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Introduction

The prospects for growth in central and east European candidate countries (CEECs
CCs) are usually considered to be positive. Their current low levels of income, legal and
ingtitutional frameworks which are nevertheless quite respectable given their income levels
and their relatively skilled human capital basis, are the main factors that will enable them to
grow over the long-term (see for example, Gross, 2001). However, growth is a complex
phenomenon in which various socio-economic, institutional, political and technological
factors come into play. Learning and technology upgrading, which underpin long-term
growth, are non-linear processes with various threshold levels and changing requirements.
One emerging threshold or structural bottleneck in CEECs is how to meet the institutional and
technological requirements of a knowledge-based economy.

This paper argues that once central and eastern European candidate countries (CEECs
CCs) join the EU, the building of a knowledge-based economy will become more difficult
and will encounter increased gaps in knowledge and innovation related activities. The weak
technological capability of the Candidate Countries (CCs) will exacerbate any cohesion
problems. A long-term rate of growth that should enable convergence of CCs to the EU
average will not be possible on low value-added activities, which currently dominate CEE
exports.

At the core of the cohesion problem is the (non) emergence of national and regional
innovation systems in candidate countries (see Radosevic, 1999, 2002) and their integration
into an EU-wide innovation system. Innovation systems in the CEE CCs are either non-
existent or are highly fragmented with enclaves of innovation activities in large domestic and
foreign firms. A major proportion of non-innovative small firms and weak or non-existent
linkages between public and private parts of the system make weak foundations for building
knowledge-based activities.

This paper focuses particularly on the role of regiona foresight as a potential tool to
enhance regional innovation systems in CCs. We evaluate the regiona foresight in the
candidate countries from a regional governance and innovation systems governance
perspective. For the smaller candidate countries like Slovenia, Estonia, Latvia and Lithuania
regional level can be identified with national..

In the first section we briefly analyse the position of candidate countries in building
the European innovation system by drawing on innovation scoreboard type data and
approach. In the second section, we characterise the state of regional policy and regional
development in Central and East European countries in order to provide the context for
regional foresight . In the third section, we discuss which specific features should be taken
into account when designing, and implementing foresight in CEE CCs.

1. Central and East European candidate countries in building the European
innovation system: the weak link

CEE CCs have benefited greatly with the opening of domestic and EU markets through
improved export competitiveness and increased competition in domestic markets. They have
also benefited from the proliferation of production linkages through increased FDI flows and
subcontracting, driven greatly by their proximity to the EU. However, these benefits come at
the price of increased dependence on EU markets. Also, globalisation is driving these
economies towards being exclusively production locations based on highly specialized
subsidiaries in low value added activities. This further highlights the weaknesses in these
economies, which are related to knowledge-based activities and to the limitations of their
national and regional systems of innovation. The chalenge for them - and for the EU once



they become members - is how to balance the beneficial and adverse globalisation factors and
the winners and losers across countries and regions.

CEEC accession countries are mainly integrated as markets in the wider European
economy. In the last 10 years a few central European countries, especialy Hungary, Czech
Republic and partly Poland, have become important European production locations for
automotives and electronics. Severa of the CEECs have become important European
locations in labour intensive activities like clothing (Romania, Poland) and furniture (Poland)
manufacture. All CEECs have become integrated into EU company networks through market
seeking FDI.

The inclusion of CEECs as production locations and as markets is undoubtedly a positive
development, especially given the poor prospects of domestic led modernisation. However,
market and production integration of the CEE CCs does not mean that these countries will be
also technologically integrated into the EU economy. Technological integration is the
integration of domestic enterprises into the dynamic learning processes of MNCs whereby
they become involved as active contributors and recipients in the production of knowledge for
generating technical change. In contrast, technological marginalization indicates that a
domestic enterprise is not involved to any significant degree in the processes of technological
accumulation at the international level (Radosevic, 1999b). The capability to integrate
technologically will become even more important within the EU after enlargement as the
knowledge flows should connect and network all member states (EPC, 2002, p. 3).

In policy terms this problem has been aready addressed in the pre-accession period
through involvement of the CCs in the Fifth Framework Programme, support for the Centers
of Excellence, support for building regional strategies in selected regions of the CCs and aso
support for networking in technology transfer and innovation activities. However substantial
these activities may seem it will be necessary for the EU to continue such programmes and
also develop newones. By pooling the efforts, knowledge and resources of accession countries
the EU will be able to compete on a globa scale and develop a sound knowledge-based
economy. This will require developing the EU innovation system to which CCs should be
active contributors. Unless CCs develop stronger national and regional innovation systems
they will be only marginally integrated into the European Innovation Area, which will weaken
the basis for long-term growth of the EU. In the rest of this section we assess CEE CCs in
terms of their innovative capabilities.

CCs are further behind the EU in terms of technology than in terms of levels of
development. For example, IT expenditures per capita for the CEEC-8 are 13% of the EU
average level while their GDP per capitais 44%." This gap is wider than the gap in per capita
in%ome of the ten poorest CEEC regions where the level is between 18 and 26% of the EU-
15%

The Luxemburg group of CEEC CCs (Hungary, Slovenia, Czech R, Poland and Estonia)
is the least behind in terms of human resources and knowledge creation indicators, especialy
R&D (EC, 2002; Mickiewicz and Radosevic, 2001). This groups biggest gaps are in
transmission and application of knowledge, i.e. in issues related to the overal
interconnectivity within national systems of innovation. In particular, the share of innovative
small firms is far behind the EU average. A small share of innovative SMEs and domestic
large firms that are undergoing privatisation and restructuring, means that foreign firms and
dispersed domestic medium sized firms are the main sources of new knowledge and
innovation in industry.

! Data are for 1998 and include Czech R, Slovenia, Slovakia, Hungary, Poland, Bulgaria, Romania,
and Estonia. Data are in PPS. Source: Eurostat, Yearbook on candidate countries, 2001 and World
Bank World Development Indicators.

% These levels are in terms of per capita GDP in purchasing power standards
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Qualitative assessments of national systems of innovation confirm this lag in innovation
activities in CEE. In al CEECs, there is lack of effective mechanisms for promoting
cooperation between industry and universities. For example, evaluation of the Polish national
system of innovation concludes that the ‘R&D sector is a closed system that produces for
itself without any cooperation with [the Jouter world in [the] formulation of its objectives
(Phare, 2000).

One of the major conclusions of the UK project on East — West industrial networks is that
the weakest node for further industry upgrading of the CEECs is national networks, i.e. large
and small local firms, their mutual links and their links to infrastructure organizations
(university, business services).® Central European countries, like Hungary and the Czech
Republic, have aready reached their limit for industrial upgrading based only on foreign
direct investments (FDI) or foreign-led modernisation. This pattern of upgrading is
characterised by intra-firm productivity improvements in foreign investment enterprises and
the absence of production and innovation linkages between foreign and domestic firms.
However, the mgjority of CEECs, and particularly Bulgaria and Romania, are still struggling
to integrate with international production networks. In their case, integration at any
technological level is a solution when compared to their limited opportunities for domestic led
modernisation.

Industrial upgrading is a continuous process and today’s specialisations may not be
sustainable or economically profitable in the medium or long term unless improvements are
made in local production and innovation networks. Technological change cannot be driven by
foreign investments entirely. The structural problems of S& T systems studied in the TSER
project ‘Restructuring and reintegration of S&T systems in economies in transition’
demonstrate the importance of a diversified knowledge base and the building of regional,
sectoral and national systems of innovation for long-term growth of CEECs.* The knowledge
based economy rests on a diversified knowledge base and on a diversity of public — private
linkages. By fully embracing the institutional systems of a market economy and open
competition CEECs are now facing new barriers to further growth in the quality of their
university system, R&D base and labour force skills. The CEECs may not be able to
overcome future structural barriers unless they develop strong public R&D systems and
enhance their links with industry

In the long term, growth of the CEECs cannot be sustained without a restructuring of their
national systems of innovation. These systems need to be geared much more towards the
diffusion of knowledge, especially absorption from abroad, rather than only on its generation,
as has been the case in the past.

Data on FDI show that foreign plants are highly productive subsidiaries closely integrated
into global production networks but with very limited or no linkages to domestic firms.®
Econometric research suggests that spillover effects from foreign investments in CEECs are
either non-existent or negative (Holland et a, 2001, Konings, 2001).

Fragmented national innovation systems with significant gaps between domestic and
foreign firms, between large and small firms, between high technology and traditional small
firms, and between new and old sectors will require a long-term innovation policy response.
The optimistic view would be that spillover effects do not come immediately and
automatically and that continuation of FDI inflows will ensure the necessary upgrading and
should induce changes in national systems of innovation. While this may be so we should
bear in mind that innovation systems are mixtures of public and private institutions. In

® For a series of working papers on this issue see www.ssees.ac.uk/esrc

* For project summary visit www.sussex.ac.uk/spru/tser.html

® See firm and national case studies of the project ‘The emerging industrial architecture of the wider
Europe’ at www.ssees.ac.uk/esrc



addition, FDI rarely leads and mainly follows growth. Also, the presence of FDI in CEECs is
highly uneven being mainly confined to Hungary, Poland and the Czech Republic. The key
elements of the innovation process are networking, clustering, science — industry links,
intangible assets and the mobility of workers. In al these respects, CEECs CCs are very
weak. Currently, relatively high growth rates of the CEECs CCs - especially when compared
to the EU, as well as continuous inflows of FDI are masking rather than revealing structural
problems that will undermine the long-term prospects for growth in these economies.

There are serious weaknesses in the ability of CEE CCs to generate venture capital, which
would increase the number of innovative small firms. This problem seems to be a serious
stumbling block for the expansion of new knowledge based activities. For example, while in
conventional banking services central European CCs are integrated as markets into European
banking, international venture capital firms are active only in three countries (Poland, the
Czech Republic and Hungary). However, this problem cannot be reduced to the availability
of finance; it also involves the issue of institutional infrastructure and uncertainty for long-
term investing.® A relatively underdeveloped financial market, coupled with a genera
economic and market situation which does not favour long-term financing, the lack of
entrepreneurial culture, extremely poor links between the academic community and the
financial sector, are al factors that exacerbate the weaknesses in national systems of
innovation in CEE CCs.

This brief summary of the state of innovation in CEE CCs suggests that in building the
EU as a knowledge-based economy huge gaps in knowledge related activities in its Eastern
part will be encountered. In relative terms, these gaps are wider in terms of knowledge
absorption and diffusion than in knowledge generation. Integration of CEE CCs as market and
production locations into the EU economy has not been followed by integration of their
national systems of innovation into the European Innovation Area. In effect, these systems
have further fragmented and weakened.

Yet, however weak the national innovation systems in CEECs are, they still dominate
over regional systems, which, in CEE CCs, suffer from inadequate, or absent systems of
governance, weak competencies and resources at the regional level. In order to strengthen
national innovation systems and their links to an emerging EU innovation system the region
as alocus of innovation activities will have to become stronger. Thisis one of the keys to the
improved diffusion and absorptive capacity of the CEECs. We next address the problems and
policy challengesin developing regions as loci of innovation activity in the CEE CCs.

2. Regions and regional policy in CEE: an important context for regional
foresight

EU member states have diverse patterns of regional and local governance. The
diversity of regiona and local governance has evolved largely on the basis of country specific
historical path dependencies.

Until 1989, the system of local government was relatively unimportant across CEE. In
centrally planned economies proximity was not an asset and potential local linkages were not
used as sources of efficiency improvements or innovation (Radosevic, 1999c). The dominant
linkages were inter-regional and were organised within individua sectors or within large
combinates. This created dependence of regions on the center and reduced regional policy to
sectoral policy for the industrialization of rural peripheries (Gorzelak, 1996).

Despite some differences across countries the systems of local governance in CEE were
relatively homogenous. They were characterised by the absence of horizontal networks and

® | am grateful to Lajos Nyri for drawing my attention to these points.
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the lack of regional autonomy. The dominance of inter-regiona vertical production chains
and few horizontal intra-regional linkages were coupled with the socia role of large firmsin
the local community. As result the state owned enterprises (SOES) were socialy strongly
embedded in the locality but their forward and backward production linkages were rarely
located in the region. The system of governance was centralised and at national level with
very weak local governments.

From the onset of the transition period we immediately saw a trend towards
decentralisation and fragmentation of local government into municipalities and communes.”
These lowest levels of governance were given broad autonomy, including finance. Given this
new freedom, local governments have tried to strengthen their position by, as Peteri (1993)
describes it, ‘enterprising local government’ or transferring the rule of the private sector into
areas of public services. They established production and service companies along with an
increase in ingtitutional and council rents and revenues. However, given their small tax base
and small size the new situation has actually increased the role of national government. This
trend towards fragmentation of regiona governance into municipalities and communes was
followed by a re-concentration of power into national government. The mezzo or regiona
level was either abolished (Czech R and Slovakia), became an appendage of central
government (Poland, Bulgaria and Romania), or had only marginal powers (Hungary)
(Hughes et a, 2001 based on Horvath, 1996:22). Administration at the intermediary level
operates through de-concentrated state offices (ibid). The importance of regions and regional
policy in most of the CEECs, with exception of Poland, is fairly small (Gorzelak, 2000).
Hence, lack of institutional maturity, resources and autonomy, typical across the EU at a
regional level, is even more pronounced both in absolute and relative terms in CEE CCs.

The economic transformation exacerbated regional differencesin levels of unemployment
and per capita income. Economic growth is based around a small number of metropolitan
areas and regions with diversified economic structure. In these core regions the rate of growth
of GDP is high and they are much more able to develop a growth trajectory away from more
marginal areas. This includes all capitals where agglomeration economies are driving growth
and leading to low unemployment. Examples of regional centers with a diversified economic
structure are Gyor (Hungary), Varna (Bulgaria), and Plzen (Czech R). Regions with a more
diversified economic structure usually have lower industry share and hence less structural
problems. This led to either intensive new firm formation or foreign investments as, for
example, inPoznan province, Krakow in Poland, Csongrad (Szeged) in Hungary and
Timisoara in Romania Foreign investors favour these regions, which have a skilled labor
force, relatively better international transport and telecommunication facilities and a cultural
background that is more attractive to foreign investors. Thus, FDI has become an additional
factor in regional polarization in central Europe: foreign investors have tended to invest in
western parts neglecting, to a large extent, the eastern CEECs with Hungary being only a
partial exception.

Monostructural regions with a single sector heritage (defence; agriculture; heavy industry)
and branch plants of multiplant ex-socialist firms, have suffered most as these plants were
closed down (Begg and Pickles, 1998).° The 1990s saw widespread branch-plant closure as
large firms sought to maintain benefits and labor in their core plants. The industries that
dominate in the poorer regions are state-owned, inefficient and are facing shrinking demand.

" For example, in Hungary the number of municipalities increased by 96% between 1991 and 1998
while in Czech R it increased by 50% from 1989 to 1993. (Hughes et al , 2001)

® For example, Romania, which had very low level of regional inequality, experienced a rise in regional
inequality during the period 1993 to 1996 (Shankar and Shah, 2001).

° An example of the old industrial center in Hungary is the BAZ region (see Lorenzen, 1995) and Lodz
in Poland (Dornisch, 2000). However, similar cases can be found even in very small CEE countries,
like Slovenia, with its old industrial center of Maribor.



However, compared to countries in the EU regional differences are not still great. If
unemployment rates are taken as an indicator then regional divergenceis not huge. In terms of
differences in income per capita between the richest and poorest regions in CEECs CCs as a
proxy for regional disparity these differences are at the far low end of the EU scale (see figure
1). Within the CEE CCs as a group these differences seem to follow differences in national
per capita GDP.° This suggests that the lack of regional differences in the poorer CEE
countries has a deeper developmental reason. In fact, we may expect that further growth is
likely to increase regional differences. Yet, looking at the EU countries no clear path can be
discerned and we may find countries with very diverse degrees of regional differences.

Figure 1: Relationship between GDP pc and intra-country regional
differences, $PP, 1999
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During the 1990s there were no comprehensive regional policies formulated in any of the
CEECs. Even after 10 years of transition, no coherent regional policy agenda had been set.
The impression is that most CEECs are still in the process of learning and defining regional
policy within a policy discourse that has been dominated by transition issues and recently by
the accession agenda. However, there are regional aspects to the FDI policies in some CEECs
(Hungary, Poland, Czech R) in terms of bigger incentives for investors in backward regions.

In addition, economic policies have emphasized short-term efficiency with reduced scope
for redistributions. Regiona policy is being degraded and funding for it marginalised.
Regional authorities are essentially the agents of central government with small budgets and
with no policy-making capabilities.* Transition has increased centralization at the territorial
level limiting self-government to the municipal level (Gorzelak, 1996).

Throughout most of the 1990s with the exception of Poland regionalization was not
perceived as an important policy issue. However, by the end of the 1990s with the emergence
of the Commission’s Opinions on readiness of each applicant country, regional policy and
regional capacity became a maor concern for CEE governments. Chapter 21 on regional
policy and coordination of structural instruments has become one of the main incentives for
strengthening regional governance. As Hughes et a (2001) point out ‘the imperative of
finding appropriate organizational forms to meet requirements for EU regional and cohesion

1% Correlation coefficient between these two variables is 0.95.
1 Only in Hungary, local expenditures are 18.7% of GDP while in other CEECs they amount from 3.3
(Romania) to 9.8% (Czech Republic)(Gorzelak, 2000).



policies has been a catalyst for the reform of local and regional government in the CEECs' (p.
21). In a nutshell, a Europeanised regionalization has been pursued ‘from above’, by national
governments anxious to meet the EU conditions one of which is to enhance ‘regional
capacity’.

Hughes et a (2001) point out that during the early years of the enlargement process the
Commission actively promoted an implicit symmetric model for CEE candidates as a way of
rationalising their preparations for structural funds. This included structuring regions
according to the average size of NUTs-II regions, establishing regional development agencies
and regional development councils as well as substantial financial and legal autonomy within
regions. However, as the differences between CEE accession countries became evident over
time this preference for ingtitutional symmetry was abandoned (ibid). Also, it has been
realized that the need for extensive decentralisation may be necessary only in the two largest
economies, Poland and Romania. Weak national administrative capacity further complicates
the strengthening of regional administrative capacity. Implementation of regional programmes
by national ministries/agenciesis seen as a pragmatic solution to weak regional administrative
capacity.

Although this pragmatism is a convenient shortcut it may not be the best solution in the
long term. Regional governance mechanisms should enforce face-to-face negotiations
between actors - something that will be lost when the national level is the intermediary in the
delivery of structural assistance.

As EU regional policy is closely tied to the dispersion of structural funds we may expect
that this will revive the role of regions. However, due to implementation procedures for
structural funds, which are very likely to vary across accession countries, the dispersion of
regional funds may not necessarily bring regions closer to the EU level, especialy where
structural funds will be managed by the national government. CEE CCs are neither federa
nor do they have strong regional governments. Thus, we may expect that the CEE regions will
be not very strongly embedded in EU regional policymaking. To some extent this may not
apply totally to Poland and Hungary.

Furthermore, surveys in several CEE regions suggest that the local elites see the major
benefits of enlargement to be far greater at the national than at the local level (Hughes et al,
2001). In addition, their knowledge about EU programmes is limited. This disengagement of
local elites from the enlargement process is partly the result of weak implementation and
enforcement of EU rules and policies that have been agreed at national level (ibid).

In summary, we can see a shift from the absence of policy making aimed at the regional
level in most of the CEECs towards policymaking that is driven by the conditions of EU
funding regimes. This has aready become the case with the R&D system where participation
in the Fifth Framework Program (FP) has strongly shaped the development of domestic R&D
systems. These important influences can be positive as well as negative. FP will undoubtedly
mean that the R&D systems of the CEE CCs will become more effective in terms of EU
integration, average quality and excellence. However, this does not mean that these systems
will become more relevant for local economies. In fact, we may expect that the gap between
domestic industry and domestic R&D could deepen further. Centres of excellence may be
integrated into the EU R&D system as well as into EU-wide company networks. However,
this aone will not resolve the key weaknesses in national innovation systems and may
exacerbate them. All this points to the need for giving increasing importance to the regional
level and providing support for diffusion, absorption and innovation at the local level.

The CEECs have a very weak layer of regiona institutions and competencies for
independent decision-making at regional level. We have aready highlighted that, with the
exception of Poland, government in CEE countries control the tiers of territorial division
above the local level. Only in Hungary can the system of public finance be labelled as



relatively decentralised (Gorzelak, 2000, p. 144, 145) or ‘less centralised 2. As Smith (1998,
p. 281) points out that foreign supported programs have involved piecemea attempts to
construct an entrepreneurial local state in the sphere of regional development. This involved
the formation of Regional Development Agencies as the mechanism to bring into partnership
the range of other local and external agents. The development agency acts as a 'broker' or
catalyst for the formation of a wider network of relations between local agents and
government both at central and at local level. While being important agents of change in the
long term, the weaknesses of the enterprises and other organizations in the region have
undermined the role and potential of agencies for inter-regional networking. These new
organisations must re-establish themselves as political as well as administrative agents and
create linkages with county, municipality and national levels.

The redistributional focus of regional policy arises implicitly from the definition of
objectives of regional policy, which is focused on spatial alocation. However, the regional
policiesin the CEECs will have to strike a somewhat different bal ance between their focus on
redistributions vs. their focus on local actions and support to endogenous activities. In the
near future regional policy should be oriented much more towards enhancing absorptive and
technological capability of regions rather than towards subsidies, except in extreme cases of
areas dominated by old industries (Gorzelak, 2000).

The 1990s have seen localized activities to foster regional innovation. Innovation centres
and incubators have been established in al CEECsin at least afew places. Although we have
not come across a comprehensive review of these initiatives there is enough evidence to
suggest that their effects and results are not very encouraging (Webster, 1996; SQW, 1994).
For example, very often S& T parks that were meant to strengthen knowledge exchange,
operate as renting areas. Most often they were initiated through foreign assistance programs
and operate successfully only as long as foreign assistanceisin place.

Experience with free economic zones and industrial parks seem to have been mixed. It has
been very positive in Hungary where the industrial park model supported by local
governments is one of the key mechanisms behind the emergence of Hungary as a global
production location in electronics (Radosevic, 2002b). In Poland, experience with free
economic zones (FEZs) seems to be much less successful (Dunin-Wasowicz et al, 2002)
partly due to weaknesses in design and implementation of this policy (Stryjakiewicz, 2000).
Other CEECs, with the possible exception of the Czech Republic, have not used free
economic zones (FEZ) and industrial parks as instruments of regiona policy. EU pre-
accession conditions have reduced the autonomy of CEE CCs in this respect, as FEZs are as
seen as incompatible with EU rules. This further reinforces the need for the EU to expand
new regional initiatives towards CCs in order to compensate for their lack of policy
autonomy.

The key message from this brief overview of regional policy in CEE CCsis that the weak
regional governance in terms of political empowerment and administration will strongly
shape the regional foresight activities in the CEECs. Regional foresight even when there is a
strong demand at the local level is unlikely to be effective without support from the national
and EU level. So far, political governance at the regional level has been developed only in
Poland. Elsewhere, regionalisation has been perceived, accepted or implemented only as an
administrative task. Therefore, even when the administrative capability exists there is no
guarantee that regional governance mechanisms will be in place to implement regional
foresight recommendations or to diffuse its process benefits.

The next section analyses the conditions for and implications of foresight in CEE based on
the previous two sections.

12 Lajos Nyiri, personal communication.



3. Nature of foresight activitiesin central and east European candidate countries

In Section 2 we analysed the specificities of the regiona policy in the CEE CCs, which
provide the context for the introduction, and diffusion of foresight activities. In this section
we analyse the nature of foresight activities in CEE CCs. The nature of foresight activities
reflects the nature of the S& T system and policy in a specific country. Therefore, we try to
highlight those features of foresight activities that seem to be specific to CEE and which
should be taken account of when designing and implementing foresight in CEE CCs. This
information is derived from (still very limited) practical experience in doing foresight in CEE
CCsand experiencesin S& T and innovation policy and practice in regiona policy in CEE.

1. National vs. regional foresight

The regional level provides the geographic and cultural proximity that is desirable if
technology foresight is to be effective. However, the analysis in the previous sections shows
that we might expect difficulties in implementing regional foresight and in ensuring its
positive contribution to S&T and innovation policy. Two factors may undermine the
effectiveness of regional foresight in CEE CCs. First, the lack of regional governance
mechanisms will undermine any potentially positive effects. Second, the mechanisms for
distribution of structural funds assistance, which are very likely to be implemented via
national governments, will further undermine the relevance of regional foresight, i.e. regional
foresight may not be used as mechanism for initiating change at regional levelthat could than
be supported by structural assistance.

However, this may be a problem only in the bigger CEECs, in particular in Poland and
Romania. In the smaler CEECs, for example, Slovenia and the Baltic states, national
foresight is almost identical to regional foresight and such problems are unlikely to arise. The
situation in the future is less clear for medium sized CEE CCs (Czech R, Hungary, Slovakia
and Bulgaria). Given that Hungary is relatively more decentralised than other medium sized
CEE CCswe may expect that regional foresight could be effectively promoted in this country,
especially given Hungary’s early experience with technology foresight.

Given this specificity of the CEECs we will use the terms national and regional foresight
interchangeably.

Irrespective of whether foresight in CEE CCsis likely to be national or regional we could
expect that enlargement will create a new incentive structure for local and regional
authorities. Accession has aready provoked initial changes in this direction, which seem in
most countries, with the exception of Poland, to be limited to administrative capacity for
regional policy. The more EU integration progresses the more it should revitalize regions by
providing a governance level in CCs. However, given the lack of regional governance
mechanisms this will likely be achieved in the long-term rather than the medium-term.
Therefore, it seems that national level technology foresight should precede regional foresight
exercises in CCs. Yet, it would be wrong to discourage those regions where local ‘ product
champions for such exercises are willing to use this mechanism as a tool for promoting
structural change in the region.

2. Foresight as an endogenous lear ning process
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CEE CCs are faced, in amost all sectors of economy and society (education, health,
pension reform, industry restructuring, market system, etc.), with the challenge of how to
cope with large-scal e restructuring. In such a situation, (in)ability to articulate priorities in the
S&T system is often rationalised in the following terms. “We do not need foresight. Our
priorities are those of the Fifth Framework Programme’. Indeed, nationa priorities in many
areas reflect EU priorities and do not take into account local capabilities and local priorities.
This is to a degree understandable given the strong pressure within the government
administration and political elite to speed up the accession process as much as possible.

In such a situation, the danger is that foresight may be seen as either irrelevant or one
more way of conforming to EU ‘best practice’ in innovation policy. Either of these
assumptions would undermine the effectiveness and benefits of foresight whose main value
added should be in developing an active approach in addressing growth objectives and
priorities. In addition, the endurance amongst the public mindset of the planning ‘mode
(Havas, 2001) may be a big additional barrier to accepting and understanding foresight.

Fixation on EU priorities in part reflects the lack of understanding as to where a country
or region stands in a particular sector in relation to the world and to comparable countries.
Hence, the great value of foresight in CEE CCs would be in developing a strategic view of the
local situation. We should not forget that foreign consultants through various international
programs have conducted much or almost al of the strategic analyses in the CEE CCs. While
this has ensured relatively good quality it has left very little understanding or policy anaysis
domestic capability . Information that has been generated has not resulted in the creation of
endogenous knowledge. The unique value of foresight is that the analysis and assessment
should involve a large number of local experts and stakeholders in different sectors. It is only
through collective processes of learning and debate that a common understanding of the key
issues, objectives and priorities will emerge. This process must be locally driven and only
facilitated from outside.

3. Trade off between methodological rigour vswillingnessto participate

Havas (2001), based on the Hungarian technology foresight experience, argues that there
is atrade-off between methodological rigor vs. willingness to participate. If potential foresight
participants are likely to be ‘deterred’ by sophisticated, demanding methods then one would
opt for simpler, expert panel based methods. Y et, this may undermine the achievement of
maximum learning benefits. The issue then is how to ensure analytical rigor with relatively
light methodological rigor. These two objectives may be difficult or impossible to reconcile.
Thereis agreat need to draw from experiences of other countries in order to achieve the right
bal ance between methodologically and analytically sound foresight activity for each CC.

4. National (regional) foresight as a mechanism to improve regional and national
governancein innovation activities

The distribution of power between central, regional and local authorities varies widely
between CEE accession countries though significantly less than in the EU. A common feature
of the CEE CCsis very weak regional governance.

Foresight can clarify and validate institutional and power competencies between national
level and regions in a variety of areas, which emerge as important from national (regional)
foresight exercises. The advantage of foresight is that the debate over national vs regional
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governance and on systems of innovation governance is depoliticised as it is couched in
strategic terms and should involve avariety of stakeholders.

5. Theimportance of foresight isin active promotion of linkages across all four levels
of governance: European, national, regional and local.

National and regional foresight exercises should demonstrate that tackling national
technology and innovation issues requires closely connected and independent different levels
of governance. Foresight should identify those activities that require cooperation between
actors at local, regional, national, and EU level.

So far, accession has enabled formation of Euro-regions or international partnerships
between towns, communes, associations and districts as well as between associations and
other organisations of border regions, established on a voluntary basis. These initiatives have
been mainly driven by hopes of securing assistance funds for such structures. Foresight
exercises should show which of these initiatives for partnerships at different levels are
justified in the long-term .

6. Foresight should support a restructuring of the science and technology systems
and the emergence of national (regional) innovation systems focused on absor ption and
transfer of innovation and technology.

Foresight should be instrumental in restructuring of the S& T system towards absorption
and diffusion of knowledge. A shift from knowledge generation oriented national systems of
innovation towards diffusion oriented should complement the competition principles of the
Framework Programme, which will integrate R&D systems of CCs into a Europe-wide R&D
system. This does not mean that science foresight is not necessary in CCs but only that
foresight should address much more downstream type activities like innovation and
supporting activities and knowledge-based services.

7. Foresight as mechanism to develop networking culture

CEE societies are fragmented and lack cohesion and trust. Much of thisis the result of
the fast and disruptive nature of socio-economic change that has taken place in the last 10
years. In addition, scarce resources coupled with still very low domestic value-added make it
difficult to achieve consensus on socia objectives. In such a situation perceptions of risk
among different social groups vary widely. Uncertainty, lack of trust and short-termism,
which seems to now to be endemic, may make foresight unrealistic without significant
cultural change.

Foresight can be instrumental in developing a culture of networking which is one of the
key preconditions for developing trust and reducing uncertainty. Experience elsewhere shows
that networks active in regions or small states are vital to foresight. In CEE CCs these seem to
be very weak. However, we should not wait for these networks to strengthen in order to
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promote foresight. In fact, quite the opposite . Foresight should be employed as a way to
enhance local dialogues in a meaningful and structured way by depoliticising debate on
growth and its trade offs. It is a convenient mechanism to address trade-offs between different
objectives (growth, competitiveness, sustainable development, equality) in interactive and
consensual way. The problem is that these indirect learning benefits of foresight like building
trust, developing learning and technical capacity and networking are by nature difficult to
assess. It is a methodological challenge to try to assess these indirect benefits in a way that
would ensure proper assessment procedure compatible with the assessment of public
programmes.

8. How long isthelong-term?

Greater uncertainty in CEE CCs, due to still on-going large-scale privatisations,
ingtitutional transformation and fast changing industrial structure, may reduce the
effectiveness of long-term foresight exercises. As Havas (2001) points out the inherent
contradiction between the long-term nature of foresight issues and policy recommendations,
on the one hand, and the substantially shorter time horizon of politicians, on the other may be
much greater in the CEECs than elsewhere. This raises the issue about what is the best time-
horizon for foresight exercises or how long is the long-term in CEE. In principle, one should
aim for short and medium-term exercises, which should ensure the interest of participants and
policy makers.

9. How to bring together all therelevant stakeholders?

Inability to include all the significant stakeholders may hinder the relevance of foresight
activities. A strong selectivity in the choice of stakeholders will depend on who is the
coordinator. For example, assigning the role of coordinator to the Academy of Sciences
would very likely lead to a science bias of foresight. A different bias mightapply if the
coordinating role is given to an individual Ministry. Probably, the most satisfactory solution
would be to organise foresight as an inter-departmental activity with an independent advisory
body. The key issue is how to ensure financial, organizational and intellectual independence
combined with political support and relevance.

In the case of most of the CEECs, one of the most important stakeholders is the foreign
investors or their associations, which should be part of a national or regiona foresight
process. Their active role in this process may have positive direct effects. For example,
foresight activities could enhance their role in shaping education programs by introducing into
the curriculum the skills and knowledge demanded by the specific employers. Also, they can
be involved in upgrading laboratories in universities and research institutes in exchange for
customer—oriented services like highly specialized analyses or long-term cooperation
agreements (Phare, 2000). In the CEECs, the area much more receptive to foresight may be
branch-based or technology based foresight activities. Technology or branch based foresight
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activities should enable inclusion of foreign investors who in many sectors are the leading
actors.

Foresight is the appropriate mechanism to bring in a variety of stakeholders that usually
have not been considered as relevant to innovation policy, for instance SMEs and professional
associations and other NGOs.

10. What should be the main focus of CEE foresight exer cises?

Hungarian technology foresight experience shows that huge importance was given to non-
technological issues (institutional) in foresight exercises (Havas, 2001).Slovenian foresight is
considering separate socio-cultural Delphi analysis (Usenik et al, 20001). It may be that the
CEE foresight exercises will or should be much more focused on non-technological aspects
given that the nature of these countries technological problems is mainly related to
ingtitutional set-up and diffusion issues. We may see a different balance in focus between
issues of growth vs. social and environmental objectives. Also, CEE participants are more
likely to put more emphasis on factors that underpin growth and competitiveness.

11. How to link up foresight to other policy activities?

Regional and national foresight should be promoted in those regions that are likely to
benefit from RIS/RITTS exercises, and EU grants for the support of the regional network-
based projects aimed at support of technology transfer infrastructure. It should serve as a
frontrunner activity, which would be followed up by programmes that can bring to realisation
some of the ideas developed during the foresight activities. An aternative would be for
RITTS/RIS to be the forerunner of aforesight exercise, which can be than based on improved
trust and cooperation. Probably, decisions on sequencing should be based on preferences and
thelocal conditionsin individua countries and regions.
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