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Policy Mix Peer Review:
Cyprus Peer Review Outcome Report


[bookmark: _Toc247698172]General Introduction

This report has been produced to support the CREST OMC 3% Peer review of Member States. It represents the outcomes of a visit made by the members of the Peer Review team to Cyprus between 22nd and 25th November 2009. Prior to this visit, the Peer Review team were provided with a Background Report containing a structured set of information relating to the overall innovation system of Cyprus in the context of existing information and in the light of findings from a preliminary visit made to the country in October 2009 by the review facilitator, Dr Paul Cunningham. 

The Background Report presented a series of key issues which were intended to provide initial guidance to the Peer Review team in preparation for their visit. However, during the visit, the members of the Peer Review team were entirely free to develop their own line of questioning and to pursue issues they felt to be relevant.

Section 2 of this report presents the organisational arrangements, key people interviewed and the interview programme. The latter was organised according to the key actors in the Cyprus RTDI system thus:

1. RTDI strategy and development.
2. Research and innovation funding.
3. Industry representatives.
4. Education, Human Resources Development and research organisations.
5. Commerce, Industry and Tourism and IPR issues.
6. The higher education sector.

Section 3 details the key issues addressed by the review team. These were derived from the preliminary visit to Cyprus made by the lead consultant in October 2009. Section 4 contains the main feedback from the peer review team. This is organised as a set of recommendations and suggestions under a series of broad headings:

1. Strategic orientation
2. Financial implications
3. Governance
4. Regional, European and global considerations

Annex 1 presents the Background Report prepared in advance of the visit of the Peer Review panel.

Acknowledgement: The facilitator and the peer review team would like to express their gratitude to Mr Costas Iacovou, Director of Planning, Planning Bureau and Mr Charis Soteriou, Planning Officer, Planning Bureau for the administrative and logistical arrangements and for their hospitality during the visit.
[bookmark: _Toc161216100][bookmark: _Toc247698173]Peer Reviewers and Interview programme

On 22-25 November 2009, the Peer Review Team visited Cyprus and held a series of interviews with senior officials and representatives of the key stakeholders groups in the Cypriot RDTI system. These stakeholder groups were identified during the preliminary visit and broadly comprised government, industry and the universities.

The Peer Review team comprised:

· Ms Jennifer CASSINGENA-HARPER, Director, Policy Unit, Malta Council for Science and Technology, Malta;
· Mr Dimitris DENIOZOS: Formerly Director General Secretariat for Research and Development, Greece;
· Ms Christine HEWITT, Deputy Director Innovation Delivery, Innovation Directorate, Department for Business, Innovation and Skills, United Kingdom;
· Dr Paula MAGUIRE, Science Policy Advisor, Enterprise R&D Department, FORFAS, Ireland; and
· Mr Christian SEISER: EU Research Policy and Coordination, Federal Ministry of Science and Research, Austria.

Accompanying the team were:

· Mr Dimitrios PONTIKAKIS, JRC-IPTS, European Commission; and
· Mr Mikko SALO, DG Research, European Commission

The lead consultant for the Cyprus Review, Dr Paul Cunningham of the Manchester Institute of Innovation Research, University of Manchester, was also present and acted as facilitator for the meetings.

Organisational arrangements were made by Mr Charis Soteriou of the Planning Bureau who attended some of the meetings as an observer.

The interviews were arranged according to the main actors in the Cyprus RTDI system. The programme of interviews is presented below.

Interview 1. RTDI strategy and development:
· Mr Costas IACOVOU, Director of Planning, Planning Bureau
· Ms Niki SANTAMA, Senior Planning Officer, Planning Bureau
· Mr Charis SOTERIOU, Planning Officer, Planning Bureau

Interview 2. Research and innovation funding:
· Mr Leonidas ANTONIOU, Acting Director General, Research Promotion Foundation
· Ms Marilena PARASKEVA, Head of Innovation Promotion Group, Research Promotion Foundation
· (Ms Kalypso SEPOU, Head of European Programmes and International Cooperation Unit attended a meal at which she was able to discuss relevant issues with members of the review team)

Interview 3: Industry representatives:
· Mr Marios TSIAKKIS, Deputy Secretary General, Cyprus Chamber of Commerce and Industry
· Mr Andreas ANDREOU, Officer , Cyprus Chamber of Commerce and Industry
· Mr Kyriakos ANGELIDES, Industry & Services Officer, Cyprus Employers and Industrialists Federation
· Dr Alexandros MICHAELIDES, CEO TALOS Development Organisation, Member of ERMIS Research and Incubator Centre
· Dr Stavriana KOFTEROS, Director, Diogenes Business Incubator
· Dr Christakis SERGHIDES, Head & Coordinator Research & Analytical Chemistry Laboratories, Medochemie Ltd.
· Mr George LAKKOTRYPIS, Country Manager, Microsoft Cyprus
· Mr Andreas HADJIIOANNOU, Managing Director, Virtual IT Ltd.
· Mr Michalis SOCRATOUS, President, Cyprus Union of Furniture Makers and Carpenters
· Dr Demetris HADJISOFOKLIS, Helix Business Incubator

Interview 4: Education, Human Resources Development & Research Organisations:
· Ms Despina MARTIDOU-FORCIER, Chief Education Officer, Ministry of Education and Culture
· Mr Yiannis MOUROUZIDES, Senior Human Resources Officer, Human Resources Development Authority
· Dr Dora CHIMONIDOU, Director, Agricultural Research Institute
· Dr Philippos PATSALIS, Chief Executive Medical Director, Cyprus Institute of Neurology and Genetics
· Professor Costas PAPANICOLAS, President, The Cyprus Institute
· Professor Loucas KALISPERIS, Acting Vice-President for Research, The Cyprus Institute
· Dr Michalis YIANGOU, Secretary of the CREF Board, The Cyprus Institute.

Interview 5: Commerce, Industry and Tourism and IPR issues:
· Mr Spyros ZAVROS, Senior Officer, Ministry of Commerce, Industry and Tourism
· Ms Soteroula TSOKOU, Assistant Examiner, Department of Registrar of Companies and Official Receiver, Ministry of Commerce, Industry and Tourism
· Ms Despo SAVVA, Assistant Examiner, Department of Registrar of Companies and Official Receiver, Ministry of Commerce, Industry and Tourism.

Interview 6: The higher education sector:
· Professor Costas CHRISTOFIDES, Vice-Rector, University of Cyprus
· Professor Panos RAZIS, President, Cyprus Rectors Conference and President Open University of Cyprus
· Professor Kostas GOULIAMOS, Vice-Rector for Research, European University of Cyprus
· Dr Costas KADIS, Head of Research, Frederick University
· Dr Anthos SHEKERIS, Senior Research Officer, University of Nicosia
· Ms Angelika KOKKINALLI, Associate Dean, Business School, University of Nicosia
· Ms Rozita PAVLIDOU, Research Officer, Cyprus University of Technology
· Ms Marilia PANAYIOTOU, Research Officer, Cyprus University of Technology.

[bookmark: _Toc161216101][bookmark: _Toc247698174]
 Main issues addressed

This section presents the main issues addressed within each of the twelve interview sessions. These represent a synthesis of the findings of the preliminary visit made in October 2009 by the lead consultant and a number of secondary source documents, namely:

· ERAWATCH Country Report 2009: Analysis of policy mixes to foster R&D investment and to contribute to the ERA: Cyprus by Lena Tsipouri and Dariya Rublova, JRC Scientific and Technical Report (2009). [footnoteRef:2] [2:  Available at: http://cordis.europa.eu/erawatch/index.cfm?fuseaction=reports.content&topicID=600&parentID=592] 

· ERAWATCH Baseload Country Profile on Cyprus by Alexandros Michaelides and Melinda Kuthy. [footnoteRef:3] [3:  Available at: http://cordis.europa.eu/erawatch/] 

· INNO-Policy TrendChart – Innovation Policy Progress Report: Cyprus, 2009 by Dariya Rublova. [footnoteRef:4] [4:  Available at: http://www.proinno-europe.eu/index.cfm?fuseaction=page.display&topicID=52&parentID=52
] 


The findings of the Background Report were organised into the following topics:

· Overview: A broad characterisation of Cyprus
· Major identified challenges
· Science Base capacity and performance
· Human Resources issues
· Business Enterprise R&D and Innovation Performance
· Technology and Knowledge Transfer
· Innovation Governance
· Policy Interventions
· Globalisation and Internationalisation

An analysis of the outcomes of the discussions held in Cyprus and based around these topics led to the development of a set of key issues. These formed the basis of the questions developed and proposed by the peer review team during the interviews, although subsequent discussion often developed beyond the scope of these issues.

The key issues/questions were:

· How Cyprus might develop a research tradition, both in the public and political mind-set.
· How to address critical mass limitations for research in Cyprus, which has been created by an historic outflow of researchers and HRST and, until recently, the absence of a strong, well-funded university sector (although little research is undertaken in the private universities, as yet). Retention of researchers and S&E graduates remains an issue. How to improve the concertation of research activities and develop supporting infrastructures accordingly, in order to reduce the fragmentation of research.
· How to overcome the shortage of basic infrastructures for research and develop research support services, using the new funding streams that are now becoming available.
· How to enhance the levels of R&D interaction and knowledge exchange between the public and private sectors - this has been hampered by a range of factors including the lack of a research tradition, issues surrounding patenting and patent fee administration, absence of seed and early stage capital financing, lack of success of early incubator schemes, the absence of a significant number of high-tech SMEs and larger companies and a perceived reluctance for industry to fund collaborative R&D.
· How to introduce and use policy tools that can promote a real dialogue between industry and academia and the creation and survival chances of start-up and spin-off companies.
· While current R&D funding levels are impressive, there is a potential danger of a lack of prioritisation. The role of the new governance bodies will hopefully address this concern. A major issue for policy makers is how to link existing sectors of the economy and social policy with new/advanced technologies and scientific knowledge and to develop new economic activities out of this knowledge.
· Lifelong learning needs are being addressed but there is still a strong need to increase the present supply. 
· How improvements made to the RDTI governance system in Cyprus may be accelerated and the effectiveness of the proposed bodies increased. The need for a primary agent for innovation may be addressed by the changes, provided it is vested with the appropriate authority and resources.
· Policy tools, such as evaluation, to monitor and measure the effectiveness of policy interventions are in the process of development. Given the rapid increase of research support and the critical need to assess its effectiveness, it might be suggested that more attention be given to the development and use of relevant policy tools. 
· There is increasing support for internationalisation activities, but the effectiveness of these is unknown and there may be an issue of under-capacity and critical R&D mass to engage effectively.
· Several initiatives are in place or are being developed to increase the attractiveness of Cyprus to researchers from abroad, although efforts must be maintained to ensure the quality of such researchers.


[bookmark: _Toc247698175]
Findings of the peer review team

This section presents the major findings of the Peer Review visit. These findings are framed as a series of suggestions and recommendations. The primary audience for these recommendations and suggested actions is the Planning Bureau, since this body formed the prime instigator of the CREST Peer Review of Cyprus. However, the Peer Review team would like to stress that the recommendations have relevance to all actors in the Cyprus RTDI system, in government, the public research system and in industry and commerce. Indeed, their timely realisation cannot be fully achieved without the consensus and engagement of this broader audience.

Before presenting their recommendations and suggestions, it must be highlighted that the Peer Review team fully appreciate that Cyprus presents a somewhat unique case amongst the EU Member States: it is a new state, which became an independent republic in 1960, while its research system can be dated from the establishment of the University of Cyprus and a small number of private colleges in and around 1992. It became a member of the EU in 2004 and its national system of innovation could be described as nascent, lacking a number of key elements (such as intermediary bodies) and having low levels of private R&D activity. 

Nevertheless, despite these characteristics, Cyprus has made notable progress in building a research system and in creating a vision for its development towards a knowledge based economy, not least through its commitment to the public funding of R&D. In particular, the Peer Review team noted the following achievements: 

· Sustained increases of the R&D and Innovation public funding 
· The introduction of a range of interventions based on review of best practice in Europe and worldwide
· R&D capacity-building initiatives which address human resources and applied research and innovation.

Based on the outcome of their visit and the representations made to them, the members of the Peer Review team assume that the long-term vision of Cyprus is to change into a knowledge-based society for which continuous political efforts as well increasing public and private investments in R&D would be pre-conditions. Indeed, continuity beyond political/planning horizons is the single most crucial element for its success. In this context, they believe that the recommendations set out below will be useful. 

It is also important to note that the change process which is currently underway is a critical one for the country and it is imperative to ensure both that the process has the desired outcomes whilst at the same time it is implemented quickly. Such a balance may achieved by recognising the fact that policy-making involves a certain level of trial and error, and that the policy learning opportunities thus generated (provided they are captured) are also important. 

[bookmark: _Toc247698176]Strategic orientation

4.1.1	Although Cyprus has made considerable progress in developing a research culture in key parts of society, there is a strong indication that the concept of innovation is not clearly articulated at all levels. Where innovation is espoused, it is often perceived to be a highly R&D driven process, to the detriment of non-technical aspects such as business, process, organisational, service innovation etc. Thus, there is a need to develop and promote a broader research and innovation concept that allows for an integrated policy framework for the benefit of a larger number of stakeholders in the knowledge-related society of Cyprus.

4.1.2 	In addition, if such an approach is adopted, the Peer Reviewers recommend that the knowledge triangle policies (i.e. education, research and innovation) should be firmly embedded within the strategic policy thinking. 

4.1.3 	The discussions clearly indicated that there is a strong desire both within government and among stakeholders to develop a clear policy framework for the continued development of the Cyprus economy through a knowledge-based strategy. However, the Peer Review team underline that a policy framework is only as good as its implementation, which would require a transparent and inclusive action plan, a roadmap, a set of key indicators and a constant cycle of learning (through evaluation), improving and adapting to changing needs. The Strategic Plan should provide a clear strategic vision of a Cyprus "knowledge economy" - or alternative options, which extends beyond high level statements in the Cyprus national plan and contains several action lines and a hierarchy of objectives, targets and goals (and the means by which their achievement can be monitored). Such a Strategic Plan should consider what the knowledge economy means in the Cyprus context: for example, more emphasis on particular sectors and niche areas; on indigenous R&D and innovation; on attracting research-driven foreign direct investment (FDI); or more effort on research or innovation? The balance between a needs-driven approach versus an opportunity-driven approach should also be discussed (for instance, what new opportunities are there for a small country – as a test-bed for new technologies or for piloting new initiatives in Europe?).

4.1.4	As noted above, the formulation of a strategic policy should be as transparent and inclusive as possible. From the discussions, it transpired that some organisations expect representation at certain levels of the policy system. It is important to clarify the representation levels and to define what type of representation is effective in order ensure that their collective voice will be better heard in policy debates. For example, joint or stakeholder-led annual conferences and the preparation of position papers (by all sides) on relevant issues might improve the visibility of stakeholder groups.

4.1.5	At present there is no high level spokesman for research and innovation to ensure that the sector is defended in times of crisis. It is therefore important to identify a high profile person (or body) who can promote the interests and needs of R&I and the R&I community locally and abroad. In addition, the development of a strategic policy implies a high level of coordination between the policy actors. Thus, there is a need for Ministries (and Ministers) to clearly identify themselves with the roles they are expected to play in the implementation of the roadmap and the Strategic Plan and that they in turn have clear mandates to fulfil. Champions for specific policy areas are also needed at the lower levels in the key entities. Once such roles have been clarified, the need for seamless communication between these actors must be met. These information flows, upward and downward, need to be transparent and properly activated and more structured discussion needs to take place on strategic issues and future plans.  

4.1.6	The growth and scale of research funding in recent years has been truly impressive. Nevertheless, given the broad spectrum of research areas funded under the current set of instruments, a more focused approach would probably increase the impact of public investments, especially if research priorities are organised around one or more societal (or so-called ‘Grand’) challenges such as adaptation to and mitigation of climate change effects from the perspective of the tourist industry, for example. Such an approach would thus increase the potential for synergies between different yet complementary research areas. Thus, the Panel recommends that clear strategic priorities be selected to orientate research themes, but at the same time, an appropriate amount of resources are reserved for basic or core research. One of the major difficulties for a very small economy is the prioritisation of state initiatives. This extends beyond priorities for academic research to those for national RTD effort. Such a selection of priorities contains political risk; hence social consensus on thematic priorities is crucial for the continuity of the initiatives and consistent resource allocation. However, a danger is that the broader the shareholder involvement, the higher the aversion to risk taking and the greater the temptation to broaden the avenues for investment, thus leading to a dilution of resources and impact. Thus it will be necessary to find a balance between prioritisation by diktat (which risks loss of buy-in) and by an all-inclusive ‘wish list’ of initiatives.

4.1.7	The ambition of Cyprus to become a knowledge-based economy has already been mentioned: consequently, one of the country’s main strategic objectives should be to help its labour force to become more entrepreneurial and to adapt its skills according to new up-coming demands from the market.

4.1.8	The rapid development of Cyprus’ higher education sector also forms a noteworthy achievement on the road towards developing a knowledge driven economy. In this context, PhD training should continue to be a priority for the country’s research-based universities: the next generation of researchers should be trained in research teams with low hierarchies that allow them to assume responsibility for their work at an early stage. Structured PhD programmes could be introduced to assist with the absorption of PhD graduates into industry and academia and international exchanges and industrial placements should be encouraged

4.1.9	Concerning the issue of higher education, and echoing the point made above (4.1.9), the sector seems to be missing a high level strategic body to manage the sector in terms of the governance, quality and critical mass aspects. 

4.1.10	The development of human resources for S&T and the encouragement of an entrepreneurial culture formed particular topics of discussion during the Peer Review visit. While encouraging progress has been noted, there remains a need to encourage curiosity-driven curricula in primary and secondary education. In this context, specific emphasis should be put on adequate training of teachers, awareness activities for parents should be promoted and public engagement encouraged in order to create a favourable environment for a shift of culture.

4.1.11 Human resources development in research and innovation in the short, medium and long-term should also form a central pillar of the Strategic Plan and Roadmap. This will require close liaison and cooperation between the universities (public and private), Ministries, the private sector and the Human Resources Development Authority to define the necessary planning and ensure that national needs and private sector demands are met in terms of quantity and quality. More specifically, in order to deliver the longer term requirements of the Strategic Plan, the Human Resources Development Authority will need to address not only the current problems of the national labour market but will need to prepare for the transition to the “economy of knowledge”. 


[bookmark: _Toc247698177]Financial implications

4.2.1	Whilst the Strategic Plan, in whatever form it is eventually developed, can, and should be ambitious, it must be achievable. Financial and human resources are finite as is the capacity of the various stakeholders to implement the Strategic Plan. Thus the components of the “policy mix” must be appropriate and balanced. This will require:
· supporting technological development and short term RTD that is needed by industry, including the tourist industry, maritime transportation and financial services: the role of the public research centres could be of assistance in this respect.
· promoting the strategy for Cyprus to become a super-regional hub for education and learning: the quality of education is crucial for the attraction of students and requires strong ties with global educational services providers. It also requires leading edge telecommunications and internet infrastructures with high potential.
· supporting universities to promote highly advanced research, with the aim of (a) producing human resources that will become the leaders of a new economy and (b) create spin-off commercial activities that will modify the industrial landscape.

4.2.2	It is evident that research policy in Cyprus will have to compete with other regions for the best available brains and companies. A prerequisite for becoming an attractive location for research and knowledge-based companies is to offer stable framework conditions, especially in financial terms. This is true on a more general level when it comes to the overall budget for R&D, however, this is even more relevant at the level of important support schemes. Therefore, it is crucial that the effects of the significant growth in research support of the previous years are not negated through rapid cutbacks in such support streams and that continuity is maintained. If, due to prevailing economic conditions, such cutbacks are unavoidable, they should be made in a strategic manner rather than in an ‘across the board’ general approach which allows the continuation of some level of research activity. The likelihood of a contraction in public funding for R&D and Innovation reinforces two key policy concerns expressed above: 1) the need for a more strategic approach to R&D and Innovation which sets clear thematic and horizontal priorities commonly agreed among key players and stakeholders; 2) the need to reverse the contraction of the budget by convincing policy-makers of the benefits and impacts of public investments in R&D and Innovation. This entails the development of more evidence-based policy-making and the identification of niche areas which can render economic and social benefits. 

4.2.3	Alongside the block funding for public research institutions that guarantees their basic functioning, more consideration should be given to competitive bottom-up funding both for basic and applied research. This would raise the quality level of research in general and open up new fields of science that could imply potential for niche opportunities in future markets. In this context, it might be worth considering English-only applications that would form the basis for international peer reviews of bottom-up project proposals.

4.2.4	A recurrent issue encountered was the fragmentation of research in Cyprus. While there is debate surrounding the importance of scale for the effectiveness of academic R&D and what might define critical mass (resources, people, etc.), the issue of large scale infrastructures can be highly dependent on critical mass. Thus, under the broader call for the prioritisation of research, there is a need to instigate a stakeholder-based approach towards the provision of large-scale research infrastructures, which takes into consideration the longer-term requirements envisaged by the Strategic Plan, and the needs of the existing public and private research communities, including societal needs. In this regard, Cyprus should ensure that it participates actively in international initiatives for infrastructures, such as ESFRI, particularly in regard to its regional aspirations.

4.2.5	The public research organisations appear to possess research strengths that are closely aligned to the local needs of Cyprus and have capacities which could be leveraged to have a greater impact on the regional and international levels. Thus, the implementation of an accreditation system (covering local metrology services, standards usage, etc.) could enhance their role. In addition, further mechanisms to increase the dialogue between the laboratories, the universities (public and private) and industry and commerce would provide increased HRST training and joint research opportunities. 

4.2.6	The RPF and its DESMI programme provide a clear picture of the available research funding opportunities. However, the shift of the responsibility for innovation-related support under the RPF has created some lack of clarity with regards to the provision of funding for industry as it is somewhat hidden under the overall research umbrella. Consequently, it is not immediately clear to industry customers as to who does what, who offers what to whom and the general role of the state in terms of innovation support. Following the shift of innovation support, the role of the MCIT as a lead agency for business innovation is also unclear. To this end, it is recommended that a clear ‘champion’ for business innovation support within government is identified and clear avenues towards readily identifiable forms of innovation support are established.

4.2.7	A clearly recognised and broadly accepted challenge faced by Cyprus is the need to improve science-industry linkages. To address this, a clear growth trajectory should be given to cooperative research organisations that help to bridge the gap between the world of science and partners in the economy. By the same token, it is recommended that consideration should be given to clustering policies in priority fields for the Cypriot economy.

4.2.8	Experience of other policy learning initiatives, such as the European TrendChart on Innovation, indicates that there is a range of policy tools that can be utilised in order to promote science-industry dialogue and interaction. These include a range of funded mobility-based schemes that may be tailored to a spectrum of contextual and institutional requirements. It is suggested that a modest number of such pilot schemes be investigated with regards to their potential for enhancing an entrepreneurial culture amongst younger researchers and for leveraging additional business R&D expenditure.  

4.2.9	It was evident that there is much dynamism within the existing Cyprus IP administration and an enthusiasm for the encouragement of a much more productive use of intellectual property. To this end, the IP system needs better recognition and should be supported to enable a greater range of outreach activities which can harness current and future potential. 

4.2.10	The Panel members were made aware of the significant research strengths already developed within the public universities. It is also clear that the private universities have much to offer in terms of research and research-led teaching and training although they face a different set of resource issues. Given the issue of the fragmentation of research within Cyprus, which was brought to the attention of the Panel, dialogue between the public and private universities should be facilitated, possibly through the delivery of funding for projects involving collaboration between them. 

4.2.11	The meeting with the university representatives left some lack of clarity as to who is specialized in doing what in terms of the three missions (teaching, research, outreach activities). All universities declared competence in all three missions. However, it is important to encourage the universities to work more closely together and to define their individual areas of strength. The Mediation Offices should help to address these concerns and hopefully consolidate efforts and should have a clear mission statement, monitoring process and reporting structure in order to optimise their impacts.




[bookmark: _Toc247698178]Governance

4.3.1 	The Peer Reviewers were supportive of the intention to create a National Research Council under the chair of the President of the Republic. This Council would have the remit of adopting strategic orientations for research, technology and innovation policies. It was clear that many parts of the Cypriot knowledge community urge the government to set up the Council to give strategic guidance for the whole innovation system. However, there seems to be a time-lag in the implementation of the NRC and the panel joins the call for a quick installation of the proposed body.

4.3.2	The NRC should be given a clear mandate and remit with clear authority for policy making decisions. Its terms of reference should reflect the need to focus equally on S&T and innovation issues and to balance its activities accordingly. Moreover, its level of engagement with the wider set of innovation actors would be enhanced if given a legal duty to consult with stakeholders in the Cyprus national innovation system. Likewise, the level of ownership of the Strategic Plan and S&T and innovation policy of NRC members would be promoted by ensuring that activities are undertaken between and not just within meetings, with members perhaps being allocated responsibility for the implementation of certain aspects of the Strategy or with specific supporting studies and inputs, within reasonable time frames. The NRC should also be given the authority to request specific evaluations and reviews and to monitor progress.

4.3.3	Following the set-up of the National Research Council, the new Cyprus Scientific Council should also be swiftly established. It is recommended that the independent role of this advisory body should be strengthened through giving it as much autonomy as possible. As to its composition, the government should select members from both science and industry who should primarily come from outside the country or at least who have no major vested interest that would otherwise compromise the credibility of their advice. A regular and transparent mechanism should be established whereby the deliberations of the CSC may be fed into the processes of the NRC.

4.3.4	Echoing the various points made on transparency (notably in 4.1.4), stakeholders from inside Cyprus should be empowered to maintain regular contact with the Cyprus Scientific Council and engage in strategic debates about future policy recommendations. These relations should be organised in a transparent manner and on an institutional basis. Moreover, a more systematic approach could be adopted to ensure inclusiveness, above and beyond contact through emails towards regular or ad hoc meetings, web-based consultations, etc. The need for a process for structured, open dialogue has been highlighted above. This could be activated through a range of mechanisms including: 
· regular consultations addressing particular priority areas 
· foresight activities (see below) to open up new scenarios, the use of 24-hour success scenario workshops to define forward-looking strategies in a particular sector
· briefing sessions on particular aspects of the Strategic Plan.

4.3.5	Again revisiting the above point, the panel took note of a general demand for a more open dialogue between all the various players in the Cypriot research and innovation system. Considerable efforts should be dedicated to trust-building activities that open new ways of cooperation of a win-win nature, avoiding clashes of egos or struggles of competences, but rather helping to raise shared ownership for the development of the whole system. 

4.3.6	It was indicated that the ongoing measures run by the RPF are reviewed and evaluated, however information on the effectiveness of the measures in terms of deliverables and impacts is not clear. It is assumed that the existing range of ongoing measures will come under review (directly or indirectly) by the new NRC and the international advisory body and by the responsible government agencies. Such reviews must feed into the design of the new Strategic Plan and roadmap. In particular, the reviews could focus on measures which have rendered societally and economically useful results and may provide a defence against the contraction of the research and innovation budget. In this context, the role of policy tools such as systemic reviews, assessment, monitoring and evaluation cannot be overstated. Such tools have value from the broad strategic level, as implied in 4.1.3, down to the implementation of specific programmes of research. The adoption of an ‘evaluation culture’, which extends beyond simple audit and justificatory purposes, is seen as a desirable goal to enhance policy learning. In addition, the systematic production and dissemination of evidence-based studies on the state and the determinants of research in Cyprus could help to inform policy making bodies, particularly the NRC, and would convey a clearer understanding of the various elements of the innovation system to all stakeholders.

4.3.7	Foresight represents a powerful policy tool which can assist in the definition of priorities and long term strategies. However, its use is also extremely valuable in developing a process of dialogue between stakeholders and in helping to shape shared visions across a range of interests and in testing hitherto assumed paradigms and world-views. Foresight need not be a grand national, resource-intensive exercise but can be applied at a range of appropriate scales. The use of some form of foresighting exercise(s) is thus suggested as one way in which dialogue and the identification of specific policy steps may be stimulated in the formulation of a national strategic policy framework. In addition, it could form a powerful tool for the identification of future needs in, for example, human resources, education, regional and local research needs, etc.

4.3.8	Any public administration should take concerns about bureaucracy and red tape very seriously. More often than not, administrative burdens are at the heart of barriers that hinder entrepreneurs from prospering and growing. Whilst no specific area of major concern was identified, excessive bureaucracy was highlighted as a pervading issue and potential barrier to various elements of the innovation process. Therefore, it is strongly recommended that a feedback loop be created between the public administration and the research and innovation community in order to identify and address particularly significant bureaucratic obstacles.

4.3 9	In order to turn the Strategic Vision into reality implies a need, within Government administrations, for a greater engagement and understanding of the potential roles of S&T and innovation within the economy. It is important to ensure that the new policy structures have the appropriate policy capacity and competencies to project the new vision and Strategic Plan. Moreover, the effectiveness of the delivery mechanisms and their credibility will prove crucial in future exposure to international competition. From the discussions, it became apparent that the strategic policy thinking capacity among the players varies: some players can see and discuss the big picture, others focus on their narrower interests and others may be locked into a particular way of doing things. There is a need for investment in developing policy capacities, perhaps through short visits to counterpart organizations abroad, local training for senior and junior policy officials and by encouraging young people to take up studies in R&I policy and management, evaluation etc. The development of these capacities and competencies will provide, over time, the basis for a more effective design of R&I policy and strategy, and the implementation and fine-tuning of the Strategic Plan.    


[bookmark: _Toc247698179]Regional, European and global considerations

4.4.1	The vision of Cyprus as a regional hub for knowledge-based activities could bring comparative advantage for the country over time. As a first step towards the achievement of such a vision, a rigorous stock-taking analysis of the current framework conditions is required together with a joint understanding about what actions need to be taken for the implementation of the vision (i.e. the development of a “culture of consequences”). The goal would be to formulate a set of RDTI priorities which align closely with the island’s needs alongside of a comprehensive exercise aimed at identifying the key actors in the broader geographic area of the Eastern Mediterranean and the key linkages and resource and knowledge flows that could anchor Cyprus in the regional innovation system. Moreover, the “Regional hub strategy” needs to be clearly articulated within the overall objectives, actions and milestones of the Strategic Plan.

4.4.2	The achievement of the regional hub vision will not be a single step process. Neither will it be aligned solely along the trajectory of greater scientific integration with European research programmes. Thus, the plan to achieve the vision will necessitate multiple parallel and complementary pathways which take into account the drivers and barriers presented by Cyprus’ neighbours.

4.4.3 	To date, Cyprus seems to participate in the Community programmes such as the 7th Framework Programme for Research or the Structural Funds according to its needs through an apparently ad hoc, bottom-up process. In an ever more diversified European Research Area, Cyprus could use its EU Council Presidency in 2012 as an opportunity to develop a mid-term strategy about the benefits of ERA and the next generation of Community programmes for the country.

4.4.4	The geographical nature of Cyprus as an island requires constant attention to the issues of its connectivity with the rest of the world. This is true both for the mobility of human resources and network infrastructures that connect the island with other countries. For example, while Cyprus has already shown impressive engagement with various sources of European research funding, it should also seek to maximise the benefits of other European initiatives such as those which promote the movement of researchers (for example, the European Partnership for Researchers (it is noted that Cyprus does not have a national portal on the European Commission’s EURAXESS Services Network)).


[bookmark: _Toc247698180]Opportunities for change

In summary, Cyprus is confronting a critical period in its economic development, but has a number of tactical opportunities that offer a clear platform for change. These opportunities include:

· The establishment of the new National Research Council which, given the appropriate level of empowerment can drive forward RDTI policy. In addition, the new Cyprus Scientific Council will enable the NRC to consult strategically and from a wide range of expertise.
· The forthcoming Cyprus Presidency of the EU offers an opportunity for a coherent national effort to showcase the country in terms of policy achievements and ambitions.
· The global economic recession has already been identified by many countries as an opportunity to springboard into a future recovery based on knowledge focused investments and activities. As a small economy, Cyprus is well-placed to react flexibly to emerging opportunities.
· Global imperatives such as climate change, ageing population and sustainability issues will have future impacts on the economy, particularly through effects on tourism. Anticipation of these effects would place Cyprus in a favourable position vis a vis competitor nations and bring benefit to its society.
· Issues around security concerns may lead to companies relocating in the region, again with contingent opportunities for the island.
· There is a strong energy and passion to further develop Cyprus exhibited among all the players contacted during this study. This needs direction in order to maximise its potential. 
· There is a clear opportunity to build on the excellent progress made to date: this offers a platform for the next steps.
· Modestly, the Peer reviewers hope that the recommendations in this report, if acted upon in part or in whole, will contribute to the realisation of some of these opportunities.



[bookmark: _Toc247698181]
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1. [bookmark: _Toc245548478]General Introduction
This background report has been produced to support the CREST OMC 3% Peer review of Member States and is intended as a briefing document for the members of the Peer Review team prior to their visit to Cyprus scheduled for November 2009. It presents a structured set of issues relating to the overall innovation system of Cyprus in the context of existing information and in the light of findings from a preliminary visit made to the country in October 2009 by the review facilitator, Dr Paul Cunningham. 

It does not reproduce information provided in a number of valuable background documents, but rather seeks to present the key features revealed by these documents, with a series of issues highlighted for the particular attention of the Peer Reviewers. Nevertheless, it follows the broad structure of reports produced in previous cycles of the OMC process. 

[bookmark: _Toc245548479]Report structure
This background report is loosely based on those used in the pilot exercise in the second OMC cycle. It derives from a fairly simple model of an innovation system, specifically one that considers four basic domains within an overall innovation system and the links and flows between them.  The diagram below depicts these domains and just some of the more important links and flows between them.
 (
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Mobility
New Researchers
Research
 Results
Finance
Innovative Goods and Services
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Knowledge Users
Knowledge Creators
Governance
)

Although innovation systems are typically much more complex than depicted here, this simple model provides a convenient way of visualising some of the more important domains within an innovation system and the relationships between them.  It also provides a useful framework within which to ask questions relating to:

· The relative scale of the challenges nations confront both within each of the four innovation system domains and across them;
· The range of policy responses to these challenges and their ‘location’ within the innovation system, e.g. ‘reinforcement’ policies to strengthen particular domains such as the science base or business R&D and innovation, or ‘bridging’ policies designed to improve the links or flows between domains, e.g. policies to enhance university-industry interactions or to improve the flow of capital from capital markets to innovative high-tech firms and start-ups;
· The match between problems and policy responses within and across domains;
· The conflicts and synergies between policies within and across domains; 
· The governance of policies within and across domains.

The basic aim of this report is to interpret available evidence and provide commentary that will suggest lines of enquiry during the subsequent visit to the country under review, and to provoke discussion in the eventual peer review meeting later in the year.  

[bookmark: _Toc245548480]Key information sources
Much of the background information for this study has been derived from three main sources:

· ERAWATCH Country Report 2009: Analysis of policy mixes to foster R&D investment and to contribute to the ERA: Cyprus by Lena Tsipouri and Dariya Rublova, JRC Scientific and Technical Report (2009). [footnoteRef:5] [5:  Available at: http://cordis.europa.eu/erawatch/index.cfm?fuseaction=reports.content&topicID=600&parentID=592] 

· ERAWATCH Baseload Country Profile on Cyprus by Alexandros Michaelides and Melinda Kuthy. [footnoteRef:6] [6:  Available at: http://cordis.europa.eu/erawatch/] 

· INNO-Policy TrendChart – Innovation Policy Progress Report: Cyprus, 2009 by Dariya Rublova. [footnoteRef:7] [7:  Available at: http://www.proinno-europe.eu/index.cfm?fuseaction=page.display&topicID=52&parentID=52
] 


In addition, during a visit to Cyprus made between October 5 and October 7, 2009, meetings were held with the following key officials and stakeholders:

· Mr Costas Iacovou, Director of Planning, Planning Bureau
· Ms Niki Santama, Senior Planning Officer, Planning Bureau
· Mr Charis Soteriou, Planning Officer, Planning Bureau
· Mr Leonidas Antoniou, Acting Director General, Research Promotion Foundation
· Ms Marilena Paraskeva, Scientific Officer A, Research Promotion Foundation
· Professor Constantinos Christofides, Vice-Rector, University of Cyprus
· Professor Panos Razis, President, Cyprus Rectors Conference
· Mr Marios Tsiakkis, Deputy Secretary General, Cyprus Chamber of Commerce and Industry
· Mr Costas Christofides, Assistant Director General, Cyprus Employers and Industrialists Federation
· Ms Despina Martidou-Forcier, Chief Education Officer, Ministry of Education and Culture.

Based on information contained in the above mentioned reports, the organisations represented by these persons were identified prior to the visit as the key actors and stakeholders in the Cyprus national innovation system. Although the Ministry of Commerce, Industry and Tourism was also identified as a potential actor, it was not possible to arrange an interview with any of its representatives during the preliminary visit. 

The discussions in Cyprus were framed around a number of key issues identified from a preliminary study of the background documentation. The issues addressed were:

· Major identified challenges
· Science Base capacity and performance
· Human Resources issues
· Business Enterprise R&D and Innovation Performance
· Technology and Knowledge Transfer
· Innovation Governance
· Policy Interventions
· Globalisation and Internationalisation
· Sectoral Disparities and Issues 

The following sections provide a broad overview of the context of the Cyprus RDI system and then deal with these issues in more detail.

[bookmark: _Toc245548481]Overview: broad characterisation of Cyprus
Cyprus is the third largest Mediterranean island and one of the smallest countries in the European Union (9,251 km2) with a population of around 794,000, which represents almost 0.16% of the population of the EU27. 

The island, a former British colony, became an independent republic in 1960 and a member of the Commonwealth in 1961. In 1974, Turkish troops occupied the northern portion of the island, leading to the establishment of a separate Turkish Cypriot political entity in the north. This and the consequent political situation remain issues of ongoing dispute. The Republic of Cyprus is de facto partitioned into two main parts, the area under the effective control of the Republic of Cyprus, comprising about 59% of the island's area and the Turkish-occupied area in the north, covering about 37% of the island's area. 

Recent economic policy has been stimulated by the need to meet the criteria for EU admission and on 1 May, 2004, Cyprus became a member of the European Union. Since then, significant structural reforms have transformed the economic landscape of the country: trade and interest rates were liberalised, investment restrictions were lifted and private finance initiatives were introduced for the operation of major infrastructure projects. The euro was adopted as national currency on 1 January 2008. 

Particularly since EU membership, the economy has diversified and tourism now forms the leading economic activity followed by financial services and real estate. The service sector, with a 73.8% contribution to GDP in 2008[footnoteRef:8], dominates the economy. The strong growth in tourism also stimulated the property rental market and capital growth in property has been created from the demand of incoming investors and property buyers. The highly developed infrastructure has made Cyprus an attractive base for several offshore businesses.  [8:  Planning Bureau , 2009] 


As shown in Table 1, over the last five years, Cyprus has shown strong economic growth with an average real GDP increase of about 4% per year, around 1.6% above the EU27 average (2.4%). During 2008 economic growth was at 3.7% - well above the EU average of 1.4%[footnoteRef:9]. Similarly, inflation has been low, but is rising, whilst unemployment has undergone a slight decline. The recent fiscal surplus is likely to slip into deficit this year (to around 3% of GDP). Macro-economic stability is thus viewed as one of the country’s main economic strengths. [9:  Provisional data ] 


Although the impact of the financial crisis has been relatively limited in Cyprus, it is anticipated that there may be some funding cuts in research budget (no decision has yet been taken on the programmes to be influenced by any reduction in the budget).

Table 1: Cyprus - Basic economic indicators
	
	Year

	
	2004
	2005
	2006
	2007
	2008

	GDP Growth rate (%)
	4.2
	3.9
	4.1
	4.4
	3.7

	Inflation (%)
	1.9
	2.0
	2.2
	2.2
	4.7

	Unemployment (%)
	4.7
	5.3
	4.5
	3.9
	4.0

	Per capita GDP (PP)
	€16,890
	€17,566
	€18,538
	€19,585
	€19,868

	EU27=100
	90.5
	92.5
	92.0
	93.1
	92.0

	Fiscal surplus/deficit (% GDP)
	-4.1
	-2.4
	-1.2
	3.4
	1.0

	Public Debt (% GDP)
	70.2
	69.1
	64.6
	59.4
	49.1


Source: Planning Bureau October 2009

The economic structure of the country results in a very low R&D intensity and Cyprus ranks very low in terms of R&D expenditure. However, a positive trend has been observed over the past years, attributed mainly to a considerable expansion of research activities in the public sector. In 1998, R&D expenditure was only 0.22% of GDP, while in 2007 this figure reached 0.45% (compared to an EU average of 1.83%). This figure has been increasing very slowly, despite consistent efforts since accession to the EU, although the ratio is held down by the increase in GDP. Some 64.6% of R&D expenditure emanates from the government sector, while businesses only contribute just over 16% of overall GERD financing, although a relatively strong increase in BERD expenditure in 2007 was masked by increases in both public and external contributions to GERD (Planning Bureau, 2009). Figures supplied by the Planning Bureau (2009) are provided in Table 2 below, while a more detailed breakdown of public expenditure on R&D is provided in Table 3.

Table 2: Cyprus –R&D expenditure
	
	Year

	
	2004
	2005
	2006
	2007

	GERD (% GDP)
	0.37
	0.40
	0.43
	0.45

	GERD (€m)
	46,508
	54,438
	61,352
	70,058

	Annual increase
	13.7%
	17.0%
	12.7%
	14.2%

	Public R&D (€m)
	29,800
	36,467
	40,829
	45,223

	Annual increase
	21.3%
	22.4%
	12.0%
	10.8%

	Public R&D (% GERD)
	64.1
	67.0
	66.5
	64.6

	BERD (€m)
	8,796
	9,122
	9,785
	11,509

	Annual increase
	8.1%
	3.7%
	7.3%
	17.6%

	BERD (% GERD)
	18.9
	16.8
	15.9
	16.4

	External funds (€m)
	5,363
	5,948
	7,431
	10,192

	Annual increase
	-5.6%
	10.9%
	24.9%
	37.2%

	External funds (% GERD)
	11.5
	10.9
	12.1
	14.5


Source: Planning Bureau October 2009

In broad policy terms, the main objectives for Cyprus are to transform itself into a regional centre for services, education and health and to develop closer economic ties with neighbouring countries. 
Table 3: Detailed breakdown of public expenditure on R&D by source
	
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007

	
	€000
	€000
	€000
	€000
	€000
	€000
	€000
	€000

	Ministry of Agriculture, Natural Resources and Environment
	7,731
	8,109
	8,794
	9,575
	10,088
	11,504
	11,080
	10,199

	Agricultural Research Institute
	5,630
	5,642
	6,230
	7,299
	7,576
	8,787
	8,370
	8,053

	Department of Fisheries and Marine Research
	562
	581
	617
	673
	801
	870
	1,005
	918

	Department of Water Development
	21
	14
	0
	0
	10
	7
	9
	7

	Department of Geological Surveys
	176
	666
	671
	663
	836
	858
	690
	287

	Department of Agriculture
	1,167
	993
	1,095
	735
	649
	805
	726
	723

	Department of Forests
	24
	77
	91
	111
	135
	132
	193
	128

	Department of Veterinary Services
	152
	137
	91
	94
	80
	46
	72
	43

	Meteorological Service
	0
	0
	0
	0
	0
	0
	15
	41

	Ministry of Commerce, Industry and Tourism
	85
	137
	137
	0
	0
	24
	24
	19

	Applied Energy Centre
	85
	137
	68
	0
	0
	0
	0
	0

	Cyprus Institute of Energy
	0
	0
	68
	0
	0
	24
	24
	19

	Ministry of Labour and Social Insurance
	0
	0
	38
	38
	82
	65
	121
	39

	Cyprus Productivity Centre
	0
	0
	0
	0
	27
	26
	108
	0

	Social Welfare Services
	0
	0
	38
	38
	55
	39
	14
	39

	Ministry of Interior
	56
	0
	0
	0
	53
	24
	65
	87

	Department of Town Planning and Housing
	56
	0
	0
	0
	53
	10
	51
	87

	Solid Waste Management Sector
	0
	0
	0
	0
	0
	14
	14
	0

	Cyprus Academy of Public Administration
	55
	36
	50
	53
	77
	0
	0
	0

	Ministry of Education and Culture
	502
	578
	596
	622
	595
	509
	830
	1,023

	Dept. of Higher and Tertiary Education
	0
	0
	0
	0
	0
	0
	29
	29

	Scientific Research Centre
	437
	460
	487
	492
	477
	366
	615
	822

	Pedagogical Institute
	65
	118
	109
	130
	118
	144
	186
	173

	Ministry of Communications and Works
	1,008
	1,018
	1,109
	1,310
	1,263
	1,215
	1,399
	1,507

	Department of Antiquities
	1,008
	1,018
	1,109
	1,310
	1,263
	1,215
	1,391
	1,486

	Department of Public Works
	0
	0
	0
	0
	0
	0
	9
	21

	Ministry of Health
	702
	936
	1,094
	2,110
	3,251
	1,471
	1,352
	1,228

	Dept. of Medical and Public Health Services
	34
	36
	41
	137
	260
	280
	279
	77

	Department of Mental Health Services
	53
	67
	82
	82
	44
	24
	0
	0

	General Laboratory
	615
	834
	970
	1,891
	2,947
	1,167
	1,073
	1,152

	Human Resources Development Authority
	309
	405
	460
	499
	507
	632
	656
	736

	Research Promotion Foundation
	824
	1,574
	1,731
	1,762
	2,618
	6,684
	9,338
	11,996

	Enterprises
	41
	17
	14
	5
	362
	757
	1,288
	1,135

	Higher Education (to private HEIs)
	249
	176
	345
	374
	516
	420
	383
	431

	Private non-profit institutions
	3
	3
	528
	487
	970
	1,372
	1,418
	1,621

	Cyprus Institute of Neurology & Genetics
	0
	0
	513
	470
	953
	1,363
	1,367
	1,476

	Other
	3
	3
	15
	17
	17
	9
	51
	145

	Sub-total
	11,567
	12,989
	14,894
	16,835
	20,382
	24,677
	27,954
	30,022

	Public Universities
	4,429
	4,735
	5,584
	7,728
	9,418
	11,789
	12,874
	15,201

	University of Cyprus
	4,429
	4,735
	5,584
	7,728
	9,418
	11,789
	12,874
	14,648

	Cyprus University of Technology
	0
	0
	0
	0
	0
	0
	0
	345

	Open University
	0
	0
	0
	0
	0
	0
	0
	208

	Total Government Expenditure on R&D
	15,996
	17,723
	20,478
	24,563
	29,800
	36,467
	40,829
	45,223


Source: Planning Bureau October 2009

[bookmark: _Toc245548482]Major identified challenges
According to the 2009 Innovation Trend Chart report, the three most significant challenges facing innovation policy in Cyprus derive from a situation of improving R&D but underperforming innovation activities. These are to:

1. Increase inputs and efficiency of business innovation: Public research capabilities and innovation policy have improved considerably over the last decade, while the business sector continues to significantly under-invest in R&D and innovation. Policy measures aimed at fostering entrepreneurship and supporting university-industry cooperation and clusters have been adopted in an effort to meet this challenge.
2. Increase the number of S&E graduates: The number of S&E graduates remains low. This is due mainly to the fact that universities have only recently been created although S&E graduates are still under-represented in the total output of graduates – largely due to the lack of job prospects in S&E areas in Cyprus. A major challenge will be to effectively employ newly graduating scientists and engineers both in the research system and in the business sector 
3. Make innovation policy and support to innovation more effective: Innovation policy has evolved rapidly but in a rather fragmented way. The government has recognised this weakness and has reinforced the role of the Research Promotion Foundation, which now also deals with innovation. At the same time better coordination at governmental level is planned through the creation of two new coordination mechanisms. Both are expected to be convened within 2009.

(Trend Chart Country Report for Cyprus, 2009) 

More detail on the policy-related opportunities and risks is provided in the ERAWATCH Country Policy Mix Report 2009 for Cyprus. Table 6 of that report lists the following summary of opportunities and risks.

Summary of main policy related opportunities and risks
	Domain
	Main policy related opportunities
	Main policy-related risks

	Resource mobilisation
	· New RPF’s framework programme (DESMI) with substantial budget increase
· Active participation in EU programmes
· Creation of the National Research Council and the Cyprus Scientific Council expected to improve coordination of implementation mechanisms and better focus on the research priorities
· Operation of the Cyprus University of Technology
· Cooperation with top  international organisations 
	· Insufficient business response despite the increased number of measures targeting SMEs
· Overall delays in launching and implementing programmes and organisation

	Knowledge demand
	· Raising of awareness of SMEs to encourage their involvement in the R&D related activities
· Increase in the allocation of funds and more integrated approach towards the diffusion of ICT
· Hiring graduates from the Cyprus University of Technology and other recently established universities in the future will increase the absorptive capacity of the business sector 
	· Persistent low demand due to structural composition of the business sector
· Indifference of stakeholders

	Knowledge production
	· New research centres based on the international cooperation with top academic organisations
· New private and public universities
· New calls of proposals by the RPF
	· Production and commercial exploitation of knowledge is difficult to increase further without adequate increase in demand
· Low scale of activities inhibiting international specialisation

	Knowledge circulation
	· Further emphasis on bridging the gap between the research and business communities
· Active role in EU R&D-related initiatives and further promotion of international cooperation
· New dynamic universities as a means to attract foreign students and highly qualified human resources
· Further promotion of life-long learning by designing and implementing the national Life-Long Learning Strategy  
	· Insufficient response from the business community
· Frequent delays in launching and implementing measures lead to the lack of private sector confidence



During the preliminary visit, interviewees were asked whether the above challenges, opportunities and risks formed a true representation of the current situation for RDI policy in Cyprus: all agreed that these formed a reasonable assessment and were broadly correct. 

Finally, information from the Planning Bureau (October, 2009) highlights the following constraining factors to the development of the national system of innovation:
· An insufficient research infrastructure
· Small number of researchers
· Small size and poor participation of enterprises (in research activities) and weak links with academia
· Limited commercialisation of research results
· A lack of a research culture

Consequently, the national research policy priorities are to:
· Strengthen the scientific base
· Reinforce private sector participation in research activities
· Enhance human resources [for S&T]
· Promote international cooperation 
· Create innovation poles and incubators

The following sections deal in more detail with the major policy issues identified. Whilst broadly based on issues identified in the background documents, they are supplemented by observations and inputs derived from the preliminary visit in October 2009.

[bookmark: _Toc245548483]Science Base capacity and performance
The key research players are the universities (as performers) and the Research Promotion Foundation (RPF) (as a funder). The latter’s role is not to define strategy but rather to respond to advice from bodies such as the Planning Bureau and from representatives of those Ministries with a strong interest in R&D who form the RPF Board of Directors. The role of the proposed new bodies (the Cyprus Scientific Council and the National Research Council) are dealt with under Section 8.

Scientific research in Cyprus has a relatively short history – largely stemming from the creation of a handful of private colleges in and around 1992.  The University of Cyprus was established in 1992, followed by the Open University (which undertakes little R&D) with the Cyprus University of Technology (located at Limassol) opening in 2004 and enrolling graduates in 2007. More recently, a number of the private colleges were converted to (privately funded) universities. These include the European University Cyprus, Frederick University Cyprus and University of Nicosia. All offer undergraduate degrees and undertake some applied research in the social sciences and humanities – however, they do not yet have PhD programmes: one of the conditions of the upgrading was that the new universities had to undertake an increased range of research activities. In addition, there are plans to create a Technology Park between Nicosia and Limassol.

Other major public sector organisations undertaking research are the Agricultural Research Institute, the Cyprus Institute of Neurology and Genetics and the State General Laboratory. However, from the industry perspective, there is a perceived lack of laboratories in the public sector that can provide state of the art facilities for research and services for accreditation, etc. Although the universities do have research facilities, these are often limited and do not fully meet the needs of industry (although a general lack of high-technology companies on the island, except in the area of pharmaceuticals[footnoteRef:10], would not be expected to generate a strong demand as yet). Consequently, most industrial testing (especially in the pharmaceuticals area) is performed abroad.  [10:  Note: One of the industry representatives interviewed was from the biotech/pharmaceuticals sector.] 


Despite significant recent increases in the level of research funding - from around 0.1% to 0.45% of GDP - the Cypriot science base still faces a number of reported constraints to its research performance. These are dealt with below.

· The lack of a tradition of research: extensive publicly funded R&D activities are a comparatively recent phenomenon in Cyprus. In addition, there is a low level of public understanding and acceptance of the benefits of research (and innovation, for that matter). Furthermore, the interests of science are not strongly represented within government, with few ministers having a scientific background. One suggested solution might be for chief scientist posts to be created in those ministries with a strong dependence on S&T. 
· There is (or has been) an emphasis on the support for research that meets local needs: consequently, there has been little support for international research activities until very recently. Initially, it was found that RPF funding led to a crowding out effect (with €150m of funding available for only 800 researchers) but the priority has now shifted to an encouragement for FP applications which are then followed by national co-funding. Some specific issues cited were the bureaucracy associated with participation in projects at CERN and the lack of alignment with ESFRI. 
· The current situation does not incentivise the commercialisation of research results and patenting by university researchers: For example, the payment of patent fees by the Ministry of Commerce, Industry and Tourism is reported to be excessively slow, whilst the creation of incubators and university spin-out companies is hampered by a lack of venture capital organisations, sources of seed capital and limited access to markets.
· Although the Open University of Cyprus has signed up to the Bologna Process and has assumed significant responsibility for the provision of life long learning, it is hampered by a lack of money, infrastructures and administrative personnel to handle applications (despite the automation of this process). These prevent the Open University achieving its full potential - for example, a recent enrolment round attracted 8,600 applicants for an available 600 places.
· Similarly, the privately funded universities suffer from a lack of basic infrastructure (owing to financial constraints) and have difficulties in developing their basic research potential or offer doctoral programmes. The creation of a new library for the University of Cyprus (which faces hold ups despite full costings and plans having been drawn up) also considerably hinders research and teaching activities.
· There is a general lack of critical mass for research. Consequently research programmes are often small and face difficulties in attracting funding, particularly from abroad. One reason for this is that, historically, most Cypriot researches have gone overseas. Recent policies have failed to address this problem: for example, some €10-€15m[footnoteRef:11] was allocated to support around 90 inventors. However, the incubators were unable to attract sufficient researchers and it was felt that the money would have been more effectively spent on attracting researchers from abroad in advance of setting up the incubators.  [11:  Figure derived from interviews but not able to be confirmed.] 

· Allied to this problem is a fragmentation of the country’s existing research groups with infrastructure split between several sites. As the level of autonomy of the universities has increased, the breadth of disciplines covered (and hence research fields) has increased and is now considered too broad by some, contributing to this fragmentation and lack of critical mass.
· Finally, the universities tend to suffer from excessive bureaucracy, particularly in the appointment of new staff and there are difficulties in processing simple requests. However, it was recognised that this is an internal university issue and not a matter of national policy.

It was also noted that the University of Cyprus and to a lesser extent, the remaining universities on the island, represent some of the largest employment centres in Cyprus. Thus, even ignoring the economic impacts of their R&D activities, the spillovers to the wider economy are potentially significant (through the provision of jobs, consumption of goods and services, etc.).

[bookmark: _Toc245548484]Human Resources issues
One of the major challenges which Cyprus faces is to increase the number of S&E graduates: thus the supply of human resources for S&T (HRST) forms a key policy issue.

As already noted in Section 4, the university system in Cyprus is relatively new: formerly most Cypriot students studied in the UK, in Greece and the US. Following qualification, substantial numbers of graduates remained abroad, particularly in the UK and US. It was noted that the comparative newness of the universities makes it difficult to retain students for study in Cyprus although the continuously rising number of post-graduate courses in universities and expanding research institutes should contribute to increasing the numbers of PhD S&E graduates, which though still very low, are recording significant growth rates of around 18%. The Ministry of Education and Culture is also currently trying to develop the provision of PhD courses by the private universities and the need for indigenous PhD programmes to cover the future educational needs of Cyprus is recognised. One barrier faced is the lack of motivation on the part of industry to support PhD research programmes in the private universities partly as there is a lack of interest from industry to undertake such research. 

Table 4 indicates the rapid growth in HRST undergone by Cyprus since 1991. However, it is clear that this growth is asymptotic and is beginning to level off with a very much reduced annual rate of increase. The view from the preliminary discussion was that these numbers are now approaching the upper threshold for capacity. As a result, the emphasis is now on attracting researchers from other countries, especially Middle East countries, and the opening up of national research programmes[footnoteRef:12] (i.e. by allowing applications in English – rather than only in Greek). Allied to this is the move by the public universities to deliver more courses in English, which would encourage both increased numbers of foreign students and staff. In contrast, the private universities tend to offer more courses in English and many of their lecturers and students are from outside Cyprus.   [12:  With the restriction that the project coordinator must reside in Cyprus and that no more than 30% of the research funds go outside Cyprus.] 


Table 4: Human Resources for S&T
	
	1991
	1998
	2004
	2005
	2006
	2007

	Human Resources for S&T (FTE)
	341
	564
	1,107
	1,157
	1,226
	1,244

	Annual increase
	-
	-
	10.3%
	13.8%
	6.0%
	1.5%

	Researchers (FTE) 
	135
	237
	583
	682
	748
	799

	Annual increase
	-
	-
	19.0%
	17.0%
	9.7%
	6.8%


Source: Planning Bureau October 2009

In some ways, the HRST system is caught in a dilemma – there is a low demand from industry for S&T graduates, which deters students from following this career path and in turn this leads to a low supply of S&T graduates which constrains the performance of R&D in both the public and private sectors. The only exception is the existence of a number of small software development firms around Limassol, which makes computer sciences a relatively popular choice for study. 

Looking at other levels in education, it was noted that at present the secondary education system does not prepare students for careers in science or research or for tertiary education. One criticism was that the curriculum does not promote a competitive ethos. In addition, the route to seniority for teachers is dependent on gaining qualifications in educational management rather than through teaching expertise. Thus the system is geared towards the production of managers rather than teachers.

Nevertheless, the level of academic salaries is competitive and efforts are being made to attract both students and teachers from abroad. One step in this direction is the removal of the restriction that all courses must be taught in Greek, with courses in English now being an option. However, there were concerns that the selection procedures used by the private universities in recruiting overseas students were insufficiently robust to ensure high quality students.

The Human Resources Development Authority is a semi-private independent organisation under the Ministry of Labour and has responsibility for skills issues. It tends to focus on lower-level skills but is trying to improve the delivery of higher level qualifications. The need for certified qualifications was an issue identified by the industry representatives interviewed. 

A lack of entrepreneurial skills is also an issue. The Ministry of Education and Culture has recognised that elements of entrepreneurship should be an element in the curriculum and has instigated a series of curricular reforms. The lack of incentives amongst 16-18 year olds in following a research career or in starting up businesses is a recognised barrier. Attention is also being placed on lifelong learning and on mechanisms to upgrade the degrees awarded by the private universities (the Higher Institute of Technology ceased to exist in 2007). There is good participation in lifelong learning although there are too few courses on offer. The establishment of the Open University of Cyprus was seen as a very positive step and has generated much demand for its programmes and modules. The Open University has been of particular help in upgrading the skills of older inhabitants who did not receive a tertiary level education.

The future of the Higher Institute for Technology is under debate. Cyprus faces a need for short-cycle courses on lower level skills. Some help is provided by the Human Resources Development Authority while the private universities offer non-certified courses. However, more providers would be useful.


[bookmark: _Toc245548485]Business Enterprise R&D and Innovation Performance
As noted above, one of the major challenges for Cyprus is the very low level of R&D investment by the business sector. Overall, about 75% of Cyprus’ GDP is accounted for by services, around 20% is generated by the secondary sector (i.e. manufacturing) and about 5% derives from the primary sector (Planning Bureau, 2009). Thus the industrial structure is not conducive to extensive R&D expenditures. Another major problem is the endemic lack of awareness of the potential benefits of innovation amongst businesses – although some limited measures are already in place to raise awareness (see Section 9).

The former incubators programme attracted some criticism during the discussions (see next Section). The Research Promotion Foundation intends to launch in 2010 (see Section 9) a new call for incubators: an earlier programme was run by the MCIT (in which most of the inventors’ proposals were in the areas of ICT and in e-health particularly). The new programme will target new high-tech start-ups. Apparently, the previous programme had too great a focus on ‘inventors’: the new programme will attempt to support entrepreneurial post-docs. 

A further major issue for business R&D and company start-up and growth concerns the lack of availability of seed capital and exit capitalisation. The Business Support Centre (under the RPF) has attempted to deal with this issue by guiding Cypriot entrepreneurs in search of capital support to foreign sources (for example, Greece). Business Angels solutions have been investigated and the government has looked at the possibility of loan schemes. However, the banking system in Cyprus is apparently not conducive to such forms of business support.

It was suggested that more incentive schemes could be introduced to mitigate the risk faced by companies and to lever additional R&D expenditure, for example, along the lines of R&D tax credit/deduction schemes. Greater flexibility with regards to industry participation in the RPF’s programmes was also seen as desirable.

One reported problem from the industry side is that Cyprus still lacks a single entity with responsibility for innovation policy. This lack of a clear strategic signal leads to uncertainty and restricts the ability of companies (and private individuals) to ‘buy-in’ to government plans for industry. The absence of policy inputs and leadership from the MCIT, which was felt to have a strong potential role, were also highlighted as failings.

The industry representatives identified a need for more prioritisation of research areas relevant to the country’s existing strengths. In terms of manufacturing industry, these were identified as pharmaceuticals (growing in importance); food (also growing with good opportunities); chemicals; and building materials. It was also felt that there needs to be a better balance between basic and applied research: research carried out in the new Cyprus University of Technology was thought to be more relevant to industry needs.


[bookmark: _Toc245548486]Technology and Knowledge Transfer
The allocation of EU Structural Funding for HEI–Industry linkages is influenced by the absence of any indigenous high technology industries with the consequence that Cypriot researchers need to consider other European companies as cooperation partners rather than companies within Cyprus. 

In addition, there is a lack of dialogue between academia and industry and the two sets of actors still “speak a different language”. Industry would like to see more applied research being performed, which could be translated into commercial products and processes. While the existing intermediary organisations have had some successes, there is a feeling that more could be done. It is recognised that companies are very risk averse: one suggestion was that broadening the definition of innovation might help to build more links with academics – i.e. by considering process and organisational innovation rather than just technological innovation.

While the new RPF programmes offer some good opportunities for the stimulus of knowledge transfer through a number of industry/academic cooperation schemes, more effort needs to be made to engage companies and enhance their role[footnoteRef:13]. The new innovation vouchers were felt to offer a useful tool that would be easy to apply. However, there was less satisfaction with the way in which the incubators programme had developed (see Section 6). This was initiated by MCIT in 1994/95 but encountered a number of problems. Industry has now been expecting a decision on the new lead organisation for the scheme since 2007, with no indication that a decision will be forthcoming in 2009 (RPF indicated that a new set of calls for incubators will be announced shortly – see previous Section). However, one of the major issues is that there is no continuity funding for incubators that have come to the end of their initial support. Many of these start-ups have made significant investments and there is felt to be a real danger that some of these initiatives will be killed off due to a lack of continuing support. [13:  for example along the lines of the CASE and Industrial Case schemes offered in the UK which support postgraduate student projects within firms, or networking initiatives such as the UK Knowledge Transfer Networks.] 


The current status of rules and restrictions on IP generated in the universities is unclear. Currently, it is understood that the Planning Bureau is collecting data on the rules for IP.

Apart from the programmes being launched by the RPF which are intended to promote and support knowledge transfer, other initiatives include the proposal (submitted to the Planning Bureau) by the Cyprus Employers & Industrialists Federation and the University of Cyprus for a ‘Knowledge Region Nicosia’ cluster development, involving industry and all universities and research institutes located in Nicosia, and a proposed Technology Park situated between Nicosia and Limassol. The latter will focus on the creation of research-oriented infrastructures and is awaiting a political decision.  


[bookmark: _Toc245548487]Innovation Governance
[bookmark: _Toc245548488]Governance structures
As described in background documents (see Section 1.2), the Planning Bureau is the lead agency with responsibility for research policy design and the Research Promotion Foundation (RPF) is responsible for policy implementation. The Planning Bureau operates through the Minister of Finance with whom its budget rests although it is an independent autonomous body. It has equivalent status to a ministry and has a major influence in overall economic and development policy design. The Planning Bureau has oversight of Structural Fund allocations, while science and research issues (including human resources for S&T) form a major part of its portfolio. However, it is recognised that innovation policy is still somewhat nascent. The Planning Bureau also represents Cyprus in a number of EU fora. 

The Planning Bureau has around 60 officials, most of whom have economics backgrounds.

The RPF was established around ten years ago in order to channel the public funds for research. Its chair is the Permanent Secretary of the Planning Bureau. The RPF was responsible for establishing the National Contact Point for Cyprus’ participation in the EU Framework Programmes. It provides assistance to applicants for research funding and implements international agreements in S&T. The RPF has some 50 staff, including about 30 scientific officers.

The Ministry of Commerce, Industry and Tourism (MCIT) is responsible for industrial policy, including the promotion of technology and entrepreneurship. Although the promotion of innovation resides with MCIT, de facto it is undertaken by the RPF. There is not a specific minister for research, thus depending on the specific nature of the discussion, Cyprus may be represented by either the Minister of Finance (for research-related issues) or the Minister of Commerce, Industry and Tourism (for sectoral and competitiveness-related issues) who will liaise prior to participation in, for example, EU meetings. Whilst there is not a single voice for innovation issues at these meetings, there is reported to be good coordination between the two ministers. The Permanent Secretary of the Planning Bureau may also be delegated as a representative at EU and other international fora. 

The Ministry of Education and Culture has never been actively involved in either research or innovation. While various agencies offer adult education programmes, including the Human Resources Development Authority, the Pedagogical Institute, the Cyprus Academy of Public Administration, Training Centres of MOEC, private universities and others, there is no single authority responsible for these programmes.

The Institute of Technology, which was concerned with innovation matters, was formerly under the remit of the MCIT. However, in 2007, as the result of an internal appraisal, the activities and personnel of the Institute of Technology were transferred to the Research Promotion Foundation along with responsibility for incubators policies. 

Due to the identified lack of comprehensive coordination for STI issues, a decision was made to create two new organisations: A new National Research Council (NRC) will be formed as the highest-level organisation with exclusive responsibility for adopting long-term strategies in research and innovation. The Council will be chaired by the President of the Republic (deputised by the Minister of Finance). Its members will be the Ministers of Commerce, Industry and Tourism, Finance, Education and Culture, Health, Transport and Public Works and Agriculture, Natural Resources and Environment. Industry representatives also stated that they would like to see a chair on the NRC to express the views of business. The Planning Bureau will provide secretarial support to the NRC.

A second new body, the Cyprus Scientific Council (CSC) will be an advisory scientific board composed of 10-15 members, all of whom will be qualified scientists, though not necessarily of Cypriot nationality. Its mandate will be to formulate research strategy proposals to the NRC. The RPF will provide secretarial support to the CSC, and will be the implementing mechanism of research policy, overseen by a Board of Directors which will include a number of key ministries.

As of October 2009, full implementation of the new structures was not complete, due in part to ongoing issues over the membership of the CSC and the RPF Board of Directors. It is expected that the CSC membership should reflect the research key priorities for Cyprus (ICT, biotech, health, social sciences, environment) and should also include female representatives. The current system (including the planned changes) is presented in the following chart:

 (
COUNCIL OF MINISTERS
PLANNING BUREAU
CYPRUS SCIENTIFIC COUNCIL
(10-15 members)
BOARD OF DIRECTORS
(12 members (6 ex-officio))
GOVERNMENT           ENTERPRISES          UNIVERSITIES          RESEARCH ORGANISATIONS
NATIONAL RESEARCH COUNCIL
(10 members)
RESEARCH PROMOTION FOUNDATION
)

[bookmark: _Toc245548489]Governance tools
Project monitoring (similar to that conducted under the FP7 process) is used by the RPF by its own in-house scientific officers. Programme evaluation is not extensively employed although Cyprus’ national research programmes and its participation in EU programmes were reviewed by an international consortium in 2006. Programmes are subject to internal ex ante evaluation during their design phase although most evaluation activities focus on process issues rather than assessments of outcomes and outputs.

The innovation observatory (ERMIS) is a recently created structure within the RPF, which will monitor the progress of implementation of DESMI and will carry out evaluations of the outcomes of other measures.


[bookmark: _Toc245548490]Policy Interventions 
The main research funding programme is the DESMI (Greek for ‘branch’) programme operated by the RPF (which is the only government body to fund R&D in Cyprus, although some government departments support research in dedicated agencies – i.e. the Agricultural Research Institute). Through DESMI, the RPF provides funding for Cypriot participation in EU and other international RTDI programmes (including activities under FP7, ESF, JRC, COST, Eureka, ERC, CIP and programmes run by international organisations) and, a comparatively new area of support for the Foundation, support to businesses and innovation support to SMEs (as part of the former Institute of Technology’s remit). Coordination for the participation in the above EU programmes is undertaken by the European Programmes and International Cooperation Unit of the RPF. 

Block funding for the public universities is provided by the Ministry of Education and Culture (MOEC) through a process of negotiation under which the universities submit their budget requests. The universities are free to allocate this funding internally as they deem appropriate. Much of this money goes for the support of infrastructure. The private universities are not eligible for Ministry funding but all universities are encouraged to seek private sector income and external donations. The MOEC has recently established a Quality Assurance Agency (which has now obtained legislative support) which will undertake evaluations and provide accreditation for both the public and private sector universities.

The overall structure of DESMI, which has five main ‘pillars’, is as shown below[footnoteRef:14]: [14:  A full description of DESMI my be found at: http://crpf.metacanvas.com/EN/national_programmes/nfprtd200920010/introduction.html] 


1. Strategic and Thematic Research: Support for multi-thematic research programmes:
a. Technology 
b. IT and ICT 
c. Sustainable Development 
d. Health and Biotechnology 
e. Economic and Social Sciences
2. Human Capital Development: Support for young researchers (towards the development of a research and innovation culture) and for PhD candidates:
a. Young Researchers – PENEK 
b. PostDoc 
3. Research and Innovation for Enterprise: Industrial sector funding, comprising:
a. Research by enterprises (especially SMEs)
b. Eureka Cyprus (a bottom-up driven initiative)
c. Innovation: The new Innovation Programme, which has four actions:
i. Innovation vouchers
ii. Support for patenting
iii. Support for clustering (yet to be launched and which will cover the areas of Food, ICT, Construction and Wood))
iv. Mediation services and Knowledge Transfer Offices (which includes the activities of the Business Support Service Centre under RPF and which has generated much interest and also collective research projects – including ERA-NETs)
4. Development of research infrastructures: Creation, upgrading and maintenance of research infrastructures:
a. New Infrastructure 
b. Upgrade of existing Infrastructure 
c. Access to Infrastructure abroad 
5. International networking and cooperation: RTDI activities:
a. Bilateral cooperation 
b. International cooperation 
c. Attraction of researchers based abroad
A breakdown of the budget of DESMI is given in the Annex.

A major focus of the fifth pillar involves the attraction of new researchers (especially new post docs) from abroad and the stimulation of collaborations with leading researchers based in other countries. The opening up of Cyprus’ national programmes is also a major goal (see Section 5).

DESMI was designed through a process involving public dialogue, thus demand should be expected to be high. Indeed, there is very high demand for DESMI’s programmes: 1,100 proposals in 2008, 1,200 proposals in 2009. Demand for the programmes related to research & innovation by enterprises was very low but increasing.

As already noted, public funding for R&D has significantly increased: in 2005 the RPF’s expenditure was approximately €250,000[footnoteRef:15] whilst this had risen dramatically to around €40m per year in 2008. With the growth of the university sector, the demands for infrastructural support have greatly increased and the intention is to greatly boost the capacity and scope of the Cyprus research system. Of some €120m allocated to the national framework programme funding for 2008-2010, around 50% (€50-€60m) will be supported by Structural Funds. [15:  Unconfirmed figure.] 


Under the new governance structure, the Cyprus Scientific Council will provide advice on the priorities and technical areas upon which DESMI and successor programmes should focus. The current thematic priorities are quite broad and incorporate generic issues such as sustainability and renewables, for example. Overall, the allocation of funds reflects the priority fields, which in turn reflect the demography (i.e. demand) of the research base, although emerging areas of research are quickly identified and supported.

Also of relevance is the Cyprus Innovation Award. This is an initiative of the Cyprus Employers and Industrialists’ Federation, which is conducted in cooperation with the RPF, and financed by the MCIT. There are four Awards annually and, uniquely, one of them includes the public sector as potential recipients. Their main purpose is awareness raising and encouragement for innovation.


[bookmark: _Toc245548491]Globalisation and Internationalisation
Promotion of international S&T relations forms one of the main policy priorities. To this end, several international S&T bilateral agreements have been signed, although the value of some of these (in terms of their implementation at operational level) has been questioned. Stronger links with international scientific organisations have also been developed – for example, a full membership application to CERN has been made. Generally, the funding instruments of the RPF have been used to support these initiatives and to encourage the development of new initiatives (such as the link between the Cyprus Institute and MIT).

Although integration with European programmes is relatively well developed (notably in FP, COST and ERA-NETs), it was noted that most European funding tends to operate better for larger countries and is not as favourable to smaller countries’ participation. Here, it was felt that more support for mobility was required – for instance, due to its geographic position, Cypriot participants in ERASMUS face comparatively higher travel costs – clearly, this is largely an external issue although national initiatives could ameliorate these problems. Nevertheless, Cyprus has performed well in terms of FP and European Research Council funding. 

The opening up of national programmes and moves towards the delivery of a greater number of courses in English by the public universities have already been discussed as ways in which Cyprus can attract more foreign students, lecturers and researchers. However, difficulties in obtaining visas currently form a barrier to the attraction of PhD students and postdoctoral researchers from non-EU countries. 


[bookmark: _Toc245548492]Summary of key issues

Based on the above discussions, the following are suggested key areas or issues that might be used by the peer reviewers to guide discussions during the visit to Cyprus:

· How to develop a research tradition, both in the public and political mind-set.
· How to increase the critical mass for research, created by an historic outflow of researchers and HRST and, until recently, the absence of a strong, well-funded university sector (although little research is undertaken in the private universities, as yet). Retention of researchers and S&E graduates remains an issue. How to improve the concertation of research activities and develop supporting infrastructures accordingly, in order reduce the fragmentation of research.
· How to overcome the shortage of basic infrastructures for research and develop research support services, using new funding streams that are now becoming available.
· How to enhance the levels of R&D interaction and knowledge exchange between the public and private sectors, hampered by a range of factors including the lack of a research tradition, issues surrounding patenting and patent fee administration, absence of seed and early stage capital financing, lack of success of early incubator schemes, the absence of a significant number of high-tech SMEs and larger companies and a reluctance for industry to fund collaborative R&D.
· How to introduce and use policy tools promoting a real dialogue between industry and academia and the creation and survival chances of start-ups.
· While current R&D funding levels are impressive, there is a potential danger of a lack of prioritisation. The role of the new governance bodies will hopefully address this concern. A major issue for policy makers is to link existing sectors of the economy and social policy with new/advanced technologies and scientific knowledge and to develop new economic activities out of this knowledge.
· Lifelong learning needs are being addressed but there is still a strong need to increase the present supply. 
· How improvements made to the RDTI governance system, may be accelerated and the effectiveness of the proposed bodies increased. The need for a primary agent for innovation may be addressed by the changes, provided it is vested with the appropriate authority and resources.
· Policy tools, such as evaluation, to monitor and measure the effectiveness of policy interventions are in the process of development. Given the rapid increase of research support and the critical need to assess its effectiveness, it might be suggested that more attention be given to the development and use of relevant policy tools. 
· There is increasing support for internationalisation activities, but the effectiveness of these is unknown and there may be an issue of under-capacity and critical R&D mass to engage effectively.
· Several initiatives are in place or being developed to increase the attractiveness of Cyprus to researchers from abroad, although efforts must be maintained to ensure their quality.


[bookmark: _Toc245548493]Key contacts for peer review visit

The following contacts were suggested for the peer review visit. Arrangements will be made to allow discussion with representatives from as many of these as possible:

· Planning Bureau
· Research Promotion Foundation 
· Ministry of Finance
· Ministry of Commerce, Industry and Tourism
· Ministry of Education and Culture
· Representatives from the six universities
· Representatives from the three largest research institutes
· Human Resources Development Authority
· Cyprus Chamber of Commerce and Industry
· Cyprus Employers and Industrialists Federation
· Industry representatives
· Incubator representative 
· Cyprus Patent Office
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Annex: DESMI budget – 2009-2010
	Pillars
	Programme
	Action
	Budget per year (€)

	1. Strategic and Thematic Research

	a. Technology 
	Materials – Nanosciences – Nanotechnologies
	2,720,000

	2. 
	
	Energy
	

	3. 
	
	Pure and Applies Sciences
	

	4. 
	
	Engineering Applications
	

	5. 
	b. IT and ICT
	Information Technologies
	1,960,000

	6. 
	
	Communication Technologies
	

	7. 
	
	ICT Applications
	

	8. 
	c. Sustainable Development
	Natural Environment Action
	2,460,000

	9. 
	
	Urban & Built Environment
	

	10. 
	
	Agriculture, Animal Farming, Fisheries and Aquaculture
	

	11. 
	
	Social and Economic Sustainability
	

	12. 
	d. Health and Biotechnology
	Public Health
	3,800,000

	13. 
	
	Biomedical Sciences and Biotechnology
	

	14. 
	
	Food Science and Biotechnology
	

	15. 
	e. Economic and Social Sciences
	Education
	3,080,000

	16. 
	d. 
	Economic Sciences
	

	17. 
	e. 
	Social Sciences
	

	18. 
	f. 
	Humanities
	

	
	
	
	

	2. Human Capital Development
	a. PostDoc (DIDAKTOR)
	-
	2,600,000

	19. 
	b. Young Researchers – PENEK
	-
	3,600,000

	20. 
	c. Development of Research and Innovative Culture
	Research Award Nicos Symeonides 
	200,000

	21. 
	g. 
	Students in Research Competition 
	

	22. 
	h. 
	Students in Research Competition 
	

	23. 
	i. 
	Technology and Innovation in Education Competition
	

	
	
	
	

	3. Research and Innovation for Enterprise
	a. Research by enterprises 

	New Products and Services
	4,500,000

	24. 
	
	Collective Research
	

	25. 
	b. Eureka Cyprus 

	EUREKA - New Projects
	2,400,000

	26. 
	
	EUREKA - Ongoing Projects
	

	27. 
	
	EUROSTARS Cyprus
	

	28. 
	c. Innovation

	Support for clustering 
	1,400,000

	29. 
	j. 
	Mediation services and Knowledge Transfer Offices
	

	30. 
	k. 
	Innovation vouchers
	

	31. 
	l. 
	Support for patenting
	

	
	
	
	

	4. Development of research infrastructures
	a. New Infrastructure 
	Strategic Infrastructure Project
	Will be specified

	32. 
	
	New Charitable Infrastructure
	

	33. 
	b. Upgrade of existing Infrastructure
	-
	2,650,000

	34. 
	c. Access to Infrastructure abroad 
	-
	350,000

	
	
	
	

	5. International networking and cooperation
	a. Bilateral cooperation 

	Greece, France, Italy, Romania, Slovenia, Egypt etc
	600,000

	35. 
	b. International cooperation 
	Action Targeted International Co-operation 
	2,750,000

	36. 
	
	Action Participation to ESF 
	

	37. 
	
	Action Participation to Joint European Programmes
	

	38. 
	c. Attraction of researchers based abroad.
	Experienced Researchers from Abroad
	800,000

	39. 
	
	Young Researcher from Abroad
	

	40. 
	d. Measures for Supporting International Collaboration
	Matching Funds
	2,550,000

	41. 
	m. 
	Ideas-2nd Opportunity
	

	42. 
	n. 
	Participation in FP7
	

	43. 
	o. 
	ESF Exploratory Workshops 
	

	44. 
	p. 
	Participation in International Conference
	


Source: Research Promotion Foundation, 2009. National Framework Programme (DESMI) for Research, Technological Development and Innovation 2009-2010.
