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INTRODUCTION

This document supplements the Report entitled ~“Validating
the Guide to Best Practice for Business Incubators against
the Experience of Bulgaria, Rumania and Yugoslavia™ and
has been prepared on behalf of the United Nations Indus-
trial Development Organisation (UNIDO) as an input to its
progranme “Entrepreneurial Small and Medium Industries in
Rural and Urban Area”™.

The main objective of this report is to present different
stages of the SHE and business incubator development in
respective countries focusing on their specific problenms.

In order to clarify the issues proposed by the Guide
we addressed some questions to the focal points in the
form of a short questionnaire. By the date this report was
submnitted, we received the answer from the Rumenian focal
point (See Appendix).

The structure of the report is as follows

Section 2 discusses the actual situation, first experi-
ments and the problems faced in the process of introducing
and fostering the entrepreneurship development in Bulgar-
ia.

Section 3 deals with the factors which are impeding a more
rapid SME development in Rumania with emphasis on the
organizational structure.

Section 4 presents the coherent strategy of SHE develop-
ment in Turkey.

Section 5 discusses the specific aspects of the
business incubator development on the territory of Yugo-
slavia focusing on the business incubator development in
Slovenia.
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BULGARTIA

The comparison of the average size ( i.e. number of emn-
Ployees) of Bulgarian enterprises to that of other Eastern
European enterprises shows that it ranks immediately after
the size of the USSR enterprises (Figure 1).

The negative economic consequences of the unbalanced indus-
trial structure and striking disproportions on the domestic
market are typical of a centrally planned economy and have
already been discussed in the final Report.

Perhaps not so evident but still very relevant to the
entrepreneurship development in Bulgaria are the social
aspects of the overconcentrated industry such as deforma-
tion of the natural migration processes between towns and
villages, the absence of tradition in craftsmanship and the
relatively underdeveloped “shadow economy™.

Private sector

According to the statistics 55.000 private firms had been
established in Bulgaria by December 18991 (Figure 2).
Mr _Puchev of Bulgarian Industrial Association estimates
however that their real number today is about 70,000.

Most of private firus are registered in court but in fact
do not function, according to some estimates only 202
really operate.

Public sector

It is evident that the impressive figures of newly estab-
lished private firms do not imply the growing influence of
the private sector. Large state-owned enterprises still
possess the main fixed assets, the current assets and
g€enerate most of the jobs.

The deep crisis of sc called large (post) socialist indus-
try calls for urgent product restructuring, financial
restructuring and ownership restructuring.
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The Bulgarian experiment of 1980 proves that the intrapre
neurship can be applied only under certain socio-economic
and political conditions (See final Report, p.8). The
experiences gained in 1980s will serve as a starting point
for the preparation of new legal basis for restructuring of
the public sector.

It is expected that the privatization process and the deao-
nopolization of the state manufacturing as well as that of
the centralized foreign trade, will create the Ffavourable
conditions for the restructuring of the inefficient large
state industry.

Technology Centres

In 1987, first technology centres were estaolished in Bul-
garia in order to intensify the R & D impact on the econo-
ny.

In spite of the positive resulis the experience clear-
ly shows that the reorganization i.e. breaking down of the
scientific institution does rot necessarily lead to the
creation of new research marset oriented enterprises (See
final Report, p.1S5).




Figure 1

Average number of the employees in the major industrial

sectors in Bulgaria

No. Industrial sector 1980 1981 1982
1. Machine-building and metal-processing 529 515 512
2. Electrical engineering cnd electronics 843 832 854
3. Chemical and rubber industries 1096 1051 931
4. Construction materials 447 472 464
5. Pulp and p:per industry 770 813 846
6. Glass and china production 1268 1214 1233
7. Leather, fur and shoe industry 935 930 941
8. Printing industry 312 316 306
9. Foodprocessing industry 495 473 472

10. Average number of employees in one

enterprise in all industrial sectors 604 580 604




Figure °

Firms registered according to Decree 56

-

Types of firms Dec.198¢ Dec.1990 Dec.1991
I.State-owned, communal and other
firms, namely 1100 2490 2675
1. State-owned firms 401 762 791
2. Communal firms 483 719 783
3. Firms of public organisations 47 132 166
4. Joint-stock companies 53 79 112
5. Limited liability companies 82 332 354
6. Unlimited liability companies 2 13 15
Mixed companies:
7. Joint-stock companies 3 19 20
8. Limited liability companies 14 112 112
9. Foreign subsidiaries 12 78 78
10. Co-operative companies 3 244 244
II. Private firms, namely: 13066 54166 55002
1. Partnerships 2221 13582 13811
2. Firms of individuals 10684 387¢F2 39297
3. Joint companies 147 873 926
4. Co-operative farms 12 940 957
5. Farms of individuals 2 9 11
TOTAL: 14166 56656 57677
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KUNANTIA

The industrial structure is typical of socialist economies,
characterized by an extremely large and concentrsted manu-
facturing sector and lack of entrepreneurial climate.

The resistance to the entrepreneurship developmert is coming
mainly from ministerial bur=zaucracies and from the manage-
ment of state-owned enterprises.

New small enterprises

Despite the unfavourable conditions, there is a mass regis-
tration of private firms. According to the data provided by
the National Agency for Privatiztion 230.880 private busi-
nesses have been registered in Rumania by December 18991. 50%
of them are trade companies, 80 X were established as limit-
ed liability companies.

Institutional Framework

The actual institutional framework of the entrepreneurship
development implies the necessity of placing the political
responsibility for the SHE development at higher 1level in
the government in order to coordinate the existing agencies
involved in the SHE development.

It seens that Rumania lack completely the regional and local
development strategies and industrial policies, although the
systen of Judets (39 Districts) could be a good starting
point for the promotional activities aimed at SHE. The same
goes for the territorial chambers of comnerce which are
placed in each of 39 districts (Figures 1 and 2).

Business Incubators

The business incubator concept has not been yet implemented
in Rumania. The first incubator project has just bzen start-
ed taking as a model the European BIC (Business Innovation
Centre). In designing and promoting the project, the Nation-
al Agency for Privatization and the Department for Small and
Medium Enterprises, are supported by the UN Consulting and
Services Centre.
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The business innovation centre concept has been promoted by
organizing 8 number of conferences and courses.

The setting up of the first pilot BICs will be financed by
the government.

Internat ijonal Projects

In December 1981, C.N_A. Veneto submitted to the government
of Rumania a comprehensive study-work on the strategy and
the measures for the promotion of the srall and mnedium sized
enterprises 1n Rumania (PHARE Programme), ijnt-oducing &
number of industrial policy instruments such as production
districts, development centres, technical assistance cen~
tres, technology centres, etc. (Figure 3).

The Irish Development Agency is involved 1in the project of
Rumanian Development Agency, responsible for the co-ordina-
tion of the international help.

SHE Department of the National Agency for Privatization has
at present technical support provided by UNDP and the Wash-
ington State University for the creation of a net of small
business development centres.

It would be reconmendable that all international organisms
promoting the SME development would place their interven-
tions within the frame of the general strategy of the SHE.
They would need a general ponitoring of the interventions in
progress and results achieved in order to complete the
general frame.
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TURKEY

Although the Republic of Turkey does not go through such
fundamental change of its economical and plitical system as
the former socialist countries, as a developing country, it
faces many problems and difficulties similar to those of
former socialist economies.

The most important problems of Turkey huve been determined
as the struggle with the unemployment, keeping up with the
rapidly improving technology and increasing the foreign
market.

In 1990, the government of Turkey designed a comprehensive
strategy of the SME development focusing on the industrial
and technological development. It introduced various
instrument: of 1industrial policy to support the general
strategy (See final Report, p.6).

The Small and Hedium Industry Organization (SMIDO) was
established for setting up a number of services centres
which will consist of various specialized centres,
listed in the final Report.

Technology Parks

The "Programme for the Establishment of Technoparks in
Turkey” is carried out by State Planning Organization and
supported by UN Fund for Science and Technology.
Incubation Centres

The main obsective of these coentres is to give intensive

consulting services and financial support to technology
oriented start-ups (Istanbul and Ankara).

AL g
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5.6.2

YUGOSLAVIA

Heritage

The Yugoslav economy had many socio-economic characteris-
tics which were typical of the Eastern European socialist
economies. Unbalanced industrial structure, planned coordi-
nation, governmental or undefined ownership structure,
absence of motivation for achievements are only some of
then.

Within this socialist framework, the economic subjects and
their management however maintained a relative independen-
cy. In spite of many negstive aspects of the self-manage-
ment, 1t certainly stimulated the personal involvemeni of
the employees.

The economy being permsnently "in transition™, the enter-
prises, 1in order to survive constant economic experiments
involving many sudden changes, became consequently more
flexible.

It remains to be seen whether the actual political dynamics
could be shaped into an economic growth potential on the
long run.

In the present sitvation the majority of enterprises are
suffering from having lost the rest of the former Yugoslav
market.

Business Incubator Development

In 1988, a group of developers organized in YUGEA (Yugoslav
General Entrepreneurship Agency) introduced the business
incubator concept to Yugoslavia while studying mechanisp
for promoting new enterprises and entrepreneurship.

In 1983, the business incubator development programme was
included into the federal project for restructuring the
Yugoslav economny. The project had never been operational
although first promotion activities and seminars were
carried out.

At present, the business incubator concept is further pro
moted in several republics through the E.C. TEWPUS project.




5.7.1 In spite of the relatively good results in Slovenia in the

5.7.3

past (See final Report, p.11, 12 and 13), the prospects are
not very promising unless the government decides to play an
active role in the business incubator development.

The fact that by now the business incubator has been pro-
moted (and sold) as a “consultancy product”™ has certainly

required a higher degree of professionalism in the business
incubator development in Slovenia.

We expect this approach to proves its limitations in the
nearest future. The business incubator can be successfully

promoted and developed only within a coherent govern-
mental industrial policy.
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Appendix

QUESTIONNAIRE

Evolution of the business ccncept in your country.

Who is introducing the concept?

At which levelvel (state or local)?

Business Incubator Model in your country

What type of premises are mainly used (existing or new
built)?

Ownership : private, public or mixed partnership?

Are business incubators (supposed to be) mainly for profit
or non for profit organisations?

Preferred type of business incubators: multi-purpose or
specialised (technology/science centre)? Why?

Programme of work for set up of a business incubator

Who is risponsible for carrying out the feasibility
study/business planning ?

How the business incubator managers are recruited?

The implementation strategy :

Outreach programmes (how the potential clients are attract-
ed/selected?); financir) swoport; training of the manage
ment team, etc. ? Did you identify a lack of appropriate
training programmes ?

Performance indicators

How do you estimate the operational efficiency and local
economic impact of the business incubators?

Best practice in your country (cases).

Problems in adapting Vestern model.
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