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WG1 RECOMMENDATIONS ON INTEGRATION OF NORTH-WEST RUSSIA INTO THE BALTIC SEA REGION 

(prepared by Nina Oding and Gennady Fedorov)

Innovations are regarded as a key resource for the sustainable development of Russia.  In order for the GDP growth to be supported by innovations and new technologies it is necessary to create beneficial conditions for innovations following the advanced practices in the developed economies.


It has become obvious that the development of Russia as a whole and the North-west region in particular is impossible in isolation from the world economy.  In a number of regions of Russia companies have already adapted to the new realities and got integrated into the international economic cooperation.  St.Petersburg is on the verge of post-industrial phase of its development.  


Nevertheless overall Russian innovations policies as carried out in the North-west of Russia despite a number of positive developments are still characterized by a large number of unresolved problems, lack of satisfactory conditions for the development, production and broad use of innovations in all spheres of the national economy.  The integration of Russian regions into the Baltic region is slow.  There are no signs that such cooperation and integration of the North-west of Russia into the Baltic region is really a strategic line whether of the Russian Federation or of its partners.

1
Overcoming the existing barriers


In order to intensify the integration processes between Russian and the EU in the Baltic Sea region it is important to sign new Russia — EU Agreement on partnership and cooperation in the nearest future indicating regional priorities, one of which is the Baltic cooperation region.


Authorities of Russia's Baltic regions and municipalities which are interested in the broadening of the cooperation do not possess sufficient political rights necessary for this.  The legislation of the subjects of the federation does not establish real opportunities of international cooperation between municipal rayons and city okrugs not to mention rural settlements.  It makes sense to use the international experience for the development of a system of legal acts regarding trans-border cooperation at all territorial levels.


Unlike in the countries of the Baltic region that are members of the EU and the Schengen agreement the development of the trans-border cooperation of Russian regions with their neighbors is complicated by the visa problem.  Concerning Kaliningrad oblast the possibility of visa-free travel within 20-kilometer zone around the border is currently being discussed.  Resolving this issue could contribute to the development of the trans-border linkages and economic cooperation in the neighboring areas of Russia on the one side and Poland and Lithuania on the other.

2 
Intensification of the integration processes

·  
Russian regions participating in the activities of euroregions should organize the association on coordination of mutual cooperation.  It makes sense to study the possibility of creating new euroregions (including for instance neighboring territories of Finland and Leningrad oblast).

·  
Russian participation in the strategic planning in the Baltic Sea region should be expanded (VASAB program, euroregions development projects, «growth triangles» etc).  It is necessary to envolve businesses into the development of the trans-border cooperation projects.

·  
Trans-border cooperation should evolve in the direction of industrial cooperation through the use of subcontracting and establishing regional clusters as territorial zones of innovations, involving contacts and cooperation of research and technological nature.  The possibilities of such cooperation appear in connection with the organization of the special economic zone «Neudorf» in St.Petersburg.  As for the Kaliningrad oblast technological cooperation is possible in such areas as machinebuilding, furniture making, amber excavation, food industry.

·  
The initiative of creating South-Baltic (with Kaliningrad oblast) and East-Baltic (with St.Petersburg and Leningrad oblast) «growth triangles».

·  
Tripolar socio-economic system including Polish Trehgradye (Gdansk-Gdyna-Sopot), Lithuaninan Klaipeda and Kaliningrad is possible.   In this system the cooperation is economically feasible in shipbuilding, oil refinery, TV sets and home appliances production, furniture making, fishery, amber excavation and other spheres.  Coordination of transit automobile and railway flows through regional seaports and airports is also of interest.  The largest touristic area on the Baltic using the sea cost potential as well as the historic heritage of the region could be formed here.

·  
It is important to undertake efforts to include the transport system of the North-West of Russia into the international transport corridors and the logistics systems.

·  
It is important to use the opportunities provided by the EU programs involving Russia (especially INTERREG).  Since Russia co-finances these programs, it should participate more actively in the elaboration of priorities and selection of the proposed projects.

·  
The level of integration of the research and development system with businesses as well as with research centers of the Baltic region.

·  
One of the reasons of the insufficient level of outsourcing in the Baltic Sea region is the absense of standardized business-processes.  A work should be started on dissemination of information on the functioning of innovations-based economy, on good practices of Russia’s neighbors in the Baltic Sea region.

·  
Information on the research and scientific potential of Russia’s North-West and the innovation’s strategy of St.Petersburg should be available to Russia’s neighbors in the Baltic Sea region.  Proposals regarding cooperation in the area of innovations should be prepared within the framework of this strategy.

3
Support for innovations and cooperation

· The role of indirect methods of stimulating activities of scientific organizations and industrial enterprises among the measures of support for innovations should grow.  In order to make tax stimuli more effective it is important to provide tax breaks (profit tax, land tax, property tax) to the donor-organizations, research organizations, and innovations enterprises.

· It is important to expand financing opportunities for research and development through providing better access to local and international finance.  It is feasible to adopt the practice of providing loans, credit to finance latter stages of innovative research, as well as venture financing through on the one hand attracting new institutional and private funds, and on the other hand by popularizing the venture financing technology among the potential recipients of these funds.

· Specialized organizations should be created, assisting in ideas search, fundraising. Collaboration in university research in the Baltic Sea region should be promoted.  The good practice of determining evaluation criteria for project proposals should be disseminated.

· Proposals of tax breaks, government grants and other forms of government sponsored assitance for the innovative organizations at the level of the city of St.Petersburg should be supported.

· It is necessary to support the development and realization of co-financing mechanism for mutual projects and programs together with the Russian Fund for assistance to the development of small enterprises in the research and technology sphere.

· It is necessary to get private business involved into the selection and financing of innovative projects based on the principles of co-financing; to get businesses involved into the development of trans-border cooperation projects.

· The demand for innovations among industrial enterprises should be stimulated by lifting import duties on some kinds of equipment not produced within the country.

· For further development of innovative and research activity it is important to create conditions for the establishment of a large number of state and private funds providing grants for scientific research.  Companies and entrepreneurs giving money to such funds should enjoy tax breaks.

· It is feasible to concentrate on the dissemination of knowledge and technology transfer, as well as specialists training.  Teaching Russian specialists English-language skills is important as it will allow to increase the mobility of skilled labor force and to intensify cooperation in the research and development sphere.

· Spacial distribution of industrial and technological centers raises the importance of foreign language skills, as well as of international technical standards knowledge.  It is important to expand communicative, institutional and cultural accessibility in the Baltic region, to lower communications barriers.

· Outsourcing development requires new quality of labor force.    Special programs must be designed for training of professionals for the innovations sphere, in particular based on Private-Public Partnership schemes.

· It is necessary to assist the creating of small innovative firms and to stimulate their engagement in the international technology-integration projects in the Baltic Sea region.

· Information systems outsourcing including client-server applications, technical and accident support applications, calls processing applications should be supported in the technology parks of the Baltic Sea region.

· It is important to support formation of scientific communications not intermediated by the academicians.  An alternative scientific information space must be formed, which could include new scientific journals supported by governments and municipalities, as well as specialized communication mechanisms based on modern network principles.

4 Infrastructure development

· Engineering centers attracting scientists should be promoted in the framework of the clusters being formed, particularly in St.Petersburg and Leningrad oblast.

· To stimulate innovative activities and to facilitate obtaining certificates on innovative products collective-use centers for technology transfer should be established.

· In St.Petersburg special attention must be paid to such infrastructure elements as incubators, start-ups, technology parks,  business angels, special zones, centers of cooperation between universities and scientific institutes with industrial enterprises, technology transfer centers for small and medium businesses, information and consulting centers especially in the area of innovations marketing.  To stimulate the establishment infrastructure objects Private-Public partnership mechanisms should be used.

· Kaliningrad innovations potential allows it to participate in the integration processes in the Baltic Sea region through the establishment of technology park based on Kant Russian State University.  Then Kaliningrad oblast will become the point of attraction for the innovations potential of Russian mainland’s cities, as well as the center of cooperation with technology parks of the universities of Gdansk, Klaipeda and other Baltic cities. 

· The need for land plots for innovations enterprises in the North-West of Russia must be taken into account.

· It is necessary to initiate and support mutual projects in the sphere of transport infrastructure facilitating free traffic of goods and people between neighboring regions.

· Information on the advantages of outsourcing should be disseminated widely, data on companies and services in the Baltic Sea region including the North-West of Russia should be systematized and be available.

5 Innovations policy effectiveness

· It is necessary to increase the role of regions and municipalities in carrying out the innovations policy, making them active participants of the innovations-based economy.   Their interest in revenues from the innovations and research should grow.

· Municipalities’ demand for the innovations in the spheres of transportation, nature protection, energy saving technologies, healthcare should be stimulated.

· A system of monitoring and evaluation of innovations policies realization using international evaluation criteria should be established.   Seminars and conferences should be regularly held to exchange information on achievements and needs of emerging innovative communities.

· Free and open access to information is one of the conditions for the development of knowledge-based economy.   Therefore it is necessary to create information centers, to support formation and functioning of research networks.
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