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1. Introduction —wider context of S&T intermediation system
in Estonia

The Estonian National Innovation System (NIS) has developed since year 2000. The
main document of this area is “Knowledge-based Estonia. Estonian Research and
Development Strategy 2002-2006”. Currently the strategy document “Knowledge-
based Estonia I1” is being ratified by Riigikogu (Parliament of Estonia). This
document gives genera vision for the Estonian NIS and lays out the principles and
procedures of its functioning but it does not have a regional dimension. Only one
regional innovation strategy exists in Estonia (Tartu regional innovation strategy).
The main actors and connections between actors of Estonian NIS are presented on the
exhibit 1. Because of the small size of Estonia and the shortage of capital it was
considered necessary to add special block for foreign partners and EU funds. (Annual
Innovation... p. 6) National Development Plan 2004-2006 is a document indicating
how EU Structural Funds' should be used in a country sets five lines of action for the
development of Estonia: development of human capital; improvement of national
competitiveness; agriculture, fishing and rura life improvement; infrastructure; and
local level development.

Exhibit 1. Main linksin Estonian NIS
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Source: Annual Innovation Policy Trends and Appraisal Report. Estonia 2004-2006.

The objectives of the Knowledge-based Estonia are the following: updating the
knowledge pool, and increasing the competitiveness of the enterprises. There are al'so
3 key areas defined in that document. These areas are user-friendly ICT and
development of the information society; biomedicine; and materials’ technology.
(Knowledge-based Estonia...) The next strategy document which is currently being
developed adds two more key areas — energy; and national defence. (Ministry of
Economic Affairs and Communication)

! The whole Estonia is in terms of the EU structural funds Objective 1 region.



The following overview of the administrative system is given based on the regional
profile prepared for the project EURO-COOP (for further information see

tive system has three levels: national level, county level (15) and municipality level
(227). Although, there are two types of municipalities: towns (33) and parishes (194),
there are no differences in the rights and responsibilities of cities and parishes.?

The decisions affecting longer term socio-economy development of the country, and
its regional development are made at the national level. Due to small size of country
(especialy in terms of population), not only policies such as foreign affairs or
defence, but all other sectora policies, including education, R&D, innovation and
regional development, are defined centrally. The county governments are expected to
act in implementation of various sectoral policies such as education or economic
development, as the representatives of the central government, but the agenda setting
and actual implementation power of the counties is compared to the ministries fairly
limited.

The counties are not independent administrative bodies. They act as the link between
the national and local level, which represent the national government at the regional
level. The head of the county is appointed by the government and is subordinate to the
Minister of Regional affairs — non-departmental minister working in liaison with the
Ministry of Internal affairs.

The main responsibility of the local governments is to take at the local level care of
everyday life. Although formally independent, they have only limited capacity to
influence their tax or other income. Most of the local governments are also very small
and have those only fairly limited bargaining power with the national level. The only
exceptions being larger cities like Tallinn and Tartu which do have much stronger
negotiating powers due to their bigger size. The responsibilities of the loca
governments are therefore largely set by the central government, which provides the
local level aso with resources for the fulfilment of the tasks delegated to them. The
most important responsibilities of alocal government include typically the provision
of basic and secondary education, transport and environmental infrastructure,
healthcare etc.

On the highest level of the Estonian National Innovation governance are the
Parliament and Government. Education and science policies in Estonia fall under the
responsibility of the Ministry of Education and Science, while the Ministry of
Economic Affair and Communication is responsible for the innovation and
technology policy. The third important institution in NIS is Research and
Development Council. This institution is the main strategic advisory body to
Government, chaired by the Prime Minister of Estonia.

The main organisations and institutions playing a role in the innovation system are
presented in the following table. There are four main universities — University of
Tartu; Estonian University of Life Science; Tallinn University and Tallinn University

% Estonia as the whole is, given the size of the population, seen according to Eurostat
classification both as the NUTS | and NUTS Il region. Southern-Estonia region as described
above is NUTS Il region EE008.


http://www.iccr-international.org/euro-coop/index2.html

of Technology. These universities are research partners for many enterprises and they
are also spinning-off quite many companies.

The first three institutes under the category of public and private research institutes
are public institutes and last three are private ingtitutes. IBS, Praxis and EIFS are
engaged in socia sciences and the first three are focused on the three key areas of the
strategy document. There are quite many different competence centres in Estonia -
Competence Centre of Cancer Research (CCCR), Competence Centre of Food and
Fermentation Technologies (CCFFT), Competence Centre in Electronics-, Info- and
Communication Technologies (CCEICT), Estonian Nanotechnology Competence
Centre (ENCC), Bio-Competence Centre of Healthy Dairy Products (BCCHDP) etc.
All of these are financed by Enterprise Estonia (see page 6). Through competence
centers the long-term cooperation between enterprises and research institutions is
supported with the intention to commercialize the results of R&D.

Table 1. Main organisations of the regional innovation system

Type of organisation Name of organisation
Universities and other higher | Estonian University of Life Science
education institutions Tallinn University of Technology

Tallinn University

University of Tartu

Public and privateresearch | Competence Centres

institutes/laboratories Estonian Biocentre

National Institute of Chemical Physics and Biophysics
Institute of Baltic Studies (1BS)

Praxis

Estonian Institute for Futures Sudies (EIFS)

S&T intermediaries between | Enterprise Estonia

research and business Tartu Biotechnology Park

Tartu Science Park

Tartu University Institute of Technology

Tehnopol

Networks of organisations Archimedes

activein thefield of
research, technology and

Chambers of commerce, Estonian Association of SVIES
industry and associations Estonian Business Association

Estonian Chamber of Commerce and Industry
Industry associations

Source: Annual Innovation Policy Trends and Appraisal Report. Estonia 2004-2006.;
Knowledge-based Estonia. Estonian Research and Devel opment Strategy 2002-2006; Tiits
2006.

The main S& T intermediaries between research and business are Enterprise Estonia,
Tartu Science Park, Tartu University Institute of Technology, and Tehnopol (Tallinn
Technology Park). Tartu Biotechnology Park is still very new. It was established in
February 2006. Enterprise Estonia and Archimedes are the public agencies under the
Ministry of Economic Affairs and Communication and Ministry of Education and



Science. Enterprise Estonia is the biggest intermediary institution in Estonia. The
overview of the four main intermediariesis presented in subsection 2.1.1.

The exhibit 2 gives an overview of the institutions in the Estonian NIS. As already
mentioned the highest legidative power belongs to the Estonian Parliament and
highest executive power to the Government. R&D Council is split into two sub-
commissions, one of them is headed by the Minister of Education and Science and the
other one by Minister of Economic Affairs and Communication. The main
administrative unit within the Ministry of Economic Affairs and Communication from
the standpoint of NIS is the Technology and Innovation Division. The execution of
innovation policy is the task of the Enterprise Estonia, which is the national
foundation for the support of enterprises. The Enterprise Estonia is a non-profit legal
entity established by the Government. (Annual Innovation...)

Exhibit 2. Organisational Chart of the innovation governance system
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Source: Annual Innovation Policy Trends and Appraisal Report. Estonia 2004-2006.

The Estonian Academy of Sciences and Science Competence Council are the bodies
which advise the Ministry of Education and Science on science and education issues.
The Estonian Science Foundation decides on providing grants to research projects.
These grants are available only to public research institution. (Annual Innovation... p.
10)



2. Profile of S&T intermediaries
2.1. General information

2.1.1. Status of S&T intermediaries

In Estonia there were four intermediaries interviewed in the process of SuperSME
project. These intermediaries were Enterprise Estonia (EE), Tartu University Institute
of Technology (TUIT), Tehnopol (Tallinn Technology Park) and Tartu Science Park
(TSP). The legal status of and territory served by these intermediaries are presented in
table 2. Three intermediaries are public foundations and one of them is the subunit of
University of Tartu. The Enterprise Estonia serves the whole Estonia. Others are
somewhat more but not exclusively focused on regional level activities.

Enterprise Estonia is the largest of the four and also largest intermediary in Estonia
This ingtitution provides finances, advice, partnership opportunities and training for
Estonian enterprises, research and development institutions and the public and the
third sector. Enterprise Estonia is one of the institutions responsible for the
implementation of EU structural funds in Estonia, as well as being the primary
provider of support and development programs targeted towards entrepreneurs.
Enterprise Estonia was founded in 2000 by the Ministry of Economic Affairs with the
aim of promoting the competitiveness of the Estonian entrepreneurial environment
and Estonian businesses. (Enterprise Estonia 2006)

Table 2. The lega status and service territory of the Estonian intermediaries’ sample

Intermediary L egal status Territory served
Enterprise Estonia Foundation The whole Estonia

Tartu University Institute of | Subunit of the Tartu Territory is not specified®
Technology University

Tehnopol Foundation North-Estonia and islands
Tartu Science Park Foundation Tartu and South Estonia

Source: Question 1.1. inthe S& T intermediaries’ questionnaire

Tartu University Institute of Technology coordinates the transfer of university’s
research results into production (commercialization of universities research output).
This activity is mainly financed by programs of Enterprise Estonia and European
Commission. (Tartu University Institute of Technology 2006) Tehnopol and Tartu
Science Park are somewhat similar institutions. The mission of the Tehnopol is
following: reduction of development risks of innovative enterprise via offering value-
adding services and high-level physical infrastructure. (Tehnopol 2006) The Tartu
Science Parks offers also a variety of services to start-up companies from fully
developed infrastructure and office services to business and management consultancy.
(Tartu Science Park 2006) Therefore, these institutions rent rooms to enterprises and
offer to them different services if necessary. Therefore, there are many enterprises
renting rooms in one building and previous may enhance the co-operation between
enterprises. The profile of these cooperating enterprises does not have to be similar.

% Most imporatant requirement is the linkage with Tarty University. Territory is not important.




Often the most profitable outcomes from cooperation come from the intersection of
enterprises with different profiles and from different sectors.

2.1.2. Sectors and research areas covered by S&T intermediaries

The largest ingtitution in Estonian intermediation system — Enterprise Estonia— is not
specialized on particular sector in its activities. The financing and support is based on
competitive projects and no particular sector is preferred to others (see table 3).

At the same time other three intermediaries (TUIT, TSP and Tehnopol) have some
specific sectors on which they are focused. Some sectors like biotechnology,
advanced materials, informatics and ICT are covered by all three intermediary
ingtitutions. These areas are similar to the key areas stated as priority areas in
Estonian Research and Development Strategy 2002-2006, Knowledge-based Estonia.
These key areas in Estonian research and development strategy are information
technologies, biomedicine and materials’ technology. (Knowledge-based Estonia
2002: 19)

Table 3. Sectors and research areas covered by intermediaries:

no specialisation 1 electronics 3 textiles
chemistry 2 mec_hamg:al 3,4 | optics 4
engineering

biotechnology 2, 3,4 | informatics 2,3,4 | logistics

medicine 4 robotics 4 ICT 2,3,4

food processing 4 metrol ogy 4 construction

advanced . . . .

materials 2, 3,4 | industrial design 4 transport equipment

mechanics 4 wood processing energy 3
other, please 2 (environ-

nanotechnol ogy 2,4 | agriculture eci% P mental
Specity technology)

* 1 — Enterprise Estonia, 2 — Tartu University Institute of Technology, 3 — Tartu Science Park, 4 — Tehnopol.
Source: Question 1.2. inthe S& T intermediaries’ questionnaire

There are aso areas, which are not covered by Estonian intermediary institution
(except EE). These areas are wood processing, agriculture, textile, logistics,
construction, and transport equipment. The majority of these sectors are considered to
be low-tech sectors. At the same time these sectors have long traditions in Estonia and
one possibility to improve the competitiveness of the low-tech sectors is to apply
result/outcomes/products of high-tech sectors in these traditional sectors. By doing
thisit could increase the value-added of the products produced in low-tech sectors and
also the competitiveness of these sectors. Therefore also the sectors not mentioned by
intermediary institutions could be covered indirectly because there are already some
signs of cooperation between enterprises belonging to high-tech and low-tech sectors.

2.1.3. Profile of assisted SMEs

The biggest of the four intermediaries — Enterprise Estonia — did not provide
information about the number of enterprises and groups of enterprises assisted in
2005. The main reason for that is the big amount of the data. EE has directly assisted



approximately 100 enterprises in 2005, but it aso has assisted enterprises indirectly
through other intermediaries (for example Tartu Science Park, TUIT etc.)

Three other intermediaries have assisted 160 enterprises averagely in 2005. Magjority
of assisted enterprises have been returning clients. The share of returning clients in
Tartu Science Park was 75%, in Tehnopol 79% and in TUIT 72%. There are very few
enterprises with more than 250 employees. Tehnopol has assisted one such enterprise
and TUIT 10 of such enterprises. Mainly the enterprises are micro enterprises and
SMEs. The share of micro enterprises is bigger in Tehnopol compared to the Tartu
Science Park and TUIT.

All of the three intermediaries except EE (EE has done it indirectly) have organised
group training, workshops and awareness rising activities to the groups of enterprises
in 2005. 130 enterprises participated in those events organised by TSP, 50 enterprises
organised by Tehnopol and 65 by TUIT. At the same time there exists a problem
linked to the awareness rising and networking activities in Estonia. The enterprises do
not consider those activities useful. Some of them have found a partner from these
events, but mainly no. At TSP one of the employees are currently writing a master
theses about the possibilities to increase the reputation of awareness rising activities
for enterprises. Another problem with network activities is linked to the low level of
international links (see section 3, 4, 6 for more information).

2.1.4. Human resources

The share of the employees dealing with the S& T intermediation is different across
the intermediaries interviewed during this project. In Enterprise Estonia the share of
S& T personnel is approximately 10%, in TUIT 5%, in Tartu Science Park 55% and in
Tehnopol 38%. The value of this indicator gives indirect information about the size,
activities and profile of the particular institution. For example EE and TUIT are larger
and engaged also in some other projects/activities besides S& T intermediation. At the
same time TSP and Tehnopol are smaller and more focused on S&T intermediation.
(see exhibit 3)

Exhibit 3. The number of employees by different categoriesin intermediaries
250
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Source: Question 1.3. inthe S& T intermediaries’ questionnaire



In EE, TUIT and TSP al employees dealing with the S& T intermediation are working
full time. Only in Tehnopol there are 4 persons out of 10 who are engaged in
intermediation activities partly (part time employees).

In al intermediaries majority of the personnel dealing with the S& T intermediation
are whether specially trained managers or have got some kind of training in the area
of the intermediation. In Enterprise Estoniaand TUIT, all the employees dealing with
the S& T intermediation are employed as managers (one of the managersin TUIT has
a PhD and one has degree in engineering). In TSP and Tehnopol there are also
engineers and researchers employed besides the specially trained managers who deal
with the intermediation.

All four intermediaries use external experts. Enterprise Estonia uses experts for
evaluation process of the projects. Therefore, the number of the experts used is quite
large (100 experts) but the time spent on S& T intermediation by external experts is
low (1%). The biggest share of time spent on S& T intermediation by external experts
isin Tehnopol (60%). In TUIT and in TSP the value of this indicator is respectively
5% and 10%.

2.1.5. Budget

The amount of budgets devoted to the S&T services differentiate between
intermediaries quite alot. EE allocates 24% of its budget (23 500 000 euros) to S& T
intermediation which includes also grants and subsidies. Other institutions do not
provide grants or financial support to their clients. Tartu Science Park is mostly
focused on intermediation, 60% of the budget on the bases of the budget share. The
TUIT and Tehnopol allocate respectively 7% and 13,5% of their budget to S&T
services. If we add up all financial resources channelled to the S& T services by these
4 intermediaries and calculate the share of each institution the importance of the EE is
obvious due to their role as major funding agency (see exhibit 4). 96% of the sum
allocated to S& T services by the four ingtitutions comes from EE. The share of other
three institutions is approximately 4%.

Exhibit 4. Division of the total amount of money allocated to S& T intermediation by
four intermediaries

1117 712
0 EE
B TUIT
OTsSP
M Tehnopol
959

Source: Question 1.4. inthe S& T intermediaries’ questionnaire



The exhibit 5 shows the sources of funding of the total budget and budget allocated to
S& T services. The funding sources of Enterprise Estonia are public national and
public EU. The importance of those sources are similar in total and S& T budget. The
Tartu University Institute of Technology funds its activities in providing S&T
services also from public national and public EU sources. The difference between
total budget and budget allocated to S&T services is in the importance of own
sources. In total budget own funds form 20%. At the same time own funds are not
used to finance the S&T services. Only institution which mentioned the use of the
money got from contracts with enterprises is Tartu Science Park. Besides the funds
from contracts TSP uses the public national, public EU, and own funds. It could be
mentioned that these three ingtitutions (EE, TUIT and TSP) relay mainly on public
national and public EU money. The relative division of funding sources of Tehnopol
is very different from division of the funding sources of other institutions. In
Tehnopol the main sources of finding are own funds. The contracts with enterprises
were not mentioned by the representative of Tehnopol, but most probably one part of
the own fundsis formed by the revenue gained from these kind of contracts.

Exhibit 5. Budget for total and S& T intermediation by source of funding

100 Total budget 10 S& T buget

80 80 i
60 - 60 i
40 40 -
20 - |:I 20 A

EE TUIT TSP Tehnopol EE TUIT TSP Tehnopol
@ Public national B Public EU @ Public national B Public EU
O Contracts with ent. 0 Own funds O Contracts with ent. J Own funds

Source: Question 1.4. inthe S& T intermediaries’ questionnaire)

In general the importance of private sources in funding the budget of the interviewed
ingtitutions is quite low. The only exception is Tallinn Technology Park Tehnopol
which uses mainly its own sources to fund the budget. Other institutions relay mainly
on public national and public EU funds. In EE, TUIT and TSP the most important
source of funding S& T servicesisthe public EU.

2.2. Categories of S&T intermediaries

S&T intermediaries are diverse organisations with different missions and scope of
service. This report introduces a categorisation of intermediaries based on distinctions
between (1) generic or sectoral orientation and (2) technological or non-technological
character of service.
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Generic — or multi-sectoral — intermediaries provide services to companies
independently of their sector. The examples can include both collective services such
as awareness raising campaigns and one-to-one services such as support for start-ups
and spin-offs. Sectoral intermediaries are specialised and focus on a particular sector
or technology field. Technological intermediaries focus on providing support for
development, commercialisation or transfer of technology whereas non-technological
services include activities with a focus on management and organisation, S& T staff
training and placement schemes, IPR etc. Some intermediaries may provide both
technological and non-technological services. These are referred to as “hybrid’.

The exhibit below presents the categorisation of S& T intermediaries active in the
Estonia. The classification takes into account S&T intermediaries having direct
contact with SMEs.

All the intermediaries covered by this survey belong to the hybrid category. The
services they provide have both technological and non-technological characteristics.
Also no intermediary is focused only on one sector of the economy. At the same time
TUIT, TSP and Tehnopol are more focused on the high-tech sectors like
biotechnology, advanced materials, informatics, ICT etc than EE. Previous can be
linked to the key areas mentioned in strategy document Knowledge-based Estonia.
Enterprise Estonia chooses the enterprises on the bases of the competitive calls with
no specific sectoral priorities.

Exhibit 6. Categorisation of regional S&T intermediaries

Generic Sectoral
Technological X X
Non-technological X X
Hybrid Enterprise Estonia, Tartu X
Science Park, Tartu University
Institute of Technology,
Tehnopol

Source: Question 1.2. inthe S& T intermediaries’ questionnaire
This kind of intermediaries’ division is quite usual for the small transition country.

More specific specialisation is not yet realistic considering the low experiences, small
number of enterprises and limited resources.

11



3. Service areas covered in regional S&T intermediation
system

3.1.General offer of S&T intermediation services

The following table (table 4) presents an overview of the service areas covered and
services delivered by the interviewed regional S& T intermediaries over last 2 years.
After the table a short description of the service categoriesis presented.

Table 4. Servicesintheregional S& T intermediation system

Number Number
of inter- of
media- services
S&T intermediation service area and services ries delivere
delive- d over
ring last 2
service years
Collective actions 300
awareness raising activities for enterprises (e.g. study visits, presentations and 2 g7°
conferences)
awareness raising activities for the scientific community on research 3 55
commercialisation and IPR
technology watch - analysis of evolution of the technological needs of the region 3 51
Collecting and disseminating information on relevant existing technologies 3 95
coordinating and disseminating information on available S&T services for companies 2 42
Support for technological and scientific cooperation 316
Technological audit — analysis and identification of needs of enterprises 2 115
Search for regional and national scientific partners for R&D projects 3 32
Search for international scientific partners for R&D projects 3 43
Search for regional and national industrial partners for R&D projects, and S&T 3 17
support
Search for international industrial partners for R&D projects, and S&T support 4 14°
Technical and legal support for preparing projects and agreements related to S&T 3 95
collaboration
Support for new product and service development 380
Technical assistance for preparing a feasibility study of the product/service 4 134
Assistance for developing a business plan for the new product/service 4 127
Assistance for prototype development (e.g. fast prototyping etc.) 2 63
Assistance for prototype testing 1 1
Support in product launch or service implementation 2 55
IPR and commercialisation 138
Initial IPR check for products and services before their development 3 104
Assistance in commercialisation of industrial research projects, identification of 3 20
results requiring IPR protection
Assistance in depositing patents and management of patent portfolio 2 14
Licencing 16
Industrial partner search for licencing 2 8
Preparing and negotiating conventions (licence agreements) 1 8

* One of the intermediaries did not provide the number of services because this institution
does this continuoulsy (everyday activity).

®> One of the intermediaries could not say the exact number of services delivered.

® In addition to the 14 international industrial partners Enterprise Estonia sent out 860 calls for
partners through different networks during 2005-2006.
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Number Number
of inter- of
media- services
S&T intermediation service area and services ries delivere
delive- d over
ring last 2
service years
Support to innovative start-ups and spin-offs 275
Legal support in creating a start-up 3 58
Legal support in creating a spin-off 2 52
Search for private financial partners for start-up/spin-off creation 3 55
Preparing cahier des charges and budget for spin-off creation 1 45
Monitoring and promotion of start-up/spin-off 2 65
Human capital mobility 0
Placement schemes between research and industry 1 0
Search for highly specialised R&D personnel 1 0
Search for highly specialised management personnel (e.g. innovation management, 1 0
knowledge management)
Networking and clustering
Supporting and creating business networks (B2B) 2 N/ A7
Supporting and creating networks of SMEs and research base (University, research 3 N/A
centres)
Supporting and creating clusters, and promotion of SMEs and research base 2 N/A
participation
Assistance in accessing public funding for RTDI activities 1158
Search for public funding and monitoring of public tenders 2 20
Assistance in accessing funds from EU Framework Programmes 3 93
Assistance in accessing funds from EU Structural Funds 2

Source: the table is based on information provided by 4 regional S&T intermediaries (part 2

inthe S& T intermediaries’ questionnaire).

Collective actions. All intermediaries included to the SuperSME project are active in
awareness raising activities for enterprises. The largest intermediary, Enterprise
Estonia, mentioned only this service from the first service category to be provided by
EE directly. At the same time EE has financed al so the awareness raising activities for
scientific community and disseminating information on available S& T services, but
EE has done it indirectly through different programs (for example Spinno program)
and these activities are carried out by other intermediaries. TUIT is the only
intermediary which mentioned the awareness raising activities for scientific
community as its core activity. EE is engaged with this activity through TUIT and the
TSP and Tehnopol consider this service as their secondary activity. Three
intermediaries deliver technology watch service— TSP, TUIT and Tehnopol. TSP and
Tehnopol consider this activity their secondary activity, but TUIT its core activity.
TUIT publishes the e-journal called “Novaator” and each number includes aso
articles about new technologies etc. At the same time R&D intensive SMEs need
more specific and in-depth technology watch.

Support for technological and scientific cooperation. The intermediaries are quit
active considering the services mentioned in this sub-section. All intermediaries

"It is not possible to name the number of services delivered in this sub-group. It is very
difficult to say that for example 3 networks were created or something like that. Therefore only
the number of the intermadiaries engaged in particular actitivities are presented in table 3.

8 One intermediary offering all services listed in this sub-section did not provided the number
of services delivered during 2005-2006.
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interviewed during this project provide the service “search for international industrial
partners for R& D projects, and S& T support”. Two of them mentioned this service as
their secondary activity (TUIT, TSP) and two as core activity (EE, Tehnopol). EE
sent out 860 calls to find partners for SMEs for technology transfer during the 2005
2006. Tehnopol has found 7 international industrial partners for its clients during the
same period. TUIT and TSP have found 5 international industrial partners each. Two
intermediaries offer the service of technology audit. Majority of technology audits
have been conducted through the intermediation of EE (93 technology audits), 22
technology audits have been conducted by Tehnopol. The latter considers this activity
its secondary activity. At the same time R&D intensive SMES have mentioned the
general level these services. Other services mentioned in this sub-section are provided
by three intermediaries— TUIT, TSP and Tehnopol.

Support for new products and service development. The number of services
delivered by interviewed intermediaries over last 2 yearsis largest in this sub-section.
Feasibility studies and assistance for development a business plans are delivered by
al intermediaries and all of them consider this activity their core activity. During
2005 and 2006 EE financed 62 feasibility studies. Along with the feasibility studies,
EE aso requires the development of the business plan. Based on these feasibility
studies and business plans 55 enterprises out of 62 applied for and received the
financial support for prototype development, which also indirectly includes the
support for product launch. Prototype development is also supported by TUIT. TSP
and Tehnopol does not deliver this service. Assistance for prototype testing is
provided only by Tehnopol which considers this asits secondary activity. Tehnopol is
also ready to provide assistance in product launch but it has not yet delivered this
service to any enterprise. In general the areas of prototype testing and product launch
are not quit well covered by intermediaries. These areas need further development and
improvement because these services are considered as important services by
enterprises.

IPR and commercialisation. Services in this area need further development and
improvements. TSP does not provide any of these services; Tehnopol has provided
services to two companies but right now they consider this as their secondary activity.
Currently Tehnopol is expanding its activities to this area and therefore the services
are under development. More active in this area are TUIT and EE. Every feasibility
study project financed by EE has to include also IPR check. EE has aso provided
assistance for concluding 14 technology transfer contracts. TUIT has done 40 IPR
checks during last two years. TUIT is aso the only intermediary which offers
assistance in depositing patents and management of patent portfolio as its core
activity. But in genera the quality of these services does not correspond to the needs
of small and medium sized research and development intensive enterprises. The
knowledge and competence of intermediaries’ employees is quit general, but small
research and development intensive enterprises need specific knowledge in narrow
patenting areas.

Licencing. The services in licensing area are provided by TUIT. They have searched
partners for licensing for 8 companies and have helped these companies during the
negotiation process. In principle Tehnopol is also ready to search partners for
licensing (as secondary activity) but it has not yet done it. The assistance in preparing
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and negotiating requires specialisation and more qualified workforce. Therefore
Tehnopol is not ready to deliver this service. At the same time enterprises are starting
to feel more need for these services in Estonia. But considering the smallness of
Estonia and the limited resources it is quit probable that intermediaries would be
ready to offer only standardized servicesin this area.

Support to innovative start-ups and spin-offs. Three out of four intermediaries are
delivering services in this area. EE does not provide any of these services. Tehnopol
supplies all of these services to al of its incubators (45 enterprises during last two
years). TUIT provides the legal support for enterprises in creating a start-up or spin-
off. It also searches private financial partners for start-ups/spin-offs but this is
considered to be secondary activity in TUIT. TSP is more engaged in monitoring and
promoting the start-up/spin-off companies (also connected with the incubation
activity). TSP is less active in areas of providing legal support to star-ups and
searching the private financial partners.

Human capital mobility. There is only one intermediary which is currently entering
this area of the services. This intermediary is Tehnopol. It has not yet search
employees for any enterprise, but the employees of thisintermediary are ready to do it
if there is any demand for this activity. In general small research and development
intensive enterprises are searching for personnel through personal contacts in Estonia.
Estoniais very small and people active in narrow and specific areas know each other
quit well. Enterprises also cooperate with specific faculties of universities to employ
the students after the graduation. These companies also offer students opportunities to
work during their studies and gain experiences and knowledge for the future. The
SMEs although experience problems with finding competent management personnel.

Networking and clustering. Active intermediaries in this sub-section are TUIT, TSP
and Tehnopol. TUIT is engaged in supporting and creating connections and networks
between enterprises and research institutions. Two parks — TSP and Tehnopol — are
active in al services mentioned under this sub-section. The networking is one of their
key activities and they are involved in it daily. Therefore it was impossible for
intermediaries to provide exact number of the services delivered during the last two
years. As already mentioned previously these kinds of events are not percelved as
very useful by enterprises. Therefore the managers of the companies value their time
gpent somewhere else more. More important for them are the participation at
exhibitions or some international networking events than national networking events.

Assistance in accessing public funding for RTDI activities. The assistance in
accessing public funding for RTDI activities is provided mainly by two
intermediaries. TSP is not engaged in these activities and EE provides assistance only
in accessing funds from EU Framework Programmes. TUIT and Tehnopol are
delivering all these services. TUIT is delivering information primarily for scientists
and Tehnopol for enterprises.

3.2.Services offered by category of S&T intermediary

Exhibit 7 presents the total number of different services mentioned in questionnaire in
each service category. Also it shows the coverage of these services by Estonian
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intermediaries. As shown on exhibit 7 there is one area that is uncovered by the
intermediaries of Estonia. This areais human capital mobility. Usually R&D intensive
SMEs are working quite closely with universities and this enables them to find
specialised personnel. At the same time the support is needed in area of finding highly
specialised management personnel. The assistance for prototype testing is provided by
only one intermediary and this service is provided as secondary activity. Other
services are provided as a core service by at least one intermediary. Previous could be
considered as strength of Estonian situation. At the same time the missing
gpecialisation may bring along the duplication of severa services by many
intermediaries and the quality of the services may suffer.

Exhibit 7. The number of core and secondary activities of generic-hybrid S& T intermediaries
in the different service areas.

Collective actions

oo

Assistance in accessing public
funding for RTDI activities

)

Human capital mobility

S/
¢
l"q‘@w Support for new product and

Networking and clustering service development

IPR and commercialisation

Support to innovative start-ups /
and spin-offs

—o— No. of service areas within each service category provided as core activity by
intermediaries o _ _ o
—o— No. of service areas within each service category provided as secondary activity by

intermediaries _ _ S _
= =/x = No of services mentioned in questionnaire in each service category

Source: the exhibit is based on information provided by 4 regional S& T intermediaries (part 2
inthe S& T intermediaries’ questionnaire).

The opportunity for the future may lay in specidisation of intermediaries. Some
intermediaries could specialise more on some sectors and through this raise the
quality and sector-specificity of services. At the same time the speciaisation has to
cover quite a lot of sectors not only one or two sectors. Otherwise the devel opment
could be hampered by the scarce recourses of intermediary and/or small number of
enterprises which should be targeted by these specified services. Another solution to
this situation may lye in supporting the enterprises financialy in buying these specific
services from foreign private enterprises. In Estonia R&D intensive enterprises are
actually already doing this but these services are quite expensive for SMEs. The third
possibility is to increase the knowledge and experiences of employees working in
Estonian intermediaries without specialization on some sectors. The last solution just
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takes time and when the experience is gained the market may already need other types
of services. Therefore the needs and services provided could be mapped periodically
to receive the necessary knowledge about the changes in markets.
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4. Matching S&T services offer with the needs of SMEs

The exhibit 8 shows the number of enterprises which received the services from the

intermediaries and number of enterprises which have mentioned some services as

missing in Estonia. Enterprises which brought out that some services are needed but

unavailable can be divided into three groups:

1) enterprises which feel the need for some services but these services are not
provided by intermediaries,

2) enterprises which do not know that some services needed by them are actually
provided by the intermediaries or

3) enterprises which are not satisfied with the service quality/specificity provided by
intermediary.

Exhibit 8. Services received and unavailable in the regional S& T system according to SMEs
(N=10)

Assistance in accessing public funding === 1
=

Networking and clustering %
Human capital mobility “ 3
Support to innovative start-ups and spin-offs - %
L
Licencing “ 3

IPR and commercialisation

3
Support for new product and service devel. h 4 7

Support for technological and scientific coop.

]

Collective actions 5

0 1 2 3 4 5 6 7 8
O Service received B Service needed but unavailable

Source: the exhibit is based on information provided by 10 enterprises (part 2 in the SMES’
guestionnaire).

Sometimes enterprises are just not satisfied with the quality/specificity of the
provided services. Enterprises want more specific and in-depth services but the
services provided by intermediaries are not specific enough. In this case enterprises
have to create this knowledge by themselves inside the enterprise and/or buy these
services from the private enterprises. These private enterprises are usualy foreign
enterprises. Mainly the scarcity of services is felt in following areas: sector specific
in-depth technology watches and audits, product launch and prototype testing,
patenting, licensing, finding a management personnel and legal support for starting
start-ups and spin-offs, and international side of networking activities. Support for
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start-ups is not problematic for interviewed enterprises, because most of them were
established some time ago. At the same time many of them mentioned that they used
the help of private juridical institutions to start their enterprise.

Six enterprises have not been satisfied or feel services to be unavailable in the
category of collective actions. Actually all services mentioned in this category are
supplied by at least one intermediary as part of their core activity. But enterprises are
not satisfied with the specificity of the services offered in this category of services.
The representatives of enterprises feel that the employees of intermediaries have to
enhance their knowledge on technological watch and information disseminating about
relevant existing technologies. R&D intensive firms need very specific knowledge
and right now they feel that employees of intermediaries are not able to give them this
specific knowledge. Some of the enterprises also mentioned the need for the list of
available S& T services which are available for firms.

Four enterprises have mentioned that there is not enough support for new product and
service development. Mainly the enterprises are not satisfied with the services
targeted to prototype testing, product/service launch and feasibility studies. For the
prototype testing there are amost no services offered by intermediaries. Product
launch is supported indirectly through financing the applied research and product
development. At the same time the product launch could also be supported indirectly
by finances, human resources and building infrastructure necessary for production of
new product. The technical assistance in feasibility studies are offered by
intermediaries but enterprises mentioned the low level of specificity which is
necessary for R&D intensive enterprises.

In the area of the IPR and commercialisation enterprises mainly use private
enterprises or increase their own competence. Again the reason is the specificity of
the IPR that R&D intensive enterprises need. Similar problems exist aso in the area
of licensing but licensing is not yet very actual in Estonian SMEs. In the area of
human capital mobility enterprises feel the need for services linked to search for
highly specialised management personnel. Usualy the R&D personnel are found
through enterprise’s own contact but in case of management personnel enterprises feel
the need for support. At the same time intermediaries do not provide services for
enterprises in this area. There also exist some problems in the area of networking and
clustering. There are several servicesin this area, but the efficiency of these services
and activities is perceived as low by enterprises. Also SMEs feel the lack of
competencies of intermediaries’ employees in the area of finding competences/useful
contacts abroad.

The reasons for not applying for services provided by intermediaries are following:
e Servicequalitiesare low,

e Current services provided are not relevant to enterprise’s needs,

e Not enough information about the intermediaries and their services.

Besides the above mentioned reasons also the bureaucracy is mentioned as an
obstacle for applying. In a word, the reasons for not applying for the services are
similar to the reasons why enterprises are not satisfied with the services provided by
intermediaries.
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Although SMEs are not satisfied with some of the services provided by
intermediaries, the spectrum of services offered is very wide. Also some of the areas
and problems enterprises experience should be left to market forces. All problems
mentioned by enterprises cannot be solved through the intervention of the public
sector. Otherwise the competition may be substituted by regulations and public sector
support measures.

Taking into account the limited resources of intermediaries it could be better to
organize trainings for SMESs in some specific areas (for example technology watch
and technology audit) and through these training increase the competence of SME’s
employees. But whilst interviewed SMEs mentioned the scarcity of qualified/sector
specific knowledge inside intermediaries, these trainings should to be carried out by
specialist outside intermediaries.

In conclusion amost all the services presented in table 4 are offered by Estonian
intermediaries. There are no services in only one category — human capital mobility.
Also only one out of four intermediaries provides services in areas of licensing and
prototype testing. At the same time enterprises are not totally satisfied with the
services offered by intermediaries. Enterprises feel that services are not specific
enough and/or the employees of intermediaries do not have enough in-depth
knowledge for providing high quality services for R&D intensive SMEs.
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5. Cooperation within regional S&T intermediation system
5.1.Main cooperation pattern

5.1.1. S&T intermediaries’ perspective

This subsection of the report gives an overview of the cooperation activities in
Estonian S&T intermediaries. On exhibit 9 there are presented two different lines.
One of them describes the intensity of the collaboration with other actors in Estonia
across al intermediaries participated in this survey and other across those
intermediaries which actually cooperate with particular group of actors. The intensity
of the collaboration was evaluated on the bases of 5-step scale. 5 stands for very
strong link and 1 for no link. In general the intermediaries used the scale from 3 to 5.
None of the intermediaries used 1 or 2 to describe the intensity of the collaboration
with other actors. Previous is probably caused by the definition of links’ intensity.
There are very many actors with which the intermediaries have potential link or no
collaboration activities. Therefore these links were remained unmentioned by
intermediaries.

Exhibit 9. Collaboration of hybrid-generic S& T intermediaries with other regional actors

Universities and other higher
education institutions

Other relevant RDTI Public and private research
institutes/laboratories

Private companies and private
consortia

& T inetrmediaries between
research and business

Networks of organisations
active in the field of research,
technology and innovation

—o— Average intensity of contacts of intermediaries which cooperate with particular

type of organisations . .
—=— Average intensity of contacts across all intermediaries

Source: the exhibit is based on information provided by 4 intermediaries (part 3in the S& T
intermediaries’ questionnaire).

There are three groups of actors with which al the intermediaries cooperate. These
groups of actors are universities and other higher education institutions, public and
private research institutions/laboratories, and private companies. All intermediaries
covered by survey have at least one partner belonging to these groups. All
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intermediaries collaborate with Tallinn University of Technology (TUT) and three out
of four with University of Tartu (UT) (TUIT is a R&D institution belonging to the
University of Tartu), Estonian University of Life Sciences (EULS) and Talinn
University (TU). These four universities are main universities in Estonia. Main
institutes belonging to group public and private research institutes/|aboratories with
which intermediaries mainly cooperate are Estonian Biocentre and National Institute
of Chemical Physics and Biophysics. Previous could be influence by the fact that
biomedicine is mentioned as one of the key areas in strategy documents “Knowledge-
based Estonia Estonian Research and Development Strategy 2002-2006” and
“Knowledge-based Estoniall”.

All intermediaries collaborate with private companies. Tartu Science Park and
Tehnopol cooperate mainly with companies in active client base. TUIT cooperates
mainly with enterprises spinned off from Tartu University and EE with enterprises
they have financed through different support measures. There exists also collaboration
between all intermediaries covered by survey. Some of these intermediaries are not
directly linked with each other but they are indirectly link through other organisations.
These links are presented more explicitly on exhibit 13.

5.1.2. SMES’ perspective

This subsection of the report gives an overview of the cooperation activities in
Estonian R&D intensive SMEs. On exhibit 10 there are presented the intensity of
cooperation activities of SMEs.

Exhibit 10. Collaboration of SMEs with other regional actors

Universities and other higher
education institutions

Other relevant RDTI
organisations

Public and private research
institutes/laboratories

Private companies and private
consortia

Regional S& T policy-makers

& T inetrmediaries between
research and business

Chambers of commerce,
industry and associations

Networks of organisations
active in the field of research,
technology and innovation

—O— Average intensity of contacts of SMEs which cooperate with particular type of
organisations

—=— Average intensity of contacts across all SMEs

Source: the exhibit is based on information provided by 10 SMEs (part 3 in the SMES’

guestionnaire).
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On exhibit 10 there are two different lines. One of them describes the intensity of the
collaboration activities of SMEs with other actors across all SMEs and other across
those SMEs which cooperate with particular group of actors. The intensity is
evaluated on the scae from 1 to 5 (similar to evauation of intermediaries’
collaboration intensity). The cooperation intensity between SMEs and other relevant
RDTI organisationsis equal to zero, because SMES’ questionnaire did not include the
guestion about this group of actors.

Two out of ten enterprises do not cooperate with anyone. Eight companies cooperate
with universities and other higher education institutions. The share of enterprises
cooperating with universities is therefore quit high compared with the cooperation
activities evaluated in Estonian CIS4. The reason may lay in specificity of firms
covered by the questionnaire. All firms participated in this survey are small or
medium size R&D intensive firms. Some of them have very strong links with
universities. Those enterprises which cooperate with universities evauate the link
averagely to be strong (average vaue 3,8).

There is adso quite strong links between SMEs and Estonian intermediaries. 7 firms
out of ten mentioned Enterprise Estonia as a partner (average intensity of the link is
equal to 4). Three enterprises have collaborated with TSP (average intensity of the
link is equal to 3), and two with TUIT (average intensity of the link is equal to 3) and
Tehnopol (average intensity of the link is equal to 4). Enterprises have also
collaborated with different policy makers.

5.1.3. Comparing S&T intermediary and SME perspectives

Exhibits 11 and 12 summarize the findings presented in subsections 5.1.1 and 5.1.2.
Exhibit 11 shows the intensity of collaboration in Estonian intermediaries and
enterprises. These results include aso information about those firms and
intermediaries which do not cooperate with particular groups of actors. Exhibit 12
takes into account only results of cooperating intermediaries and enterprises.

Exhibit 11 shows that the collaboration intensity with different actors is smaller for
enterprises than for intermediaries. This could reflect the different role of
intermediaries. Intermediaries may be better connected and also cooperate more than
average enterprise because of its specific functions. At the same time the differencein
cooperation intensity could be caused by difference in number of institutions covered
by questionnaires and the share of cooperating institutions in each category. Because
of the small number of institutions, small change can influence results quite
significantly.

Exhibit 12 reflects the cooperation intensity of only those intermediaries and SMEs
which cooperate with specific group of actors. As you can see, the differences
between intermediaries and SMEs in collaboration intensity are smaller thank on
exhibit 11 or almost non-existent.

In conclusion it could be said that if SMEs and intermediaries cooperate, they
evaluate the cooperation activities quite highly and cooperation intensity is quite high.
The perceived importance of contacts was rarely evaluated to be less than 3. Also
SMEs and intermediaries have quite a lot cooperation partners and the share of
cooperating institutionsis high.
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Exhibit 11. Collaboration of S& T intermediaries and SMEs with other regional actors

Universities and other higher
education institutions

Other relevant RDTI Public and private research
institutes/laboratories

Private companies and private
consortia

Networks of organisations
active in the field of research,
technology and innovation

—&— Average intensity of contacts across all intermediaries

—&— Average intensity of contacts across all SMEs

Source: the exhibit is based on information provided by 10 SMEs and 4 intermediaries (part 3
inthe SMES’ and S& T intermediaries’ questionnaire).

Exhibit 12. Collaboration of S& T intermediaries and SMEs with other regional actors

Universities and other higher
education institutions

Other relevant RDTI

organisations /

Regional S& T policy-makers
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Public and private research
institutes/laboratories

Private companies and private
consortia
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active in the field of research,

technoloav and innovation

—o— Average intensity of contacts of intermediaries which cooperate with particular type of
organisations

—A— Average intensity of contacts of SMESs which cooperate with particular type of
Source: the exhibit is based on information provided by 10 SMEs and 4 intermediaries (part 3
inthe SMES’ and S&T intermediaries’ questionnaire).
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5.2.Mapping S&T intermediation system

Exhibit 13 shows the network structure of Estonian intermediaries. To depict the
difference in cooperation intensities lines with different style are used (see exhibit
13). The TUIT and UT are connected with each other using different line and dash
style because of the specific link between these institutions. TUIT is the sub-unit of
University of Tartu.

Different private enterprises with which intermediaries cooperate are presented on
figure using only one big circle. Those Estonian institutions which cooperate with
only one intermediary out of four on the bases of conducted interviews are left out.
Previous helps to simplify the figure.

All intermediaries cooperate quite intensively with universities and public research
institutes. Also al intermediaries are collaborating with each other. There are direct
links between EE, TSP and TUIT. Although EE did not mentioned TUIT as its
collaboration partner explicitly in questionnaire the link between these two
intermediaries actually do exist. The reason could lay in the fact that TUIT is a sub-
unit of University of Tartu and with University of Tartu EE has strong link. Tehnopol
is linked to other intermediaries through TSP and Tartu Biotechnology Park (TBP).
Although representative of Tehnopol did not mention Ministry of Economic Affairs
and Communication and Ministry of Education and Research as collaboration
partners, the links between those institutions exist through supervisory board of
Tehnopol. The supervisory board of Tehnopol includes two representatives from both
ministries. Also whilst Enterprise Estonia is strongly linked with Ministry of
Economic Affairs, Tehnopol has also indirect link with EE.

In Estonia the competence centres are quite successfully integrated with the
intermediation system. Three of them collaborate with two intermediaries. EE and
Tehnopol have strong links with Competence Centre of Cancer Research, and EE and
TUIT have strong links with Estonian Nanotechnology Competence Centre and Bio-
Competence Centre of Health and Dairy Product. EE has additional links with other
existing Competence Centres but these centres do not cooperate with other
intermediaries included to this survey and therefore are left out of the exhibit 13.
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E xhibit 13. Network of Estonian hybrid-generic intermediaries (the exhibit is based on information provided by 4 intermediaries (part 3inth e S& T
intermediaries’ questionnaire).



