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PART I. Executive Summary
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PART Il. Report on regional situation of Region of Central Region

I1.1 Introduction

It has been two decades since the Romanian social, economic and institutional change has been in
progress, yet problems and deficiencies related to the transition period are to be found not only
regarding the national economic system but also at regional level.

As other post-socialist economies in the region, Romania came a long way towards free market
economy, where probably one of the most important preconditions to economic stabilization (and later
to prosperity) was the establishment of a stable legal and institutional environment. This process
has come to an end, parallelly with the consolidation of the new democratic structures of the national
socio-economic system. During the past twenty years changing governments were also creating more
or less consequently the necessary policy background supporting private entrepreneurship.

During the EU integration process new challenges appeared, such as harmonizing the national
legislation and policy framework with the EU’s.

Laws and institutions were also established in order to stimulate regional development. The law on
regional development in Romania no. 151 of 1998 established the institutional framework, objectives,
competences, and instruments specific to the regional development. 8 NUTS Il level Development
Regions were created, by merging the existing county level territory structures, for the diminution of
existing regional imbalances by stimulation of a balanced and sustainable development. These
regions became the implementation and evaluation framework of the regional development policy,
with an institutional background containing Regional Development Councils and a Regional
Development Agency network.

The business sector, especially the SME sector also faced new challenges. Nowadays, in a global
market context, competitiveness is the key to survival and to success in the case of Romanian
enterprises too. From this perspective, Romanian enterprises compared to other EU member states
are in general less prepared, despite the fact that the integration - beside its challenges - brought
new opportunities, such as programmes and tools supporting SMESs, putting emphasis on increasing
the competitiveness of SMEs. Many causes can be enumerated to account for this, but undoubtedly
one of the major causes we can name is the low innovation capacity of the sector both in absolute
and relative terms.

The innovation capacity of a sector or a territory is dependent on many external and internal factors,
and is measurable by using different indicators. For example, such an external factor is considered to
be the law and regulatory environment, or the governmental support provided for research and
development.

According to the Eurostat the Romanian government budget appropriations or outlays on research
and development (GBAORD) did not reach 0,3 as percentage of GDP (total R&D expenditure was
0,39% of GDP) in 2005, placing the country at the end of the list along with Latvia and Malta. This
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is far from the target of 3% established by the Lisbon Strategy, and without the increasing contribution
of the private sector it is quite unlikely that Romania will reach it. The total R&D expenditure did not
reach 1% of the EU 27 average in the case of all Romanian regions, except the capital. Another
innovation indicator is the proportion of the research and development personnel of total

employment. In 2004 in Romania this indicator showed only 0,45%.

Even so, the country is considered to be well positioned for a fast catching-up trajectory, indeed as a
result of reforms much progress has been made in recent years, both in the field of economy
(Romania was one of the fastest expanding economies in the region) and innovation. The business
and investment climate has improved recently a lot, a quite enterprise-friendly tax policy has been
introduced, while the lower cost of research activities might be considered a comparative advantage in

European context.

General situation of regional entrepreneurship and innovation capacity

The permissions of the development of regional entrepreneurship and innovation capacity were the
positive changes set in the macroeconomic structure and in the regulatory environment.

The development of the Region’s entrepreneurship and innovation capacity has not evolved
independently, since it shaped accordingly to the national trends and it formed on account of the
national development policies.

Since the beginning of the 90’s the Region’s GDP is constantly increasing, in 2006 making up this way
11% of the national GDP. The same way, in the recent years we could monitor growth from the point
of FDI flow and export operations.

In respect of the regional entrepreneurship, we can say that following the regime change a number of
enterprises came to existence, however the ability of adatptation to market conditions, flexibility,
competitiveness and survival rate of these enterprises was considerably low.

At the same time, large industrial enterprises privatized during the 90’s faced difficulties of the
structural change.

As regard SMEs, in accordance with official statistics the density of SMEs is constantly growing,
attaining in 2007 24,2 SMEs/1000 inhabitants in the Region, above the national average. According to
statistics the most innovative enterprises are small respectivelly medium sized. Allthough, (in spite
of their relatively low number) large businesses produce the most important share of the regional
enterprise sector’s turnover.

On the score of this we may draw the conclusion that smaller enterprises with smaller turnover in lack
of capital perform better in point of non-RD innovation.

The innovation capacity of the Region builds chiefly upon human infrastructure and intellectual
property, furthermore it is vital the future investement in infrastructure supporting innovation capacity.
In respect of the expenditures from the RD activity we can point out that beside the private and
government sector the tertiary education sector is becoming a more and more important sponsor of
the R&D&I.
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Several larger university centers seem to recognize the importance of RD and the importance of day
to day application of innovation. However the number of spin-offs, and innovative enterprises
developed as a direct result of the cooperation between the academic and business sectors
remains low. Inland and European programmes appear to be new financing opportunities for the

actors interested in cooperation for innovation.

Most promising sectors-progress

In the course of the analysis of the most promising sectors we have approached the subject from two
perspectives. On the one hand, we analyzed the efficiency of different sectors from economic aspect,
on the other hand we have hedged in the promising sectors from the viewpoint of innovation, as well.
In 2007, the service sector made nearly half of the regional enterprise sector’s turnover, while the
contribution of industry was 40%.

From the perspective of GVA, the situation is the same, the service sector being at the first place,
followed by the industry. As regard gross investments, in 2007 regional active local units investments
was 16064 million Ron, however, in this case industry was on the top of the list.

Nationwide, innovative enterprises flourished principally in the manufacturing sector, although in
the recent years the share of innovative enterprises in the service sector shows increasing
tendencies. While in 2002 only 27% of innovative enterprises pertained to the service sector, this rate
has increased to 32,5% (2004), respectively 37% (2006). Of course, the progress of innovative sectors
was different in rural and urban areas of the Region, facing different problems and reserving different

opportunities.

Main problems-obstacles that innovation development faces concerning innovative SMEs

After 1989, the Romanian R&D&lI sector faced problems like delaying institutional reforms, the poor
quality of the inherited research and development infrastructure and lack of international
cooperation capacity. Moreover the national and regional RDI system has been significantly
underfinanced; therefore the wages were not attractive for potential young researchers, not to

mention the phenomenon of brain drain that eventually led to the decrease in number of researchers.

In order to have a more detailed picture about the problems and obstacles innovation development
faces, beside quantitative indicators detailed below, we also need to present qualitative ones. While
carrying out the present study, several interviews were made with: the staff of institutions supporting
enterprises and R&D&I programmes in the Region; enterprise managers; and public administration
employees.

Based on interview responses we can assert that the Romanian law and regulatory environment
concerning R&D and innovation is basically harmonized with the EU’s, but specific procedural

problems still exist. Such a problem a is considered to be the procedure of obtaining a patent which
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can last up to 2,5 - 3 years, discouraging the birth of innovation among regional SMEs. As
presented before, the innovative potential of SMEs is the highest respecting the business sector, but
at the same time it must be noted that because of the low innovation culture among SMEs, the
share of non-innovative enterprises is still very high.

Probably one of the most serious lacks in the case of the Region is the lack of a regional innovation
strategy, which would respond to region-specific problems and opportunities. Even in absence of a
regional strategic framework, the business support infrastructure has recently improved (which is
confirmed by the increasing number of business incubators, and different centers and agencies
supporting regional SMESs), although in most of the cases these institutions act separately, not building
relations between them. Then again, the cooperation between the tertiary education sector and private
sector is also in its infancy, pulling back the coming into existence of sectoral clusters and networks.
Furthermore, existing intra-regional disparities are aggravating the situation, by concentrating the
business and innovation support infrastructure to the urban areas of the Region. Since the tertiary
education institutions and so the centers of research are also located in cities, the rural SMEs
(especially in the case of Covasna, Alba and Harghita Counties) are disadvantaged when it comes to
innovation. As economic consultancy services, instructions and knowledge in general are less
accessible in the case of rural SMEs, so are limitedly available the financial resources to invest in
R&D&I and to make technology intensive experiments.

Yet, there are still chances for rural areas to create innovation (rural innovation), by building upon
local particularities and upon local resources. Interviewed stakeholders from Harghita and Covasna
Counties noted that, in the case of rural areas of the Center Region, innovative initiatives may appear
in the field of renewable energy technologies (where already experiments are running on planting
energy grass), wood industry (more geographical clusters will be organized in this domain in the near
future), agriculture (there are plans for establishing agro-industrial parks in Covasna and Harghita
counties), waste management and tourism (creating eco-villages, production of bio products, etc.).
Finally, we need to underline that in some cases mentality itself can be considered an obstacle.
Beliefs like "Innovation always comes from the West” and "We don’t need to be innovative, we only

need models to follow” are beyond doubt unfavorable to innovation.

Initiatives, regional programmes &tools supporting SMEs

The national regulatory framework concerning the business sector consists of: commercial laws,
taxation laws, and other related laws (e.g. labour law, real estate laws and the law on foreign
investments).

Definitely, one of the most important problems concerning tools supporting regional SMEs is the
absence of a competent region-level authority and institutional background, as well as the
absence of a strategic framework for the development of the regional SME sector. Due to the given
centralized support, state budget financed programmes are accessible tools in the Region. Beside
these programmes the EU’s financial assistance, the Structural Funds are also accessible, although

in many cases the knowledge necessary to apply for funding is not possessed.
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On the other hand, much of the entrepreneurs are considerably skeptical in the matter of the funded
projects, as they think if a project requires public money (from the EU or state budget), the chances for
control and monitoring becomes more high and this may bring objectionable complications.

The National Credit Guarantee Fund for Small and Medium Sized Enterprises facilitates the access of
SMEs to financial instruments offered by commercial banks and other financing institutions, by offering
guarantees to banks for credit.

The interviewed enterprise managers hold the view that as a result of the economic crisis banks adopt
a more prudent policy in point of the grant of credits.

The business support staff shares the view that the investments of enterprises should be financed by
credits, furthermore the interviewed persons think that the current economic situation does not favours
this, and in many cases significant capitals invested in innovation are distracted from the production.
The strategical framework for Romanian R&D&I is assured by the National Research, Development
and Innovation Strategy 2007-2013. The attainment and putting into practice of the goals formulated
in this document is made with the help of the National Plan for Research, Development and
Innovation, for the period 2007-2013

As regard the support of innovative enterprises, this is made with the help of direct and indirect
tools. Direct tools are -among others- those innovative programmes that are accessible to the
Region’s enterprises as well, while the indirect tools are the different fiscal measures and tax

incentives guaranteed by law.

Role of research & technology parks - business parks, business support infrastructure

In regard of business support infrastructure the Region is in a prosperous position as compared to the
other Romanian regions.

One-third of the industrial parks operating in the country are located in Centre Region, furthermore
there are a number of business incubators, and the non-profit sphere aiming business support is
also well-developed.

Notwithstanding the interviewed staff drew the same conclusion that the number of business
support establishments and facilities in the Region is fairly low.

The interviewed staff of the institutions supporting SMEs considered that their contribution to the
enhancement of the Region’s competitiveness is reflected in the number of new jobs created by
supported enterprises or in the number of successfully managed projects.

The heads of business support infrastructure share the view that business support infrastructure
contributes to the development of the whole region and community, in the long run. They also think
that the participation of local governments in the installation of business support infrastructure is
vital; moreover it should be more emphatic in the future.

The initiatives of local governments (assuring land and public service infrastructure) should be
complemented by the involvment private capital as well.

Consequently, the role of these institutions and establishments is to increase the viability of

enterprises and to contribute to their competitiveness by offering tools and services otherwise not
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available to SMEs. Although the regional business support infrastructure is continuously expanding, in
most cases the services provided are not accessible for rural SMEs. Moreover, because of the low
level of collaboration, the coming into existence of geographical and sectoral clusters temporarily
remains beyond possibility. Nevertheless, a humber of enterprises in the region operating in cluster-

like environments and without doubt formal cluster establishments will come off in the near future.
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I1.2 Specific characteristics of the region under study

[1.2.1 General Situation in the region and regional indicators

Geographical location and infrastructural overview

Located in the centre of Romania, in the basin surrounded by the Carpathian mountain range, the
Center Region consists of the following six counties: Alba, Bra ov, Covasna, Harghita, Mure and
Sibiu. There are a lot of rivers in the Region; moreover here can be found the springs of the country's
two major rivers, the Mure and Olt. Almost half of the total area is covered by the Carpathian
mountain range; therefore the Region has a mountainous character. The specific relief and the
continental climate permit the existence of a various fauna and flora. The Region covers an area of
34,100 km2 (14.3% of the country’s total area) and it has a population of 2.53 million people (11.7%
of the Romanian population), therefore the Center Region is the fifth most populated area of the
country. Due to its geographical location the Region is neighbouring six other Development

Regions.

As illustrated in Table No. 1 the Region has a total public road length of 10714 km, out of which 26%
(28% at national level) is modernized public roads. The road network density in Alba County is the
highest (42,3 km/100km2), but at the same time this County also has the highest share of un-
modernized public roads (19.2%). The proportion of modernized public roads in Bra ov County
reaches 44,0%, followed by Covasna (37,5%) and Harghita (27,3%) counties.

The two planned highways passing through the Region that are to be built in the near future will
increase beyond doubt the accessibility of the Region and will promote economic development as
well. The Transylvania Highway will interconnect the south-east part with the north-west part of the
Region, as it will be built between the municipalities of Bra ov and Oradea. Another highway will be
built between Pite ti and N dlac, crossing the south-western part of the Region, connecting this way
the Region to the 4th Pan-European Transport Corridor.

The number of automobiles as vital elements of individual mobility will be presented in the following.
There are 160.1 cars per 1000 heads in the Region, this value being slightly behind the national
average of 164,4 cars per 1000 persons. In regional context, the counties with the highest number of
cars per 1000 people are Brasov (178,8 cars per 1000 people) and Sibiu (179,1 cars per 1000
people), while the lowest value can be found in case of Mure County (142,5 cars per 1000 people).
The Region has 1337 km of railway, characterized by a lower density (39.5 km railways/1000 km2)
compared to the national average (45.3 km/1000 km?2).

There are two functional airports: one in Sibiu and the other in Targu Mure . In 2006 the airport of
Sibiu registered the 6™ heaviest passenger traffic in the country. The accessibility of the Region will be

further improved by the airport being built in Bra ov in the near future.
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Regarding public services 64.5% of the Region’s settlements had public water supply network in 2006,
while the national average was 63.0%. Within the Region, the extension of the public water system is
the highest in Bra ov County (81,0%) and Harghita County (70,1%).

The share of sewerage service is much lower, since only 29.5% of the settlements at regional level,
and only 22.3% at national level possess waste water system.

Concerning the wastewater systems, the two extremities of the Region are Covasna (37.8%) and Alba
(21.8%) counties.

Piped gas is available in 57% of the Region’s settlements, which highly surpasses the national
average (24.4%). At regional level, in Mure and Sibiu counties this value is 81.4% respectively
73.4%, while in case of Harghita and Covasna counties this percentage is 32.8 and 31.1, still these

values are above the national average.

As far as the educational infrastructure is concerned, the Region’s education system is well
developed and accessible. In 2007 the number of schools was 1125, 59.5% of which were
functioning in urban areas. The number of elementary and primary schools was 591, of which 136
were in Mure and 125 in Bra ov County. The territorial distribution of secondary and vocational
schools in the Region (207 such institutions) is well-balanced, while the higher education institutions
are concentrated to Mure , Sibiu and Bra ov counties. The language of higher education is mainly
Romanian However, there is a small number of institutions that opened the door to learning in German
and Hungarian languages as well, giving the opportunity for further studies to the Region's ethnic
minority groups.

The number of faculties working/functioning in the Region is 74, that constitutes 12% of the totality of
faculties operating in the country. The rate of university graduates within the whole educational
population shows a dynamic growth in the period between 1990-2007.While in 1990, the proportion of
university graduates within the whole educational population was 2.2%, in 2007 this proportion rose to
29.6%.

In 2007, nearly half (45.9%) of the university graduates took a degree in the higher education
institutions of Brasov County, 30,3 % graduated in the higher education institutions of Sibiu County,
while in Harghita and Covasna County 1.9%, respectively 1.7% graduated. 58,7% of the university
gratuates has taken their degree on a full-time course, 32,2% on correspondence course, while 9,1%
on course with reduced attendance.

Within the educational population, the rate of population over the age of 25 shows an increasing
tendency, as this proportion has risen from 1,4% (1995) to 6,3% (2008), 2.1% of which is made up by
students over the age of 35. The attendance of population over the age of 25 in the educational
system reveals the importance of life-long learning, beside the more and more increasing demand of

the professional specialization.
Regarding the situation of the regional health infrastructure, in 2006 there were 51 hospitals

functioning, providing a total number of 17,848 hospital beds (7.1 beds/1000 inhabitants), and

employing 5,461 doctors. The regional distribution of the hospitals is quite unbalanced: while in Alba
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County there are 14 hospitals functioning, in Harghita County the number of these institutions is only
5.

Both at national and regional level we can monitor a dynamic growth in the application of
informational and communicational technologies within households, institutions and enterprises.
Approximately 24, 3% of the Region’s enterprises has direct access to the internet, that is below the
national average (with 1,3%), ranking the fifth in the scale of the country’s regions, being behind
Bukarest-lifov (33,9%), Sud-Vest Oltenia (26,1%), Sud-Est (25,1%) and Nord Vest (24,4%) regions.

In 2006, the Region’s enterprises owning a computer showed an average of 20 computers/100
employees (25.4 computers/100 employees at national level), out of which 12.9 computers had
internet access. Accordingly, 64,3% of the computers used by the Region’s enterprises had access to
the internet.

The number of educational institutions with computers had quadrupled in the Region between 2001
and 2008 (the number of computers increasing to 35012). About one-quarter of the computers
possessed by the regional educational institutions are held by the schools in Bra ov County, 21,09%
are in Mure County, 19,93% in Sibiu County, 12,08% in Harghita County, while only 6,73% are in

Covasna County.

All'in all, the Region has a favourable geographic location, and a quite well developed infrastructure.
The education system is also well developed and accessible, although the higher education
institutions are concentrated in specific areas. Informational and communicational technologies are

spreading, and the e-business comercial activites become more and more common in the Region.

Socio-demographic situation

As mentioned above, the Region has a population of 2.53 million people, 11.7 percent of Romania’s
population lives in the Region. Within the Region Bra ov (23,6%) and Mure (23,0%) counties have
the largest proportion, while this percentage in case of Harghita and Covasna counties is the smallest,
which are ihabited by 12.9% respectively 8.9% of the Region’s population.

Figure No. 1
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Distribution of the Region's population by
counties
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Source: National Institute of Statistics, Statistical Yearbook, 2007

In terms of nationality, the Region’s population is remarkably heterogeneous: 65.4 percent are
ethnic Romanians, the proportion of the Hungarian population is 29.9%, the Roma population is 4,0%,
and 0.6% are ethnic Germans, while 0.1% are other nationalities (Source: 2002 Census). The
population of Alba, Sibiu and Bra ov counties consists of predominantly ethnic Romanians, while in
Harghita and Covasna counties, the Hungarian population constitutes the majority, and additionally in

Mure County the proportion of Romanian respectively Hungarian people is almost equal.

Due to the extent of the area, the population density is below the national average. The Region’s
population density is 74.2 heads/km2, as compared to the national average of 90,5 heads /km2. The
counties with the highest population density are Bra ov (111.1 inhabitants/km2), Mure (86.9
inhabitants/km2) and Sibiu (77.9 inhabitants/km?2), while the most rarely inhabited areas are Covasnha
and Harghita (49.2 inhabitants/km2) counties (Map No. 1).

Figure No. 2
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A significant proportion (40.2%) of the Region's population lives in rural areas (Figure No. 3). As
compared to the regional average, in Harghita, Covasna and Mure counties the ratio of rural
population is higher. This is mainly due to the lack of large cities, as in Harghita and Covasna counties
the small and medium sized towns have been unable so far to become a driving force of the economic
development of the surrounding areas.

Two major factors affecting the evolution of population are natural growth and migration. The natural
growth shows negative tendencies at both regional (-0.7 %0) and national level (-1.8%o). In the case of

Covasna County (12.0 %o) and Bra ov County (10.2 %o) the birth rate slightly exceeds the death rate.

Figure No.4
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The Region's infant mortality shows 12.4 %o, out of which Bra ov County has the highest indicator of

infant mortality (15.2 %o), while the lowest value was registered in Sibiu County (11.3 %o).

As far as migration is concerned 3.1% of the Region’s population changed permanent residence in
2008, while at national level this percentage was 3.6 (Figure no. 5, Map No. 2).

As a result of the internal migration the rural population of the Region has increased by 5.3%., and at
the same time the urban population has decreased by 3.8%.. Accordingly, we can monitor a barely
perceptible diminution of the population.

As a perceptible phenomenon, the migration of urban population toward rural areas can be observed
in the Region which on the one hand, can be comprehended as a suburbanizing process; on the other
hand, it can also reflect the lack of viability of cities.

Regarding international migration, in 2008, 337 was the number of immigrants at regional level, as
compared to the number of 2739 emigrants, resulting this way a diminution of population by 1.0%o.
The phenomenon of international migration affects mostly two of the Region’s counties: Sibiu (-1,7%o)
and Bra ov (-1,2%o) (Figure no. 6).

Map No. 3
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International migration, vear 2008
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The regional age structure is similar to the national age structure. In 2006, the proportion of working

age people was 66% at regional level (69.2% in Bra ov County and 63.7% in Mure County) and

65.1% nationwide.

As illustrated below at both regional and national level the number of persons aged 60 years and older

is higher than the number of persons aged under 15.

Figure no. 7

Structure of population by age groups, year 2006

80%

Center
Region

Sibiu
County

Mure
County

Covasna
County

Alba County  Bra ov

County

Harghita
County

e 0-14 years

= = (-14 years Romania

e 15-59 years
= = 15-59 years Romania

mmm 60 years and over
= = =60 years and over Romania

WP 3.1 Study of innovative potential of Central Region_RO

Source: National Institute of Statistics, Statistical Yearbook, 2007

17



Between 1990 and 2008 the aging index has duplicated both at regional and national level (Figure No.
8). The population aging process mostly affects Alba (1033.9%.), Mure (947.5%0) and Bra ov
(907.6%o0) counties.

The Region's total dependency rate is 41.6% (43.0% nationwide), which shows the proportion of 0-14
years old respectively 65 years and over population, taking into consideration the number of 15-64

years-old population (Figure no. 9).

In 2006, the ratio of the economically active population was 44.3%, out of which 40.3% was the
proportion of employed and 4% was the proportion of unemployed population in the Region. The
proportion of urban employed population was 43.6%, while in rural areas this share was only 35.4
percent. As far as the unemployed population is concerned, there are no significant differences
between urban and rural areas. The proportion of economically non-active persons was 55.7% at

regional level, 60.7% in rural, and 52.4% in urban areas

Figure no. 10
Population structure by participation in economic
activities
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During the period 1990-2007 there was a decrease by 15.8% in the regional economically active
population (falling from 1310,5 thousand to 1103,3 thousand persons) (Figure No. 11), while in the
same period the decrease of Romania’s active population was 16.1%.

The activity rate of the Region has also decreased from 79.5% (in 1990) to 67.2% (in 2007), while
the activity rate of the country has abated from 82% to 66%. Concerning the changes in the activity
rate in case of the counties, significant discrepancies can be observed. At regional level Alba County
disposed of the highest activity rate (76,3% in 2007 above the national average) while the lowest

activity rate was recorded in Bra ov County (60.8%)
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Figure No. 13

The Evolution of the activity rate
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The global activity rate in 2007 was 43.7% in case of the Region and 42.2% at national level.
Significant differences exist between the counties from this perspective also (Figure No. 14).

Similarly to the evolution of the economically active population, a remarkable decrease can be
observed in the ratio of the employed population as well (a perceptible diminution in their number:
falling from 1239,6 thousand persons to 1049,9 thousand persons between 1992 and 2007, which
means a decrease by 15.3%) (Figure No. 15). At national level the employment population ratio
showed a decrease by 16.6%.

In the period 1990-2007 the regional employment rate decreased from 79.5%, value recorded in 1990
to 64% till 2007, while the national employment rate in the same period also decreased from 82, 5% to
63, 4%.

At regional level, Alba County holds the highest employment rate 71,9% in 2007, above both national
and regional average values. Three other counties of the Region: Mure (65.8%), Sibiu (65.4%) and
Harghita (64.2%) are also above the regional and national average, while Covasna (60.9%) and
Brasov (57, 7%) underachieve (Figure No. 16)

The Figure below illustrates the distribution of the employed population by main sectors of the
economy.
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Figure No. 17

Civil employment, by main activities of national economy
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At regional level, 45.2% of the employed are part of the service sector, followed by the industry
(28.1%), agriculture (23.5%) and construction (5.8%).

The proportion of employees in the regional service sector increased by 41.8% between 1992 and
2007. The number of employees in the construction sector also increased, while decline
characterizes the industry and agriculture.

It must be noted that 64,6% of the employed population lives in urban areas while only 34,4% are from
rural areas.

From the perspective of the educational level, in the sphere of employed population the population
with medium educational level (71.1%) had the highest share in 2006, out of which 33,4% were those
with high school qualification, 32.7% had vocational qualification and 5.88% had technical foremen
education level, 13,17% was the population with attained tertiary level of education, while the
proportion of the population having low educational level was 15.7%. 91.5% of the university
graduates were employed in urban areas, while 73,1% of the employed population having low level of
educational attainments were working in rural areas.

Similarly to the national trend, we can also monitor both increasing and decreasing tendencies in the
evolution of the Region’s unemployment rate.

The highest rate of unemployment at both national (11.8%), and regional level (11.0%) was recorded
in 1999. The figure below illustrates the evolution of national and regional unemployment rates in the
period 1991-2007.

Figure No. 18
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In 2007, the regional unemployment rate was 4.8% (4.0% at national level), the highest value was
recorded in Covasna County (7.0%), followed by Alba (5.7%), Harghita (5.1%) and Brasov (5.0%)
counties, while in case of Mure (4.3%) and Sibiu (3.1%) counties this rate was below the regional
average (Figure no. 19).

In reference to the situation of the Region’s labour-market, it is obvious that there is a negative
tendency in both, the evolution of the (economically) active population and the evolution of the
employed population, which has a negative impact on the economic dependency ratio. In 2007 at both

national and regional level there were 1,5 economically non-active person per 1 employed person.

In reference to the situation of the regional labour-market it is obvious that there is a negative
tendency which leads to the growth of the economic dependency ratio.

These statistics clearly point out the generally low level of education in case of the employed labour
force, and it also underline the fact that employed people with higher educational levels are
concentrated in urban centres. This phenomenon has a significant impact on deepening the intra-

regional economic disparities.

Economic characteristics
Over the past 15 years the inflation rate has continuously decreased (the maximum inflation rate was

151,4%, registered in 1997), abating to 8,6% in 2005 (Figure no. 20). The considerable decrease in

the inflation has been accompanied by the increase of both national and regional GDP.
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In 2006 the Region’s contribution to the national GDP was 40291,2 million Ron. In percentage terms
the contribution to GDP has been trending down in recent years, as in 2006 it was 11.7% compared
to 12.5% in 1998, placing the Region fourth among the eight regions of Romania. (Figure No. 21-22).
Figure No. 21
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Map No. 4

GDP by Development Regions, year 2006
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The Development Regions’ share in national GDP (in terms of percentage) was significantly
influenced by the spectacular evolution of the capital (Bucuresti-lifov Region), whose contribution has
increased from 16.5% to 22.5%.
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The contribution of counties to regional GDP (Figure No. 23) shows disparities: Bra ov (27,9%)
and Mure (20,3%) counties producing nearly half of the Region’s GDP, Sibiu contributes with 19%,

followed by Alba County (14.8%), while Harghita (11,1%) and Covasna (6,9) Counties lag behind.
Figure No. 23

Contribution of counties to regional GDP
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The regional GDP grew by 25.3% between 1990 and 2004, under the national growth of 28.1%. In
the period 2000-2004 the growth rate of regional GDP was 5.5%, its highest rate (7.4%) being
recorded in 2002.

With an average GDP per capita of 15920 Ron the Center Region is ranked third on the national
scale, barely below the national average (Figure No. 24). The GDP per capita in Bra ov (18902,5
Ron) and Sibiu (18050,05 Ron) counties is fairly above the regional average, Alba County (15778,9
Ron) approximates the average, while in Mure (14015,7 Ron), Harghita (13680,2 Ron) and Covasna
(12422,1 Ron) counties the lowest values were registered (Figure No. 25).

Map No. 5
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GDP per capita by counties, vear 2006
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The Center Region produces 11.9% of the country’s Gross Value Added, in absolute terms the GVA

per capita is 1196,7 Ron, slightly above the national average (Figure No. 54).

In 2006 the most

important sectors contributing to regional GVA were the services and industry with 37,1,

respectively 34,1 percentage. The contribution of agriculture and construction to the production of the

Region’s GVA was 11%, respectively 5,7% (Figure No. 26).

Figure No. 27
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Foreign direct investments have a significant role in the economic development of the country and of
the Region as well. According to The National Bank of Romania, Statistical Survey in Romania
between 2003 and 2007 the volume of FDI increased remarkably (Table No. 3 -4).

In 2003 the FDI flow in the Region was 1041 million euro, which tripled to 3451 million euro to 2007.
Contrarily, in the period between 2003 and 2007 the national FDI flow quadrupled, increasing from
9662 to 42770 euros (Figure No. 29).

In 2003 the FDI per capita was 409 euro (at regional level), by 2007 this value increased to 1403 euro
(compared to the national level, this is a moderate cadence).

From the point of view of FDI volume between 2003 and 2007, the Region ranks the second (among
the eight Development Regions) on the national scale (after Bucure ti-lifov Region)(Figure No. 30).
Map No. 6

FDI per capita, year 2007

In 2007, 14% of greenfield investments were carried out in the Region, ranked this way the second
(behind the capital).

The volume and structure of a region’s export indicates its state of economic development, since the
premise of the export operation’s success is the dynamical development of the economic sectors.

In the period 2001-2005 the regional export performance showed improving tendency, and at the
same time the structure of these operations changed.

By 2005, the volume of export increased by 15,2% on average each year, exceeding 2,4 billion euro,
which means an increase by 76,4% compared to 2001. The regional export growth exceeds the

country’s export growth (74,9%).
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Map No. 7

Export value by Development Regions, year 2005
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At regional level, the most spectacular export growth was produced by Bra ov and Harghita counties,
where the growth was 113,3%, respectively 98,4% in the period mentioned Covasna County only

produced an increase by 19% in export operations (Table No. 5)

Map No. 8
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In 2005 the Region’s share of the national export operations was 10,9%, ranked sixth among the
Romanian regions. The regional export value per capita was 956 euro, which is slightly below the
national average of 1029 euro/capita (Table No. 6).

Within the national export operations the Region excels principally in the export of leather and leather
garments (exporting 45,5% of the national volume). Furthermore, the Region exported 32,1% of
wood and wood products, 31,3% of the cement and ceramic products, and 19,1% of furniture.
Between 2001 and 2005 the regional export increased regarding paper, cardboard and cardboard
products, animals and animal products, while decrease can be observed in the case of the plastics
and plastic products and chemicals (Table nr.7-8)

The most significant contributors to regional export are: Bra ov (26,6%), Sibiu (22,8%), Mures (19,6%)
and Alba (16,2%) counties, while the contribution of Harghita and Covasha counties was 7,7%,
respectively 7,1%. At regional level a kind of specialization by exported products can be observed.
Thus, Harghita and Covasha counties are exporting mainly textiles and clothes, Alba County plays a
significant role in exporting wood products, Brasov County is exporting machinery products and

electronic equipment, while Mures County excels in the export of chemical products.

The Region is endowed with a remarkable touristic potential thanks to the (complex
geographical, ethnic, cultural and religious composition) varied natural and cultural environment,
making diversified touristic activities possible. The Region is one of the country’'s major
destinations, confirmed by the number of tourists visiting the Region, as well as by the rhythm in

extension of accommodation capacity.

WP 3.1 Study of innovative potential of Central Region_ RO 27



After 1990 the region’s accommodation capacity extended significantly, therefore in 2008, 26% of
the total existing accommodation capacity could be found in the Region. The development of the
accommodation capacity underlines major differences between different territories, the most
prominent counties being Brasov and Harghita counties (Figure No. 31). Thus, Bra ov and Harghita
counties hold the highest accommodation capacity at regional level (38,9%, respectively 32,7%).
According to statistics the Region’s accommodation capacity represents 13,4% of the country’s
capacity, ranking this way the second on national scale. Within the Region, 40% of the
accommodation capacity is in Bra ov County, 18,5% in Harghita County, followed by Sibiu County
(13,4%) (Figure No. 32-33).

In parallel with the extending accommodation capacity, the number of accommodated tourists
increased from 836 thousand (2001) to 1,29 million (2008) (Figure No. 34).

79,2% of the tourists visiting the Region were Romanians , while 20,8% foreign tourist.

In 2008, nearly half of the tourists visiting the Region (45.1%) attended Brasov County, 22% visited
Sibiu County, and only 6% was eager to discover the treasures of Harghita County (Figure No. 35).
The number of overnight stays in the Region decreased, from 6,3 million (1990) to 3,1 million

(2008). The majority of foreign tourists arrived by road, although the air transport is becoming more
and more important. In this perspective the regional airports mentioned before have a significant role
(Figure No. 36).

As presented above, in recent years the region’s GDP has been growing continuously, while the
contribution of the counties to the regional GDP shows significant differences. A remarkable increase
can be observed in the volume of FDI flow and regional export operations, accompanied by a kind of
(county-level) specialization as far as exported products are concerned. The Region is one of the
country’s major destinations, with a remarkable tourist potential, although the opportunities in scientific
tourism and conference tourism are not emphasized enough, and neither is the role of innovation in

the field of tourism.

The National and regional strategic framework

This chapter focuses on detailing the existing territorial and sectoral development strategies and plans
concerning regional SMEs and innovation.

The National Development Plan’s priority no.1 overall objective is to increase the productivity of
Romanian companies in order to get closer to the EU average productivity rate. The aim is to generate
an average annual productivity growth of 5.5% that will allow Romania to attain a level representing
55% of the EU average by 2015.

Among the specific objectives there are the increase of the SME contribution to the GDP by 20% by
2015 and the increase of the value of total R&D expenditures by up to 3% of the GDP in 2015.

The National Strategic Reference Framework 2007-2013 key aims are to
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strengthen the strategic focus of Romania’s Economic and Social Cohesion Policies and to make the
correct and appropriate linkages to the European Union policies, notably the Lisbon Strategy, which
builds policies for economic growth and the creation of jobs.

The NSRF vision is to create a competitive, dynamic and prosperous Romania, and the objective is to
reduce the economic and social development disparities between Romania and other EU Member
States, by generating a 15-20% additional growth of the GDP by 2015. Relevant sectoral and
operational programmes implemented through NSRF have been previously discussed.

The Center Region Development Plan 2007-2013, strategic objective is to create a competitive
business environment capable to reduce intra- and interregional disparities. Priority axe no. 2 refers to
supporting businesses, while priority axe no. 5 is engaged in research, technological innovation and
creation of the information society.

There are also county level strategies that aim the integrated development of the area of the given
county. These planning documents contain different development proposals respectively objectives
regarding the enhacement of the business sector of the county.

The National Research, Development and Innovation Strategy 2007-2013, and the National Plan
for Research, Development and Innovation, for the period 2007-2013 are the main instruments

regarding the development of the national RDI system.
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[1.2.2 SWOT analysis of the region

Strengths | Weaknesses
Transportation and logistics networks
favourable geographic location of the remote rural areas in Alba and Covasna
Region counties
neighbouring six other Development un-modernized public roads
Regions the lack of large cities in the northern part of
two functional airports the Region

increasing PC penetration
increasing internet penetration

Production systems and human resource management
expansion of the construction sector

increasing regional GDP less competitive enterprises compared with
increase of export volume other EU member states

successful reforms made in the field of low productivity in case of industry and
economy agriculture

well developed industry in the southern low added value of agricultural products
part of the Region SMEs density above the national average
extending regional accommodation the low share of micro and small enterprises
capacity of the regional enterprise sector’s turnover

new jobs created in the Region thanks to
the business support infrastructure

well developed and accessible
educational infrastructure

existing opportunities for further studies
for Region's ethnic minority groups
increase in the number of population with
attained tertiary level of education

Opportunities | Threats

Economic environment
improving climate for business and

investments the (global) context of competitiveness
increasing FDI in the Region increasing economic disparities between
increasing regional active local units’ counties of the Region

gross investments diminution of economically active population,
dynamically developing economic sectors decreasing activity rate

enlarging list of exportable products decrease in the number of employed

many state-budget financed programmes population

available in the Region employed people with higher educational
funding opportunities for regional SMEs, level concentrated in urban centres
available EU financial assistance increasing number of economically non-active
continuously developing regional person per employed person

business support infrastructure
planned highways passing through the
Region, airport being built in Bra ov

Social/cultural environment

heterogeneity of nationality as an the territorial concentration of higher
opportunity for establishing international education institutions
relations aging population

varied natural and cultural background
tourists visiting the Region
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the application of informational and

communicational technologies

support for e-business applications

Technological environment

increasing intraregional disparities in technical
infrastructure and equipment level
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PART Ill. Main actors contributing to the development of innovative
capability and entrepreneurship of the region

[1.1 The general situation of the business sector, mostly focusing to innovative
entrepreneurship

Review of the regional business sector

One of the major goals in EU regional development policy is the achievement of social and economic
cohesion. Different sectoral EU policies are also supporting the idea of a balanced territorial
development while other basic principles like competitiveness (which basically assumes a
comparative, moreover a competitive approach), are seemingly in contradiction with values and
endeavors (promoted by the socio-economic cohesion) like: equality, convergence, homogeneity, etc.
In the solution of this apparent ambivalence the business sector itself has undoubtedly an outstanding
role. Furthermore, factors of competitiveness can be used as a tool for achieving socio-economic
cohesion.

Thanks to the different status of development of the EU member states, and the variant economic
situation, in spite of policy endeavors territorial disparities still exist not only at EU but also national
and regional level. Moreover, as we will see in the present and following chapters territorial disparities
regarding entrepreneurship and innovation exist even at sub-regional level.

At first we will analyze the national and regional enterprise sectors’ performance, than the Region’s

innovation situation will be detailed.
As illustrated below in case of Romania significant regional disparities can be monitored from the

point of view of the evolution of entrepreneurial spirit.
Map No. 9
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According to national statistics, the density of SMEs is continuously increasing , reaching 23 SMEs
per 1000 inhabitants in 2007 at national level. Among Romanian regions Bucure ti-lifov Region is
placed first (49,9 SMEs/1000 inhabitants), followed by the North-West Region, West Region and the
Center Region. SMEs density in Center Region showed an average of 24,2 SMEs/1000 inhabitants,
above the national average of 23 SMEs/1000 inhabitants.

According to Romania’s National Statistics Institute in 2007 a number of 64292 (12,36% of the
Romanian active enterprises) active enterprises were registered in the Region 70% of which were

services .

The structure of the regional enterprise sector by counties is illustrated in the figure below.
Figure No. 37
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