effects of the services on the
less-frequent users.

« The VIS-program/network does not seem to have negative side-effects on the landscape
of S&T actors outside the network
Based on a number of interviews with actors outside the VIS-program and network, there
seems to be no direct disruptive effects on the actors/market outside the network. Occasionally
there is competition, especially in relation to services that have been taken up by
external/commercial service providers. There is in this context a ‘spill over’ effect, namely,
new services/solutions are developed inside the VIS-network and are taken-up after some time
by the external/commercial players. It is stated that it is “a ‘task’ of the knowledge centres
inside the VIS-program to develop new ideas and services, and that it is a ‘task’ of the
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commercial providers to take these up and develop them further”. In this light there is a
‘complementarity’ between the two spheres which often results in (formal) collaboration.

Analysis: Governance Issues and Determining Factors

The VIS program is clearly a regional policy measure directed at stimulating cooperation in R&D
between private and public research institutions. The subsidized services are provided to local
enterprises on a competitive basis.

The VIS program is functioning in direct contact with the beneficiaries (mostly SMEs). It has been
shown that the frequency of such contacts does play a role in determining the overall effect of the
firms’ participation in the program. The more often the firm comes in contact with VIS-subsidized
activities, the greater positive effects it has on her innovative performance.

This seems to suggest that the development of long-term relations with company-clients and
thus a frequent interaction are important preconditions for realizing (lasting) positive effects. It
should be mentioned that this does not necessarily involve a high frequency of recurrent and
identical support services, but rather an evolving trajectory with different types of support.
VIS program appears to be able to influence the quantity and quality of similar services provided
in the private sector. Based on the interviews with firms and service providers evidence has been
found that the services and solutions developed in the cooperation framework kick-started by VIS
later become available and used by other independent players who in their turn developed them
further and brought to the market.

Among factors contributing to good performance of this policy measure users name its ability to
meet the needs and requirements of the beneficiaries. The program has a wide selection of services
available in different formats and with different content, which makes it easier for the users to
obtain the services they need.

The ‘broadness’ of the provided services is another positive factor. Although not being superior to
services provided in private sector it terms of their technological advancements and state of the art,
the services by VIS providers are broader and better packaged in the form of integrated solution.
In the light of the recent trends in the Flemish policy mix, the VIS program provides a good
practice example of the sectoral policy measure, which is here to stay. As Flemish and Belgian
innovation policy mix progresses towards more horizontal rather than sectoral approach, it is
important to realize that some of the sectoral policy measures have their place in the updated
policy mix.

Analysis: Economic impact of public support for cooperation

It is very challenging to provide a quantifiable measure for the effect of public support for
cooperation in R&D and innovation. The above evaluation has been conducted at the firm and
project level, thus considering the impact of policy on research and innovation currently under way
in enterprises. It is beyond doubt that the outcomes of these efforts have a long way to go before
they come to the market and their actual economic effect becomes visible.

Therefore if one must derive the economic effects of the VIS program, one must undertake an
additional step to translate the results of the policy in relation to its objectives into the quantified
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economic benefits. We argue that at the moment it is not feasible to provide an adequate
translation procedure to calculate such effects, mainly because many of collective innovation
supported by the VIS program has not yet materialized in the market. What we can do already is
taking a step towards qualitative assessment of the economic impact while considering the
indications about the programs progress towards its objectives.

The respondents in evaluation do agree with the statement that support provided in the framework
of the VIS-program helps the firms to approach their technical problems in a more effective and
efficient way. This serves as an indication that the firms are able to perform their R&D more
efficiently, which is likely to produce two economic effects: decrease the cost of R&D and
improve its returns, which in its turn increases the chances that a particular R&D project will
become undertaken and produce an innovation otherwise considered not profitable to the firm.

It has also been stated by the interviewed firms that the R&D carried out with support of Vis has
contributed to improving the quality of their products, which therefore, positively affect that value
added of the company and provides benefits to the consumers.

The effects of the VIS-support related to networking, although positive, are even more difficult to
quantify, because these cannot be linked directly to business expansion, production efficiency, or
the product quality improvement, thus leaving too much uncertainty about its true effect. Taking
into account the fact that the network consultations rarely lead to more formal forms of
cooperation (as indicated by the respondent), the economic effect of the VIS program in this area
remains unknown.

Comparison with cases in other EU-Member states

The elements of the Flemish Cooperative Innovation Networks programme by their design and
implementation resembles several other cases in our analysis:
o VINNVAXT programme in Sweden in the segment of thematic and problem-oriented
cooperative research between public and private innovating actors;
The programme aims at supporting regional innovation systems to make them internationally
competitive and sustainable over the long term. The goal is therefore to contribute to the
development of problem-oriented research. The focus is a triple helix model of collaboration
between the public, private and research/academic sectors.
« INGENIO programme in Spain, especially the CENIT sub-programme directed at public-
private interaction in research;
INGENIO 2010 aims to use the initiative to involve the State, businesses, universities, and
other public research bodies in a determined bid to attain levels in keeping with Spain’s
economic and political weight within Europe.
The CIBER (and RETIC) projects of the INGENIO programme encourage outstanding
research in Biomedicine and Health Sciences conducted in the Spanish Health System and the
Spanish Science and Technology System by developing and enhancing Network Research
Structures.
e OSKE programme in Finland in the context of thematic and regional orientation of
cooperating clusters.
The aim of the Centre of Expertise Programme is to enhance regional competitiveness and to
increase the number of high-tech products, companies and jobs. To achieve this goal, the
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programme implements projects reflecting the needs of industry, to encourage industry,
research and training sectors to co-operate, to ensure rapid transfer of the latest knowledge
and know-how to companies and to exploit local creativity and innovation.

All three countries, where these comparable cases come from, can be currently characterised as
countries with predominantly sectoral policy implementation tradition with different degree of

centralisation. Two of these countries are innovation leaders (Sweden and Finland) and one is a
moderate innovator (Spain). Yet as we mentioned above, these countries also show a noticeable

shift towards more integrated innovation policy design, and the corresponding cases serve as
examples of such a shift.

Conclusions

The main objective of this programme is to stimulate cooperation and knowledge transfer between
research organizations, intermediaries and companies. A long-term objective is to increase the
competitiveness of SMEs by reinforcing their innovative capacities. Below we present the main
results of this case study in the context of the key research questions.

a.

Current balance in policies

The VIS programme fits well into the current structure of Belgian innovation policy mix,
which is predominantly structured around decentralised (at the federal level) and integrated
policies.

Arguments to justify policies

The programme was designed according to a bottom-up approach as a comprehensive
measure, providing regional and thematic stimulation, as well as research budgets. Additional
favourable factors were the local regional nature of the policy (thus shorter ‘administrative’
distance for both the beneficiaries and the policy administrators) and the fact that the Flemish
region does have the necessary knowledge capacity available, which provided an extra
impulse to public-private cooperation.

How can impact of each type of policy be judged

The performance of the VIS measures has been judged positively in several external
evaluations (for details see the Case Description). The main advantage of this policy is its
ability target different kinds of participants and activities employing different instruments and
their combinations. The companies indicate that the VIS scheme is a good or even perfect
match with their needs.

Has the balance shifted over time?

As for the recent tendencies in the Belgian policy mix, the VIS programme has undergone
certain corrections with an objective of streamlining its implementation and decreasing the
administrative burden for both beneficiaries and administrators. The global balance of
decentralised/centralised and sectoral/integrated policy approaches in the Belgian policy mix
does not exhibit any considerable shifts, which in this case would allow us to consider the VIS
programme as an example of a good practice in the context of a ‘mainstream’ national policy.
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e. Arguments to support the shift
As of this moment, the Belgian innovation policy mix does not exhibit considerable shifts.
Most efforts are directed towards improving effectiveness and efficiency of the current policy
measures implementation.

f.  Balance top performers

The elements of the Flemish Cooperative Innovation Networks programme by their design and

implementation resembles several other cases in our analysis:

e VINNVAXT programme in Sweden in the segment of thematic and problem-oriented
cooperative research between public and private innovating actors;

« INGENIO programme in Spain, especially the CENIT sub-programme directed at public-
private interaction in research;

e OSKE programme in Finland in the context of thematic and regional orientation of
cooperating clusters.

All three countries, where these comparable cases come from, can be currently characterised as
countries with predominantly sectoral policy implementation tradition with different degree of
centralisation. Two of these countries are innovation leaders (Sweden and Finland) and one is a
moderate innovator (Spain). Yet as we mentioned above, these countries also show a noticeable
shift towards more integrated innovation policy design, and the corresponding cases serve as
examples of such a shift.

The current objectives of the program are quite broad, which can be considered to be in line with
the broad and bottom-up approach that underlies the VIS-program. To summarize the set of factors
contributing to success, one can say that the main advantage of the VIS-initiative lies in its ability
to meet the individual needs of participants, which in this case is mostly due to the local regional
nature of policy and the fact that the Flemish region does have the necessary knowledge capacity
available.

With a certain degree of confidence we can conclude that the total economic effect of the VIS-
program in Belgium is likely to be positive. We expect most of the benefits to originate in the fact
that the public support for R&D cooperation makes R&D more efficient and effective, extends the
number of potential innovations, and contributes to improvement of product quality at firms.

In general, with an emerging trend towards more horizontal and integrated policy implementation
in Belgium, the VIS program provides an example of a balanced approach to sectoral policy
design and objectives combined with the horizontal integrated approach to implementation.
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Czech Republic: ROZVOIJ support programme
This Case Study

In this case study we carry out a detailed examination of performance and evaluation results for
one of policy measures in the Czech innovation policy mix:
e Support programme to dynamically growing SMEs (ROZVOJ).

The study consists of four parts. In the first part we examine the Czech innovation policy mix and
analyse its main features along the dimensions of centralised/decentralised and sectoral/integrated
policy design. In the second part we describe the case policy, its objectives, design and
implementation mechanism. In the third part we make an overview and analyse the results of the
policies past impact evaluations. The fourth section of this study concludes and presents answers
to the main research questions formulated in the general analysis framework.

Innovation performance and policy mix in the Czech Republic

The aim of this chapter is to describe the latest evolution and changes in the system for support of
research, development and innovation (R&D&I) activities in the Czech Republic focusing on the
latest changes which took place during 2008 and 2009. The political and institutional setting,
however, cannot be described fully without understanding the context. Therefore, the chapter starts
with a short description of the latest socio-economic developments in the Czech economy and its
position in EU27.

Economic performance

A gradual convergence of the Czech economy started after 2001. Since 2001, Czechia managed to
get closer to the EU27 average — from the initial 69 % of the average GDP per capita in EU27 to
circa 80 % of the EU27 average in 2008 (see figure 1). Among the new Member States, the Czech
GDP per capita rates among the highest, having been exceeded only that of by Slovenia. However,
the Czech Republic (CR, Czechia) lagged behind Slovakia and Poland according to the growth
rate'' parameter.

" Strategic Report of the Czech Republic, 2009
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Figure 1: GDP per capita in Purchasing Power Parityas a percentage of the EU average, 2000 and 2008
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The catching up process of the Czech economy is regionally differentiated. The key driving force
of the overall growth of Czechia has been so far the city region of the capital Prague together with
Central Bohemian Region which forms its functionally integrated hinterland. The remaining
twelve NUTS 3 regions did not show much differences and almost none of them had managed to
reach by 2006 its economic level of 1996. There are two exceptions — the Karlovarsky and
Olomoucky NUTS 3 regions. Their economic performance was low even during the period of
economic growth which indicates the risk of increasing regional disparities in future.

Czechia is lagging behind the EU countries also in its labour productivity, even with a larger
difference than that in the case of the GDP. Although the productivity growth in the CR rated one
of the highest among the new Member States between 2000 and 2008, the productivity of the
Czech economy reached only 72 % of the EU27 average in 2008.

The economic growth of the CR after 2001 is closely related to the inflow of FDI into the Czech
economy or into selected branches of manufacturing industries respectively. The companies under
foreign control have significantly contributed to the growth of the labour productivity; in general it
exceeds considerably the productivity of domestic companies'?.

The highest volumes of the FDI were motivated by the transfer of export oriented production with
a low value added from Western European countries to the new Member States characterised by
cheaper labour and production costs".

Due to these factors, the position of the Czech Republic in the global production networks is
characterised by a relatively high share of manufacturing industries. It can even be called “second
industrialization”. The growth of the manufacturing industries together with growing exports

"2 1n 2006 the labour productivity of domestic companies reached only 53 % of the labour productivity of the companies under foreign control.
'® Market-driven FDI represent a second large group of the FDI stock in Czechia. These investments were directed mainly to service
industries such as trade, financial service etc.
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associated with the FDIs located in Czechia, were a crucial driving force behind the economic
growth during the years 2002-2007.

Because of the high volume of FDI and growing exports, the Czech Republic has become an open
economy strongly dependent on the economic performance of its key business partners,
particularly Germany but also some other Western European countries. The current economic
crisis has led to a drop of the external trade, that immediately had its effect on the Czech economy.

The crisis has also brought a strong pressure towards cutting companies” costs. This can result in a
lower inflow of new investments into Czech economy. It has already caused lower investment
activity of companies in Czechia, an thus a quicker outflow of the foreign investors into lower-
costs locations. Consequently, to stay competitive, the Czech Republic should continuously
change its orientation towards knowledge-based activities rather than remain the country with the
cheap manufacturing labour.

Knowledge based economy

The knowledge-based competitiveness factors in Czechia are still limited, dispersed and
fragmented. This is demonstrated by the latest European Innovation Scoreboard (EIS) where
Czechia is positioned in the group of Moderate innovators with innovation performance below the
EU27 average, but the rate of improvement above that of the EU27.

Relative Czech strengths are located in such parameters as economic effects and innovators,
particularly in achieved reduced labour costs and reduced use of material and energy. This is still
partly the result of previous economic specialization and cannot be truly regarded as an innovation.
Similarly, high employment in high-tech and medium-tech manufacturing and services, another
stronger factor of the Czech economy in the EIS, can be explained by the broad definition of these
categories (for a more detailed discussion see e.g. Srholec, 2005) rather than attributed to the real
representation of high-tech activities (activities, not industries).

Furthermore, a relative Czech weakness is observed in throughputs and finance and support. This
is also demonstrated by thebelow EU average position of Czechia according to the most common
R&D indicator — R&D intensity, and a very weak position in the output indicator — EPO patens
and community trademarks and designs.

A similar picture is observed in the Global Competitiveness Report 2009-2010 where Czechia still
belongs to countries in transition. It is ranked 31 compared to 33" position in years 2007-2009
(see figure 11).
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Figure 2: Global Competitiveness Index 2009-2010
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The main findings of the 2009 Regional Innovation Scoreboard show that there is considerable
diversity in regional innovation performance and Czechia belongs to the most heterogeneous
countries in EU27. The R&D capacities (i.e. R&D expenditures, personnel, research organizations,
universities etc.) are concentrated basically in two regions — metropolitan region of Prague-Central
Bohemia and South Moravian region making up together for 71 % of all the expenditures on R&D
in the Czech Republic in 2008. On the other hand, in Karlovarsky region the R&D expenditures
account only for 0.1 % of the total GERD in Czechia. These results emphasize the need for
policies to reflect the regional context; however, as shown in the following chapters, this is not the
case in the Czech Republic programmes and interventions in RTD.

223 Governance issues

The Czech research and development (R&D) system is a primarily centralised one, with a balance
between public and private funding. Private investment in R&D accounts for some 54 % of total
R&D investment and is dominated by foreign-controlled companies (see e.g. Zizalova, Csank,
2009). The public sector funding channel is split between the higher education and the Czech
Academy of Sciences. The former is less research-oriented and more focused on teaching while
the latter deals mainly with research activity, predominantly in basic research.

At the policy level, the key role is assigned to Research, Development and Innovation

Council (until 2008 R&D Council) which prepares a plan for allocating public funds for R&D,
including the division of funds among relevant responsible bodies. The R&D Council includes
representatives of both public (universities, Academy of Sciences) and private research
representatives (Association of Research Organisations and individual large companies).
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Three main bodies are responsible at operational level for R&D&I policy, funding and

intervention measures:

o  Ministry of Education, Youth and Sports (MoEYS) which has a special position in relation to
publicly supported R&D. It is responsible for the preparation of national R&D policy/strategy
documents, as well as for international R&D cooperation, and it provides funds for research
conducted at universities and also coordinates the National Research Programme.

e Czech Science Foundation (=Grant Agency of the Czech Republic, GACR)

o Ministry of Industry and Trade (MolT) which is responsible for industrial R&D and still
represents the main body responsible for public support of private R&D (competitive grants
for private sector and collaborative grants between public and private sectors).

The Czech R&D system went through a significant reform in the last two years at the operational

level. The key aims of the reform were:

1) simplification of the system, including an introduction of institutional funding based on
results;

2) reduction of the number of funding bodies (from current 22 to 11), incl. introduction of a
Technology Agency for Applied R&D;

3) supporting excellence in R&D a ensuring the exploitation of results for innovation processes;

4) making the programme support from public sources conditional on co-funding of R&D
activities by third parties (commercial partners);

5) more flexible organisational structure of public R&D;

6) supporting supply of personnel for R&D and innovation;

7) increasing the intensity of international cooperation in R&D.

Regional Policy and RTD policy in the Czech Republic

RTD policy in the Czech Republic has not been explicitely linked to the Czech regional policy and
their links have not been more than a declaration of intentions until recently. First changes,
although minor, were brought in by the EU cohesion policy and its interventions after the Czech
accession to the EU. Innovation became part of the Operational Programme Industry and
Enterprise 2004-2006. Research, development and innovation interventions became more
integrated into the Czech regional policy in the new programming period 2007-2013. It was caused
particularly by the increasing importance of the knowledge-based competitiveness as it has been
stressed in the EU Cohesion policy.

The RTD policies and programmes are central policies in the Czech Republic, with the strong
sectoral orientation. These policies are centrally (and sectorally) conceptualised, established and
generally managed. There is also very limited real integration of programmes or interventions (if
any) at the central level.

However, there has been a very active role of regional governments particularly in elaborating and
implementing (certain kinds of) RTD projects. These projects have been mostly (but not
exclusively) funded by the respective operational programmes and have been aimed at building
various kinds of hard infrastructure to stimulate innovations. Regional governments and cities
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were among the beneficiaries of the OPs and they usually built Science and Technology parks or
Innovation Centres or Business (Innovation) Incubators'*.

Hence, even if at the central level the sectoral approach still prevails (though its problems are now
recognised and may become gradually resolved), the regional government and larger cities
(regional capitals mostly) do implement their innovation and R&D interventions as part of the
wider/integrated economic development. Therefore, the regional level is quite important in the
Czech Republic for integrated development approach. Some regions (see below) have even
developed their own programmes in the area of innovation and R&D support.

The most successful case is the South Moravia (NUTS 3) region which developed its 3™ Regional
Innovation Strategy in 2010, with the first two having been successfully implemented by using
various national resources, but also combining them with the regional funding. The South Moravia
regional government in cooperation with the City of Brno established several organisations which
developed a mix of tools to implement the Regional Innovation Strategy, many of them as pilot
projects or programmes; some of them possibly unique in the Central European countries.

Finally, the Czech Government has adopted a Regional Development Strategy a part of which
deals with the economic growth based on technology and innovation type of interventions, in
coherence with the EU Cohesion Policy. This Strategy integrates a wide array of sectoral
objectives and priorities into one, cross-sectoral policy tool, with the aim to (broadly) coordinate
interventions of different ministries, agencies and government levels. However the implementation
of the Strategy remains at the sectoral ministries or regional governments and certain doubts
prevail as to the real adjustment of the sectoral measures/programmes to the Strategy and its
intentions.

As part of the Regional Development Strategy, the Czech Government has also decided about the
list of affected regions in which the state support will be concentrated'”. Some of the state sectoral
interventions are then focused on these regions (such as ROZVOJ II programme) or these regions
have more favourable conditions for state interventions (such as Active Labour Market Policy).
Therefore, the list of affected regions is a tool which enables the state interventions to be
regionally specified but it does not require such a specification in case of particular interventions.

Recent developments in Czech innovation policy mix

The framework of the innovation policy in the Czech Republic in recent years was shaped by the
National Innovation Policy (NIP) 2005-2010. For the fist time, the Czech Republic’s government
adopted a strategic document which focused on innovation. It addressed the principal problems
related to the innovation system in the Czech Republic, out of which many were of a structural
nature or required institutional changes rather then direct interventions only.

' Other beneficiaries were private entities, too, but their intentions were rather narrow, not incorporating among their main objectives
economic development of the territory.
'® Gov. Resolution 560/2006 on the Regions with Concentrated State Support, updated by Gov. Res. 141/2010.
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The NIP consisted of 48 concrete targets which were mostly implemented successfully (EC, 2009).
A number of measures was carried out to strengthen R&D as a source of innovation. Most of the
measures to improve HR for innovations were implemented only partially. The legislative
measures as well as measures dealing with structural changes have not been implemented in many
cases. Instead, they have been incorporated into more recent strategic documents.

One of the main, still remaining barriers of the Czech system is the low interaction and
cooperation between public research institutes and industry. The Czech system has become
fragmented and scattered during the transformation period of 90s, and vertical links have started to
be rebuilt gradually only in recent years. The new R&D institutional system is aimed at
diminishing the existing large sectoral fragmentation; it also stresses the horizontal cooperation
among various bodies, nevertheless it is still dominated by centralised, sectoral approaches.

Support of R&D and of innovations is divided between different sectors/ministries. This causes
unclear responsibility for delivering innovation policy and it also makes it difficult to coordinate
interventions in a ”grey zone” between research policy and business development. Such
coordination is very weak, if it exists at all.

Another milestone of this reform is the drafting of the new National R&D and Innovation Policy
for 2009-2015 (NP RDI) which replaces the current NPRD for 2004 — 2008 and the National
Innovation Policy for 2005 — 2010. Hence, as the NIP was the first innovation policy document,
the new NP RDI is the first strategic document that deals with the Czech innovation system as a
whole (incl. R&D, innovation and education).

This document focuses on nine areas of the national innovation system:

« Establish a strategic management of RDI at all levels based on systematic impact assessment
of the National Policy as well as analyses of RDI;

o  Target the public support to RDI in line with demands of sustainable development;

o Increase the efficiency of the public support to R&D;

« Utilize the R&D results in innovation processes and enhance the cooperation of the public and
private sector in RDI;

« Intensify the Czech Republic’s involvement in international RDI cooperation;

« Provide qualified human resources for RDI;

« Create an environment stimulating RDI in the Czech Republic;

« Ensure the compatibility and linkages of the National Policy with other sectoral policies;

« Ensure consistent evaluation of the RDI system.

The NP RDI introduces several major changes to the innovation governance system such as the
establishment of one central coordination body responsible for RDI (due in 2013), reducing the
number of the budget chapters, through which R&D is supported, and the establishment of the
Technology Agency described in the previous chapter.

This shall lead to better horizontal coordination and to integration of R&D&I policies,
programmes and measures across several sectors. However, wider coordination with other
policies, integration with other development programmes or integration across several levels of
governance is not envisaged, or is likely to be only formal.
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Additionally, the NP RDI aims to achieving higher efficiency of the public support by adoption of
a more effective approach to the evaluation of the R&D. The level of utilisation of the R&D
results in innovation, especially in industry, will be one of the indicators set up by funding bodies.
The NP RDI aims to address other key deficiencies of the Czech innovation system which can be
summarized into the following points'®:

« the lack of cooperation between the research and the business sector and

« the lack of researchers and S&E graduates.

Strengthening cooperation between public research and industries is among the main targets of the
new NP RDI. It puts emphasis on collaborative research and, in particular, applied research
projects with joint participation of research organisations and businesses. The introduction of a
system of innovation vouchers is another important policy measure aiming to increase research
cooperation between industry and public research. This system should be ready to be implemented
in 2013.

Ensuring quality of human resources for RDI is one of the nine key innovation policy targets of the
NP RDI. It puts emphasis on international and horizontal mobility of young researchers. In this
respect, the aim is to promote internships for doctoral students and young researchers at prominent
European and world workplaces, which will enable their involvement in international research
projects. Students will also be encouraged to stay at prestigious foreign universities, where they
can get their first international experiences and establish contacts with top experts.

Mobility between public research and industry will be intensified by creating programmes that will
allow young researchers and S&E graduates to participate in research projects of businesses
(especially SMEs).

Research, Development and Innovation in the Czech Cohesion Policy

A major policy and intervention tool for the Czech Republic is the EU Cohesion Policy, which
provides funding for numerous interventions in 2007-2013. There are 3 Operational Programmes
for the programming period 2007—13, which provide different types of support to RDI in
Convergence Objective regions:

e Operational Programme Enterprises and Innovations (OP EI)

e Operational Programme Research and Development for Innovation (OP RDI)

e Operational Programme Education for Competitiveness (OP EC)

The first two programmes (ERDF) are dominated by centralised, grant based
measures/interventions. Grants are provided to beneficiaries mostly in order to support building of
a hard infrastructure, both in public as well as in private sectors. The third programme (ESF)
contains some strongly decentralised measures, but only in primary and secondary education while
the tertiary education, important for the R&D is implemented centrally by providing grants to
beneficiaries (tertiary schools, mostly universities).

'® Based on several documents: Blazek, UhliF, 2007, Zizalova, Blazek, 2010, Analyses of the Existing State of Research, Development and
Innovation in the Czech Republic and a Comparison with the Situation Abroad 2009, Green Paper on the Research, Development and
Innovation in the Czech Republic, White Paper in Tertiary Education. The documents are listed in References.
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The Operational Programme Enterprise and Innovation is one of the key programmes contributing
to the Czech NSRF 2007-13 strategic objective “Competitive Czech Economy”. Its interventions
are mostly focused on improving competitiveness of companies in the Czech Republic, in
compliance with the Community Strategic Guidelines, mainly by increasing innovation
performance of industries and services at the level of developed European countries'”.

Table 1: Allocations of the OP El per priority axis
Priority axes Total allocation*

Priority axis 1 — Establishing of companies €79074 126
Priority axis 2 — Development/growth of companies € 663 006 134
Priority axis 3 — Energy efficiency € 243 305 004
Priority axis 4 - Innovations € 680 155 247
Priority axis 5 — Business and Innovation Environment € 1076 624 642
Priority axis 6 — Services for Business Development € 209 546 434

* EU contribution only, without national match funding, TA priority axis not included

Source: OP Enterprise and Innovation

Priority axis 3 and Priority axis 4 are fully aimed at innovation support, providing various tools
(see later), particularly for private sector beneficiaries. Other priority axes also include tools that
are innovation or even R&D focused, such as ICT support which is part of Priority axis 2 or
Science and Technology Parks which are part of Priority Axis 5. Some of tools are also available
for public sector.

The operational programme and all its tools are centrally managed and cover all the Convergence
regions. The only exception is part of the Priority Axis 2, programme ROZVOIJ 11, which is
limited only to selected regions (see later), but still managed at central level.

Particularly in the Priority Axis 5 — Business and Innovation Environment important beneficiaries
may also be public bodies at regional/local levels so that the OP, though centrally managed,
contains a strong regional development feature in this part.

Operational programme Research and Development for Innovations is aimed at strengthening the
Czech R&D and Innovation potential that should contribute to its economic growth,
competitiveness and to creation of highly qualified workplaces so that the Czech regions can
become important locations of these activities within Europe'®.

"7 OP Enterprise and Innovations, available at: http:/www.mpo.cz/dokument12175.html
'8 OP R&DA&I Global objective, available at: http://www.msmt.cz/strukturalni-fondy/operacni-program-vyzkum-a-vyvoj-pro-inovace-1
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Priority axes Total allocation*
Priority axis 1 — Centres of Excellence € 685 395 373
Priority axis 2 — R&D Regional Centres € 685 395 373
Priority axis 3 — Commercialization and Popularization of R&D €213 280 131
Priority axis 4 — Infrastructure for University Education Related to Research €414 136 177

ECORYS A

* EU contribution only, without national match funding, TA priority axis not included

Source: OP Research and Development and Innovation

The OP is a centralised one, with a strong regional feature in Priority Axes 2 and 4, which are
aimed at strengthening regional competitiveness of convergence regions in the Czech Republic.
However, even these interventions are sectoral ones, with low or almost no horizontal integration
(except proclamative support from regional or local government bodies). On the other hand,
Priority Axis 1 — Centres of Excellence are predominantly aimed at improving international
competitiveness of the Czech Republic.

The Operational Programme Education for Competitiveness is only partly linked to the Innovation
and R&D interventions, particularly in its Priority Axis 2 — Tertiary Education, Research and
Development. This priority axis supports improvement and development of higher professional
education, university education, human resources in research and development and development of
partnerships and networking. The total Community contribution to this priority axis amounts EUR
626 536 268".

The objectives of interventions in this priority axis are to improve flexibility and creativity of
graduates to become better employable in the knowledge economy, to link the education with
research and development activities and to support the innovation process as a whole®.

Case description: Support programme to dynamically growing SMEs ROZVOJ

The case study covers the ROZVOJ programme in the cohesion policy programming periods 2004-
06 and 2007-13, including changes of the programme over time.

The ROZVOJ I programme lasted only for a short period in 2004. It was launched as continuous
Call for Proposals. Its terms were very broad which generated very high demand. Due to such a
demand the Call had to be finished soon and conditions had to be changed in order to make the
subsidy scheme more selective and better targeted. The ROZVOJ Il programme was started in
March 2005.

'9 OP Education for Competitivness, available at: http://www.msmt.cz/strukturalni-fondy/op-vzdelavani-pro-konkurenceschopnost-verze-z-1-
10-2007

2 OP Education for Competitivness, available at: http://www.msmt.cz/strukturalni-fondy/op-vzdelavani-pro-konkurenceschopnost-verze-z-1-
10-2007
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« Policy type
ROZVOJ I, ROZVOJ II, 2004-06
o Centralised, sectoral, no regional focus (see below for details)

The Programme covered the whole Objective 1 territory in the Czech Republic in 2004—2006
programming period
ROZVOJ 11, 2007-13

o Centralised, sectoral, regionally focused (see below for details)

The programme covered only part of the Convergence Objective territory of the Czech Republic —
the regions with concentrated support of the state.

« Sectoral/Integrated
| Objectives/targets ‘

Sectoral Sectoral, but other Objectives of other
domains to be taken policy domains fully on
into consideration board (integrated)

Sectoral X
) Other policy
Delivery process/
. domains to be
instruments
taken into
consideration
Other policy
domains fully on
board
« Centralised/decentralised
| National level | Regional level | Local level |
Conceive X
Manage X X
Deliver X

« Global policy objectives

The programme ROZVO] has been implemented 