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PROSPECTS FOR COOPERATION IN SCIENCE AND TECHNOLOGY
WITH THE NEW INDEPENDENT STATES (NIS)

SUMMARY

The EU intends to intensify its efforts on International Cooperation in S&T with the NIS
for mutual benefit and with objectives generated by the spirit of the Agreements on
Partnership and Cooperation.

After six years of economic decline, the RTD sector as a long-term pacemaker for social
and economic development must be encouraged to re-emerge with a ‘more efficient
structure and faster than the general transformation process has allowed until now. S&T
cooperation with the NIS will therefore aim - :

- 10 reorient scientists towards research on private and public needs

- to replace outdated structures and promote rationalization

- to cultivate the industrial prospects and assure sustainable development
- to identify partners for cooperation on the newly emerging markets and
- to support conversion of science towards civil purposes.

The immediate action in the first phase aimed at giving support to a wide range of
researchers in relatively small projects. They remained, in general, academic. The funds
available for this area under the 4th Framework Programme (FP) have been cut in half
since 1994. The remaining resources will have to be more and better focused. Pnonty
will be given to research.projects which indicate that they will lead to results in
industry or in the public domain in the near future. In order to enhance the application
and quality of projects, more active support will be provided but for fewer and more
relevant projects, with a view to creating nuclei of a renewed RTD culture. Following
the completion of the pilot phase of INTAS, a new approach will be developed. Despite
the red}t:ced resources, the EU will spend a limited share on excellent fundamental
research. ‘

To improve project quality, a variety of support measures are envisaged, allocating to
them a higher share of the funds in the future:

* improvement of the general information and partner ﬁndmg system,
strengﬂlemng of the preparatory phase of projects,

* defining project selection criteria more precisely, and

* measures contributing to the stabilization of the legal, economic and policy
condmons for RTD

Further activities and pnonry-setnng will be based on a dialogue with the NIS, and on
a Technology Assessment and Monitoring Network. .

Furthermore, coherence and the active cooperation of TACIS and of the Member States
will be sought

N
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PROSPECTS FOR COOPERATION IN SCIENCE AND TECHNOLOGY
WITH THE NEW [INDEPENDENT STATES (NIS) B

1 Imroducnon

International cooperation in S&T with the NIS of the former Soviet Union (fSU) is
taking place in a demanding environment as the transformation of the science sector is
embedded in the overall process of political reform. The process of economic reform and -
democratization has proved quite difficult and the future development remains
unforeseeable. Massive social problems have emerged and recently military conflict has
occurred.

‘The exposure of the formerly protected economy to global market forces has led to the
collapse of uncompetitive industries and consequently, to a continuous contraction of
the GDP, for six years running. With doubts about the present legal situation as well
as the polmcal future, Western industries remain hesitant to pursue further i investment
(see 6.). At present, there are only a few sectoral signs of recovery while major parts
of society suffer economic and social decline. Under these conditions, the RTD sector
must find 1ts funct1on as a new pacemaker for economic and social development

After the first expenences of R&D cooperation with the NIS, it seems ‘appropriate to
rethink the goals and initiatives and strive for better coordination of the available
means. The objective of the Communication is to launch a debate on these aims, in
particular with the Council and the EP.

2. Ob_]ectxves of the Community’s cooperauon with NIS .

It is the task of the individual NIS Governments to conduct the complex process of
transformation. However, through international cooperation, the EU can make a -
significant contribution to this process. Following the Partnershlp and Cooperation
Agreements (PCA), see Annex I, 1), cooperation activities undertaken in the region
should contribute to stability and promote the process of peaceful integration into the
global economy after the previous isolation. Any activity promoted will have to serve
the mutual interest of the EU and the NIS. The financial support granted by the -
Community on S&T cooperation projects, may not have an incidence mcompanble with
the appllcable rules of compenuon

At present-the RTD sector is still severely inhibited by the structures of the past and the -

major cuts in S&T resources (for an analysis of the present situation, see Annex I). The
precarious economic conditions require much faster reform than the general
transformation process has allowed until now. RTD rnust re-emerge with a flexible and
more efficient structure, which can be sustained out of the NIS’s own economic
resources. EU' mternatxonal cooperanon in S&T, should therefore aim: -

- 1o reorient scientists towards research on subjects. correspondmg to pnvate and
. public needs
-'to replace outdated structures and promote rationalization -
- to cultivate the industrial prospects and assure a sustamable development
- to identify partners for cooperation on the newly emerging markets and
-to snpport conversion of science towards civil purposes.
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Main instrument of the EU to support and encourage the process of reform is the
Technical . Assistance Programme for the CIS (TACIS) with an annual budget of
approximately 500 MECU. But also in S&T a wide array of different actions and
programmes were set up to support the process. In particular the 4th RTD FP includes
in its international cooperation (INCO) programme provisions dedicated to cooperation
activities. The areas mentioned in the INCO workprogramme are: environmental
protection and preservation of natural balances, health, advanced communications and
telematics, information technologies, materials and production technologies,
biotechnology, and transport. Furthermore, the possibility of a project by project
. participation in other specific programmes, is provided ( for more details on different
EU actions see Annex I.1 and 2, and for a more detailed overview on achievements see
COM (94)420 final).

The average annually available funds in the 4th RTD FP for "cooperation with the
Countries of Central and Eastern Europe and the New Independent States of fSU" (a
total of 248.5 MECU for the period 1995-1998), however, have been reduced and
amount to half, compared to the 120.1 MECU allocated for one year in 1994.

3. Stimulating nuclei of a new RTD culture

The general identification of priorities in the transformation of S&T in the NIS has
remained controversial despite many individual and spontaneous efforts of different
national and international bodies’. In the first phase the European Community
considered important that the international cooperation contributes to keep up
enthusiasm for science and to mobilize researchers to get acquainted with competitive
procedures. As a result available resources were split between many small projects. .
International support often bypassed existing structures. The ' beneficiaries were
individual scientists in non-formalized cooperation frameworks. The strategy of the EU
was not to interfere with research institutions and yet to give a wide chance for
adaptation of scientists who were eager and competent. A first broad selection process
of internationally funded projects was initiated. During this phase S&T cooperation
remained essentially academic and showed little industrial involvement.

Based on the past experience and given the continuing urgency of the economic
situation, the next phase should bolster up the process of transformation and contain
more relevant structure building effects. NIS governments, in principle, are aiming for
such transitions, even though social hardship often impedes implementation politically.
International support should therefore use resources to encourage new tendencies and
set examples of promising scientific performance. The EU as the most important trading
partner has the a common responsibility to the NIS neighbours. In the following the
Commission launches some ideas on how to implement a second phase of S&T
international cooperation with NIS.

- 3.1.Reduced number of projects with better support - ‘
The new strategy should promote the creation of nuclei of a revitalised RTD culture.

Resources should be concentrated on fewer and more relevant projects. Not only the
selected projects themselves but also their environment should indicate a responsiveness

! OECD estimates that 'no less than 40 000 groups of experts’ are supposed to contribute to setting S&T

priorities and evaluating institutes. see: OECD, Science, Technology and Innovation Policies, Federation of Russia,
Volume I, Paris 1994, p.36 ‘ . '



to the general process of transformation. To improve project quality in terms of

achieving better application, active support will be needed A variety of support
measures are: enwsaged

. * improveément of the general mformauon and parmar ﬁndmg system,
* strengthening of the preparatory phase of projects,
* defining project selection criteria more precisely, and

* measures contributing to the stabilization of the legal, economlc and pohcy o

condmons for RTD .

3.2. Integt_‘gtmg INTAS (summary of Annex II) .
INTAS was set up for a pilot phase in order to provide urgently a flexible, efficient tool

- capable of attractlng resources in addition to those provided by the Community and to .. |

ensure formal participation of the Member States in an action conducted outside the FP.

It took the form of a private Association under Belgian law. The pilot phase has been = "

extended until 31 December 1995. The current members are the Member States of the
' European ‘Union, Norway, Switzerland and the Community- itself.

INTAS in its current form has failed to attain the objéectives set when it was set up.

Independent audits have shown that it takes particularly long to conclude contracts,. .
that the costs of this structure are high and that the procedure for evaluation of projects
submitted to INTAS is not always transparent. Moreover, the unpredictability of the -

- changes in Eastern Europe made it impossible to include this action in the 3rd FP, P

although this problem has been overcome in the 4th FP.

In the hght of the foregoing, the. Commission considers that the cooperatxon w1th the
NIS in the field of science and technology must continue but must be targeted more -
closely on the real priorities. The preparatory action outside the FP has shown that
conditions were not met for the.creation of a separate structure (art.130n of the EC -
Treaty). To make this action more effective, it will therefore bé continued but brought

within the normal regulatory framework for implementation of the research.
programmes while retammg the spec1ﬁc features of INTAS descnbed in detall in Annex-

3.3 Cooperation with TACIS and coordination with Member States ~

In order to make best use of the seriously reduced funds the R&D activities should seek
. coherence with and the active cooperation of TACIS. General support activities such as
setting up information systems, giving assistance in the preparatory phase of projects,
legal and managerial advice within a more systematic structure, should be closely linked
to activities undertaken by TACIS. S&T cooperanon in turn should respond to and -
support TACIS pro_;ects .

There is an 1nformatlon deficit concerning the various activities Member States are

- . conducting individually in the area of S&T cooperation with NIS. To improve the -

mutual knowledge in order to increase synergy and coordination, the Commission has

alread y started to launch studies on the actions initiated by the individual Member

States®. These types of studies will be continued and extended, making use of the rich

- material which also exists within other orgamzatlons such as the OECD World Bank,
UNCTAD and GA'I'I‘/WT 0. o :

% European Commission, Science ,Research, Development Cooperanon in Science and Research with Central
and Eastern Europe, Brussels 1994 .



3.4. . Flexible project structure for infrastructure. buxldlng
No d;rect institutional support will be provided from S&T cooperation funds. The task

to overcome the Jack of infrastructure and the necessity to build up or renew the long-
term structures is the task of the NIS governments. The international cooperation in
S&T will support their endeavour by project funding. TACIS, as the technical assistance
programme could also be able to support these ventures by institutional support. In
‘principle, the present political and legal situation gives preference to project funding.
Work has to be devoted to find better and more sustainable legal solutions for the
investment in scientific infrastructure.

3.5. Regional diversification
Decentralization and regionalization of RTD capacity must be strengthened. In general,

regions with high S&T density have better chances to renovate their science structure
through their own potential. Peripheral research centres without further connections are
more at risk of collapse but they are also crucial for local development. Governed by the
overall selection criterion of excellence, regional relevance must be given particular
attention. .

A major problem are the former isolated ’science cities’, urban mono-structures
supported by the central administration, mainly the Ministry of Defence. It must be
borne in mind that military research will continue in many of thése cities and their
transformation into normal cities is not an explicit objective of the governments
concerned. The ISTC is active in the field of conversion by supporting civil projects
within former science cities. The general idea to transform those 'secret cities’ which
have been opened into 'Technopoles’ is regarded with some scepticism. Possibly the
market structures in the NIS are too weak to prowde a self-sustained foundation. A
more appropriate attempt for the transformation into "normal" towns might be through
the general diversificationvof the occupational structure. The response to' regional
market needs may turn out to create better chances than a technology-led top-down
transformation.

3.6. _Thematic priorities
General priorities for RTD cooperation have been identified in the past. In particular,

research projects in the field of the environment are of interest, e.g. for regions such as
the Black Sea, the Lake Aral, the Baikal etc. Cooperation in Chernobyl and other areas
on the effects of nuclear contamination and on riuclear safety will continue. The NIS
- may also contribute important results for global change research, because of access to
the Arctic climate zone, of the availability of space technology and also because of the
vast territorial extension.

The 'section dealing with NIS in the work programme of the Specxﬁc Programme on
. ’Cooperation with third Countries and international orgamzanons gives an overview of
the most important areas for RTD cooperation. The interest in these areas is due to the
particular attention paid by the EU to cooperation on those subjects where the NIS need
to build infrastructure, to modernize their industries, to improve the low standard of
living or to tackle other major problems of NIS societies. Subjects are based on mutual
interest and they bear a promising potential for development. They partly refer to other
policies, in particular to the development of the global information society, and to
transport, industrial technologies and in the sector of energy generanon, to processing
and transportation.

Nuclear technology and space technology were the most advanced and 'pres‘tigious
technology complexes in the past. Both were related to military purposes and both have
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the potential for peaceful applications. Their position in the future society, however,

- and in particular their economic base and environmental sustainability have to be
carefully considered. The investments in the past were immense but the installations are

rapidly deteriorating. Without a long-term vision for future use and financial backing

- both complexes will face a problematic future. This may result in a loss for space .

technology and for-the world’s RTD community in general. For the nuclear sector tlus' _

may lead to an unsafe development.

" Economics, financial studies, social sciences, market-oriented legal research, business . .

and’ administration are subjects which were lacking in former times or which were
rather weak. Whereas economic and financial studies as well as training are offered by
TACIS/ACE, the World Bank and many private universities, there is still a lack of social
sciences. In particular capacity to monitor the development and to give realistic
feedback on the direction of the development (Technology Assessment) are necessary
A Monitoring Network (5.3.) could help to estabhsh these functions.

4. Impmvmg prOJect quality and application -

Under the present conditions projects of relevance are those which lead erther to an
industrial apphcanon or to the creation of reahsnc problem solving capacity in the near
future. :

From the point of view of EU industries, it appeared difficult to identify high tech -
products with a market potential and it was found even more difficult to apply Western
production systems to them®. Better preparation of industrial RTD projects will
contribute more for the future than extensive funding of non-targeted projects. It is,
necessary to better select and prepare projects for future industrial apphcanon

Application of research results should also be considered when targeting research
proposals in the public domain. The reduced resources will influence the selection of
. proposals for EU funding on the basis of their usefulness to improve the situation.

4.1. Support for project generatlon .

Open calls for proposals as they are used in RTD spec1ﬁc programmes might not always
be the most appropriate means for generating good proposals. A closer "dialogue with
the authorities of the NIS', with experts from NIS and the Member States should be
developed as a useful tool, in the way that the 'Round Tables on industrial co-operation’ -
function. The task of this ’dialogue with NIS authorities’ shouilld be to identify and
negotiate relevant chorces for industrial pI‘OjeCtS or for’ projects in the pubhc domain.

- The preparatory phase of projects, in general, must be improved. Joint workshops in
selected areas should be used to create networks whenever the level of the envisaged
projects still seems too academic. COST projects should be opened to NIS for better
cooperation in networks. Out of these networks future projects may be generated. A
share of the budget in the forthcoming initiatives will include funds for workshops and
networks which serve in partlcular the preparanon of applied projects. - :

4.2. Ap_phcanon as one of the selection criteria

In order to select industrial research projects with a reahstlc chance of application, more
targeted selection criteria should be introduced besides the usual critenia of excellence.

® IRDAC opinion on Scientific & Technological Cooperation with Central EastemvEurope

5



In the present situation those projects which are close to industrial production should
be favoured. Project partners, therefore, should give evidence that the proposed project
is relevant and has an industrial partner in the consortium.

Moreover, proposals for cooperative research projects in general will have to include a
feasibility assessment. It should be carried out by the proposing partners as a
precondition for submission of a proposal. It will describe the foreseen application and
it must include a cooperation partner committed to using the results of the project. The
partner committed to application of the results of projects in the public domain may be,
e.g., an agency, such as an environmental organization, or a regional administration.
For industrial projects this might be newly established SMEs in NIS, or an interested EU

4.3. Conversion and international technology cooperation :
Advanced technologies from the former industrial-military complex will have to be

transferred for new civil production applications. However, the NIS markets seem not
yet prepared for high standard products made in NIS. The condition that an industrial
partner committed to application of the results must be found may prove difficult at
present in the NIS. Conversion under these conditions becomes extremely difficult.

The ISTC is giving scientists the chance to work on such projects. ISTC projects are
funded by the United States, the EU (via TACIS)* and Japan. Scientists and engineers
are supported to work on nuclear reactor safety, management of radioactive waste,
aerospace, development of new materials, vaccines and other medical technologies, and
tools addressing a variety of environmental problems. The projects launched in the first
year of operation of the ISTC sponsor more than 8200 scientists and engineers who
previously worked in weapons mass destruction and missile technologies. The question
is how to make parts of these projects yield results with practical applications in
industri,r1 and in the public domain, while continuing also the support of fundamental
researc

For the conversion of some of the military high-tech research capacities it may be more
promising to cooperate with EU firms to develop technical equipment for Western
production and for the EU markets than to start civil production for the Russian market.
The general concept of setting up joint RTD ventures on the basis of using NIS research
facilities to design products for EU markets, has to be carefully investigated. In the
present situation this type of cooperation may create the most benefits for both sides.
It can help qualified laboratories and institutes to adapt to R&D under market
conditions. The cautious attitude of military research centres to enter into such
cooperation with Western firms for non-military purposes (e.g. laser technology in
medical equipments) would have tc be overcome. Legal implications have to be
examined and intellectual property rights need to be safeguarded.

The path to conversion with western firms and their actual industrial application may
be long. Nevertheless, open cooperation with EU partners would make a major
contribution to this process. ’ The dialogue with the NIS authorities’, preparatory
workshops and networks to develop a common strategy and feasibility assessments
should prepare the difficult task.

*  Finland and Sweden contributed individually



' 5. Encouraging a more resourceful S&T environment

Not only the prOJects themselves need better preparation. Constructive support is
. needed for the entire environment in which useful and stable projects could be created.
Single elemenits can be contributed through TACIS or certain accompanying measures
within INCO. The lack of general mfrastructure must be tackled by the nanonal
, authonnes

51 Im Qrovement of information S
A major difficulty is the lack of access to information on science and the state of the art

in technological development. This involves the information on the overall system of
_monitoring developments as well as the practical partner-finding systems. Apart from
economic statistics and indicators there is no appropriate system and the information
available has not yet reached a useful level. The patchy information on the situation
creates major problems. Information on the central cities such as Moscow and St.

Petersburg has been built up in: the ‘past years of cooperation. Information is also
available on regions such as Novosibirsk, Jekaterinenburg, Rostov and on model
- developments like Nizhni Novgorod However, on other reglons of Russia and on the
other NIS, information is rather superﬁc1al

Many attempts to evaluate and to assess the existing capacities have been undertaken
‘by different organizations and consultants. A useful-overview on the situation, however,
a register-or data. bank of existing institutions and their current capacities and their
potential is not available at present and should be developed. - Also scientific
communication networks should be encouraged to serve the improvement of
mformanon systems.

-
-

Improved 1nformat10n services are v1tal for research centres whose former hnks suffer,
from the break-up of the fSU. Finding partners for thé joint research proposals is
already difficult under more transparent conditions. Partner search, however, within an
underdeveloped information system diminishes even further the general chances of
success for cooperation. Additional support must be given to help potential partners in
the NIS, in the EU Member States, associated States and also in CEE countries to find
suitable collaborators. Not the quantity of research network achieved but the quality
- should count. Model instruments for the improvement of RTD cooperation exist in the
EU: the (former Value) Relay Centres. Similar instruments built up together with a
technology assessment and Monitoring Network for the NIS will increase prOJect quality
and contribute to long-term infrastructure. ‘ ‘

In addition, topic-oriented ’brokerage events’ involving interested industries and other
»orgamzatlons could be orgamzed in coordmanon w1th TACIS and Member States’
activities. - : py o

5.3. A Monitoring Network
The further development of priorities for the type of action ‘and orientation will be

accompanied by a *dialogue with the NIS authorities’. Locally existing information will
be made more accessible, coordinated and exploited. Information must be linked to
evaluation and monitoring studies: In the long run a Monitoring Network on a regional
basis should be encouraged to communicate across the different NIS. The focal points
* of the network will continuously work on the improvement of information (data bases),
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on the evaluation of the changes and monitoring of the RTD cooperation projects and
their local effects. At the same time they will serve for better mformatxon dissemination
and coordination between the regions and the NIS.

5.4. Legal condmons

Legal conditions are a major constraint. Industrial property rights, physical ownershlp
as well as intellectual property rights (patents) are causing problems in cooperation.
The RF established a new Patent Law modeled on the European Patent Organization
(APE). However, without an active enforcement and appropriate control mechanisms, -
private-sector mvolvement in joint research projects will remain limited. Partners in
international cooperauon need general security about commitments, duties and risks.
Initiatives require a stable legal background to refer to in cases ‘of dispute. Legal
treatment in the NIS, in many respects, is unpredictable. A joint task force or working
party could support the advancement on legal conditions.

5.5. Payment transfer '
Uncertainty relates also to taxation of payment transfers. The ISTC has achieved tax
exemption. Attempts to achieve the same for INTAS are under way. The taxation
appears to be higher if institutions are involved. This leads to attempts to bypass official
institutions and to grant research funds to single scientists. The possibilities of the
banking system must be included in the reflections. Joint talks and a working group
together with the representatives of governmental or non-governmental organizations
should address these financial problems.

i

6. Conditions for Foreign Direct Investment (FDI)

The general legal uncertainty is still the main hindrance to increased industrial
investment from the West. Research and industrial development are closely linked. The
structural change needed in the science sector is connected to the interest of private
investors to cooperate with NIS industries and their research centres and design offices.
Industry in the NIS must still get closer to the market needs. Cooperation programmes
in science and technology can only prepare the ground. S&T can give stimulation, but
without foreign investment to follow no constant innovation process will be initiated
with long-term prospects and with a sustainable economic impact.

The real economic changes are expected when more foreign investment enters ‘the
countries. In principle EU-based enterprises are interested, and more investment could
be possible. With an unclear legal situation and concerns about the general political

future the level of investment at present still stays comparatively low, despite the
attractive conditions of high technological know-how a huge market and low wages.

7. Operational conclusion: steps and instruments

The new orientation of mternanonal RTD cooperatlon with NIS, should concentrate on
the following elements:

1. Fewer and more relevant projects closer to application

2. Integrating INTAS



Preparation of actions, pro_}ects and ﬁndmg possible partners through dialogue
with NIS authorities’ and project preparation by funding networks

New requirement for proposal submission: to deliver a feasibility assessment and
'submit together with a partner committed to applica‘tion of the results '

Cooperation and coherence with TACIS and other EU programmes; coordmauon :
with Member State actions, with EBRD and with Worldbank

In general: higher share of the funds for supportmg measures 10 unprove quahty '
and application of projects:

* - Databank on relevant research instftutions, their scientific pfoﬁle,
evaluation results, ongoing projects etc.

Encouraging the development of a decentrallzed NIS Momtonng
Network

Partner-finding events, mformanon days etc. wuh interested
industries ‘

measures contributing towards the 1mprovement of legal and
econormc condmons for RDT
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1. meeWork of EU cooperation with NIS

Considering the need for stability and the substantial economic opportunities in the
future, it is in the EU’s interest to develop trade and investment relations throughout
the region within a legal framework. The Commission recently signed ’Agreements on
Cooperation and Partnership’ (ACP) with the RF, Ukraine, Kazakhstan and Kyrgystan.
With all other countries except Tajikistan ACPs are being negotiated or exploratory
discussions are under way. , _ »

The broadly formulated ACPs contains a specific article on RTD cooperation. Stating the
aim of access to their respective RTD programmes, the three main areas of cooperation
mentioned are: the exchange of scientific and technical information, joint RTD
initiatives, training activities and mobility. In mutual interest, the objective is to give
special atterition to redeploying scientists and researchers involved with mass
destruction weapons. Negotiations are foreseen to establish provisions for intellectual

property rights.
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The 4th RTD FP offers cooperation in S&T for NIS in Action 2 ’Cooperanon with Third
' Countries and International Organisation’, part A2: ’Cooperation with the Countries of
Central and Eastern Europe and the New [ndependent States of fSU’. Moreover both the
4th RTD FP and the EURATOM FP provide for participation of NIS partners on a project
by project basis in other Specific Programmes. In this respect a dlstmctxon is to be
drawn between partners from two groups of NIS: ‘

* from European NIS eligible to participate in all Specific Programmes of the FP
by virtue of Article 130j of the EC Treaty and

* from non-European NIS to participate in those Specific Programmes opened by
virtue of an ad hoc provision of the Specific Programme decision. - '

TACIS, the technical assistance programme for NIS launched in 1991 with an annual
budget of 500 MECU, provides know-how and technical equipment for a wide range of
public and private organizations. TACIS allocated 20 MECU for the International -
Science and Technology Centre Moscow (ISTC) which was set up as an international
organization together with Russia, the US and Japan. Its objective is.to employ
researchers from the military sector in civil projects. TACIS also funds ACE, the Action
for Cooperation in the field of Economics, and supports action concerning. the
application of science and technology to the market economy, as well as the retrammg
of scientists, teaching, education and professmnal attachment '

j2. Evolution of S&T cooperation with NIS

In the first phase, following the break-up of the fSU, the EU established a wide array
of S&T cooperation actions to support the process of transformation®. Cooperation in
nuclear fission safety (Chernobyl) and ITER, the controlled fusion project, had already
been previously established. The COPERNICUS action was set up for Central Europe;
researchers -from the NIS were associated in 1994. Support was provided for
participation in joint projects under five Specific Programmes of the 3rd FP. Founded
as a private association, INTAS was specifically set up to support the general RTD
- potential in NIS via joint projects.. THERMIE established cooperation in the energy
sector, TEMPUS in higher education. NIS participation in some COST actions extended
the joint European scientific networks. EUREKA accepted the RF as a member for
~ industrial cooperation. European research orgamzatxons such as CERN, ESO and the-
ESA, reinforced the ‘already existing relations in their specific scientific fields. In
. addition, individual Member States, other nanons, international organizations and non- -
governmental organizations have contributed in different fields to enhance the scientific
cooperation without much coordination.

3. Present conditions in the aften'nath of the SU in S&T - -

Science was prestigious in the fSU and the belief in the pawer of sc1enuﬁc~technolo
progress’: belonged to the communist rhetoric. Despite the quantity and the undou

quality of RTD activity, there were at the same time very clear deficiencies. The sc1ence :
organization pursued purposes other than scientific concepts which normally apply in
market economies and democracies. Science in the fSU had been committed to advance

® see in particular COM(94) 420 final: "Cooperation in Science and Technology between the European Union and
- the countries of Central and Eastern Europe on the one hand and the new independent States of the former Soviet

Union on the other’, and the brochure European Commission: Scientific and technological cooperation with Eastern.
. Europe, Brussels-Luxembourg 1994
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selected technoldgies mostly geared towards achieving military superiority and- to
demonstrating the supremacy of communism. As such it had been operating in the
beginning very successfully. It reached the climax with the launching of the sputnik.

In the eighties the fSU missed out on the dynamic development of the information and
communication technologies and their wide application in society. In the West
‘information’ advanced to become one of the key factors for technological development
(the ’information society’). Non-democratic societies, though, could not allow
uncontrolied individual communication. Thus, the structure of society turned out to be
the main barrier to exploitation of these new technological advances. Progress in
contemporary societies does not simply depend on the scientific steps forward but it
must assure the appropriate implementation and application in society. Neglecting this
aspect undoubtedly contributed to the final collapse of the economic system.

31 Heritage of the Past

The conditions of scientific development within the fSU were able to produce some
quite different and original scientific solutions which were not communicated to the
international scientific community. However, deficiencies which stem from the past
Soviet system prevail. They can be summarized as follows:

* a predominant military orientation of S&T and of the relevant industrial
production with a bias towards specific subjects such as nuclear physics, space
and laser technologies, plus mathematics;

* the isolation of most scientists from the world community, the secrecy of much
of their work, often carried out in secret cities, has led to limited skills in
languages used. by the international scientific community and to restricted
participation in international debates and networks;

* no private ownership, no industrial property rights and no individual patents;

* a centralistic structure with negative consequences for the regions: regional
imbalance, no connection with local problems, long distance in the innovation
processes between industrial production sites and related research centres;

* absence of effective links between education (universities) and research
(Academy of Sciences or research centres);

* a heavy bureaucracy, with hierarchical top-down style of organization which
contributed to the creeping degradation of ttie R&D system during the '80s, and
no cost efﬁciency or consciousness in the sector; ' '

* no market and little consumer orientation and no problem-solving capacity,
extreme supply-side alignment of a centrally planned economy;

* a lack of information and communication technology development for
application in industry and consumer goods;

* no recognition of environmental problems and a lack of energy-saving
technologies;

* no independent and critical discipline of economics, financial affairs, business
studies, management, etc.; ‘

«=
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"* no empirical social sciences research to follow and monitor the ongoing processes
in society, but ’scientific Marxism—Leninism’ as the ideological affirmation.

. The science sector, though strong, well developed and dominant in society, is facing important
changes. Cooperation with the EU can help to bring about 1mportant structural changes that
are called for to adapt to the new s1tuat10n

3.2, Size and Volume of the Science Sector

The science sector in terms of personnel compared to other industrialized countries was hrghly
oversized: after a steep drop the RSE’ per thousand labour force ( 12.9 in 1989, 11 4 in 1990)
was still 10:1 in 1991 compared e.g. with the 1991 EU average of 4.2.

Governments cut down the expenditure for science sharply, as the inherited science sector
could not contribute to improve the economic and social situation in the short term. From
around 3.5% of GDP spent on R&D by the end of the *80s, the share® still corresponded to
2.1% of GDP in 1990. Today, in the NIS it possibly counts for less than 0.5%, taken into
account that the GDP itself has shrunk by approximately 50%. In comparison the average EU
spendmg on S&T is 2% of GDP.

The dramatrc reduction of financial resources was introduced without proper planmng
Meanwhile the Russian Ministry of Science and Technology Policy suggested a priority
scheme. In view of the severe social consequences, it remains to be séen whether the plan will
generate reduced and more effective RTD structures. Institutes and organizations with 5000
‘and more staff are less creative in terms of workmg conditions and, like b1gger structures in
general tend to resist reform.

- Under present conditions the output from the science sector is insufficient. The operating
budget is spent largely on basic functions such as heating and electricity. In addition, staff
salaries are very low which affects motivation and often institutes are closed for days and
weeks to save on energy or premises are rented out to earn adc itional money.

33.. Understandmg Brain Drain ‘

_ The reduction of personnel in the oversized structures will have to continue. The question is
how to keep the best scientists on the one hand and how to stimulate chances for leaving
researchers to make use of their science background for the benefit of modernization of
industries. In this sense, the brain drain is necessary. The fear of the brain drain appeared as
the main argument in favour of fellowship programmes. However, fellowshrps also may
function as steppmg stones to prepare emrgratlon

No fellowshrps were awarded under the EU RDT cooperatron scheme with the NIS. Instead,
the EU considers that cooperative research projects - e.g. for SMEs to start with the
development of technological products - can better redirect the internal brain drain flow to
inferior jobs into fields of technical competence and industrial innovation. Nevertheless the
disapproval of the so-called 'internal brain dram is only slowly decreasmg The argument is
' driven by the former prestige of .scientists: a ’minor

\ . .
" Research Scientists and Engineers

6 corrected according to the OECD calculatlon see: OECD, Sclence Techno!ogy and Innovation Policies, Federation

_ .of Russia, Volume I, Pans 1994
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commercial job’ for a "better salary’ seemed unacceptable. With the pressure to reduce
the overall number of researchers, movements into private business can be considered
as a self-regulating process to redistribute talented people to new and needed
occupations.

’External brain drain’, despite the original fears, remained moderate. After a first wave
of massive academic departures in 1990/91 (Jewxsh and German migration), the drain
of scientists has become modest. More temporary contracts are being established
between scientists and foreign institutes or industries. They offer a transitional solution
for persons who wish to extend their knowledge and mobilize their acquired
qualifications in new. environments. After a first panic. reaction today the positive
elements of brain drain are also appreciated. Departures out of an open political system
with new exchange channels - different than in the past - leave the scientists the
possibility to continue communication with their former institutions, mostly to the
benefit of both sides. An informal twinning of institutes could emerge from these
relations.

There is no publicly available information on brain drain from the military-industrial
complex into particular countries interested in the secrets of weapon technologies.
Frequent movements of Russian scientists occur, especially out of the Baltic States, but
also from Kazakhstan or other non-Russian republics. Having worked in military
research centres outside Russia, now unemployed and with no relation to Russia or
Russian research institutions nor to their present State of residence, it is this group
which might feel the temptation to accept offers from third countries. The ISTC, in
particular, aims to apply knowledge acquired in military research for civil projects. The
results of this action should help to limit the scienfific military brain drain.

3.4. New territorial arrangement of the S&T sector in the NIS

As a consequence of the break-up of the fSU, the S&T sector has become dissociated.
Important institutes and production sites which previously formed a chain are today
located in different States. Disrupted, incomplete cycles and chains of innovation and
application are a frequent problem

Approximately 70% of the research capacity stayed on the territory of the Russian
Federation, again with a very uneven regional distribution. Ukraine is the second
important site for military and civilian S&T after Russia. Some NIS still have a high
concentration of (military) research centres on their territory with the difficulty of
relating these centres to their national needs while other countries received no high-
level research institution for their future development. Both situations cause severe
problems for the new national support structures. .

The attempt to reunite the former links in these chains will not necessarily provide the
best solutions as production conditions and market prospects have changed. Cooperation

roposals from former partners will be welcome if they prove the fea31b hty of industrial
innovation in the new cooperation.

3.5. Emerging diversigg of regional cooperation
Strategies for regional RTD cooperation in the NIS are conditional as the political

relations developing between the individual States are not yet stable. Relations in
- negotiations between NATO, OSCE and individual NIS influence the attachment in the
region. The RF represents, w1th its huge economic, social and military potential, the
greatest challenge for the EU. Concerning other NIS, the westernmost (Ukraine, Belarus,
Moldova) are in need of cheap energy supplies. The Central Asian Republics hold

-
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important economic potential, especially in the energy sector, but they demand massive
* investments for adequate explo1tat10n The Trans-Caucasian repubhcs need even greater
support, taking into account, in particular, the instability which affects the region.
Access to European trade, investment and technology, therefore, is a priority for all

artners. The RF will remain the main shaping factor, its course will have the main
impact on developing options for all other NIS. :

The original differentiation between the CEEC and NIS could become: blurred with
further development. Regional cooperation treaties between neighbouring countries
contribute to creating new regional cooperation patterns. Thus CEEC/NIS zones with
different needs for S&T cooperation are taking shape: the westbound zone, associated
to the EU, the westerly NIS zone between Russia and the EU, a Trans-Caucasian zone,
' thé Central Asian Republics and the Russian Federation itself. Studies and a permanent
dialogue will. have to investigate their changing options and requirements. :
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ANNEX I1

INTAS : THE INTEGRATION OF INTAS

1. Background

- After the break-up of the Soviet Union events ‘gained 'pa'ce and the resultant disorganization
_of the economy seriously called into question the position of science and technology in the
new independent States which had emerged.

In response to various resolutions from the European Parliament and to the critical situation , -
of science in Eastern Europe, which was still unpredictable at the time of adoption of the third
" Framework Programme funds were set aside outside the Framework Programme for
cooperation in science and technology with the countries of Eastern Europe.

At its April 1992 meeting on research the Councrl decided to back the Commission’s initiative
'to support science and technology in the NIS and asked the Commrssron to examine the
possibility of settmg up an international foundatxon

The Association for the Promotion of Cooperatron with Scientists form the New Independent

States of the former Soviet Union (INTAS) was set up for limited period of time as a private

association under the Belgian law. The Statutes of this Association were approvéd by the
Commission on 17 December 1992 for a pilot period ending on 31 December 1994. .

The objectlves of INTAS were as follows :

- to provide raprd efﬁc1ent support by means of ﬂexrble effective action to maintain
the scientific potential of the NIS; .~ » - '

- . to attract resources and partners in addition to those provided by the European Union; - .

- to ensure formal participation by the Member States in an actron outsrde the
Framework Programme. :

A separate structure outside the general organization for Community RTD programmes could
have been foreseen following Article 130 O and 130 Q of the Acte Umque Treaty. However,
this disposition requires the. unamrmty of the Council. It was necessary therefore that the -
completion of the INTAS objective was satisfactorily achieved within the "pilot phase.

On 23 November 1994 the Council adopted a specific programme of research and
technological development; including demonstration, in the field of cooperation with third
countries and international organizations (1994 to 1998). This confirmed the Community’s
participation in the pilot phase of INTAS which was extended until 31 December 1995. In
Anncx 1 of the Specific Programme, the Council approved the Community participation in
. INTAS as a preparatory activity which will end on 31.12. 95 Any prolongatlon of that perrod
is subject to a Council decision.
e 9—



On 27 December 1994 the member of the Commission responsible for research sent a letter
to the Union Member States stating that the Commission would be sending the Council a
communication on the future of INTAS.

At the Council meeting on 10 March 1995, the Commission informed the Council that it had
decided to grant INTAS funding totalling ECU 5 million in 1995. The Council asked the
Commission whether it was possible to revise this amount upwards. The Commission also
announced that a document on the Community’s future participation in INTAS would be
submitted to the Council on 9 June 1995.

2. Practical experience with INTAS

A restricted call for proposals was published before the official inauguration of INTAS. After
this preliminary round, INTAS decided to proceed with calls for proposals open to all fields
of natural and human science in an attempt to involve as many scientists as p0551ble from the
NIS.

On this basis, a call for proposals closed in October 1993 resulted in the selection of 509
projects granted ECU 21 million and a second call closed in April 1994 saw the selection of
459 projects to receive ECU 20 million (8000 proposals were received in response to these
two calls). ' '

Coopers & Lybrand conducted an evaluation of INTAS and the Commission asked Ernst &
Young to carry out a financial audit.

According to the audit by Ernst & Young, as yet the Association lacks an accounting system -
allowing systematic monitoring of all entitlements and commitments.
3. Relations between the results of INTAS and the objectives set

3.1. Speed and efficiency of the action

Cooperation with the NIS is certainly no easy matter. Nevertheless, the International Science
and Technology Centre (ISTC), set up by an intergovernmental agreement (between Japan,
the USA, the Russian Federation and the European Union) in Moscow to help convert military
scientific activities to peaceful purposes, started operations in April 1994. Over 3000 scientists
have received funds from this Centre already in the ten months since then.

Similarly, in 1994 a call for proposals was published under the COPERNICUS programme
(for the countries of Central and Eastern Europe and the NIS) run by DGs 111, XII and XIII.
220 projects were selected (including 45 participants form NIS) and all the contracts were
signed within eight months. One year after the 1994 call, none of the INTAS contracts were
signed. In addition, many of the contracts from the 1993 call have yet to be signed.

It is therefore clear that establishment of a body outsnde the Commission has by no means
speeded up procedures, on the contrary. -

S
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" What is more, INTAS’s costs per million ECU committed are some five times higher than
those of the Commission for a comparable scheme such as COPERNICUS : this is attributable
mainly to the number of staff employed on each scheme. The audit by Ernst & Young
estimated the administrative costs at around.13.5 % of the 1994 budget of approximately ECU
22.7 million. This percentage will rise even higher if INTAS were to continue but w1th lower
funding than at the moment. '

- All INTAS’s act1v1t1es have been based on providing support for as many scientists as
possible from the NIS in every field of natural and human science. INTAS justified this policy
by pointing to the urgent situation created by the break-up of the Soviet Union. It has indeed
been taken as the basis for a series of activities of this type by the International Science
Foundation set up by Mr Soros. Today the urgent situation has given way to a structural
phenomenon calling for a.different approach. The scale of this phenomenon far surpasses the
support available under the FP. As demonstrated by an OECD evaluation of the science
system in Russia, there¢ are too many researchers in this country. Under the guidelines. for
_ activity 2 of the FP, the action taken by the Community must concentrate solely on the mutual
 interests of the Member States of the Union and of the beneficiaries and on selective support
for the most competitive teams. The policy pursued by INTAS is out of line with the
objectives of the 4th FP on international cooperation and with the interests of the NIS, since
it endeavours, despite the limited resources, to maintain research potential in every field of
science and technology without any foundation in economic reality. :

Examination of the list of projects selected shows that théy are scaitered widely, often in
fields far removed from the problems currently facing these countries and from the criteria
set out in INTAS’s statutes of “promotron of “scientific research as a key: component in
economic and social progress and in consolldatmg democracy '

3.2 Fundmg in addmon to the supgort from the European Union

The European Union members of INTAS contributed ECU 0.33 million (0.6 %) to the budget

in addition to the 95% contribution from the Community. Austria, Finland, Norway, Sweden

and Switzerland have contributed ECU 2.41 million. INTAS members have also seconded

eight national experts and the Commission has seconded two-officials to INTAS. In the 4th.
Framework Programme, the share from the Community budget will rise to almost 100 % with

the accession of new Member States to the European Union and the participation of Norway

and Switzerland in the 4th Framework Programme on the basis of the EEA Agreement and”
a bilateral agreement respectively.

~ Under these circumstances, there is no longer any reason for a separate structure. In fact, the

preparatory . activity has shown that there is no need for such a separate structure (Article
'130N). Furthermore, if such a structure were to persist, it would attract cr1t1c1sm from the
'European Parliament and the Court of Auditors. '

Also, the annual funding provided for in the 4th Framework Programme is half the amount
available in 1994. This signifies that in order to attain the objectives of activity 2 in the
Framework Programme and to avoid excessive cuts in the support for the countries of Central
and Eastern Europe, the Commission will be unable to earmark any more than ECU 10
million to INTAS’s tasks in future. As is the case for the rest of international cooperation,
the financial contributions from beneficiary countries will be added to this amount. Clearly,
this will not be enough to fund a structure with operating costs as high as INTAS (over ECU



2.5 million per year, including the seconded national experts).
3.3. Discussion and coordination forum

INTAS provided a means for the Member States to participate in the implementation of this
support for the NIS while there was still no committee for this programme. The establishment
of the committee for the international cooperation side of the 4th Framework Programme
removed the raison d’étre for INTAS. In practice, parallel operation of two similar
committees, the type III A committee for the international cooperation programme on the one
hand and the INTAS General Assembly on the other, creates confusion about the division of
responsibility.

4. Conclusions

Cooperation with the NIS comes under the 4th Framework Programme and the committee for
the international cooperation programme assists the Commission in implementing this action.
Since the urgent situation in the countries receiving the support has turned into a structural
problem, the preparatory scheme should be replaced by a regular activity within the 4th
Framework Programme. The fact that the annual funding available for scientific cooperation
with Eastern Europe is now half the amount available in 1994 is another factor i in favour of
concentrating activities w1th1n the Framework Programme. :

INTAS has received no significant funding apart from the resources from the European Union.
Practical experience with INTAS has failed to show that it is faster and more efficient than
the Commission - on the contraty. Nevertheless, the need and interest for Europe to provide
support for the scientific and technical potential in the NIS remain. The achievements of
INTAS should be safeguarded and valued and the continuity of the action as such will be
ensured. Under these circumstances, the Commission has reached the following conclusions

\

1. The Commission therefore does not propose a draft decision for the
continuation of Community participation in INTAS after 31.12.95.
Furthermore, the Commission as a representative of the Community in the
INTAS Assembly will not agree to a continuation of the Association after that
date (in accordance with Article 1, paragraph 4 of the INTAS statutes).

2. . The cooperation to support science and technology in the NIS must continue.
However, the activities must be targeted more to concentrate resources on the
real priorities. The scale of the needs in relation to the resources available
makes it impossible to cover every scientific discipline without spreading the
resources too thinly. In particular, the support should focus on fields in which:

- the former Soviet Union was partlcularly skilled (space mathematics,
informatics, theoretical physics, etc.); :

- “vital hardware or data can be harnessed; - .

- rescarch is essential in order to resolve certain major problems specific
to thesc countries.

B
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The corresponding section of the international scientific cooperation
programme will be carried out within the normal regulatory framework
provided for implementation of the research programmes: National experts
from : Member States could be 1nvolved in the: Community activities as
required. : -

The Commission will be assisted by the committee for the international
cooperation’ programme. in accordance with the rules of comitology. The
committee will take over the role of the INTAS General Assembly

The tasks of the INTAS Scientific Councﬂ will be carried out by a comm1ttee
created for thls purpose.

To build on what has been achieved and uphold the political signal -given by
cooperation with the NIS, the designation INTAS could be mamtamed and the
contacts established in the NIS could be kept up.

In the frame of the financial means foreseen for cooperatlon with the NIS by
the Specific Programme, an amount of about 10 MECU per year, during the
. period 1996-1998 will be reserved for this activity. As is the case for the rest
of international cooperation,: the financial contrlbutlons from- beneﬁc1ary '

A . .countnes w111 be added to this amount
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FINANCIAL STATEMENT

1. TITLE OF OPERATION

Reincorporation within the Commission of the activities of the International Association
for the Promotion of Cooperation with Scientists from the New Independent States of the
former Soviet Union (INTAS) and cooperation with scientists from these States.

2. BUDGET HEADING INVOLVED

B6-7211
International scientific cooperation

3. LEGAL BASIS

Council Decision 94/807/EC of 23 November 1994‘

4. DESCRIPTION OF OPERATION

4.1  General objective

. To reincorporate the activities of INTAS within the Commission in order to promote
scientific and technological cooperation with the new independent States of the former
Soviet Union, with a view, in particular, to stabilizing the RTD potential and providing
support for scientists in these countries.

4.2 . Fields covered

Measures necessary on staff and premises in order to conduct scientific and technological
research activities, with a view, in particular, to stabilizing the RTD potential as provided
for in the work programme on international cooperation. :

4.3 Period covered

1996 and thereafter.

5.  CLASSIFICATION OF EXPENDITURE OR REVENUE

Non-compulsory expenditure.
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6.  TYPE OF EXPENDITURE OR REVENUE

 This expenditure by the Commission replaces a grant for funding INTAS. The objective
is to transfer the resources in order to implement scientific and technological cooperation. -
schemes between the Member States and the new independent States. .

7. FINANCIAL IMPACT

7.1

Allocation for the programme
Appropriations available in 1995
Preliminary draft research budget
EFTA/EEA contribution

" Appropriations available for aid expenditure in 1995

Amouﬁt deemed necessag[ (1995-1998)

Total appropriations for 1995:

Preliminary draft research budget
EFTA/EEA ‘contribution -

Total appropriations for aid expendlture 1995

Cost of the operatlon to be covered under Art. 53

578.000 MECU" .
56.450 MECU
3.467 MECU
0.940 MECU

60.857 MECU

42.621 MECU
3.467 MECU
- 0.723 MECU

' 46.811 MECU

5.000 MECU

‘ BALANCE 41.811 MECU
PROGRAMME SCHEDULE
MECU 1995 1996 | 1997 | 1998 1999+ | TOTAL~
Commitments | 59.917 145.000 | 176.000 | 197.083 | ---- 578.000
Payments | 38.636 | 106.000 | 86.000 - | 146.000 | 201.364 | 578.000
* The Comm1ssmn will submit a proposal for a 7% increase for the fourth (1994-
98) framework programme, to allow for enIargement to ‘the Council -and
‘ Parllament
7.2 Method of calculating total cost of operation
1992 : 4 MECU
1993 . 22 MECU
1994 : 20 MECU Grant for INTAS
1995 : 5 MECU ‘
10.6 MECU (amount requested)

1996 ;
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7.3 Itemized breakdown of cost

The operation covers the operating expenditure for the new calls for proposals.

Reincorporation of 8 seconded national experts = ECU 300 000
Internal staff (5 persons) = ECU 250 000
Rent and leases = ECU 50 000
New call for proposals = ECU 10 000 000

7.4  Indicative schedule of appropriations (in ECU million)

Appropriations 1996 o 199'7” 1998
Commitments 10.6 ‘ 10.6 10.6
Payments 0.6 10.6 10.6

8. ELEMENTS OF COST-EFFECTIVENESS ANALYSIS

8.1 Specific objectives; target population

The objective of the activities reincorporated by the Commission' is to contribute to
promoting cooperation with the new independent States of the former Soviet Union in
the field of research and technological development, with a view, in particular, to
stabilizing the RTD potential in these countries. ‘

8.2  Grounds for the operation

The pilot phase, limited to 1995, fits into the framework for international cooperation
in the field of research (Article 130i of the Treaty) with the objective of safeguarding the
RTD potential, as provided for in the work programme.

8.3 Monitoring and evaluation of the operation

The projects will be monitored and evaluated within the general framework of the fourth
framework programme.
9. ANTI-FRAUD DISPOSITION

A number of existing administrative and financial controls are carried out in all areas of
signing and the execution of research contrats. Among these controls, one can summon

In the previous stage of the conclusion :
- The initial selection of propoéals on the base of the scientific value of the project

and the costs of the research according to the area, the duration and the potential
impacts. :
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- The Analysrs of the financial data transmltted by the proposers in a negocratxon
- form." ~

After the signature of the contract :-

- Examlmng the expense report before payment, at all levels (the ﬁnanc1al
administrators and the sc1ent1ﬁc admnnstrators)

- In house control permlts by the examination of Justlfrcatory documents, to detect
the errors or other irregularities. In order t& reinforce the effectiveness of these
- controls, the departments of the Commission created an audit committee which
centralises and carries out the overall controls. These controls are effective
through the members of the audit committee, or audit firms with whom the
_ Commission have concluded framework contracts and are under the superv1s1on
- of the audlt comm1ttee
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