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Objectives

The project aims to explore the patterns of development and economic behaviour of a specific cluster of Bulgarian enterprises - the innovative small and medium private firms as potential bearer of 'technological renaissance' in region (Dyker 1997). Their strategy explicitly relays on technology transfer from developed Western countries and/or rapid commercialisation of their original R&D efforts. The project emerged from the recently completed large survey of the firms in the field of information and communication technologies in several Southeast European countries (www.isomatic.co.uk/tactics.htm). The study was one of the few to examine seriously the role the technologies played in the process of economic transition.
 The joint application of cluster analysis and multiple correspondence analyses to the data about firms' relationships with different type of agents inside and outside the business sphere has revealed a distinct pattern of innovative behaviour in the sector. This pattern was named as Neoschumpeterian model of economic transition, as complimentary to the various neo-classical liberal models and neo-statist models, largely discussed in the literature.
 (See Tchalakov 2002). 

At this stage the Neoschumpeterian model of transition" is a little more than hypothesis, if supported by clear empirical evidences.
 How spread is this model? Is it only a "sector specific'' phenomena? To transform this hypothesis into rich enough descriptive framework and reliable tool for the economic policymaking, we need more information about real paths of development of innovative SMEs in the country in at least several sectors of the economy. 

Research design

Comparative analysis of the patterns of innovative behaviour of Bulgarian SMEs in three sectors of the economy will be carried out - information technologies, pharmaceutical industry, and food industries.
 These are sectors with relatively developed knowledge base and high share of new private SME, some of which experienced substantial growth during the 1990s. We will start with an analysis of macro-economic data about the development of the SMEs in these sectors after 1990. Special attention should be paid on such indicators as share of R&D activities; ration between standard, licensed and original products and services, volumes and direction of export; manpower, etc. This will help to identify the potential 'Neoschumpeterian' type of SME and their regional localisation. 

Key point in study will be to trace the "carriers" of Neoschumpeterian SMEs, i.e. to collect 'time dimensional" data about the way firms are coping with technological, political, institutional and market uncertainties during the period of economic transition. (See Callon 1999) To this end a limited number of SME (up to 30) will be selected in each of the three sectors. Both quantitative and qualitative data will be collected about evolution of firms' economic indicators (product specialization, turnover, market shares, control shares, staff dynamics, R&D indicators), major turning points in their development, management strategies, lasting partnerships and institutional relationships, relationships with public powers, financial and legal institutions, etc. 

All collected data will be analysed with a set of advanced methods of data analysis in order to identify both common features the Neoschumpeterian model, and sectorial patterns. Special attention should be paid to the evolution of the patterns during the period of transition according to the changes in macroeconomic environment and successful strategies to cope with various types of uncertainties. At this stage we consider to apply either the temporal data analysis module of Réseau Lu software (Tchalakov and Mogutov 2002; www.aguidel.com) or sequence analysis, developed by Abbott (Abbot 1990) and recently used by David Stark and Balazs Verdes to trace pathways of property transformation among the Hungarian top 500 firms (Stark and Verdes 2002). 

Practical implementation of project results

The implementation of project results will rely on established relationships with branch associations in studied industries (if possible also with Bulgarian Industrial Association) as one of the few agents, able to promote strategic industrial policy in the country. The project results will be largely discussed at panel meetings with representatives of these associations, government officials and political parties experts. Following the discussions, they will be elaborated in explicit economic strategy and as booklet with provisional title "Innovation Policy and for Economic Growth". 

Already at this stage we are able to predict that if the pronounced sectorial patterns of innovative entrepreneurship were identified, the immediate consequence will be that economic policies have to be 'translated' and 'localised'. One and the same policy prescriptions might be crucial in one given setting and practically irrelevant in another. Another example is the finding from the above mentioned study of advanced communications that corruption and inefficiency of which the state administration is widely suspected does not seem too harmful in the experience of the majority of firms: the only group of declaring serious problems with state offices are 'neo-Schmpeterian entrepreneurs'. The other firms manage to find their own way of coping, i.e. through political protection, by paying legal advisors, or simply by-passing those state institutions. Thus the struggle for transforming the former administrative state into a real civil servant of the economy received another legitimisation: the corrupted state suppresses the most fragile subgroup of innovative firms, which are also those with a high potential for development. (See Tchalakov 2002, p.126)

The project results will be presented with special report at Economic Forum for South Easter Europe, with takes in October every year in Sofia. Using my contacts as president of Bulgarian Sociological Association, the project results will be presented also at the regular "Round Tables of Sociologists in South-Eastern Europe". Project results might be presented at relevant forum in CEU.

Bibliography

Abbott, A. (1990), Conception of Time and Events in Social Sciences methods. Causal and Narative Approaches, in: Historical Methods 23 (4):140-150

Amsden A., Kochanowicz J., Taylor L. (1994), The Market Meets Its Match: Restructuring the Economies of Eastern Europe. MA: Harvard University Press: Cambridge.

Callon M. (Ed.) (1998), The Law of the Market, Blackwell, New York.

Callon, M., (1999), Les réseaux comme émergente et comme modalité de coordination: le cas des interactions stratégiques entre firmes industrielles et laboratoires académiques, in: Réseau et coordination, Economica, Paris.

Chalakov, I. and V. Kirov, (2000), Risk Capital and Innovative Entrepreneurship in Bulgaria. In: Jelio Vladimirov (ed.) Contribution of Social Research to the Economic and Social Recovery Policy, Sofia: Sofiiski Novini Edition, pp. 158-171.

Coriat, B. and Giovani Dosi, (1995), The institutional embeddedness of economic change: an appraisal of the 'evolutionary' and 'regulationist' research programs, in: G.Dosi and R.R. Nelson (edc.), Innovation, Organisation and Economic Dynamics.
Dyker, D. (1997), The Technologies of Transition, Budapest, Central European University Press.
EBRD, (1994), Transition Report 1994, London.

Handson, P. and K. Pavitt, (1987), The comparative Economics of Research Development and Innovation in East and West: A Survey, Harwood Academic Publishers: N.Y.

Hausner J., Jessop B., Nielsen K. (1995). Strategic Choice and Path-Dependency in Post-Socialism: Institutional Dynamics in the Transformation Process. England: Elgar: Hants.

Hirszowicz, M. and A. Mailer, (1994), The Withering Away of the State - A neo-Liberal Fallacy, Polish Sociological Review, 3 (107).

Kochanowicz J.(1993). Transition to Market in a Comparative Perspective: A Historian’s Point of View, in: Poznanski K. (Ed.). Stabilization and Privatization in Poland: An Economic Evaluation of the Shock Therapy. Kluwer, Boston, 233-250.

Kornai J., 2000. Hardening the budget constraint: The experience of the post-socialist countries, European Economic Review Vol. 45 (9), pp. 1573-1599.

Kosolowski R. (1992). Market Institutions, East European reform, and Economic Theory, Journal of Economic Issues. 26 (3), 673-705. 

Menske, W. and K. M. Weber (2001), European Union enlargement: economic restructurinng in candidate countries and the role of technological change and education, Science and Public Policy, vol.28 (3), pp.154-168.

Minev & Jelyazkova (2000), Bulgaria: the Birth of Capitalism and Economic Rationnality?, Sociological Problems No.3/4, 2000 (Special volume on "European Trajectories of Economic Transformations", in Bulgarian).

Minev D., Fotev G., Gerov K., Vendov A., Hodja Y., Peikov T. (1996). The Bulgarian economy: Reforms, changes, and perspectives. Poligraph Ltd., Sofia, (in Bulgarian).

Olson, M., Jr., (1995), Why the transition from communism is so difficult, Eastern Economic Journal 21, 437-462.

Paasi, M., (1998), Efficiency of innovation systems in the transition countries, Economic Systems Vol. 22 (3), pp. 217-234.

Perez-Sebastian, F., (2000), Transitional dynamics in an R&D-based growth model with imitation: Comparing its predictions to the data, Journal of Monetary Economics, vol.45 (2), pp. 437-461.

Radosevic, S., (1995), Science and technology capabilities in economies in transition: effects and prospects, Economics in transition 3 (4), 459-478.

Radosevic, S., (1997), System of Innovation in Transformation; from Socialism to Post-Socialism, in: Charles Edquist (ed.), System of Innovation, Pinter: London & Washington.

Revol, H., (1994), Les enjeux de coopération scientifique et technologique avec les pays de l'Est Europeéne, Rapport - Office parlementaire de politique technologique et scientifique, France.

Schumpeter, J. (1934), The Theory of Economic Development. Harvard Univ. Press, Cambridge, Massachsetts.

Strak D., Bruszt L. (1998). Postsocialism Pathways. Transforming Politics and Property in East Central Europe. Cambridge University Press: Cambridge.

Stark, D. and Balazs Verdes (2002) Pathways of property transformation: Entreprise network careers in Hungary, 1988-2000. Outline of an Analytic Strategy, in: Network Visualisation Workshop, Paris

Tchalakov I., (2002). Towards a Neoschumpeterian Model of Post-Socialist Economic Transition, in: in: Sociological Problems, Special Issue 2002, LIK Publishing House, Sofia, pp.115-128
Tchalakov, I. and Burton, P.. (eds.) (2001), Project Tactics, LIK Publishing House: Sofia.

Tchalakov, I. And Andrei Mogutov (2002) Advanced Communications and Telematics Frims in Southeast Europe: An Indirect Method for Network Analysis, in: Network Visualisation Workshop, Paris

Vladimirov, Z., and Ivan Katzarski (2002). Enterprises' Market Behavior under Institutional Change in: Sociological Problems, Special Issue 2002, LIK Publishing House, Sofia, pp.115-128
 
� Technology has never been at the core either of neo-classical or neo-statist models. The core of the problem was seen to lie not in technology but in the system of economy, which systematically suppressed introduction of technological innovations. In the years after1989 the neo-classical model(s) were dominant. (Hirszowicz and Mailer:1994) The fundamental idea about the transition in the Eastern European economies was the "progression from a command economy to an open market economy" (EBRD, 1994). The research and policy program stemming from neo-classical model was clearly outlined by Radosevic (1997, p.371): "… The departing and ultimate states of this progression (transition) are assumed to be known. The idea underlying transition economics is that this progress can be measured and how close a country is to this ultimate state can be evaluated. The basic issues of such a research program are concerns focused around price and foreign trade liberalisation, bank reform, enterprise restructuring, and privatisation." Recently Kornai (2000, p.1591) summarised this model and its policy implications in the following way: "… When the post-socialist transition began, the conviction spread among Western economists that it was indispensably necessary and sufficient to perform three great tasks in the East European region. However, it emerged that the `holy trinity' of stabilisation, liberalisation and privatisation was not sufficient after all. Hardening the budget constraint is a task of equal rank with them." Kornai provides clear evidences for the different paths post-socialist countries followed in 1990s, which hardly could be explained with the speed and ways the ‘holy trinity’ requirements have been introduced.


� The 'neo-statist models' gained popularity after the mid-1990s, when the first failures of neo-classical liberal models became visible, together with growing disparity between different post-socialist economies. (Henderson, 1993; Kochanowicz, 1993, 1994; Amsden, Kochanowicz, Taylor, 1994) These authors saw the sources of the deep and prolonged crisis befalling on countries like Bulgaria, Romania and some others not in the speed and means by which 'Holy Trinity' principles were introduced but in the principles themselves. According to them, in the emerging markets in Eastern Europe the state must play “an absolutely central part in the formation of the new constellations of ownership and the new markets” (Block, in: Smelser & Swedberg 1994). The 1996 study of Bulgarian economical sociologists concluded that "... there is no difference whatsoever between the previous planned economy and the present economic activity based on monopoly agreements between the (mafia-like) economic groups and their masters" (Minev et all.1996: 244). Similar ideas underlie the so-called ‘bandit model’ of the governments’ role in East European economic transformation, defining the role of politicians and bureaucracies in post-socialist economies as 'bandits' attempting to extract maximum resources from the 'public'. (Olson 1995, pp.437-462). Recently Koford (2000, pp.307-338) used this model to explain the dynamics of transition politics in Bulgaria, which showed heterogeneity of economic policy during the 1990s and growing ability of the 'public' to resist.





� Hence for almost 10 years in the bulk of literature on the economic transition of Eastern Europe, the problems of technology and innovation occupied a marginal place, most of the writings sharing dominant macro-economic approach, sometimes coupled with evolutionist notions of 'diffusion' or 'transfer' of technology. (Handson & Pavitt 1987, Revol 1994, Radosevic 1995) This observation holds true even for the most ambitious project studying technologies in post-socialist transition economies(see Dyker 1997). The project highlighted "critical weakness" of the dominant approaches to the problems of economic transition and provided important theoretical insights and (macro level) economic analyses, including several case studies on the penetration of multinational companies in Easter Europe (see Sharp & Barz, and Havas in Dyker 1997).





� � HYPERLINK "" \l "_ftnref2" \o "" ��During the first months of the project implementation, and after IPF policy training and discussion with mentors we decided to limit our field work to two sectors only (IT and pharmaceutical/cosmetics industries), devoting more efforts on the specific policy related aspect of the project.
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