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Structure of the presentation

" European challenges

Importance of ,Knowledge Triangle" for EU
competitiveness

" How the CR builds the ,Knowledge Triangle"
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Our problems are global

" Problems EU in environment, economy, energy, health,
security are problems of the planet

® Governments can not solve it alone
" Mobilizing intellectual forces

" Building scientifically literate society to survive.

Need to change the emphasis and pace of
our debate
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time of changes

do we reflect that?

ive In

We |

" Exponential changes in technology and

sciences

" Deep changes in structure of our society

® Changed roles and Shifted significance

Must be mirrored in our discussion on the

European Research Area



Knowledge Triangle building blocks

® Education, innovation, R&D building blocks of

the EU competitiveness.

But must function effectively



Lessons learned

Education, innovation, R&D

Motivation, collaboration and openness, spread
In entire ecosystem

EU competitiveness depends vitally on our
ability to the lead the changes



CZ R&D&I Reform - case study

Economic conditions

Educational reforms

R&D&I Reform
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Czech Republic: Growth through quantity

1999-2008: Strengthening the industry through FDI and investment incentives
Dynamic GDP growth more than doubled EU-15 performance in 2005-2008
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Note: GDP growth forecast in % for 2008-2010 for EU-15: Eurostat, for Czech Republic: Czech National Bank
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Impacts on the Czech labour market

e 2007-2008: Result of rapid economy growth: demand for engineers, scientists,
technicians and craftsmen highly exceeded their supply
e Reversal in second half of 2008, additional drop of employment expected in 2009
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Employment growth in sectors

Other business 74 000 +46% 36%
services

Automotive industry 71 000 +100% 50%
Metalworking industry 48 000 +33% 40%
Health and medical 42 000 +14% .
care

Electrical machinery 21 000 +30% 33%
Computer hardware & 14 000 +141% 25%
electronics
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What future trends will shape the face
of Czech economy?

e Further rise of higher educated technical professions

e New trends in demand for qualified workforce with interdisciplinary
knowledge

e There will be continuous insufficiency of highly educated IT experts
— major limitation of qualitative growth

e Pressure on structure of industry — from assemblies to firms with
high added value

e (Czech export orientation on new emerging markets
e Simple production shift to low costs countries

e _Middle Chain™ - even Czech businesses will have to learn how to
use outsourcing more widely

° Shared services centres — their transformation or withdrawal in

.9er run??
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Do we have HR for growth through quality in next years?

The proportion of people with tertiary education in the medium-tech and
high-tech manufacturing in 2007 in selected EU countries (in %)
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EL2009.C2
Why Reforms are necessary?

e (Czech Republic is one of the most expensive developing countries in
terms of production workers wages — four times expensive than
China, twice as Balkan countries, by half than Slovakia or Poland

e We now lose many of our competitive advantages, that helped us to
grow in the past

e Global competition will become stronger in next years and big
employers especially in industry in the Czech Republic will be
endangered mostly — motivation of less developed countries to catch
up the West is much stronger than ours

e (Czech Republic will grow rich in next years — hopefully - and
inevitably, part of industrial production, but also less knowledge
intensive services will withdraw.

e THIS MUST BE SEEN AS AN OPPORTUNITY FOR QUALITATIVE
GROWTH OF CZECH ECONOMY AND ITS LABOUR FORCE - WE
HAVE TO PREPARE FOR IT AND MAKE THE BEST OF IT!
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Why is R&D Reform necessary?

Q Current output of R&D and innovation for the Czech
economy and society is not satisfactory enough.

d Existing funding system is obsolete and inefficient - it is
no more able to fund effectively and timely R&D,
including the use of EU funding resources.

d Ongoing fragmentation of Czech R&D; the system does
not adequately recognize excellency and also priorities
are more or less missing — result is an increasing
country lagging behind in many R&D areas.
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EL2009.C2

Basic principles of R&D Reform

d  Simplification of public funding structure, reduction of
number of funding bodies (providers) and decrease of
overall administrative burden.

d Preference to be strictly given to excellency and quality.

d Shift of decision making concerning how to achieve the best
results from ministries to organizations, in the case of
institutional funding, and to professional agencies, in the
case of programme funding, respectively.

d Enhance mutual collaboration of research organizations, and
especially support wide the collaboration with private
companies in order to improve R&D contribution to
economy and society.

d Increase number of researches and improve Czech Republic
participation in international collaboration across all R&D and
innovation area.
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What is R&D Reform about?

d Reform is the first attempt during the last 20 years to
change and improve the existing system

d In general, it is a unifying umbrella for 15 documents
implementing the Reform “s vision

d These documents are of various character —budgetary,
legislative, conceptual and others (each may require
different structure, procedures, etc.)

d Reform is in fact a substitution for practically not
existing R&D policy
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R&D Reform execution (1)

Government imposed the following measures:

d To submit Operational Programme R&D for Innovation (the EC
signed it on 1 October 2008).

O To submit executive documents to the OP VaVpl (1st call
expected before 15. December 2008).

O To prepare R&D budget for the year 2009 and outlook for years
2010 a 2011 (already approved by the government).

O To prepare revision of the Act No. 130/2002 Coll. and the
respective executive rules and regulations (Ready!)

O To propose necessary changes in R&D and innovation
administration (already approved by the Government).

d To issue new methodology for R&D information system (already
done).
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R&D Reform execution (2)

d To develop and submit 7 R&D platforms (concepts) (2 of them

already approved, the remaining ones to be submitted by end
of November 2008).

d To prepare by 31. 5. 2009 proposal of National Policy for R&D

and Innovation for years 2009 - 2015 (under preparation).

Simultaneous Actions:

d To prolong the running research programmes

d To prolong the programme Research Centres till 2011.
d To discontinue public bids for majority of existing

programmes.

Supportive Actions:
d To issue new Evaluation Methodology 2008 (already

accomplished June 2008).

d To prepare a set of new R&D priorities (under preparation).
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Public R&D expenditures

d Czech budget R&D expenditures (with outlook till 2011)
Year | 1996 | 2000 | 2005 | 2007 | 2008 | 2009 | 2010 | 2011

mid.
CZK

6,2 | 116 | 1655 | 215 | 231 | 248 | 26,8 | 28,9

1 R&D tax breaks - since 2005
— In 2006 about 0,9 mild. CZK (increase expected;
legislation update being worked out).
d EU R&D sources (structural funds)

— Starting 2007 approx. 10 mld. CZK/yr (funding
starts in fact from the year 2010 only).
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System of R&D funding (1)

d Programme funding
- Running projects will continue as it is, i.e. following the existing
rules.
- New projects in the field of basic research will be funded by the
Czech Grant Agency (CGA) starting from the year 2010.

— Since 2011 the applied R&D will be funded by the newly
established Czech Technological Agency (CTA - 2011).

— Except of the CTA funding, still 4 horizontal and 3 specific
platforms will be funded by ministries (institutions).
d Institutional funding

— Research organization will be funded by the existing rules for
Research Programmes till 2011.

- From 2012 funding will be based on the achieved results and
the international assessments facilitated by 7 providing bodies.

— Combination of both principles will be applied during the
transition period 2010-2011.
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System of R&D funding (2)

d Horizontal R&D platforms (fields):
— International R&D Collaboration
— Security
— National and Cultural Identity

— Big R&D Infrastructures

d Specific R&D platforms (fields):
— Agriculture applied R&D
- Defence applied R&D

— Healtcare applied R&D
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Methodology of R&D evaluation

d Only research organizations (RO - according to the EC
R&D framework) will be evaluated.

 Distribution of institutional funding to RO founders
(providers) will be based on the evaluation results.

A All results of research organizations will be taken into
account (regardless the resource of funding).

d 5 years sum of results will be used in order to avoid
rather dramatic funding changes.

O Founders will distribute money according to specific
evaluation procedure (,RAE like" procedure).
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Changes in R&D&I governance

d R&D and Innovation Council (additionally takes over
legislation and policy agenda for R&D&I).

d Czech Grant Agency (CGA - basic research programmes;
extension of funding activities substituting Czech Academy
of Sciences and Ministry of Healthcare).

[ Czech Technological Agency (CTA - applied research
programmes).

A Ministry of Education, Youth and Sports (MEYS -
additionally takes over distribution of structural funds and
big R&D infrastructures).
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Changes in R&D governance

- funding bodies
Only 11 instead of 22 funding bodies remain:

 Responsible bodies: R&D Council, CGA, CTA, MEYS)

 Horizontal Platforms: Ministry of Culture, Ministry of
Internal Affairs, MEYS

d Specific Platforms: Industry, Defence, Agriculture and
Healthcare

 Czech Academy of Sciences - institutional funding

 Ministry of Industry & Trade - industrial research (for
a limited time period), structural funds
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Human resources for R&D

Operational Programme ,Education for Competitiveness".
New act on tertiary education (under preparation).

Changes in the R&D funding of doctoral studies.

(R A N N

Structural funds in R&D&I field will in particular support
increase of number of young and/or internationally skilled
researchers.

U

Implementation of career path (ladder) for research
organisations.

O Recruitment of researchers from third countries (outside
EU).
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Reform status on 20.4.2009 (1)

Incorporate the Reform into OP ,Reasearch and Development
for Innovation® (MoEYS, Government resolution 2.4.2008)

Incorporate the Reform into State budget proposal
(Gov.resolution 27.6.2008)

Incorporate the Reform into the Amendement of Act No.
130/2002 (No. 110/2009, valid since 1.7.2009)

Elaborate intersectoral Concept for international cooperation
in R&D untill 2015 (MoEYS, Gov. resolution 9.7.2008)

Elaborate Intersectoral concept of security research and
development untill 2015 (Mol, Gov.resolution 27.6.2008)

Propose changes in public administration of R&D&I (R&D
Council, Gov.resolution 20.10.2008)

L
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Reform status on 20.4.2009 (2)

Elaborate Concept of Information system R&D&I (R&D Council,
Gov.resolution 3.11.2008)

Elaborate Intersectoral concept of large R&D insfrastructures
support (MoEYS, Gov.resolution 16.12.2008)

Elaborate Intersectoral concept of applied R&D in national
culture and identity (MoC, Gov.resoution 1.12.2008)

Elaborate Concept of defensive applied R&D untill 2015 (MoD,
16.12.2008)

Elaborate Concept of agriculture applied R&D untill 2015 (MoA,
Gov.resolution 26.11.2009)

Elaborate Concept of medical applied R&D untill 2015 (MoH,

not approved yet)

‘UKCZBEBCDKEEFIFRIEITCY . TLULUHU
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Reform status on 20.4.2009 (3)

d  Submitt to the Government the proposal of National policy of
R&D&I for years 2009-2015 (R&D Council, under preparation,
deadline 29.5.2009)

O In relation to the new act on R&D prepare the establishment of
Czech Technology Agency (R&D Council, under preparation)

O Ensure human resources for research, development and
iInnovation (MoEYS)
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THANK YOU FOR YOUR ATTENTION

Towards the Vision 2020
Informal Council for Competitiveness

Prague, Congress Centre
3 - 4 May, 2009
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