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1. INTRODUCTION

Main characteristics of the North-West Region, Romaia

The North-West Region (Northern Transylvania) wasup on the grounds of the Law 151/1998
(modified by Law 315/2004) through the volunteesaasation of the local public administrations from
the counties of Bihor, Bistrita-Nasaud, Cluj, Matawes, Satu-Mare and Salaj. The Region covers 14%
of Romania’s territory (2,738.5 sq. km) with a nentof 2.74 million inhabitants (12.7% of total
population), ranking fourth at national level imntes of area and population - the NUTS 2 RO06 North-
West in the Eurostat database. Its largest coufifisdete”s) in terms of surface are Cluj and BihBy

the end of 2003, the region had 35 towns and cites of which 15 were municipalities, 399 —
communes and 1,823 — villages.

The North-West Region (Northern Transylvania) besdbe European Union (Hungary), Ukraine, and
three of the eight regions in the country: the WastCentral and North-Eastern Regions. Therefore,
since three of its counties (“judets”) border fgreiterritories, namely Bihor (Oradea is the one
Romanian city that is closest to Budapest), SatueMand Maramures, the North-West Region
(Northern Transylvania) has a strategic geograppigsition. It is accessible and very close to mdé
markets.

From a geographical and scientific point of viele tegion corresponds mostly to the area known as
“Northern Transylvania”, a name that we wish to rpate as a regional brand for tourism and
investment purposes. Mountains cover 28% of thadRégsurface, hills 30%, plains, and valleys the
remaining 42%. According to the OECD criteria, tNerth-West Region (Northern Transylvania)
(together with six other Romanian regions, exceptharest-lifov) is a highly rural region with a
density of 80.7 inhabitants/km2 and a rural popoitabf 48.9% of the total population. In 2002, Cluj
was the most urbanized county in the area (66.28rupopulation) while Bistrita-Nasaud county was
the most ruralised one (36.1% urban populationg Tédgion includes only one city with more than
300,000 inhabitants (Cluj-Napoca) and only thraen® with more than 100,000 inhabitants (Oradea,
Baia Mare, Satu Mare).

According to the 2002 population census, 25.65%obtite total population in the North-West Region
(2,740,064 people) live in Cluj County (702,7554dhhants). Second comes Bihor County, with a total
population of 600,234 inhabitants (21.91% of th&lt@opulation of the region), then Maramures
County, with a total of 510,110 inhabitants (18.6@f4he region’s total population), followed by Sat
Mare County, with 367,281 inhabitants (13,40% of tiegion’s total population), Bistai Nasaud
County, with 311,657 inhabitants (11.37% of theigrt total population) and Salaj County, with
248,015 inhabitants (9.05% of the region’s totgydation).

Characterized by a high tourism potential (spa, mtain, hiking, eco-tourism, health, culture, folldd,

the Region ranks second at national level withralmer of 318 tourist hospitality structures. The SIME
sector is successful at regional level, since theiNWest ranks second in terms of productivityelan

the private active SMEs. The services sector isebeleveloped in the region as compared to other
regions in Romania, and the weight of the turndawehis sector is higher than the national average.

Although seven European roads cross it, the relggena peripheral position related to the European
transport corridors. The connection with the ne@iring important poles and with other regions is
difficult. The region must develop and modernizerdad, railway and air infrastructure as welltas i
inter-nodes transport system in order to improse#@velopment opportunities.

With a positive trend in the GDP increase, in lvith the goals set by the Lisbon Agenda, the ecgnom
of the North-West Region relies mainly on agrictdtand on some traditional industries. The cheap
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workforce, often based on sub-contracting stillrespnts the main competitive vector; therefore, the
regional economy is vulnerable when facing the glaompetition.

The main weak points of the system are the lowdalpooductivity rate, low quality of products and
services and high costs of energy.

The services sector continues to be insufficiedyeloped, including at the public administration
level, one of the reasons being the lack of or slate of decentralization. Despite a well-developed
software industry, the number of PCs is still las,most of the products from in this sector ardires

for export. The contribution of services to theatien of the regional GDP is of 44.9% (INR003)
and the workforce employed in this sector increased9.6% in 2002 (Eurostat). Nonetheless,
agriculture still employs 33.2% of the regional Wiorce and contributes with only 14.6% to the
regional GDP.

There are a series of positive factors in the regieconomy that may turn into significant develepin

opportunities. To hame just a few:

« diversification of the regional economy through tlevelopment of several sectors of excellence

« setting of clusters of enterprises with a registdreand / trademark and tradition in the machinery
and equipment industry

« proximity of the European market

« massive private investments in the real estat@sect

In 2002, the GDP of the North-West region (North&mansylvania) amounted to 180, 18.4 billion
ROL, accounting for 11.9% of the national GDP.

Still, most enterprises make little or no investtseim Research & Development, have hardly any
effective marketing strategies, insufficient or elguipment and limited access to new technologids a

therefore a low capacity to respond to pressure cammapetition, to adjust on the European / global
market.

During 1999-2002, the total expenditure for RedeaicDevelopment in the North-West Region (as
part of the total national expenditure) increaseuinf4.55% to 6.74% (+2.19%). This increase is due
mostly to the contribution of the universities retregion.

The number of the research institutes has decreasedthe past years as they have been facing
numerous financial problems. They have also haabteoin adapting their activity to the needs of the
economy (the transition from the fundamental redean applied research is quite difficult). Another
difficulty is the lack of necessary infrastructumad equipments. On the other hand, the traditional
universities and research institutes are curreimtlyull development, in the middle of establishing
international sustainable partnerships.

In the services sector, the tourism is a significactor for the development of the regional ecopom
due to its natural and anthropogenic potential biga national and international value. Despitargé
number of accommodation structures®(place at national level), a diversified touristteyuial
(thermal, cultural, mountain rural, hunting, redigs), and numerous travel agencies, the contritatio
the tourism sector to the RGDP is low. Despiteiticeeased interest and the number of tourists, Ignain
due to the traditional balneal and thermal touritmere are still insufficient tourism products amal
support for the creation of local brands or promo®f tourist attractions.

According to the OECD criteria, the North-West Regiis a combination of rural and urban
communities and activities, with the rural popwatirepresenting less than half of the total porat
of the region.

1 National Institute for Statistics, Romania
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Most of the rural areas (especially the mountaiasdrbenefit from an old and poor endowment with
basic utilities having a rural traditional non-disified economy based on self-sufficiency. The oadgs
famous for its long-lasting crafts and trade tiadit(wood, ceramics, and glass) and its offer of
agricultural, ecological and traditional produckhe agricultural products are processed in diviexsif
specialised units (milk, meat, bread) distributethie entire region.

Although urban areas are better off in terms dities or infrastructure, the large cities are confed
with serious problems, such as physical degradatiwawding, and intense traffic. The public
transportation system suffers from the lack of paykots and ring roads, old and inefficient water
supply and sewerage network, and an inappropriggerm of treatment, storage and recycling of
domestic and industrial waste.

All the municipalities have universities, many bém with a long-lasting and significant scientiiced
technical tradition. The main university poles @taj-Napoca and Oradea, which register over 200,000
students every year. The state universities arseptén Cluj, Maramures and Bihor counties, wHile t
other three counties have local campuses of cdlegel universities. The private universities are
present in all counties of the region exceptingtridéss Nasaud. The educational system is rigid and
inflexible (life long learning is insufficiently pmoted) and the quality of the training provided is
constantly decreasing. Access to education in areds is still limited.

With a low unemployment rate (6.0%), but on thed¢ase for the 15-24 age group, and a high rate of
women’s access on the labour market, in 2003, #gdR had an overall employment rate of 50.9%,
which is far from the goals of the Lisbon Agendaefie is a significant deficit of qualified workferc

as only 9.6% of the 25-64 age group populationahasiversity degree. The trends of increasing dchoo
abandonment and early school leaving and the egtyetow level of life long learning make the
situation even worse.

The region is confronted with a series of problesmsh as a negative demographic evolution withea lif
expectancy below the national average (70.2 year$ligh level of external migration, both of the
qualified and non-qualified workforce. The livingaedard quantified through GDP per capita in terms
of purchasing parity is 27% of the EU 15 average.

The region’s attractiveness is threatened by arease in the water, soil and air pollution. In trear
future, the Region will have to invest more in eawmental management because of accidental
pollution, which has a significant impact on enwingent, particularly related to the discharge oidox
substances in the underground-water layer andlthalgenvironmental threats.
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2. PHYSICAL INFRASTRUCTURE

2.1. Urban infrastructure

Only 219 localities (of which 15 municipalities atavns) out of all the 2,257 localities in the Y20
towns, 20 municipalities, 399 communes and 1,823geés) are connected to the natural gas supply
network.

According to the data available, by the end of 20B8rmal energy was supplied to 17 localities,oll4
which are municipalities and towns.

The drinking water supply network of 6,775 km. u#d all the towns and municipalities, as well 38 7
rural localities of the total 2,222 existing in ttegion at the end of the same year. In 2003 gingth of the
natural gas pipelines was of 3684 km, rankiPftg? national level after the Centre region (7,089.KThe
natural gas supply totalized 1,182.434 m3, 49%to€kwrepresented supplies for domestic consumption.

2.2. Transport Infrastructure

Based on the available statistical data, the seftmansports, storage and communication has tad t
most significant contribution to the creation of tBDP and to the workforce employment rate over the
last 5 years. This contribution was supported ly dievelopment of industrial sectors (particularly
manufacturing) and civil engineering. In 2003, transports, storage and communication sector ranked
fourth at regional level in terms of contributianthe RGDP (10%) but with only 4.5% of the employed
workforce

The industry represents the second most imporetbisin the regional economy with a contributién o
26.8% to the creation of the RGDP and with 25.5%th&f employed workforce. The industrial
production determines more and more important flofvmaterials and products towards and from the
EU markets. The modernization of the commerce sewith a contribution of 8.5% to the RGDP and a
10% workforce employment ratio has encouraged thation of logistic facilities initially destinea t
final users (super and hypermarkets) and thenctasitnial consumers.

The development of the transport infrastructurdnligdpts the geographical position of the Regioraas
transit region from and to Hungary and Ukraine determines an increased mobility of goods and
persons both at intra and cross regional leves thducing the distances and the related costs.

Located in the proximity of the European markeis, Korth-West region (Northern Transylvania) has a
favourable geographical position. Oradea, the stewban centre in terms of size and importance in
the region is about 250 km away from Budapest.

Road network

Although seven European roads cross the regidmsta peripheral position related to the European
transport corridors. The North-West Region does mmie an adequate network of motorways or
highways. Thus, the traffic is deviated towardseottegions. The on-going construction of the Bors-
Bucharest highway will solve part of these problemg massive investments are still needed for the
modernization of other routes (mainly those on-e&stt and north-south directions and those that
provide fast connections with important neighbogrpoles such as Timisoara or Sibiu). The county
road network that should normally compensate firlttk is itself insufficiently modernized.

Out of 11,569 km of roads, 1,942 km are nationatlsy the average density of the region’s roadgybein
of 33.9 km/100 krh, slightly superior to the national density (33r/k00 knf). Out of the region’s

total road network, only 3,231 km are modernised. 9% of the total). The important roads (the
European roads) had or have been subject to réhtibit works that are about to be completed. The
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density of modernised roads is higher than in otlegions of Romania, but much lower than the
European average. This problem is more obviousiéncese of county roads that are unsatisfactorily
modernised, especially in the counties confront@tl tihe highest development disparities like Salaj
and Bistrita-Nasaud. The common roads, that contieccommunes and towns, are also deteriorated
and have very old technical solutions, not allowispsy access to those areas that are obviously
hysolated.

Cluj and Bihor counties have a higher density diomal roads and benefit from a more privileged
geographical position that favours the crossinthe$e counties by European road corridors.

Table no. 1. Road network in the Region North-WHsirthern Transylvania), 2003

: Density of public
County NEIETE] Modernised SO e Modernised | roads p}(ler 180 km2
roads commune road i
of territory %
Bihor 436 350 2,228 252 35.3
Bistrita-Nasaud 309 253 1,195 97 28.1
Cluj 343 343 2,296 246 39.5
Maramures 309 294 1,266 247 25.0
Satu-Mare 268 237 1,338 604 36.4
Salaj 277 210 1,304 98 40.9
North-West Region| 1,942 1,687 9,627 1,544 33.9
Romania 15,122 13,823 63,879 6,545 33.1

Source: Romanian Statistical Yearbook 2004

The Bors-Oradea-Zalau-Cluj-Napoca-Turda-Brasov \Wwah under construction, will shorten the
distance between the region’s most important cenirbis highway will be directed through the centra
part of the region, thus some of the counties d@hatiogistically and socio-economically less depebb
will get out of the “shadow cone”, and in the satime, the connection to the east-west transport
infrastructures with Moldavia will be possible.

Another problem is the lack of access infrastrietorareas with tourism potential, especially maimt
tourism, which are very degraded; thus the tradftiotourist areas, with an important attraction
potential, such as the Apuseni Mountains or RodWeuntains cannot be properly exploited and
developed. The lack of alternative routes for amitrection vehicles, agricultural vehicles or cgtdi
makes the traffic even more difficult and unsafe.

Urban transport and traffic

Traffic in large cities such as Cluj-Napoca, Oradgaia-Mare, Bistta, Satu-Mare is being confronted
with traffic jams; the building of ring roads is tife essence, in order to divert heavy traffic iaital
roads outside the towns and cities. There are pahjial ring roads around Oradea, Baia Mare and
Bistrita. The urban centres do not have beltways, thusateareas and the surrounding streets are
overcrowded and more and more polluted becauseafiictjams. Moreover, there are not enough
parking places. All the cities have are confronigith this overuse problem, given that the auto ek
increased a lot over the last years.

Only 58.4% of the total of 3,108 km town streetgstixg at regional level were modernised in 2003,

with a lower weight in the counties of Maramure6.{40) and Salaj (55.0%). The investments in the
public infrastructure were limited because of thekl of financial support. Thus many towns have an
old infrastructure that needs to be modernizedeptaced. There is a need to intensify the streets
rehabilitation works in order to allow an increaspeéed in traffic and avoid traffic jams.

RE S
Nord-Vest



RO 3400 Cluj-Napoca, str. Sextil Puscariu, nr. 2, tel.(0)264-431550, fax.(0)264-439222. centrala.0788 363525
e-mail: adrnv(@mail.dntcj.ro, www nord-vest.ro

Railway transport

As regarding the railway transport, all the ralls infrastructure is precarious, the non-eleettifi
railroads accounting for almost 90% of the regiomatwork. The impact of the recently introduced
“Blue Arrows” speed trains is diminished by the patate of the rolling stock and by the speed
limitations. Still the main issues are relatedhe poor joints in the region (especially the crossaty
ones) and to the numerous areas with speed lionitafis regards the length of electrified railways
region ranks last at national level, with a peragatof only 4% in the national network, the region
being the infrastructural “connection” territorytieen Romania and the European West. The rolling
stock is still insufficient.

In 2003, the railway network counted 1,638 km, @uivhich 166 km were electrified, and 255 km were
double tracks. The network is denser than the onatinal level, having densities over the aveliage
Bihor, Bistrita-Nasaud and Satu-Mare counties, ander the average in Salaj, Maramures and Cluj
county.

Air transport

The air transport network is well developed in H@th-West region (Northern Transylvania) counting
four airports in Cluj-Napoca, Oradea, Baia-Mare &atu-Mare. The traffic on the Cluj-Napoca airport
increased constantly over the last 5 years. Thenwelof passengers transport in Romania in 2004 was
of 3.4 millions. The Henri Coanda-Otopeni airpoeich76.4%, the Timisoara Airport 8.2% and Cluj-
Napoca Airport -4.8%. The increase in the numbepasfsengers in the period 200-2004 was higher at
Cluj-Napoca airport (doubled) compared to the drtbeHenri Coanda-Otopeni airport (28.2%).

Table no. 2. The first three airports in Romani@2Q004

o No of passenger{ No of passenger{ No of passengers SR
ML GO 2002 2003 2004 (%)
2002-2004
Bucuresti/OTOPENI 2,029,101 2,246,017 2,600,407 228.
Timisoara/GIARMATA 144,066 184,190 279,516 94.0
Cluj-Napoca/ SOMESEN| 78,468 90,655 162,687 107.38

Source: Eurostat, Statistics in focus

Cluj-Napoca airport registered 80% of the passengsfic in the region. It is to be noticed the
prevalence of passengers using external airliné809 compared to 67,887 passengers using internal
airlines), thus confirming the potential of thispart (3° at national level in terms of importance) to
become the hub airport of Romania’s northern fddfs valuable potential remains unexploited because
of insufficient investments in the development bé tairport’s infrastructure and the absence of a
regional air company able to provide horizontalramgtions in the area of potential polarization tNor

of Romania) and with the other hub airports (Timaigo for the South-Wst of the country and
Bucharest, internationally important hub airpo@pnsequently, the volume of passengers’ traffic on
the other airports in the region (Oradea, Satu VBaga Mare) remains limited.
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3. REGIONAL ECONOMY AND SOCIETY

The economy of the North-West Region relies on dlgeiculture and on the processing industry
dominated by traditional sectors with intensivewdist and on some new emerging sectors.

Annual increases have been reported in the cotimibwf the services sector to the creation of the
GDP, but it is still below the national average #andbelow the EU one.

The entrepreneurial sector is characterised bylaively high number of enterprises, the university
environment is well represented at regional levieérgas the technology transfer and the research and
development activity are very limited.

3.1. GDP in the economic activities

The Gross Domestic product is the most often usditator in order to establish at macro-economic
level the situation of the economy and the efficierf different economic sectors. In 2003, the
Region’'s GDP/PPP amounted to 48 110 U&liich represents less than half of the value obthin
the Bucharest-lifov region, thus placing our regionthe &' position at national level.

With a sustained growth rate between 1998 and 20@2RGDP for the North-West Region (Northern
Transylvania) is placed still under the nationatrage. In absolute terms, RGDP for the North-West
Region (Northern Transylvania) is far under the E3Javerage [scoring 27 when the reference index
for the UE25 is 100].

Tabel no. 3
GDP in PPP per inhabitant, 1999-2002, in Euro
1999 2000 2001 2002
European Union 18523,2 19764,8 204945 21170)1
(25 member states)
Romania 4757,3 5006,2 5462,4 6058
North-West 4220,5 4653,2 5069,3 5726,2

Source: Eurostat

In percentages, these are the growth rates in tefnSDP measured in PPP for the European, lational
and regional level.

Tabel no. 4.
GDP/PPP/ inhabitant percentage growth rates, 2002-

1999-2000 2000-2001 2001-2002
European Union
(25 member states) 6.7 3.7 3.2
Roménia 5,2 9,1 11
North-West 10,2 10,9 12,9

The next table highlights the same indicator, dional and regional level, as percentage of the £U2
average.

Table no. 5
GDP/PPP/ inhabitant as percentage of the EU25geed999-2002
1999 2000 2001 2002
Romania 25,7 25,3 26,7 28,6
North-West 22,8 23,5 24,7 27

R E 9
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Source: INS, 2004

The contribution of the sectors to the creationttif GDP and the percentage distribution of the
workforce employed in these sectors in 2003 inNbeth-West region (Northern Transylvania) in listed
in the following table.

Table no. 6

Contribution to the creation| Percentage of employees
SEBIer— 20 the regional GDP the region
Agriculture 14.6 33.2
Industry 31.5 28.8
Services 44.9 29.6

Source: Statistical Yearbook, 2004

An analysis of the GDP in the economic activitieffs out the following aspects:

» The services sector has a contribution of 44.9%heo regional GDP; although this percentage
represents almost half of the contribution of b# bther sectors, an analysis of all the activities
this sector highlights the dominance of sub-sectarh as tourism and low added value activities.
Thus, the “transport, storage and communicatioa®seontributed with almost 10% to the GDP, in
2002 (CAEN Code 60-61-62-63-64). This sector atetuides the activity of the travel agencies.

« Qver the last 6 years, the industry has had anslsteady contribution to the creation of the GDP
(24-31.5% of the GDP)

« The agriculture too has a significant contributiorthe creation of the regional GDP, with a conistan
evolution and increases and decreases of 1.2%owéast 6 years ( 13.8%-15.8% of the GDP)

« The trade sector has had a relatively constantibatibn to the creation of the GDP in recent years
(9.5%-8.5% of the GDP) with a slight increase i®9%nd a descending trend starting from the
same year.

« Other sectors have experienced slight drops inr tbeitribution to the regional GDP: public
administration and defence, hotels and restaurbloiwever, the absolute value in these two sectors
has had a steady ascending pace over the last$ yea

As for the contribution of “real estate transactiorentals and services to enterprises” to thetioreaf
the GDP, this would rather be analysed for eachtofsub-sectors, due to the fact that the IT,
consultancy services and the research and develaugvities are included in this category andythe
represent an important aspect in the regional ¢éeoluNevertheless, the relative share of the estdte
component may reflect a speculative real estarsaitions market with an increase both in prices an
in volume of transactions.

Another sector with an ascending trend over thd thsee years was that of the financial
intermediations. The activities of financial intexdiations in the region increased by 0.53% in 2002
compared to the year 2000 (0.6% at national lewgi)le the contribution of the education sectothe
GDP dropped from 4.6% to 3.34% for the period 12002 (0.5%) compared to an increase by 0.22%
at national level9 national level is counting foriacrease in number of private universities arghér
number of paying students; in the North-West reginly one universities is among the well developed.

3.2. Entrepreneurial sector. Dynamic®f the enterprises

In 2004, the North-West Region counted more thab&benterprises, this figure representing 14% of
the total number of enterprises registered in Ramahhus the NW Region ranked second after
Bucharest-lifov as number of enterprises. More ©&¥ were SMEs.

10
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When analysing their distribution on sectors, wiceal that almost half of the enterprises registéne
the NW region were operating on the segment ,Tr&kpairs and Maintenance”; followed by the

processing industry and the real estate transactentors with a weight of more than 10%. Sectors

like: extractive industry, electricity, thermal egg and gas, education represent less than 1% tiem
total enterprises due to the fact that these seete dominated by a small number of enterprises, a
massive investments are needed in order to inetbag share on the market.

Fig. no.7. Companies distribution on main econoseictors, 2003
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In 2004, the regional specialization indexf the main sectors of activity indicated a NW ioeg
specialised on sectors like Industry (value: 119after Bucuresti-llfov) and Constructions (valué2}

2" after Bucharest-Iifov) and a weak specializatiorséctors like Services (value: 96, last but one at

national level, before the Centre region) and Agdtize (value: 85, last but one at national lebefore
Bucharest-llifov). This weak representation of tleviges sector is due to the existence of tradifion
sectors with low added value and low qualified viorge.

Table no. 8. Regional specialization index foriten economic sectors, 2002 and 2003

Region Agriculture Constructions Industry Services
2003 | 2004 | 2003 | 2004 | 2003 | 2004 | 2003 | 2004
North East 109 111 81 80 114 11 98 98
South East 125 137 82 82 83 8 103 103
South Muntenia 164 1671 90 97 99 9 98 98
South-West Oltenig 98 112 74 77 81 89 105 103
West 140 141 119 107 120 10 94 qi

2 Regional specialization ratio (workforce density &very sector in the region-per capita- with aciglization rate higher

than the national average);

Regional specialization index- below 100= that @e under-specialized in the region as compaoeithé nationala verage,
but if ti is more than 100, the region is specidiand it gets the profie of that economic sector
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North-West 99 85 106 112 125 119 95 96
Center 113 104 109 109 130 128 93 94
Bucharest-lIfov 24 27 124 114 72 7 107 106

Source: NASMEC, Annual Reports of SMEg@eim Romania, 2004 si 2005 editions

Most of the enterprises belong to the 0-49 emplegire class, except for the electricicity sectberg

the 50-249 and 205 and more classes hold togetber that 65%. The number of SMEs is limited in
this sector. It is to be noticed that the averagmlver of employees in the sectors ,Electrical and
thermal energy, gas and water”, “Mining” and ,edima’ goes beyond 100 employees, whereas the
enterprises operating in sectors like ,Real egtaiesactions, and other services”, ,Trade” and et
and restaurants” have an average number of 2-4ogegs.

Table no. 9. Active enterprises in sub-sectorssimel (according to the number of employees) in 2003
Out of which: classified according

2003 Total to nr. of employees
0-9 10-49 | 50-249 | 250 and over

Total North-West Region 50340 43590 5228 1230 292
% 100 86,6 10,4 2,4 0,01
Mining and quarrying 133 78 36 11 8
% 100 58,6 27 8.4 6
Manufacturing 8776 6094 1799 693 190
% 100 69,5 20,5 7.9 2,1
Electric and thermal energy, gas and water 79 14 14 31 20
% 100 17,7 17,7 39,3 25,3
Constructions 3144 2523 460 147 14
% 100 80,2 14,6 4,7 0,45
Wholesale and retail trade, repair, maintenance %f3615 21418 2004 184 9
cars and bycicles and home appliances
% 100 90,7 8,5 0,8 0.04
Hotels and restaurants 2377 2124 255 27 1
% 100 89,4 10,7 11 0,04
Transport, warehouse and communications 4061 3654 17 3 50 40
% 100 90 7,8 1,2 1
Real e_state transactions, rentadsd services 6243 5901 276 60 6
enterprises
% 100 94,5 4,4 1 0,1
Education 95 84 11 - -
% 100 88,4 11,6
Medical services and social welfare 622 602 14 1 -
% 100 96,8 3,1 0,16

A comparative analysis of these figures shows arease of 10 % to 14 % in the number of SMEs in
all size classes over the last two analysed ya#ues big enterprises (more than 250 employees) have
rather steady evolution, with a slight drop fron1@002) to 292 (2003).

Table no. 10. Dynamics of enterprises accordiritgteize (number of employees) , between 2002-2003
0-9 10-49. 50-249 > 250
Dyna Dyna Dyna
mics mics mics
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2003 50340 | +14.3] 43590 +14.8 5228 +12.1 1230 10,2 292 -6,1
2002 44039 37948 4664 1116 311

As for the newly-created enterprises as a catedloeymost spectacular increases were recordecin th
“Real estate transactions and services providedlyna enterprises” sector. They increased by Ah00
2003 compared to 2002, but only 3 of these entwmrprhave more than 250 employees the remaining
ones being classified as SMEs. The above mentipeedd witnessed an increase in the number of
enterprises in all the economic sectors notabBeittors such as: civil engineering, trade, transpord
communications, hotels and restaurants.

Table no. 11. Dynamics of enterprises accortbrte sectors they activate in, between 2002-2003

Number of :
: Dynamics
2002-2003 enterprises
2002 | 2003 %

Total North-West Region 44039 50340 +14.3
Mining and quarrying 123 133 +8.1
Manufacturing 7998 8776 +9.7
Electric and thermal energy, gas and water 65 19 21.%
Constructions 2406 3144 +30.7
Wholesale ar_1d retail trade, repair, maintenance of 29594 | 23615 445
cars and bycicles and home appliances
Hotels and restaurants 1870 2317 +27.1
Transport, warehouse and communications 3367 4061 20.6+
Real estate transactions, rentals and services to 4107 6243 +52
enterprises

Source: Statistical Yearbook, 2004

3.3. Analysis on large enterprises

Out of the total number of 55,545 active enterpgrigseindustry, constructions, trade and other sesvi
recorded in the North-West Region in 2004, 258 es@nt large enterprises, with 250 employees or
more. The total number of large enterprises has baea continuous decrease over the past few years:
in 1998 there were 374 large enterprises in thadRegvhile in 2002 311 remained and only 258 in
2004, which means that one in three companiesddihtinish its activity and number of employees in
this period.

The average number of people employed in large@iges was of 163,009 in 2004, which represents
14.48 % of the total employed labor force in thgioa.

Most of these enterprises (176) belong to the naotufing industry, are privately owned and set-up
with foreign capital. Next in rank, but only 25 mumber are the enterprises dealing with transport,
storage and communications (e.g. EVW, Astral, RD&8)owed by 21 enterprises from Electric and
thermal energy, gas and water supply and 16 eigespin constructions.

One can estimate that in the future, the numbeiamfe enterprises in constructions will decrease,
mainly because of specific regulation in the sedbot also because of competition on the European
market and the foreseen need for the developmdatge projects with a significant impact.
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According to data received from the county Tradgifges, turnovers for large enterprises are @n th
increase. Unfortunately, though, very few entegwisnvest in research and development, whether
performed within their own departments or on thesioie.

In Bistrita-Nasaud County, the most successfuldangterprises in terms of turnover are in the furgi
business and they manufacture furniture and acdesdaoth for households and for companies.

However, emerging companies in other fields attekilted work force and produce high turnovers,
particularly in manufacturing. Such is the caselfeoni Wiring Systems, producer of cable & wiring
systems, which had an impressive turnover of 34iamilEuros and 1,391 employees in 2004. The
company ranks first at county level in terms ohtwer, but is well positioned at regional levelas|.

The second most successful company in the couetgplast Grup SA makes a turnover of around 28
million Euros, employs 422 people and makes plgstaducts. Third and fourth companies in the
county hierarchy deal with the manufacturing otcegieal machinery: Iproeb, with 710 employees and
Rombat, 520 employees.

Some new, competitive fields have emerged, suchthasmanufacture of optical fibers or the
manufacture of fabricated metal products.

In Bihor County, over 42,000 of people work in @8de enterprises, which represent 26% of the total
number of large enterprises in the North-West Regiglost of these jobs are provided by the

manufacture of footwear (e.g. Marconf SA, Ara Shaoasd the manufacture of food products and

beverages (e.g. European Foods, Transilvania Ggnera

In terms of turnover, out of the first five mostceassful companies, four belong to the manufaattire
food products and beverages. These four achiev280d4 a cumulated turnover of approximately 680
million Euros. The first company in Bihor was Tridwvania General, with a turnover exceeding 330
million Euros.

Other significant companies at county level mantwii@ electrical machinery and apparatus (such as
Frigoexpres) or provide electricity (ElectrocentraDradea). The most significant Bihor companies
market their products in the European Communigly{JtAustria, Germany), but also in the countriés o
the former USSR.

It's important to emphasize that the economy béndfom a certain vertical development in Bihor,
between branches that mutually influence each ptheluding through investments (transports, food
products and beverages, machinery and equipmept etc

In Cluj County, in 2004, 57,192 people were emptblpg 86 large enterprises. In other words, one in
every three employees of large companies from trehNAest Region actually works in Cluj.

Before 1989 there were 16 large factories in Clapbca alone and 12 of these have survived, some
even became quite successful. Companies such as,Warmec, Napochim, Carbochim and Somesul
hung on to their name, continued to perform theesaativities and in fact managed to become regional
brands and to achieve significant turnovers.

Ursus Breweries, to start with, member of the SdleMGroup, owns a share of 22% of the Romanian
beer market, according to the company’s spokespetsdias an average of 1,144 employees and a
turnover of 122 million Euros (during April 2004March 2005, when their sales volume increased by
15%, compared to the previous yéar)

Farmec SA manufactures cosmetics since 1945. TAB f0nover was of 16 million Euros and the
company'’s capital is exclusively Romanian. Expaxsount for 10% of the company’s turnover.

3 Ziarul Financiar, 11 noiembrie 2005
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Napochim SA started out in the fifties and althoughstill makes plastic products, it has since
diversified its range. It makes a turnover excegdimmillion Euros and has 400 employees. It was set
up with Romanian capital and they have investadddern equipments, new technologies.

Tricotaje Somesul SA has been making clothes sir¥89. It exports products to England, France,
Germany, ltaly, and Switzerland, employs about p86ple and makes an annual turnover of 7 million
Euros.

Another long-lasting enterprise is Sinterom SA, ofanturer of fabricated metal products, particylarl
automotive parts. It has over 400 employees andrexpo countries like Belgium, USA, Italy, Poland,
Holland, among others. In 2004, it made a turnafenore than 6 million Euros.

Some significant IT and communications enterpries located in Cluj-Napoca, such as Astral Cluj
(one of the Top 100 most successful Romanian comganBrinel (which has recently expanded
nationally) and Sistec.

The top three exporters from Cluj in 2004 are Autbite Componente Electrice (ACE), Mechtel
Trading Campia Turzii and Samus Mex Dej. The othectuded in top 10 are Argos, Somes Dej,
Sortilemn Gherla, LCS Conf, Held Fashion, Casiraund& and Eckerle Romania.

In Maramures County the three most successful lagerprises manufacture textiles, clothing
(Confstar) and furniture, respectively (ltalsofadamlimob). The positive evolution of the last two
companies’ turnover has made it possible for themeach such high positions. Overall, six companies
in the county have 250 employees or more and tpeyate in various fields: 2 of them (Dieter Eifler
and Moeller Electro) manufacture machinery and mgent, one makes clothing (Socom), one is in
constructions (Drumuri si poduri Maramures — statmed), one makes furniture (Mobam) and the last
one is in retail trade (Hofer SRL).

Satu Mare County has a tradition in the manufactuof textiles, furniture and metallurgy products.
Among the first 15 large enterprises classifiedi®y Chamber of Commerce, 8 manufacture textiles or
furniture. The most important textiles and clothprgducers are Textila, Tricotex, Mondiala, La Gale
Trade, Tapestry, Textile Tricotaje Satu-Mare, &lvbich provide over 2,000 jobs.

Other significant enterprises manufacture dairgneat products, such as Friesland or Unicarm.

The data for 2004 provided by Salaj County showeat farge enterprises operate mainly in the
manufacturing of textiles and clothing, furnitunedafood products and beverages. 4 out of the most
successful 5 companies in terms of turnover mamufadextiles. Universal SA Zalau, for example,
employs 1,359 people and made a turnover exce&dimiion Euros, while Silvana, had in 2004 333
employees and a turnover of almost 3 million Euf@her notable companies are Moda Romania (446
employees), Confectii Jibou (403 employees), Fostimpex (251 employees).

In the furniture manufacture, large enterprises (ki Prod, Simex, Industries Elites and Cesimeaseha
over 1,500 employees.

Five companies from the North-West Region are ctiyrdisted at the Bucharest Stock Exchange

» Banca Transilvania Cluj-Napoca — First Category

« Armatura Cluj, SSIF Broker Cluj, Carbochim Cluj-Mega, Silcotub Zalau, Sinteza Oradea, UAMT
Oradea — Second Category.

Conclusions

The total number of large enterprises has decremsdde Region over the past few years. Most
enterprises in the Region manufacture textilesd fomducts and beverages, furniture, machinery and
equipment. In exports, predominant companies matwia textiles, wood products, furniture, and
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electrical equipment.

The North-Region is becoming increasingly attraetior investors. For the first 6 months of 2006, 49
million Euros and 14.4 million USD have been ineesin the Region, which represents, in fact, three
investments in Cluj-Napoca and one in Baia Mare.

For 2005, the Romanian Agency for Foreign Investnf@RRIS) reports nine significant investments,
cumulating 11.5 million Euros and 69.5 million USBD¢ated in Cluj (7) and Salaj (1). The investors
target communications, electric wiring, manufactgrof food products and beverages and commerce.

The National Institute of Statistics and Social é&ash for Labor and Social Protection (INSSE)
prognoses the future increase in productivity fatecertain sectors, due to targeted investmenrts. T
Institute estimates that sectors like constructiomnufacturing, and real estate transactionsbaiflefit
from an accelerated development.

3.4. Analysis on Small and Medium Sized Enterprises

The SME sector includes nearly 99% of all compaimeblorth-West Region (in 2004). Most of the
companies have as main activity commerce (haliladha companies in the NW Region), followed by
the manufacturing industry (18.2% of the total nembf SMES), and the real-estate sector (9.3%).

In the past years, the number of SMEs in industonstructions, commerce and other services was
approximately constant: if in 1998 there were 48,4ttive companies in the Region, in 2002 there
were 43,728 SMEs.

The dynamics of SMEs in industry between 2000 ab@B2avas positive, with an increase from 7,387
units in 2000 to 8,770 in 2003, fact which ranke W Region as the first region in Romania in
number of SMEs with industrial profile.

Another accelerated increase was noticed for th&sSM services, which doubled their number in just
3 years and placed the region on the second posiationally (after Bucharest-lIfov). This trend is
similar for every class, from hotels and transpanteto IT&C and education.

At regional level, only 2.4% of all SMEs operate agriculture and this fact represents a major
weekness because the workforce in this domainlisss®mloyed and cannot invest in developing or
diversifying their activities and thus the rurabaomy.

The NW Region has a relatively steady dynamic fartimg-up new enterprises, stronger than the rest
of the Romanian regions (17 SME/1000 inhabitan®0i®2, 20 SME/1000 inhabitants in 2004), but not
as strong when compared to the EU (with 52 SME/i668bitants, 2004 — EU15).

SME have a good contribution to the creation ofaegl turnover, over 72% of total.

The highest number of newly created enterprisesnatiee ,Real estate transactions, rental andedlat
services” sector with 2,100 new entries in 2004.

The market is still open for the entrance of sroathpanies but it's a worrying fact that the bankecyip
rate is nearly equal with the birth rate of SMEtxza@ding to the statistics received from National
Institute of Statistics.

The SME companies perform mainly in IT&C, furnitutextile and clothing.

Overall, the SMEs have a relatively small contritmuitto the creation of new jobs; the sector needs
some business support infrastructures and newdiakimstruments, which can be offered by banks,
public administrations or other financial institis.
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An analysis of the SMEs classified as top perfoariey the Chambers of commerce in the Region
suggests the presence of clusters for specific aninfields, such as software in cities like Cluj-
Napoca, Oradea or Baia-Mare. The top Researchtedeé3MEs are located mainly in Cluj-Napoca and
their activities range from environment protectiofundamental research in humanities, for example.

Some SMEs export their products or work in lohnampeal to subcontractors from EU located
companies (especially in the manufacture of fureitalothing and textile).

The hospitality industry is supported by a rangesmmfall travel agencies located in large cities and
series of accommodation facilities, which unfortiehg do not promote themselves quite enough.

The telecommunications companies offer a wide rarigeervices from cable and wiring (e.g. Samtel,
in Satu-Mare County) to local TV channels (e.g. &4&+).

The most competitive SMEs in the NW Region in th@nafacture of furniture are Eurostar Contact
Intermedieri SRL (Cluj County), HIP Manufacturedo@ SRL (Maramures), Prodlemn CHI Ross
(Satu-Mare County), Contimpex (Salaj County) foratinenterprises, and Antares Romania (Cluj),
Laguna Serv (Maramures County), Polak Mob Careiu$#are County) and Micro SRL (Salaj county)
for medium enterprises.

Very Small and Small-Sized Enterprises

Very small enterprises (between 0-9 employees)essmt the largest share of all SMEs (about 87%),
with an increase of productivity higher that thgiomal average for all SMEs. Fields like miningsga
and thermic supply, or education represent belonwol%of the total number, because these sectors are
protected by investment barriers. In oppositionmpanies from the hospitality industry and public
alimentation are in general very small and smakmgmises.

Small enterprises have an important innovationmi@kand quite often access to technological feans
procedures; but the main problem is that theresange limitations in operational financing. The @ler
level of SMES’ innovation and use of IT&C is beltlne EU average.

According to data offered by the counties’ ChambafrsCommerce, the regional turnover of small
companies increased between 2004 and 2005.

Medium-sized enterprises

The region experienced an increase in the numbesrapanies with 10-49 employees because some of
the bigger sized companies reduced their activdies some of the micro-enterprises developed their
activities. This fact shows the evolution and tlasolidation of the economical structures, evohutio
that causes companies with more employees andsweayl companies to deal with various risks. On
the international markets the medium enterprisesrare active than the small ones.

Regional SMEs are less interested in strategiezrganizational changes, but are more innovative in
marketing or design activities. A limited number @dmpanies suceeded in entering national top
rankings like Leotex Industries, Napomar, etc.

Services provided by I nnovation Relay Centers (IRC)

Innovation services for the Region are offered bly @mne IRC in the Region, located in Cluj-Napoca
which provides innovation and tehnological trans$ervices. Data offered by CAT Transilvania

indicate that Innovation services have been pravidea number of 34 companies in 2005, particularly
tehnological audits and business plans. The areasred by the IRC services were IT, real estate,
chemical industry and plastic products, furnitwlectronics and electrical machinery.
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In conclusion, the SME sector remained rather stabthe past years, with an increase in the shfare
companies with 10-49 employees and 50-249 employHes backbone of the regional economy is
supported by companies active in commerce, manufagt and real estate transactions. Private
companies in trade have recorded a significaneas® in terms of number and turnover. As a general
problem, SMEs don't perform research activitiesase of lack of funds. One solution to this problem
might be the creation of common research centers.

IRC services are used mainly by IT, real estatengbal and plastic products manufacturers, furejtu
electronics and electrical machinery sectors.

Although there are significant market barriers SMEs, over the past couple of years the total numbe
of newly created companies remained relatively @onison the short term one can estimate thatliit wi
become more and more dificult to start a new ent&p The opinions of the SMEs managers are
diverse, but most of them consider that the SMHBkpeirform good on the European market, on the
short term. Romania’s accession will probably causeduction in the number of SMEs, which will be
confronted with new regulations and would have teken serious investments, particularly for
environmental protection and certifications.

3.5. Dynamics of the employees
The following graph reflects the average numberroployees in recent years.

Figure no. 12
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In 2003, the North-West Region (Northern Transyiasarcounted 581,512 employees, representing
50.3% of the population employed in this region142 of the employees were working in industry, the
highest percentage of employees being held by theepsing industry (38%) followed by the trade

sector (14%) and the education (10%) while in thdcaltural sector employed only 2.46% of the

working population.
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Graph no. 13. Distribution of the employees overghctors of the regional economy
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A comparison of the data regarding the dynamigh®femployees in the economic sectors highlights a
similar dynamics to the one illustrated for the femof enterprises in the economic sectors. Thisiés

to the strong correlation existing between these itdicators. Thus the following sectors reported a
increase in the number of employees: Civil engiinge(+9%, in 2003), Trade (+8.8%), Hotels and
restaurants (+23.9% in 2003 compared to 2002). l@n dther hand, in two of the sectors with
spectacular increases in the number of enterpfjse=al estate transactions and other services”,and
Transport, storage and communications”) the nundieemployees decreased in 2003. One of the
causes that led to this disproportion may be therrial dynamics of the size classes in the entarpias
well as the changes in the bankruptcy rate repantéitht period.

3.6. Collateral indicators: investments, turnoverjmport-export flows

I nvestments

In recent years, the number of investments in thgidh trends to stabilize in certain sectors with
constant increases but with limited intensity ia fbllowing sectors: metallic constructions, hotaiel
restaurants (tourism), machines and equipmentsilexfurniture manufacturing, land transports,
wholesale and retail trade.

Table no. 14. Investments dynamics and size (inlatesvalues - bil. RON and in percentages), splieconomy sectors

Dynamics Dynamics Dynamics
Sector 2000 | 2000-2001| 2001 | 2001-2002| 2002 | 2002-2003| 2003
% % %
Total 12863 175 35374 8.9 38526 10.70 42649
Mining and quarrying 669 25.1 837 -18.6 681 39.06 479
Manufacturing 5199 103.2 10567 22 12889 42.56 18374
Electric and thermal 2131 533 13491 -38.4 8303  -68.58 | 2609
energy, gas and water
Constructions 422 332.2 1824 22.9 2242 64.85 3696
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Wholesale and retail
trade, repair,
maintenance of cars and 2497
bycicles and household
appliances

63.7 4088 59.2 6509 8.40 7056

Hotels and restaurants 174 28.7 224 142 542 6.64 8 b7

Transport, warehouse

L 1605
and communications

107.2 3324 52.6 5073 38.01 7001

Real estate transactions
rentals and services to
enterprises

111 700.9 889 121.2 1967 1.32 1993

Other activities related
to collective, social and| 55
personal services

136.4 130 72.3 224 37.50 308

Education 0 11 9.09 12

Medical services and

- 0 85
social welfare

-11.76 75

In 2002 and 2003, the largest investments werectdileto sectors such as: utilities( higher costs fo
upgrading old systems)real estate ( larger buildind supermarket chains developments), post office
and communications, auto sale-repair9 increaseuhaber of cars and trucks), gas stations, food and
beverage industry, land transports, wholesale atall trade, whereas the highest weight in experts
held by sectors like: leather and footwear manufawg, textile industry, machine industry, other
products made of metallic minerals. It can be matia certain “alteration of phase” between theossct

in which investments are performed and the ondsctiraribute to the export, on the one hand, and on
the other that the region excels in export in #n&ar's that need small capital investments.

When it comes to the distribution of investmeritg, énterprises make limited investments in intaegib
assets, IT, marketing and market surveys. Limitwgstments are made also in personnel training.

As for the foreign direct investments, it has baeticed that in 2003 Romania got 50 USD per capita
(Bulgaria 79USD per capita, Hungary 207 UDS peiiteafzech Republic 468 USD per capita.) These
investments were directed towards the followingmeionomic activities:

« Processing industry (with 51.5%),

» Trade (13.5%),

« Mail and telecommunications (12.4%),

« Financial intermediations and insurance servic&s3fp),

» Services provided to enterprises (5.9%),

« Other activities (5.4%).

In 2004, more than 50% of the foreign investmerasewdirected to the Bucharest-llfov region whereas
the North-West Region (Northern Transylvania) raokly 5" at national level with only 6.7% of the
overall foreign direct investments.

Table no. 15. Foreign direct investments flows anfania in 2004

Foreign direct investments in 2004
Regions Amount mil. euro % of total
Total ROMANIA 101,596 100
Bucursti-lifov 54,711 53.9
South East 11,077 10.9
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South Muntenia 8,461 8.3
West 7,519 7.4
North-West (Northern Transylvania 6,769 6.7
Centre 6,446 6.3
South West Oltenia 3,605 3.5
North East 3,008 3.0

Source: RNB and NSI

There are several foreign enterprises that invediextily in this region: Bechtel — Campia Turzii,
Turda, DRM Draeximaier Germany — manufacturer ecic cables for automobiles Electrolux SA
Sweden — home appliances manufacturer (in Satu)Mdrehellin — Zalau, Oltcim — Turda.

The foreign capital enterprises form the North-Wesgjion had reported a fluctuant dynamics with a
minimum level in 1995-1996, then their number s@iincreasing, the general tendency being that of a
slight increase. The North-West Region ranks offya6national level in terms of investments, with
only 6.7% of the overall volume of foreign direavéstments, due to specialized sectors with lower
investments costs and added value, such as : stiodsng, textile, which have a strong presence in
area.

In a county classification, Cluj county is the leadbllowed by Bihor county. In the period 1991-200
there has been a tendency of increasing the nuwibéareign capital enterprises, except for Cluj
county. Bihor county registered the most spectacuerease (with 119 enterprises) whereas Salaj
county ranks last with only 36 enterprises.

The North-West Region rank& &t national level in terms of foreign investmestisre in the turnover
of SMEs after Bucharest-llfov and West regions with66% compared to 37.30%- national average).
In 2003, 4066 of the enterprises operating in th@tiNWest Region represented foreign direct
investments. 22 enterprises in the Region benefiited over one million Euros of foreign investments
each until 2002.

Regional balance of foreign transactions

The balance of foreign transactions of the Northstimegion has reported a deficit, it favours the
imports. The following graph illustrates the sitoatregistered over the last three years. But gfeitl
increases by approximately 10% every year. A ptessiblution in this case would be an increase én th
export of products with a higher added value arabriporate advanced technology and a qualified
workforce in the same time with a decrease of ingand orientation towards the national markets.

Graph no.16. Import-

— Export Flows (thousand
2500000 Euro), during 2002-2004
The most appreciated
2000000 products for exports are
footwear and clothes

| O Exports
00000 followed by furniture

200000 | and electric and metallic
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02 2008 200 registered significant
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R E 9
Nord-Vest

500000 1




“AGENTIA DE DEZVOLTARE REGIONALA NORD-VEST

NORTH WEST REGIONAL DEVELOPMENT AGENCY
RO 3400 Cluj-Napoca, str. Sextil Puscariu, nr. 2, tel.(0)264-431550, fax.(0)264-439222. centrala.0788 363525
e-mail: adrnv(@mail.dntcj.ro, www nord-vest.ro

sectors such as: wood processing industry, footugatil 2003), chemical products, electric
and metallic devices, optical and photo instrumanémsportation means and materials.

Table no. 17. Import-Export Flows split into protijdNorth-West Region, 2003-2004 (thousand Euros)

o Import Export Export-Import
Product Desciprion
2003 | 2004 | 2003 & 2004 | 2003 | 2004

Total Products (thousand Euro) 2135381B827()185007(213468%-285312-303581
-Live animals and animal product 33602 46359 24636605 | -8971 -19754
-Vegetable products 48161 | 52394 18628 24231 -295338163
-Animal or vegtal fats and oils, tobacco 3951 3106133 4548 | -3818| 1442
-Prepared foodstuffs, beverages 56155 62536 2650624 ¢ -43505( -53012
-Mineral products 41929 | 68405 11384 10648 -30545%7757
-Chemical products 91265 | 10113% 10914 21015 -80351-80120
-Plastics, rubber and articles thereof 1608863679 10593 | 15875 -150293187804
-Raw hides and skins, leather, furskins and agtithereof 173743177553 30748 | 29288 -142995148265
-Wood and articles of wood, charcoal 18621 293317611 | 72903 58990 43572
-Paperboard and articles thereof 61€90 71530 33432799 -2856¢ -38731
-Textiles and textiles articles 4691D272732 561967 567508 92775 | 94776
-Footwear, headgear, umbrellas and similar articles 75347 | 76815 391042379105 315695 302290
-Articles of stone, plaster, cemeent, ceramic,sg® similar | 55002 57759 2931 28434 7262 29725
materials

-Base metals and articles of base metal 182280227 127128| 200271 -55162| -68956

-Machlner_y and mechanical appliances; electricalggent 492046 473499 250427 384380 -24161¢ -89119
and electrical parts
-Vehicles and associated transport equipment 101804831 18806 | 28856 -82995145975

_—Optlcal, photographic, cmematogrgphlc, medicadungical 34475 35481 21660 27179 -128158302
instruments and apparatus and similar
-Miscellaneous manufactured articles 52375 61349669% 270625 164320 209276

-Products non-included in other sections 460 549 8001| 895 | 1340 346
Source: RNB and NSI

But paradoxically, a classification of imports macon the first positions the same products that ar
exported (except for footwear products): machieés;tric devices and components, textiles, common
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materials. This phenomenon may be result of thigldacy to perform sub-contracting and lohn
activities for foreign clients in which case thevrenaterial is imported and the final products drent
exported.

These are some of the sectors that registeredisagtiexport deficits: plastic materials, trangpton
means and materials, chemical products. Althougiording to the 2003-2004 analyses, the last two
sectors experience a significant revival, the laugdorts is still almost twice as high as the expor
level.

Sectors such as: footwear, merchandise and vapoaducts (other than those listed in the table),
textiles, wood and wooden articles, and most ré&gdA004) products such as: fats and animal and
vegetal oil and tobacco are confronted with an jpnagtuction. All these sectors are part of the
processing industry.

The exports’ engine in the North-West Region (NenthTransylvania) and in the meantime the greatest
importer is represented by Bihor county followed@lyj county, while Bistrita-Nasaud a mostly rural
county, takes part very little in the overall exgasf the Region.

Graph no. The import-export flows devided by coestiof the North-West Region (Western
Transylvania)

Figure no. 18.
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Turnover

The turnover obtained in the services sector pl#oesNorth-West Region above the national average
whereas the turnover obtained in the extractivaising and civil engineering sectors are below the
national average.

The sectors that have a contribution above th@maitiaverage to the creation of the regional tuenov
are: manufacturing, services and tourism.

If the contribution of the service sector, whichalsove the average, can be attributed to its atieere-
average weight in the regional economy, the limiedtribution of the tourism and processing industr
(lowest contribution to the national GDP) sectoesyrbe caused by the higher competitiveness in these
sectors. Given the existence of a significant dgvalent potential, these sectors may become emerging
sectors.
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An analysis of the period 2002-2003 highlights dgaamics of different sectors’ weight in the naibn
economy within this period. Thus sectors such dsade”, ,Hotels and restaurants”, ,Transport,
storage and communications”, ,Real estate tranmagtiregistered again an increase of weight.

The following graph reflects the contribution oethnterprises to the creation of the turnover 6320
based on the size class criterion. The SMEs helthitfhest weight with a contribution of 72%.

Fig. no. 19
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Number of employess

The identification of priority sectors at countygienal level was done based on the statistic dagdiyo
presented in this chapter as well as on an andbgged on the consultation and involvement of the
regional partners both authorities responsible i tounty/regional development planning and
economic and social partners.

The sectors evaluation was based on the followspgets:

A. the importance of the sector for the local/regilodevelopment (aspects taken into consideratian:
workforce occupation, incomes, fees and taxes);

B. the competitive potential (the existence of émadrks, their presence on the national and
international market);

C. the innovative potential (development of newdoiais);

D. the engaging development potential in the loegibnal economy.

The following criteria served as a basis for thentification of the priority sectors:

» the existence or absence in the area of naturalimess to support the sector development;

« the sectoral structure of local economy;

» the existence of qualified workforce in the areanothe surrounding areas (or at least accesseto th
necessary education infrastructures — mostly tealimocational or upper education).

Thus the following sectors were assigned as pyigdéctors at regional level. They are expected to
provide competitive advantage at national and wiewel.

« IT&C

« Upper education and research

« Tourism
« Agriculture
R E 9
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« Food and consumption goods industry (furniture)
» Machines industry

3.7. Regional reprezentative sectors

While analysing the activity sectors, the sub-secgnds must be taken into account. An analystb®f
variables influencing the innovation resourceshia tegional economic sectors generates the follpwin
information:

The food and beverages industry

The food and beverages industry has suffered albdey both from the point of view of the
consumption and from that of its share in expofthdugh the request for export is not very higle th
statistical data for 2005 highlight the ever grogvishare of vegetable and animal products, of food
products, beverages and tobacco.

This economic sector comprises a significant nundfesub-branches, each of them having different
evolution trends, depending on the analysed indisatconsequently, further analyses regarding this
sector should be carried out.

There is a whole series of enterprises with higffiopmances in the production and distribution afdo
products and meat: Maestro, Oncos (Cluj) Romarisndhe production of beverages (Prodvinalco).
European Drinks is the largest company on Romafi@d market, according to EBRD.

URSUS Breweries — Cluj-Napoca is the only companyhie beer production sector that made it to
Romania’s TOP 100 and is registered at the Buch&®gk Exchange, given its gross profit. Also
significant are the dairy production enterpriseapbdlact, Friesland, and in this sector the regiamal
national competition is tight (Dorna Lactate, Dae@md Hochland).

One of the top companies in region is Transilvébéameral Export Import which employes no less that
6.163 persons.

An increase of the company turnover and produdsaxpected on the market of food products, since
the request for domestic products registers aipeditend; the sector can more quickly assimilate a
spread advanced technologies.

The clothing, textile and footwear industry

The clothing, textile and footwear industry has laastrong comeback after the transition towards the
market economy; the turnover at the North-West &&gilevel in 2004 in the clothing production
sector was 8.031.911.253 thousand lei.

The result is that 20.2% of the manufacture enigzprin the region are part of the textile andhitag
industry.

Consequently, there is a series of flexible SMEs;development scenario of the manufacture industry
shows an average annual growth of +1.8% of theotanfor the following years in the North-West
Region.

As for turnover, the large enterprises having diahproduction as their main activity field are top.
In the county of 8aj, for instance, four of the first 5 enterpriggeduce clothing and textiles.

As for footwear exports in 2005, the first positain the region are taken by the counties of Ghg a
Bihor, with 10399 thousand Euros.

At European level, it is believed that this sectmrst be helped in order to create competitive atdwgmn
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and stimulate innovation.

Machine, machinery and electric equipment industry

This industrial sector is well represented in thgian; the regional enterprises found significaatkets
and register significant increases in their turmsye

According to the data provided by the National iStas Institute, in 2005, the export of machines,
machinery, electric equipment and registration deviwas highest in anumber of Regions Counties’ ;
for instance, in the Bista county, the machines, machinery and electricpegeit ranked first in top
exports with 219.325 thousand Euros, which indidtee competitiveness of this sector's products,
especially of those produced by the large entaxprishe second place as for exports in the Clujptgou
belongs to electric products (2005) — 125762 thedi$zuros, much above the other industrial products.

The large companies contributing significantly xpert are Leoni, Proeb (electric cables) — expdtt C

One of the most fast growing companies, operatingliij is Automobile Electrical Components (ACE)
an important wiring and electric cable suppliertfie automotive industry, present in the Top Cousitr
Companies in 2004.

Further development in this sector should be actishgd in order to increase the competitiveness of
this sector and raise productivity.

According to the Group of Applied Economics (GE#&e electrical machinery industry has very good
development opportunities, both at regional arttbnal, and it's likely to become the leading sedto
exports.

This industry was identified by the RDP 07-13 asifig a significant growth potential during the
following years and as having high global and pobidity competitiveness abilities. The turnover of
the machine and equipment industry reached 8.03293 thousand lei in the region ™ place among
the analysed sectors. After a downfall in the ydallewing 1990 and after massive re-organizational
actions, the sector registers turnover increasgmatally in the case of large enterprises. Thisoses
products are in Bihor’s export Top 20 and take@hand 7' place in Bistria-Nasiud’s export top.

NAPOMAR SA, TEHNOFRIG SA —machines and machinenytfee food and refrigerating industry,
ARMATURA SA and FIMARO SA Cluj are some of the larggcompanies in the machine and
equipment sector that managed to register a corketfr 1990.

There is also a wide range of products and produdgietalica, Bihor, producer of household
appliances, Elka (Bihor County).

The furnitureindustry

This sector has a long tradition in the North-WRsgion. Part of the traditional enterprises did not
survive the new economic reality.

The turnover of the enterprises in this sector ¥373.484.905 thousand lei in 2004, which plabés t
sector on top among the region’s economic sedimgertheless, a production decrease was registered,
due to company delocalization; still, there is imation potential, if new products are brought te th
market. The sector was among the first in the ebgtoncture in 2005 — data provided by the National
Statistics Institute — place in Bihor, 8 in Bistrita-Nasiud as for furniture products.

Large enterprises such as Liberatatea and Sortide@Inj and other companies are still on the market
Factors that may lead to a re-conquest of the dilermaarket and to an increase in competitiveness ar
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the increase in purchase power and the ever inngeasmber of housing constructions in the North-
West Region. Part of the enterprises activatingrams such as historic Maramureere closed, thus
affecting the economy of the county and of theaegi

Shop chains are developing and, on the sectoral, |&here is an attempt at re-conquering the old
Western markets and at changing production patterns

The Information and Communication Technology

The IT&C sector has enjoyed positive dynamics duthme last few years, and it has a tradition in the
region. Investments increased significantly, esglcin the telecommunication sector, and alsohim t
IT sector.

The total turnover of the Telecommunication seceached 3560300736 thousand lei thanks to the
evolution of the large companies of the sector.

Also worthy of notice is the evolution of the Cohiancy sector of software-providing branch — its
turnover in the region increased to 587.015.65gshod lei, and the turnover of the companies
activating in the branch also increased.

The communication sector shows growth potentialtfigr following years. The attractiveness of the
market is highlighted also by the significant inwvesnts that have been made and that are expected to
continue during the following years. In the regitiere are large companies activating in the fidld o
communications, such as Astral Cluj (in Romaniajs 100)and RDS and in the field of IT, such as
Brinel Cluj, companies that managed to extend ¢adtional level.

The potential of the telecommunication market ie tkegion is huge, and we can expect only
spectacular evolutions in the future, at leaspastacular as the ones in the past.

The Plastic and Rubber I ndustry

The products in this sector range from Rubber prtejumainly tyres to plastic articles including gila
packages.

Plastics, Rubbers and chemical industry in gerrerirded a decline after 1990 from the point ofwie
of turnover. This dynamic was reversed in the pastrs, because of the foreign investments brought
about by increased demand from transportation,rgenensumption and European market.

Significant foreign investments have been madéh@rubber manufacturing sector: Michellin (Salaj
county) - 25 mil. $ investment, Phoenix Romania3dare) - 19 mil. $, both of which now provide a
significant number of jobs throughout the NW Region

Investments in road infrastructure, including higlys, and the high demand for automobiles are two
opportunities for an increase in tyre demand onealiom term. The exports at regional level have
increased for plastic and rubber products in ttet pears. The increase of exports, as noticed hiorBi

for example, in 2005 is expected to continue inrthet years.

The largets regional companies that manufacturgtiplaroducts are: Napochim, Cluj (one of the best
known plastics’ producing company from Romania, pfast (Cluj), Plastunion Grup (Maramures
County).

Some new plastic producers have entered the Regimh as Somplast, which makes polietilen
packages, and Airpack Cluj County (bubble packages)

In order to help further develop this industry, @stments for environment protection must be made,
perhaps even industrial parks where companies aatltheir headquarters.
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Manufacturing of Construction materials and non metal products

Construction materials sector consists mainly x&sib-domains:
1) minerals (concrete, etc.)

2) construction materials (tiles, bricks, etc.)

3) products resulted from minning activities

4) ceramic products

5) sanitary products

6) thermic and hidro-hysolation materials.

In this sector, there is significant innovation asdjng building materials, and the sector registere
major increase during the last few years. It iseexgd that the increase will be much higher tham th
registered in the region, as for the industry @fl @nd industrial constructions, using building tevéals

as raw materials. Given the request of the manmkety small and medium enterprises have been
created within this activity sector.

Moreover, the linked sector of real estate conitnchas constantly increased over the last yedts,
a positive dynamic of 10% annually.

The exports of construction materials demonsttatecompetitiveness of some sub-sectors. The export
in 2005 for rocks, cement, ceramics, glass andr athdlar materials amounted up to 26,543,000 Euro,
and this is only a fraction from the region’s tataports.

Glass and other ceramic products hold the largaiesh export structure. The largest exporters \ivere
2005 Cluj County (with 12,934,000 Euro) and Maraesucounty (7,229,000 Euro).

In the same year, exports of mineral products (iiclg plaster) were of 18,581,000 Euro. Maramures
County almost accounts for total export with 16,800 Euro (in 2005).

There is a regional need not only to diversify pheducts offered by this industry but also to resdtie
costs. The main reason for this is that out ofttital cost of any building or construction, matkria
represents the biggest share (over 40%). It has bstmated that activity in the construction secto
will continue to grow in the next 15 years. Thelthunig materials market is expected to register an
increase in the turnover of the enterprises andegional production, as the request for domestic
products has a positive increasing trend. It wéelop in a boom, not only due to new civil redhts
projects such as buildings or commercial placesalso to large infrastructure projects.

Consequently, the stone, cement and glass prodaudspther building products have been exported
and well received abroad. The request of the damestrket will increase during the following years.
The counties exporting the most are Cluj and Bihor.

The building materials market is expected to regiah increase in the turnover of the enterprisdsma
regional production, as the request for domestidpets has a positive increasing trend.

There are important producers and suppliers offeall kinds of construction materials. Holcim
Romania SA, one of the three major producers fraimm&hia operates with two concrete units in Turda
and Oradea. Other local concrete producers are RElm@amures (Baia Mare, Maramures County),
Plaster Comimpex Turda, Cluj. Cement is being pced by Holcim in Alesd, Bentonita Satu-Mare.
There is also a long-lasting tradition in Regiogamling sanitary and ceramic products.

Although the minerals’ final products have remaingidhost unchanged, breaktroughs could be
achieved for ceramic products (sandstone, crockesghitary products or hysolation materials. Ferth
export increases are needed in order to redudinthecial deficit.
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The Higher Education and Research and Development Sector

It carries out research activities for the indestrand for other sectors — including the primactae
research centres next to universities; presentbeomarket of sectoral entities — Research-devetopm
in social and classical sciences.

There is a significant number of universities thartry out research activities in various fieldg|uding
practical ones.

Most of the research centres have suffered thekstfdte transition period and saw the number eirth
employees and their activities reduced or werdypsold.

3.8. Regional economic trends
Entry data used

Limits due to the regional data. We have to mentlmat the regional statistical data available i@ th
Romanian Statistical Yearbook and Territorial Stats published by the National Institute of Statss

are unsatisfactory for a deep analysis of the redieectors. The data concerning Gross Domestic
Product (GDP), Gross Value Added (GVA) and emplayhig only available in a limited structure, on
the main activities of the national economy (NACE digit, 10 sectors), so that there is no detailed
data. And the data about foreign trade is colleasgdg the Combined Nomenclature (CN) structure, so
that it's difficult to compare different data redarg a certain sector. Also we have to state that
sometimes the sectors are not aggregated at theelegeal for different data.

Due to this fact when the regional development plas elaborated there was done a study on the will
of the public administration of the counties of tiegion, in order to decide which are the sectoey t
want to develop in the future. On the basis of $higly there were choosen the regional priorityassc

Methodology. The identification of the priority $ers at county and regional level was establislies a
an analysis based on the consultation and involaeroé our regional partners, both authorities
responsible for local/county development plannaapnomic, and social partners.

This analysis was conducted in two steps, usingm&thods of analysis both of them having the same

subject, methods that completed and validated thles mutually. The following criteria were used in

order to assess the sectors:

1) the importance of the sector for the local/regiai®lelopment (aspects taken into consideration: the
workforce employment, incomes, fees and taxes, etc)

2) the competitive potential (existence of registearademarks, their presence on the national and
international market);

3) the innovative potential (development of new prads)c

4) the engaging development potential in the locaildreg economy.

Step 1

A mathematic methodology was used to establisiptiogity sectors at county level. For each TP, th

representatives of the County Councils identifteal priority sectors based on three criteria:

« the existence or absence in the area of naturaliress to support the sector development;

» the sectoral structure of local economy;

» the existence of qualified workforce in the areanothe surrounding areas (or at least accesseto th
necessary education infrastructures — mainly teafwbcational or university education).
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The scientific coordinators assigned by each Co@uyncil (chief architects) established the prjorit

sectors at county level were based on a mathematicodology.

« For each TPU, the economic sectors were assessed ba 4 criteria: their competitive potential,
innovative potential, engaging potential and thekraf the development pole (in accordance with
the Territorial Planning Plan for the North-WesgiRm).

« The scores for each criterion were moderated byngortance coefficient and then they were
totalized. The result obtained represented theesgiothe sector at the level of that TPU.

« The scores obtained in all the TPUs were the madlithus indicating the score of the sector at
county level. A hierarchy was established basedhase scores comprising the first 6 sectors
considered hereafter as priority sectors at colavi.

Step 2

A partner consultation on the priority sectors tptkce in every county, mostly based on the trawii
method of the focus-group coupled with an inquiagdd on a questionnaire. This action was conducted
during the meetings hosted by the County Councith the representatives of the economic agents
from the priority sectors identified at county lewes well as other relevant partners (also from the
Regional Planning Committee).

The evaluation made by the partners was statistipabcessed and its results led to the establishme
of the Region’s priority sectors. The outcome a&f thquiry and consultation process was also used to
validate the results obtained in the previous step.

Economical characteristics

Regional GDP.During the last 10 years the both the nationalthrdegional GDP knew an increasing
trend with a period of three years 1997-1999 incwht decreased. In 1999 the regional GDP reached
the lowest value in the last 10 years. In the tast years, 2002 and 2003, the regional GDP’s annual
growth was higher than the national average. Ii32b@ GDP of the region was 241107.8 billion lei
accounting for 11.9% of the national GDP, but falolw the EU-25 average (27%). The sectors that
knew the highest increase in their contributionrégional GDP in the last decade are Real estate
transactions, renting and service activities mairépdered to enterprises, Transport, storage and
communications and Public administration and defenSgriculture and Financial intermediation
decreased in 2003 in comparison with the leveheirtcontribution to GDP in 1993.

Comparing the region to the other regions of Romanine can notice that North-West Region (North
Transylvania) holds the"sposition in the national hierarchy regarding tegion’s contribution to the
national GDP, but with a value close to those m iteighboring regions from Romania and Hungary.
Analysis of the regional GDP/inhabitant shows thatregion is on the fourth position at nationakle

but with a value far from the value of Buchare&tul region and the neighboring regions from
Hungary. Although the regional GDP/inhabitant isreasing it is still situated under the national
average. The GDP/inhabitant represents only 30%e0EU average at national level and 29.1% of the
EU average at regional level in 2003, increasiogf26.3%, respectively 25.2% since 1998.

The highest contribution to the regional GDP wasfrCluj and Bihor counties in 2003 (31.8%,
respectively 25.1%), and Salaj, the poorest cowugtributed with only 7.8% to the regional GDP in
2003.

The sectors affected by the process of economtcuntsring for the period 1997-2002 (agriculture,
industry, constructions) registered correspondirggpsl higher than at national level, while the ssFsi
sector registered a more significant correspondiogease. This thing can be correlated with thé fac
that the intensity of the restructuring processthia region was higher than at national level (the
privatisation was quicker, including in the difflcgectors as mining and siderurgy). This fact plib
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took place not only because of the political detigbeing easier, for example, to restructure threng
sector in the region as compared to the one iValley), but also because the privatised enterprise
were more attractive, more competitive, which wés alemonstrated by the fact that during the
increase period, industry and constructions regdteorresponding increases higher than the average
corresponding increase at national level. Thisghitay also be due to the influx of new investments
(development of new businesses).

Services is, most definitely, the sector whereRkgion excels, being also the sector that overtidak,

at national level, the restructuring shock of thieeo branches (see period 1997-2000). The weight of
services within the regional economy remained betwbe biggest (second after Banat) if compared to
the other rural regions of Romania even if, in 200hecame lower than the national average weight
services (due to the much more accentuated incoddhis branch in the Bucuresti-llifov region, than
North Transylvania).

Analysing the economic structure of the North-WRsgion (North Transylvania) from the point of
view of the gross value added, one can observahihatominant position is held by the servicesmect
whose share of the regional GDP is approximatel9%lin 2003, lower than at national level (52.2%),
and inside the services sector the most importearidhes were: Real estate transactions, renting and
service activities mainly rendered to enterpri3eansport, storage and communications and Trade. Th
share of regional industries is about 27.4% (owlath 23.8% is the share of the processing inglustr
and the share of the construction industry is apprately 5.4%. the North-West region (North
Transylvania) is a rural area so that the sharmgdtulture in the regional GDP is pretty high 25,3
higher than at national level.

Regional Employment. Employment decreased in the period between 198932803 from 1337.2
thousand persons to 8305.5 thousand persons 1lt®iudand persons, both in industry (especially in
Mining and quarrying) and agriculture sectors bgragimately 100.000 persons. Services sector knew
a small increase in the last 10 years of about hthidand persons. The highest increase in the
employment in services was known by the Trade, Id@ted restaurants and Public administration and
defense sectors. The same trends can be noticedi@tal level also.

Analysing the employment structure in North-Wesgige (North Transylvania) one can notice that the
sector of agriculture is still dominant althougle fercentage of people employed in agriculturetal t
persons employed decreased in the last 10 yeans4802% in 1993, reaching a maximum of 45.9% in
2000 and decreasing to 38.4% in 2003. The serwiths32.6% of total employment are on the second
position, Trade sector employing 10.7% and Edunatiibh 5.3% out of the total work force. The sector
of industry employs 25.4% of total workforce (withore than 90% of the work force working in the
processing industry).The situation is a little iffint at national level with services sector onfitst
place in the employment hierarchy.

Regional labour productivity. The total labour productivity of North-West RegiofiNorth
Transylvania) had the same trend as the region& @Baning that it increased in the last 10 yeauts, b

it had a period of three years in which it decrda@®97-1999), and the increase was higher than at
national level in the last two years (2002-2003)mdst in all sectors of the region the labour
productivity is lower than the national average;ept for three sectors: Real estate transactiensing

and service activities mainly rendered to enteggrisiealth and social assistance and Education.

If one analyses the labour productivity of the emuit activities of the region with the regional eage
one can notice that agriculture has the lowestymtddty, only 40% of the regional average in 2003,
and it decreased from 60% in 1993.

Analysing the evolution of labour productivity betan 1993 and 2003 one can observe that the
regional productivity increased due to the increashe GDP and decrease in total employment. The
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sectors that had a decreasing evolution in thigevere Agriculture due to the higher decreastnén
GDP than in agricultural employment; Trade, esplgcidue to the high increase in employment and
Financial intermediations due to the decrease if?@Bd increase in population. Industry sector had a
labour productivity that increased in the periodlemstudy due to the fact the industrial employment
decreased more than the industrial GDP. In construsector the GDP increased and the employment
decreased in these last 10 years, so that theraleptoductivity increased. The highest increasthin
labour productivity was known by Transport, storagel communications and Real estate transactions,
renting and service activities mainly renderedrterprises especially due to the high increashéir t
GDP and decrease in the eployment.

Regional foreign trade Close to the European markets the North-West dRedfias a strategic
geographical position being the entrance gate tmdda when coming from the European Union and
Ukraine.

In the period under study both exports (+59.7%) @mgorts (+58.4%) registered an ascending
evolution due to the economic reinforcement. Nakést region has a relatively high weight in the
Romanian exports (11.2%) and only 9.6% of the natianports are from this region. The exports and
imports engines in the North-West Region are reprtesi by Bihor, Cluj and Satu Mare counties.

Regional exports present the following charactiesst

» exports concentrate on a relatively low numberrolugs of products; four sections cover 75.2% of
total regional exports in 2005: Textiles and textdrticles (22.0%), Machinery and mechanical
appliances; electrical equipment; sound and imagerders and reproducers (25.0%), Footwear,
headgear, umbrellas and similar articles (16.4%)Miscellaneous manufactured articles (11.8%);

- the chapters: Not knitted or crocheted clothing awtessories, Footwear and parts thereof,
Machinery and mechanical appliances and electramplipment; sound and television image
recorders and reproducers and Furniture; lightittimds and other similar articles; prefabricated
buildings, play an important role in regional exgor

< an important contribution to the formation of naab sectoral exports have the following sections:
Footwear, headgear, umbrellas and similar artieiés 31.8% (chapter Footwear and parts thereof),
Miscellaneous manufactured articles with 27% (clapurniture; lighting fittings and other similar
articles; prefabricated buildings), Pulp of woodper, paperboard and articles thereof with 24.7%,
Live animals and animal products (16.2), Opticahotographic, cinematographic, medical or
surgical instruments and apparatus and similagksl@nd watches; musical instruments; parts and
accessories thereof (16%) and Machinery and mechlaappliances; electrical equipment; sound
and image recorders and reproducers (15.9%).

The characteristics of regional imports are presknext:

« more than half of the regional imports (52.5%) ezgistered in 2005 in the following sections:
Textiles and textile articles (14.7%), Machinerydamechanical appliances; electrical equipment;
sound and image recorders and reproducers (26.A#%h)Base metals and articles of base metal
(11.1%); so, as in the case of exports, we cantlsatythe concentration of imports is on a low
number of groups of products;

« high weights in the goods’ regional imports had fitilowing chapters: Plastic and articles thereof,
Raw hides and skins and leather, Boilers, turbiargines, mechanical apparatus and devices, parts
thereof and Machinery and mechanical appliancesedectrical equipment; sound and television
image recorders and reproducers;

« the sections with a high weight in the nationaksed imports are: Raw hides and skins, leather, fu
skins and articles thereof with 27.3% and on theoisd place is situated Footwear, headgear,
umbrellas and similar articles section with 22.1%
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A high share of the import and export flows is dém®ugh inward processing system. The SMEs that
activate in the fields that use “lohn” system autnerable and should develop new, innovative, own
products (brands) to export.

Regional foreign direct investments.FDI potentially creates large positive spillover the entire
economy, through various channels like imitatiomnsfer of technology and know-how that are
embedded in human capital and linkages with locgipbers and customers. At the social level,
investments have a regulatory and compensatingnm@mployment and life quality improvement.

Analysing the data published in the “Annual Regamntthe SME Sector in Romania” by the National
Agency for SMEs and cooperatives one can noticetligapotential to attract and absorb foreign direc
investments varies from country to country. Frora pgoint of view of FDI's volume, Romania was
situated in 2003 far from the level of Poland (apriive times lower), Czech Republic and Hungary
(almost four times lower). The situation is morardatic from the point of view of FDI per capita,
where Romania is on the last place.

On the whole, the total amount of foreign capitalested in Romania was much to small compared to
the real necessities of Romanian economy and alsleet sums attracted by other states in transition.
During 1990-2003, foreign direct investment in Romahas reached the level of approximately 10

billion Euro, including revenues from the privatisa process a figure that does not reflect thé rea
potential our country has for absorbing foreigredirinvestment. As absolute value, this amountsfare

far below the situation in the surrounding coumstrfPoland — 48 billion Euro, Hungary or the Czech

Republic — some 38 billion Euros each).

Most of the companies with foreign capital havesasrces capital from Europe (62.2%), followed by
Asia (33.9%), then North America (4.8%). Obvioushge EU countries are on the top ten regarding the
capital Romania attracted during 1991-2003.

Looking at the structure of foreign direct invesht® one can observe, in particular, a huge
disproportion between branches. Taking into accthepercentage of foreign currency invested chpita
in companies with foreign investment we find oudttimost of the capital was invested in industry
(54%) and services (20%). One can observe a ladktefest for some of the sectors that are very
important in the process of integration into EU #mel development of the economy (in agriculture: 1%
of the total).

One can notice, that more than half of the comanigh foreign capital (55.5%) are in Bucharest-
lIfov, a region that is also on the first placeoifie takes into consideration the value of the i®gkes
capital (about 52.3%). On the subsequent placeshar&Vest and North-West Regions. The fewest
companies with foreign capital are in the South 8odth-West Regions.

If one analyses the hierarchy of the Regions takinbg consideration the number of companies with
foreign capital, one can observe that North-Wegiétein on the third place, and only on the forth
place in what concerns the value of the capitais Tteans that in our region there were a large amb
of companies with foreign participation, but witlsmall contribution to the capital.

Turnover produced by foreign direct investment SM&sresent around 37% from total turnover of the
Romanian SME sector. The data in the table aboggesi some polarisation of foreign investments in
the regions Bucharest, West and North-West, wheeewteight of turnover produced by small and
medium enterprises set up by foreign direct investnexceeds 40% from total turnover produced by
the SME sector in the respective region.

If one analyses the region one can observe tha¢ e great disparities between counties in what
concerns the number of foreign companies and the v the foreign capital.
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On the first place is Cluj county, the most develbpounty in the region, followed by Bihor. Thes® t
have the highest percents from the regional tdtaére are three counties that attract 86% of the FD
inside the region: Cluj, Bihor and Maramures. Téast attractive counties for foreign investmenés ar
Bistrita-Nasaud and Salaj. One can naotice thahithearchy is the same for both criteria.

Cluj County is also on the first places (third, meixactly) at national level (after Bucharest andig).
Salaj county is also on the last places at natitenal if one takes into consideration the valuehsf
foreign capital (38 out of 42 counties).

In conclusion, the total amount of foreign capitalested in Romania/NW Region was much to small
compared to the real necessities of Romanian/ragieconomy and to the sums attracted by other
states/regions in transition.

Conclusions and recommendations

On the basis of the analyses conducted, the aubifitihgs study recommend to consider supporting the
development of the following processing industryarmhes in the North-West Region (North
Transylvania): Agriculture and food industry, Fiane, Clothing, Machinery and Equipments.

On the basis of the conducted analyses, the authfotee study recommend supporting also the
development of tourism, IT&C and Higher educatio aesearch in the North-West Region (North
Transylvania), especially because of their positimgact on the service sector.

The database being incomplete, it is not possiblaentify any specific technological trends in the
region within the framework of this study due baththe shortage of statistical data on the regional
level (as mentioned above), and to the lack ofgeosve expert opinions.

The authors of this study suppose that for a meteiled analysis of the business environment of the
region it would be necessary to carry out a morildel and specialized research to identify the
situation of the regional companies according tdividual branches and fields of the CANE
classification (2 digits).

Therefore, it is necessary to carry out largeryitahnd prospective studies in the field of R&Ddan
make innovations to identify the technological tteiand potential of the region.

34
2

R E 9
Nord-Vest



AGENTIA DE DEZVOLTARE REGIONALA NORD-VEST:!

NORTH WEST REGIONAL DEVELOPMENT AGENCY
RO 3400 Cluj-Napoca, str. Sextil Puscariu, nr. 2, tel.(0)264-431550, fax.(0)264-439222. centrala.0788 363525
e-mail: adrnv(@mail.dntcj.ro, www nord-vest.ro

4. LABOR MARKET AND TVET EDUCATION

4.1. General numbers on demography in the region

According to the census data from 2002, 25.65%heftbtal population of the North-West Region
(2,740,064 inhabitants) lives in Cluj county (7@&h7inhabitants), followed by Bihor county with
21.91% of the total regional population (600,23Haibitants), Maramures county — 18.62% (510,110
inhabitants), Satu Mare county- 13.40% (367,281aliiants), Bistrita-Nasaud county -11.37%
(311,657 inhabitants) and Salaj county -9.05% @48 nhabitants)

The North-West Region is characterised by an edealographic distribution between the urban and
rural environments, Cluj county being by far thesmarbanised (66.2% of inhabitants live in urban
areas). The workforce costs are relatively low #red education level of the employed population is
very diverse.

However, in terms of human indicators North-West region
evolution, the region was confronted
with a series of negative process over the @ Bihor

M ; 9,05% 57 910 o
last 15 years the most significant being 13.49 917 | Bistrita Nasaud
the d-emogr_aphic decline caused by the &l D O Clyj
negative birth rate and the massive v 11,37% O Maramures
emigration of the population, especially 18,62% O  Satu M
the active population. 26,65% & u_ are

O Salaj

4.2. Employment rate and sectoral distribution

On July f' 2003, 1,154,000 people (42%) of the 2,744,919 tinhats of the North-West Region
(Northern Transylvania) represented the occupietkisce - 94% of the active population in the
region (1,228,000 people). Employees representshi% of the occupied population. The percentage
of inactive population in the region outnumbersdbtive population (55.3% compared to 44.7%).

Graph no. 20. Employees in thethldVest Region, split on sexes
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In 2003, the gender proportion at regional levekved 48.8% men and 51.2% women and men
represented 54% of the working population and wod®&%. This situation highlights a gender equal
repartition both in the demographic structure anthée workforce.
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The number of employees at regional level droppewh fapproximately 1.4 million in 1998 to approx.
1.15 million people in 2003. In the period 1992-20the number of occupied work places at regional
level registered a constant decrease mostly beadube economic restructuring and the privatisatio
of large enterprises.

The significant economic growth that took placerabe last decade in the North-West Region did not
bring an increase in the employment rate of thekiwoce despite an improvement in the labour
productivity. The number of occupied workplacesstantly decreased since 1992. This fact led to the
decrease of the relative weight of working popolatbn the total population and especially in the
absolute number of persons employed. Accordingpeostatistics regarding the workforce market, the
North-West Region occupies an unfavourable positmmpared to the EU 25, but it is relatively stable
compared to the national average. Significant &ffetill have to be made in order to meet the Lisbo
targets with regard to the employment of the wartdo

The working population employment ratio in the oegidropped from, 66.1% in 1997 to 50.9% in
2003. (national average rate=50.8% in 2003, closka EU 25 average (51.4% in 2003).

Although lower than the men employment rate (6Q.8% women employment rate (48.1% in 2003) is

still above the national average (47.6%). This e@se in the working population employment ratio is

partially due to the transformations generatedHgydconomic restructuring, phenomenon that turned
useless some professional specialisation wherdses afpecialisations are highly appreciated. The

economic restructuring coupled with the privatisatof large state-owned enterprises led to a sharp
drop in the number of employees in the same tinte am increase in the number of people employed
in the agricultural sector.

Table no. 21
EU 25, Romania and North-West Region 1999 2000 | 2001 2002 200
UE 25
Occupied workforce rate : 51,2 51,4 51,4 51,4
Women X 42,4 42,9 43,1 43,3
Between age 55 and 64 X 36,5 37,3 38,5 40,2

Distribution of regional occupied workforce rates
age category 15-64 years (%)

—

13,4 13,5 13,6/ 13,5 13

Unemployment rate 8,9 9,1
Young population (under 25 ) 17,9 18,4
Women 9,9 10

Long term unemployment rate (out of total 44.25 45,04

unemployment)

Romania

Occupied workforce rate 58,8 58,5 579 521 50,8
Women 52,9 52,8 52,4 46,3 44,6
Between age 55 and 64 49,6 49,5 48,2, 37,3 38,1

Distribution of regional occupied workforce rates t 42 46 56 32 35

age category 15-64 years (%)

Unemployment rate 6,9 7,2 6,6 8,4 7
Young population (under 25 ) 20,4 20 18,6 23,2 19,6
Women 6,2 6,4 5,9 7,7 6,4

Long term unemployment rate (out of total
unemployment)
Nord-Vest

44,32 51,47 49,49 53,98 61,87
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Occupied workforce rate 59,5 58,6 59,3 51,5 50,¢
Women 54,0 53,7 55,2 46,5 454
Between age 55 and 64
University degrees 9,6

Unemployment rate 7,0 7,2 6,6 7,6 6,0
Young population (under 25)

Women 56 6,3 5,8 6,7 5,6

Long term unemployment rate (out of total

unemployment)

Recent trends highlight a constant employment ratidhe agricultural sector (38.3% in 1995 and
38.4%, in 2003) as well as an increase in the eynpdait rate in the services sector (32.6%, in 2003
compared to 29.8%, in 1995). Romania has the higlaés of population employed in agriculture in
Europe, this problem being considered as a pridmith at national and regional level. Moreover, an
important segment of the active workforce is emetbyn low productivity economic sectors with
restructuring potential such as: textiles and @stimdustry.

In terms of unemployment rate, the North-West Regi@s included among the first 8 regions in the
candidate states, both for the women unemploynaatand for the unemployment rate among young
people.

In 2003, the Region had an unemployment‘raté% (national average 7%) below the EU 25 awerag
(9.1%). The structural changes at economic levishgldrom 1992-2004 led to important modifications

in the number and structure of the workforce omeatic sectors. While the first period witnessed an
increase in the unemployment rate, this surpluer latas absorbed by the economic sectors in full
expansion (from 8.6% in 1995 to 6% in 2003).

The low unemployment rate at regional level is doainly to the two counties bordering upon
Hungary, to the cross-border activities and to shert-time emigration to the EU states based on
economic considerations. There are nonethelesHisagr disparities at inter and intra-regionaldéas
well as certain critical areas at regional levahwiigh rates of chronic unemployment.

An analysis of the structure of the employed pojaiebased on the educational background points out
the fact that in the North-West region the higlvesight is held by the population that completedgh h
school education (29.9% in 2003), followed by thed® completed a secondary school education
(26.4% in 2003) and the population with a vocati@taucation level (23% in 2003).

4 Unemployment rate: theproportion bewteen the number of unemployed peBp¥and the active population,

expressed as a percentage
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Graph no. 22 Structure of the employed populat@sel on the education level in the NW Region, 2003
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Source INSEE: The Workforce in Romania. Emplogtr@nd unemployment in 2003

In Romania, the rate of adults’ participation taueational and training programmes (as % of the
population aged 25-64) was of 1.1% in 2002 comp&ned.4% in for the EU (8.9% if we take into
account only the trainings of employed people). iNfmrmation was available with regard to the
situation of the North-West region. Yet accordingatrecent survey, the North-West Region ranks last
at national in terms of number of training cour$asthe population working in macro small and
medium-sized enterprises (in 2003, 41.18% of theESh the region provided no life long learning
programmes to their employees)

Table no. 23. Level of training concentration in 5842003

Level of training % of the
concentration SMEs
No training 41.18
1-5 days 32.35
6 and more days 22.06
Not known 4.41

Source: White Chart of the SMEs from Romania, NeticCouncil of the small and medium-

sized enterprises in Romania, Edited by Olimp Buesta2004
In 2003, 9.6% of the employed workforce in the e est Region had completed an upper education
programme. An analysis of the subsequent yearspoit a significantly constant increase in the
number of students in this region.

Cluj county ranks % at national level after Bucharest in terms of cawte at all levels of education.
The university population at regional level in centated mostly in Cluj-Napoca, the second unitgrsi
centre at national level after Bucharest.

In 2003, the Region counted 16 universities with fdculties and 87,042 students. The universities a
based in Cluj (10), Bihor (5) and Maramures (1)tHa academic year 2004-2005 there were 60,248
students in the region. In Cluj county there astaie-owned universities with a number of 48 faesit
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and 4 private universities. Other important acadeimstitutions in the region are the University of
Oradea and the North University of Baia Mare.

An analysis of the sectoral distribution of the éogpd population highlights the fact that the
agriculture holds the highest weight (34%) compatedthe percentage of people employed in
agricultural activities (2.4% presented in the ahapDynamics of the wages”). The following graph
illustrates the sectoral distribution of the emgdypopulation in 2003.

Graph. no. 23
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Differences are noticed at county level in 2003 parad to 1992. Thus in Bihor, the population
employed in the agricultural sector decreased vasene counties like Maramures or Cluj a decrease
was noticed in the number of the population employeindustry. On the other hand there was an
increase in the population employed in the tradetoseas well as in public administration and
healthcare system, mostly in the counties of iroBdand Clu.

Most of the young population works in industry aswaivice sectors, whereas the agricultural sector is
dominated by a population age 50 and over. Youraplpeaged 15-24 represent only 10.1% of the
population employed in agriculture whereas the $@&g@e group represents 31.5% and the 65 and over-
22.8%. In the context of the rejuvenation of thekpopulation and with a view to the diversificatiof

the rural economy, a transition from the productfon consumption to the production for sale is
required including the adoption of new methodsaofll cultivation and animal breeding.

4.3. Labour productivity

The estimated figures in terms of labour produgtieimployee place the North-West Region on the
fourth place at national level after Bucharestdlmd Centre regions. A significant increase hanbe
noticed in recent years, in 2002, however, theorgilabour productivity index (30.4) was below the
national average (34) and far below the Europeasi [@00).
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Graph no.24 Evolution of the labour productivitytire North-West Region, between 1998-2002
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The labour productivity of the North-West Regioro(Miern Transylvania) calculated on the economic
branches is below the national average (91.53%002R The lowest value for 2002 was registered in
the industrial branch (only 75.9% of the nationa¢rage), whereas in the service sector the region’s
labour productivity is close to the national aver&99.5%).

Table no.25 Labour productivity at national angioa level, 2002

NorthWest
Main sectors of the nationall Romania (Northern Transylvania)
economy
mill/capita | mill/capita % in total Romania

Total 582,1 475,2 81,6
Industry 595,0 451,3 75,9
Constructions 533,2 510,5 95,7
Services 603,8 600,7 99,5

Source: Processing data from Romanian Statisctieatbook 2003

According to the economic data presented, a p@ssiplanation for this labour productivity belove th
national average may be related to the existengedoistrial sectors with low added value and large
number of employees (textiles, footwear, furnitugenerally the light industry). The contribution of
these sectors to the national turnover is well beytbe national average.

Moreover, the productivity of SMEs in the North-Wd®egion is constantly increasing since 2000
(from 4,988 to 5,727 million ROL/employee in 20G#)d it surpasses all the other regions except for
Bucharest-Ilfov.
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Table no. 29 SMESs’ productivity (mill. ROL/empleg)

Region 2000 2001 2002
North-West (Northern Transylvania) 4989 5410 5727
West (Banat) 4879 5281 5372
South-West (Oltenia) 4569 4996 5537
North-East (Northern Moldavia) 4617 4887 5227
Bucharest —llfov 9524 9481 8960
Average - SMEs sector 5815 6084 6132

An analysis of the Regional Gross Added Value (RGAXbm the viewpoint of the regions
participation to its creation, coupled with the raanof employees, points out the fact that the iNort
West Region has a contribution of 11.75% to thattwe of the RGAV, with 12.19% employees of the
national overall and a productivity of 220 milliddOL/employee (96.35% of the national average).
Despite these figures, the region ranks second giti@nrural areas and third at national level.

The analysis of the GAV allows a better understagdif the structure of the economic activity in the
Region compared to the other regions in Romania.

Tab. 30 Economic activities in Romania and inNlweth-West Region , the first 10 sectors in teohs

gross added value 1997-2002

1997 199¢ 200z
Romania NW Region Romania NW Region Romania NW Region
Sector % of % of % of % of % of % of total
os total Pos| total Pos total Pos total Pos total Pos GAV
GAV GAV GAV GAV GAV
Industry 30.9 1 29.7 1 24.8 1 22.7 1 28.1 1 26.8
Agriculture, hunting, i
forestry, fisheries 18.0 2 19.7 2 13.3 3 14.5 3 11.4 2 14.6
Real estate
transactions , rentals, 102 | 3| 114 3 12.7 2 15.6 2 14.0 3 14.1
services provided
mainly to enterprises
Transport, storage 90 | 4 95 5 9.9 5 9.7 5 9.7 4 10.0
and communication
Trade 9.0 5 7.8 4 11.2 4 10.8 5 8.6 5 8.5
Constructions 5.2 6 4.3 6 5.0 6 3.6 6 5.8 § 4.7
Public
Administration and 2.7 7 2.9 7 3.3 8 3.5 7 3.8 7 3.3
Defence
Hotels and 24 | 9 16 | 9 25 9 21 10 21 9 16
Restaurants
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Education 2.0 8 2.3 8 3.0 7 4.7 2.8 3.3
Financial
Intermediations 0 1.7 10 1.6 10 1.7 10 1.4 2.3 1.8

Source: National Statistics Institute

4.4. Impact of migration on the economy

Over the last 15 years, the region has been thrawgghies of negative processes, the main of warieh
the demographic decline caused by a negative bath and strong emigration, especially the
emigration of the active population. Bis#iNasiud County is the only county to have a positivehbir
rate. As regards migration, although migratory fcave rather difficult to quantify, it is clear thhe
region is facing a brain drain process, as a langmber of graduates, young specialists and highly
qualified people are leaving to settle abroad, ilogkor better paid jobs and better perspectivieis &

the case in Cluj and Bihor Counties, where the fadjmn has been decreasing the most over the last
years). However, migration within the country isvloApart from migration of “the best”, there is
another issue that the region is facing more andemthe people that leave the country on labour
contracts. This issue concerns particularly thenties of Satu-Mare, Maramyrand Bistria-Nasaud.

In certain areas, following this work-related miiwa phenomenon, the proportion of male population
in the total population is very low.

The migratory flows in the region coupled with thaggistered at national level are the result ef th
changes taking place in the economic, political soxal environments. These changes are exprassed i
terms of occupational, internal and internationabitity.

In the period 1989-2002, the counties of Maram&8c), Salaj (33%), Bihor (33%), Cluj (37%) had
the most dynamic population in terms of intetnatcupational mobility. The social mobility has
certainly had both positive and negative effectpaft of the affected population followed an aséaeqd
curve gathering new skills and a better socialistathe other part of the population got involvedhe
agricultural sector and in activities of the inf@neconomy.

An analysis of the statistics reported in recergryehighlights a change of direction in the mignato
flow from the urban to the rural areas: in 2002 thral environment outnumbered the urban area by
23,000 inhabitants at national level. This situatiwas caused partially by an increase in the
unemployment rate, inflation and price of goodsdist by the agrarian and land reforms.

The main destinations for the international mignatare the states of the European Union due to the
free circulation in the European area (notablyeidanuary 2002, the Schengen area).

In 2001, the main destinations for the Romanian ignamts were: Hungary (the existence of some
elements encouraging this flow: the proximity oé thorder and the Hungarian language), Germany,
Turkey, Italy and Spain. According to the Human &lepment Report issued by UNDP in 2004,
neither of the counties in the North-West Regiors wecluded in the category ,traditional emigration
area”. But the same report mentioned a recent sifteation in the emigration flows in counties like
Satu Mare, Bihor and Cluj since 2002.

® Internal mobility- quantified through at leat ocieage of job or of the workplace, source: UNDPtjdvel
Report on Human Development2003-2005, pg. 57
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Most of the emigrants are workers having labouttremts abroad but also young university graduates.
According to the NSI, the number of graduate petgaeing the country increased from 6% in 1990 to
23% in 2000.

One of the positive effects of the internationagjration is illustrated by the capital flow that erst the
country. According to a survey conducted by CUR80A3, the formal and informal incomes brought
or transferred to Romania amounted to 2 billion EXJJR he impact of these funds at local level in
nonetheless quite limited as most of the peopleldvoather spend money on buying consumption
goods and long term use goods (cars, real estapeiies). After several migrating cycles, theyrtsta
investing their money or set up their own busingsse

4.5. Technical and Vocational Education (TVET) in Mrth—West Region

Between 1990 and 2002 the school-age population the occupational and apprenticeship education
in the region shrank with 12.2 thousands persons.

The population in the secondary school and foremdncation has increased with 4.3 thousands
persons, on a spectacular growing tendency betd880 and 2000 and a significant decreasing one,
but on a much shorter interval, in the period a2@00.

The drop in the school-age population from the néxdi and vocational education is due, in the first
place, to the demographic decline, as the ratiavdxn the number of students in the theoretic high
school education and that of students in techmicgdlvocational education remained roughly constant.

Dynamics of school-age population in TVET, North-d/Region, 1990/1991 — 2002/2003

Figure no: 20. Figure no: 21
Dynamics of school-age population in occupational Dynamics of school-age population in the
and apprenticeship education in North-West Region secondary school and foreman education in North-
West Region
50000 14000
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Source: INSSE, 2002 Population Census

The reform strategy (horizon 2010) of the MinisdfyEducation and Research stipulates that theidarat
of the compulsory education is ten years. In thiategy the reform of the technical and vocational
education system (TVET) is included, and it is base two main coordinates:

The direct technological route (four years), thatgists in

« The inferior cycle of high school (two years ofdstu

» The superior cycle of high-school (two years oflgju

« and it ends with the third level of qualification.

« The progressive educational route, through theaadgrade school (ATS) (2+1+2), that consists in
« The arts and trades school (two years of studglified with first level of qualification
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« The supplement year, finalized with the secondl lefvqualification
« The superior cycle (two years of study), finalizgth the third level of qualification.

Both routes allow the finalization with a bachelegree and the continuation of studies in the wsityeor
secondary school education. This structure fawofitee achievement of the European benchmark that
establishes that 85% of the school-age populatigst otonclude the high school superior cycle by 2010

The school curricula are designed so that theyldp\aelarge area of transferable competences:
« Communication, inclusively in foreign language ammneration

« Use of computer and information processing

» Teamwork

« Workplace organization

« Problem solving

« Entrepreneurial capacities.

These competencies allow the graduates to take tiponselves the role of responsible persons, in
society and at their place of work, that train teetwes all their lives.

The education plans contain subjects that allowh bibe development of the key competences
mentioned above and the assimilation of the speethltechnical culture and practical training
(occupational competencies).

The modular approach of the contents is anotheralement that has the following advantages:

« The module is oriented towards the learning pesswhcan underline his availabilities

« Asitis a flexible structure, it can use at amgeinew teaching means or resources

« The module allows the individualization of the ealiion and the articulation of the formal and
informal education.

The curricula in local development, realized in ma@tion with economic agents, allows a better
adjustment to the local labour market. In this whg employers get involved in the professional
training process and contribute to the increasdésofjuality, influencing what is being taught and
creating conditions for the education to responithéotechnological changes.

Human Resources

In the Regional Action Plan for the Technical andc&tional Education (REAP) of the North-West
Region, a strategic document for planning of thecational offer based on the labour market demand,
the following priority domains were identified ine North-West Region:

« Electronics, automation and IT

« Trade and services

« Tourism and public nourishment

» Food industry

« Constructions and public works

The consequence of this analyze is a new apprdatie @ducational plan and school network, as well
as a new policy in the field of human resourceacfing staff), so that their specialization coroesp

to the new requirements of the labour market. Baflg@s a surplus of full teaching staff of mecitan
has been noticed nowadays, particularly forememe lack of teaching staff for the specializations
required on the labour market, such as construstimade, food industry, wood processing, tourisich a
public nourishment; more that that, the major édrthe technical teaching staff are in the 40-56 ag

group.
The school network of TVET unitsin North-West Region
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The total number of education units with technjgadfile in the NW Region is 159, 92 in urban area
and 67 in rural area. The analyse shows that, vihdenumber of the educational units with technical
profile in the urban area has remained roughly onsthe number of ATS units in the rural area has
increased, in order to improve the access to educat the rural area and to adapt to the locabimb
market.

The number of the units in the region that areigipeting in Phare projects regarding the refornthef
technical and vocational education in Romaniaesfttiowing:

« Phare 2001 - 13 educational units

» Phare 2003 — 9 educational units — rural area

» Phare 2004-2006 — 10 educational units (urban aneall towns and rural area)

Fields of preparation

Compared with the year 2002/2003, in 2005/2006 cloywar the number of classes on priority domains
increased as follows:

» Electronics, automation, IT : with 5,5%

- Trade and services: with 8,5%

« Tourism and public nourishment: with 2,4%

» Food industry: constant percentage of 4,5%

» Constructions and public works: with 1,5% ( a biggerease being registered in Cluj County)

In the same time a decrease in the number of dagse registered for:

« Mechanic field; the decrease is not significantthas major part of the classes are of automobile
mechanics and tin workers, who in fact are senvietisers;

« The textiles-leather field, due to the graduateamli®arance of the “lohn” activities (high
percentages remain in the traditional counties-8re and Bihor, but the number of classes was
reduced through the educational plan for 2006-2007)

Significant progress regarding the adjustment efdfier and school units’ network to the needshef t
labour market is to be noticed in the educatiofetpproposed for the 2006/2007 school year.

Partnerships

The partnerships between the educational unitstiaddeconomic agents in the region are generally
realized on the following fields:

« Elaboration of the curricula for local development

 Practical training

« Organization of professional traineeships for stiisi¢hrough practical training
« Cooperation for the students’ professional oriéoteand counseling

» Courses for qualification and professional recosioer

« Contracts for education in some qualifications

« Participation in the elaboration of the school'selepment plan

« Common projects for the community, sponsorships

« Specialization of the teaching staff in factoriesthe high technologies.

The process of modernization of the technical aswhtional education (TVET) aimed at:

« Definition of new professional routes, correspondinthe European levels of qualification

« Adaptation of the TVET educational offer to the dab market from the North-West Region
through: professional training standards, curricatiapted to the needs of the labour market,
acquisition of competences and abilities requinedhe labour market, education plans and curricula
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adequate to the competences that must be provba and of the preparation period and a modular
approach to the contents

» Realization of the Regional and Local Action PI§REAP, LEAP) based on objectives, measures
and actions aimed at supporting the action of regidevelopment and adaptation of the education
system to the regional and local needs, on one, laamtion the other hand, the identification of the
resources for these objectives to be fulfilled.

Compared to the TVET offer, diversified by the newofessional routes, the interest for the
professional education remains at a constant I&utlmuch diminished compared to the years 90'. In
the same time, the short-term technical educaienagndary and foreman schools) is in a drasticigtro
decline due to the educational offers made by thieeusities from the region on one hand, and on the
other hand, to the migration to the European Umiomntries, the NW region being located at the EU
border. From the analyze of the school network tbibe noticed that the number of classes ofeauds
trade (ATS) in the rural area has increased, istngathe possibility of access to education for the
scholars in this area and of satisfying the requénats of the local market.

5. RESEARCH — DEVELOPMENT - INNOVATION
Research and development activity

In 2000, in the North-West region (Northern Tramaylia) there were operating 65 research and
development units, 30 of which were economic agefite latter's number remained rather constant
over the following years whereas the number ofaegeinstitutes dropped over the last 15 years (in
1999 the region counted 74 R&D units). These im&t#t were confronted with numerous financing
problems and had serious difficulties to adaptrthetivities to the needs of the economic sectibrs (
transition from the fundamental research to theiagpppne was difficult) and they were lacking the
infrastructure necessary for their activities (pguénts, devices).

They represent 10.91% of the total R&D units in Roim, while 38.1% of the remaining ones are
located in Bucharest.

Graph no.31 R&D units in the North-West Regian2000

Research institutes

Economic agents
Universities
Me

dical units 2
R&D agricultural units
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The North-West region has an excellent potentiaraihing specialists in the research activity. sThi
potential is illustrated by the diversity of theiversity offer and by the research activities cartdd in
these institutions.
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These are some of the most prestigious upper adodastitutions that conduct research activities i
the region:

- Babes-Bolyai University

« Technical University

 luliu Hatieganu Medicine and Pharmacy University

» Agricultural Sciences and Veterinary Medicine Umgig/

« Oradea University

« North University of Baia Mare

In the North-West Region there are eight universépters with an intensive activity of research and
development. One of the most important such cerigeBabes-Bolyai University from Cluj-Napoca,
Cluj County, which includes more than 20 departmdiaboratories, or centers performing research and
development activities.

The main areas for which the structures within Uiform applied research are the following:
« chemical engineering

« applied chemistry in nanotechnologies

- artificial or biological nanostructures investigathrough laser spectroscopy

» computer assisted chemical processes

« silicate technology

« organic-metal chemistry

The university employs in R&D 212 people (both Hfithe and part-time) and has won 79 research
projects in national or international competitions.

Another important research priority for the univgrgs the science of materials. The main research
topics are scientific research and material tedwyol (ceramics, electrodes, electro-chemical
biosensors, oxide materials, polycrystalline matsrietc.). In this field, 80 projects have been
implemented and 132 employees are permanentiyiagal

Fundamental research is an important aspect dRihactivity with the Babes-Bolyai University. They
have performed research in Mathematics (numerilysisaapproximation theory, homological algebra,
integral non-lineal equations, quantical groups)getoedicine, geology (magma geology, sedimentary
and metamorphic geology), environment (de-pollutistudies). 136 employees are involved in
fundamental research and 62 projects have benéfiednational or international funding.

UTCN — Technical University from Cluj-Napoca is #&mer important pole in research and
technological development in the region. UTCN idlakeown as a university with tradition in research
and innovation with direct applicability in econonmly is known to perform market oriented research
and applied research in its Laboratory for reseamclinconventional technologies and innovative
fabrication, laboratory for computer assisted fedtion, laboratory for prototype fabrication, ladr f
competitive engineering in project design and dgwelent, TCM Lab, bio-combustibles and
mechatronics, reinforced and pre-compressed candedd, center for simulation and testing of
industrial robots (CESTER), Centre for ResearclEl@ectromagnetism etc. The activity of all these
laboratories is focused on physical-mechanicalrdemations of the existent materials on the market
and new materials, innovative research in the éutechnologies.

The activity of the Medical Engineering Lab has iatiate applicability in medicine, since they
research medical IT, bio-physics, bio-electromaigneetc.

UTCN performs applicable research in ITC as weleif laboratories of virtual instrumentation,
intelligent measuring, computer networks, calcolasystems, robots and integrated fabricationchdgi
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and multi-paradigm programming, artificial visiotceall have as their main concern research and
innovation in ITC.

On the other hand, they also focus on researchinmah resources development, entrepreneurship and
managerial infrastructure within the ECO Managenggamnter.

UTCN had implemented a number of 174 research gjgained through national and international
call for proposals and involved 514 employees ardsearch and development activities.

Research regarding the isotopic and molecular tdogies is performed by the National Institute of
Development of the Molecular and Isotopic Techni@sdrom Cluj Napoca. The main applied research
areas are related to the new technologies and ialatarnconventional treatments, new techniques of
magnetic resonance etc. These activities are peefbwithin research centers and specific laborgori
such as: laboratories of molecular and bimolecplaysics, the physics of multifunctional systems,
nanostructures systems, mass spectrometry systbmmnatographic systems and the physics of the
ionic systems. Within this area 73 projects werpléamented and 190 employees were involved in the
research labs.

Within the Research Centers and Laboratories otthigersity of Agricultural Science and Veterinary
Medicine from Cluj Napoca scientists research negvicaltural technologies. Through the 32
implemented research projects the institute hasldped the areas of applied biotechnologies,
serviceable agricultural technologies, new worksggtems of the soil, updated agricultural structure
and alternative agricultural solutions.

The University of Oradea implemented a great nunolbeesearch projects in many and diverse fields.
The most relevant areas of innovation and developraee chemistry, human resources development,
engineering in new technologies, medical resealthtechnology, computer assisted design, and
experimental surgery.

The Research Centre and Laboratory within the NOrtfversity of Baia Mare has established as its
main objective of activity the development anditivation of mechanical and industrial engineering
electrical engineering, technological know-how sfen to the regional industries. The North Univigrsi
of Baia Mare implemented 20 projects of researdh ianovation involving the work of at least 160
employees.

The ICPE Bistrita SA, institute applied researchlé@sign and development of equipments for the waste
water plants, automation systems.

In the field of construction material development aesearch is relevant the activity of INCERC Cluj
branch. Within the Theoretical and Applied ScieatResearch Department of this institute reseasch i
performed, related to structural engineering, s@thanics, environmental protection technologtes, t
physics of constructions, technical agreements INCERC Cluj implemented 4 research projects,
involving the work of 60 employees.

Unfortunately, technology transfer from the univigrenvironment to the production sector represants
real problem both at regional and national levéiere is a need to develop the technological co-
operation through joint projects and partnerships.

The number of people involved in the research awkldpment activities at regional level registeaed
faster increase than the national average unti 2@fllowed by a sharp drop in 2003. In 2003, the
number of people working in the research and dewvedmt sector represented 0.24% of the overall
workforce. This figure was much below the natioaaérage of 0.43% and below the EU 25 level of
1.44%. 45% of these people were researchers, 22s8%nilated technicians and the remaining 32.2%
belonged to other categories.
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Graph no.32 Dynamics of the number of employed®&8ib sector in the North-West Region
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If in 2002, 28.1 employees/ 1000 civil employeesked in the research and development sector at
regional level, this indicator dropped at 24.2 @02. This decrease was caused in fact by a shapp dr
in the number of employees in the research andig@vent sector in Bihor county (almost 4 times less
people), as all the other counties except for Setpjerienced an increase in the number of people
working in this sector.

Table no. 33 Dynamics of the employees and expemdit(mill. ROL) in R&D, split on counties of the
North-West Region, 2002-2003

County ReD 2007 ReD . Repaons  EMPloyees ReD
Bihor 6514 856 49097 249
Bistrita-Nasaud 15579 112 28768 159
Cluj 332665 1665 229291 1926
Maramures 6440 242 14570 137
Satu Mare 14471 184 20168 123
Salaj 11201 124 23873 148

In the period 1999-2002, the total expenditure research and development at regional level (as a
weight of the overall national expenditure) incezhdy 2.19% from 4.55% to 6.74% (99,941 million
ROL current prices - 38,6870 million ROL). This exwliture dropped nonetheless by 5% in 2003 as
compared to the level of 2001. A weight of 86% loé total regional expenditure for research and
development was recorded in Cluj county in 2008p¥eed by a tendency of equilibration in 2003
when Cluj county held 64% of the overall expenditwhereas Bihor county withessed a spectacular
increase ( by 600% between 2002-2003).
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In the period 2000-2002, we noticed a doublinghe R&D expenditure of the enterprises, although
their weight in the total R&D expenditure decreabgdb0%. There has been also a massive increase in
the expenditure for R&D sector made from publicdsir{x 5) whereas the foreign funds for the R&D
sector had no major fluctuations, neither in teofgalue, nor in terms of weight.

The year 2003, however, brought a certain uphezfthle tendencies registered in the previous yaars
it comes out from the following table: the R&D expiture in the private sector doubled both as
absolute value and as weight whereas the expeaditum public funds dropped sharply (-50% both as
weight and as absolute value) and the foreign invessts doubled. In 2003, the chapter “Other solrces
reported values ten times higher than in 2002

Figure no. 34.

Source of R&D Expenditures
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According to the international definitions, the d@wative activities encompass all the scientific,
technological, operational, financial and commeroiaasures, leading effectively or meant to lead to
the implementation of new or improved products racpsses from the technological point of view.

Innovations rely on the results of new technololgiteevelopments, on new combinations of the existing
technology or on the use of other knowledge acduirethe enterprises. The innovation may be
developed by the enterprise where it applies a Hifferent enterprise.

The North-West Region (Northern Transylvania) ceud#l0 enterprises with innovative activities
(11.04% of the 3,983 enterprises with innovativeviies operating at national level). In Romarttze
innovative enterprises represent 17% of the engapoperating in the economic sector (with approx.
16% of the total number of employees). At Europkael, 51% of the operating enterprises apply
technological innovations.

The structure of the innovative enterprises ha$ah@wving characteristics at national level:
 from the point of view of the dimension:

« 83.4%- SMEs (53.7% small enterprises and 29.7% lanisided enterprises);

» 16.6% -large enterprises from the point of vievihair main activities:

»  73%-industry

» 27% services (12%-trade, 10% real estate transa¢ib7% transport and communications).

The technology transfer and innovation infrastreetand the entities specialised in the distribytion
transfer and valorisation in the economic sectdhefresearch and development outcomes are cyrrentl
involved in a process of institutional building.

At national level, these are considered the mmostvative sectors:

« Instruments of medical precision, products of maldiptics, instruments for clocks manufacturing;
« Chemical products and substances

« Means of road transportation

+ Real estate transactions

Most of these innovations (75%) are reported topttoeluct and process innovation. However, the vast
majority of technological innovations concern tlegj@sition of new machines and equipments (58%
for all the enterprises and up to 73% in the cdsamall companies). The Romanian SMEs are more
innovative in terms of marketing and design adg#githan in changes of strategy and organization.

Businessinfrastructure

The industrial parks and business incubators (dmair trelated concepts of technological parks)
represent quite a new concept in Romania. We celnda in this category also the lands from the
industrial areas offered by the local authoritiedrnivestors (e.g. Zalau, Baia Mare, Oradea, B#trit
These measures are meant to improve the busingssrement and to attract more investors in the
region.

The support infrastructure is still weak in the theWest Region (Northern Transylvania).

Table n0:35 Number of business support structiareSMES, in a comparative view, 2002

Region i n?:ﬂzztisr: Cé:rfi?es:hancy Industrial parks
North-East (North Moldavia) 3 33 6
South-East ( South Moldavia-Dobrogea) 2 28 2
North-West (Northern Transylvania) 1 30 5
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Region SUBIMEsE Sy Industrial parks
9 incubators centres P
Buchares-llfov 2 83 5

Source: ANIMMC- An overview on the SMESs sector iarfania in 2002

Today there is only one business incubator in #ugon. It was opened in 2000 in Baia Mare and it
operated in the IT sector. It has a surface ofn®5and hosted 17 companies in 2005; 64 companies
have been incubated there since its creation. i¢uator was set up in 2 stages. The first investme
of 96,448 EURO, from the PHARE Fidel programme wasd for the renovation and endowment of
the offices created. The Ministry of Labour and Yerld Bank provided the financial means for the
arrangement of the entire building so that in Jan@®01 the incubator was fully operational. This
incubator focused on newly-created companies, r@aterprises and SMEs that committed themselves
to recruit unemployed people. The companies hastede incubator have access to the modular and
functional space, to very competitive prices, adl wefree access to business training, business
consultancy services, information and documentatientres and they commonly use the office
automation and secretarial services.

A new incubator with a built surface of 1,333 méig to be built in Cluj-Napoca.

The consultancy services sector in also poorly ldgesl especially those operating in the quality and
specialization fields. This situation is caused tiydsy the under-development of the main consufjanc
service providers: the entrepreneurial associatiand Chambers of Commerce. There are 30
consultancy centres in the North-West Region (nadsthem based in Cluj-Napoca). In 2002 these
centres counselled 1,494 SMEs each.

The industrial parks (and their related concepteafinological parks) represent quite a new conicept
Romania. The Governmental Decision no. 65/30.08.239s up the administrative framework for the
creation and functioning of industrial parks whereahe Governmental Decision no 14/24.01.2002
regulates the creation of industrial and technalaigbarks.

This Decision stipulates that the infrastructureanfindustrial park may be created as an indepénden
business and therefore it may benefit of finansigdport from the local and governmental authorities

The company that manages the park is responsiblehfimsing the most appropriate location as well as
for the creation and development of the park. Fisteuctions on profit are applied in order to
encourage the creation of new infrastructures @ettpansion of the existing ones.

The geographical repartition of these industriakpdollows a tendency opposed to that of the krssin
incubators. It is true that, the industrial parkeated from private investments tend to be located
areas with a higher economic level, in the proximit industrial centres with prosperous foreigredir
investments.

The proper development of business structures septe a critical factor for the increase of theaeg
attractiveness as locations for business invessnefhe low level of business infrastructure
development in many regions and localities is tlanmeason for economic decline

The objective of regional strategy for the exergieeod 2000-2002;2004-2006, was mainly, to create
and/or to improve the regional and local businessiciires, to support regional and local
entrepreneurial activities, especially innovativicnoenterprises, and develop the business support
services.
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The regional business structures need to be coneplem with effective business support services. Due
to this above at regional level in those prograngrperiod was one of the priority to create support
business structure like Industrial Parks..

The Region comprises three industrial parks on BR800, which are about to be completed: in Cluj
(24 ha), Jibou (22 ha) and a forth one in Satu Mard Bihor counties. The Industrial Park for
Advanced Technologies from Cluj (Tetarom I), opermedNovember 1%, 2005 currently hosts 25
companies with Romanian and foreign capital. Thetivity is characterised by a high percentage of
added value and they operate mostly in the follgwsectors: IT (software, hardware, networking),
communications, car industry. The Industrial Pagtafom | was created with PHARE support, the
value of this investment amounting to more thanmgillon EURO. The Industrial Park from Jibou will
be focused on the development of non-polluting gtdess. Another one it is in implementation in Bors
location , nearly Oradea financed by Phare ESC 28€%ed in IT and light industry.

I nformation society

The main components of the EU policy in the fidldhdormation society are

« The telecommunications policy

» Support for the development of information and camivation technologies (ICT)

» The contribution to creating the necessary conaitior ensuring community industry
competitiveness

« The development of Trans-European Networks (TEfhdport, energy and telecommunications.

The transition to the information society and tenawledge-based economy is essential for reaching a
maximum of benefit from the use of digital techrgis and the Internet for the purpose of achieving
sustainable development, increasing productivityd arompetitiveness, creating new jobs, and

supporting social and societal progress.

In Romania, important progress must be made tchrdsese objectives. The greatest unachievements
are to be found in the area of public administratizvhere there is not the necessary support for
assessing the stage and the evolution of economicsacial processes. Information systems are
rudimentary in this field, lacking correlation aneimaining unaccessible to external users, while the
staff is little computer-literate.

A comparative analysis of the most frequently ubedicators highlights an increased development
tendency of the information society in Romania.

The rate of increase in the number of PCs was 8#®2between 1999-2003, with an annual average
increase of 34.5% (8.3 PCs /100 inhab. in 2003)thachumber of internet users increased by 563%
within the same period with a spectacular annual 08 60% (19.1 Internet users/ 100 inhab. in 2003)
In 2002 there were 69.2 PCs/1000 inhab. in Rom&iatistics indicate at national level, a valueselo
to those recorded in EU 15: rate of internet pextiein in the public administration sector of 80%J(E
15 average= 84.2%), in the business environment &% average= 84.2%). However major
differences were illustrated in the category doinesters: 12.1 % (EU15 average = 45.1%).

The data reflecting the situation at regional lensdérs only to the year 2001, thus an analysithef
evolution and rate of increase in the IT sectaegional level cannot be provided.

Table no0.36 Internet connection and PC endownmetfitei North-West Region, 2003

® Source: www.infoeuropa.ro
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% of enterprises wit 0 .
Internet Number of & (I)r]:tZrise'leth %of IT&C
Region connection/total PCs/ 100 connection/total specialists/100
enterrperésigrs] inthe | employees PCs in the regior employees
North-West 8.2% 8.8% 48.4% 1.7%
Bucharest 12.2% 13.6% 60.1% 2.5%
Romania 8.5% 9.7% 48.9% 1.7%

In 2003, the number of IT specialists at natioeakl increased by 20% compared to 2002. The weight
of IT&C specialists is reflected more in the seegisector and less in industry.

National statistics highlight the fact that the maisers of IT&C products are the large companies
whereas the rate of penetration of IT&C productthin SMEs is low from all points of view: numbers

of companies using PCs, numbers of employees u@gfInternet, number of companies that have
their own web-sites. The number of companies hattrggr own web-sites nearly doubled between
2002 and 2003.

The online sales and e-commerce services arepetiifly developed both at regional and at national
level (in average less than 2% of the companiesenaatine sales, and the percentage of those who
make online acquisitions is almost the same).

The number of software producers for export is éasing in the Region, with opportunities of
developing their own software products with higlded value (ERP solutions, multimedia solutions,
quality management, e-learning, e-government, goo®ovation, etc).

The regional potential of this sector is suppogks® by the increasing number of specialists coroirg
from the technical universities in the region. A&s the phone networks, in 2003, there were 19 phone
subscriptions/ 100 inhabitants. Other companiegixtor the national telecommunications company
Romtelecom, began to consolidate their positionttom regional market by offering packages of
services and competitive prices (e.g. Astral). Thebile phone sector withessed a spectacular
development, the regional market being dominatethbytwo mobile phone main companies Orange
and Vodaphone.

The IT&C companies operating in the 6 counties le# North-West region have accomplished a
cumulated turnover of nearly 70 million USD (appréx6% of the turnover accomplished at national
level), according to a statistics of the CalculesfAnique Institute in Bucharest.

According to the same statistics, Cluj county raBKsat national level from the viewpoint of the

turnover accomplished by the companies operatinganT&C sector (48.9 million USD in 2003) and

2" at national level in what concerns the number @pganies operating in the sectors ,office
automation and calculus techniqgue means produciGAEN30) and ,computer science and related
activities” (CAEN 72). All in all, the 1,150 IT&C ampanies operating in the North-West region
employ nearly 3,500 persons.

Table no.37 Geographical distribution of techgidal information, 2003
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TL:rrlriII.oéer’ No.n(izgsmpa P?lreslon %of t\tleer turno e
Cluj 48.91 557 2,267 4.60% 7.40%
Bihor 6.49 239 483 0.60% 1.60%
Maramures 4.7 125 283 0.40% 0.90%
Bistrita 3.81 80 113 0.40% 0.40%
Satu Mare 3.69 101 209 0.30% 0.70%
Salaj 2.34 45 125 0.20% 0.40%
Total NV 69.94 1,147 3,480 6.50% 11.40%
Total Romania 1.073,16 8,937 30,498 100.00¢ 106.00

Source: CTI (Calculus Technique Institute) andAeociation of Employers’ from the Software Indysand IT Services) —
“Geography of the Romanian Software Industry an&éfvices”

However, according to the CTI statistics basedhendata gathered for the first semester on 20@4, th
IT&C companies operating in the North-West regioavén recorded a slight increase of their
contribution to the turnover accomplished in trester at national level. Thus the contribution o t
North-West region to the national turnover in teeter increased in the first half of 2004 from 6.5%
(2003) to 6,8% whereas the number of employeelsarséctor decreased from 11.4% (2003) to 10.8%
(1*' semester, 2004).
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6. GENERAL SWOT ANALYSIS

Strengths

Weaknesses

Economy (economic sectors)

- The manufacturing industry overall is predicte
to have an annual turnover increase

- Sectors that record constant increases: metall
constructions, hotels and restaurants (tourism),
machinery and equipments, textiles, furniture
manufacturing, land transports, wholesale and
retail trade

- Significant export dynamics in: wood processi
industry, clothing and footwear, electric and
metallic devices, optical and precision
instruments, transportation means and parts,
construction materials (non-metal products

- Increasing contributions to the regional GDP f
industry and commerce

- Textile and clothing industry has been on an
ascending trend lately and has recorded a
significant turnover in 2004,

- Strong ascending trend for IT&C: tradition in tl
region, increase investments, high turnovers,
positive evolution for “Consultancy and softwarg

- Innovative trends in the manufacture of
construction products (non-metal products),
mostly due to regional market evolution

Enterprises (including SMES)

- Second region in the country in total number ¢
enterprises (SMEs = 98% of enterprises)

- SMEs contribution to the regional turnover: 72

d- The NW attracts insufficient foreign direct
investments (only 6.7% of the overall FDI in
iC2004, ' position in the country)

- Low labor productivity rate (only 91.53% out g
the national average in 2002)

- Important export deficits for rubber and plastig
materials, and chemical products

"9 Decrease in the manufacture of food products
and beverages, both as consumption and expo

- The chemical industry has been declining sing
1990, in terms of turnover

or The commercial external ballance is negative,
the deficit is increasing with almost 10% every
year

- There is a limited job offer in high-tech
industries and services; manufacturing industry
]accounts for 38% of employment, followed by
Tommerce with 14%.

D

- The enterprises make little or no investments
intangible assets, IT&C, marketing and market
surveys, continuous training of staff, training on
oproject management

—h

- Most enterprises (out of which 20,2% belong to- The number of companies that can be considg¢

the textile industry) record increasing turnovers
and provide ~ 150.000 jobs

- First region in Romania in total number of SM
in industrial sectors and second after Buchares
lIfov in number of SMESs operating in services

- First sector in the region in terms of entergise
turnover is the manufacture of furniture (one of
the first in terms of exports as well)

technologically innovative is insignificant (aprox.

400 out of about 50.000)

EsThe SMEs in the NW have little or no
i-contribution to the Research & Development fie

- Managerial and entrepreneurship capacities are

still insuficient in the business sector, business

rs

sred

Id

administrative capacities are underdeveloped and

there is need and demand for training

programmes.
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- Successful enterprises in the region in food

products and beverages, with widely recognize
brands and significant turnovers (European Foc
Ursus etc.)

- Enterprises that manufacture wiring, electrical
machinery and apparatus record significant
turnover increase and increase in exports

- Clusters of excellence in IT&C, higher educati
(universities), and industrial activities, such as
machinery and equipment, textiles and furniture

Labor market

Technical and Vocational Education and
Training

- Recorded unemployment rate of 6% (national
average 7%) below the EU 25 average (9.1%):
among the better positioned regions in Europe

- Recent reforms of the education system:
alignment with European standards

- School curricula developed in partnership with
local enterprises for a better match between su
and demand on the labor market

- Increase in school offer from 2002/3 — 2005/6
(students’ groups) for Commerce and services
(8.5%), Electronics and IT (5.5%), Food
processing industry (4.5%), Tourism and servic
(2.4%) and Constructions (1.5%)

- Successful partnerships between schools and
local businesses

Research & Development & Innovation
- Universities with a strong scientific and tecladi

background (mainly Cluj-Napoca and Oradea thddevelopment; small R&D expenses for compary

receive more than 200,000 students)

- Most registered R&D&I units in the Region
represent economic agents

- High potential of training for future research
specialists

- A considerable share of enterprises work in lo
] procedure without connecting to local supliers ¢
dfistributors

- Insufficient promotion of the Region for foreigr
possible business investments

on

- Negative demographic evolution with a life
expectancy below the national average (70.2
years)

- High level of external migration, of qualifieddr
non-qualified workforce

- Large number of people occupied in agricultu
(33.2%)

- Low rate of adult participation to training and
LLL (1.1% in RO, compared to the EU average
8.4%)

- Decrease of school-age population between
1|990-2004
pply

- Low interest of students in TVET schools

- Insufficient teachers for qualifications needed
the labor market, such as construction, food an
beverages, tourism and services, wood process
eslectronics

- Most teachers of technical subjects belong to
40-55 age group

- Decrease of schools’ offer for mechanics, test
and leather processing

c - Little or no investments in Research &

(6,74% share in total national expenditure)

- Only 0.24% of the total labor force is employe
in R&D

- Decreasing number of employees in IT&C,
possibly due to migration

- Significant investments in R&D from the
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- Most research centers have been seriously
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chemical industry, and increase in volume of
exports

- Applied research in chemical engineering,
nanotechnology, artificial or biological
nanostructures investigated with laser
spectroscopy, computer assisted chemical
processes, silicate technology, organic-metal
chemistry

- Emphasis on scientific research and technolog
of materials

- Applied research in physical-mechanical
determinations of existent and new materials, n
technologies, medical engineering, biophysics,
bio-electromagnetism

affected by the transition to the market econom
and forced to reduce their activities, and numbe
of employees

- Poorly developed R&D basic infrastructure

Jy

ew

Opportunities

Threats

- Diversification of the regional economy throug
the development of several sectors of excelleng
such as manufacturing of machinery and
equipment or IT&C

- Private investments in the real estate sectdr w
horizontal impact on the economy and creation
new jobs

- Traditional universities and research instituites
the Region are currently in full development, in
the middle of establishing international sustaiag
partnerships

- Future development of IT&C is likely to
generate a significant increase in the regional
companies’ turnover (hardware, software,
consultancy)

- Strong ascending trend in real estate
(transactions and construction) — positive marke
demand

- Increase in the market demand for IT&C

h- Decrease of competitiveness on the Europear
anarket for some key sectors of the regional
economy with direct effects in jobs cuts and / o
profitability

it The EU Accession might have a strong impac

abn the enterprises, and SMEs in particular, in
terms of environment protection, product quality
regulations, communication, management polic
and competition

bl Romania’s integration in the EU will have a
major impact on IT&C, related to outsourcing
services.

- No research projects based on cooperation
between universities and the economic / private
environment in the region

- Very limited knowledge / technology transfer
stfrom universities to enterprises

- Lack of correlation between the offer of
continuous training and the labor market dematr

—
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- Low mobility of the labor force in the region
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