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Abstract: The aim of this paper is to providc an overvicw of the development of the Czech
research and development (R&D) policy with special attention given to its regional dimension.
Stress put on regionalisation of R&D policy is rclated to thcorctical works arguing that global
competitiveness is strongly linkcd to locally/regionally specific and cmbeddcd factors. This
theoretical approach has been rcflected in incorporation of a strong regional dimension to
European research and innovation policy which has been partly transformed into policy aimed at
regional development support. In the Czech Republic, the modern research and innovation policy
is still at its very beginning and the regionally-based R&D policy advocated by the EU has been up
to now translated and adapted rather formally. However, there is now an overwhelming academic
agrcement that there is no “one-sizc-fits-all” policy and that every “best practice” must be adapted
to specific conditions under which it is implemented. The same goes for regionally-based R&D
policy. Thercfore, the qualitative analysis of the national stratcgic programming documents related
to R&D policy in the Czech Republic was supplemented with more detailed case studics aiming at
investigation whether there is rcal demand for such a regional dimension in R&D support schemcs
among both R&D institutions and firms in the Czech Republic.
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1. INTRODUCTION - THEORETICAL CAPTURING

Globalization, trade liberalization and rapid technological development, in parti-
cular of information and communication technologies (ICT), resulted in a rather strong
ubiquitification process of many traditional production factors, which implies that the
competitive advantage of high-cost regions and nations is steadily being undermined
(Maskell 1999). Thus, in recent years, almost all have come to a consensus that today’s
advanced economies are “knowledge-based” economies (sometimes called learning
economies) — economies which are directly based on the production, distribution and use
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of knowledge and information and where learning is the most fundamental activity for
competitiveness (Lundvall 1992, OECD 1996).

Yet, while there is a relatively widespread consensus on the positive association
among knowledge, innovation and competitiveness', an important issue remains
unresolved — that of the mechanisms and conditions through which new knowledge and
innovations are produced and translated into economic growth. The system approach to
innovation alleges that innovation is a social as well as a technical, nonlinear and
interactive learning process between firms and their environment (Lundvall 1992). This
so-called “interactive model of innovation” emphasizes the plurality of types of innova-
tion systems, as science and engineering are relevant to some of them only (Asheim
1999). Its advocates go on and argue that the traditional linear model of innovation is
rather timely and costly and thus can only be used efficiently in basic research in large
R&D laboratories. However, the interactive approach leads rather to incremental innova-
tions based on new combinations and/or new use of existing knowledge (Fagerberg
2005, Cooke 2003, Asheim 1994). Yet, according to Crevoisier (1994), in the long-term
perspective economic growth might not rely only or primarily on incremental improve-
ments as the stock of knowledge available might be sooner or later exhausted. Asheim
also underlines this problematic aspect of incremental innovations as they are focused
mainly on catching up and not on creation of new knowledge that could also prevent a
lock-in situation in regional economy (Asheim 1999). Thus, he claims, “what is needed
in a competitive globalizing economy is the creation of new knowledge through sear-
ching, exploring and experimentation involving creativity as well as more systematic
R&D” (Asheim 1999. p. 346) which still remains the source of radical technological
innovations.

The science system, basically public research laboratories and universities, still
carries out key functions in the knowledge-based economy, including knowledge pro-
duction, transmission and transfer (OECD 1996). Yet, it is known that R&D activities
and thus also R&D funds are strongly concentrated in few, particularly most developed
localities (see e.g. ESPON 2004, Oughton, Landabaso, Morgan 2002). Moreover, those
localities or regions with strong R&D endowments are likely to attract more of these
factors establishing strong processes of cumulative causation and, on the contrary, those
that do not have R&D endowments may continue to lag behind. Whether such a spatial
concentration is an effective allocation of R&D resources or not, has not been resolved
in the scientific literature yet. The Schumpeterian endogenous growth approach advoca-
tes that spatial concentration of R&D activities is more effective as some minimum
threshold need to be reached to carry it out effectively (Audretsch, Feldman 1996,
Feldman 1999). Therefore, it is advantageous to invest in regions which already possess
a relatively high density of R&D (Rodriguez-Pose 2001). Moreover, this approach
assumes relatively strong knowledge spillovers to neighbouring and lagging regions.
However, in reality, the ability to use new knowledge and technologies depends strongly
on the absorption capacity of regions as for instance quality of local human capital and
locally embedded codes which are usually missing in lagging regions and so possible
spillovers are strongly limited.

On the other hand, the neoclassical view argues that strong concentration might
cause also negative effects (e.g. due to the problem of lock-in which brings lack of

! This argument is supported for instance by Simmie (2006, p. 166) who mentions the OECD study
estimating that between 1975 and 1995 about half of the total growth in output of the developed
world resulted from innovation and this study also argues that between 25 and 50 per cent of eco-
nomic growth comes from technological progress.
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openness and flexibility) (see e.g. Hotz-Hart 2000, Boschma 2005) and leads to some
congestion and thus relative inefficiency. Therefore, it advocates a higher cohesion and
investments also in lagging or less socio-economically developed regions. Furthermore,
R&D investment in lagging or peripheral regions should lead to a more balanced regio-
nal development. In other words, it is necessary to find a compromise for the dilemma
between high (economic) competitiveness on one hand and social and territorial cohe-
sion on the other. Solution for this compromise is also one of the key objectives of the
EU policies. Pursuit of its fulfilment together with the recognition that competitiveness
based on innovations is the principal prerequisite for economic success led to frequent
discussions how to appropriately support R&D activities by public interventions. In the
EU, an important part of R&D activities is still financed through public sector and those
funds, or rather institutions using them, are strongly concentrated in few, particularly the
most developed localities (see e.g. ESPON 2004, Oughton, Landabaso, Morgan 2002).
So, it might be assumed that also the character of regional distribution of R&D policy
financial resources might lead to enhanced regional disparities (see for example Oughton,
Landabaso, Morgan 2002) and thus undermine the desired cohesive development.

The aim of this paper is to analyse how these debates and their reflection in Euro-
pean research policy outline, which will be discussed in the following part of this article,
have been reflected in Czech research policy. Attention will be paid especially to regio-
nal dimension of Czech research policy as well as to R&D support in general. The
overall research system structure will be evaluated mainly through qualitative analysis.
Furthermore, as regional dimension in research policy (and in other state policies) is
relatively new issue here, its perception among key stakeholders from both private and
public sector will be also assessed in order to be able to assess its need in the Czech
Republic and also to draft political implications for state and/or regional R&D policy.

2. KEY ROLE OF REGIONS FOR THE ECONOMIC
COMPETITIVENESS IN EUROPEAN CONTEXT

The reason for stronger regional dimension in European policies stems from the
fact that since the 1980s a growing attention has been paid to regional level and regions
as the venue where the competitiveness and economic growth is secured both at national
and global level. This was emphasised for instance by Porter (1998, p. 77) stating that
“paradoxically, the enduring competitive advantages in a global economy lie increa-
singly in local things — knowledge, relationships and motivation that distant rivals
cannot match”. Jessop (1994) takes this point further and talks even about ‘hollowing
out’ of the national state. The key role of regions is seen particularly in innovation
process and innovation policy, yet, as traditional R&D activities still remain important
for competitive advantage, its support in the EU has also shifted significantly towards a
more integrated strategy with a strong regional focus and dimension.

Traditionally, R&D policy has been drawn up at the national level by central
government and its bodies. Moreover, it was (and in some European countries still partly
is) characterized by a rather sectoral approach that means that each key ministry suppor-
ted research in its sphere often without strategic co-operation with other supporting
entities. Current research policy in many European countries is often integrated into
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coherent innovation policy or in case of single research and innovation policies they are
strongly coordinated. Unlike innovation policy, research policy is still, with the
exception of relatively few European countries, largely considered as a national matter
(Blazek, Uhlif 2007). However, the “new” research policy includes often a strong
regional dimension (e.g. research policy in Norway and Finland) or it is even understood
as a tool for enhan- cing regional development particularly in peripheral and less
developed regions® so that they can catch up and initiate their economic and social
development.

Within EU-25, Finland represents a country with a lot of experience with the
implementation of the regional dimension of R&D policy. Its basic policy document
called Science and Technology Policy Council of Finland 2003 interconnects regional
development and regional knowledge creation support, i.e. regions need to enhance their
own factors for development. Thus, besides sustaining centres of excellence, Finnish
R&D policy also sustains regional research centres foundation (e.g. local units of re-
search institutes or universities or other higher education units in peripheral regions),
whereas the emphasis is put on region's own development factors and strengths. What
makes Finland an interesting case from a policy point of view is that it has demonstrated
that policies should be firmly embedded in national and regional strengths to stimulate
new growth paths.

At European level, one of the best examples of this shift is the “Regions of Know-
ledge®” action which acknowledges that regions are key players for the creation of the
European Research Area. The main impetus for this action is the fact that European
regions that invest in R&D and innovation tend to achieve higher economic performance
which clearly demonstrates the need for a greater involvement of a wider number of
regions and regional actors in the activities aimed at stimulating the creation of know-
ledge-based economy. The main objective of this action is to strengthen regional capa-
city (and also willingness) for investing in and carrying out R&D activities. It enhanced
capacity and concern for research activities would, apart from a better endogenous
potential and competitiveness, enable them successful involvement in European research
projects. This objective should be ensured mainly through trans-national and trans-regio-
nal collaborative projects aimed at enhancing regional public-private partnerships in
researcher activities.

How have those changes influenced the Czech Republic is the subject of the follo-
wing chapters beginning with a brief description of the Czech research support, follo-
wed by presentation of our research results. Finally, policy implications are presented.

3. RESEARCH AND DEVELOPMENT POLICY IN THE CZECH
REPUBLIC: A REGIONAL DIMENSION?

These recent developments and changes have also influenced the Czech Republic,
however, its situation and position are still different than in Western European countries.

2 This change might be seen as shift from second generation innovation and technology policies fo-
cused on technology driven growth in larger cities to third generation policies focused on develop-
ing all parts of the country through integrated innovation policy (Virkkala, Niemi, 2006).

* Pilot Action on "Regions of Knowledge" was initiated by the European Parliament in 2003. After its
success, the following Regions of Knowledge 2 was proposed for the 7th Framework Programme.

20



At the beginning of transformation, research policy was rather marginal and it attracted
stronger attention first at the end of the 1990s. At this time, the Czech Republic had a
relatively centralization tradition and self-governing regions were created only in 2001.
However, till present time, their actual capacity for their own development policies and
projects bas been rather weak due to lack of finance and a shortage of professional
development organizations able to carry out development projects in the interest of the
regions (Blazek, Uhlif 2007). This has been also reflected in research policy which is
drawn up at national level with a strong sectoral and centralistic approach. Moreover,
research capacities (e.g. research institutes, universities, etc.) are still highly concentra-
ted in a few largest cities and metropolitan regions and so we can argue that research
policy, supporting mainly existing public research capacities, might contribute to enhan-
cing of existing regional disparities.

In terms of R&D performance, the Czech Republic still lags behind the EU-15 and
even the EU-25 average in the majority of indicators of R&D performing. This pays for
the gross expenditures on R&D (GERD) as a percentage of GDP (the Czech Republic
only 1.42 % in 2005, the EU-25 and the EU-15 average of 1.85 % and 1.91 %
respectively). Relatively favourable is on the other hand the share of BERD — business
expenditure on R&D in total R&D expenditure which reached more than 60% in 2005,
very close to the EU-25 average. Another indicator used to measure the performance of
R&D systems seems to be one of the key weak points in case of the Czech Republic —
according to R&D personnel, the Czech Republic is, with approximately 3 researchers
per 1000 workforce, almost one of the worst in the EU-25 (Blazek and Uhlit, 2007).

Table 1 Basic R&D performance indicators of the Czech Republic

From which public[From which public Number of
GERD (share in %)| expenditures |expenditures per| researchers per
(share in %) capita (CZK) 1 000 inhabitants

2000 2006 2000 2006 2000 2006 2001 2006
Capital city of 417 38.4 64.6 57.8 6415 7012 10.7 14.8
Prague
Stredocesky 21.7 17.1 6.3 6.4 667 974 1.9 2.6
Jihodesky 2.9 34 29 4.7 553 1171 1.7 2:3
Plzerisky 2.2 2.7 2.1 25 456 567 1.9 1.6
Karlovarsky 0.2 0.1 0] 0] 17 14 0.5 0.2
 Ustecky ) 1.2 0.7 0.6 97 70 0.5 0.7
Liberecky 2.9 3 1.2 1.1 317 371 1.4 2.3
Kralovéhradecky 2.2 2 1.7 2.2 355 1115 i.3 2.2
 Pardubicky 3.3 3.9 14 1.4 320 366 2 3
Vysoéina 1.4 1 0.9 0.1 193 30 0.4 0.6
Jihomoravsky 8.4 10.1 12.1 16.1 1250 2087 4.9 6.2
Olomoucky 28 27 2 2.8 375 628 1.6 2.3
Zlinsky 1.9 33 0.7 0.6 132 166 1.1 1.6
'Moravskoslezsky 7.3 11.1 35 3.7 323 395 1.6 2
CR celkem 100 100 100 100 1147 1446 2.8 3.9

Source: CZSO - Research and Development Indicators

As for the regional level, R&D capacities in the Czech Republic are highly concen-
trated primarily in the largest cities and metropolitan regions, or more precisely in the
most socio-economically developed regions. Therefore, as Czech research policy has not
included any regional dimension, R&D inputs (investments and human resources) are
concentrated as well (see Table 1). This stands in particular for the public expenditures

21



which are from more than 50 % concentrated in the capital city region. On the other
hand, there are regions with almost no R&D inputs, for instance Karlovarsky and
Ustecky ones. Moreover, even though the concentration has lowered during the five
years in focus, it has been the result of increasing R&D capacities in other metropolitan
and developed regions as for instance Jihomoravsky region rather than of enhancement
of the peripheral regions.

A new research policy was adopted lately in the Czech Pepublic. So, having those
disparities in remembrance, the following part of the paper focuses on how the shift in
drawing up of R&D policies experienced in the Western countries is reflected in the
relatively new conception of the Czech R&D policy and whether there has been a
genuine change towards a more regionally-based research policy.

For that purpose, an analysis of the institutional and legislative framework of the
Czech R&D policy was carried out. Qualitative investigation of assessment of the rele-
vant programming documents devoted to R&D public support (especially at national
level) has been worked out in order to learn whether and how regional dimension is
defined. Attention has also been paid to an overview of public expenditures on R&D in
regional perspective even though this stage of the research was limited by the lack of
appropriate data (see Maceskova, Zizalova, 2007). Further, a few selected representati-
ves of public institutions responsible for drawing up R&D policy were interviewed with
the aim to obtain their perception and understanding of regional dimension in R&D
policy.

The body responsible for framing of the research policy in the Czech Republic is
the Government and its expert and advisory body in the field of R&D — the Research
and Development Council (see Figure 1). At the beginning, the Council was composed
of highly reputable experts and researchers; however, currently it can be considered as a
rather political body due to the fact that its members are mainly representatives of R&D
support providers *. The task of the Council is to draw up long-term and mid-term
objectives and schemes for the R&D development and to propose the amount of total
expenditure on R&D and its allocation on individual budget chapters. Subsequently, on
the basis of these objectives and R&D analyses conducted by the Council, the Ministry
of Education, Youth and Sports frames the National Research and Development Policy
(NRDP) in cooperation with other bodies and institutions. The NRDP for 2004 — 2008
was adopted by the Government in January 2004. The document expresses basic goals
for the R&D support and principles for allocating financial subvention. The priorities
specified in the NRDP are further elaborated into concrete programmes for financing
research from public funds through the National Research Programme II (2006 — 2011).
R&D support in the Czech Republic is unfortunately not concentrated in the hands of
the Government as each ministry and few other research institutions prepare their own
R&D conceptions and R&D support schemes. Currently, there are about 22 of such
entities; for instance industrial research is granted in particular by the Ministry of
Industry and Trade or research in the field of transport is supported by the Ministry of
Transport.

Apart from the NRDP, there are a number of other strategic programming
documents closely related to R&D support, for example National Innovation Strategy of
the Czech Republic, Long-term Basic Research Directions or Economic Growth
Strategy.

4 Those include representatives from various ministries, Academy of Science, universities, Czech
Science Foundation, etc.
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The range of priorities incorporated in the strategic objectives of individual pro

gramming documents confirms their comprehensiveness, yet the presence of almost
identical priorities and objectives in various documents indicates some fragmentation
and existence of somehow competitive strategies. Moreover, a high number of depart-
mental conceptions and their implementing programmes make harder the coordination
of the support and the evaluation of their consistency with the NRDP. Thus, even in the
sphere of R&D, the term “over-programming” and high fragmentation of the support
might be used to describe the Czech R&D Policy. This fragmentation is seen as an
important weak point by R&D performers and researchers as it often leads to support of
large number of rather small projects without any strategic and long-term research
objectives. Other weak elements found during the analyses and interviews are indicated
in Box 1.

Box 1 Key weak points in Czech R&D support

expenditures in order to support only quality research projects

Source: interview survey, own elaboration

Too bureaucratic system and time-demanding administration of projects

Unsatisfactory independent expert reviews of research project proposals in public grant
schemes — a substantial role of personal contacts

Necessity to strictly follow the structure of the budget proposed -~ even in the case of
multi-annual projects, the budget is not flexible

Necessity to increase grant financial resources and reduce the share of institutional

Evaluation of R&D results is not sufficient and does not enable to distinguish properly between
quality and prosperous and low-quality research
Low-quality of scientific management (unsatisfactory education of researchers in this field)
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Figure 1 System of Czech public research support
Source: own elaboration based on ERAWATCH Research Inventory

With respect to the regional dimension of R&D policy, it is currently, and for the

first time, set as one of the systemic priorities of the NRDP. Nonetheless, its determina-
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tion seems rather general and formal — “the provisions for the support of the transfer of
R&D results will be proposed in such a way that they will influence the situation in the
regions efficiently*. Thus, this issue mentioned seems more as being influenced by
wishful thinking and popular catchphrase chase than by real willingness to implement it.
Regional aspects are understood only as a support to regional universities and regional
and international co-operation in R&D. Although it is emphasised that R&D
participation in solving perspective needs of people and the society requires a wider
spread of the R&D capacities' division, the proposed implementation does not reflect it
adequately. In addition, based on interviews with several state policy makers it might be
assumed that regional aspects of the R&D policy are hardly “grabbed” and thus actually
not understood and too little promoted. The only tool mentioned during the interviews
was the possibility to increase the amount of funds provided according to the regional
map of public support in the Czech Republic’. Though, this tool might be used for any
public support.

Consequently, on the ground of the analysis and interviews carried out it is possible
to argue that regional dimension of the R&D policy depends extremely on the own
pro-active approach of particular units applying for financial support. Implementation of
each programme announced by the state administration bodies and prospective “regional
dimension” depends on the fact who will apply to take part in it.

4. FIELDWORK ANALYSIS OF REGIONAL DIMENSION
IN THE RESEARCH POLICY IN THE CZECH REPUBLIC

In the following stage, the aim of our research has been to find out whether there is
a need for spatial dimension in the Czech R&D policy from the side of regional stake-
holders. In other words, we wanted to find out whether scientists and R&D performers
in regions perceive a necessity of specific regional R&D support in order to be able to
better participate in research and innovation performance. This support is understood
here as a R&D subsidy which mirrors territorially specific and/or unique circumstances
and conditions which also induce the research field and activities. Such a R&D support
would help researchers and scientists involved in the research themes which are rarely
employed in R&D policy as R&D policy is usually focused on more progressive and/or
generic research fields.

4.1 Methodology

For that purpose, a qualitative case study by means of two kinds of research
methods was conducted in three selected self-governing regions — Jihocesky,
Jihomoravsky and Pardubicky ones. These regions were selected based on a quantitative
analysis of main R&D indicators and a comparison of their economic structures and
development so that they represent different types of regional economy (see Box 2).

The qualitative case study has been composed of two parts. First, research
institutions (both public and private) were identified, randomly selected and altogether

$ Regional map of the public support in the Czech Republic for 2002-2006 — Government decree
number 1315/2001
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35 interviews were conducted either with management representatives or research
teams’ leaders in June and July 2007. Interviewed organizations include universities,
Public Research Institutions (relatively recently established legal entity and private
research institutes. The following topics were questioned about: spatial relations and
linkages with other actors; cooperation and means of its creation, its subject and benefit;
participation of the interviewed experts in preparation of R&D policy (at national and
regional levels); funding R&D activities and using public R&D support; and finally
questions concerning regional dimension and perception of a need for regional specific
support in R&D.

Box 2 The case study regions

In the previous chapter, basic R&D indicators were introduced for the Czech regions which already
show some basic differences among the three selected regions for the case study analyses. In
addition, the regions vary according to their knowledge base and economic structure. The
differences and knowledge base characteristics are discussed as follows.

Jihocesky region

This region is the weakest among the selected regions according to its R&D inputs. It has the
lowest level of total R&D expenditures which is from more than 50 % formed by BERD
expenditures and also the lowest number of R&D personnel. Contrary to the other two regions,
research in JihoCesky region is focused on the fields of natural sciences (42 % of total R&D
personnel). It significantly lags behind also in R&D outputs (its relative number of patents comes
up to only 40 % of the national average). However, measured by GDP per capita, the region has
been the second by its economic level and even the first by its economic growth since 1995 (25 %
compared with 22 and 21 % respectively for the two remaining regions).

Jihomoravsky region

Based on R&D inputs, Jihomoravsky region might be considered as the best endowed among the
three selected regions particularly due to its high concentration of public universities and research
institutions. Therefore, BERD expenditure forms less than 50 % of the total R&D expenditure in
the region. Research activities are focused especially on engineering (46 % of R&D personnel);
with a large margin, the second place belongs to natural sciences (19 % of R&D personnel). This
region scores as the best among the selected regions also as to the number of granted patents to
Czech originators which might be attributed partly to the research focus.

Pardubicky region

Pardubicky region is highly focused on business research — BERD share in GDP is the highest
among the selected regions and the second highest in the Czech Republic. From the total
expenditure on R&D, BERD forms almost 90%. Research is also clearly focused on engineering ~
75 % of total R&D personnel are employed in the field of engineering. However, despite of its high
share of engineering and business research, the region lags behind the Czech average in R&D
outputs (number of patents). This might be due to a lower level of total R&D expenditure which
lags behind the national average as well

Second, an e-mail questionnaire survey among private companies was carried out.
The questionnaires were sent in total to 1000 selected companies. The sample consisted
of companies with R&D as their line of business and other randomly selected companies
which are engaged in manufacturing activities. However, only 44 completed questio-
nnaires returned and were thereafter included in the analysis.
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4.2 The perspective of regional scientists on regional dimension
in the research policy: interview results

First of all, it is important to underline that most of the interviewees did not imagine
in the first instance anything under the terms of regional dimension of R&D policy.
Nevertheless, after a short explanation given by interviewers, most of them were able to
outline their understanding of these terms and to propose how regional specific support
could be put into practice.

O Jihocesky
Jihomoravsky
M Pardubicky

Persons with tertiary education (% of population 15+) s

Persons with tertiary education in engineering (% of labour force)

Persons with tertiary educat-on in natural sciences (% of labour force) PR

Share of R&D personnel in engineering (%)

Business sector exp onR&D as a

Total di onR&D as a

0% 20% 40% 60% 80% 100% 120% 140% 160% 180%

Figure 2 Selected indicators for the case study regions (Czech Republic = 100),
2006 Note: IPO = Industrial property office, Source: Czech Statistical Office

Territorial specific R&D support, according to the interviewees, appears to be a
disputable topic and voices saying that regional dimension should be a valuable measure
of the R&D policy are distinctive. Roughly a half of the experts agree with a specific
regional support regardless if the support would be ensured at national or regional level.
On the contrary, approximately a third of the interviewees take an opposite stand — they
consider regional dimension in R&D policy useless as they do not believe it could be
possible to implement it.

Table 2 Selected questions from the interviews answered by regional researches (answers in %)

Do you perceive a need for a regional| Do you think a regionally specific
Reai R&D specific support? R&D support should be designed
egion "
at the national level?
Yes No | do not know Yes No | do not know

Jihocesky 71 14 14 71 29 0
Jihomoravsky 55 40 5 20 55 25
Pardubicky 13 38 50 25 38 38
Total 49 34 17 31 46 23

Source: interview survey, own elaboration
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The greatest support for regional specific R&D might be identified in the Jihocesky
region (see Table 2) which is in accord with the fact that only in this region a clear
relatedness between research focus and natural and socioeconomic conditions was
confirmed. Research activities bound tightly to the region’s characteristic are mainly
those conditioned by its natural ecosystems, for instance, hydrobiology, water toxico-
logy and genetics of fish, photosynthesis and wetland ecosystems. On the other hand,
prevailing technical research in the other two regions is embedded here mainly due to a
long (industry) tradition rather than to their specific conditions. Therefore, demand for
regionally specific R&D support is rather limited. However, the researchers interviewed
would welcome a specific R&D subsidy promoting research in traditional fields. This is
in accordance with the statement of Havas (2006) that national policies aimed at pro-
moting research and innovation hence competitiveness should focus on the actual acti-
vities performed, rather than confusing them with the classifications of sectors and thus
aim at supporting only high-tech intensive sectors.

As far as possible ways of the regional dimension implementation were concerned,
two basic suggestions were given by the interviewees. Firstly, a slightly prevailing pro-
posal suggested that regionally specific R&D support should be ensured at regional level
through regions’ own support schemes funded by their own resources. However,
interviewees were aware of the fact that the Czech regions do not have sufficient finan-
cial resources to enable them to finance R&D in such a way. Even though their revenues
have increased almost nine times since 2001, most of them have been in fact only trans-
ferred to allowance organizations. As a result, regions do not operate with adequate own
financial resources for long-term developmental goals among which R&D outputs
belong to. Not only for this reason, Structural Funds might represent an unrepeatable
opportunity to finance large projects of research infrastructure. Self-governing regions
are in such a case reckoned as an essential basis for coordination and guarantee for those
projects. Arguments for and against a stronger regions’ engagement in R&D activities
support are summarized in the following Box 3.

Box 3 Arguments for and against regions’ engagement in R&D support
Arguments for

e Regions “are aware of what is needed in their territory” — have better knowledge of their
“environment”

® They might play crucial role in drawing up regional innovation strategies

® They have better reflection of particular needs of firms in the region

Arguments against

The Czech Republic is a too small country for such a diversified R&D support

Just another administration level for redistribution of financial resources

Further fragmentation of limited finances devoted to R&D

Absence of own financial resources

Absence of qualified specialists to assess research projects proposals

Inability to provide an accurate and precise assignment of research themes

High role of personal contacts and acquaintances, danger of corruption

Necessity to support long-term projects which is not an interesting goal for regional politicians
R&D is a strategic interest of the state while regions shall support local (regional) interests

Source: interview survey, own elaboration

On the contrary, one third of the interviewees consider state as the key actor when
implementing the regional dimension. However, a stronger emphasis and consciousness

27



of regional specific conditions for R&D on the central level was required as the current
situation is not considered as sufficient. Furthermore, the regional dimension should be
implemented through ministerial departmental programmes and/or Specific Programmes
which currently cover NRDP thematic priorities. Nevertheless, it is important to note
that by this way regional specific R&D support would be ensured through a rather
sectoral approach, while the regional approach would not be put into practice again. In
addition, number of national budget chapters (in total 22) providing finance and grants
for R&D were intensely criticised as the dramatic reduction of those sectoral budget
chapters for R&D support would stand against the proposed system of regional
dimension’s implementation.

Another proposal included collecting suitable (regional) research topics which
could be later covered by national R&D grant schemes. As research topics would be
collected from researchers from all regions (in an aliquot manner), they would mirror
potential regional specificities and they might thus ensure regional dimension in the
national R&D policy.

To sum up the findings, different elements of possible regionalization of research
policy in the Czech Republic as well as different sphere where regional authorities
should play key role might be identified (see Table 3 and Box 4).

Table 3 Potential for regionalisation of research policy in the Czech Republic

Policy element

Meaning of regionalization

Suggestions for the Czech Republic

identical in all regions

Objectives Region-specific vs. nation-wide  |More region-specific objectives
objectives
Operation In certain regions only vs. Nation-wide; regional authorities
nation-wide responsible for their own regional
projects/programmes
Instruments Differentiated by regions vs. Central support identical in all regions

Administration

Within the regions vs. at the
central level

Both — regional authorities for
region-specific research and central
body for strategic (excellence)
research

Decision competencies

Regional authorities vs. central
body

Both — regional authorities for
region-specific research and central
body for strategic (excellence)
research

Finance

From within the region vs. from

the central level

Both — national policy and regional
policy separately

Source: adapted from Fritsch and Stephan (2005, p. 1124) and supplemented from our interview survey

and politicians

instruments

Be a platform for R&D cooperation in the region
Support R&D and innovation co-operation and networking and shift slowly from hard
infrastructure support toward soft measures and projects

® Subsidize R&D from financial resources of self-governing regions — develop their own financial

e Beinvolved in projects supported by Structural Funds

Box 4 Suitable spheres of R&D support for involvement of self-governing regions

Be aware of key innovation and research subjects in the region and their needs

Ensure suitable environment for R&D organizations in broad terms

Guarantee integrated programmes to develop R&D activities and R&D infrastructure

Establish that science and R&D are important for the region and among regional stakeholders
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4.3 Private company perspective on the research and development
policy in the Czech Republic

In the Czech Republic, R&D activities are still to a large extent carried out by
public research institutions and universities. However, firms belong to the key actors
who ensure transferring of their knowledge into commercially used innovation. And
innovation is actually the factor enhancing economic development, not just R&D
activities. Our aim was, inter alia, to shed light on how the firms in the Czech Republic
use the public support (as they do not use only external R&D results but often carry out
their own research) and how they co-operate in the field of R&D and innovation.

The sample used for this analysis includes 44 companies, predominantly SMEs, out
of which 8 are under foreign control. Table 4 presents some basic characteristics of this
sample according to their own R&D activities. Most of the companies might be
considered as innovative because only 3 of them have not undertaken any kind of
innovation during the last three years. In addition, most of them operate even their own
R&D department and are called here R&D companies.

Table 4 Characteristics of the companies in the sample

Total R&D companies
Total number 44 25
Number of employees 4751 3358
Number of R&D employees - ) 312
Number of employees with tertiary education - 181
Number of PhD employees - - 53
Share of in house R&D activities (%) 66 % 82 %

Source: Questionnaire survey, own elaboration

Other Europe
1%

~__World
1%

Figure 3 Business contacts towards sources for R&D and innovation
Source: questionnaire survey —own elaboration

However, the addressed companies carry out their research activities mostly in
house or in collaboration with other private companies. These results point out to one of
the key weak points of the Czech innovation system — rather limited research-industry
links and co-operation (for discussion of its reasons see Blazek, Uhlif 2007). Any kind
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of co-operation with either university or research institutes regarding research activities
was mentioned only by approximately one fourth of the companies (while 40 % of the
companies carry out joint research with other private companies). Besides, this
co-operation represents only a relatively small share of the total R&D activities
undertaken (in average 9 %).

In addition, the companies were asked about the spatial range of their business
contacts towards sources for R&D and innovation to asses their links and local/regional
embededness which should enable us to evaluate whether there is private regionally
specific research or whether the companies undertake rather nationwide or even global
research activities. As for their spatial behaviour, more than a half of the companies
collaborate rather at national than at regional and/or local level and none of them has
stated any direct link between natural and/or socioeconomic conditions in the region and
its research activities. Their research is either of generic nature or its location in the
region might be considered rather arbitrary as stated in the OWLO concept (open
windows of local opportunities)®.

Important
3%

Very important
26%

Not at all Somewhat

important v - Important
52% 1%

Quite
unimportant

8%

Figure 4 Importance of public R&D support
Source: questionnaire survey ~ own elaboration

Moreover, the main sources for R&D are companies’ own resources while public
support is considered as rather unimportant (see Figure 4). Rather limited use of public
support’ is the result of its highly complicated bureaucracy and its evaluation criteria —
firms analysed tend to prefer commercial outputs which could be used in their produc-
tion and contribute to enhance their competitiveness (either by offering new products or
by lowering their production costs) while the most important result in public R&D
support evaluation has been till recently reviewed articles in scientific journals. In case
of public support use, the most important are ministries departmental programmes,
particularly those of the Ministry of Industry and Trade which are aimed directly at
industrial research and research-industry collaboration. Other public support schemes

& According to this concept (see e.g. Boschma, Knaap 1999), it is rather uncertain where new hi-
tech industries will emerge as they place new demands on economic conditions which they can
actually create themselves by their own creative ability.

" This is also confirmed by the CIS 4 data — according to this source, only 6 % of Czech enterprises
receive public funding for innovation (Eurostat — Community Innovation Survey 4)

30



prefer support of basic research.usually carried out by public research institutes or
universities — this sustains the still prevailing separation of the basic and the applied
research in the Czech R&D system.

To sum up, the companies selected in the case study regions carry out R&D
activities rather by themselves (in house) or in collaboration with other private compa-
nies. Their co-operation with public research organization and/or universities and also
use of public R&D support is rather limited mainly due to bureaucratic “intensity” and
orientation towards rather basic research. However, they state willingness to use public
grants for R&D activities — therefore, they would welcome intensive bureaucracy
reduction as well as shift towards more applied activities. As for the regionally specific
support, the companies do not present any significant demand for such a subsidy,
probably due to their research focus which is mainly of national or even international
character. Besides, the importance of the self-governing regions administration is seen
more in general entrepreneurial support including networking of regional actors.

5. TO CONCLUDE: POLICY IMPLICATIONS

Under a high pressure of the changing factors for successful economic competitive-
ness, the Czech Republic has attempted to include regional dimension while drawing up
its most recent conception of R&D policy. Nevertheless, the issue of regional dimension
1s persisting to be a rather formal element and it mirrors the general weak point of Czech
strategic planning which is often characterized by wishful thinking and vogue phrases
rather than by real commitment to action (Blazek, Vozab 2004). This is partly due to the
fact that design and implementation of R&D policy are carried out at national level,
without any stronger involvement of local and regional actors. On the other hand, inter-
views conducted in research organizations showed a relatively strong demand for R&D
regionally specific support, especially in the research fields related to natural characte-
ristics of the regions. Regional dimension can be implemented through a combination of
regionalisation of various elements of the policy. First, by the “bottom-up” approach on
the side of self-governing regions which would encompass particularly support of R&D
infrastructure and applied research through their own programmes or together with use
of EU (structural) funds. However, it is necessary to shift this support slowly toward
more soft measures as R&D infrastructure needs to be accompanied by creation of the
capacity which will (effectively) use it. Second, it is worthwhile to engage national level
in regional dimension in R&D policy, too. The state needs to be familiar with research
thematic specifics in the regions and reflect them adequately in provided grant schemes
for basic research. Therefore, further elaboration of regional dimension shall involve
recognition of regional specific topics in R&D so that “a regional map of R&D themes”
is produced. Subsequently, this map might serve as a base for regional R&D support on
central level. However, first of all, key actors have to be involved in research policy
drawing up.

On the other hand, business research has rather generic character as no company
mentioned its need for regionally specific research support in our analysis. This is
probably partly due to their relatively weak co-operation with (public) research
organizations and/or universities at local and/or regional level. This analysis thus has
proved one of the key weak points in the Czech research (and innovation) system. The
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lack of cooperation stems from scepticism among business community that research
organizations are able to produce such results they need as in many public research
organizations are still biased towards basic research and some researchers even mentio-
ned that applied research is a forbidden word. Moreover, research funded by public
funds is still evaluated rather through publications in reviewed scientific articles which,
for many researchers, are the most important research results than by more practical
results which would enhance its commercialization. In other words, we might say that
universities and research institutes focus rather on how to create new knowledge from
allocated funds while companies’ aim is to make money from new knowledge creation.
Therefore, R&D policy shall concentrate on diminishing barriers between public re-
search organizations and business companies and public-private co-operation in research
and innovation activities.

Yet, we do not argue that there is no need of basic research, on the contrary, as
showed for example by Dosi et al. (2005), Europe lacks excellence basic research which
would produce new knowledge and radical innovations. However, beside this, business
should also use specific characteristics of its locations, for instance in form of region-
specific research, as they often present hardly transferable competitive advantage. One
of those region-specific advantages would be also specific character of the regional
innovation system and co-operation among its actors, which is unfortunately still
missing in the Czech milieu.
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Key governmental and programming documents of the Czech Republic:
National Research and Development Policy (2004 — 2008)
National Research Programme II (2005)
Long-term basic research directions (2005)
Departmental R&D conception of individual ministries
National Innovation Strategy (2004)
National Innovation Policy (2005 —2010)
Economic Growth Strategy (2005)

Research and development policy in the Czech Republic: regional
dimension and policy implications of changing global and European
context

Summary

This paper gives an overview of the development of the Czech R&D policy with a
special attention given to its regional dimension. Stress put on regionalisation of R&D
policy is related to theoretical work on competitiveness and innovation which stresses
“locally based” global competitiveness of both companies and regions and also the
importance of regionally specific and embedded factors. The system of the Czech R&D
policy with respect to its regional dimension was described on the basis of qualitative
analysis of the national strategic programming documents related to R&D policy and
regional analysis of the public R&D expenditures. Subsequently, a qualitative research
was conducted among research organizations in three self-governing regions. The aim
of this investigation has been to find outhow the R&D support schemes are in fact used
and to discuss the potential demand for regional dimension in the Czech R&D policy
and also its possible implementation.
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