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Abstract

In the frame of the Stainay to Excellence projeatpuntry analysis was performed for the EU MS that joined the EU s
2004, with the objective to assess and corroborate all the qualitativelajuantitative data in drawing national/regional
FP7 participation patterns, understand the puyghll factors for FP7/H2020 participation and the factors affecting the
capacity to absorb cohesion policy funds. This report articulates analysis on selaspetts and countrfailored policy
suggestions aiming to tackle the weaknesses identified in &malysis.

The report complements the complex qualitative/ quantitative analysis performed by the IPTS/KfG/S2E team. In or
avoid duplication and coverlahe elements required for a sound analysis, the report builds on analytical framework
developed by IPTS.
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EXECUTIVEUMMARY

Facilitation of Horizon 2020/ESIF synergies in Lithuania

Ensuring synergies between Horizon 2020 and cohesion funding, the smart specialisation strategies are
foreseen to have a key role to play in terms of capacity building and providing a stairway to excellence. They
are expected to consider both upstream addwnstream actions to and from Horizon 2020 as key actions

for the CP fundingThe key upstream actions for cohesion funding includeut are not strictly limitedto -

the investments in innovative solutions and research infrastructures and equipmerparticular those of
European interest. This includes support fosatellite infrastructure8 hnked to the ESFRElated research
infrastructures R), national/regional research facilities and technology centres, competence centres and
science parks, with a clear focus on enhancing applied research, through reinforced cooperation with industry
to leverage privateesearch and innovatiorR&) investmert.

Before 2015 there were naargeted national instruments facilitating synergies between Horizon 2020 and
BU S-in Lithuania The interviewed experts noted, that since Lithuanians are not actdresuccessful at FP7
calls, there isa lack of pressure fom the interest groups on the policy makers and so there is no strong
impulse to create mechanisms facilitating synergies. However, a number of upstream and downstream
actions indirectly contribute to the synergies between the national and internationatcss. For example,
upstream interventionswere supported, including smaller research partnering facilities oétional
importance upgading into research excellencethe modernisation of research organisationfls,
improvement of research skills of studé&nand researchersjncluding also their mobility visits which have
contributed to both research excellence and integration into the international research networks. Targeted
incentives aimed at facilitation of national participation in FP7/Horizon 2028 also available, for example

the compensation of application preparation and VAT costternational partner search and information
campaigns in firms and technology centres to stimulate and facilitate participation in Horizon 28200f
2015, more targeted upstream actions are planned (mainly by the Ministry of Education and Science and the
Research Council of Lithuania), including:

1 Go-financingfrom the national fundsto Lithuanian applications selected by the Horizon 2020;
1 Funding for projects that were positively evaluated, shortlisted, but not funded under Horizon 2020;
1 Funding for parallel labs located in Lithuania and partnering countries.

Factors limiting the synergies and participation in Horizon 2020

A number of facttnn gdhdo Gdocp\id\ %¥%n k\mod~dk\odji di oc
synergies between the ESIF and national policy instruments and Horizon 2020 as well as other international
programmes. Among the key factors are weak links to the Europeatworks and limited international
gdnd] dgdot ' gdhdo™ _iph] " m ja nomjib kmdglo ™ MID
m- bdji\\g diijqg\lodji k\m\ _js»$' \'gldg\l\]dgdot ja
specific features of the FP7/Horizon203frojects. For exampléjorizon 2020 projects are less attractive for
private enterprises because they are perceived as very risky (low success rate), having high administrative
load and being very far away from thenarket.

Moreover, specific weaknesses in the current R&l governance system contributee timited synergies
between the national R&I instruments and FP7/Horizon 2020. Among thesknesses are:

Poor coordination at the implementation and strategivkls, rivalry between two key ministries;

Weak programme management capacities;

Fragmentation and failure to leverage different funds and create synergies;

Fragmentation and duplication of R& infrastructures and institutions promoting researtlusiness

cooperation and supporting innovation;

1 Present governance mode, mirrored by processented policy implementations partnershipbased
programme management;

1 Lack of targets and incentivefor internationalisationand lack of awareness and related capacities

at the EU SHSIF intermediate bodies and implementing agencies level (e.g. a prevailing opinion at

the Ministry of Economy is that facilitation of synergies will inevitably lead to degited funding).

=A =4 -8 =4



Policy suggestions
To betterfacilitate synergies betweetdorizon 2020 and cohesion fundinthe remainingchallenges are:

1 First, to reduce fragmentation and improve policy capacities, for example, by ensuring better links
between the fragmented policy routes, granting attention and resources to effecfivegramme
management.

f Secondpc”™ kjgd~”t nkjogdbc»w cc&i\aam\on o nhp ~go absarpiyebapegtityg\jnk h = i o
strengthening and acceleration of new ideas pipeline through the innovation support senites the
policy mix has to acknowledge the different maturity of existing and potential innovators: need for
diversified and tailormade instruments.

1 Third, weaknesses in creating strong scienedustry partnerships and facilitating science
entrepreneurship need to be addressed, for example, by optimittiegcurrent network of public R&D
services and innovatiopromotion infrastructure. Alsoniorder to achieve economies of scale by using
funding of various state institutions, it is advisabte have a balance ofargerand small-scale projects
and the combined use of policy instruments, especially when it comeepublic private cooperatioand
further development of mature R&D based innovators (see Table 4 in ChaptéaB)er projects usually
involve several stakeholders, do not rely on a single source of funding, and have large budgets, longer
period of impementation and a few groups of beneficiarieVhile the potential innovators (e.g.
ANjphk\NidTon di om\ dodji\g di _pnomd n gjjfdib ajm i
innovation support and smaller experimentation projects, mature innovateagér R&D based SMEs,
e.g. biotech or laser tech companies) could immediately start with larger and more long term innovation
projects combining various funding sources

1 Fourth, here is a need for better streamlined targets, policies, incentives for imdéonalisation, for
example, none of the smart specialisation priorities should include purely national agendas. There is a
need for capacity building of the policy makers and staff of various E®kmnaging authoritieghat are
not aware on the possibiliés/needs of creating the synergies between ESIF and Horizon 2020, remain
m- gp”ol\io Vi _ gd r oc® nti mbd n \'n \ mdnf ajm ° pk

9 Fifth, creation of motivation and skills at the individual (researchers) level, byorpoting science
entrepeneurship, e.g. researchéfontracts should be adjusted to provide time to work with business
and Horizon 2020. A similar change should occur at institutional level (incl. IPR policies).

9 Sixth, weak integration in the European networks a key challengewhich could be addressed by
extending and strengthen measures like Iromnect to fund various networks, increased attention to
researchers mobility visits.

1 Finally,Horizon 2020 projects are less attractive for private enterprises because they are pedas
very risky due to low success rate, having high administrative load and being very far away from the
market. To address this challenge there is a need tesgthen the national framework for proactive
position of Lithuanian entities in project pparatory activities through dedicated project assistance and
partner search grant scheme available for boplublic and private R&D (currently financial assistance is
mainly available for PROs onlyAt the EU level the administration rules of Horizon 202@ed to be
reviewed (e.g. the rule on accounting for the salaries and calculating the cost orrdaga reduces the
motivation to participate in those countries where salaries are lo\er

1 More specifically, this comment refers talculatinghourly rates according to usual accounting practice based on actual personnel
costs First, actual personnel salaries at the public research organisations are very towaverage, several times lower compared to
EU15 (especially early career researchers, PhDs). Second, in many SMEs in Lithuania still employees get compensateahfapait f
salary) using other sources with lower tax rates (for example, gifts, stipends, car fuel, etc.). As a result, many Litlpsatiépants can
only declare relatively low actual personnel costs. Staff involved in the FP7/Horizon 2020 projeasttvg@erform the same complex
R&D tasks as their colleagues from other (better paying) countries, whereas funding for personnel costs in these progectsrad
times lower. This reduces the motivation of both staff and institutions to participate, eisfigcwhen early career researchers are
involved. Also, it reduces possibilities to attract highly qualified researchers (competitive funding projects are oftelnyseganisations

as an additional funding source for more/better human resources). @ftge mentionnedrule is different from, for example, the
@p mj k*\i >jhhdnndji %n kplgd”® kmj~“pm h io mpg n' rcd~caltwwhlkgt ~\o b
experts despite their countries of origin, their actual salariegwerage salaries at their institutions etc.
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1. INTRODUCTION

Background of Stairway to excellence project

The European Commission Framework Programme (FP) for research and techdel@gpment has been
vital in the development of European knowledge generation. However, there is considerable disparity across
EU countries and regions in terms of FP participation and innovation performance.

Horizon 2020 will continue to provide fundiran the basis of excellence, regardless of geographical location.
However, it will also introduce novel measures for "spreading excellence and widening participation" by
targeting low Research & Innovation (R&l) performing countrigsost of whom are eliddle for innovation
funding under Cohesion Policy for the period 202820.

In addition, the new regulations for ESIF aim to use funds more effectively to build regional/national
excellence and capacities. By doing so, the key funding sources (ESIF andnH020) can complement one
another along the entire innovation process.

Objective of S2E

The Stairway to Excellence (S2E) project is centred on the provision of support to enhance the value of the
key European Union (EU) funding sources for research, development and inno¥atiopean Structural and
Investment Funds and Horizon 2020 but alske Competitiveness of Enterprises and Small and Medium

sized Enterprises (COSME), Erasmus+, Creative Europe, European Union Programme for Employment and
Social Innovation ("EaSI") and the digital services part of the Connecting Europe Fgcéityively promoting

their combination. The project has two main objectives, namely:

Providing of assistance to regions and countries that joined the EU since 2004 in closing the innovation
gap, in order to promote excellence in all regions and EU countries;

Stimulating the early and effective implementation of national and regional Smart Specialisation
Strategies.

Main purpose of the document

In the frame of the project, complex country analysis is performed for all 13 EU MS with the objective to
assess and cooborate all the qualitative and quantitative data in drawing national/regional FP7
participation patterns, understand the pugbull factors for FP7 participation and the factors affecting the
capacity to absorb cohesion policy funds. This report artimdeanalysis on selected aspects and country
tailored policy suggestions aiming to tackle the weaknesses identified in the analysis.

The report complements the complex qualitative/ quantitative analysis performed the IPTS/KfG/S2E team. In
order to avoid diplication and cover all the elements required for a sound analysis, the report builds on
analytical framework developed by IPTS.



2.QUALITY OF THE GOVERMWCE

The governance system: status quo and recent changes

An organogram below presents the relevant actors involved in the design of the ESIF instruments for R&l
funding, the relevant managing authorities, funding/evaluation agencies, the institutional role of the regions,
the interinstitutional relation and codlination, and key public R&l services providers. The Ministry of Finance
(its EU Structural Assistance Management Department) is the Managing Authority of ESIF funds. The two
interim authorities- Hd i d n o mt ja @“jijht #UHS$ \ii_~ Hd# @khthént j a @
kmdi ~dk\g MI'? \i _ diijg\lodji kjgd~rt ajmhdi b dinodopot
OHH dn m nkjind]g ajm cdbc m -~ _p~r\Vodji \i_ kplgd~r M!
ESIF fundingf research and innovation (incl. general business access to finance):
f CPVA(R&D infrastructurefourh > \ n pm’ n rintotat for Q007 2015);
1 LVPA(ninekey ESIF measures for R&l inbusingssl o ¢\ mj pi _ -@015:2h di - ++2
1 ESFA(ESIF funds for traiing and education, researchérplacements in companie€), , 1 h  d-i -+ +2
-+,0 ajm oc’ kmdj mdot ¥°\No\nm diobdo cn »);diCb- ,jha dm’> n-"H,m”c > mr
f LMT (competitive funding for R&D in public research organisations and researchers mofility2 h  d i
2013);
1 MITA(innovation vouchers);
1 INVEGA(general access to finance, e.g. VC, micrediting and State guarantees).

Both LMT and MITA are responsible for coordinating national participation in the international programmes.
MITA coordinates Horizon 2020, Eureka, Eurostars and Bonus. LMT coordinates involvemémé jofot
programming initiatives. Until the reorganisah in 2009 the Lithuanian Research Council also served as an
advisory board for the Lithuanian Parliament. TBé&rategic R&D and Innovation Council (2013) now has a
mandate for the coordination of R&D and innovation policy at the highest political level.

Figure 1. Organogram - governance of R&D funds (including structural funds for R&D)

PARLIAMENT (SEIMAS) Lithuanian Research

Council (LMT)
Strategic Council for Research
and Innovation (SMIT)
f I ESIF Moni ing C ittee l
MINISTRY OF ECONOMY MINISTRY OF FINANCE (FM) MINISTRY OF EDUCATION

(UM): Innovation and AND SCIENCE (SMM):
Knowledge Economy Science and Technology

53 Monitoring Department Department
Smart Specialisation

Coordination Group

Joint international
programming/ESFRI

INVEGA Lithuanian Central Agency for European Research and
(VC, State Business Project Science, Social HE Monitoring
guarantees Support Management Innovation and Fund & Analysis
and micro- Agency Agency Technology Agency Centre (MOSTA]

crediting) [(RYTY] (cpva) el (ESFA)

Enterprise Invest 10 science and 45 clusters 21 open
Lithuania Lithuania (FDI technology of which 13 access

(start-ups, promotion) parks and acquired R&D centres in
clusters and business infrastructure five science

export ) incubators from ESIF fundf ‘valleys’

ESIF Managing Authority ESIF Intermediate Body ESIF Implementing Agency
I Menitoring or coordination fum:tinnl

Source: prepared bytheauc j m 1\ n~ _ j i K\gdjf\l\doW #-+,0%)




In terms of legislative or regulatory actions such as laws, framework laws addressing research and
innovation with the (articulated or indirect) objective to improve the environment for innovation, the Law on
Research and Higher Education (2009) defines tierms R&D, science and technology parks, integrated
n~"d>i~T nop_d > n \i_ ]lpndi " nn ~"iom n #o0q\lgg tn°$' Y
R&D.Since mid2009, there have been considerable changes in the innovation governance syssgacially

the institutional setup and strategic policy documents (seEble 1 below). The Lithuanian Innovation
Strategy was adopted in 2010, extending the definition of innovation by including social, custonemted,
nontechnological, demandriented, and public innovation. The Strategy wasgugpdedin December 2013

into the Lithuanian Innovation Promotion Programme 202@20. In April 2014 the Lithuanian Government
approved the Programme on the Implementation of the R&I Priority Areas and Theiitiegowhich provides

the basic principles for implementing the smart specialisation priorities, such as the rules for selecting and
approving the new priorities, monitoring and review procedures, key implementing bodies and their
responsibilities. ThisrBgramme provides that specific implementation plans will be designed for each of the
20 smart specialisation priorities.

Table 1. Key R&l and EU SFESIF related strategies and programmes

Date of Document
approval
2009 Law onResearch and Studies.
Concept of the Establishment and Development of Integrated Science, Studies and Business Centres (Valleys).
2010 Lithuanian Innovation Strategy 203Q020 (abolished in 2014).
2012 Concept of the Establishment and Development of grteted Science, Studies and Business Centres (Valleys) updated.

IVodji\V\g ? g gjkh io Nom\o bt °Gdocp\lid\ =-+.+»)
National Development Programme 2042020.
National R&D and Studies Programme for 262820.

2013 Regulation by the Government on Smagecialisation priority areas and their specific priorities.
Lithuanian Innovation Promotion Programme 202820.

2014 SF Operational Programme for 2012020 approved by the EC in September
Programme on the Implementation of the RRtiority Areas and Their Priorities.

2015 Pk_\Vo" _ G\'r ji M n > \m~c \i_ Nop_d ' n #i June2qlsmndj i km n i
I >r G\r ji Diijg\l\odji KmjhjodjiJdu#eRO5.n io > _ ]t UHS$) 1jo

Implementation plans of 20 smarspecialisation priorities.
New sets of 20152020 policy measures planned by the ministries, but not yet approved by June 2015.

Source: prepared by the author.

Drawing on an argument that current Law on Research and Studies and the subsequent implement
bylaws, decrees and regulations apply a narrow and inaccurate definition of R&D activities (equated with
°m - n \mfc» jigt$g' rcd”c dhk\*on ji oc™ m g\o  _ kjgd~n
funding, in 2015 the Ministry of Econayninitiated the Innovation Promotion Law and systemic review which
should tackle the abowenentioned problems. The working group under the Lithuanian Government,
consisting of the representatives of key ministries and interested parties, was formed inalgn2015 to
discuss the need for this new Law and the reform of the national innovation system. Among the discussed
options is the restructuring of the existing institutional system. For example, the Ministry of Economy
proposed creation of the InnovatioRund and Innovation Agency (merging the existing LVPA and MITA
agencies), as well as clearly separating the functions of LMT and M#TZ015 the Ministry of Education and
Sciencealso presented an updated version of the Law on Research and Studies, vihichiporates the
definition of innovation.

SWOT and remaining bottlenecks

There is a number of weaknesses barriers of the R&l system and policy governance, that may affect
negatively the participation of the R&performers in ESIF and H2020 calls. Therenisufficient leverage of
different funds as well as few synergies between ESIF 202013 measures, or the synergies between ESIF
and other national and international programmeBottlenecks remaining in the ment governance system
are discussed below.

First, lack of coordination leads to huge fragmentation of policy instruments, programmes,
institutions, infrastructures and monitoring systems . R& policies hae not been sufficiently
coordinated at both highest political level and between the different policy implementing institutions. This
results in overlapping measures and lack of effective attempts to create synergies between different
measures e.g. valleys and clusteor enterprises and public research institutions projects. The valleys were
build but limited effort to stimulate the activities in valleys or attract scientists to valleys has been made
until 2015.



9 Lack of coordination and rivalry between the key R&l po licy making institutions . Among the
reasonss _daa m i o ~ji" kon jeddijpggoddjin#ho dhi i kpni
and different administrative cultures fostered by the key ministries, which results in their constant
rivalry and lack of trust Existing coordination instruments (the Strategic R&D and Innovation Council
under the Government) have not been effective in creating any consensus and ownership based
solutions. Examples:
a. Introduction of two competing laws regulating R&| (Laam Research and Studies, and Law on
Diijg\odji Kmjhjodji$ di =-+,0" Vi _ ]joc hdidnomd
b. The Programme on the Implementation of the R&l Priority Areas and Their Priorities provides for
the programming objoint initiatives»in implementing the priorities, i.e. programming a pipeline of
several related R&D, education, infrastructure projects funded by several sources.gdine
initiativesswere proposed by the Ministry of Education and Science, but the ideanatisupported
by the Ministry of EconomyBy the time when this Report was producelket Ministry of Finance
was trying to moderate the discussidbetween key ministries
c. Trust issues led ta lack of agreement oma single agency responsible for monitorirgd smart
nk>~d\gdn\odj i Vi ¢ i oc’ hdi dnomd,  @HH kkj dio
appointed MOSTAfof monitoring of public R&Dinstrument$s \ i _  UH \ kkjdi o> _ o«
(monitoring business R&hstrumentg, see Figure 1.
d. In the 20152020 both ministriesmay _p kgd”~\ o~ api _di b |j awillifinance di am\ n ¢
the construction of* j hk > o i A | %he ieahmology centf@4), while similar uncoordinated
actions in 200#2014 already led to high fragmentation (open access centrasa ° qwvg g t n»
science and technology parks and clusters).
1 There isfragmentation of functions at the national agencies  “level (LVPA, CPVA, MITA, Lafig
ESFA). The paradoxthsat the creationof MITA did not decrease the fragmentation as intended, bat
the contrary , contributed to further fragmentation Instead of merging the previously existing
functions, MITA was established as yet another agency with a small role and partially overlapping
functions. Thee is room for improvement in terms ofoordnation of the different objectives and calls
of ESIF, national programmes or international programmes. MITA is responsibteggromotion of
national participation in FP7/Horizon 2020, but it is an isolated function, not linked in any way with the
programming or launch of the ESIF calls.
9 Various service -providing institutions , for example, MITA, Lithuanian Innovation Centre, 21 open
access centres, 10 science and technology parks and their technology incubators, technology transfer
centres, 45 clustershusiness associations and so aoften play a similar role . All these institutions
compete forlimited State funding, making it impossible to provide professional services or attract
qualified professionals. Furthermore, establishment of new types of fnstins (centres of excellence,
technology centresgcompetence centres, innovation centréschnology transfer centres and so on) is
planned in 20152020, leading to further fragmentation.
1 Many instruments and programmes over 202013 were not coordinagd, despite continued efforts to
do so. Thereforeghe complementarity of various instruments  (e.g. the open access centres in the
n*d i~ °q\lgg tn»' di _ p n o mis limitgdp Mhereistack of effective ahan™ * 0o n p |
systematic prograrme management skills and mechanisms. One examplévalleys' development,
which essentially took place in an uncoordinated manner and depended on the univérsiteests
and abilities.
9 Lack of coordination has led tparallel monitoring systems . For &kample, in the 20072015 period
there existedan BU $ monitoring system and separate system for monitoring the results of science
°q\Vgg tn» Vi _ ©°7~jhkg s M!'? kmjbm\ hh  n¥t 3 Dgedaxcj pbc ]
limited complementarity, acamtability of the beneficiaries and lack of management capacities at the
policy making/ implementing institutions, none of those costly systems are effective in accelerating
change.

Gollaboration across all the relevant funding and development agencies &mting sources has to be
ensured to facilitate streamlined, joinedp implementation of the smart specialisation prioritids. practice,

it also means that there has to bea coordinating centre assigned with a responsibility to monitor
synergies betweetthe programmes and measures, to monitor calls for proposals, and review how successful
are the different priorities in moving from stage to stage in the implementation procdsslure to create
programme management capaciti€sr the implementation ofsmart specialisation (i.e. a team/teams in one

of the implementing bodies, preferably MITA) responsible for supervising the implementation of individual



priorities, encouraging cooperation, monitoring, projpigieline development and so ois likely to lead to
same problems moving into a new period.

Secondlypolicy design and programme management capacities are weak , especially in the policy
designing institutions (the ministries) .Theeisapolicynk > ~dad” °fijr cjr» di nj h’
agenciesand their capacities are relatively high. However they have limited impact on the policy decisions
and funding rulesThe system does not sufficiently integrate cuttireglge industrial expertise and knowhow,
and it has developed a culture of riskversion biased against earhstage and high risk innovation ventures,
particularly in hightechnology sectors. Staff of implementation agencies do not possess sufficient
knowledge of the industry, and therefore they will remain limited in their capacity to fasheffective,
output-oriented programs maximizing the impact of the funding distributed unless industry expertise is
integrated in the instrument design and the selection phases. Also many beneficiaries complain that
structural funds management process i®0 bureaucratic and process rather than results oriented (see
Chapter 3). Furthermore, the implementing agencies lacks soft activities fostering innovation. They should
focus more on project pipeline development, brokerage between business and publicifgiftions,
consultancy for business in order to raise awareness of innovation benefits and increase motivation to
practice innovationThe implementing agencies must raise the beneficia¥tlewareness that synergies are
possible and effective to implenrdg. Now there is fear of violating the rule of double funding and lack of
awareness that it is possible to finance the same project from the different sources.

Third, acritical issue idack of strategic intelligence systems for policy learning and inform ing the

decision making, including weak involvement of stakeholders in the process of designing R&l policy.
Currently the respective capacities are relatively low and the functions are ndvexfded into the policy

making cycleAs a resultpolicymakers have very little understandingf how economies in principle diversify

into new growth paths, and to what extent public policy may affect this proc&ghy, even if the problems

and possible solutions are correctly identified, their succek@fuplementation always fails \ 6~ " g~ ] m\ o~ _
]dmoc° ja \Vijoc m nom\o bd~ "~jpi~dg "~ g iop\lggt opmir
agency in no way diminishes the fragmentation of institutions, programmes and policy measures? One

answer is , rushing the changes, ignoring the effective change management principles (future impact
assessment, the search for consensus, the discussion and explanation of the foreseen benefits), and the
creation of necessary capacities (in particulahuman resources, monitoring, evaluation). In Lithuania, there

is excessive focus on legal regulation, without paying attention to the explanation of the benefits of R&D,
innovation and/or collaboration to the potential stakehold€ydsionary Analytics, 2014)

Faurth, the capacity building to improve R&l performance was focused on public R&D

infrastructure and acquisition of technology r doc gdhdo”™ _ dig noh ion di o]j 0
High proportion of capacity building investments into Rl in the presitunding period can be considered as

justified in the context where one of the main weaknesses of the Lithuanian R&D funding system has been

the shortage of infrastructure investments over the last two decadd@$iese investments however lacked

measures bstering technological development, new product and service innovation and respective
collaboration with public R&D resources. Also, the investment in human potential to work with the research
infrastructures (RI) were not substantial enoughhis can leadto a risk of not having enough human

resources to work with the new infrastructure and equipmefiie existing target group in Lithuania for the
excellencebased competitive research measures is rather limite@¢onsisting mainly of the limited number

of top-tier research groups and few knowleddmsed (spiroff) companies (see Chapter 3). Raising the
allocations for direct R&D measures without simultaneously dealing with the pipeline creation through
capacity building results in problems with absorptiomdastagnation in terms of participation in Horizon

2020. More sophisticated approach to the capacity building is needed taking into account that the current
capacity levels and the potentials to move up in t&airway to excellencelargely differ withinthe target

bmj pk #K\gdjf\ldoW \i _ Fp]lij' -+, .6 K\lgdjfidoW \i_ H\m
modest or no R&l activity at present, would mostly benefit frodoft® capacity building measures like

innovation and technology auditsjouchers, clusters, foresights, brokerage and matchmaking, acceleration

and mentoring, etc.

Finally, from the governance perspective todéypractice reflects thatFP activities (NCPs), cohesion
funded and national programmes and transnational cooperation (under ETC and EUSBSR)
activities are all rather separate streams of planning and actions . Transnational partnering has to be
among the keynational interests of small economies like Lithuaniavhen they shift to highetvalue exports,
they often lack the capital markets to rapidly develop innovation as well as the required skill Seiscess
thus depends on early internationalisation of the science base and ability to reach the global vhhiasc



However, Lithuania does not have clear R&l internationalisation pdladthough here and there exist
fragmented targets that are discussed in Chapter, 4nd the public R&D system can be characterised as
rather closed with limited institutional irentives and targets for internationalisation. The 20@®013 BU S
policy mix dd not have internationalisation related measures (except for researchers mobility), and the
country did not consult/benchmark with other countries when making its investmertighwesulted in some
unjustified decisions. He Lithuanian authorities have indicated specific measures for integration into
European research infrastructures (especially ESFRI) in the current version of the OP fe2@R@4but the
international consulition and benchmarking activities were yet again very limited.

To sum up, the main factors restricting synergies both between the EU SF itself and between EU SF and
Horizon 2020 are lack of programme management and coordination capacities at all levejadsi political,
programming, implementing agencies, as well as institutional). This requires first of all the coordination and
consensus between two ministries responsible for R&l pokgyother issue is that internationalisation (incl.
Horizon 2020) imot considered a key issue on the policy agenda.

Table 2. SWOT

Strengths WWEETGESSES

1 R&D capacities (R&D infrastructures in new product
technologies) substantially strengthened during 26@D15.

1 Smart specialisation prioritieapproved.

9 Multiannual research and innovation agendas (roadmaps) §
priorities/amplementation plans developed, which could serve
starting point of ensuring the synergies.

1 A number of new formal coordination instruments (Strategic R
and Innovation Qancil, Smart Specialisation Coordination Grou
although not yet effective.

1 A more comprehensive policy mix for 204220, including
support for international collaboration (InoConnect LT and ESH
see Chapter 4.

1 Systemic review and reducing fragmentation (merging and clos|
ineffective institutions).

1 Orchestration of policies affectindr&l performance and bette
streamlining of ESIF funds could lead to economy transformat
towards higher value added.

1 Using ESIF funds as financial incentive for optimisation of R
infrastructures and their commercialisation and internationalisati
agerdas.

9 Different strategies (two tier process) targeting new, potential a
mature innovators (Table 4, Chapter 3).

9 There is scope for more intensive and better coordinat
transnational  collaboration in developing the resear
infrastructures, especially wiin the Baltic Sea Regiooordinated
integration of the strongest Lithuanian RIs into the Europe
networks of RIs, and stimulating connections of all the construc
RIs with related RIs in other regions.

Opportunities Threats

1 Poor coordination at the implementatiand strategic levels. Rivalry
between two key ministries.

1 Weak programme management capaciti€&sagmentation and failur
to leverage different funds and create synergies.

1 Fragmentation and duplication of R&D infrastructures and instituti
promoting regarchbusiness cooperation and supporting innovatig

1 The present governance mode, mirrored by proeessnted policy
implementationvs partnershipbased programme management.

T Gdhdo™ _ °njao» \ ] nj. htkuvardag R& policyk
mix mainly targeted existing R&l performers, thus leaving the v
bulk of existing economy players and possible newcomers out of
scope.

1 Fragmented investments (lack of focus and priorities).

1 Limited investments into R&D human resources asnpared to
R&D infrastructures.

1 Transnational cooperation and looking for synergies with FPs
has rather stayed outside of national policy efforts. Limitg
incentives and targets for internationalisation.

1 The priority implementation roadmaps lack imtationalisation
agendas.

1 Lack of strategic intelligence (monitoring, evaluation, foresig
capacities.

9 Further fragmentation and duplication oéfforts at national and
international scale, if existing coordination problems not solved,
lead to limited impact of ESIF and national funds for R&l.

9 Limited absorption and low quality projects if soft capacity buildi
will not be streamlined.

1 °Stewi b di jri epdnr”
internationalization not strengthened.

9 Lithuanid# transition to national funds in the pos2020 period will
increase pressure on innovation policy effectiveness. If program
management capacities and thematicapacitiesare not created at
the agencies before 2020, the existing system based on "smo
administration of EU funds" will become irrelevant, and the syst
will collapse.

n»"' da

10



3. FACTORS THAT SUPPORR LIMIT NATIONAL PRTICIPATION INR&D
CALLS FUNDED BBF/ESIF

Motivation to participate and factors supporting participation in ESIF

Interviews with project participants allowed to summarize key motivations of companies and public research
institutions to participate inSFESIF (seeTable 5 below). The key motivation is capacity development
according to most interviewees, companies anterested incoveringthe cost of human resources and new
R&D infrastructureLow salaries and poor access to academic databases, libraries and world etpgpment

have been the principal obstacles to the attractiveness of a research career in Lithuania. Lithuanian
universities pay very low salaries to early career researchers (including PhD stipendsjituting about 206

ja “\'mgt ~\ m aries innsonme othemBUcMember/Stat€dnly 30% of researchers are satisfied
with their salaries (Idea Consult, 2013). There is a significant gap between remuneration levels in the public
and the private business sector, as remuneration of researchers wgrki the higher education sector was
43% lower than that of those working in the business sector.

Factors that limit ESIFabsorption in research and innovation

Data on the absorption o8F funds are presented in Annex 3. Overtilg balance between direct funding for
research activities and innovation activities (including R&D for innovative products development) over 2007
2013 was not productive in terms of focus on innovative output, commercialization and growifst, he set
of enterprise policies reinforced a general systemic tendency to favour technology absorption through capital
investment over innovationSecond, policies targeting specifically R&l favoured investments into public
research infrastructure and centres obmpetence versus commercialization of public research (e.g. through
spinoffs), sciencebusiness collaboration and professional technology transfer services, or even direct
funding for business R&l activities. This has tended to reinforce the existingltedriow investment in R&D
and innovation by business sector amdassiv€ adoption of technologies developed elsewhere. Third, the
measures related to direct R&I funding in business (Intellect LT, Idea LT) also faced relativelydemand,
compared toother measures aimed at SME& growth (e.g. Leader LT that funded technology upgrading).
Limited attractiveness of theSFESIFs in the domain of R&l can be explained by several factors discussed
below:
a. Current structure of the Lithuanian economy based onvlwalue added, thus limited absorptive
capacityfor research projectand high demand for capacity building (incl. technology upgrading).
b.? > ndbi ja kjgd~t dinomph ion i bg ~odib oc"’ mj g
building.
c. The effect of economic crisis and competition between the measures (companies chose the most
relevant for surviving and focused on short term).

d @som - h gt ]pm \'p~m\od”" diag sd]lg  \i kmj ~"nn m\

First of all,a low innovation capacity of the majority of businesses is hampering the absorption of

m nk>"odqg" kplgd” npkkjmo h > \'npm n) Oc  °m bdji\lg
the apparent contradiction between the comparatively greateedéo spend on innovation in lagging regions

and their relatively lower capacity to absorb public funds earmarked for the promotion of innovation and to
invest in innovation related activities, compared to more advanced regions (Oughton et al.,.200R)ania
~j°n i1ijo ¢c\gq ' nomjib om~A~f m ~jm_ ja diijqglodji
not perceive innovation as critical factor to loftgrm competitiveness.As shown below, export and
competitiveness in Lithuania arkighly dependent on relatively large traditional sectors, which come under
the titles ccurrent locomotive%and Gsectors in transitiofin the overview. For the time being, the majority of
enterprises in these sectors are consumers rather than creator;inbvation. The analysis of the economy
structure and knowledge has revealed that (see Fig@jefirst, sectors described agnatural prioritie€ and

° rizing/niche sectofs tend to earmark the largest amounts of R&I investments and tend to create addpt
innovations most actively. These sectors can also be characterised as potential creators of future innovations.
Most of them are relatively small (in terms of both value added and employment).
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Figure 2. The map of economy competitiveness

Q86*; L8s*

"Traditional" sectors:
Modernisation and
strenghtening of
knowledge-driven growth
potential.

Wood and wood products;
Straw products;
Paper products;

Manufacture of furniture;
Construction

Challenges:
Restructuring, search for
new products/markets.

Textiles, apparel, leather
and related products;
Non-metal mineral products;
Metal products (except
machinery & equipment);
Manufacture of other

Current competitiveness and specialisation

€8b value added in
2012

Present "locomotives":
Technodlogical upgrading
/search for new niches

Plant growing & animal husbandry;
Forestry & logging;
Foodstuffs, beverages & tobacco
products;

Chemicals;

Land & water transport;
Warehousing;
Telecommunications;
Financial services

Sectors in transition:

Shift of production factors toward high-
technologies and skilled labour

Fishing and aquaculture;
Printing;
Rubber and plastic products;

Water collection, treatment & supply;

Wholesale & retail trade;
AIr transport;
Postal and courier services;
Publishing

€0.7b value added in
2012

Natural priorities:
Strengthening of competitive
advantages and the occupying of
new niches

Computer, electronic & optical products;
Medicinal products & pharmaceutical
preparations;

Computer programming, consultancy &
information services;
Production of base metals;
Manufacture of machinery & equipment

Emerging / niche sectors:
Radical innovation / search
for new markets

Manufacture of electric
equipment;
Motor vehicles, trailers & semi-
trailers;
Insurance & pension funds;
Architecture & engineering;
Advertising & market research

vehicles & equipment

€0.7b value added in
2012

B*; I*; M69-70; K66* Potential for knowledge-driven growth

Source: Martinaitis et al. (2013)

Moreover, most of R&D intensive companies in Lithuania lack critical mass5% of business R&D
investments are made by companies having less than 250 employees, while only 21.77% of investments are
made by companies having above 500 employees. This means that the key Lithuanian producers (large
companies) generally do not invest into R&D and innovation, and those companies that invest have very
limited capacities.

Table 3. Business investments into R&D, according to company size, O g

2012

2010

Year ‘ 2011 %, 2012

500 employees and more 25342 | 17,696 | 21,751 | 20,853 25,66 | 10,774 21,77
249-500 employees \ 3,36 | 13,757 5,908 5,937 7,183 | 11,498 23,23
250 and more \ 28,702 | 31,453 | 27,659 | 26,790 | 32,843 | 22,272 45,00
50-249 \ 16,711 9,644 9,702 | 11,208 9,5 9,529 19,25
10-49 \ 6,053 6,285 2,78 6,603 | 11,324 | 16,161 35 75
1-9 \ 0,463 0,348 2,433 3,447 1,535 1,535 ’

Nin[f& Og \ 51,929 | 47,729 | 42574 | 48,048 | 55202 | 49,496 100,00

SourceEurostat [0903-2015]

Considering that the majority of Lithuanian companies #blnave R& activities and respective capacity,
there is indeed more demand for (production) technology upgrading measures helping them to increase
efficiency in the context of decreasing labeeost competitiveness and postpone the need to move up in the
value chan (which assumes R&D and innovation) for a while.

Second,EU SF did not invest into A h _q? [ h~ Aj i n_ h'naagadities andhpipelipel ni | m
building . For Lithuania capacity building is an important way to improve its R&l performance in terms of
excellece.Oc > ©°m bdji\g diijg\lodji k\ m\ _js»' ANg \mgt qdnd]
between the comparatively greater need to spend on innovation in lagging regions and their relatively lower
capacity to absorb public funds earmarkéar the promotion of innovation and to invest in innovation related

activities, compared to more advanced regions (Oughton et al, 2008 existing target group in Lithuania

for the excellencebased competitive R&D measures is rather limitedconsistingmainly of the limited
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number of toptier research groups and few knowleddmsed (spiroff) companies. Raising the allocations
for direct R&D measures without simultaneously dealing with the pipeline creation through capacity building
might result in prottems with absorption of available fundingsiven the current innovators structur&F
policies should have focused on capacity strengthening and acceleratiameof ideas pipeline through the

diijg\odji

npkkjmo n°

mgd”™ " n'

g»n \Vif _di°bi “orj»

“diiNijjpgmi\ol "mnh jc

development of new business fields, business models and products. One of the reasons why companies in
traditional industries are less engaged in R&D activities and partnership with universities and research
institutes is their lack of competences related to the acknowledgement of the value of innovation and/or
capabilities related to the management of innovation process. This failure justifies the additionality of &tate
intervention and the need for innovativeléas facilitation and acceleration services. However, in Lithuania
2007-2013 investments into innovative capacities and project pipeline building constituted a marginal share
of R&I investments 7.7%, seetable 3.2 in Annex 3)Moreover, a large bulk of SF dedicated f@nnovation
service$ (Innogeb LT group of measures) focused on infrastructure of incubators and S&T parks, but not on
innovative services, and the funds of these measures dried out around 20012.

Table 4(

Type
Type of
companies

Challenges

Horizontal pre -
conditions and
related policy
interventions

SourceK\ gdj f\ do W

t=igj_n_h]_

Technology consumers

Manufacturing
companies and services
providers (including
public sector) that lack
modern technological
and managerial capacity|
and productivity.

mn[cl g[s®

Potential innovators

Generally large(r) manufacturing
companies or services providers in
oc’™ om\ _dodji\lg
Ajmi Cmnoji " n ja
loss of conpetitiveness and thus
feeling the pressure to move to new
business fields and products.

[ h™

nb_ ~c °

Generally young and small
(below 100 employees)
companies, export oriented, fast
growing.

The priorities where R&I potentia
is largely concentrated in the
public sciece base are also in th
group, with their strategies to be
oriented towards economic resu
via spiroff creation.

Generally R&Ebased large
(above 100 employees), long
time in the market (10 years al
above), operating in the high
technology sectors,@ort
oriented, having well develope
networks with the research
institutions and business
partners in Lithuania and
beyond.

Modernisation and
strengthening of
technology and absorpti
capacities (including the
human resources).

Diversification and technology transf
new innovative activities and new
business models.

Acceleration of innovative
activities, including sphoff
creation, attraction of risk capital
and other financial resources (in
FDI) to increase the critical ass,
strengthening of capacities.

Moving to higher impact
innovations, large scale R&D
projects, new international
markets, spipouts.

Demandside incentives
(innovative public
procurement, pre
commercial
procurement, other
market incentives).
Capacity development
(attracting highly
qualified specialists,
learning, technology
upgrading, networking
etc.)

Incentives for transformation
(platforms, clusters, foresight),
support for experimentation and
various innovation support services
encouragingnoving to new products
and new business models, such as
°njao» d_"~\ _ q
brokerage, technology services, R&I
subcontracts fostering linkages with
research institutions and technology
transfer.

Start-up acceleration (mentors,
seed and rislcapital), FDI
attraction, R&D infrastructure
Vi _ g\mdjpn °c
innovation support services,
including vouchers for
technology oriented services at
the science parks and similar
(prototype development,
validation and pilot
manufacturing).

Largejoint R&D projects,
Horizon 2020 and other
international initiatives, export
support. R&D infrastructure
support, only if moving to
new business activities
(completely new innovations).
Promotion of technology
diffusion and transfer from
high tech to lowtech
industries (clusters,
networking).

Ensuring availability of high quality specialists (including upgrading higher education programmes).
Clusterisatiorand networking promotion (open innovation platforms).
Support for experimentation and foresight.
Favourable framework conditions (entrepreneurship policies, flexible labour market, tax policy, R&! regulations, taletibatpalicies,

standardisationfavourable conditions for research careers, etc.)

JH\ modi \ dodn

THE COMPETENCE STAIRWAY

#-+,/

The 20072013 policy mix in Lithuania was mainly designed for existing R&l performersddture
innovators), with very limited focus orthe creation and growth of new knowledge intensive firngererging
innovators), or encouraging thépotential innovator8 in the traditional industries to move up the added
value ladder. Although supporting tieehampion$§ can be a viable strategy, but cannot bethe only strategy

in a country with a very limited number ofchampion8. More tailormade approach to the R&I capacity
building is needed taking into account that the current capacity levels and the potential to move up in the
cstairway’ largdly differs within the target group. While toddg R&D performers would need the boost to
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expand their R&l activities and engage into different collaborations and alliances, those with the R&l
potential, but only modest or no R&I activity at present, wouhdstly benefit from &oft® capacity building
measures like innovation and technology audits, vouchers, clusters, foresights etc. FDI armffspieation
are also viable routes. Policy mix thus could focus on providing incentives to encourage companies,
entrepreneurs to become involved in the discovery of possible specialisations and opportunities for
diversification therein (see Tablboves #] \ n ™ _  j i K\'gdj f\ doW' Fpd.j ' -+,

Third, the already limitedapacities of Lithuanian companies were further limited by the economic
crisis. The countrig economy experienced the European Utgmsecondworst recession in 2009, when real
GDPper\ kdo\ a“gg ]t ,/r ~jhk\m _ o] -++3 \i 0Opeoj j _

inhabitant).li -++4 oc” Gdocp\lid\i Bj g mih i o gPlaniaimedat oc"’

restoring market stability and providing greater access to capital for business in 20091. This plan re
\'ggj Vo> _ \]1jpo GcoromyGraith @R Pribritysixis | to veataré capital funds (mainly the
Controlling fund).fvestments into technology absorption (both financial engineering instruments and grants
for technology upgrading) helped the Lithuanian economy withstand the dlibancial and economic crisis

in better shape than its regional peers (tlnticyclical role ) and had a positive effect on firm viability, even

if for a short period. One of the reasons behind low takp of funding for more selective policy instruments

has beenthe simultaneous organisation of calls for proposals under different measures , Which, in

the opinion of the beneficiaries and experts, has led to competition between the measures. The already
limited capacities of Lithuanian companies were furthémited by the economic crisis. When theF
measures were launched at the very peak of the crisis (260@L0), companies chose very carefully where

to co-invest, given also the high administrative load of tI&F projects. Some of the competing financing
instruments were not used at the appropriate stages of the innovation process, e.g. technology absorption
was funded via grants, not revolving instruments. The existing portfolio of measures for firms created
competition for administrative funds, businesses chose theéeasief and more popular measures for
technological upgrading (e.g. Leader LT where the demand was very Vegi)is R&D measures like Idea LT
and IntellectLT. Therefore, the absorption of the fundd the latter measures was lower than of other
measures for firms on average. The managing authorities have already taken this into accouaiuting
2015-2020 in cases involving less ris® such as technology absorptio® matching grants will be replaced

by loans or other revolving instruments, since market failure related to credit constraints may not be as much
of a threat.

Finally,the efficacy of public support and the absorptive capacities were reduced by the formal,

technical and fdesk-top! selection and administration procedures . Implementation agencies in
Lithuania are somewhat reluctant to use public resources to finance ‘iigk innovation projects as it cannot
be warranted that the R&D sponsored by the state will translate into commerciallyleiploducts. Therefore,
there is a marked tendency in the system to finance lnisk technology projects, with tangible and
guaranteed outcomes. Due to alleged concerns over potential corruption, officials from the implementation
agencies (esp. LVPAve to follow strict rules concerning thdace-to-face interaction with applicants
throughout the selection procedq$or example, at least two agency employees have to be present in a room
where an interview with potential applicant is taking plac&hedpapea-based application procedure provides
incentive for firms to hire consulting companies to draft grant applications that appeal to the reviewers but
favour form over substance. Other issues:

9 Strict requirements that are unnecessary and do not add valuethe project (for example, public
procurement or the situation when the young enterprise has to search for partners with institutional
experience just to satisfy the institutional requirements, while they could implement the project on
their own);

1 Long laging evaluationprocedures in some cases companies received funding for the project after 2
years have passed since submitting the application. During this time the cost of equipment can
increase, new ideas occur, some ideas can become irrelevant.

1 Very Imited flexibility to address any changes in the project design. Companies were not allowed to
change their procurement plans, for example buy different equipment or R&D trainings etc.

The abovementioned weaknesses create high administrativiead for beneficiaries and reduce
experimentation. Some interviewees noted that it is less costly to implement the R&D project with a
companyg own means or a business loan than with ti8F grant Moreover, only thoseompanies that are
implementing large scale plared (hence, not new) projects, are encouraged to apply. Hence, public support
may be replacing, rather than complementing, private expenditures on innovation and R&D. In the survey of
beneficiaries, carried out in 2011, 69% of beneficiary firms that recalveupport for R&I, concluded that
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they would have implemented the funded projects even without the public support (although to a smaller
"so’io jm di \ gjib™ m odh> am\h™ $ #K\gdjfldoW ~o \g)

In summary, the current strategy has made very importamvestments into the public research capacity as
well as firms/stechnological upgrading and their research capacity. These investments were necessary
considering the previous worn out state of the research base. However, this strategy has proven relatively
weak in leveraging private sector investments into R&l and fostering public research commercialisation,
mainly due to (1) investments into intermediary organisations instead of focusing on the entrepreneurial
capabilities of research institutions and crigag professional innovation services, (2) lack @bft® measures

for entrepreneurial discovery and innovation capacities building in firms; (3)-sy@temic innovation
governance, characterised by limited synergies, networks, clusters and associatenalé® Chapter 4); and

(4) various small missteps in measures design e.g. launching all measures at once, subsidising technology
absorption, etc.

Table 5. Factors (motivations) supporting and limiting participation in R&I relate d ESIF

Companies PROs / universities

Supporting 1 Covering the cost of R&l human resources. 1 Covering R&D infrastructure costs.

factors / 9 Covering R&D infrastructure developme| { Possibility to raise the otherwise low researché
motivation costs. salaries.
1 Previous R&l experience and experience W 9 Developing young generation of researchers.
SFESIF.

1 Availability of high quality consultancgervices
(most of companies hire a consultant to writ
an application).

Limiting 9 Absorptive capacities - the majority of | 1 Focus mainly on public R&D base.
factors enterprises in these sectors are consumg { High administrative load ofSFESIF projects, proces
rather than creators of innovation. oriented and strict procedures (e.g. procurement), lack

1 Investments into intermediary organisation flexibility.
instead of focusing on the entrepreneuriy § Limited human resources and limited programn
capabilites of research institutions an{ management (administrative) capacities.
creating professional innovatioservices, lack
of &oft® measures for entrepreneurig
discovery and innovation capacities building
firms

9 Non-systemic innovation governancq
characterised by limited synergies, network
clusters and associations.

9 Various small missteps in measures dggn
e.g. launching all measures at once, subsidis
technology absorption, etc.

9 Capacities limited by the economic crisis.

1 High administrative load ofSFESIF projects
process oriented procedures and stri
requirements (e.g. procurement), lack
flexibility.

Source: compiled by author
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4. PUSH- PULL FACTORS FOR&| PERFORMERS TO PARTRGTE IN
FP7/H2020

Overall, compared to other EU countries Lithuania participation in FP7 looks weak. Lithuanid' isy24
number of participants who signed contracts and'2By budget share of EC contribution. Compared with the
Baltic States Lithuania outscores Latvia by intensity of finance and participants activityy not in the
indicator of success rateHowever Lithuania is behind Estonia for all indicators. The majadfitiithuanian
participants in FP7 project are public R&D institutions (see Annex 4).

Push factors

Public research institutions and business enterprises share two sets of factors maotivating them to participate
in FP7/Horizon 2020 projects:

1 Financial support. Firstly, additional financing from the EC (next to the national and private funding)
enables to implement difficult and expensive projects which require a lot of resources and which could
not be implemented without additional support and sharirfietrisk. Secondly, FP7 and Horizon 2020
projects are an additional source of organizational funding allowing to retain good quality staff. For
example, during the economic crisis public research institutions received less R&DPostiacts from
the Lithuanan companies. FP7 projects became another opportunity to compensate the loss of R&D
funding from business

9 Scientific interest . FP7/Horizon 2020 projects allow to participate in large and interesting projects
with partners from other countries. Participan in projects also enables to increase competence and
build experience. Scientific interest plags important role because both public research institutions and
business enterprises do not apply for the projects which are not in their interest sphere.

Public research institutions respond to additional push factors that motivate them to participate in
FP7/Horizon 2020.

1 Institutional funding for PROs. The Government decision (adopted in 2009 and subsequently
amended in 2010 and 2012) on the method for altation of budgetary appropriations for R&D for
public higher education and research institutions stipulated that higher share of institutional funding
should be linked to research performance. The Decision established that 50% in 2011 and subsequent
years of institutional funding will be allocated to public HEIs and research institutions on the basis of
results of assessment of R&D activities. The remaining 50% as of 2011 are allocated on the basis of
°i jmhVYodg™ iph] > m j a n o hsttaion bytlee\decreal af Miniskekofigdacation a j m
and Research. The ministerial decree adopted in November 2012 stipulates that one of four criteria on
which the assessment of R&D activities is funding received from participation in international research
projects (see Tablé below).

Table 6. Institutional funding formula per field of science (international projects)
Social Natural Biomedical  Agricultural Technology
sciences  sciences sciences sciences sciences

Humanities

Nc\m® ja °7jhk odog

funding calculated according tiunding
received from participation in internationa
research projects

5%

Njipm~»"5 Bjg  mih io%n -08-2009 gn\tleedProcedutes fpalloBading State budgex
funds for research and (social, cultural) development and artistic activities of public education and research
institutions. Latest amended version valid as of June 2014.

I Ambition to be come an internationally acclaimed and apprecia ted institution (the prestige
factor) . Successful participation in FP7/Horizon 2020 allows the institution to become more
internationally recognized. International recognition enables, for example, to attract researchers and
interns from all over the wod. For this reason increasingly the strategic focus of the largest universities
in Lithuania is on the international projects, including FP7 and Horizon 2020.
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Next to the above mentioned push factors, it must be noted th#ie new strategic Lithuanian doaments
(the OP for 20142020, the National Progress Programme for 2012020, the Science and Research
Programme for 20132020) have set specific targets related to internationalisation of R&D. By 2020 it is
sk Mo’ _ revenues frok Malticipation ithe international prograrmes will be &7.45m (it was®6m

in 2011) and that Lithuania will be the member of founternational research infrastructurefithuaniawas
not a member of anyinternational research infrastructureim 2012). Accordingly, a set cfpecific measures
focus on facilitation of national participation in FP7/Horizon 2020 (see next Chapter).

To conclude, main factors that motivate to participate in FP7/Horizon 2020 are: scientific interest, opportunity
to receive additional financial sumpt, and ambition to become internationally recognized and high level
institution.

Pull factors

As noted in the beginning of this chapter public research institutions participate in FP7 projects more actively.
Lithuanian organisations are much less activeFP7/Horizon 2020 projects because of these key factors:

9 Lack of individual motivation and skills . The career system of Lithuanian researchers does not
sufficiently support orientation towards results or international projects (researchers are mostly
evaduated for papers and teaching hours). Also, most scientists have too much administrative work and
high teaching loads. As they are not motivated by universities in any way to participatéhen
FRs/Horizon 2020 many good opportunities are missed, unlesisere are motivated students who can
drive projects as part of their learning process. Often theraitack of administrative personnel who
could manage administrative load created by the/EP/ESIPBrojects.

1 Lack of organisational motivation due to the rules of calculating personnel costs. More
specifically, this comment refers to calculating hourly rates according to usual accounting practice
based on actual personnel costs. First, actual personnel salaries at the public research organisations
(especidly early career researchers, PhDs) are very loen average, several times lower compared to
EU15. Second, many SMEs in Lithuania still usiwuble accountingy when formal salaries of their
employees are very low, but employees get compensated usingrosiources with lower tax rates (for
example, gifts, stipends, car fuel, etc.). As a result, many Lithuanian participants can only declare very
low actual personnel costs. Their staff involved in the FP7/Horizon 2020 projects have to perform the
same compgx R&D tax as their colleagues from other (better paying) countries, but the funding for
personnel costs in these projects is several times lower. This reduces the motivation of both staff and
institutions to participate, especially when early career resdeers are involved. Also, it reduces
possibilities to attract highly qualified researchers (competitive funding projects are often seen by
organisations as an additional funding source for more/better human resourcébg abovedescribed
rule is different from, for example, the rules applied by European Commisgiqrublic procurement
rules, which imply categories of experts (and fixed rates per category) that are equal to all experts
despite their countries of origin, their actual salaries or averagéasas at their institutions etc.

1 Most of FP projects are long -term projects . This makes thenharder to administrate . Business
product developers are not interested to participate in FP prgjees they perceive them as$oo
bureaucratic (Eriksonas et al., 2011). For example, interview respondents calculate that
°commercializationin FP7/Horizon 2020 projectsan be done only after 5 and more years after the
project proposal submissida Time span folinvestment in R&D project dfithuanian compargs when
they might agree to share the risk is not more thanyears(Eriksonas et al., 2011Also, sometimes
it is difficult see all the challenges in advance. Sometimes when the partners are less flexible to adapt
to the changing situations, participé may need to change partners during projects. To sum up,
companies often prefer to implement their projects without partners and with fewer own funds, because
it is a much quicker way to get the result.

1 High competition and specific restrictions . Especilly private companies acknowledge that the
success rate is several times lower than any other funding opportunity (e.g. the average success rate is
about 20% in FP7 compared to up to 50% in the national R&D measures). The competition is lower in
the natioral policy instruments, so many participants choose them instead of FP7/Horizon2020.

2 Source: two interviews with the PRO representatives/experts.

51'=5 do dn ijo \ g b\g gdhdo\odji" m\ oc  m \ _j hsadrnylongandkprojects® k o dj i
themssgg " n o\ f " hp”rc gjib> m oc\i do rjpg_ ©oovercome thisharriérjbditer\ i t dhkg ™ h"~
\r\m i "nn m\dndib \i _dnn > hdilodji ja bjj_ km\~od" auvis¢kdn® g\ o~ _
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I Weak links with European networks . Lithuania is a small country andithuaniancompanies are not
well-known in Europe. This creates a difficuliy finding consortium partners. Most of the already
formed consortia are not willing to open up to new partneffie main link between the FP/Horizon2020
(incl. KETs) research agenda and the national research agendas is provided by the EU technology
platforms and Euopean clusters and (through their mirror groups) by the national clusters and
technology platforms. However, most of national clusters are not involved in the European clusters, and
national technology platforms are nearly negxistent (no State support vgaprovided for facilitation, so
oc t \'m’ a\~dib °iVNopm\g _ " \oc»$) Oj \ g mt gdhdc
existence has been secured through the national complex programmes and clustensever these
institutions are very young ahtheir international links are very weallso, Lithuania does not have a
considerable lobbying power in the EC. Many interviewed FP7/Horizon 2020 particlpaiggedthat
sometimes it prevents them from winnindpe project

1 Limited number of private R& | performers and a lack of critical mass . High and medium high
technology manufacturing enterprises comprise less than 1% of all Lithuania enterpridese is a low
number of R&D performing enterprises in Lithuania (only 181 company used the R&D taxtiweein
2013). Hence, there is a lack of critical mass of mature innovattosco-invest in large and londerm
R&D projects.

To conclude, the main factors limiting participation in FP7/Horizon 2020 projects are: weak links to the
European networks andnhited international visibility, limited number of strong private R&l performers,
availability of other more attractive (national) funding opportunities, and some specific features of the
FP7/Horizon2020 projects, e.g. the fact that the evaluation andgmijmplementation takes very long, there
are specific budget and accounting rules, etc.

18



5. POLICY INSTRUMENTS FALITATING THE PARTIPATION IN(FP7)
H2020 / (SF)ESIF

There are measures taken in order to increase the participationirfFlamework Programme/Horizon 2020.
These instruments are implemented and administrated by MITA and LMT. These measures are described
below:

i Partial compensation of participant Yamontribution to FP7 project. Partial compensation of
participarosiontribution to the FP7 project is available since 2008. Since 2010 MITA is responsible for
the administration of this instrument. Support is available only for public research institutions. Up to 25
percent of contribution can be compensated. The compensation |$3ng|for one year perlod

independently from the duration of FP7 proje@uring 2016- +, / 03/ +"+++ r°m  ~jhk’

161 FP7 participants (MITA, 2011a; MITA, 2012; MITA, 2013; MITA, 2014; MITA, 2015).

1 Compensation of FP7 application preparation costs. PROs can apply for compensation of FP7
application preparation costs. The application does not have to be selected by the EC to be
compensated, but it must be appropriate forthe®8C ~ g\ gp\ odj i) Pk o] O/ . ++
compensated (MITA). Bhinstrument is running from 2012 and is administrated by LMT and MITA. 215

ANyhkTinVodji M“jiom\”~on c¢c\q ] i n -@el8 (LMT, 2015). \ r \ m_ "~ _

However, this instrument has a serious bottleneclapplication costs are only compsated for public
research institutions, and not private enterprises, although participation of private enterprises in
FP7/Horizon 2020 is much weaké&tor example, in the case of JSC Vittamed, which coordinated two FP7
projects (see the JSC Vittamed castidy) and prepared the applicatiothemselves, the coordinator
could not apply for compensation of the apcation preparationcosts, so the project partnerKaunas
University of Technologseceived the compensation. This is an unfagstrictionin the current system of
facilitating national participation in Horizon 2020.

i Baltic Bonus. Di ?2°~""h] " m' -+, HDO< g\ pi”“c  _ \Vijoc m di
partnering with the other Baltic states (Latvia or Estonia) in the applicationHorizon 2020 to apply
ajm \_dodjil\g O,"+++ ~jhk>inVodji ja km k\m\odiji

1 VAT expenses compensation. In FP7 projects VAT expenses are not funded by the EC. In 2010 LMT
launched an instrument, which enables FP7 papants to apply for compensation of VAT expenses
paid by purchasing goods and services in Lithuania. 86 FP7 participants received their VAT expenses
ANphkTin\Vodiji rj moc20@3MT,2@%).+ j g - m - +, +

1 Compensation of international events costs. MITAIis covering the research& travel expenses to
conferences or other events related to international programmes (e.g. Horizon 2020, Eureka, Eurostars).
This way it helps potential participants finding partners for participation in international projettis. T
instrument also supports consortia meetings in foreign countries, intended for preparation of new
applications and establishing new contacts. The consortia meetings in Lithuania can also be
compensatedthe equipment and rental costs are compensajed

9 Technical assistance and dissemination of information about FP7/Horizon 2020. MITA
a\~dgdo\ o n iVodji\g k\ mod~dk\ odj i di AK2* Cj mduj i
increasingthe awareness on rules and opportunities to participate in FP7iddm 2020. MITA with its
NCP network organize consultations, presentations and other events for enterprises and PROs. In
addition, LMT provides technical assistance for potential participants of FP7/Horizon 2020. For instance,

LMT helps scientists to findnternational partners by usinghe NCP network, consults potential
participants and proofreads their applications.

19

k

n

j



6. EVALUATION AND MONITRING MECHANISMS

Five agencies (MITA, LVPA, ESFA, LMT, and CPVA, see Figure 1) are responsible for allo&&Bi- of
funding on research and innovation in Lithuania. There are two main groupSKESIF measures (this
chapter is mainly basedoK\ gdj f )doW - +, 0
1 Grants for projects through competitive calls for proposals. It includes administrative,
quality/benefts and financial assessment of projects. The evaluation is based on publicly available
proposal evaluation guidelines prepared by each agency separately. These guidelines must include
information on evaluation procedures, pemview process, proposal elmtion supervision, funding
decisionmaking and others. The pegeview can be used in the project quality/benefits assessment.
9 State and regional planning. Regiotal development committegor relevant public authorities develop
the projects plan. Projecimplementers are chosen according to the planning based on their
administrative and financial assessment. Project management agency approaches potential project
applicants offering them to submit their proposals within the time frame. For example, a large
proportion of R&D funding over 2002013 was allocated for building or updating large R&D
infrastructures. The funding was allocated using state planning method (institutional funding with
competitive funding elements only best R&D infrastructures are fuled).Thefunding for the priority
°Nom iboc idiw\ka~r"dod hm*é&Omnh di -+,.% dn \gnj h\
planning (around 90%).

When Lithuanian funding agencies allocate funds througgmpetitive calls , the exper® peerreview is
usually used to assess projects quality and benefits. It is based on research excellence criteria that are set in
agency# projects evaluation guidelines. The procedures are clear and transparent with some degree of
flexibility, for instance, for mall calls. Evaluation criteria are systematically applied. Responsibilities are
divided according to competences: experts evaluate the quality of projects, while managing authorities take
final decision on funding. It is considered that the evaluatiorrigporous. The agencies follow the common
guidelines on providing funding and, therefore, apply similar rubesd procedures (adoptedy the
Governmen{2007) regulatior).

1 LMT (the central funding agency for basic research and researchensbility) is the main research
funding agency in Lithuania. It allocates both budget and EU structural funds through prograbased
competitive funding. About 130 calls for research funding and about 20 calls for other scientific
activities funding areannounced annually. The proposals evaluation is based on-pmgew and
publicly available evaluation criteria (e.g. one of criteria is the significance and validity of research idea).
Experts define whether a project satisfies the minimum criteria to @@nsidered eligible to receive
funding. When all proposals are evaluated, experts arrange a projects priority list. The relevant
programme management group makes the final decision on projects to be financed. The LMT
Committees validate the funding decwsi (LMT, 2010a) The expert#selection to conduct the peer
review in LMT is based on internal LMT decisi¢b®IT, 2011; LMT, 2008Egxperts are chosen by the
LMT committeesfrom the confidential LMT experéatabase and/or other suggested expertsRS,
2009). In principle, the participation of international peers is not limited as experts can be any qualified
researchers and specialists, Lithuanian and foreign citizens working in Lithuania or abroad. However, in
practice the LMT chooses experts accogdin the financial value of calls. The Global Grant programme
is systematically assessed by international experts (in Natural and Technical sciences international peer
review covers 100 per cent of calls, while in Humanities and Social Scienc®8 of calls) as it is
designed to support worltlass scientists and researchéssrojects. Other project expeksvaluation is
jmb\idn® _ \~~jm_dib o] AN ggn api _,@00 bhen\usugllpitie 5 da \
reviewed by local experts. In otheases LMT hires Lithuanian experts working abroad or international
experts. A majority of grant proposals are submitted in Lithuanian language (with a short summary in
English), whith poses linguistic barriers to participation of international reviewei&/hen a project grant
(e.g. Global Grant programme) is considered significant, LMT asks to submit both Lithuanian and English
versions of proposal what facilitates the international pemsview. Another obstacle is expevts
availability. Local experts uslly propose themselves to LMT (90% of experts in LMT expéetabase),
while foreign experts are approached by LMT.

4 There are two LMT committees: -IHuman and social science committee,- Natural and technology science committee. They are
formed from scientists representing the relevant science field. They are proposed by Research, HE and other institutions.

5The $ate Commission of the Lithuanian Languaggarified that all grant proposals must be submitted in Lithuanian language to
ensure usage of a State language
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1

Agency for Science, Innovation and Technology (MITA) uses expet peerreview (MITA, 2011bjo
evaluate proposals quality in allocatingrogramme funding(MITA, 2011c)MITA uses its own expetts
database to select experts for peer review.

LVPA administers a numberof ERDRunded business supportmeasures including nine measures
devoted to R&D projectd.he project applications evaluaticare based on peer review. LVPA has a few
methods to choose their reviewers. There are project managers in LVPA who coordinate projects. Each
of them focuses on a thematic field, and in some cases they themselves evaluate applications. When
applications regire very specific technical knowledge, LVPA hires external experts. The key
requirements for an expert are: five year professional experience and/or a PhD. LVPA has a pool of
experts to choose from. Experts from this pool are hired using short term laloontracts. Reviewers

are usually hired from Lithuania. Only in rare cases LVPA hires international experts or Lithuanians
working abroad, because it is more expensive. LVPA also collaborates with universities to find reviewers.
LVPA has signed specific gt service contracts with five Lithuanian universitiesiniversities provide
LVPA with experts under their request. A high importance is given to avoid the conflict of interest. Firstly,
before signing a contract, experts do not know whose applicatithey are going to evaluate. Secondly,
before hiring expert, LVPA carefully checks whether an expert has a conflict of interest. Finally, while
signing a contract expert must declare her/his interests.

In summary, although the Lithuanian public bodies peasible for allocatingSFESIF funds apply some
principles of international peer review to a large extent (i.e. research excellence criteria are applied and the
funding agencies are rigorous in their peer review procedures), there are sobstacles limit ing
evaluation objectivity

a.

International experts are used on systematic basis for evaluating large research projects only by LMT,
but not by other agencies that provid8FESIF funding for research and innovation. Currently, the cost
of hiring internatioral peer reviewers is considered too high. Also, using Lithuanian language in the
forms and applications in most cases preclude using international peer reviewers for evaluating
projects. Use of local experts in a small country like Lithuania raise problefraither (a) competent
evaluation of highly technical content of R&D projects, or (b) subjective evaluation, given the very
fragmented R&D base in Lithuania, where all experts working in the same field know each other and
often compete for funding.

. The gpaperbased application procedure provides incentive for firms to hire consulting companies to

draft grant applications that appeal to the reviewers but favour form over substan@éhile the
administrative burden itself is a drawback for researchers, thasonsultancy companies, beside the
additional cost, may be politically affiliated and affect the objectivity of the evaluation. Evaluation of
applications was improved since the firStFcalls (see above on the LVE#system), however avoidance
of conflids on interest in a country as small as Lithuania is a complicated task.
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/.ENHANCING OR LIMITINGHE SYNERGIE3

Ensuring synergies between Horizon 2020 and cohesion funding, the smart specialisation strategies are
foreseen to have a key role to play iretms of capacity building and providing a stairway to excellence
(European Parliament resolution, 2011). They are expected to consider both upstream and downstream
actions to and from Horizon 2020 as key actions for the CP funding. In this context thekmeta m o no\ d mr \ t
s”™NT gg i N7 Bsedtd markgpstrean gatigns, which aim is to prepare R&I players to participate in
Horizon 2020 projects and accessing national funding allocated on a competitivésbilse key upstream
actions for cohesion funidg include- but are not strictly limited with- the investments in innovative
solutions and research infrastructures and equipment, in particular those of European interest. This includes
support for Gsatellite infrastructure$ linked to the ESFRkElated RI, national/regional research facilities and
technology centres, competence centres and science parks, with a clear focus on enhancing applied research,
through reinforced cooperation with industry to leverage private R&I investmienaddition to Ria number

of other upstream interventions can be supported, including smaller research partnering facilities of regional
importance upgrading into research excellence; the modernisation of universities and research organisations,
including the development opostgraduate studies; the improvement of research skills of students, the
training of researchers,as well as developing technology auditing, international partner search and
information campaigns in firms and technology centres to stimulate and fadiitparticipation in Horizon

2020 (Nonpaper on synergies between Horizon 2020 and Cohesion Policy funds).

Factors limiting the synergies between ESIF and FP7/Horizon2020

As discussed in Chapter 1, the FRGtivities (NCPs), cohesion fundeational programmes and transnational

cooperation (under ETC and EUSBSR) activiags rather beerall rather separate streams of planning and

actions (even if operated by theasne organisation) irLithuania. There isi0 strategyor tactics of creating

synergies between the SF/ESIF or FP7 measures. On the contrary, the prevailing opinion at the Ministry of

@ jijht*¥n Nomp~opm\g Api_n ? k\moh io dn oc\o ajno’ md

Apartfrom lack of long term vision and sttagy for building a stairway of excellence, no specifiges, legal
aspects,or implementation modalities (i.e. timing of the calls, eligibility criteria, and evaluation criteria) for
ESIF calls that may limit synereg between ESIF and H2020 wedentified. Also, before 2015 there werao
direct national instruments facilitating synergies between Horizon 2020 &¥e The interviewed experts
noted, that since Lithuanians are not very active or successful at the FP7 calls, there is lack of préssure
the interest groups on the policy makemsnd so there is no strong impulse to create mechanisms facilitating
synergies.

The interviewees themselves thought that there was no negative impact of the competition between the SF
and FP7, because FP7 atits the highest level research groups who deem it prestigious to take part in
FP7/Horizon2020. However, there is potential negative effect of the overall lack of human resources in the
PROs and the high administrative load SF/ESIF have created (espewsiadly constructing new R&D
infrastructures and procuring equipment), which may be underestimated by the interviewees.

Factors enhancing the synergies between ESIF and BP7/Horizon2020
2007-2013 period

Despite the strong opinion at the Ministry of Econonhat facilitation of synergies should be avoided in
order not to facilitate double funding, there were some positive, although not very effective, examples in
2010-2014. Themj _ ] ¢~ c] l of _m i~ g(LVPAnROLOWhiéh @roudesfdifect fumding=fdd ©
business R&D (grants), provide that:

1 The applicants could apply with partners (companies or research institutions) registered in Lithuania or
abroad.In practise Lithuanian institutions do not apply with partners from adéd. However, during the

project participants collaborated with companies from abroad (e.g. by buying expertise from them).

Hence, this could contribute to enhanced international networking and trust and indirectly lead to further
international collaboratn.

Businesdrips abroadwere among the eligible costs.

<hjib oc"’ f ot l p\'gdot “q\ gp\ Bxgpgrience ofmubliabonatohgvith o ¢ = m” f
research institutions anét international level (implemented Framework or Eureka projects overdbe |

1 wc Tipecputhdr, counted 16 Lithuanian companies who have benefited from both the Framework
Programmes, and Intellect LT. Given that Intellect LT supported 260 companies, it shows that only a

= =

22



very small number of current R&l private performers agi o~ m  no " di oc’ @P°n

programmes.
The Lithuanian Research Council, while providinggrants for public sector R&RBE h > \ npm™  n °Bgj ]\ g
\'i _ °Kmje “on | a m20m4, dpptiedcehose mlpspLVim,>2CKL0bY 1 - +, +

1 Among the key qualit ~ g\ gp\ odj i Amdo md\ r\n °Dhkjmo\i """ |ja

project internationalisation )
9 Trips abroadvere among the eligible costs.

Finally, the Ministry of Education and Science in cooperation with Ministry of Economy, MITA, ESFA and LVPA,
implementedad i chn jlid_]J]nm ~ oh”cha inBQ122084. In thgsthéme’the idddb  ? a a ®
was to fund joint high quality public R&D projschaving a business partner. In this cgdeVPA fundd the

business part of the projectrom the measure Intellect LTthe 2013 call).The public R&D part of the project

was funded using the State planning method. The call for preliminary applicationgsg#arch organisations

was launched in 2012. MITA evaluated the applications and invited 30 selected institutions to submit full
applications. These 30 selected projects gatppon  p k 0 O, ) - h &@Pmomdtionmthigh h > \ npm’
level international resear ] b(ESFA)In20130¢” gl\oo™  m h \'npm  \kkgd®™ _ ocjn’

1 One of the two aims of this measure was to carry out high international quality R&D projeits the
use of international industry companies and (or) international research institatiBach project had to
contribute to this aim to be eligible for funding.

1 Among the quality criteria were those:

o The applicant and/or partner has previous collaboration experience with international research
centres or international companies or internaial universities and PROs regarding delivering high
international quality research (up to 20 points).

o Experience of implemented FramewoBOSDr Eureka projectéup to 10 points).

o High impact of intended project results on the applicant/partner R&wnpetitiveness (public
private partnership, visibility at international level, attraction of researchers from abroad) (up to 5
points.

0 The project implemeis mobility visits to international research centres/companies/PROs to work on
joint international evel R&D projects (up to 5 points).

<n \i s\ hkg ' F\ pi \ mnstitOte of dMatgrigl§ Iciencgruiticipgted imntltemeasare

Kmj hjodji j a cdbc g .drheginstifute doenefitedl &rainj thek mpj en” ™Mo \ mMAgi» _\ h°
investigation of surface relief and molecular forces influence on the smifjanization of nanoparticles and

i \ij ad] ~ ,600)»Accerfirig-tathe beneficiary, this project helped thendtitute to build research

capacity and find solid international perers, which resulted in a twinning proposal for Horizon 2020
#°=jjnodi b oc"’ n*d iodad” “~s”~ gg i \Vi_ diijg\lodji
University of Technolmt \ i _ don Ordii dib k\ mwojectsmtside®the Elfe.gwithoc ™ m di

the National Institutefor Materials Science of Japan)
Other indirect upstream and downstream synergies were identified:

1 PROs acquired new R&D infrastructure from the meas®&engthening of the General Science and
Studies infrastructure> ((B07m) which allowed them to pursue new lines of research and join
dio mivzodji\zg g g g ~jinjmod\ \i _jkkjmopidod ™ n oc\
Ultrasound Research Institute of Kaunas University of Technology psethaew equipmentultrasonic
microscopeimmerson ultrasound stands,-xay miao-tomographyequipment) under the financing of
@P NA kmje "o ©°>m \odji jredan Kaunas dUpiviersity of jTdchnologyy » ©¢c dn  M!
i >r diam\nompfropm> “i\]g> _ F) =\mO\pnf\ln Pgom\njpi
dhkg > h i o \ i ph] nSpiinkTesA Kr2epTesh [SAFEJONT #0 ) )bH) ©

T @P NA#°1 " r Jkkj mopi dod ™ n» Iof therppductsbcreatgrias a resultof k j mo k

FPtapi _° _ M!'? kmje ~on #diomj_p~rodji oj oc” h\imf o0$)
kmj e ~on ©°=m\di n\ a new, hoRinvasife =absblad inttaaanial pr&ssuje (atCP)
measurementdeicer \'n " g gj k> _ _pmdib oc® °=m\din\a’» kmje
pkbm\ _* _\i_ adil\g kmj_p~o “"m \o  _' m- \ _t 0] ] di
Jkkjmopidod > n» r\n pn’ _ ajm oclepork geuelopnent Jand Oc ° k m
promotion in foreign markets r = m~  rpsent the new neltodiagnostics technologies to the world

market, find new business contacts and start product export.
Plans for 20152020
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What regards business R&l projects, there is no debaor specific plans on fostering synergies between
ESIF and Horizon 2020 in the new 20920 period. However, there was a discussion that the newly
developedpre-commercial procurement (PCP)g [ mol _ * Mg [ | n dould be dinkedgto h n °
Horizon 2020.Consortia of public procurers working together on joint PGR® receive 70% worth co
financing from EC under Horizon 2020. Lithuanian authorities are creating legal framework for PCP and are
aware of the opportunity to receive efinancing under Horizon 28D. The final decisions on the measure

(and its funding sources) have not been made by the time this Report was prepared.

A new measuré QbdG h h _ ] n01.5nN See Figure 5 below) will tackle the problem of weak involvement
in international clusters andtber networks. Up tdD - 4 + + A\ j ]1° kmjgd_~ _ ajm k\ mod
facilitated by the Enterprise Europe Network.
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Figure 5. ESIF measures for business R&I, 2015-2020
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Source: Ministry of Economy, December 2014

The Ministry of Education andScience has increase
internationalisation in the new 20142020 OP:

1
laboratories).This measure aims to create intertianall

d attention to international level R&D and

Creation of excellence centres (about 027m will be allocated for excellence centres and parallel

y competiive R&D centres having high quality

competence and critical mass of R&D infrastructure and researchers and engaged in structural

partnerships withleading foreign R&D centres. It is
financingtoGd oc p\ i d\ i
Lithuanian applications have been submitted.

\kkgd~r\odjin

Parallel funding for Horizon widening participation schemes.

discussed that this measure would provide co
n ° gearfirgg. Prelinjinary, omo °

O H His following the EC

recommendations to link ESIF with Horizon 2020 and is planning tefirance the Lithuanian

k\mod~dk\ion di
Creation of parallel laboratories
laboratories) The aim is to create physical and virtual

Cji mduj i

=

-+ -+ "Anpm > n \n °Ordii

(about 027m will be allocated for excellence centres ampdrallel

infrastructure required for structured partnerships

with leading research centres abroad. Paehlaboratories would allow th@artners to use each othés

infrastructure, and thus lead t@int R&D projects.

Creation of European RIs and integration into ESFRI/ERIC (about(27m). Creation of the European

RIs would be implemented according to the Roadmap of the national RIs (2011). Funding will be
allocated for integration into ESFRI and meeting the necessary requirements.

Adi \ gWplanhs fdd ébntinuation ofi d i ¢ h n

I _dan_J[HhMmWb j I ?aaltandmindingg #

has been allocated for i{preliminary, abouii72m). The final decision on the implementation scheme
has not been reachebly the time when this Report was submittedune2015).

There is also a discussion regardingaation of ESIF fundi

ng (from the measures administered by LMT) to

the Horizon 2020 projects that receive high evaluation score but are not selected. No decision has been

reached by the time when this report was prepared.
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8. TAKEUP OF PUBLIC SECTORESEARCH RESULTS

Given the historical separation of science and industry and the prevailing differences in cultleek aof
productive collaboration between the industry and public research sed®iene of the most challenging
issues in the Lithuaniginnovation system. In spite of the current policy effort to strengthen scieirwdustry

links, deficiencies are present on both sidepoor commercialisation endeavour and a lack of commercially
valuable results in the academy, on the one hand, and Idility to look outside the short term compaigy
horizon, to identify and exploit external knowledge, on the business side. Information asymmetry, lack of
motivation from both sides and sometimes too rigid setting of public policies only reinforce the wessHas
mentioned above. FewlE SFfunded instruments attempted to address this challenge and faced mixed
success, due to both lack of wethought design and the lack of more substantial efforts.

Better cooperationbetween public esearch and private enterfses as seen as a key focus to promote
knowledge transfer. The instrumeAtDi o> bm\ o~ _ n~d i ~° ' _mad m_owoithmrednd _ ] pndi
O/ + +whs introducedor fostering open innovation and transfer of knowledge between public research and
private enterprises Under this instrument 21 open access cent@&D laboratories, which should provide
R&D services for business and other interested applicants for a particular pnied been constructed in the

° g\ gg’ t n») Technotboyyrhsfey Offiges stadad pperation irkKaunas Technology Universiynd
Vilnius Gediminas Technical Universifyespite the huge investments the involvement of the private
enterprises in these projects have been limited. All the investments allowed publearels institutions to
modernise infrastructure rather than foster collaboration betwepaoblic research and private enterprises
The new Operational Programme plans to finance operation of new technology transfer offices in other
universities as well.

Measures supportindR&D cooperation between public/academickimt-profit sector research institutions

and enterprises (High technology development programme 2@013, the Industrial biotechnology

development programme 20112013) were implemented. Alsthere were measures supporting investments
in innovative clusters developmer(tnocluster LT Inocluster LT+]Jnogeb L¥3). However direct financial

supportfor collaboration of science and business in joint R&D projects and cluster development projasts
relatively low, compared to other policy instrumenrtsKk \ gdj f \ d o W' -+,0%)

Evidence of poor Lithuanian knowledge transfer and open innovation performance is presented in Table 7. In
the majority of measures presented in the table the experimental reseaactivities are implemented. The
results of projects are prototype and just in a rare cases a product ready to be installed to the market. It is
unclear whether created prototypes are tested, upgraded and introduced to the market after the projects are
finished.

Table 7. Project results 2007 -2013.

ATPP  PBPP  FF/

2011- 2011- 2007- Eureka Eurostars  Total
2013 2013 2013
EC contribution to Lithuania participanta O h 8,69 14,01 0,89 27,79
Number of projects 12 (7 33 (27 6 (4 78 (65
finished) | finished) | finished) | finished)
Product PBPP FF7
development Results 2011- 2007- Eureka Eurostars  Total
cycle 2013 2013
Research Patent applications 7 3 N/A N/A N/A 10
Experimental New products, services or prototypes 85 9 5 N/A - 99
development New products, services or prototypes ) ) 1 N/A ) 1
tested.
Innovation New products, services or prototypes ) i ) N/A 4 4
created and introduced to the market

Source MITA, 2014, EC, 2014.

Notes: a) ATPP High technology development programme, PBPiRdustrial biotechnology development programme. b) Only high
technology and knowledge intensive services sectors are presented in the table. Also only projects coordinated by Lifrartinipants
are included into FP7 projects analysis. EP7 and Eurdars projects results were summed up using projects final and interim reports.
Not all the relevant information may be provided in these reports (e.g. registered patents). d) FP7 and Eurostars prejdtssaere
summed up by authors while ATPP and PB®&jects esults were summed up by MITA. As a resufie tresults between these
programmes should be compared with caution.
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In Lithuania, often the experimental development (especially at th® €echnology readiness levélsi.e.
prototype testing andpilot manufacturing) is the missing link. Companies lack related financial and
technological services. About 30% of surveyed manufacturing companies (Visionary Analytics, 2014) lack
prototype testing and pilot manufacturing services. TB& SEmplementingagencies, especially during the

first calls for tenders, hired scientists from the academia to evaluate the applications, and these evaluators
r-m’ gjjfdib ajm °c\m_» M!'? #d) ) oc" admno no\ b n
focusingon the Frascati manual). However, at the current stage of development, theregi®at need also

for rapid experimentation and prototyping (later stages of technology developméu)far therehave not

been close to market policy instruments ibhithuana. Some newmeasures fostering close to market
operations will implemented during the 2032020 ESIF period (see figure above, Innosertificatiaiso
Intellect LT now includes prototyping and pilot manufacturing activities).

One of the most successfulnstrument fostering cooperation between public research institutions and
enterprisesis Ino-vouchers LT. The pilot innovation vouchers scheme was launched in 2010 and after the
confirmed success was upgraded to the mouchers LT scheme in 2012 (thei i p\' g ] p_b Te dn O, )
voucher enables an SME to buy R&D expertise or knowledge from a research or higher education institution.
Supported activitiesndustrial or applied research; technological development (experimental or development,
design andtechnological works); technical feasibility studie026 ino-qj p~c¢c > mn #0/ h$ r m’ af
2010-2014 from both ERDF and national sourceAs an instrument facilitating first scienebusiness
collaboration contacts innovation vouchers were not expededichieve a significant effect on & and
innovation. However its effect on facilitating the networks and collaboration culture could not be
underestimated. Many interviewed beneficiaries as well as respondents of beneficiary surveys (Visionary
Analytics,2014) highlight high satisfaction and perceived usefulness of this instrument even despite its small
g\gp ) <kk\m iogt' oc’ diijg\lodji gj prc mn dinomph" i
universityindustry collaboratiorhas been very sccessfuldue to these conditions:
1 <i "\'nt Vi % n -0 mo " restnictions} nohadmirdstrative \load] fast evaluation
\ A2 m_dib qgjadmaommo mgjk kmdi *"dkg ' r “expériencedmth q ° mt
any other SFfunded instrument. The mode of delivery based on a fixed sum principle, standardized
activities and outputs, also creates less administrative cost for the implementing agemaythus could
be mainstreamed for other easyo-standardize incentives in the nexegod.
1 Meets the high demand for quick experimentation / rapid prototyping / incremental innovations which is
not otherwise supported.

However, the experience of working with the university researchers has not been always smooth, there has
been a lot of dsappointment and misunderstandings. Overall, according to the interviewees and available
studies (e.g. Visionary Analytics, 2014usiness and public research sectors collaboration will not work
effectively unless the current researchégsareer system ad public R&D institutional funding mechanism are
changed. The current system does not encourage public sector researchers to focus on commercialising R&D
results or providing R&D services for business.

Despite above describedmeasures the current policy mix did not have an expected impact on the
collaboration between the science and business sectdsfew explanations of poor current policy mix
performance is outlined in Lithuanian R&l Country Reptatk of a proper legal base for the successful
commercialisation of scientific projects, information asymmetry, low quality of scientific research, ,and
especially - the insufficient inhouse capabilities and the passive and bureaucratic stance adopted by
universities as well as a lack of a collabdian projects pipeline.

Another reason for the low sciendausiness collaboration is fragmented innovation and knowledge transfer
policy?daa " m i o nom\o bd " n #\i _ oc  dm di nko\dgodpjofd\j)d o Udg' ©°-j+,
Forexampleth °~gpno > mn» \kkmj\”~c ajno " m _ ]t oc” Hdidnomt
°qg\Vgg tn» \Vkkmj\~rc " i*jpm\b®_ ]t oc’ Hdidnomt ja @_p
fragmentation - 45 business clusters in a country asmall as Lithuania (most comprised by less than 10
companies). Secondly science valleys are mainly university projects without the considerable involvement of
enterprises.

Finally,universities, research institutes and their researchers still lack motivatm commercialize research
and work with industryThe lack of motivation is a result of career system in universities and a huge teaching
workload of the researchersThe career system in universitiesipports indicators such as teaching hours,

5 Some sourceshttp://en.wikipedia.org/wiki/Technology readiness_jevel
http://ec.europa.eu/research/participants/data/ref/h2020/wp/2014 201 5xes8/h2020wpl415-annexg-trl_en.pdf
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http://en.wikipedia.org/wiki/Technology_readiness_level
http://ec.europa.eu/research/participants/data/ref/h2020/wp/2014_2015/annexes/h2020-wp1415-annex-g-trl_en.pdf

academicpapers and similaand does not support knowledge transfer to industry. Ministry of Education and

Science tried to solve these problems withe resultsbased university funding model (more value is

attributed to R&D contracts with industry) and the Recoemdations on the intellectual property
management in universitieddoweverstudies @~ “~ci j kj gdn Bmj pk \i _ @mtiaho ! Tjp
2015) reveal that the current measures are not effective enough
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9. COUNTRY TAILORED POLY SUGGESTIONS

Tonph pk' oc m dn \ iph] " m ja a\”“ojmn gdhdodi b Gdoc|j
and the synergies between the EU SF and national policy instruments and Horizon 2020 as well as other
international programmes. The remaining challesgand related policy suggestions are discussed below.

General policy suggestions

1. Lack of coordination leads to huge fragmentation of instruments, programmes, institutions and
infrastructures. A key challenge is thts reduce fragmentation and improve pol icy capacities:

1 Ensure letter links between the fragmented policy routeby reducing duplications and ensuring
synergies. An example: in the previous programming period, a cluster, a science park and an open
access centre all operating in the same R&D teec(say, food industry) would compete for SF
funding for delivering similar innovation promotion and technology transfer services. To ensure
synergies, theState should review the currently existing structures, for example, some clusters can
become part 6the existing science and technology parks (STPs). In some cases, science parks could
lead the activities of clustersOc ° nomjib > no jmb\idulodji AN | A
kmje "o» jm °ejdio denduir\links ptwee)the devglopnentof R&B \ h k g °
programmes, higher education programmes and R&D infrastructure using SF/ESIF funding.

1 Coordinating agencye(g.MITA) with good programme management capacities and links to thematic
teams in all other agencies. Improve existingafnework (Strategic Council and MITA need to be
strengthened) and policy intelligence.

i Attention and resources granted to effective programme management, with a focus on
simplification, abandoning the riskverse and processriented approach, strengtheninghe
implementation capacity in the agencies.

2. The existing target group in Lithuania for the excellenbased competitive RR measures is rather
limited , consisting mainly of the limited number of tefier research groups and few knowledgmsed
(spinoff) companies. Raising the allocations for direct R&D measures without simultaneously dealing
with the pipelinecreation throgh capacity building might result in problems with absorption of available
funding.Policy mixthus lacked focuson the preactive incentives to encourage companies, entrepreneurs
to become involved in the discovery of opportunities for diversification amtbvation.In the new 2015
2020 periodnb _ jifcl]s mjinfcabn b[m ni gip_ “lig tb[I ™
absorptive capacity strengthening and acceleration of new ideas pipeline through the
innovation support services , such as:

1 Mechanisms (e.gvouchers) to boost experiments and discoveries while encouraging connections
among economic agents;

1 Industry, technology and market foresights, studies on long term future trends and likely
development of technologies that could improve the forward lookéagabilities and agility,

1 Innovation scouting / brokerage and othésoft® innovation support services aimed at emphasizing
the value of innovation and linking the activities of different actors in the innovation system
(businesses and research institatis).

1 Lack of skilled specialists is an emerging challenge for innovation development in SMEs which needs
to be addressed.

1 Policy mix has to acknowledge the different maturity of existing and potential innovators: need for
diversified and tailormade instuments.

1 Furthermore, at the lowest level of thécompetence stairwaythere is a large group of potential
&consumers of innovatiortsin both traditional industries and the public sector that are in need of
new technological solutions and can thus contribute to the creation of market for innovations, given
that the market is strongest force for innovation facilitation.

In spite of the airrent policy effort to strengthen take up of public sector R&D results, deficiencies are
present on both sides poor commercialisation endeavour and a lack of commercigbijyuable results in

the academy, on the one hand, and low ability to look outsttie short term compan¥ horizon, to
identify and exploit external knowledge, on the business side. Information asymmetry, lack of motivation
from both sides and sometimes too rigid setting of public policies only reinforce weaknesses in
creating stron g science-industry partnerships and facilitating science entrepreneurship
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9 Effects are limited due to overall nesystemic governance, characterised by limited synergies,
networks, clusters and associations; for example, failure talign the scienceévalleys® and industry
clusters; as a result Lithuania has 45 clusters, &dpen access centrés10 science and technology
parks, etcln a country with extremely low social capital, even the emergence of many small clusters
\'n °~gjn° _ g p§afirst step tawarfls morg efffective collaboration. The task for the
n""ji_ no k dn o] nom i boc i oc” ~gpno mn \i _ A
unproductive onesConnect the current public R&D infrastructure into a single R&D sesvinetwork
(in the open access centres, clusters, etc.).

1 Innovation voucher is considered an effective and highly demanded instrument considering the
current stage of Lithuanian SMEs (demand for rapid experimentation and prototyping) and could be
mainstreamed as a mode of delivery in the next period.

1 In order to achieve economies of scale by using funding of various state institutions, it is advisable
to focus on larger rather than smaflcale projects and the combined use of policy instruments,
especiallywhen it comes to public private cooperati@moncerning mature private innovatar§hese
larger projects usually involve several stakeholders, do not rely on a single source of funding, and
have large budgets, longer period of implementation and a few groof beneficiaries.

Specific policy suggestions

1. There isa need for better streamlined targets, policies, incentives for internationalisation,
for example:

1 None of S3 priorities should include purely national agendas.
9 Limit the RI infrastructure investments to those consortia who are able to demonstrate strong
industry commitment and international collaboration dimension (incl. linking with EU Rls and BSR
clusters) integrated into their research strategies.
Implementaionofthed k\ m\ gg g g\ ] n° -reldated meagutes.i on \i _ @NAMD
Capacity building of the policy makers and staff of various ESIF agencies that are not aware on the
possibilities/needs of creating the synergies between ESIF and Horizon 2020, remadtargland
gd r oc” nti mbd n \'n \ mdnf ajm °_pkgd~\odji | a
1 Creating an EU level benchmark on Horizon2020 and the synergies, or a similar EU level benchmark,

as an additional trigger.

= =4

2. Lack of motivation and skills at the individual level (researc hers). The career system of
Lithuanian researchers does not support orientation towards results or international projects (researchers
are mostly evaluated for papers and teaching hours). Also, most scientists have too much administrative
work and high teahing loads:

1 Promoting science entrepreneurship, e.g. researéfsarstracts should be adjusted to provide time to
work with the business community and Horizon 2020.
1 A similar change should occur at institutional level (incl. IPR policies).

3. Weak links with European networks . Lithuania is a small country and its companies are not well
known in Europe. This reason creates a difficulty to find a consortium partners. Most of the already
formed European consortia are not willing to open up to new partners:

i To reinforce existing sciendadustry partnerships and their linkages with EU counterparts
establishing framework for wider national participation in new types of EU level RTD collaboration.

1 Extend awd strengthen measures like Inno@nect to fund variousnetworks and continue funding
researchergmobility.

4. Horizon 2020 projects are less attractive for private enterprises because they are perceived as
very risky (low success rate), having high administrative load and being far away from the market:

1 Strengthen national framework for proactive position of Lithuanian entities in project preparatory
activities through dedicated project assistance and partner search grant scheme available for both
public and private R&D (currently financial assistanceniainly available for PROs only).

1 Different routes in providing ESIF funding for business R&D:

0 Strengthen capacity building and fund many smaller R&D projectsqmitentiaP and tew?
innovators
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0 Less but large scale projects of mature innovators linkedjmnt initiative® ' dingultapeous
funding for selected Horizon 2020 projectalsoproviding ESIF funding for the nearly selected
projects (not just PRQbut all types of applicants).
At the EU level the administration rules of Horizon 2020 needsb reviewed €.g. the rule on
calculating hourly rates according to usual accounting practice based on actual personnel(sests
Chapter 4) reduces the motivation to participate in those countries where salaries are lower).
Better awareness raising andisibility of good practices (related to SMBprojects leading to
commercialisation of products) is advised overcome\ _j hdi \'i o k™ m~  kodj i oc\
FP7/Horizon 2020 projects take very long and projects themselves take much longer than lid wou
o\f> da \ ~jhk\Vit dhkg h ion \i dio mi\g kmje ~o»
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ABBREVIATIONS

ATPP High technology development programme

BONUS Joint Baltic Sea Research and Development Programme
BSR Baltic Sea Region

CP Cohesion Policy

CPVA Central Project Management Agency

EC European Commission

ESFRI European Strategy Forum for Research Infrastructures
ERIC European Research Infrastructure Consortium

ESIF European Structural and Investment Funds

ERDF European Regional Development Fund

ESFA European Social Funiigency

ETC European Territorial Cooperation, formerly the INTERREG Community Initiative
EU European Union

EUSBSR European Union Strategy for Baltic Sea Region

EU-27 European Union including 27 Member States

FDI Foreign Direct Investments

FP6 6™ Framework Programme

FP7 7th Framework Programme

GDP Gross Domestic Product

HEI Higher education institutions

ICP Intracranial Pressure

ICT Information and Communication Technologies

IPR Intellectual Property Rights

IPTS Institute for Prospectiv&echnological Studies

JSC Joint Stock Company

KET Key Enabling Technology

LVPA Lithuanian Business Support Agency

LIC Lithuanian Innovation Centre

LRS Seimas of the Republic of Lithuania

LMT Lithuanian Research Council

MITA Agency for InnovationTechnology and Science
MOSTA Research and higher education monitoring and analysis centre
MS Member State

NCP National Contact Points

OoP Operational Programme

PBPP Industrial biotechnology development programme

PCP Pre-commercial procurement

PRO Public Research Organisations

R&D Research and development
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RI
R&l
RTD
SCM
SF
SFMIS
SME
S&T
0 GG
el
Valley
VAT
VC

Researchinfrastructures

Research and innovation

Research and Technological Development

Social sciences and humanities

Structural Funds

Structural Funds Management  Information System
Small and Medium Sized Enterprise

Science and Technology

Ministry of Education and Science

Ministry of Economy

Integrated centre of studies, science and business
Value added tax

Venture Capital
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ANNEX1. LIST OF INTERVIEWS

\[o} T CIYEWEES in?::\?i:\fv Place
1. Dr. Linas Eriksonas, manager of the Plastics cluster, FP7/Horizon 2020 consul{ 23-01-2015 | Vilnius
2. Dr<mii\n =" médinf\n' C'\ _ja dio mi)\| 13-02-2015 | Vilnius
3. Prof.drBdi o\ m\n Q\gp®dn' _dm ~o0oj m' > i d19-02-2015 | Vilnius
4, Dr. Rolandas Urbonas, deputy director, Lithuanian Energy Institute 23-02-2015 | Vilnius
5. Edvardas Satkauskas, Lithuania Officed m> *oj m' EN> ©° Qd o o| 23-02-2015 | Vilnius
6. <nnj”") Kmja) G ji\n =\g\O gqgdydpn" 25-02-2015 | Vilnius
Department Of Research Affairs
7. ?m) M i\ g,PhNncipal\Reseafchen, Kaunas University of Technology pr| 28-02-2015 | Vilnius
K. Barsauskas Ultrasound Research Institute
8. Mjf\n =\b_u qdydpn' kmje 2o ~jjm_di]|27-02-2015 | Vilnius
9. ?m) <dnoWl Qdgf\ ilntematibnal®ldgram@es\Unit j a GH| 17-03-2015 | Vilnius
10. [M\ hpi W Mp_jfd iwWw C\_ ja OHH N~d i|17-03-2015 | Vilnius
11. |[IDbi\'n K\ pf Ootn' 2?2 kpot ?2dm ~oj m' Km|17-03-2015 | Vilnius
12. |[Kmj a) c\]dg) _ mbDiredibcbfrhe nstitute @ Mdtepiads Sqehdgd | 10-04-2015 | Vilnius

Kaunas University of Technology
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ANNEX3. ESIFFUNDING FORR&| RELATED MEASURES

Table 3.1. ESIF funds, 2007-2015

Category

Measure name

Funding,

Amount
paid, O g

No.
funded
projects

Success
rate *

Research funding Support of scientists and researchers mobility and studen| 6.7m | C83.7m 11 100%
(PROs) scientific work
Improvement of the Qualifications and Competencies of | 1.2m | 19.9m 6 100%
Scientists and Researchers (scientifiatabases, e
documents)
Development of the High Level Research Centres and 8.6m 8.6m 5 100%
R&D infrastructure Comp_etence Ct_entres — —] = =
Creation of National Open Source Scientific Communicat{ Q9m 9m 1 100%
Centre
Creation of Infrastructure, aimedt the Improvement and Ol.1m al.1m 1 100%
Dissemination of Knowledge about R&D, Technologies af
Innovation
Research funding Promotion of high quality international research &13.8m | G12.9m 30 | 100%
(PROs)
Research funding Implementation of nationatesearch programs and other Or.2m (6.2m 13 93%
(PROs) research and technological development projects
R&D i Strengthening of the General Science and Studies CBo7m | Ce32.6 33 92%
infrastructure ;
infrastructure m
Research funding Implementation of R&Dactivities under national complex | 010.2m ®.2m 19 76%
(PROs) programme thematic topics
Innovation promotion | Inogeb LT2 85.1m | @0.9m 10 71%
services
Knowledge transfer, Strengthening of R&D thematic networks and association]  G10m ®.1m 41 67%
networks
Innovation promotion | Inogeb LT3 ®3m| &.7m 4 67%
services
Knowledge transfer, Ino-vouchers LT @B.5m &@.3m 815 58%
networks
Researchers State Support for Employment of skilled personnel in O 9¥4m @0.7m 4 57%
placements companies
Innovation promotion | Inogeb LT1 &6.4m| .2m 14 52%
services
Direct funding for Intellect LT G60.3m | &42.5m 261 51%
business R&D Intellect LT + CI~39.8m O§6.8m 132 42%
Idea LT 4.3m 33.8m 178 37%
Knowledge transfer, Inocluster LT CB.6m .2m 19 35%
networks InoclusterLT+ A18.9m .7m 13 30%
Research funding Support to the scientific work of scientists and other B3.2m | @9.2m 106 30%
(PROs) researchers (Global Grant)
Technology upgrading | Leader LT &7m G2m 91 25%

Source: Lithuani&U Structural assistance webpabép://www.esparama.lt/patvirtintepriemones

NB: Marked in grey are the measures potentially facing problems with absorption.

* The term Gsuccess rate shows share of applications which wersuccessful (eceived ESIFunding). Lower) success
rates point to higlier)demand for ESIF instrumentand vice versa.
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Table 3.2. ESIF

Classification

funds transferred to the beneficiaries in 2013 (annual funding figures)

W EESES

R&I FUNDING
Target group - business companies. Managing agencies: LVPA, MITA

Innovatiorfriendly |  Innovation support services and investments into institutional/absorptive capag ~ 14.08 7.70%
environment (Inogeb LT 13),
1 Assistant2 (construction of technology and aiicubators)
Knowledge transfer| § Inocluster LT/ LT+, R&D thematic networks and associations 5.92 3.24%
and cluster 1 Innovation vouchers.
cooperation
R&D in firms 1 Idea LT, Intellect LT, LT+ 15.21 8.31%
INDIRECT INNOVATION FUNDING
Target group - business companies. Managing agencies: LVPA, INVEGA

Creation and 1 Leader LT (production technology acquisition/upgrade in firms); 54.70 29.9%
growth of 1 Process LT (organisational innovations);
enterprises 1 Invest LT; Invest LT+, Invest-2T Assistart3 (FDlattraction measures and

development of industrial parks);

1 Controlling fund, Compensation of SMEsedit interests, and Guarantees fund.
RESEARCH FUNDING
Target group - HEIs and PROs and their researchers. Managing agencies: LMT, CPVA, ESFA, MITA

R&D Infrastructure | 9 Economy Growth OP, Priority 1, investments into the development and upgrad  50.63 27.68%

research infrastructures in the science, studies and busirwatieys
Human Resources |  dGlobalgrant, research mobility and other measures under the HR Developme| 42.40 23.07%
for research OP, Priority 3, including the funding for R&D governance and policy analysis,

thematic networks etc.

Total | y ®82.94 | 100%

Nj pm~ ™ 5

TVn _ juwwKdpgamak\ doW #-+, 0%
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ANNEX4. DATA ONLITHUANIAN PARTICIPAON IN FP7/HORIZON
2020

According to European Commissidata, by October, 2014, the numbeaf Lithuanian applicants for FP7
reached2058 (MITA, 2015)419 Lithuanian participants have signed 320 projects with a success rate of
20% (EU28 average 21.8%). These projects received 55.11 m euro contribution from EU. 28 projects were
ANpjgm_diVoT _ ]t Gdocp\lid\i k\ mo d” d k &ctivilynhs inergabeld buind i b
the success rate decreased. During FP6 1335 Lithuanian applicants signed 354 projects (success rate 22.2%).
Also Lithuanian participants in FP7 received more funding from EC and coordinated more projects than in FP6
(see Bble 4.1). While comparing FP6 and FP7 results it should be noted thatstructure of framework
programmes and their goals differ. For example, FP6 included special instruments aiming at involvement
and better integration ofthe new EUMember States Under FPZLithuania competes equally with other EU
countries.

The majority of Lithuanian participants in FP7 project are public R&D institutions. 88 SMEs are participating in
FP7 projects with their contribution from EU &#17.56 m (32% of all EU contribution for ithuanian
participants).Among all organisations, SMEs are second to universities by 8fare of received EU funds.
SMEs activity has increased significantly comparing to FP6. In FP6 31 SMEs projects re@@i¥8dm
(11.7% of total EU contribution fokithuanian participants).

The top foreign collaborative links of Lithuanian participants has not changed and is the same both in FP6
and FP7. It is United Kingdom, Germany, Italy, France and Spain.

Table 4.1. Comparison of FP7 and FP6.

FP7 FP6
Number ofparticipants 419 354
Number of applications 2058 1335
Applications success rate 20% 22.2%
Number of projects 320 275
Ojolg @ ~jiomd]podji" O h 55.11 26.9
@P ~jiomd] podji k> m k\ mod~"d 131.5 76
Number of coordinated projects 28 21
@P ~jiomd]podji di ~jjm_di\ 55.11 6,9
SME participants, % of total EU contribution 32% 11.7%
Top collaborative links 1. UK- United Kingdom (539 1. UK
2. DE- Germany (511) 2. Germany
3. IT- Italy (419) 3.ltaly
4. FR- France (386) 4.France
5. ES Spain (364 5.Spain

Source: European Commission, 2014 and MITA, 2015.

Overall, compared to other EU countries Lithuania participation in FP7 looks weak. Lithuanid' iby24
number of participants who signed contracts and"2By budget share of EC contribution. Compared with the
Baltic States Lithuania outscores Latvia by intensity of finance and participants activity not in the
indicator of success rateHowever Lithuania is behind Estonia for all indicators.

Table 4.2. Lithuania *s, Latvia's and Estonia's performance in FP7

Country LT LV EE
Number of participants 419 326 540
Applications success rate 20% 21.6% 20.6%
Ojo\lg @P "ji omg 55.11 48.19 88.64
EU contribution per project participant 131.5 147.8 164,1
ocjpn\i O
Total number of SME patrticipants, tota| 88 SMEsreceiving |/ 0 NH@n m™ » , 24 NH@n m" ~°
@> adi\i~rd\g "ji 0,2)01h m m

Source: EC data, July, 2014.
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While analysig fields where Lithuanian participants are most successful ICT, energy, health,
Nanotechnologies, Materials and new Production Technolagiesfood and biotechnology (see figure 3 and
4). It is expected that these themes will have a highest potential apérspective in Horizon 2020
programme.

Figure 4.1. Number of Lithuanian participants in FP7 Figure 4.2, EC contribution to Lithuanian

projects by thematic fields participants in FP7 projects by thematic fields
Marie-Curie Actions I 73 Research for the benefit of SwiFs I 7
Information and Communication
; |
Research for the benefit of SMEs I 63 Technologies 7.4
Information and Communication
" I 28 Energy NI 7
Technologies
Nanosciences, Nanote.chnolog\es, M_ater\als I s Research Potential I o
and new Production Technologies
Transport (including Aeronautics) N 25 Health [N 47
£ _ 2 Nanosciences, Nanotechnologies, Materials _ 57
nergy and new Production Technologies ’
Food, Agriculture, and Biotechnology [N 24 Science in Society [N ¢
Health [N 22 Research Infrastructures [N 2.2
Science in Society N 20 Environment (including Climate Change) [N 2,1
Research Infrastructures [N 19 Transport (including Aeronautics) [N 1,9
Nuclear Fission and Radiation Protection [N 17 security [N 17
Environment (including Climate Change) I 17 Nuclear Fission and Radiation Protection [ 1.4
Security [N 13 Food, Agriculture, and Biotechnology [ 1,3
Socio-economic sciences and Humanities [ 11 Socio-economic sciences and Humanities [ 1,1
Space [N 9 Marie-Curie Actions [l 0,8

Research Potential [l 5 space M 0,5

Regions of Knowledge Wl 5 Joint initiatives [l 0,4

Joint initiatives | 2 Regions of Knowledge [l 0,4

Coherent development of research policies I 2 International collaboration | 0,1

International collaboration I 1 Coherent development of research policies | 0,1

Source: MITA data October, 2013.

Lithuania Smart Specialisation strategy prioritiédmost match Horizon 2020 challenges (see tablé.3).
Smart specialisation strategy could enable more strategic use of Horizon 2020 opportunities to support
Lithuanian key economic priorities, by improvithg engagement and supporting key sectors of economy and
research fields.

Table 4.3. Lithuania s smart specialisation priorities and societal challenges addressed by
Horizon 2020

Horizon 2020 priorities LT smart specialisation priorities
Health,demographic change and Priority areadHealth technologies and biotechnoldgy
wellbeing 9 Molecular technologies for medicine and biopharmacy.

1 Intelligent applied technologies for personal and public health.
1 Advanced medical engineering for early diagnostesl treatment.

Food security, sustainable Priority areatAgroinnovation and food technologkes
agriculture and forestry, marine |  Safer food.
and maritime and inland water 1 Functional food.

research, and the Bioeconomy | q |nnovative development, improvement and processing of bioresources (biorefinery).

Secure, clean and efficient Priority areadEnergy and sustainable environmént

energy 1 Smart systems for generators, grids and users energy efficiency, diagnosisjtoring,
accounting and management.

1 Energy and fuel production from biomass or waste, storage and disposal of waste.
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Horizon 2020 priorities

LT smart specialisation priorities
1 Solar energy equipment and their use for power, heat and cool production.

Smart, green and integrated
transport

Priority areadTranspot, logistics and ICT
1 Intelligent transport systems and ICT.

1 Models/technologies for management of the international transport corridors and integratio

different types of transport.

Climate action, environment,
resource efficiency and raw
materials

Priority areadEnergy and sustainable environmént

1 Smart low energy buildings development and maintenance technolodigital construction.

Europe in a changing world
inclusive, innovative and
reflective societies

Priority areadnclusive and creativeociety:
1 Modern learning technologies and processes.
1 Technologies and processes for breakthrough innovations.

Secure societies protecting
freedom and security of Europe
and its citizens

Priority areadNew processes, materials and technologfes industry:

1 Photonic and laser technologies.

1 Functional materials and coatings.

1 Construction and composite materials.

1 Flexible technological systems for product design and manufacturing.

Priority areadlransport, logistics and 1€T

1 Technologies for dealoping advanced-€ontent and information interoperability.
1 Solutions and services for ICT infrastructure and cloud computing.

Njpmhr 5 K\gdjflidoW #-+,08%
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