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B2R, R2B — PARTNER OR HOSTILE RELATIONSHIPS?

Janusz Teczke and Remigiusz Gawlik
Cracow University of Economics, Poland

ABSTRACT

The paper aims at describing the delicate mattethef relations between science and business uslitsuld the
enterprises be encouraged to use the research m#ad universities, independent research and dpustat units,
Think — Tanks and other science — oriented orgditiaa or should both sides develop independentlat\whould
be the role of state in these contacts? The bassaraption of the paper is that a knowledge exchahgeld be
based on short-, middle-, and long — term profiigttcould be realized by its both sides. The rededésad by the
authors on a group of Polish universities and comesa focused on identifying the qualities that R&its could
possibly offer to business. The second area of@onwas the elaboration of mechanisms of knowledaesfer

including an appropriate remuneration for the sdifa side. Basing on this research the authorscresd a
conclusion that an intermediary unit operating ietWween the science units and business organizasamscessary.
Its main features and tasks, including the finagcpossibilities have been presented in the papke dwaited
outcome should be a stable knowledge exchangersydymamically adapting to the market needs, bst &aving
the scientists some freedom for choosing theiraiese topics. This should prevent a situation whatethe

research would be business — oriented and possitikisively after a direct order placed by a compan
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1. B2R & R2B RELATIONS - EUROPEAN APPROACH

In March 2000 the European Council during its nregetn Lisbon has set up the Lisbon Strategy, kntse as the
Lisbon Agenda or Lisbon Process. The document amsnaking “the EU the world’s most dynamic and
competitive economy” by year 2010. This goal shduddnter alia achieved by a growing innovativeness of the
European knowledge — based economy and the creaftitie European Research Area (ERA). The comlminaif
these concepts poses immediately the question ehatid how these ambitious objectives could coneforce.
The authors of the present paper strongly belibe¢ it cannot be achieved without an effective andtainable
cooperation of private economic and public sciensectors of the EU Member Countries. This assignptan
also be found in the main European instrument Herrealization of the Lisbon Agenda, which are 6fleand 7"
European Framework Programs (EFP).

Although EFP seem to be a good step on the wayilfitlifg the Lisbon Strategy objectives, its readtion in
practice failed to make it a real milestone and soehe severe criticism. When most of the critiqgahions about
FP6 point out the fact that its outcomes are famfthe ones expected, these about FP7 mentioit #esms to give
more signification to the documents justifying tiecessity of a given R&D task instead of focusingseientific
research itself. Other censorious comments have bedressed towards the promoted by both FP6 amd FP
Excellence and Innovation Centers and Entreprehguiacubators — in fact there is no clear evidethase units
truly contribute to the forming of new innovativadinesses and constitute a real incentive for aoangrowth and
development.

As already mentioned, the authors see a possibilipvercome these difficulties by an appropri&ikihg of R&D
units and business organizations in order to Idal research in directions promising a commercitiina



possibility. This would assure a source of finagcfor the scientific side on one hand and wouldrgotee a
commercialization — oriented research on the otlddrough it creates the risk of limiting the sdifo development
to “applications per demand” only. The United Statesearch financing model proves that B2R and &#&tions
can be fruitful for both sides. Also some of thaahsuniversities, mainly those located in Taiwan &ong - Kong
show promising signs of activity in this field.

2. R&D UNITS VS BUSINESS ORGANIZATIONS

At first sight, the relations between R&D units dngsiness organizations seem to be burdened wigrgéint goals.
This is due to the fact that the science units s apure supply side which:

* In general imot inspiredby companies, however there are examples of cosimnisig research by Business
Organizations;

» Involves scientific research that is carried out parely scientific self - developmemtf the researchers.
Commercialization is not in the picture;

» |s subject tanternal competitioronly;

» Seeks for abenchmarkmerely in its closest environment. Lack of extérpaint of reference causes
stagnation and slows value — added growth.

Because of the aboveSapply Enclave is being created. Its search for financing pobsés is caused only by the
need of surviving and preserving ts&atus quoA Supply Enclaverovides no incentives for selling the results of
its research, therefore any research commerci@izatomes not into question. It is possible to navagous
reasons for this, but in authors’ opinion the maégative factor would be in most cases an ineffectiational
science financing system. Its main defaults ardahewing:

» Centralized decision — making proceglsen accepting or rejecting the grants for finaggi

» Expensive and complicaté&thtent Protectionpartly caused by European law regulations;

» Copy- and patent rightbelong to the institution or the person that cevbe patent protection costs. In case
of international patents these in most cases ardlyhaffordable for the author, who searches for an
institution ready to cover them. In exchange, thigt acquires an important part of income or théren
patent rights, which puts the author in an uncotafide position in terms of executing his rights e-dan
make use and draw profits of them, but exclusiwgithin the scope of the agreement signed with the
institution in question. This often means a veryited access to the fruits of researcher’s scientibrk,
which can be highly unmotivating for the future.

As the effectiveness of Research to Business catiperdepends on both sides, a closer look shoalddolressed
to the enterprises’ as well. In fact, the businesganizations do not differ much in their behavifnem their
scientific counterparts. By beingparre demand side, the enterprises also create an enclave. Thengdsothis are
numerous:

1. They are using mainly theinternalinnovative solutions and R&D units.

2. Innovation comes mainly as a direct effecsp§ingthe competing companies.

3. Most enterprises show a non — existing or very Ttink — Taniculture.

4. They do not posses, neither search for informationesearch areas lead by their science partners.

The above poses three types of threats:

Ad 1. As more and more companies prefer to resign frair ttwn R&D units because of very high maintenance
costs, their innovativeness level decreases. Towreéhey do not perform any R&D on their own, a th
same time the R&D outsourcing proves problemathtictvis mainly due to the fact that gaining theeeté
of external science units’ work is difficult. Theeasons, among which the lack of incentives for
commercialization is seen as most important, haenlpresented above, in the chapter devoted to R&D
units.

Ad 2. Business organizations, alike the science onesseaieching fobenchmarksexclusively in their closest
environment, which results in@emand Enclave being created. The negative effects of such alosme
are very similar to those of theupply Enclaveleading to marginalization of innovativeness asla
consequence a gradual decrease of competitivehesgi@nal, national, European and world level.



Ad 3. Due to the fact that in past few years Europeami ki Tank institutions only started to grow and are
taking their first steps in various forms of reséaactivities, most of the entrepreneurs sharenanoon
opinion that searching for complex solutions andbf@m solving in cooperation with independent R&D
units or in frames of ERA network proves expensiae rather ineffective. But it does not necessameh
to be the case! The authors believe that theittisolyproposal presented in chapter 5 should beidered
as a possible remedy to this situation.

Research lead at national level shows that an itapbreason for an impeded communication betweeb R&its
and business organizations is often the lack dfterentNational Innovativeness Support Prografthe authors’
genuine Polish experience proves it strongly, ha@resome positive signs can be observed. The fgqautilished
Regional Innovation Strategy for the region of Madtska for the years 2005 — 2013 shows that thal knethorities
can play an active and positive role in develoghmregional innovative potential. Other regionevgéd interest in
following this path as well. Moreover, thenovativeness Support La® being prepared at the governmental level
and the decentralization of decision - making psscin financing of purpose - oriented grants taking place,
mainly in field of technology.

Last, but not least, neither the European Uniom,most of the European Countries have developedvadgly
recognizedScience — to — Business Institutiotst could be named as representative for the evhota. This
problem affects both thsupply and demand sideThe German examples of Deutsche Forschungsgecheiits
representing science and R&D units, and Deutschdustnie- und Handelskammer, representing business
organizations, indicates that the communicationvbeh these two groups can be facilitated exclugiwélenone
intermediary institution exist, however it is congary that it is treated as a reliable negotiatp@ntner by both
supplyanddemand sides

In spite of all there are examples proving thatpesation between universities and enterprises dag butstanding
effects, although different types of incentives fayoperation can be observed. When the Americaencei
financing system with colleges having their busingsatrons” and sponsors focuses on acquiring plesgicome
form outside, the example of Fachhochschule Murnist&sermany proves that internal incentives cam &lsng
positive effects. AScience Marketingoncept implemented there is basing on one maunagtion: the more third
party money acquired by a university departmer, rifore office space and other facilities, as welresearch
grants are available for its employees. Table lwshiikely profits from such an exchange for univiées and
enterprises.

Table 1: Possible cooperation profits for universies and enterprises

Universities can gain: Enterprises can gain: |
Third party money for research financing Sourcpatkntial ideas for commercializatiof
Business experience for the university staff Acdedarge R&D networks
(cooperation between universities)
Additional information channel Additional informati channel
Connection to the market Possibilities of outsaugcof problem solving
processes
Extra income possibilities for the researchers  Ra@k young, well educated and highly
motivated employees
Prestige

SourceAuthors’ own study

3. THE ROLE OF THE RESEARCHER IN S2B CONTACTS

The existence of Supply and Demand Enclaves intelicne occurrence of two types of scientists waatld show
rather contrary behaviors. The authors want tosstr& this point that the presented researcher Imaie a
necessary simplification for the needs of the prepaper.
« 1%type — Researcher — Manager: is in constant sdarch good business in order to finance his sifient
activities. The research itself is just anothernegoic good, ready to be sold to anyone that woutdvige



money for further research. The ideal situationuosavhen a company places a direct R&D order. Angjr
primacy of praxis and managerial approach ovemseiean be observed. Researchers — Managers age mor
likely to be found in American science organizasiowhere most of the funding comes from privatémec
« 2"type — Pure Researcher: his absolute priorityhes®wn visions and scientific searches. He alwagks
of funding, but searches for it mainly in natiomalregional budgetary funds, public institutionseaternal
grants (i.e. European Union R&D programs). Busirszsgacts and financial contributions are lesslyike
happen. Research commercialization falls outsidesbope of interest, in extreme cases can be @snas
immoral. This model is predominant for post — comiaticountries, but can also be found in many Eeaop
and Asian Countries.
None of the two researcher’s types presented abloweld be seen as faulty or undesirable, but bathfaa from
being ideal. When the Researcher — Manager seemisot® too little interest in main field of his agty, which
should be scientific research, instead of earningey, the Pure Researcher is an idealist living @fosed universe,
far from complex economic and social reality ofqmet times, writing mainly theoretical papers withany links
to the market. Probably a rapprochement of the pagitions will happen, but in authors opinion thesecesses
should be moderately modeled by the authoritiesriter to avoid pathologies to happen. One couldgirea
situation where the public — private partnershigedeerates into a financing of private R&D needsemvh company
questions the researcher with a given R&D problechthe last one applies for public funding of ttésearch. This
is where the authors see a field for applicatiothefr Public Trust Institution, described in tliidwing chapters.

4. DO WE NEED A BRIDGE BETWEEN
RESEARCH AND BUSINESS?

One of possible solutions of the problems preseatex/e could be an intermediary institution betwtenscience
units and business organizations. The followinggeaphs will be authors’ proposal of a set of fezdulescribing a
model unit of this type. Taking into account théseence of many contact brokers, the presentedutish should
definitely not be just another agent linking partés science and business partners. Its main taskdwe to create
a framework for a fruitful cooperation between esbers and entrepreneurs. From the beginningpildhobtain
an initial credit of trust and confidence from batientific and business sides. Other basic assangpare the
following:

» It should have alear institutional form

» lIts goal would be to createal added valuginstead of being just an another bureaucrattititi®on;

* It must have a vergositive social perceptiom bothsupplyanddemand groupsy being known for its high
standards and trustworthiness;

» It could hirescience and business professionalo have digh level of social esteeim both groups. These
people should derive frordifferent backgrounds- budget and business units, private and publitose
governmental and non — governmental institutions;

* The key and strategic role of the new institutisridcreate the border conditions for innovation tramsfe
its area of activity (region, country, intergovernmémtaanization). It should definitely not be justentact
broker.

Another fact in favor of the creation of an R2B2Rermediary institution is the threat of changirgiestific
research into a regular market product. A situatitiere the researchers would lead their studiesaftgr an order
placement from some business organization is cdictaay to scientific spirit and must not be enamyed. It utterly
does not mean that thé' fiype Researcher — Manager should step back frensdritacts with business praxis, but
the centre of gravity of his scientific and economttivities should be clearly defined. On the othend, the %
type Pure Researcher would become the opportuhifiycasing on his scientific work, due to obtainednagerial
help. In exchange he would have to lightly adjustresearch subjects to the market needs signglérisbPublic
Trust Institution. Its main features have been dieed below.



5. SOLUTION PROPOSAL

A Public Trust Institution (PTI) is being created:

The legal form of the newly created institution glidbbe conform to international law and based dional
public — private partnershifaws. A possible model of activity could bepablic — private partnership joint
venture The consecutive enforcement of the existing Eeaopregulations in this field in all EU Member
States is promising.

PTI's financing should derive from both partner#thAugh it seems that the financing from the pevsgctor
would be much easier to obtain, public funds amessary as well. This part of funding would conarfr
national Ministries of Science and Ministries ofoBomy and will consist of a redistribution of funds
available in thepurpose — oriented grants budgefhe delegation of resources, decision making and
responsibility in this area should follow absolytel

The ideal form of funding from private sector wobleldividendsthat innovation users yield to patent owners
i.e. the ‘producers’ of innovation. The proposedtition could operate on the basis similar tastat
licenses, where the user pays a regular subsgarifitia central institution which guarantees thagnaission

of funds to the authors. This solution would alstvs the problem of possession of knowledge created
PTI's demand — as the innovation would be availdblall subscription buyers, there will be no need
discuss its private or public character. As it hhegen a rather delicate issue, a sound and cledicir
framework of such a solution should be established.

The newly created institution would manage ¢méire regional purpose — oriented grants budgeleing at
the same time the only executive power in termiods allocation.

It would be able to allocate a part of regionalrasfructure development funds in order to suppoet t
creation of innovative businesses. This activityidt be lead in cooperation with existing Speciedbomic
Zones, Science & Technology Parks and Businessators.

The PTI should have an active and effective infagean thedirection of scientific researcked in its region

— by disposing the research grants for purposeiented projects, accordingly to the structure and
preferences of regional production potential.

In cooperation with national Ministries of Scierexed the regional authorities, the PTI should claberate
themedium-andlong — term scientific and industrial regional @éepment strategiedeing at the same time
the main decisive organ in this area. In examplégurist regions the scientific research and netbpment

of industry should be directed towards clean teldgies in order to preserve the region’s culturalitage
and maintain its attractiveness for the visitors.

The institution would be responsible for taking idems onaccepting and rejecting individual R&D
projects The authors believe that an institution operaiim@g given region possesses much more precise
information on the peculiarities of its industrydagevelopment as any central authority.

The PTI should indirectly contribute tweation of new work post$his goal would be provided by assuring
best development conditions for industrial sectbrsugh supporting the necessary research. Negessar
this case means potentially beneficial for newkakkshed small and medium — sized enterprises.

The examples below come from authors’ mother regidnich is the Polish Province of Malopolska:
1. Recently, Krakow has become known for its achiewema outsourcing of accounting services. Durimg t

past few years many international corporations,|B&, PriceWaterhouseCoopers (Cap Gemini), Lufdzan

and Electrolux, have moved their accounting centees here. Bearing the above in mind the Malopolsk

PTI should provide support for research in accagnéind in other related fields of knowledge such as

* accounting software;

» architecture, i.e. intelligent buildings purposéfuesigned for Accounting Centers;

» development of technical infrastructure, i.e. secaomputer networks, data backup and automated
archives, burglar — proof devices, etc.;

» crisis management, i.e. world — wide accountingvaiets that may be helpful in lowering the effects
even preventing hackers’ attacks on corporate adirguservers;

e assuring a sufficient number of accounting profasals, computer specialists and other experts \aggi
incentives to higher education institutions torirgoung people accordingly to the local market seed
including the necessity of improving their foreigmguage skills.



2. With car manufacturer MAN establishing a new triadsembly line in Niepolomice (Malopolska, Poland)
and French car parts supplier Valeo that is opefuntper production plants around Krakow, the PTo&e
would be to allocate its founds in:

» purpose — oriented grants for scientific reseandhelds related to automobile industry;

» development of spare parts suppliers’ potential;

e providing necessary infrastructure;

» improving the overall innovativeness of the enkitalopolska automobile sector.
Numerous examples from the World prove that welhagged regional clusters can become very competiieas.
We could name here the American Silicon Valley,aisiTaiwan, as well as Chinese cities of Hong Kond a
Shenzhen. Again, differences can be found in diffetypes of incentives that would bring innovatbeenmpanies to
the given area, but easy access to knowledge wefilhitely be one of the most important factors. AAthe growth
potential of young enterprises seems to be mudtehiim places where the exchange of knowledgeciitéded.

6. CONCLUDING REMARKS

The authors would like to stress the fact thatrtfeen purpose of the proposed Public Trust Institutivould be to
model the juridical and economic environmémtorder to create favorable conditions for comeiaization of
effects of scientific research. An intermediary med achieving this state of arts would be the rappement of
behaviors of presented two types of researchersed&ehers — Managers and Pure Researchers. Pjagingn
intermediary role between the innovation demand supply sides is far from being satisfactory. ltdlc utility
goal should be clear as well, as the authors utadetshe PTI as a non — profit organization.

Moreover, one should not confuse the proposedtinistn with Science and Technology Parks. Thesgkatforms
for cooperation between local high schools, scieanug advanced technology promotion centres anghotential
investors, where all the partners have their §gri¢fined roles. High schools should provide disight number of
well educated and highly specialised personnelelsag management and organisation specialistss@ieace and
advanced technology promotion centres should peoth@ technological and scientific know — how alavith a
constant technological and scientific developmeihthe young company. This task is being accomptshg
supplying information on the latest achievementfighis of research conform to enterprise’s profilee investor’s
role is to allocate his funds in most interesting @romising projects. The role of the Science &echnology Park
is to provide necessary buildings i.e. office roprassembly rooms, office infrastructure and orgational
assistance. But their role ends at this level. E¥&tience and Technology Parks improve the intiveaess of
local businesses, they do not have the means megess change the regional legislation and econakmic
environment. Nonetheless, their role should be ssarery positive.

Another connotation that automatically comes todrigthe resemblance of PTI tegional clustersIn authors’
opinion, regional clusters could become a conveniget not sufficient tool for achieving PTI's gealCreating
areas that bring together enterprises operatingpensame field will definitely improve the flow @finovations,
which has already been observed in Science andndkay Parks. However, a success in this field khowt
obscure the medium- and long — term objectivehiefRTI, which are the creating a dynamic innovatidriendly
economic microenvironment in order to allow a contius R2B & B2R cooperation.

Last, but not least, the PTI should not becomelmtatle to free and unrestricted development efiific research
or entrepreneurship in fields and activities otthem those currently supported or promoted in tkiergregion or
country. The founding of basic research, as weli@snal and other grant budgets, would remaiheatdiscretion
of national Ministries of Science and Ministriesefonomy.

The authors believe that the problem of improvitg tcommunication between R&D units and business
organizations can be solved by the proposed Piiblist Institution. Such a body would contributehe creation of
an innovative and entrepreneurship friendly envinent, it would also be able to positively influertbe regional
long — term development strategy. The proposedutisin should be considered as one of the possibligtions for
finding theBridge between the innovation supply and demand sides.
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