European Parliament Resolution on Implementing the Community Lisbon Programme: More Research and Innovation – Investing for Growth and Employment: A Common Approach

1.
Rapporteur: Pilar del Castillo Vera (PPE-DE/ES)
2.
EP reference number: A6-0204/2006 / P6_TA-PROV(2006)0301

3.
Date of adoption of the Resolution: 5 July 2006

4.
Subject: More Research and Innovation - Investing for Growth and Employment

5.
Brief analysis/assessment of the Resolution and requests made in it:

The Resolution concerns mainly the Commission Communication of 12 October 2005 “Implementing the Community Lisbon Programme: More Research and Innovation - Investing for Growth and Employment: A Common Approach”. It also draws inspiration from the Aho report, in particular regarding the analysis of market fragmentation, structural barriers and lack of human resource mobility in Europe as factors for the poor progress towards the Lisbon objectives.

The Resolution is very positive and supports the Commission’s broad based approach to innovation policy that does not only include the elements listed in Integrated Guidelines 7 and 8 of the Lisbon follow-up but includes other policies that have an important impact on the innovation performance of European enterprises, such as better regulation, state aid and education.

The main points of the Resolution can be summarised as follows:

· Stresses on several occasions the importance of SMEs for innovation, including their involvement in European Technology Platforms and their need for support services and better access to finance,

· Recognises the importance of access to finance for innovation, in particular pre-seed financing and business angels,

· Supports the 3% objective,

· Is in favour of tax incentives for fostering innovation and the adaptation of the state aid system to help innovative and small businesses,

· Proposes that European Structural Funds should be seen as a key means of supporting research and innovation capacity, especially in the pursuit of cohesion;

· Underlines the need for efforts in the field of education, training and life-long learning,

· Calls for making research careers more attractive, stop the brain-drain and create an internal market for researchers,

· Calls for more university-enterprise collaboration and exchanges,

· Puts emphasis on the role of IPR for innovation,

· Supports the Commission’s cluster initiative to internationalise clusters and foster centres of excellence,
· Calls for examining the present governance structures in Europe for innovation, but without indicating any solution. This issue could be addressed in the umbrella communication on innovation for the Finnish Presidency that will be adopted in September,
· Reminds that innovation efforts should not only serve improving competitiveness, but also create new employment opportunities and ecologically sustainable development.

6.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

Some issues, such as the emphasis on human resource and skills and the improvement of the innovation governance systems, could be integrated into the debate during the Finish Presidency on a “broad-based European innovation strategy” as demanded by the European Spring Council 2006.

	Essential points in the EP Resolution
	Position of the Commission

	Education
	

	Member States should promote entrepreneurship from the early stages of education and to strengthen support for life-long learning by actively encouraging ICT training amongst both the employed and unemployed persons; should be included in Lisbon strategy with ownership of MS. (1, 2)
	This corresponds to the Commission’s education, life-long learning and e-skills activities.  The inclusion in the Integrated Guidelines in the context of the Growth and Jobs strategy seeks to ensure MS ownership.

	Contact with science and research should commence at school, (7)
	This is in line with work under “Science and Society” in Research Framework Programme (FP).

	Researchers’ careers and mobility 
	

	Need to raise the profile of scientific career paths and promote existing incentives and awards such as the Descartes, Aristotle and young scientist's awards; also with a view to  encouraging the sharing of scientific knowledge (3, 6)
	Is in line with work under “Human Potential” in FP as well as with the different initiatives launched as regards the implementation of the integrated strategy on human resources and mobility (COM(2003)436)

	Firmly supports the necessary objective of a single market for researchers (5)

Greater support to be given to the best European researchers, especially early-stage researchers, in the form of more attractive working conditions, the reduction of legal, administrative and geographical barriers, and the equal treatment of European researchers with their foreign counterparts (4)

Obstacles to researchers’ mobility should be eliminated by improving their status and career development, objectives which cannot be achieved without improving cooperation between Member States on taxation and the transfer of certain social benefits (7)

Joint European skills chart would be useful for mobility (9)
	This is in line with initiatives undertaken by the Commission as regards the above mentioned implementation of the integrated strategy on human resources and mobility, and more in particular the implementation of the Commission Recommendation on the European charter for Researchers and the Code of Conduct for their Recruitment (C(2005) 576) and in the context of the open method of coordination.

The work on recognition of diploma is also progressing well.

	Supports the European Charter for Researchers and a Code of Conduct for the Recruitment of Researchers, (8)
	This is in line with Commission activities. See above, moreover, the process is made visible as undersigning organisations are published on: http://europa.eu.int/eracareers/europeancharter
Member States, universities etc. are recommended to implement them.

	… also as an incentive to the best foreign researchers to pursue their careers in Europe, either permanently, or temporarily as part of a cooperation agreement through a specific policy of granting short term visas;(8)

Fight brain-drain through third country exchange programmes like Erasmus mundus (9)
	This is in line notably with recent Recommendations and the Directive on long-term and short-term admission of third-country researchers.

	University/research - enterprise links
	

	Necessity to promote creative collaboration between university research staff and the business sector (7)

Underlines the role of universities in the creation and dissemination of knowledge. Calls for strengthening the links between higher education, research, LLL and enterprises. (11)
	This has particularly been addressed as one of the priority areas in the Communication: delivering on the modernising agenda on universities: education, research, innovation ((COM(2006)208 of 10/05/2006), and it will also be one of the aims of the forthcoming Communication on knowledge transfer between public research (notably universities) and industry, planned for November 2006.

	Urges Member States to help put institutes for applied research in closer contact with industry, incubators and neighbouring science or industrial parks, enabling them to achieve critical mass;(28)
	This is consistent with the Commission work on clusters which seeks to support and facilitate Member State activities in this area.

	Non-technological innovation
	

	Urges the Commission and the Member States to institute and promote European prizes for innovation;(12)
	The PRO INNO Europe project for a design prize will be launched in 2006.

	Promote the integration of products, processes and knowledge-based services and the introduction of different support systems into non-technological sectors; (13)

Social innovation and institutional innovation;(13)
	IRCs and IPR Helpdesk services are also open for service sector and will further develop their advice on non-technological innovation under Competitiveness and Innovation framework Programme (CIP).

	SMEs and research
	

	Offer selected SMEs with a particular flair for innovation and business creation limited additional research support for their ventures;(14)
	Possibilities exist through the FP. Forthcoming communication on tax incentives for research may also address the specific case of “young innovative companies”.

	Ensure an adequate participation of SMEs in R&D by taking concrete measures such as earmarking a portion of research funding for SMEs;(15)
	The Commission aims to ensure a strong and beneficial SME participation in R&D activities, especially in the "Co-operation" programme of FP7. For this purpose, there is a need for a strategy to be developed in each theme of FP7, and for concrete measures across the whole FP7 to promote and facilitate the participation of SMEs. Those measures should consist in particular in:

· supporting actions to increase awareness of SMEs and provide them assistance in the preparation of proposals;

· taking better into account SMEs needs and potential in developing the content of the thematic areas in FP7 specific programmes and work programmes;

· increasing the flexibility in choosing the appropriate funding scheme (size and scope of project. 

The Commission is not in favour of earmarking a portion of research funding for SMEs, as this would hinder the necessary flexibility in the implementation of FP7. Nevertheless, should a quantitative approach be adopted, it would be more appropriate to establish indicative targets for each relevant theme at the level of work programmes and in collaboration with the Programme Committee.

	More SME involvement in European technology platforms would help address these issues;(29)
	This is being addressed on a case by case basis.

	Intellectual property – Community patent

Indicators - Licence revenues
	

	Protection of intellectual property must not interfere with open access to public goods and public knowledge;

urges the Commission to promote a socially inclusive knowledge-based society by supporting, for example, free and open source software and licensing concepts like GPL and PDL;(18)
	This is not balanced, and not in line with Commission policies on IPR and open source business models.

It is incorrect to say that IPR should not interfere with open access to public goods and public knowledge. Both business models are equally important and it should be left to the businesses to decide which model to use.

It is however in line with respect to open access to public goods and public knowledge and socially inclusive knowledge based society which sets a reasonable, a workable and non-discriminatory balance between proprietary models based on IPR and e.g. open free and open source concepts.

	End the stalemate over the draft Community patent. (25)
Need for improved reciprocity between the European, United States' and Japanese patent systems; stresses that an integrated Community patent system based on democratic legal standards must be part of an innovation strategy, in which it is essential to ensure a balance between protection of industrial property, dissemination of technical knowledge and free and unrestricted competition; underlines that the purpose of the protection provided by a patent is the safeguarding of an invention and not the controlling of market sectors;(24)
	The Community patent remains a priority for the Commission. It is also part of the public consultation launched by the Commission in January to collect all stakeholders' views on the future patent policy in Europe. Stakeholders were also specifically asked to give their views on the basic principles of the patent system. The intention of the consultation was to make sure that any possible new initiative in the field of patents respects the stakeholders' needs. The consultation continued with a public hearing on 12 July.

It is unclear what is meant with “reciprocity”; if this is a reference to mutual recognition, this is clearly ruled out for the time being, due to some profound differences between the 3 systems.  Mutual exploitation of the work of other Patent Offices, on the other hand, is already being considered, in particular in the framework of the Trilateral Cooperation (see http://www.trilateral.net).

Democracy (cf. “democratic legal standards”) is ensured by the fact that the European Patent Organisation (controlling the European Patent Office, and responsible for updating the European Patent Convention, on which the patent laws of all EU Member States are based) is an intergovernmental organisation in which its 31 contracting States are democratically represented (see http://www.european-patent-office.org/epo_general.htm#organ).

	Draws the attention of the Commission and the Member States to the recent changes concerning the protection and dissemination of scientific know-how, to the success of scientific reviews published with free access and to the "Science Commons" licence;(26)
	“Science Commons” is a US-based organisation affiliated to the MIT that aims to develop a licensing system adapted to the Internet era and tried to strike that balance between a fast circulation and inter-connection of scientific knowledge and a fair return on it. The Science Commons Licence System is still work in progress due to open questions regarding liability issues, compatibility to existing IPR protection and licensing systems.

	Create a general reporting system to monitor indicators such as revenues from contract research, patents filed and granted, licences and revenues from licensing, the number of active contracts, the number of client enterprises (including SMEs) and the number and development of spin-offs, with qualitative interpretation;(27)
	There is ongoing work with EUROSTAT and the European Patent Office to improve statistical data on these topics.

	Innovation support services ; SMEs and innovation
	

	Need for regional info-points for the coordination of relevant information regarding research and innovation;(19)
	Exist in the form of IRCs / EICs (and to a certain extent the National Contact Points for FP7). The anticipated merging / streamlining of IRC/EIC services is also expected to create more regional info points able to offer SMEs a full range of necessary services.

	Urges the Commission to provide information on the protection of intellectual property rights;(17)
	The IPR Helpdesk funded by the European Commission provides this.

In addition, the Commission has taken a number of initiatives and is working closely together with the European and National Patent Offices, e.g. for the “training of trainers” in IPR support services to bridge the gap between IP-experts and companies (start in September 2006).

	Urges the Commission, in cooperation with the Member States, to provide SMEs with a framework of structural assistance to upgrade their knowledge management and technological resources, …;(38)
	The IRCs/ EICs provide an EU contribution to this. The Structural Funds’ give the MS further possibility to finance SME assistance.

	Networking between SMEs and large contractors from both the private and the public sector can play an important role in reinforcing innovation; (44)
	This is in line with the FP approach.

	Clusters, poles of excellence
	

	Proposes the Europeanization of national clusters, conglomerates, co-operatives and consortia to increase competitive power and critical mass, including multidisciplinary research, mature industries and start-ups;(21)

Importance of creating poles and zones of innovation at regional level and of their networking with corresponding structures in other regions and Member States or third countries;(22)

Key European sectors continue to suffer from poor coordination and integration, bottlenecks, and poor knowledge management; (29)
	This is in line with the Commission’s cluster initiative (in particular the Europe INNOVA cluster networks and the European Cluster Alliance) and the Regions of Knowledge projects which seeks to promote such activities.

	Urges clear target setting in the creation of centres of excellence, all of which should have creativity labs;(23)
	This is convergent with Commission proposals for EIT (although the reference to “creativity labs” is unclear).

	Access to finance, spin-offs
	

	Need to support researchers in accessing pre-seed financing which enables them to fund activities aimed at proving to investors that a new technology has a certain level of commercial and technical viability;(30)

Important role of business angels (34)

Adequate venture capital (37)
	Most Member States already have grant schemes to support market and technical proof of the concept activities at seed and pre-seed stages.
In the ongoing reform of the state aid rules, the Commission is paying particular attention to targeting support where this is genuinely needed to address market failures in access to venture capital finance, without crowding out private investment.  On 19 July 2006 the Commission adopted new Guidelines on state aid to promote risk capital investments in small and medium sized enterprises.
The real gap in risk capital supply is, however, at the first commercialisation stage (start-up, 2nd / 3rd year). The Commission intends to fill this market gap with the GIF 1 facility as part of the CIP.

Business Angels are the biggest investors in absolute terms in Europe and US in early stage ventures.

Policy recommendations to support seed and pre-seed investments and Business Angels will be issued following the specialised expert groups advice according to the recent Communication ”Financing growth: the European way”.

	Importance of creating spin-offs as a means to commercialise research results, and, in particular, the importance of providing credit facilities for this purpose;(32)
	This is in line with the Commission position.

	Individually negotiated loans and grants, where the precise form of the instrument is determined in close contact with customers, will lead to the effective use of funds in terms of volume and time-to-market, focused on real needs;(36)
	Individually negotiated funding will entail supporting the much higher costs to draft ad hoc contracts as opposed to adhesion contracts based on templates.  It would be better to support the drafting of a larger number of models of adhesion contracts which also offer in general more legal guarantees against the strong party, the bank or risk capital investor. Better contracts could also defend Business Angels against dilution when searching for later financing rounds and foster investments.

	Provide SMEs with improved access to funding (39)

Easier and wider access to loans from the European Investment Bank for businesses, particularly SMEs which are most in need of encouragement in the field of innovation and research;(40)
	Mezzanine and other schemes adapted to product and process innovation are already being implemented around Europe. Loan and micro-credits guarantees and grants to financial intermediaries to lower the due diligence costs are budgeted in the new CIP and managed by the EIF.

	Proposes a 'single fund structure' to avoid the double taxation of investors located in one Member State investing through a fund in another;(49)
	This is included in the actions announced in the Communication “Financing growth: the European way”.

	Structural Funds
	

	Structural funds should be seen as a key means of supporting research and innovation capacity, especially in the pursuit of cohesion; proposes a trebling of the amount of structural funds to be spent on research and innovation;(41)
	The Commission supports increasing the levels of investment in research and innovation using the Structural Funds, as set out in the Community Strategic Guidelines on cohesion policy 2007-2013. The “Lisbonising” of the Structural Funds aims at investing 60-75% in all types of Lisbon-related activities. The Commission does, however, not believe that standard expenditure targets and quotas for specific areas – such as innovation and research - make sense as they do not take account of regional diversity, the capacity of a Member State or region to absorb expenditure.

	Invites MS to better use the Community funds, in particular for the creation of employment, and suggests to invest more than 35% of the Social Fund credits in the modernisation of their education and training systems.(56)
	The Structural Funds Regulation due to enter into force end July leaves MS free to decide on the appropriate use of EU structural funding provided it is coherent with the Community Strategic Guidelines for Cohesion and the National Reference Frameworks (apart from the earmarking of certain expenditure for "Lisbon actions"). This will help achieve a change of focus from the means to the results.

	State aid, fiscal incentives
	

	Commends the sweeping reform of the EU's State aid rules, shifting subsidies from big, ailing companies to small and innovative businesses;(45)
	The Commission welcomes Parliament's support for the ongoing reform of the state aid rules, which is governed by the principle of less and better targeted aid.  More refined economic analysis is being used to focus aids on genuine market failures.  Following the consultation on the Commission's September 2005 Communication on state aid for innovation, a revised Framework for state aid for research, development and innovation will be adopted in November.

	Proposes the implementation of a tax credit system to encourage the service sector to take an interest in research findings and their implementation;(48)
	The service sector will benefit from the horizontal guidance that the Commission will provide on tax incentives for research (Communication planned for November).

	Innovation system & governance
	

	Need to examine whether the current structures and mechanisms with particular expertise in innovation are adequate to ensure a broad approach to innovation and able to promote it by contributing to a better coordination of action and policies;(50)
	Innovation policy and performance analysis (TrendChart and EIS) and the Lisbon process provide the basis for this examination.

The discussion on a “broad-based innovation strategy for Europe” under the Finnish Presidency could aim to develop solutions.

	Concern that, even if the vital importance of promoting technological research and innovation is recognised at European level, results obtained within the EU will be limited in terms of funding, performance and capacity utilisation;(31)
	Confirms the Commission’s conclusion that there is a need for a common approach of all levels (EU, national, regional, public and private) to generate critical mass.

	3% objective
	

	Asks the Council to report annually to the EP on the trends in investment from national budgets in public research (the objective being 1% of GDP);(51)
	It is the competence of the Council. The Commission supplies this data through its “Key figures on research”.

	Regrets that the 3% objective will not probably be met by 2010 and the Member States at the European Council did not take firmer commitments for R&I investments.

Deplores that no minimum objectives for increase of public support by 2010 have been set. (52)
	The target is to approach 3% by 2010. Member States have set individual targets at the Spring Summit 2006. If these targets are met, then the EU should be at around 2.6% in 2010.

	Creation of employment  & sustainability
	

	Stresses that improved research and innovation policies must contribute to new employment opportunities through sustainable development, with a focus on eco-innovation and sustainable production (e.g. solar-hydrogen technologies, wind energy, fuel cells, biomass, plant based chemical industry), eco-efficient services (energy conservation, mobility services, re-use and recycling) and sustainable engineering and management methods (e.g. bionics, Integrated Product Policy);(54)

Calls for using Structural Funds in a perspective of creation of employment.(56)
	This is in line with the Lisbon partnership.

Eco-innovation is integrated in the CIP and will in particular support the take-up of environmental technologies and eco-innovative activities via the financial instruments, fostering eco-innovation networks and clusters, public-private partnerships in eco-innovation and developing innovative business services, facilitating or promoting eco-innovation and by promoting new and integrated approaches on eco-innovation in fields such as environmental management and the environmental-friendly design of products, processes and services, taking into account their whole life cycle.

The new generation of Structural Funds will be increasingly geared to supporting action to implement the Strategy for growth and jobs thanks to a more strategic approach.

	Other issues
	

	Proposes the revised use of standard-setting powers to demand high technical performance levels and quickly reach agreement on new standards;(20)
	This is in line with the Commission position, although it has to be noted that the power to set standards lies with the industry, not with public authorities.

	Need for a more developed system of public-private partnerships to improve the quality of research by providing up-to-date equipment, infrastructure and services;(33)
	This is in line with concept of Joint Technology Initiatives and with FP activities of support for infrastructures.

	Using public procurement to foster research and innovation is key but that it should not distort competition or favour major market players;(42)

Public procurement should not be limited to providing private investment inducements but should play a strategic role, inspiring companies to promote innovation and acquire fresh know-how;(43)

Public provision of innovative products at both national and Community level can help to fill gaps in the market and promote innovative products and services in general; (44)
	This is in line with the Commission position.

Following an expert group and a study on this issue in 2005, in 2006 a handbook on public procurement and innovation will be published.

	Urges Member States to create an innovation-friendly market for citizens and businesses, ensuring better regulation, standards, public procurement and intellectual property rights; (17)
	This is in line with the Commission position.
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