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I.  Impact Assessment

»Research into ICT is not a luxury for Europe. If Europe does not lead on ICT research we will lose our ability to compete internationally in all other sectors. Seriously enhanced efforts to work together across Europe and in public private partnership is necessary if we do not want to drop out of the global technology race.«  
Viviane Reding – European Commissioner for Information Society and Media  
»The Parliament Magazine« 13 November 2006

1. Introduction:
The ICT Sector in target countries and in the region of 
South Eastern Europe
Introductory remark

The greatest challenge of this report is lack of uniform, reliable statistics for 11 target countries on their ICT sector, and particularly on IST research being done by the private sector, not to mention the participation of the SMEs. In Albania, Belarus, Bosnia-Herzegovina, Moldova, Montenegro, and Ukraine this was an unsurmountable difficulty, and therefore some parts of the report for these countries are incomplete. The second problem is the lack of consistency in statistics on RTD compiled by the respective countries on one side, and the European Commission on the other. As it was impossible to establish which of the figures are more precise, we usually referred to both, but for inter-country comparisons we used only the data obtained from the Commission. 

1.1 Scope of Impact

In the following section we will address the scope of impact of research on cooperation between business and IST in the 11 targeted countries of the Western Balkans, Central-Eastern Europe and the Newly Independent States. Aiming to define the used terms, by scope of impact we refer to the following three groups of direct and indirect influences of the given study.

First: The overall impact of this research on awareness rising and consolidation of efforts for future ICT R&D in the target countries, 

Second: The impact of the findings and implications for application of project results, 

Third: The impact of recommendations for providing additional resources, support, guidance and leadership to reach stated objectives.

The chapter is concluded by a SWOT Analysis for the target countries on Cooperation between business and ICT research.

Detailed description of the three groups declared above follows:

(a) The overall impact of the research on rising of awareness and consolidation of efforts for future ICT R&D in the target countries
The scope of the research had some limitations, which resulted from several factors; the research design itself, responsiveness of actors, data collection and the overall quality of stakeholders’ input. Studied countries and their specific patterns of cooperation between IST research and (small / medium size) businesses vary significantly, which is why the research itself, had different impacts depending on the level of country’s preparedness and readiness. In this domain, generalizations are not always possible.

The scope of the findings and recommendations, however, allow for an in-depth overview and points to important directions for future research, capacity building, cooperation and assistance. 

To overcome the risk of fragmentation and allow for some synthesis, we propose to group the target countries not necessarily by their geographic location, but by the level of readiness measured by the criteria described in recommendations part of this document.

The above reorganization is important because it will help determine the proximity or remoteness of the given countries in relationship to EU standards and policies in the area of IST research linked to SMEs. This will further determine the level of assistance that the EU will be prepared to allocate to these countries.

(b) The impact of the findings and implications for application of project results

Acknowledging the range of differences between the studied countries, there is still a common theme that is observed among all target countries: the need for a specific SME research agenda focused on cooperation between research programs, research facilities and SMEs in the IST sector. Such a specific focus could enable a more targeted and coordinated approach in building the capacity for national systems of research, innovation and commercialization, and not just funding individual, isolated projects.

(c) The impact of recommendations for providing additional resources, support, guidance and leadership to reach stated objectives

Modern governance increasingly emphasizes the role of players and stakeholders outside and beyond the state. However, this research points to the ambivalent role of the state in many cases, where it still provides the major research funds, still has the ultimate say, and yet lacks the capacity to innovate policies related to research, mobilize partnerships and create instruments for communication and collaboration.

While the pressure is on the state to improve its understanding and commitment to creating open and conducive environments towards linking (IST) research & innovation with (S/M) entrepreneurship, Europe is targeting the Civil Society as the next knowledge and intellectual base for innovation. These types of activities would serve as an off-spring and an important support base for the new generation of innovative leaders. 

The state cannot be excluded, but room needs to be created for a proactive and meaningful, functional inclusion or other newly identified actors.

The original research design did not include infrastructural factors and disruptive technologies such as broadband, in studying the interaction of research and entrepreneurship in the target countries - except as a research interest and not as an enabling infrastructure. Acknowledging this problem, a gap analysis (in the post project phase) could map out the areas which are critical for both –next generation of research projects, but even more so, for the next generation of developmental and the implementation projects.
1.2  Share in global ICT market effected by late privatization

In 2005 the global ICT market was worth over 1,080 bn €, the share of Western Europe was 334 bn €, and the whole region of South Eastern Europe (former Yugoslavia minus Slovenia plus Albania, Bulgaria, and Romania) participated with 5.9 bn €. Our estimate for the 11 target countries is about double, i.e. 12 billion €. However, following global trends, the ICT sector of this region has also registered very dynamic growth (during last 10 years an average of 15% per annum) and is slowly becoming an important economic sector (its share of GDP ranged in the early 2000s between 3% and 8%). Details on available data for target countries are compiled in Annex 2:  Overview of key IST RTD indicators.
Without exception, each country has adopted a strategy to become an information society and benefit from the positive impact of information technology upon knowledge-based competitiveness, as well as from numerous facilities in practically all spheres of life, from education, culture, administration to health and other public services. Whether translated into really effective policies or not, building information society has been declared by the highest authorities in all of the countries in the region as a key priority, and linked with the growing emphasis on innovation and R&D. But in reality many of these strategic documents remain only partially implemented.

The private ICT sector in the region has a rather short history. Through privatization starting in the early 1990s, many IT engineers and people employed in companies importing ICT products decided to start their own companies. Though technically skilled they had very limited knowledge of management and marketing, which contributed to the high failure rates in late 1990s and early 2000s. 

The total number of ICT companies in the target countries varies not only due to the differences in size of respective economies, but reflects the development and relative importance of the sector. So at the end of 2003, the number of ICT companies per million inhabitants was 1/3 of the EU-25 average in Romania and Bulgaria, only 1/6 of average in Croatia and only 8% in Macedonia.  

The dynamic growth of the ICT corporate sector in the target countries continues: for example the number of companies in Croatia in 2006 was 1,640 – more than double that of 2003. But Croatia still has to do a bit of catching up vis-a-vis the group. The difference in ICT corporate density among target countries and the rest of EU is slowly shrinking, though it will take some time, particularly for the sector to increase its knowledge based competitiveness. 

How productive is the ICT sector in target countries?  This can be illustrated by the ICT companies' revenue per capita. For careful interpretation of such data considering the reference to the purchasing power could give an additional aspect.

The EU-25 average for 2003 was 652,000€ per employee, and the figure for Croatia was 82,500€, for Romania 37,900 € and for Bulgaria 26,200€. For comparison, the figure for the Irish ICT sector was 1,583,700€, for Slovenian 319,000€ and for the Czech ICT sector 243,100€. The gap is expected to gradually diminish, but the pace of the process will depend primarily on the growth of innovative performance and consequently lesser dependence on imported technology and know-how. For the time being the main comparative advantage of the sector's export activities has been the low cost of skilled labour.

1.3  Governmental support for IST

How strongly did the responsible ministries in the target countries emphasize IST as their priority in the multi-annual, or the last annual national research programme? According to the recent study »Research and Development in South East Europe« (GFF, 2006) the picture is as follows:

Table 1. Governmental support for IST

	Country
	No of priorities
	IST's rank
	Responsible  

Ministry/org
	Budget/

Delivered (GERD*)

	Albania
	6
	3
	Ministry of Education and Science, Ministry of Integration
	0.17-0.20

	BiH
	10
	Not listed
	Agency for Information Society
	0.15

	Bulgaria
	8
	2
	State Agency for Information Technology and Communications
	0.51

	Croatia
	6
	4
	Ministry of Science, Education and Sports
	1.10

	FYROM
	10
	6
	Ministry of Education and Science, Macedonian Association for Information Technology
	0.30

	Montenegro
	5
	2
	Ministry of Economic Development
	0.50**

	Romania
	13
	2
	Ministry of Education and Research, National Agency of Scientific Research
	???

	Serbia
	10
	4
	Ministry of Science and Environmental Protection
	0.50**


* Gross Expenditure on R&D as share of GDP (GERD),

** valid for Serbia and Montenegro.

One cannot draw strong conclusions from the above table; however it is clear that Romanian and Bulgarian governments made a very distinct decision to prioritize IST as a key national objective. Of course, the picture could be far clearer if information existed on the actual amount of disbursed resources for IST RTD projects supporting the national knowledge base and development of innovation in ICT.

On an even more general level, the declarations and political priorities of the governments in the region to promote information society also have to be judged by their delivery and performance. A key criteria is of course the structure of the state budgets, i.e. how much is actually spent on R&D, and particularly on IST RTD.  In terms of Gross Expenditure on R&D (GERD) as share of GDP, all countries of the region still lag very much behind EU levels. So in 2003 GERD in Bosnia Herzegovina was only 0.05%, in Albania 0.17% (in 2004 rose to 0.2%), in FYROM 0.18%, in Romania 0.31%, in Bulgaria 0.50%, in Serbia Montenegro 0.52%, and in Croatia 0.75% of GDP. As shown in the Overview table in Annex 2, in 2004-2005 GERD for the target countries varied between 0.3% in FYROM to 1.2% in Ukraine. 

The ICT sector in the region is still a rather heterogeneous entity, often not regarded by governments as a single sector. Actually it consists of two segments: (a) IT sector (equipment importers, local hardware assemblers, service providers, training, engineering, and consulting companies, and (b) the telecommunications sector. According to regional specialist consulted in the research, the second segment represents usually about 60 to 70% of the total ICT sector revenue. The sector in the region is also characterized by great fragmentation; lack of research, though there is some effort in product development, it currently remains strongly dependent on imported technology.

1.4  Climbing at the development scale

In its latest »Southeast Europe Competitiveness Report 2006« (table 7, p.27) the World Economic Forum has classified countries of the region by their stage of development into the following categories: 

Table 2. Development categories.

	Stage

1
	Description of development stage

Factor driven
	Country

Bosnia-Herzegovina

	2
	Transition to efficiency driven
	Albania, FYROM, Montenegro, Serbia

	3
	Efficiency driven
	Bulgaria, Croatia, Romania

	4
	Transition to innovation driven
	Slovenia

	5
	Innovation driven 
	


Based on other rankings, and our research, we would put the remaining target countries (Belarus, Moldova, Ukraine, and FYROM) into the 2nd stage.

Equally interesting is the WEF overview of the ICT Subindex over 2001-2005 period for the 6 target countries covered, in comparison with Slovenia. Here are the ratings among 117 countries (table 2, p.17):

Table 3. WEF ICT subindex.

	Country rank
	2001
	2002
	2003
	2004
	2005

	BiH
	
	
	
	68
	76

	BG
	50
	44
	49
	47
	48

	Croatia
	
	37
	39
	42
	40

	FYROM
	
	
	63
	67
	70

	RO
	59
	54
	54
	48
	50

	Serb/MN
	
	
	55
	64
	64

	Slovenia
	28
	26
	26
	26
	27


As one could easily gather from the table above, the target countries with the exception of Croatia, Bulgaria and Romania are below the average, and none display a consistent pattern of improvement vis-a-vis the rest of the world. 

The ICT sector, in particular telecommunications has also become a priority area for foreign investors (according to the World Bank, the share of telecommunications in total FDI
s in the region has recently reached approximately 15%, and in the early 1990s it was even higher). This happened either in conventional forms (greenfield FDIs, divestiture and acquisitions – especially during the process of privatization, concession), or in oursourcing IT services due to the abundant skilled and low cost workforce in most of the countries in the region. This is particularly relevant in Bulgaria and Romania. 

When consulting the IST stakeholders in target countries they evaluated the prevailing business climate for the sector as less than optimal – only 11% of respondents assessed it as very favourable, while 25% claim the conditions are inadequate. The picture varies quite strongly among countries of the region, the most positive answers were given by respondents in Romania (38% - very favourable), and Bulgaria (19% - very favourable), while the most negative ones – with highest  share of answers »inadequate« - came from: Bosnia and Herzegovina (64%), Serbia (45%), Albania (36%) and Macedonia (35%). 

Factors supporting or hampering the development of information society and the IST RTD effort can be classified into:

Supportive factors:

· Political commitment translated into national strategies, action programmes, institutional support, and funding;

· Awareness in organized civil society, corporate sector and RTD community, that information society offers valuable benefits to knowledge-based competitiveness to be realized – in  domestic and foreign markets;

· Interest of  citizens to participate in information society services;

· Increased involvement in economic and RTD cooperation with foreign partners, including influx of FDIs;

· EU influence on establishment of legislative and institutional background for the information society;

· EU and other international programmes supporting innovation and RTD in various domains of information society and ICT.

Hampering factors:

· Lack of quality leadership and credible commitments causing discrepancies between political documents and legislation with executive regulation and institutional arrangements necessary to create conditions favourable to information society development (insufficient political stability, absence of non-partisan and highly professional bureaucracy operating in a transparent and accountable fashion);

· Modest levels of civic culture combined with other defficiencies of »young democracies«;

· Fragmentation of efforts in providing support infrastructure and limited skills in bringing about collaboration among independent stakeholders with complementary interests (such as academia and business);

· Lower levels of e-readiness and computer literacy;

· Imperfections of competition in domestic markets and limited interest for export;

· Brain drain of highly skilled IT staff;

· Inadequate or inconsistent IPR protection

· Old fashioned government RTD funding and very limited business investment into RTD - resulting in lack of RTD funds and consequently limited high quality applied ICT research;

· Limited participation in EU-funded IST research programmes;

· Very modest level of creative, patentable IT solutions;

· Limited tradition of scientific and R&D collaboration with leading Western European research institutes;

· Lack of skills for participating in IST and other EU programmes. 

· Availability of researchers (areas, disciplines, cross-disciplinary, without language barriers)

· Lack of the critical mass of public, corporate and academic pressure on governments to consolidate efforts, revisit priorities,  and accelerate reforms

· Too much red tape & complexity around the EU standard RFP requirements (? ) – has anyone complained about that? Suggested a easier way of submitting and processing

In addition to those, the factors that had not been measured, yet could have an important impact are:

· Availability, affordability and use of broadband infrastructure 

· Overall access and accessibility policies, standards and implementation instruments

· Horizontal linkages between strategies and policies in key sectors: broadband infrastructure development (wired and/or wireless); higher education reform; research & innovation policy reform; labor market reform to reflect the changes and the preparedness for the needs of software & ICT industries;  structural inclusion of SMEs in all relevant strategies and policies; strategies and policies of equitable access & accessibility to high speed internet as a precondition for modernization and reform of all mentioned sectors/areas.

· Distinct strategies for retaining and gaining human capital (brain gain) as a cabinet-level priority.

· Distinct policies towards commercialization of knowledge through positive instruments-incentives and linkages between the research (discoveries and patents) and business (application of discoveries and patents into products and services) communities and the market (placement of new products and services into physical and electronic commerce and markets)

· Collaborative culture and collaborative infrastructure (combination of institutions, instruments, people-leaders and electronic means –portals) for consultative, informed initiative taking, decision making, action taking and implementation/ monitoring/ reporting

Political stability as a  (still variable) factor of conducive investment & entrepreneurial climate.

2. Project Participation

2.1  Private Sector Participation in IST RTD

When looking at the IST RTD potential in the target countries, the first question is the availability and relative size of the research community. As shown in the Overview in Annex 2, expressed in the number of researchers in R&D per million population the weighted average for the 11 target countries would be around 1,600 (unfortunately there is no data available for Albania, Bosnia and Herzegovina and FYROM), ranging between 1,871 in Belarus, 1,774 in Ukraine, and only 172 in Moldova. 

The data for the number of R&D personnel per 1,000 labour force in 5 SEE countries in 2003 ranged between 10.0 for Croatia, to 3.0 for Macedonia (EU-25 figure being 13.8). In order to get a reliable comparison, one needs to know to what extent the head count of R&D personnel are actually fully employed in research (in EU member states this figure is already computed on a 100% employment basis, in Bulgaria this ratio is for example 88%, while in Croatia it is only 53%)
. 

Although companies and research organizations in the region estimate their RTD potential rather highly (rating this potential as relatively high or high by 45% of respondents from all companies and 40% from SMEs) the actual Research and Development effort of the ICT private sector – particularly of the SMEs - is relatively modest.  This is, I believe, the critical message of this part of the study. However, the opposite argument that – companies and research organizations in the region estimate their RTD potential rather highly – is a subjective statement of respondents. 

The first indication supporting the above claim is the comparatively very low share of business enterprise expenditure on R&D in GDP (BERD). While BERD for EU-25 for the period 1997-2003 has been 1.23%, this figure is reported for South Eastern Europe by the recent GFF study (2006) at 0.24% - a 5 times lower rate!  When taking into acount also the difference in GDP per capita the relation in Euros comes to about 1:10 on average, with poorer countries going even to 1:30. It varies from 0.29% for Croatia, 0.18% for Romania, 0.10% for Bulgaria, 0.06% for Serbia & Montenegro, to 0.002% for Macedonia (FYROM). 

Translated into euros, this means that the amounts were for 2003: 118.1 mil.€ for Romania, 114.3 mil.€ for Croatia, 17.7 mil.€ for Bulgaria, 5.0 mil.€ for Serbia & Montenegro, and 0.1 mil. € for Macedonia.  However, when calculated on the per capita basis for 1997 and 2003:  9.78 € and 25.72 € for Croatia, 6.54€ and 5.43 € for Romania, 1.29 € and 2.26 € for Bulgaria, 1.77€ and 0.47€ for Serbia & Montenegro, and only 0.89€ and 0.06€ for Macedonia. It thus very clearly illustrates the financial limitations under which companies in the region make their RTD investment decisions.

The lack of funding for R&D investment has been confirmed also through consulting stakeholders – among the 7 listed factors affecting corporate RTD effort in the target countries, the two options: access to capital, including venture capital, and support for research projects, have been rated most negatively (2.50 and 2.71 out of 5 points – the average being 3.0).

In other words, it would be hard to conceive that the entrepreneurs in general, and in the ICT/ software industry in particular, would miss the opportunity to invest in R&D, if they were aware of the potential benefits and increased returns, had access to all key information and systemic provisions that would assist them in doing it, and ultimately, have equitable access to markets.

Another factor affecting the corporate RTD effort is the fact that many large companies (particularly in the telecommunication sector) are foreign owned, which often means at the very least - R&D activities are conducted in corporate headquarters outside the country. There are however more positive developments as well: for example Ericsson abandoned their switchboard manufacturing in Zagreb and restructured the company into a software design centre.

Microsoft has also setup a regional software design centre in Romania, Hewlett Packard has done the same in Bulgaria. Actually, the two countries have become very attractive for outsourcing, with even some of the activity coming from Asia.

On the other hand, the weakness of the target countries in technological innovation and development is illustrated by the great disparity in patent applications in the ICT area. In this period, the five countries of SE Europe combined had during 1991-2003 only 0.04% of all patent applications of EU-25 countries (for comparison: Austria had 1,739 patent applications, while Romania and Bulgaria had only 17 applications each).

The level of participation of the target countries in European RTD programmes from FP4 to FP6 has grown impressively: from 340 participants in 260 projects in FP4 to 15,352 pareticipants in 884 projects in FP6. 

Table 4. Participation of target countries in RTD Framework Programmes: FP4 – FP6

	Country
	Projects
	Projects
	Projects
	Participants
	Participants
	Participants

	
	FP4
	FP5
	FP6
	FP4
	FP5
	FP6

	Albania
	9
	8
	22
	9
	8
	313

	Belarus
	
	
	10
	
	
	236

	Bulgaria
	109
	249
	268
	141
	304
	4,794

	BiH
	1
	15
	30
	1
	19
	329

	Croatia
	1
	29
	84
	1
	36
	1,624

	FYROM
	3
	11
	25
	3
	13
	237

	Moldova
	
	
	8
	
	
	122

	Montenegro
	
	
	4
	
	
	49

	Romania
	137
	264
	317
	185
	325
	5,744

	Serbia
	0
	13
	63
	0
	18
	868

	Ukraine
	
	
	53
	
	
	1,036

	TOTAL
	260
	589
	884
	340
	723
	15,352


Source: European Commission

The performance of target countries in FP6 generally and in IST programme for the entire period of 2002-2006 is presented in the tables 5 and 6 below:

Table 5:  Participation in FP6: Success Rates (proposals vs.selected projects)
	
	All submitted proposals
	Selected proposals
	Success rate
	IST submitted proposals
	IST selected proposals
	Success rate

	
	
	
	
	
	
	

	Albania
	123
	23
	18.7
	12
	1
	8.3

	Belarus
	110
	11
	10.0
	26
	3
	11.5

	Bosnia & Herzegovina
	155
	26
	16.8
	17
	1
	5.9

	Bulgaria
	1,937
	257
	13.3
	520
	61
	11.7

	Croatia
	443
	74
	16.7
	81
	13
	16.0

	FYROM
	168
	28
	16.7
	35
	3
	8.6

	Moldova
	71
	8
	11.3
	13
	0
	0.0

	Romania
	2,720
	313
	11.5
	606
	66
	10.9

	Serbia Montenegro
	467
	76
	16.3
	64
	7
	10.9

	Ukraine
	232
	33
	14.2
	41
	5
	12.2

	TOTAL
	6,426
	849
	13.2* (14.5)
	1,415
	170
	12.0* (9.6)


Source: European Commission                                                     

*weighted average, (x) simple average.

Taking into account just the FP6 programmes on IST (which is only a part of a very differently structured framework programme, with fewer projects) the total number of projects in which organizations from the 11 target countries are participating in, is 170 out of 1,415 which represents 12.0%. These numbers should be related to the number of researchers in the EU and in the target countries. On the other hand, it is also an issue of interest to participate: professional, business related, and financial. To evaluate this share more analytically, one would need data on coordination, and financial results – which are for the moment unfortunately still unavailable. 

At any rate, participation in EU projects should be appreciated as a learning experience. While the financial result for the EU-12 in FP5 was in the negative for 86 mil.€ (without EU funding it would have been 202 mil.€) it will be interesting to see the results for the same countries at the end of FP6. There is a price to pay for learning on ways to become successful in EU projects, at least that has been the practice for the countries joining the Framework programmes, and most likely that will be the case as well for the target countries. The focus being, flexibility and inclusion: a) if the purpose is to involve more actors from the target countries to participate and b) if there is insufficient capacity on that end to meet all standard RFP requirements, perhaps, some recommendations could be made about laxing the criteria while at the same time building capacity of competitors – through ‘learning by doing’,  partnership building and collaboration.

The performance in FP6 for Bulgaria and Romania until December 2006 in the IST area was rather favourable: 127 contracts bringing 21.7 million euros. For other countries obtaining specific data on their participation in IST programmes was much more difficult than expected. Cordis does have such information, the Commission keeps them for itself, and only governments of member states can obtain the desired statistics after specifically requesting, while even NCPs in most of the target countries don’t have data for all projects where companies and research institutes from their countries participate. This goes particularly for the participation in the private sector.

But having succeeded in obtaining the detailed data for all target countries, with the table below it is evident, that these countries have strongly increased their participation in the EU funded research and obtained by December 2006 close to 100 million €, out of which 28.8 million € for IST research projects.

Table 6:  Participation in FP6: Financial Success Rates 

	
	EU contribution requested (K euro)
	EU IST contribution requested (K euro)

	
	submitted 

proposals
	selected 

proposals
	%
	Submitted IST 

proposals
	selected IST

proposals
	%

	Albania
	8,469
	1,169
	13.8
	827
	82
	9.9

	Belarus
	14,154
	833
	5.9
	1,827
	376
	20.6

	Bosnia & Herzegovina
	16,390
	2,197
	13.4
	1,627
	74
	4.5

	Bulgaria
	388,841
	33,773
	8.7
	182,785
	11,598
	6.3

	Croatia
	47,863
	6,457
	13.5
	11,033
	1,349
	12.2

	FYROM
	16,550
	3,259
	19.7
	4,894
	546
	11.2

	Moldova
	12,372
	237
	1.9
	882
	0
	0.0

	Romania
	442,820
	33,603
	7.6
	124,274
	10,111
	8.1

	Serbia Montenegro
	60,590
	9,982
	16.5
	11,932
	565
	4.7

	Ukraine
	47,653
	3,097
	6.5
	7,501
	147
	2.0

	TOTAL
	1,055,702
	94,607
	8.9* (10.7)
	347,582
	24,848
	7.1*

(7.9)


Source: European Commission

*weighted average, (x) simple average.

These results have been achieved, though a rather small part of the potentially interested researchers actually participated in these calls. Namely, over 60% of consulted stakeholders declared they never participated in a EU IST Programme. This share was the highest in Serbia-Montenegro, Bosnia-Herzegovina, and Ukraine; and the highest share of those having participated in more than 5 programmes came from Romania, Bulgaria, and FYROM (16%, 15%, and 15% respectively). This highlight supports the point made earlier about laxing, inclusion, and capacity building.

2.2  Comments of summary results in FP6 Participation by target countries 

Albania

Although scoring the highest success rate in the target group in FP6 (123 proposals, 23 project selected – success rate 18.7%) in IST only 1 project was selected among 12 submissions (8.3% - being one of the lowest success rates). 

In terms of funding, out of  8,469,000 euros requested for all FP6 areas 1,169,000 were granted, representing above average success rate of 13.8%. In IST 827,000 euros were requested, and  82,000 euros granted (above average success rate of 9.9%).

Belarus

Scoring the lowest success rate in the target group in FP6 (110 proposals, 11 projects selected – success rate 10%), whilst in IST of the 26 IST proposals submitted 3 were selected, representing an above average score of 11.5%.

In terms of funding, out of 14,154,000 euros requested for all FP6 areas 833,000 were granted, representing one of the lowest success rates of 5.9%. In IST 1,827,000 euros were requested, and 376,000 were granted (the highest success rate of 20.6%).

Bosnia & Herzegovina

Although scoring the second highest success rate in the target group in FP6 (155 proposals, 26 projects selected – success rate 16.8%) in IST only 1 project was selected among 17 submissions (5.9% - one of the lowest success rates).

In terms of funding, out of 16,390,000 euros requested for all FP6 areas 2,197,000 were granted, representing an above average success rate of 13.4%. In IST 1,627,000 euros were requested, and 74,000 were granted (below average success rate of 4.5%).

Bulgaria 

Scoring a rather average success rate in the target group in FP6 (1,937 proposals, 257 projects selected – success rate 13.3%) in IST however out of 520 submission 61 projects were selected (11.7% - an above average success rate).

In terms of funding, out of 388,841,000 euros requested for all FP6 areas 33,773,000 were granted, representing a below average success rate of 8.7%. In IST 182,785,000 euros were requested, and 11,598,000 were granted (below average success rate of 6.3%).

Croatia

Scoring an above average success rate in the target group in FP6 (443 proposals, 74 projects selected – success rate 16.7%). Furthermore in IST out of 81 proposals 13 projects were selected (16% - highest success rate in target group).

In terms of funding, out of 47,863,000 euros requested for all FP6 areas 6,457,000 were granted, representing an above average success rate of 13.5%. In IST 11,033,000 euros were requested, and 1,349,000 were granted (second highest success rate of 12.2%).

FYROM

Scoring an above average success rate in the target group in FP6 (168 proposals, 28 projects selected – success rate 16.7%). However, in IST out of 35 proposals 3 projects were selected (8.6% - a below average success rate). 

In terms of funding, out of 16,550,000 euros requested for all FP6 areas 3,259,000 were granted, representing the highest success rate of 19.7%. In IST 4,894,000 euros were requested and 546,000 were granted (an above average success rate of 11.2%).

Moldova

Scoring an above average success rate in the target group in FP6 (71 proposals, 8 projects selected – success rate of 11.3%). However, in IST out of 13 proposals submitted 0 were selected, registering the lowest success rate.

In terms of funding, out of 12,372,000 euros requested for all FP6 areas, 237,000 were granted, registering the lowest success rate of 1.9%. In IST 882,000 euros were requested, however nothing was granted, again representing the lowest success rate in target group.

Romania

Scoring a below average success rate in the target group in FP6 (2,720 proposals, 313 projects selected – success rate 11.5%). In IST out of 606 proposals submitted 66 were selected (10.9% - a rather average success rate).

In terms of funding, out of 442,820,000 euros requested 33,603,000 were granted, representing a below average success rate of 7.6%. In IST 124,274,000 euros were requested, and 10,111,000 were granted (below average success rate of 8.1%).

Serbia & Montenegro

Scoring an above average success rate in the target group in FP6 (467 proposals, 76 projects selected – success rate 16.3%). In IST out of 64 proposals submitted 7 were selected (10.9% - rather average success rate).

In terms of funding, out of 60,590,000 euros requested 9,982,000 were granted, representing the second highest success rate of 16.5%. In IST 11,932,000 euros were requested and 565,000 were granted (below average success rate of 4.7%).

Ukraine

Scoring a rather average success rate in the target group in FP6 (232 proposals, 33 projects selected – success rate 14.2%). In IST out of 41 proposals submitted 5 were selected (12.2% - representing an above average success rate).  

In terms of funding, out of 47,653,000 euros requested 3,097,000 were granted, representing a below average success rate of 6.5%. In IST 7,501,000 euros were requested and 147,000 were granted (below average success rate of 2%).

2.3  Closing Comments

The dissatisfaction with services provided by governments was expressed also through numerous contacts with stake holders. They recognized European Commission as the first body from which they expect useful information about EU programmes (governments coming only second – with the lowest rating in Ukraine, Bosnia and Herzegovina, and Albania). The conclusion is supported also by the responses on the question about what should be improved to ensure more cooperation among companies and academia: this is another critical element and question, given that most of the R&D work in these countires is tied to state-funded universities.  The answer to this could capture two points: first, made earlier on the commercialization of knowledge (policies –my additional set of points on pg 6); second, creation of theme parks, incubators, cross-disciplinary research facilities – conjointly funded by various stakeholders and partners – as a way of the future improved dissemination of information on EU programmes came third (after stronger presence of SMEs and IST research organisations, and support for project submissions).

In addition, it was interesting to find out whether the participants in the RTD programmes came from either the industry or academia. In old member states the share of industry in FP6 is ranged between 14% (UK) and 26% (DE), while in new members the share of industry was lower: 8% for Hungary, 10% for Poland, 15% for the Czech Republic, and 16% for Slovenia. Taking the proportion of academia (universities and research institutes) versus industry and other private entities the EU-25 average is 63% versus 37%, while for Croatia it is 87% vs.13%. Though it was impossible to get exact statistics on all target countries, it is safe to conclude that this proportion is even less favourable for other countries with less advanced ICT sector than Croatia.

The key factors contributing to the modest performance of ICT stakeholders in IST RTD programmes in target countries are the following:

· lack of timely and complete information on programmes and calls;

· lack of financial coverage for  preparations of project proposals;

· limited contacts with potential European partners to create viable consortia;

· insufficient knowledge of EU strategy policies, priority activities, and terminology in IST domain;

· limited skills in writing EU project proposals;

· limited language skills;

· insufficient contacts in the European Commission;

· insufficient or inadequate communication;

· insufficient or inadequate support of the state in communicating, mobilizing and assisting potentital participants (reachout and inclusion)

Consultations with stakeholders shows that in most cases communication activities have been insufficient and/or inadequate. With very little variation, and facing multiple choices, about 90% of respondents indicated that they obtain their information on IST thematic priorities primarily through the internet. Professional associations were identified as the second source of information (40%), while governments and their specialized agencies placed third (34%), followed by the media (24%), and consulting firms (22%). In some target countries, the government received as an information source a particularly poor rating: in Albania 11%, in Serbia & Montenegro 18%, Ukraine 21%, and Bosnia-Herzegovina 26%. This shows that governments could do much more to disseminate information on IST RTD programmes among the potentially interested entities, specially among companies.

2.4  Support and Incentives Policy

With a growing awareness of the potential of EU IST RTD programmes, the enhanced interest of domestic IST stakeholders, as well as encouraged participation by the European Commission, and potential partners from EU member states, on top of all this authorities in the target countries are trying to develop an effective system of incentives, support and councelling. Though with various intensity, scope and impact, all governments have created some sort of policy that offers support to stakeholders expressing interest in participating in these programmes however in most cases communication activities are insufficient and/or inadequate. 

Three aspects of support and incentives policies are listed below:

First aspect: National Contact Point (NCP) network is organized – following the pattern in EU member states – in all target countries, with a strong emphasis on the role of responsible ministries. In practical operations the NCPs perform rather limited proactive information dissemination going beyond organisation of information days and on-line information – which are more often than not underutilized. 

Lack of information services is more acute in the private sector than in the large state owned research institutes, for which the NCPs feel more responsible than for the private business sector let alone for the SMEs.  

Therefore it is not suprising that respondents in the Great IST Survey gave greater importance to bettering information on EU programmes as one of the key instruments to be improved (after direct financial support and effective implementation of IST policies). This is the priority particularly in FYROM, Croatia, and Ukraine; but less in Serbia, Montenegro, Albania, and Romania.

Second aspect:  In principle, coaching and counseling is offered by the NCPs in all target countries, however the quality seems to vary, and so does the impact achieved. The services are offered on an individual request basis and are utilized primarily by the representatives of academia and NGOs. The corporate sector, let alone the SMEs rarely seek such assistance, which further reduces their chances for success.

These services can be obtained from government offices who are the national contact points of individual RTD programmes and/or Framework NCPs, or from specialized consulting companies operating on a commercial basis.  What is missing is a transparent data base of all those services with contact information, and that makes existing services even less effective than than they could. Consequently, many of the services of officials and experts having most valuable information and experience remain often virtually idle, or at least highly underutilized. 

Third aspect: Though such requests have been made in all the target countries, it is difficult to evaluate the existing practice as a transparent and well functioning system of financial support for project proposers in any of the target countries. 

From the partially available information which exists, it seems that most of the governments in the target countries practice some tax concessions for R&D expenditures of ICT companies, but at this stage is was not possible to obtain precise information on the specific mechanisms and rates of these tax concessions – which may indirectly provide some incentive to companies concerned to participate in EU IST RTD programmes. Critical point for recommendation: It seems that the administrations in the target countries need more time to adjust to the new practices and rules of public procurement related to R&D spending and set by the Lisbon Agenda recommendations.
This negatively affects particularly the SMEs, while the large corporations and universities and public research institutes – when motivated – still manage to find their way and often get some direct or indirect financial support for their efforts to participate in these programmes. To be fair it has to be added that several target countries (Bulgaria, Romania, as well as Croatia) do offer certain tax concessions and other financial advantages to the new companies, and particularly SMEs. 

Besides the direct support and incentives described above, a number of measures and facilities have been identified in the country reports as well as our desk research which exert an indirect influence on participation of stakeholders in EU IST RTD programmes. These can be categorized into the following groups:  raising general awareness of the benefits of information society and technology, training ICT professionals, increasing practical IT skills of various social and professional groups, introducing IST content in the entire national educational system, supporting international cooperation in RTD, including ICT domains, etc.  

Who is providing these services and how is it done?  There are:

(1) Some projects funded by the European Commission (such as for example »IS2WEB« in Albania and other Western Balkan countries; CORINT Programme, etc.);  

(2) Activities supported through multilateral programmes for South Eastern Europe (such as SEE Era Net), or bilateral programmes between pairs of countries (such as German Technical Cooperation with the target countries);

(3) National and regional programmes conducted through government agencies and/or professional organisations, ICT associations, and specialized NGOs (for example »Master Plan for e-Schools« conducted in Albania by the Ministry of Education and Science with support of the UNDP; iCentres Project in Bulgaria, etc.).

An important contribution towards achieving that and in particular in bringing together academics and industrial researchers is the COST Programme.  For the time being only half of the target countries are parties to the COST Programme – involving scientific and technical research conducted by private industry with assistance of national co-funding (in principle 50% of eligible costs). These countries are conducting the following number of ”COST Actions”:  Bulgaria 95, Croatia 52, Fyrom 21, Romania 101,and Serbia-Montenegro 47.  Since 2005, attendance of scientists at COST Action meetings has also been refunded for representatives from other target countries:  Albania and Bosnia and Herzegovina (already COST member states) and Belarus, Moldova, and Ukraine.  This will contribute to stronger involvement of the private sector in RTD activities in the target countries, and to their closer collaboration with their European partners.

3. Foreign investment in IST RTD

Since the early 1990s the IST sector, particularly the telecomunications and computing sectors,  have been subject of intense interest from foreign investors looking at the region. The World Bank estimates that about 20% of all foreign direct investment made in the region in the last 15 years went into the ICT domain. 

By far the greatest FDI push occured during the phase of privatisation of telecommunication operators in the region. The European Union has contributed to the rather rapid privatisation and liberalisation of the telecom services in the countries negotiating accession (it is likely they would have resisted for a great deal longer), and encouraged the countries negotiating association and stabilization agreements to follow suit. Therefore Bulgaria, Romania, as well as Albania, Bosnia-Herzegovina and Croatia have all introduced a separate telecom regulator, and have allowed – in spite of strong resistence from domestic monopolies – normal competition in most of the ICT services. These countries have also experienced rapid improvement and affordability of all ICT services. For example during 2000-2004, in Romania telephone faults per 100 main lines per year, fell from 35.7 to 8.9. The price of a 3-minute call from Bulgaria to the United States fell in the same period from 2.49 to 0.82 US $ (World Bank, 2006). 

Facing the lack of technological capabilities to modernize their strategic sector, governments in the region sold a great deal of the services to foreigners, and the ICT sector now operates in a very different, much more competitive environment. No doubt this large inflow of FDIs has contributed in accelerating the development of information society in the target countries.

However, the same positive developments cannot be reported for the IST RTD sector. Firstly, foreign owned ICT companies already have R&D departments and headquarters in their country of origin. With the exception of software design and manufacturing, marketed locally or abroad, where the foreign investors benefit from huge wage differences vis-a-vis highly paid software designers and system engineers at home (the proportion is about 1:15), the investors bought primarily marketing rights (mobile and fixed telephone licences, etc.). In many cases foreign investors took the best R&D personnel from acquired companies from the region to their headquarters – thereby contributing to the brain-drain which has already been a serious problem for most of the target countries. 

There are, however some different examples: the leading German ICT corporation Siemens PSE is opening in December 2006 a new 1 mil.€ R&D unit in Cluj-Napoca in Romania, where about 100 software developers will be employed. This looks like a win-win situation: skilled labour not leaving the country, getting solid employment, Romania will collect some taxes, while the foreign  investor certainly cuts on its R&D expenses and increases its European and international  competitive position. 

4.  Public-Private Partnerships

Under the influence of the EU, most target countries are now developing the legislation to encourage and regulate the operation of public-private partnerships (PPP).  Although practical developments are still rather limited in most of the countries, it seems that there is growing awareness that PPPs offer a valuable tool for combining efforts of private ICT stakeholders with active participation of government and regional authorities in developing competitive and reliable IT products and services, particularly in knowledge-intensive sectors, such as software design and system engineering.

Having completed the process of legislative harmonization as part of their process leading to their accession into the EU, Bulgaria and Romania are considerably more advanced vis-a-vis the other target countries. The area where the instrument of PPP has actually been quite extensively applied are the science and technology parks (government and/or local community providing physical infrastructure, subsidizing some of the operational costs, and securing some tax concessions, while spin-offs, ICT SMEs, and other R&D intensive companies are created by the private investors – as for example »Hi-Tech Business Incubator, Gabrovo« in Bulgaria; and »Technopolis Park, Iasi« in Romania to be followed by 9 other industrial parks in various regions of the country. 

5.  Cooperation Schemes: 
Collaboration between Business and the Research Community
Besides the fundamental problem of insufficient funds being available for RTD in all the target countries, as well as limited research being done on IST issues in  companies and in research entities, there are serious structural, as well as deeply rooted attitudinal barriers negatively affecting the prospects for a successful collaboration among business and academia.

Therefore collaboration is very modest and as mentioned earlier, it is virtually impossible to provide reliable statistics for all of the target countries. In terms of information available the situation varies from country to country – the least data being recorded for Belarus, Bosnia Herzegovina and Montenegro.  There are also methodological problems, as ministries for science – even in countries where IST research has been prioritized - in most cases report on budget allocations and require broader scientific disciplines. However, it should be noted that Croatia is an exception and according to their official report, the Ministry has spent in 2003 on IST research 4%, that is 14 mil.€ for research on informatics (total: 348 mil.€). 

The following are the most important impediments to business – research collaboration:

· the national ICT industry is mostly foreign owned, »locally owned« remain predominantly micro and small companies, operating largely on the local/national market and having very limited R&D activities, as well as very restricted funds to outsource research to universities and research institutes;

· most of the IST RTD activities are performed at large state-owned universities and public research institutions funded from the national budget with priority topics selected in an interaction mostly among researchers and bureaucrats, with very little if any involvement of the ICT sector;

· the RTD public funding  systems are not geared towards co-financing through which the ICT sector could benefit from research results coming from projects enjoying public funding, and the authorities would have the endorsement of their decisions on selection of priority topics;

· another important impediment is the poor evaluation system of the publicly funded RTD results and their actual, practical application. For that very reason business looks at public RTD funding with lots of mistrust and is thus not motivated to collaborate with government;

· the national RTD systems are providing limited if any institutional opportunities for dialogue and collaboration between business and academia, and there is very little tradition of their interaction. This goes parallel with the paradigm regarding the »division of responsibilities« according to which the government should take care of basic research, while business should be dealing with the applied research and development activities.

Unfortunately, most of these issues have very deep roots, and it will probably take time before they are eliminated. At first, it will take a lot of political will on the government’s side to make a new approach in line with the principles of PPP, and to design and effectively introduce models of collaboration and co-financing, combining the interests of businesses with the broader concerns of RTD policy. Another challenge will be to communicate this to the public, and to persuade businesses that strategic benefits are to be shared through collaboration. And the business sector could overcome its limitation by acting through ICT associations and specialized institutions created to enhance innovation and RTD at the regional and national level (science and technology parks, centres of excellence, clusters, etc.).

6.  Cooperation between business and ICT research: SWOT Analysis per target country

Albania

	Strengths
	Weaknesses

	- Rather good performance in participation at FP6 projects: generally (18.7% success rate), but only 8.3% rate in IST projects;

- strong diaspora, potentially capable of supporting ICT –based development & emergence of knowledge economy;

- very low labor cost in comparison with target countries cost as motivation for FDIs;

- dynamic economic growth (recently over 5%).


	- Politicized, as opposed to professional administration capable of creating partnerships and managing complex relations between stakeholders in multiple innovation related sectors; (absence of distinct ICT sector in the economic planning documents);

- low access to IT facilities,11 pc per 1,000 population (in 2004)

- low level of RTD generally and IST RTD in particular;

- low priority for R&D, illustrated by very low GERD (0.18% of GDP);

- low level of participation in EU IST RTD;

- limited qualified IT personnel and specially IST researchers; 

- insufficient inflow of FDIs and concentration on acquisitions in financial services and telecom;

- lack of critical mass of success factors in implementing information society (institutional and legal infrastructure, human resources and low level of involvement in EU IST RTD programmes); 

- lack of RTD statistics; 

- unfavorable general business climate;

- extensive red tape and poor financial planning;

- weak network of SME associations and inadequate SME representation at national level;

- high unemployment;

- poor broadband infrastructure and access.

	Opportunities
	Threats

	- Pilot and experimental projects (and technologies) based on best practices in neighboring countries;

- Albania’s 1€ policy promises to offer investors the most inexpensive site, training and assistance in Europe;

- network of Public Access Centres (PACs), to be established in rural areas of Albania, to inform Albanians on IST benefits as well as provide access to modern services;

- an initiative to establish a high-speed internet network between various governmental institutions;

- introduction of a variety of national and international IST projects; for example IS2WEB, INTERREG IIIB CADSES ELISA, TRISTAN-EAST, SEEREN, TERENA, SEE – GRID;

- positive regional ICT-IST trends and a potential for ‘spillover’, innovation and experimentation, through peer networks and open communities of knowledge.


	- Lack of leadership, inaction; prevalence of silo, over philosophy of horizontality, coordination, reasonable risk-taking;

- excessive concentration of IT sector and IST RTD in Tirana and internal brain drain;

- large gap between declared IST strategies and actual policy implementation;

- absence of motivation to harmonize with EU IST policies due to unclear prospects of European integration;

- large grey economy (estimated up to 50% of GDP);

- lack of stability in the region.

- incation of broadband development and uptake;

- remaining outside of main EU CIT currents.


Belarus

	Strengths
	Weaknesses

	- Optimistic attitude towards IST;

- IT services and product exports expected to double in next two years (annual growth of up to 60%);

- growing export-orientated programming market;

- currently 15,000 IT professionals in Belarus, 90% hold university degrees;

- positive business climate; 

- good level of English knowledge, many specialists have international work and projects’ experience;

- tax benefits for foreign investors;

- high GDP growth rate (8.4% in 2006).
	- More than half of SMEs and a quarter of individual entrepreneurs are clustered in Minsk;

- dissemination of information on EU programmes is insufficient;

- among the lowest success rates in FP6 (only 10%), and only slightly higher rate in IST projects (11.5%);

- no financial support programmes for Belarusian entities;

- slow pace of privatization;

- 27.1% under the poverty line (2003 estimate);

- unstable legislation;

- limited access to bank financing;

- complex settlement procedures;

- drawn out and costly registration, licensing, certification procedures and permits;

- lengthly inspections mounted by numerous control agencies;

- poor broadband infrastructure and access.

	Opportunities
	Threats

	 - The industry could even develop at a faster rate, as long as the Belarus government appropriately supports it;

- better coordination with government to jointly promote their services abroad;

- positive regional ICT-IST trends and a potential for a ‘spillover’, innovation and experimentation, through peer networks and open communities of knowledge.
	- IST SME information is extremely limited

- for the time being there have been no major publicly supported initiatives for collaboration and networking among private business and research organizations; 

- the pace of ‘SME establishment’ has slowed down in recent years;

- inaction of broadband development and uptake;

- remaining outside of main EU ICT currents.




Bosnia and Herzegovina

	Strengths
	Weaknesses

	- Strong growth of IT sector: now already 2.600 companies in the ICT industry;

- 20% of researched ICT companies in Bosnia achieved more than five million KM turnover;

- Council of Ministers established a dedicated government agency, allowing more effective coordination of ICT sector;

- experience; prior to 1991, Bosnia and Herzegovina had a vibrant technology heritage, boasting sophisticated applications of mainframe and server-class computer technologies;

- dynamic growth of telecommunications market (7% in 2004).
	- Though having rather high success rate in FP6 generally (16.8% - with low level of participation) in IST the lowest success rate (5.9%);

- 95% of companies orientated for the domestic market;

- big discrepancies between the normative regime and the actual sate of affairs in the IST domain;

- brain drain during and after the civil war;

- unfavorable general business climate;

- market dominated by large companies, SMEs face managerial knowledge problems;

- focused on urban areas and immediate surroundings;

- poor broadband infrastructure and access.

	Opportunities
	Threats

	 - The telecommunications industry in Bosnia has undergone remarkable transformation, heavily invested in reconstruction, maintenance and expansion of its networks & began preparing for the liberalisation process;

- three incumbent telecom operators which share the market are scheduled to be privatized between 2006 and 2008;

- development of private sector ICT-focused education opportunities — including a series of CISCO Systems Training Academies in major cities;

- positive regional ICT-IST trends and a potential for a ‘spillover’, innovation and experimentation, through peer networks and open communities of knowledge.


	- Lack of stability in the region

- as of spring 2002, only 7 of 138 large state-owned enterprises had been sold and only 35% of the economy had been privatized; 

- deep fragmentation of the national market due to cantonization of the country;

- inaction of broadband development and uptake.




Bulgaria

	Strengths
	Weaknesses

	- In 2005, the ICT market reached 2,223 million €, making up 3.18% of GDP, as compared to 2.87% for 2004;

- establishment of the State Agency for Information Technology and Communications, the Bulgarian Small and Medium Enterprises Promotion Agency, National council for Scientific Research at the Ministry of Education and Science;

- numerous funding instruments exist; JOBS, Micro-fund JSC, USTOI Joint-Stock Company, Guarantee Fund for Micro-Credits Project;

- good performance in FP6 (high level of participation: 257 projects out of 1,937 proposals selected – 13.3% success rate; in IST domain 520 proposals with 61 projects selected);

- accession into the European Union in 2007;

- SME sector comprises nowadays more than 250,000 companies employing fewer than 100 employees, employing about 30 % of all employed persons and producing 50% of the national income;

- one of the lowest corporate tax rates in the region (in 2003 it was 23.5%, and in 2005 15%);

- low wages (monthly salary 167 € for June 2005, compared with Romania with 275€);

- highly qualified and experienced workforce;

- the country has one of the best education systems in Europe.
	- No level playing field for the small-medium private sector;

- the national public funding made available to private companies is very restricted. No dedicated financing for SMEs. The funding is achieved through the same instruments as for the research institutions;

- serious brain-drain problem. According to unofficial sources the number of young people (under 40) that left the country after 1989 is close to 1 million;

- no pervasive culture of horizontal, corss-sectoral integration to enable collaboration between SMEs, R&D institutions and other stakeholders;

- discrepancy between policy documents and policy actions; numerous national strategic documents recognize the above fact and discuss ways to reduce the negative trend. In practice the situation remains unchanged;

- public sector has the biggest share of the market;

- insufficient broadband infrastructure and access.

	Opportunities
	Threats

	- The establishment of an Bulgarian ICT cluster in December 2004 as a platform for open exchange of information and ideas equally accessible to both small and big companies, and young and experienced professionals;

- it is expected, now that Bulgaria joined the EU, that there will be a significant and fast synchronization and harmonization of the related legislative framework. 


	- It is expected that another wave of young specialists (incl. those in the ICT field) will leave Bulgaria after January 2007, when the country joined the EU;

- salaries are among the lowest in Europe, which is a major problem in preventing brain drain;

- inaction concerning more robust broadband development and uptake.


Croatia

	Strengths
	Weaknesses

	- High growth rate of IT market (32.8% in 2005, to nearly $223 million, it is expected to rise another 13% in 2006);

- the telecommunication infrastructure is the most modern in the SEE region with 100% digitalized network;

- leader in the region according to the level of implementation and commercialization of new technologies (for example; triple play, 3G and WiMax are already in commercial use);

- In the period of 12 years Croatian ICT sector attracted around 1.7billion euros worth of FDI;

- relatively high efficiency and productivity of Croatian workforce;

- participation in FP6 has been rather successful (16.7%) generally, and in IST area with the 16% success rate Croatia scored highest among the 20 target countries, these rates were a bit lower in terms of funding received (12.2% in IST, 13.5% for all FP6 areas). 
	- More financial support needed in order to improve cooperation between ICT SMEs and IST research organizations;

- poor awareness of joint initiatives between ICT companies and IST research organizations;

- the level of innovativeness is ten times lower than in EU countries.



	Opportunities
	Threats

	- Implementing a new strategy of internet broadband development which has set the goal to achieve 500.000 broadband subscribers till the year 2008;

- harmonization with the EU, prospect of joining the Union in the not too distant future.
	- EU accession could lead to increased brain drain;

- insufficient following of EU trends in innovation and creativity;

- reproduction of silos as opposed to increasing the appetite for experimentation of horizontal networking and peer collaboration between SMEs and R&Ds;

- “Last mile solution” and policy inaction on the uptake and utilization side, once broadband backbone is built.


FYR Macedonia
	Strengths
	Weaknesses

	- Introduction of international standards will enable successful incorporation of the Republic into European and world integration processes;

- foreign direct investment more or less on par with other target countries in SEE;

- virtually untouched by the violence that embroiled much of former Yugoslavia during the 1990’s.
	- very limited IT market – 63 million $ (internet penetration only 6.4%; broadband users in 2004 only 2,400; licensed ISPs does not exceed 15 in 2005);

- especially lagging behind in areas such as; electronic communication regulatory framework, e-government, eBusiness and eHealth;

- large discrepancy between the normative regime and the actual state of affairs in the IST domain;

- modest participation in FP6: 25 projects selected from 168 proposals and success rate in funding received only 11.2% in IST area.

	Opportunities
	Threats

	- In February 2005, new Law on Electronic communications was presented. Main goals are new foreign investments, protection of users, monopoly abolition, allowing competition and market liberalization;

- major effort to install routers and upgrade connections to cities other than Skopje, like Ochrid, Bitola, Tetova, Kumanovo and Stip;

- raise the average speed of dial-up connections;

- the deployment of Ethernet DSL made the Republic the first FYR country to invest in DSL technology;

- entrance of the second mobile operator; 

- great interest in investment by Slovenia, Greece, Bulgaria, Hungary and Austria;

- positive regional ICT-IST trends and a potential for a ‘spillover’, innovation and experimentation through peer networks and open communities of knowledge.
	- The two largest mobile operators have not paid radio-frequency fees for three years;

- ethnic tensions between Macedonian Slav majority and sizeable ethnic Albanian minority;

- inaction concerning more robust broadband infrastructure development and uptake.




Moldova

	Strengths
	Weaknesses

	- High level of IT education and permanent young specialist inflow into sector;

- historical technical expertise in engineering and electronics;

- broad knowledge and awareness of modern programming languages, platforms, databases, methodologies, and quality standards; 

- large population of multilingual professionals in English, Russian and Romanian;

- many professionals have personal strong ties to Russian and European markets;

- low wages and highly skilled workforce.


	- No domestic and international awareness or brand for ICT industry;

- limited domestic demand for ICT products or services;

- no clearly defined government ICT sector development strategy or policy framework; 

- state authorities have low professional knowledge of ICT;

- lacking entrepreneurial skills, including sales, marketing and business management;

- difficulties in quality management;

- employment stability is uncertain;

- lack of investment capital and access to credit at reasonable terms;

- little industry organization, cooperation, or collaboration - few companies have industry standard quality certifications;

- large shadow and black market;

- lack of project management knowledge and skills;

- poor broadband infrastructure and access.

	Opportunities
	Threats

	- strong global demand for low cost ICT development and offshore business process outsourcing – market annual growth 15%;

- continuing global recovery in ICT investment and consumption;

- continued growth in demand for Internet and Web related products and services;

- recent demonopolization of Moldovan telecommunications industry opens chances for greater high speed access;

- untapped potential in the local economy because of lack of awareness of ICT benefits;

- super-regional organizations focus heavily on ICT as a foundation of global economic development;

- ICT demands are becoming more complex, favoring higher skill levels and analytical abilities;

- government new policy to support information technology and e-government; 

- WTO accession will drive reform across all sectors of the Moldovan economy;

- recovery and eventual growth of the local economy;

- positive regional ICT-IST trends and ‘spillover’.
	- Imperfect and unpredictable ICT-related legislation; 

- state ICT department monopoly on all government contracts for ICT;

- rapidly growing market in China and Eastern Europe for demand and supply of ICT products and services;

- growing and more organized ICT industries in Russia, Ukraine, Romania, and Hungary;

- shift from low cost to high value-added ICT products and services;

- other ICT exporting countries may undercut Moldovan companies on price and quality;

- growing EU community, Moldova not a part of; 

- political instability and possibility  of conflict;

- overly burdensome tax structure and inconsistent with markets and competitor countries;

- deskilling and emigration of the local talent pool;

- laws and policies are inconsistently applied and enforced;

- inaction considering broadband development and uptake;

- remaining outside of main EU ICT currents.


Montenegro
	Strengths
	Weaknesses

	- cheap labor force;

- general pro-European orientation;

- general openness to the use of modern technologies (mobile, wireless…);

- strong verbal advocacy of modernization by politicians;

- some strong education legacies;

- overwhelming foreign ownership of telecom(s);

- geographic position that favours tourism; innovation in service industries and SMEs as the most appropriate size of enterprise;

- national strategy for developing information society, accompanied with Action Plan, being implemented and monitored; 

- cheap labor force;

- relatively peaceful in comparison with surrounding countries.
	- Big discrepancy between the normative regime and the actual state of affairs in Montenegro’s IST domain;

- business climate in the ICT sector is rather poor, even in comparison with other target countries;

- lowering share of RTD funding as percentage of government budget (0.81% in 2001 and 0.33% in 2004);

- poor financial support for projects as the primary discouraging factor for cooperation between IST research and ICT business SMEs;

- very modest participation in FP6 (no project won in IST area);

- lack of collaboration between SMEs and their organized pressure on government to create a level playing field for small business;

- insufficient broadband infrastructure and access;

- lack of collaboration between SMEs and their organized pressure on government to create a level playing field for small businesses;

	Opportunities
	Threats

	 - local mobile operators were bought by world-renowned T-Mobile and Telnor;

- big vendors like Microsoft, Cisco, HP, Symantec, and other important ICT companies are organising in Montenegro events, conferences, specialised seminars and exhibitions for students and ICT companies;

- The University of Montenegro and several private companies successfully managed to open the Cisco Academy in Montenegro; 

- Microsoft’s donation of 2 million Euros worth of free education software to the Electro-technical Faculty had a major impact on the quality of IT training and support to research activities;

- positive regional ICT-IST trends and a potential for a ‘spillover’, innovation and experimentation through peer networks and open communities of knowledge.


	- Essential for the government to create a National Information Point for the RTD Framework Programme, and assist specially the SMEs to enter consortia, write successful proposals, and provide technical assistance to those who wish to participate in FP7;

- lack of official statistics on IT and IST RTD;

- inaction considering more robust broadband infrastructure development and uptake;

- dominance of tycoons over smaller entrepreneurs and the continuous lack of resources and state assistance (and interest) to build the capacity in these sectors.


Romania
	Strengths
	Weaknesses

	- Important and strongly growing ICT sector (2003 – 3 billion euros, 2005 – 4.1 billion euros) contributing about 10% to the GDP of the country;

- Romanians who worked abroad for foreign IT companies are increasingly being selected to run offshore software development centers in Romania;

- important foreign investment from world-renowned companies including into research centres, ect; 

- sizable software market (worth 68 million EUR in 2004 and is estimated to double in 2008);

- end of 2004, broadband Internet connections accounted for 39% of the overall Internet connections;

- number of the .ro domains grew from 62,000 in March 2004 to over 122.000 in 2006;

- the number of ICT users in SMEs in 2003 compared to 2002 increased most substantially in small companies (93.9%, up from 88%)

- well established online Romanian government presence

- high firm-level technology absorption;

- good quality of the educational system and availability of IT specialists
	- IT industry is concentrated in cities with educational institutes offering ICT engineering training;

- Bucharest and the cities from the central and western part of Romania contribute more than 90% of ICT production;

- monopolistic tendencies within the Romanian ICT market

- predominantly low value-added exports;

- brain drain;

- lack of experienced project managers; 

- very weak position compared to other EU countries in terms of innovative capacity;

- public funding of innovation is very low, with only 10% of innovative firms (i.e. 400 firms, of which 306 are SMEs) receiving funding;

- still insufficient level of participation in EU RTD programmes (11.5% success rate in FP6 – and only 10.9% in IST area);

- financial success in FP6 was also modest: comparing obtained with requested funding , 7.6% overall and 8.1% in IST area.

	Opportunities
	Threats

	- it increases political participation in the EU technology and communications policy debate and, on the other hand, requires adopting and implementing the EU regulations concerning the ICT sector

- opportunities for complex projects as well as for large-scale national projects, the current trend in Romania is to establish so called “software outsourcing clusters”. Their potential to expand outside the regions or niches is high and is limited only by a poor understanding of marketing and branding issues.

- moderate the brain-drain effect, Romanian government offered incentives to ICT companies that employ highly specialized IT employees


	- EU accession could lead to increased brain drain;

- limited domestic funding available for applied research, particularly for RTD efforts in the private sector;

- societal divide between the information ‘haves’ and ‘have-nots’; rural-urban digital divide

- lack of a coherent national innovation system and policies that ensure institutional support to business-entrepreneurial and R&D entities and networks;

- dominance of tycoons over small –medium business entrepreneurs in the ICT sector.


Serbia
	Strengths
	Weaknesses

	- Strong diaspora, potentially capable of supporting ICT –based development & emergence of knowledge economy, potentially interested in returning or investing in new businesses;

- 3500 researchers participate in special RTD projects of national interest, which receive annually 18 million euros;
- Increased foreign direct investment in Serbia evaluated at 1,481 million USD for 2005; while in eight months of 2006 it reached  3,250 million USD;

- some of the lowest wages in the region;

- rather strong participation in FP6: with 76 projects accepted (16.3% success rate) and in IST domain with 7 projects accepted (10.9% success rate);

- strong education system in technical disciplines and general societal receptiveness to technical innovation;

- eagerness among SM business entrepreneurs to use the advantages the EU support programs offer.


	- The IT market highly concentrated in Belgrade and to a lesser extent Novi Sad and Niš;

- the market for IT products and services is still dominated by the Government at central and local levels;

- politicized, as opposed to professional administration capable of creating partnerships and managing complex relations between stakeholders in multiple innovation related sectors (absence of distinct ICT sector in the economic planning documents);
- lack of Government IT strategy;

- excessive brain-drain since the disintegration of former Yugoslavia;

- poverty (low standard of living);

- low economic activity (50% lower than in 1999);

- lack of official statistics on IT, and particularly IST RTD; 

- lack of  collaboration culture, structure and habits between SMEs and R & D institutions;

- lack of organized organized pressure on government to create a level playing field for small businessesl; 

- inconsistent leadership on various levels;

- insufficient broadband infrastructure and access;
- urban-rural digital divide. 



	Opportunities
	Threats

	- Pilot and experimental projects (and technologies) based on best practices in neighbouring countries;
- Ministry of Science, Technology and Development is coordinating the instruments supporting partially also the private sector in the field of IST RTD and innovation;

- according to Innovation Activity in force since beginning of 2006, the Ministry has established a Register of innovation activity;

- sufficient resources in the national budget to support development of information society;

- the Ministry of Science and Environmental Protection plans to invest 25 million EUR per year for financing 458 basic research projects in the years 2006-2010, which would include 5500 researches;

- the Ministry of science and technology announced in November 2006 a public call for financing registered inventors from national budget and public call for application and participation in realization of innovation projects;

- there are several projects to begin the development of technology parks that should match the best in Europe;

- accelerated privatization and more foreign investment;

- plans for further transparency of activities to contribute to a more productive economy.


	- Unstable political situation;

- lack of leadership, inaction; prevalence of silo, over philosophy of horizontality, coordination, reasonable risk-taking;

- financial results of participation in FP6 were rather good generally (16.5% success rate), but very modest in IST area (only 565.000 euros granted out of 11.9 million euros requested – scoring only 4.7%);

- dominance of tycoons over small –medium business entrepreneurs in the ICT sector 

- lack of a coherent national innovation system and policies that ensure institutional support to business-entrepreneurial and R&D entities and networks




Ukraine
	Strengths
	Weaknesses

	- Large market, not only that of Ukraine but also neighbouring countries; (ICT market size in 2005 equalled 4.7 billion € representing about 7 % of GDP);

- projects that re-form implementation into concrete production may be financed on favourable terms by the Ukrainian State Innovative Company;

- many technological parks throughout the country;

- cooperation with neighbouring countries in IST, for example during 2002-2005 there were several Ukrainian-Polish projects implemented;

- well educated, abundant workforce with IT skills;

- with modest level of FP6 participation the success rate was 14.2% (for 33 projects won out of 232 proposals) while in IST area only 5 projects from 41 proposals were selected.
	- Ukrainian R&D sector is chronically under funded, 30% of Ukrainian science is financed by foreign grants;

- lack of  collaboration culture, structure and habits between SMEs and R & D institutions;

- no direct state financing for business RTD;

- in corporate sector the sensitivity to innovations remains quite low, that leads to low level of demand for leading technologies especially in the security sector; there is no sufficient consideration for outsourcing knowledge and technologies from some segments of entrepreneurial sector;

- development of Ukrainian R&D sector does not meet the rising demand for leading technologies from the side of some segments of the entrepreneurial sector, as well as needs of national security;

 - export mostly consists of “crude knowledge” (brain drain) instead of exporting knowledge intensive, technology products;

- inconsistent leadership on various levels;

- insufficient broadband infrastructure and access.



	Opportunities
	Threats

	- Some|certain| suggestions|sentences| that in the state budget proposal in 2007, there will be a possibility of introducing ways for direct state financing for business RTD

- The level of state financing of innovative activity in 2007 according to the draft budget for 2007 is to be increased

- at the moment the issue on creation of special IT-incubators is being discussed on the state level;

- positive regional ICT-IST trends and a potential for a ‘spillover’, innovation and experimentation through peer networks and open communities of knowledge.
	- Tensions and division in Ukraine among ethnic lines;

- inaction considering broadband development and uptake;

- remaining outside of main EU ICT currents;

- dominance of tycoons over small –medium business entrepreneurs in the ICT sector; 

- lack of a coherent national innovation system and policies that ensure institutional support to business-entrepreneurial and R&D entities and networks.




II.   Recommendations
For the successful participation of target countries’ ICT stakeholders in the IST programme the most important achievement will be to fully appreciate the importance and practical value of this programme, as well as to understand that optimal results from participation can only be achieved if they make it a part of their own RTD and business strategy.

Part A: Recommendations by target countries

Albania

Albania is stretched between backward economic legacies and forward looking political and techno-economic ambitions. One of the illustrations of this dichotomy is the EU Information Society strategic direction, and yet the modest budget allocation for research and development of only 0.18 per cent of GDP.  

Clearly, in the cases of early development, the state has an important role to play in mobilizing resources, communicating priorities and building the infrastructure for the ICT market. Together with civil society, it has to help raise awareness about the advantages and opportunities that the Internet can bring to both private and the public sector. This ranges from assisting programmes, such as collaboration between SMEs and R&D institutions, to developing new robust e-Government services and stimulating citizens’ use of e-channels. 

· The government needs to proactively address the problems of low institutional capacity and expertise, to deliver results both in the public and the private sectors. The ICT sector needs to be recognized as a distinct sector in economic planning documents.

· The collaborative capacity and infrastructure needs to be built on all sides – the government who’s interest should be to govern well and be a broker of good services, the SMEs who seek knowledge and assistance, and R&D institutions involved in technological innovations and need ‘markets’ and industries to test and apply them. Currently, private research companies are very limited in getting involved in ICT research and development programs normally controlled by the state. Official RTD statistics needs to be introduced.

· Albania has the lowest internet penetration among the target countries while the ICT facilities are concentrated in the state capital. In order to ensure more balanced rural-urban growth in the future, this development should reach areas outside of Tirana. This could be achieved through the so-called “1 euro policy”, which has promised to offer investors the most inexpensive site, training and assistance in Europe. The government should also follow through with the initiative of establishing a high-speed internet network between various governmental institutions, as well as, a network of Public Access Centres (PACs) in rural areas of the country, to inform Albanians on IST benefits as well as provide access to modern services. 

· New strategies need to focus on the creation of a friendlier business and RTD environment in the country, in all aspects of IST. This should encourage greater foreign investments in the ICT sector.

· The strong diaspora and the high ratio of young population give Albania an advantage in developing and training a workforce for international cooperation; this potential could be improved by giving priority to the English language and computer education in schools. 

· At the same time, more systemic steps need be taken to tackle the problems of brain drain: incentives and opportunities must be given to students, teachers and IT professionals, to make it attractive to stay in the country and to remain in the IT sector.

· The government should introduce effective measures to encourage successful participation in the EU RTD programmes by the stakeholders from the private sector, specially from the SMEs category, 

Belarus

A 2003 estimate suggests that as much as 27% of the population currently lives under the poverty line, and addressing this issue should remain the priority for the government, as it severely hampers the development of the ICT sector as any other.  

The relevant legislation is unclear, and often unstable. Authorities should work to create a stable, clear and realistic legislation concerning the ICT sector, and work to achieve the desired goals set out rather than it being a simple formality. 

There is still a wide gap between IST RTD declarations and their actual implementation in Belarus. Policy makers need to demonstrate more consistency between proclamations and the creation of national coordination bodies for IST RTD. There is some progress: before 1999 there was no national coordination, whereas by 2002, the inter-ministerial Commission on IST RTD was created. Still, it did not become active because yet another body - the National Academy of Sciences - was put in charge of coordination. After February 2004 this responsibility shifted to the Ministry of Communications and Informatization. However, because of the low capacity and a small number of staff dedicated to IST RTD, responsibility once again shifted, this time to a military / industrial enterprise AGAT. The implementation of “Electronic Belarus” programme has fallen behind, and remains in dire need of a new, robust and comprehensive strategy. The Ministry of Statistics and Analysis has been entrusted to deliver that task by January 2008. 

· Belarus should develop small and medium businesses in the ICT service sector. The market is dominated by large IT organizations, which often provide services internally at a rather low standard of productivity. 

· In addition, more than half of SMEs and individual entrepreneurs are clustered in Minsk, whereas a more balanced development is needed in other rural and urban parts of the country, especially in improving broadband infrastructure. The government should systematically support regional ICT / IST trends outside of the capital, having positive potential for a “spill-over” effect throughout the country.  

· Smart incentives are needed to keep academics and other technical professionals from leaving the country. For instance, recognition and publicity for innovations and discoveries; financial support for researchers and institutions who collaborate with other entities; simplified settlement procedures, registrations, licensing and certification; clear legislation; better dissemination of information on EU programmes. In other words, a shift is needed from the extensive red tape, to easier, transparent and business/innovation-friendly governance. 

· The government should upgrade the RTD investment and should raise it urgently above 1% of the GDP (the R&D state budget in 2003 was 104 million USD, which equalled only 0.73% of the GDP). As of 2004, total investments in R&D stood at 170.3 million USD – which is far below an adequate amount, especially if one takes into account that the Belarusian annual exports of IT products total from 50 to 100 million USD. 

· The government should look into and effectively tackle, is the high level of monopolisation of communication networks (which has raised barriers for adequate employment and has resulted in distortions in the tariff policy). The local authorities should work to liberalise the communication networks, which would bring much needed foreign investment to the country and its ageing infrastructure.  

· Furthermore, the government should give greater opportunities for the young to study in the field of IST. Even though in the past, Belarus was a leader in information product manufacturing in the Soviet Union, the ageing of S&T potential, as well as material and technical resources, could become a threat in the not too distant future.

Bosnia and Herzegovina

The national and regional authorities should give first priority to stabilising, if not normalizing, relations within the country itself – which is currently split into three entities. This would bring much needed stability to the region and help attract investment from abroad. Not to mention that it should heal the deep fragmentation of the national market due to the “cantonization” of the country.

The time is ripe for Bosnia’s ICT sector to start focusing on business opportunities in international markets. Interestingly, 95% of national ICT companies are orientated on domestic markets. This is partly a consequence of the extensive brain drain which the country suffered from during and after the civil war, scarce local expertise and, in particular, the lack of exposure to the reality of international ICT competition.

There are several strategic and policy actions that ought to be addressed rapidly, and simultaneously: attraction of Bosnian researchers that currently work abroad; and, insurance that the government takes up measures for stimulating greater participation of the private sector in IST research, and development through promoting collaboration and reducing the red tape. In addition, a prominently important role could be played by civil society which can increase public awareness about the significance of  research and development in the ICT/IST sectors and the growth potential such collaboration can bring to SMEs, to employment and the economy as a whole.  

As in many other target countries, the market in Bosnia and Herzegovina is still dominated by large companies, while SMEs face all kinds of problems.

The government should give a greater priority to ICT, beyond the strategies which are rather generic and disorganised, often the result of wishful thinking of authorities to follow the priorities and recommendations of the EU community – rather than actual possibilities of the country and its parts. Thus the new strategy proposed by the Academy of Arts and Sciences of Bosnia and Herzegovina, under the title “Strategy for the S&T Development of BiH” will be presented soon, which will hopefully contain realistic goals – harmonisation of the priorities in the field of science and research through various programs, projects and actions on university capacity-building and preparing for the FP7.

Additionally the following specific policy priorities deserve the attention of the authorities:

· Development of financial and other project management skills and competencies should be systematically encouraged. 

· Access to broadband infrastructure and various sources of RTD information and innovative knowledge  is urgently needed.

· The urban-rural divide should be urgently addressed through effective policy measures.

· While general policy proclamations are strong, the real government support to the building of collaborative networks between SMEs and ICT based research facilities is still negligible. 

· The government also needs to work on privatizing its economy, in 2002, only 7 of 138 large state-owned enterprises had been sold and only 35% of the economy had been privatized. 

· The government should continue heavily investing in the reconstruction, maintenance and expansion of its telecommunication industry, as well as make sure that the three incumbent telecom operators, which share the market, are privatised as scheduled; between 2006 and 2008.

· The government should continue to assist the development of the private sector ICT-focused education opportunities, such as a series of CISCO Systems Training Academies, planned to be built in major cities. 

Bulgaria

Bulgaria has faced a certain paradox. Although it managed to undertake serious reforms and succeeded in EU membership, it also endured a serious brain drain in the past 15 years. Estimates indicate a brain drain of nearly one million people under the age of 40. Some studies suggest that with the accession to the EU, brain drain may in fact increase, rather than decrease. 

Investments in SMEs and ICT R &D, thus, need to be observed more widely and holistically, towards reversing these trends and creating national opportunities for national talents. Thus, it is critical that the conditions be improved for all those SMEs that want to engage in research and development programs . Funding formulas and instruments need to be flexible and recognize the specifics of SMEs, (as opposed to the large industries and production systems that had direct links with large, state funded research institutions).

Procedures for applying for EU funds need to be communicated clearly and in a timely fashion. Campaigns and initiatives should be visible and transparent while practical implementation and monitoring of the national IST strategies still leave significant room for improvement. Numerous strategic documents recognize important facts, however seem to do little to reduce negative trends in the country. That specific policy role – of unleashing the potential of local research organisations and systematically supporting their participation in regional cooperation (Western Balkans and beyond) – needs to be decisively resumed by the state.

· Inadequate broadband infrastructure is a shared problem in the 11 target countries. Much more should be done quickly to improve the modest broadband infrastructure and access to it, especially outside of  Sofia.

· Public resources and other alternative funding should be increased in the state budget, as the private sector demonstrates little interest for providing it alone without proper tax incentives.

· In the governance sphere, contrary to expectations and the e-SEE recommendations, Bulgaria still does not have a Cabinet-level body for the information society governance, nor formal instruments to fight IP related crime, this deserves full government attention.

· The government should seriously revise a strategy to combat further waves of brain-drain. The reason for the heavy brain drain - among the worst in Europe - is the low monthly salary average (which as of June 2005 was only 167 euros, compared with that of Romania 275 euros). The problem above all this is the government’s inefficiency and inflexibility to reaction to the quickly changing environment.

· Having joined the European Union in 2007, the government should continue with efforts for a significant and fast synchronization and harmonisation of relevant legislation with that of the EU – which will only help attract further FDI (Bulkgaria is already a leader in the region). 

· The government should see through the planned implementation of a high speed network for electronic communication between scientific organizations, universities, scientific libraries and high schools. In addition, the establishment and development of the regional center of the European Software Institute for transfer of top software technologies and expertise in the newest methods in software engineering deserves government attention and support.

Croatia

The primary state response would be through a coordinated policy and legislative action aiming to facilitate SME interaction and collaboration with ICT/ IST oriented  R&D programs. Secondly, both state and civil society can help improve the communication channels between the public sector, academia and the private sector, to promote the developmental potentials of ICT based and research oriented SMEs. This would be significant in addressing the problem of brain drain, and reversing the trend into a brain-gain (although Croatia isn’t as affected as, for instance, Bulgaria or Romania). It could also provide information for potential investors.

The government should continue to implement its new strategy of broadband development which has set the goal to achieve 500,000 broadband subscribers by the year 2008 and mobilize all necessary support towards meeting this important target.

· The accelerated rate of overall development and the particular growth of national ICT sector requires better conditions for SMEs and better coordination of innovation and modernization policies. 

· Some statistics point that the level of innovation in Croatia is ten times lower than the average EU ratio. This implies the urgent need for articulation of priorities, coordination of strategic policies and more financial support for innovative programs - including support to cooperation between ICT oriented SMEs and IST research organizations.

· Further, this involves a greater level of awareness raising and understanding about joint initiatives between ICT companies and IST research organizations, and the value added and opportunities created in such ways. 

· The Croatian government should seek to harmonise its IST policy framework on various levels with that of the EU. At the same time, it should put in place various strategies to counter the possibility of an increased brain drain after accession. For example, the Central Bureau of Statistics has to harmonise its procedures, methods and most of its infrastructure (statistical registries, classifications and nomenclatures) with the EU directives based on the EUROSTAT document “Statistical Requirement Compendium”. The national strategic documents still remain too general without any serious elaboration. Worse off, so far they have excluded the broad research community from giving input in an organised and institutionalised way. Thus the government should make sure to draft a realistic strategy to deal with the development of IST in the country and include all of actors concerned in the process.

· In addition, Croatia should continue implementing and commercialising new IT technologies (regarded as the leader in the region) as it has done so recently, for example triple play, 3G and Wimax, which are already in commercial use.

· Although higher than that of the other target countries, the government should also give greater importance to funding for science, research and technological development (in 2004, it was estimated to be 1.25% of the GDP).

· The local authorities must adequately support the creation of centers of excellence in research and technology, based on public private partnerships. The country should implement policies and strategies to make Croatia more desirable for foreign investment (by creating technology incubators, R&D centers and technology-business centers and linking them with the research/academic institutions and R&D based industry). 

· In addition, the connection between the National Research and Education Networks and the Pan-European  Research and Education network needs to have real support from local authorities, not to mention that the Grid-Enabled e-Infrastructure Development is also of utmost importance.

FYROM

Policies and practices around IST in FYROM are still in very early stages. The internet penetration rate is among the lowest in Europe (estimated at 6.4%) , while the lack of the overall capacity and access infrastructure result in the low uptake and the slow development of the ICT sector. The whole regulatory environment falls behind, followed by small number of users (private and public) and a very basic ICT-based service oriented culture. 

Not only is the internet penetration level rather poor, broadband is nearly unheard of outside academic and business communities; in 2004 there were only 2,400 broadband users. Similarly, the number of ISPs in the country does not exceed 15, of which very few are operational. The government should thus take robust action to develop the country’s infrastructure, especially outside of the capital, and allow more competition to flourish – whilst at the same time create a national strategy to raise awareness of IST opportunities (eGovernment, eBusiness, eHealth). Thus the major effort underway must not be hampered, the installation of routers and upgrading of connections to cities such as Ochrid, Bitola, Tetovo, Kumanovo and Stip most not be stalled.

Greater participation is needed in EU RTD programmes. In FP6 the participation was very modest (25 projects were selected from 168 proposals and a success rate in funding received was 11.2% in IST area). By participating in these programmes, not only do the participants gain valuable experience, they form bonds which could potentially attract foreign investment. Too little is known of FYROM, which keeps it outside of main EU ICT currents. The government thus needs to better disseminate information about international programmes and give additional incentives to companies to participate.

· Considering the magnitude and the urgency of reform activities needed, the first practical step would be to increase funds for key simultaneous activities. One such activity should support the participation of the private sector SMEs in the IST research and development programs. These programs are all-encompassing and introduce institutional and conceptual innovation, cooperation and collaboration, networking and interaction, inclusion of various actors, and exchange of knowledge and resources, while accelerating the pace of knowledge-based, decentralized economic development and labour reform. Thus, the success of such programs should be an ultimate strategic interest of the government. 

· The state should also stimulate the participation of Macedonian SMEs and research & development institutions in international programmes. Private research centres would welcome systemic changes which would enable them to take a proactive role in ICT research and in this way, provide valuable informed inputs to public policy development. These comprehensive reforms and activities require a robust high-speed internet infrastructure that should be developed across the country and link rural and urban, academic and business communities. 
· Continuous privatization could provide financial aid to SMEs, and raise awareness about international projects, EU funds and potential partners. 

· More cooperation with neighbours in IST (like, Albania), could help solve internal social and political problems, and allow the government to focus on other developmental priorities such as ICT/ IST strategy.

· The law on electronic communications that was presented in February 2005 (main goals are new foreign investment, protection of users, monopoly abolition, allowing competition and market liberalization) needs to be implemented by local authorities.

· The two largest mobile operators have to be forced to pay the radio-frequency fees, which they have not done so for the past three years.

· The government should take necessary measures to guarantee and enforce a level of protection of intellectual, industrial and commercial property rights similar to that existing in the EU.

Moldova

Having the least developed ICT market among all target countries Moldova needs to develop a new, realistic national strategy for Information Society and within it address the whole sector of ICT related innovations and structural/functional links between SMEs and R&D institutions and programs (public and private). Current strategy is more a result of country’s wishes to follow the recommendations of the EU than it is a plan tailored to realistically build on starting points and maximize opportunities by communicating importance, raising visibility and mobilizing more actors and leaders. 

The government needs to involve and support its IT industry in EU ICT programmes and projects, for the positive experience to be gained not only for those participating, but so that the whole country does not remain outside of the main EU ICT currents. 

· Starting from high priorities, it needs to take urgent and simultaneous steps in improving the ICT infrastructure, especially broadband in both rural and urban areas.

· On the policy level, educational system and infrastructure need immediate attention; there is still a prevailing traditional approach to research management, based on excessive centralisation, while the new economy requires open, flexible and collaborative models of knowledge building/sharing, and a performance-based approach to research activities. 

· Long term investments in R&D projects can grow only with more robust policy, normative and infrastructure modernization and the improvement of overall business climate. 

· The government should reassess its priorities according to the realistic possibilities and keep promises to increase research funding to one per cent of the national GDP by 2008.

· Private companies: besides fundraising, they need to explore the possible comparative advantages of national industries, identify areas of potential excellence and raise international awareness about the potential of Moldovan ICT industry.

· Shadow economy is a primary adversary of a more robust ICT development. It limits domestic demand for ICT products and services and devaluates the knowledge and skills of ICT professionals. Employment is uncertain and pessimism prevails while the state authorities themselves have low professional knowledge of ICT. This issue needs to be addressed comprehensively at a priority basis. 

· A comprehensive knowledge and capacity building campaign needs to be at the top of the national ICT communication and awareness raising strategy. This undertaking exceeds the scope of purely tying SMEs to the sources of ICT RTD and innovation, and creates valuable opportunities to transform and revolutionize Moldovan economy and society as a whole.

· The so-called “Electronic science” initiative needs to be further realised / implemented – as it is already showing some results. For example the use of efficient informatics networks; thus the Academy of Science and the Center for Information and Technologies of the Institute of Mathematics and Informatics have been reorganised to become the Academy of Sciences Center for Information Resources and Networks. 

· In addition, the government needs to direct some attention to and renew its facilities dedicated for scientific research, as many are worn out and out-of-date, many of them also do not incorporate computers and cannot be integrated in informatics networks. Which means that the publication of results of the scientific research, with a few exceptions, are done only in the traditional printed form, while electronic publications are rare.

Montenegro

The development of a strong and visible ICT sector in Montenegro is still more of a promise, than an easily traceable action. Like in many other target countries, statistics here must be taken with caution; according to some data, 0.33% of the GDP is directed towards scientific research since country’s recent independence. This is not sufficient for the plans and promises made in the high level strategy documents and policy-action plans. 

Montenegro is very good at raising visibility (and expectations), by organising international events, conferences and specialised seminars for students, scholars, ICT professionals, ICT companies and other various participants (big vendors such as Microsoft, Cisco, HP, Symantec). These events are useful as they bring communities of ICT knowledge together, and promote innovation and collaboration through open peer networks. Depending on tangible outcomes of such initiatives, they could help reverse the brain drain and create more domestic opportunities for young generations and investors. Such events also mobilize public representatives in thinking and acting towards improving education levels for the rest of the population as well as the administration- in learning how to use new technologies. 

· Key steps to be taken simultaneously are: 

a) besides the increase of government funding, the state needs to improve the coordination of legislation for IST related research and development.

b) Further, a truly meaningful policy and normative work requires recognition and greater collaboration between all actors and stakeholders, starting with SMEs and research organizations, but also reaching out towards civil society (including various professional associations). While they may see an advantage in organizing themselves to articulate and communicate their needs, the government gets a chance to create a level playing field for small businesses and other actors in civil society. 

· In this way, with proactive and decisive leadership, privileges of the few could give way to creating opportunities for the many, and build a healthier ICT sector which could  cooperate and participate in various regional projects not only for financial reasons, but also to build and share knowledge, and step out to global markets. 

a) Full privatization of telecom did bring necessary funds into the national budget, but the distribution of that wealth and the investments in smart ICT related developmental programs are not yet fully visible. 

b) The need and the next opportunity is in the area of broadband development, if Montenegro is serious about creating high-speed links to global markets for citizens and businesses. There is a big promise here, and yet, little action.

c) The state could benefit from making a strategic decision about the area(s) in which it would need to urgently improve its ICT capacities.

· The Ministry of Education and Science needs to continue the development of the Montenegrin Education Information System as a basic component for strengthening of ICT in education and research.

· The Government should continue the eGovernment project it has started, which aims to connect governments at all levels into a single secure broadband internet based network, to connect educational and health institutions to the internet and to create public access points in all towns and villages with more than 500 citizens by 2008.

· The telecommunications infrastructure has been developed in the last few years, however suitable conditions of using the infrastructure need to be created.

· Additionally, the government needs to deal with the lack of ICT leaders and strategic institutional organisations, even though the country has a significant human potential. 

· The government should create a realistic strategy to raise internet penetration, especially to the general public (in 2005 it was estimated to be 19.8%). The majority of internet users are still dial-up, broadband infrastructure needs to be developed – especially outside of the capital. 

· A realistic strategy needs to be created to tackle the problem of brain drain, if not for brain gain – the Montenegrin diaspora remains an untapped potential. 

Romania

As a part of the EU, Romania has a growing ICT sector and a well educated and technically skilled workforce, yet significantly lower salary range than the rest of EU. While foreign investors see this as an advantage, this imbalance triggers brain drain on the national level, as skilled ICT professionals look for opportunities abroad. 

The ultimate task for policy makers is to proactively address this issue and improve market conditions and career opportunities at home. One of the ways is to explore the possibilities for ICT expansion in the eastern parts of the country, as central and western parts of Romania contribute more than 90% in the national ICT production. 

Given the monopolistic tendencies within the Romanian ICT market, there is a need to create a level playing field for other smaller actors and businesses. The state is primarily responsible for making this happen, and can further assist by allocating more public funds towards stimulating research and innovation and making new technologies affordable to smaller entrepreneurs. According to the studied data, only 10% of the firms receive some kind of public funding (306 SMEs), while the rest is dominated by tycoons. This explains why far greater participation in EU RTD programmes is urgently needed and recommended. Such participation would bring experience, skills and the means to the regions and help design and implement Information Society policies, strategies and programmes which are currently lacking. 

All this is not only about the funding, but very much about coordination. In the previous years, significant financial resources were spent on ICT infrastructure, equipment and development of services, yet this was done with little coordination or adequate staffing. Given the scarcity of qualified professionals to work on these projects, the demand caused high fluctuation, which negatively affected the quality of provided ICT services. 

· Comparing to other EU countries, Romanian exports still come from the predominantly low value-added sectors. This could be changed through putting greater strategic emphasis on innovation capacity and integration of new knowledge with the fastest growing SME ICT sector. 

· Residues of grey economy are yet another negative factor, particularly in the areas of piracy and devaluation of intellectual property. In this domain, Romania needs to strengthen its legislative and administrative capacities for implementing European standards and enforcing its legislation in the IST sector. 

· Priority attention of the government must be given to the project “Elaboration of the National R&D and Innovation Strategy for 2007 – 2013”, which aims to re-evaluate and reconsider the priorities and objectives for R&D and innovation fields.

· The government should also go ahead with its plan to increase public expenditure for the R&D sector to 1% of the GDP during 2007.

· Even though Romania has made general progress in the field of intellectual and industrial property rights, the government needs to put further effort into tackling the area of copyrights protection.
· Greater importance to EU RTD programmes should be stressed by the government (dissemination, support), as for instance the financial success of Romanian participants in FP6 was modest:  obtained vis-a-vis requested funding was only 7.6% overall, and 8.1% in IST area.

· The government needs to adequately deal with the poor understanding of marketing and branding issues, which hampers the establishment of “software outsourcing clusters” (their potential to expand outside the regions or niches is considered high).

Serbia

Similar problems persist across the region: discrepancy between declared strategic orientations and practical actions taken; existence of isolated islands of excellence in the sea of inconsistency; rural-urban divide; lack of horizontal cooperation and collaboration on all levels; elite computer expertise and innovation juxtaposed to masses of low cyber culture.

Robust growth of the SME ICT sector cannot be solely entrusted to the market, also because of the decade of economic sanctions that had destroyed institutions and pushed Serbia behind most of its neighbours in the late 90s- at the peak of Information Era. Although there is now a growing ICT market in Serbia (highly concentrated around Belgrade - technology parks attracting FDIs), there is still very little strategic and policy action towards creating equitable conditions, conducive business developmental environments and integration of sectors critical for the growth of the knowledge economy. There is a strong vision of the few, often detached from the instruments and the mechanisms of influence, or means of persuasion. 

· Government at central and local levels provide some services on an ad hoc basis while the standards of quality and delivery, vary. These random practices create concerns especially in the governance of SMEs and support to their collaboration with IST R&D organizations, proposed through EU programs. Thus, new measures need to support SMEs in the IST industry. This involves their equitable position vis-a-vis other big players, and enhanced chances for partnerships with various private, public and civil society entities (education centres, research incubators, business communities as well as EU program and regional cooperation). 

· The government has a responsibility and a role to play: it needs to activate and start implementing the government IT strategy, focusing on clearly stated priorities. 

· The government has to introduce a coherent national innovation system and policies that ensure coordination, collaboration and networking between institutions and sectors that support business (entrepreneurs, R&D educational centres, donors, investors, diasporas, venture capital).

· In spite of sanctions, there were certain paradoxes: in the early nineties, investments in R&D varied from 1.1 to 1.2 percent of GDP, and peaked in 1999 at 1.4%. Contrary to expectations and the privatization trends since 2000, the level of investments in R&D has fallen down to 0.52%. These numbers call for alert and rapid coordinated policy action towards affirmation of local talent and support of national innovation. 

· By supporting structural collaboration between SMEs and R&D institutions, the state could solve a wide set of other related core problems – ranging from unemployment, reform of economy and reversal of brain drain. 

· The Ministry of Science and Environmental Protection should go ahead with the plan to invest 25 million euros per year for financing 458 basic research projects in the years 2006 – 2010, which would include 5500 researchers.

· The government should continue the funding of up to 50 research and innovation proposals for RTD programmes initiated by the Minister of Finance in the National Investment Plan, which began in spring of 2006, and should last up to a period of six years.

· The government should realise and support as much as possible plans which promise to develop technology parks to rival the best in Europe. 
· At the same time accelerate privatization, which could help attract foreign investment. Speaking of which, further transparency of activities which would contribute to a more productive economy. 

· The government should also take note of Serbia’s participation in FP6, even though financial results were generally good (a success rate of 16.5%), they were very modest in the area of IST (4.7%).

Ukraine

The country has great potential for the development of ICT sector, however severely challenged by grave obstacles and structural problems. Ukrainian R&D sector is chronically under funded (30% of Ukrainian science is financed through foreign grants) and this is an issue affecting negatively many initiatives for the development of the sector. 

Clearly, the financing and the management of funds in the research sector need improvement and serious political commitment. The “Electronic Ukraine” initiative is a set of programs and services aiming to improve e-government, support national development opportunities and strengthen the cooperation with the EU in the scientific and technological areas, as well as between SMEs and R&D institutions. However, there is a big gap between the pronounced government intentions and its realization. 
· Apart from structural, financial and political reasons of the ‘gap’, there is a huge capacity issue. There is a greater demand than supply of technical skill and talent, because of the brain drain. 

· If the government is serious about addressing the brain drain problem - it needs to develop a widely coordinated set of proactive incentives for the retention of skilled ICT workforce; 

· it needs to provide direct financial assistance to smaller businesses employing IT experts and talents and wish to invest in R&D. Ukraine could thereby reverse the trend of exporting “crude knowledge” and instead, export knowledge intensive technology products.

· Given the size of the country and the magnitude of needs, it would be opportune that the government develops a broadband access strategy and identifies potential (public and private) partners in building this critical infrastructure (which many consider as utility).

· The unequal distribution of wealth coming from telecom revenues partly explains why the public funds for financing research and development stayed dry. There is still a significant dominance of tycoons in the telecom and ICT sector; this imbalance suffocates the SMEs, which is why the government should take a more robust and transparent action to level the playing field and activate incentives for all to be able to exist, compete and/or collaborate in the domestic market or try to enter the international markets. The new budget for 2007 proposed the range of possibilities for new ways of direct or supplementary state funding for R&D businesses (and for the state budget to be increased, as promised).

· The government should make sure that the development of the infrastructure of scientific, educational and telecommunication networks (URANIUM), be connected to research institutes, scientific libraries, centres of scientific and technical information as well as integrated with the European research network (GEANT).

· The government should look into the fact that leaders and officers often responsible for international cooperation lack business and management skills. Thus better opportunities in training in those particular areas need to be introduced, as well IT experts from advanced countries to fill important positions in the sector should be encouraged.

· Tax policy also needs to support employment of highly paid IT experts (currently tax rates go up to 80% of the salaries). 

Part  B:   Recommendations by success-factors

	Definitions of the key seven groups of recommendations

	1. Policies 
and practices incenting or impeding research 
and innovation
	· Discrepancies between R&D intentions and effective implementation policies, regulations, business practices and institutional reforms are widespread. National governments need to urgently address them and adopt national IST strategies – to harmonize and create conducive conditions for linking businesses with research & development communities

· Special government attention is needed around articulation of initiatives that bridge the gap between research discovery and market ready inventions, i.e. initiatives that help entrepreneurs and start-up companies bring new (ICT-IST) products/services to the market

· Domestic markets need to implement reforms towards creating fair conditions for business growth, competition and increase interest for export 

· Security standards need to be put in place to ensure safe interactions

· Governments need to include the ICT sector in  short- mid term planning and take a more detailed and systematized approach in tracking performance and committing support (Results Based Planning)

· Smart and targeted tax incentives are important state instruments to stimulate companies in question to participate in EU IST R&D programmes. A common framework for tax stimulations could be developed  based on best practices (concessions mechanisms), implemented by some of the target countries (Romania, Bulgaria)
· Proactive strategic and policy planning needs to include 
· R&D policy reform- bridging the gap between research & innovation; 
· Distinct policies for commercialization of knowledge through positive instruments and linkages between the research communities (technological and discoveries and patents), business entrepreneurs (application of discoveries and patents into products and services) and the market (placement of new products and services into physical and e-commerce networks and markets)
· Intellectual Property management and low barriers to IP exploitation are essential for meeting long term R&D goals and for the seamless transfer of knowledge/ discoveries from labs to enterprises and market; failure to address IP adequately, directly impedes growth in the knowledge economy
· Higher education and labour market reform to reflect the changes and the preparedness for the business needs of software & ICT industries;  
· Structural inclusion of SMEs in all relevant strategies and policies; 

· Equitable access to high speed internet as a precondition for modernization and reform of all mentioned sectors/areas



	2. Capacity


	· Target countries average success rate in participating in EU IST Framework 6 programs is 9.6% and EU-25 is 20.9 % Low success rates point to the overall need for capacity building in all national sectors that contribute to success;

· The availability of researchers in multiple areas, across disciplines, and without language barriers is critical for the next stage of development in the target countries, wider regions and Europe as a whole. Governments need to demonstrate the understanding that brainpower is the highest national asset and act accordingly and constructively to capitalize on it;
· Robust strategies and policies need to be put in place to reverse the brain drain of skilled IT staff into a brain gain, i.e. retention and growth of national intellectual capital (example of Siemens in Romania);
· Low levels of e-readiness and computer literacy need to be proactively addressed through focused short term programs and longer term –wide and comprehensive capacity, literacy and skill building programs – for general as well as for specific participation in IST research & development projects/ EU programs;
· The EU, (through NCPs and other channels) should revisit and propose improvements in the ways in which knowledge of EU strategies, policies, priority activities, and terminology is made available to the interested parties in the target countries;

· National governments need to strengthen and accelerate reforms to build a non-partisan, professional bureaucracy capable of operating in a transparent fashion and governing creatively to respond to new challenges posed by new modalities of business- R&D interaction and partnerships.


	3. Collaboration and partnerships – peer networks

(horizontal, cross institutional, cross sectoral)

	·  Growth of R&D in the IST sector, and partnership-investments require superior coordination, strong horizontal linkages between structures, strategies and policies in key sectors; 
· Habits, as well as policies and government R&D funding patterns need urgent modernization to include greater collaboration among stakeholders with converging interests (such as R&D centres, business) within and across national borders;

· National R&D facilities need to widen the traditional limits of scientific and R&D collaboration and reach-out towards the leading Western European research institutes; national stakeholders need to increase contacts with potential European partners to create viable consortia;

· Aggregation of funds from various sources and stakeholders would reduce financial barriers for participation in EU-funded IST research programmes and enable better preparation of project proposals; securing funds should be easier for collaborators new partnering opportunities and stimulate greater business investments in R&D; these changes could result in the increased-aggregation of funds, necessary for high quality applied ICT research; 

· Formation of peer networks would provide greater access to much needed information, technologies, technical and expert support; it would enable knowledge-sharing.

	4. Communications and culture of collaboration


	· Proactive approach to building a collaborative culture and infrastructure is essential in meeting EU standards for cooperation across organizations, institutions, regions and silo structures. Incentives should be made for leaders and champions of change, who promote modern electronic means –portals for peer consultations, business support and decision making, to deliver modern solutions

· Better supply of information on EU programmes and calls is needed ( particularly in FYROM, Croatia, and Ukraine; less in Serbia, Montenegro, Albania, and Romania) current supply of information by some NCPs is inadequate and insufficient, so special attention must be focused on reaching out for private businesses and SMEs (example would be – building national/ regional peer network)

· Articulated public, corporate and academic pressure would be useful for governments to consolidate efforts, revisit directions and priorities,  and accelerate reforms;

· Most target countries need more entrepreneurship and innovation friendly business climate, stricter rule of law and predictable regulatory development – which is also the precondition for responsible, longterm oriented FDIs.




	5. Bus.climate;

FDI in IST R&D  and user friendly technologies
	· Broadband infrastructure development (wired and/or wireless)

· Business-centered portals, as key electronic tools for support to these sectors and governance;

· Peer networks and affordable, easy to use applications;

· Opportunities for employing new regionally developed/ licensed technologies and attraction of venture capital.



	6. Leadership 


	· New generation of leaders and change agents are needed to  champion the transformation of creative ideas and discoveries, into economic advantages;
· Through collective efforts, new change agents will champion national and regional cooperation, building of wide networks to incorporate businesses, researchers, governments & municipalities and donors to succeed in achieving promised developmental results and building competitive, innovation-based economies.


	7. Future EU role and support


	· Towards the FP7 cycle, the EU may consider simplifying rules of participation, to give a chance to smaller players in need of support and aggregation of resources; 

· Most attention and support should be given to those countries with the least expertise in participating in EU IST R&D programmes and the preparation of projects;

·  Assisting target countries in the reorganization of (state-society)  responsibilities where the private sector and civil society play an increasingly important role in selecting priorities for national R&D programs in IST, and as a resource base for the knowledge economy; 

· Assisting target countries in actions towards rapid development of broadband infrastructure;

·  Joining countries in robust communication campaigns about the strategic importance of IST research & development, reversal of brain drain and development of the knowledge-economy.




Part C:   Stakeholder’s role in fulfilling recommendations

Stakeholder: IST Research Bodies

1. Policies& practices stimulating research & innovation: 

· Research institutions have a special role in lobbying, pressuring and helping policy makers identify and remove barriers to better regulation and easier business –R&D interaction;

· Research institutions have a special role in linking research & innovation with knowledge commercialization, through developing centres of excellence in focus areas – between researchers, small and large companies (investors) as well as other sponsors in the region;

· New regulations should ensure a level playing field and a competitive R & D market.

2. Capacity

· Invest in the availability of researchers in multiple areas, across disciplines, and without language barriers, as critical for the next stage of development in target countries and Europe as a whole.
· Research institutions and ICT business associations are best positioned to propose national action plans towards fostering knowledge as a virtue, respecting education and ensuring reproduction and growth of talent and the availability of researchers in multiple areas; 

· Create friendly, functional conditions for the coexistence of big and small research centres (the latter- with flexibility for smaller projects, complementary to the large ones) 

3. Collaboration and partnerships ;  (Horizontal / cross institutional/ cross sectoral)

· State funded universities and other privileged research institutions will need to take the lead in creating more equitable research (& funding) conditions for smaller, more specialized R&D centres, labs and hubs; another collective lead is to be taken towards creating systemic conditions for efficient transition of ideas from the lab, to the market place.

· Replace the traditional silo approach to governing research and small business separately by a more holistic and coordinated management of areas and sectors that converge and integrate at some points;

· Improve organizational capacity to pressure governments to remain committed to financial and regulatory assistance.

4. Communications and culture of use

· Research institutions have a special responsibility in promoting the culture of innovation, discovery, intellectual competition and respect for education – as benefits to society as a whole

· They are in the best position to take the lead in reaching out to local/ regional businesses and communities, supplying the information on EU programmes and stimulating creativity and demand towards building joint programs and proposals.

5. Business climate, FDI in IST R&D  and user friendly technologies

· International investments and partnerships are best attracted through a smart business climate,  security for IST R&D type of investments and promotion of Greenfield investments that will build on the capacity of the existing talent and foster brain-gain (Siemens, Romania)

· Research institutions are the primary resource-bases for supplying intellectual capital and ensuring ample national opportunities for their placement, growth and excellence.

6. Leadership

· Research institutions can provide leadership in promoting the culture of innovation, reaching out to business communities, IST industries, governments-communities and civil society , towards achieving overall societal progress and accelerating the pace of economic development.

7. Future EU role and support

· Maintain a constructive role in assisting target countries in building cross sectoral and cross jurisdictional partnerships, and reorganizing (state-society) responsibilities, so that research institutions, private sector and civil society can resume a more important role in selecting priorities for national R&D programs in IST, and act as a resource base for the knowledge economy; 

· Improve assistance for robust communication campaigns about the strategic importance of IST research & development and retention of talent as a key resource for the knowledge-economy.
Stakeholder: ICT Companies, especially SMEs

1. Policies& practices stimulating research & innovation

· Adopt a business strategy based on achieving knowledge-based competitiveness and intensify company’s business and RTD links with leaders of the sector in the domestic and international environment.
2. Capacity

· The availability of researchers in multiple areas is critical – companies including SMEs should invest into their R&D capabilities;

· Link with colleges and universities, donors and larger industry sponsors to establish functional ties with the sources of knowledge, and in turn present business opportunities through which that knowledge could be turned into valued and marketable products and services.

3. Collaboration and partnerships ;  

· Create long term, strategic partnerships with research organisations which have compatible interests and can serve as support for a company’s ambition to become a technological leader in its segment of the ICT market.

4. Communications and culture of collaboration

· Celebrate and affirm knowledge, innovation, discovery and the culture of experimentation...

· Communicate, through peer networks, innovative intentions and raise visibility and awareness about the intellectual potentials and needs for assistance and additional resources.

5. Business climate, FDI in IST R&D  and user friendly technologies

· Develop strategies for attracting venture capital, business angel investors/inventors and emerging technologies & applications, that are looking for pilot environments and an experiment-friendly business climate; 

· Identify IST RTD programmes relevant to the company’s strategic orientation and organize a team to coordinate the activities regarding the preparation of project applications, creation of a consortium, the execution of project activities, and their promotion and follow-up.

6. Leadership

· Because they have vested interests and are need driven, SMEs are in the best position to take the lead in the building of a new -entrepreneurs’ peer network environment, supported by broadband, and managed through a decentralized type of governance that would include all relevant stakeholders in discussing and making strategic decisions important for all actors involved.

7. Future EU role and support

· The EU may wish to consider simplifying and reducing the complexity of rules of participation in FPs, to give a chance to smaller players in need for support and aggregation of resources.
Stakeholder: ICT Business Associations

1. Policies& practices stimulating research & innovation:

· Represent the sector in the dialogue with the government on policies and regulations  concerning the conditions of developing the information society;lobby government and donors;

· Contribute to the effective formulation, development and implementation of national IST strategy.

2. Capacity

· Ensure training programs for enhancing successful participation in competitions for FP7 IST R&D funds;

· Support its members in participation in EU IST RTD programmes;

· Improve and align the capacity and performance of National Contact Points (NCPs) in the range of services they provide and the to date maintenace of transparent databases and business contacts.

3. Collaboration and partnerships

· Propose and actively facilitate easier and productive patters of connecting firms (from start-up to the more developed ones) with research communities (as sources of talent and ideas), at every stage of development and growth;

· Encourage its members in collaborative R&D together with research entities at the national level and in involvement in international cooperation in IST RTD projects.

4, Communications and culture of collaboration

· Raise awareness of the importance of all aspects of information society;

· Develop target strategies to mobilize youth interest for R&D –IST oriented programs, point to the career prospects and ensure a steady supply of knowledge/talent for the research & innovation chain;

· Develop communication strategies to ensure maximum exposure of IST ideas and actions to all media.

5. Business climate, FDI in IST R&D  and user friendly technologies

· Work with governments to develop frameworks for (matching) public funding of R&D –IST projects;

· Propose measures for creating (venture) capital markets, and taking small companies with growth potential, on a developmental journey; 
· Promote the strategic importance of broadband for IST R&D and identify areas for experimental use of new technologies.
6. Leadership

· Ensure a right mix of technically and commercially skilled leaders; build up their capacity & networks;

· Create and manage functional, interactive peer networks; focus on selecting national areas of excellence with best potential for growth, and most need of assistance;

· Offer support to sectoral leaders and political champions delivering change.

7. Future EU role and support

· Provide additional support mechanisms for strenghtening and aligning the capacity of NCPs in target countries.

Stakeholder: Government Authorities

1. Policies& practices stimulating research & innovation:

· Create an environment that supports research and innovation as central pillars of change, growth and prosperity;

· Adopt national IST strategy and policies; introduce primary and secondary legislation supportive to the development of information society; place IST as one of the priorities in national research programmes and respect that in funding decisions;
· Enact R&D policy reform to bridge the gap between research and innovation:  approve R&D-friendly legislation (simplified rules for registration of research institutes, tax concessions for R&D expenditures, measures to make research careers attractive and address the brain drain problem)
· Launch distinct policies for commercialization of knowledge through positive instruments and linkages between the research communities (where IST discoveries are made), business entrepreneurs (application of discoveries and patents into products and services) and the market (placement of new products and services into physical and e-commerce networks and markets);
· Responsibly manage Intellectual Property to support long term R&D goals and seamless transfer of knowledge and discoveries from labs to enterprises and market; 
· Reform higher education and labour market to reflect the changes in the relations between research communities, broader businesses and particularly IST & ICT industries
· Functionally include SMEs and other key stakeholders in all relevant strategy and policy making processes.
2. Capacity

· Demonstrate the understanding that brainpower is the highest national asset and act accordingly and constructively to capitalize on it;
· Proactively address low levels of e-readiness and computer literacy through focused short term programs and longer term –wide and comprehensive capacity, literacy and skill building programs – for wider purposes as well as for specific participation in IST projects and other EU programmes
· Build a  non-partisan, professional bureaucracy capable of operating in a transparent fashion and govern creatively to respond to the new challenges posed by the need of business- R&D interaction and partnerships;
· Put robust strategies in place to retain and grow national intellectual capital and reverse brain drain

3. Collaboration and partnerships ;  (Horizontal / cross institutional/ cross sectoral)

· Align the principles and policies of internal cross-institutional and cross-jurisdictional cooperation with the external objectives of supporting all stakeholders in the IST R&D process;

· Involve business in selecting priorities of the national IST research programmes, as well as in funding RTD projects;

· Stimulate innovation through government support for collaboration between academy and business (centres of excellence, science and technology parks, business incubators, ‘angel’ inventor SMEs)

4. Communications and culture of collaboration

· Communicate to the public and decision makers why investing into RTD is of strategic importance;

· Lead by example in the building of a collaborative culture and infrastructure to meet EU standards for cooperation across organizations, institutions, regions and silo structures.

5. Business climate, FDI in IST R&D  and user friendly technologies

· Introduce tax incentives and other measures to attract investors- (for Greenfield and relocation);

· Building competence of administration to facilitate partnerships;
· Strong commitment to equitable access to high speed internet as a precondition for modernization and reform of all mentioned sectors/areas.

6. Leadership

· Political leaders need to publicly celebrate education, competence and the potentials of knowledge based economy for job-creation and overall prosperity; they need to demonstrate the understanding that brainpower is the highest national asset and act accordingly to capitalize on it

7. Future EU role and support

· Secure gradual increase of public RTD funding at EU and national levels in line with Barcelona targets;

· Revisit the ways in which knowledge of EU strategy policies, priority activities, and terminology in IST domain is made available to the interested parties in the target countries through National Contact Points and other instruments.

Stakeholder: European Commission

Recommendations for this stakeholder are - due to its nature - not given within the scheme of defined success factors but generally:

· Continuously influence the establishment of legislative and institutional foundations for the information society in target countries – taking into account specific conditions and requirements in individual target countries;
· Target specific FP7 actions supporting IST developments in target countries, as they have an important impact on European knowledge-based competitiveness, and reduce the pressure of brain drain on target countries;
· Give proper attention to information society issues in relations with the target countries, and support the IST domain in the preaccession efforts of the countries concerned;

· Support stakeholders’ activities which contribute to strengthening knowledge society with special reference to IST in the target countries.

It is expected that the interest of target countries for the ICT research within the FP7  would further increase, as it is the area which will receive the biggest share of FP7 funding, i.e. 9.1 billion €. For the period 2007-2008 seven priority challenges have been set and the target countries need to familiarize themselves timely with these priorities in order to be able to participate successfully in the calls for the implementation of respective programmes.
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Annex 2: Overview of key IST RTD Indicators for Target Countries

	
	Albania
	Belarus
	BiH
	Bulgaria
	Croatia
	Macedonia FYR
	Moldova
	Romania
	Serbia&MN
	Ukraine

	ICT Market Size1
	
	70 mil.€ Offshore prog.
	
	€2.2 billion 2005
	IT market $223 million 2005
	$524 million 2004
	$524 million 2004
	€3.6 billion 2004
	€245 million2005
	€4.7 billion 2005

	ICT sector:share in GDP²
	5.6%2004

Telecom

Revenue
	IT 40-60% of ICT
	
	3.18% 2005
	5%
	
	6.2%
	2.8% 2004
	1.5%2005
	7%

	ICT sector growth³
	
	
	
	11.6% 2005
	IT Market 13% 2005

ICT Market 18.4%
	
	12.8% 2005
	14.2% 200
	11%2006
	.

	Share of SMEs in ICT Sector4
	
	
	
	27%
	
	
	15%
	
	
	+/-15%est

	RTD projects statistics

-EU (FP6)

-participation of SMEs 5
	3 (FP6)


	3 (FP6)


	3 (FP6)


	52 (FP6)


	15 (FP6)

18 (IST SMEs)
	4 (FP6)

11 (IST SMEs)
	1 (FP6)
	59 (FP6)

24 (IST SMEs
	6 (FP6)

16 (IST SMEs
	8 (FP6)

2 (IST SME

	FDIs (in million €)

- stock – total ( end 2005)
--------------------------

- stock ICT (end 2005)
	€178 mil2003

--------------

€341 mil2004
	$305 mil2005

------------
N.A
	€ 487.7 mil 2004

-------------
N.A
	$13 bil 2005

---------------
N.A
	€ 1.4 billion2005
-------------- 12yrs = € 1.7bil
	$95 mil 2003

---------------
N.A
	10yrs = $790 mil
$58 million 2003

------------
N.A


	€5.1 billion 2004

---------------N.A
	$1.4 billion2005

1st 8 months of 2006 = $3.25 bil

----------------

N.A
	$7.3 billion2005

14 yrs = $17 billion

--------------N.A

	Total telecommunications revenue (% of GDP), 2004 6
	5,6
	3,0
	4,2 2000
	5,9
	5,4
	6,7
	7,5
	3,8
	3,32000
	6,1

	Total telecommunications investment (% of revenue), 2004 7
	12,8
	29,1
	27,5 2000
	44,7
	14,8
	12,6
	36,9
	17,5
	28,02000
	33,0

	GERD as a % of GDP8
	
	0,6%
	
	0,51%
	1.10%
	0,30%
	
	0,40%
	0,50%
	1.20%

	Researchers in R&D (per million people), 1990-20039

Economist’s Digital Opportunity index 10
	0,90
	1,871

0,92
	0,93
	1,263

0,96
	1,296

0,97
	0,92
	172

0,68
	976

0,93
	1,031

0,95
	1,774

0,91

	WEF ICT Index:11

                       -Rank:

--------------------------
                       -Score:    
	-
	-
	76

2.2
	48

-2.9
	40

-3.2
	70

-2.3
	-
	50

-2.7
	64

-2.4
	27

-4.1


* a new person is about to be appointed

1 Source: 6 framework project CEEC IST NET - Support to Organisations from the Central and Eastern European Countries – County mapping reports

2 Source: 6 framework project CEEC IST NET - Support to Organisations from the Central and Eastern European Countries – County mapping reports

3 Source: 6 framework project CEEC IST NET - Support to Organisations from the Central and Eastern European Countries – County mapping reports

4 Source: 6 framework project CEEC IST NET - Support to Organisations from the Central and Eastern European Countries – County mapping reports

5 Source: CORDIS, EUREKA

6 Source: World Bank: Information and Communications for Development 2006

7 Source: World Bank: Information and Communications for Development 2006

8 Source: Human Development Report 2006, United Nations Development Programme, http://www.undp.org/
9 Source: Human Development Report 2006, United Nations Development Programme, http://www.undp.org/
10 The Digital Opportunity Index is a composite index has been created from a set of eleven internationally-agreed

core ICT indicators (established by the Partnership on Measurement of the Information Society):

· Percentage of population covered by mobile cellular telephony

· Internet access tariffs as a percentage of per capita income

· Mobile cellular tariffs as a percentage of per capita income

· Proportion of households with a fixed line telephone

· Proportion of households with a computer

· Proportion of households with Internet access at home

· Mobile cellular subscribers per 100 inhabitants

· Mobile Internet subscribers per 100 inhabitants

· Proportion of individuals that used the Internet

· Ratio of fixed broadband subscribers to total Internet subscribers

· Ratio of mobile broadband subscribers to total mobile subscribers

Source: World Information Society Report 2006; International Telecommunication Union

11 Source: The Global Competitiveness Report, Measuring Southeast Europe’s Competitiveness



















� FDI: Foreign Direct Investment.


� The ratio resulting from “full-time equivalent divided by head counts” (FTE/HC) indicates to what extent R&D personnel are deployed in R&D. A ratio of one means personnel are engaged full-time in R&D, and a ratio of one half indicates that they are typically working half-time or have two jobs. These statements are of course statistical averages. The ratio of FTEs to HCs for R&D personnel in 2003 shows that the differences are interesting. In Bulgaria, the average ratio amounts to 88.8%, which signifies that the majority of Bulgarian R&D personnel were employed full-time in 2003. In Croatia this ratio is significantly lower at about 53%, which indicates that – on average – Croatian R&D personnel were generally employed half-time in any given R&D job. Serbia and Montenegro has a ratio of 70%, below the EU-15 average ratio of 75% (1995). The FYR of Macedonia has a ratio of 26.1%. These varying ratios indicate discrepancies in employment conditions relating to working hours in the R&D field (Data Source: Central Bureau of Statistics, Republic of Croatia; Statistical Office of the State Union of Serbia and Montenegro; National Statistics Institute, Bulgaria; Statistical Yearbooks of Romania; State Statistical Office, FYR of Macedonia. Notes: Serbia and Montenegro: 2001; number of R&D personnel and data for labour force are in head counts; no data for Albania, Bosnia and Herzegovina, and Romania). 








