Innovation and Change:
Metwork of One-5top Shops

Regional context analysis

A comparative picture of the six partner regions of the ICHNOS Plus project
with regard to the implementation of the One-Stop-Shops for business start-ups:
Galicia, North Aegean, Sardinia; Silesia, Southern Estonia and Vysocina.
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1 Introduction

After having analysed in the first phase of ICHNOS project the state-of-the-art regarding one-
stop shops (OSSes) in the three partner regions, the points in common for the definition of an
OSS model were published in the Green Paper. In this publication we concluded that three
main activities that should be covered by OSS:

o Consulting on specific business ideas and/or administrative issues

o0 Management of the authorization process

0 Marketing of the territory

With this starting point, additional interviews and experts panels were carried out to many
stakeholders in the three regions. Based also on the experience as a Centre of Competence of
the Galician eCommerce Leveraging Centre, we recommend a general model of Regional
Centre of Competence (RCC) for OSS that provides the necessary support they need which
can be extended along Europe.

A Regional Centre of Competence (RCC) for One-Stop Shops (OSSes) is defined as a non-
profit or profit organization whose main objective is to develop specific actions to support the
operation of OSS in a region, contributing to the economic growth of the region by facilitating
business start-ups and providing a better support to entrepreneurs.

In this sense, and in accordance with the requirements that the Commission’s proposal for a
Services Directive (Bolkestein Directive)', RCCes should assure the conditions so that “by three
years after the entry in force of this Directive at the latest, it is possible for a service provider to
complete the following procedure and formalities (...):

a) all procedures and formalities needed for access to his service activities in particular, all
necessary declarations, notifications or applications for authorisation from the
competent authorities, including applications for inclusion in a register, a roll or a
database, or for registration with a professional body or association:

b) any applications for authorisation needed to exercise his service activities.”

The proposed model consists of four interdependent modules, as well as a management
department:

1. An Observatory module that assesses the current regional socioeconomic situation in
order to support the set-up of new OSSes. It will also monitor the performance of each
individual OSS and evaluate the obstacles that may prevent them from running
smoothly. Additionally it will also monitor the latest information about eadministracion
solutions for OSS and processes and recommendations of simplification of the
bureaucratic procedures for facilitating business set-ups.

2. An Advisory and Support module that carries out the core activities of the OSS, giving
support to OSS managers and to local authorities on the four main areas: legal,
technological, marketing of the territory and organizational.

3. A Training module that offers knowledge to OSS staff and to third bodies connected
with OSS’s activities. Online and face-to-face courses, as well as paper-based
documentation on guidelines are the main means. which will be focused on the
procedures regarding business creation, the procedures for contacting third bodies, and
the novelties on legal and technical aspects of OSS activities.

4. An Information and Communication that promotes OSSes and disseminates their
achievements and benefits among their stakeholders in the region among their end-
users and around an interregional European level.

5. Management and Institutional Relations that, apart from the general administration,
promotes the OSS system among public and private institutional stakeholders within the
region and an interregional European network of RCC for OSS that exchanges
information and experience and cooperates in the EU territory.

" In the 4" April 2006 the Commission come forward with and amended proposal. The amended proposal
will now be considered by the Member States of the EU in the framework of the Council of Ministers with a
view to reaching a Common Position.
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It is essential to highlight that the modules are groups of functions that are to be provided.
Depending on the budget the Centre count on, the number of OSS under its control and the
existence of other organizations working on the marketing of territory field, the model could be
adapted.

2 Goals of a Regional Centre of Competence for OSS

According to the study by the association EUROPA for the « Délégation a 'aménagement du
territoire et a I'action régionale (DATAR), the pursued goal of setting up an OSS in the analysed
cases is modernizing the administration by a process of simplification, ensuring transparency
and efficiency.

As far as a Regional Centre of Competence for OSS, it must guarantee the smooth and efficient
functioning of OSS as a single point of single contact, and should begin by answering these
questions:

- What is the situation related to entrepreneurship? What is the entrepreneur’s

awareness about OSS?

- Why don’t SMEs and citizens use the possibilities offered through OSS?

- What can a LC do in order to remove the identified obstacles?

- How will the obstacles be leveraged.

3 Socio Economic report of each new region

In this chapter, each region will summarize their respective socioeconomic situation, in order to
get a picture of the capabilities and opportunities of each region. Definitory characteristics of
each territory, economic indicators, entrepeneurship, population and social conditions and
research and development activities will be highlighted in this chapter.

3.1 Galicia

Area: 29.574,4 km®. Galicia
Peripheral region: Madrld
e Located on the Northwest coast of the Iberian Peninsula: Lisboa
to the south it borders on Portugal, to the west to the A Corula
Atlantic Ocean, to the north the Bay of Biscay and to the :
east the Spanish mainland. e

Ferral
]
L]
Lugoe

e Really complex orographic disposition: with an average
height of 500 m it is separated from the Central Plateau Pontevedra

and Asturias by a set of mountain chains. =
Source: Galician Institute for Economic Promotion. mVige  purense

Geographic distribution of population:
- Galicia is divided into 4 provinces: A Coruna,
Lugo, Ourense and Pontevedra.

Figure 1: Galicia geographic location
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Figure 2: Main Galician cities
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GALICIA MAIN CITIES

POPULATION (2007)

288.324
242.458
109.011
93.273
89.509
79.520
76.798

- Scattered population: It has 192 municipalities with 5000 or less inhabitants
out of 315 with a population density which amounts to 93 inhabitants per

km?.

Figure 3: Galicia population density
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Figure 4: Population units
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NUMBER OF TOWN COUNCILS, COLECTIVE ORGANIZATIONS, SINGULAR ORGANIZATIONS AND POPULATION CENTRES

ACCORDING TO THEIR POPULATION

1 2 3 4 5 6

Town councils 0 1 13 68 110 65

. o2
Singular organizations
Collective organizations

Population centres

26.753  2.839 213 57 60 25
1.011 1.974 433 187 121 44

27441 2823 205 89 57 25

7
36
6

8
15

10

TOTAL

315

29.990

3.778

30.653

Source: National Statistics Institute.

1.Less than 101 inhabit.
2.From 101 to 500

3. From 501 to 1.000
4.From 1.001 to 2.000
5.From 2.001 to 5.000

Census 2001

6.From 5.001 to 10.000
7.From 10.001 to 20.000
8.From 20.001 to 50.000
9.From 50.001 to 100.000

10. From 100.001 to 500.00

2 Singular organizations of population: it refers to whatever habitable area within the municipality,
habited or exceptionally inhabited, clearly perceived as different from the rest and known by a specific
denomination which identifies it without possibility of confusion.
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Contrasts between the Atlantic coast and inland areas

In spite of being maybe a simplification, Galicia can be divided into two areas: coastal and
island.

The two coastal provinces of A Corufia and Pontevedra accounted for about 74% of
population in 2002, being the demographic trend towards increase along recent years. Within
these two provinces the principal industrial areas are located: A Coruna-Ferrol and Pontevedra-
Vigo. Actually, the per capita income in these areas is close to national average thanks to the
substantial industrial industry, fishing activities and an increasing flow of tourist.

On the other hand, inland Galicia (provinces of Lugo and Ourense) is being depopulated,
specially in rural areas. Inland, Galicia is predominantly agricultural, its farm-holdings small and
specialized in dairy and beef cattle. They are too small and too poorly equipped to be competitive
and to generate the work and the wealth needed to employ the population. Other handicap of
inland Galicia is the wide dispersal of population that live, moreover, in really small
municipalities, which represents an obstacle for communications and rational production in most
inland areas of Galicia and add important cost of efforts to improved infrastructure and facilities.

Selected economic indicators
GDP:

An analysis of the the tendency over recent years reveals that Galicia, like Spain, is in a process
of convergence with the rest of Europe.

In the last decade, the mean cumulative interannual growth rate of the GDP stood at 3.6%, a rate
of growth above that of the European average.

EU data for 27 countries. Source IGE. Eurostat.
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GENERAL INDEX OF CONSUMER PRICE
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Figure 9: Harmonised index of consumer
prices —July 2005
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Bourze: Observatory of Galician Econormy

SPAIN EU
128 117,8

HARMONISED INDEX OF CONSUMER
PRICES (BASE 1996) JULY 2005
Source: Eurostat and INE.

Index of Consumer Price and Inflation:

Figure 10: Index of Consumer price and annual change

PERIOD GALICIAN ICP GALICIAN STRUCTURAL INFLATION®
INDEX % CHANGE FROM INDEX % CHANGE FROM
PREVIOUS YEAR PREVIOUS YEAR
1999 94,4 25 95,4 2,6
2000 97,5 3,3 97,8 2,6
2001 100,9 3,4 101,1 33
2002 103,8 3,8 104,1 4,1
2003 107,0 3,1 107,1 2,9
2004 110,2 3,0 109,9 2,6

Figure 11: General index of Consumer price

We can see a similar tendency in Galician and Spanish General Index of Consumer Price.
Taking into consideration that Spanish ICP is higher than European one, and remembering that
since the Monetary Union we have the same currency, we can infer that Galicia has problems of
competitiveness in relation to Europe due to its price levels.

3 July 2005 INE, EU index is calculated including the 25 countries the European Union consists of.
* Index of Consumer Price without non-elaborated food and energetic products.
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Electricity and gas prices- industrial users:

Figure 12: electricity prices for an industrial consumer (small consumers)

Electriciy prices for an industrial consumer
Power 30kW, 1000 hours used
Sweden | ; ; 14,63 @ Sweden
United | | | —16.28 @ United Kingdom
DFlnIand | ‘ ‘ ‘ I.Z’T @ Finland
enmar ]
Norway | ‘ ‘ ‘ 17,18 O Denmark
France : : : : : 18,28 O Norway
Austria | ‘ ‘ ‘ — 8.9 I France
Greege . [ [ [ [ 150 O Austria
Spain ‘ ‘ ‘ ‘ 19,61
German | ‘ ‘ ‘ ‘ —10,77 O Greece
ltaly | ‘ ‘ ‘ ‘ ‘ 110,86 O Spain
Portuga 111,31
. [ [ [ [ [ O Germany
e e e e e e T Y
. [ [ [ [ [ [ .
Ireland } } } { { { 113 O Portugal
0 2 4 6 8 10 12 14 @ Belgium
O Luxembourg
cent€/kWh
O Ireland

Figure 13: electricity prices for an industrial consumer (medium consumers)

Electricity prices for an industrial consumer
Power 100kW, 1600 hours used @ Sweden
Sweden : 94,35 .
Finland | : : 16,35 @ Finland
Denmark | : : 16,49 O Denmark
United K Sgain | : ‘ '6,:3 O Spain
nited Kingdom | 16, ) )
Norway | : : 1717 @ United Kingdom
France | ‘ ‘ 17,59 @ Norway
Austria | ‘ : 17,6 @ France
Greece | : ‘ —8,33 Austri
Portugal | : ‘ 18,39 O Austria
taly | ‘ ‘ ‘ 19,4 O Greece
Germany | \ \ \ 19,46 @ Portugal
Luxembourg | : : : 19,81
Belgium | : ‘ ‘ 110,78 | O ltaly
Ireland ‘ ‘ ‘ 111,17 | @ Germany
0 2 4 6 8 10 12 |@ Luxembourg
cent€/kWh 0 Belgium
O Ireland

Source: Spanish Energy Commission
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EUROPEAN COMPARISON OF ELECTRIC PRICES
Figure 14: European comparison of
average electric prices in 2004
=li=Belgium Finland France == Germany
=8=Greece == |reland —|taly Luxembourg
Norway Portugal Spain United Kingdom
140 - +34%
130 A Norway

120 |

110 - \1>

100 - —m————

90 - e o g

. —_— = : 4:7—4

70 \/__\;/

60 - -41% UK

50

1995=100

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Source: Spanish Energy Commission from
International Energy Commission.

Based on previous graphic and
tables, we can infer that Galicia and Spain
are one of the cheapest regions in relation
to electricity supply. So, if their enterprises
are not competitive, the reasons can’t be
found here.

O Countries with prices
overB centSkyih

B Countries with prices
betweend Sand B
cent&kith

B Countries with prices
helow 4 AcentEkih
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Figure 15: Natural gas prices European ranking in 2003- Small Industrial Consumer

Natural gas prices European ranking. Taxes excluded. 2003
Small Industrial Consummer-l1 (0, 1163 GWh, no modulation)
United Kingdom : 11,8
Luxembourg | ‘ 12,4
Sweden | : : —2,7
Denmark | ‘ ‘ ‘ 12,8
Belgium | ‘ ‘ ‘ 12,8
Ireland 12,8
Austria | ‘ ‘ ‘ 12,8
France | ‘ ‘ ‘ 12,9
Spain | : : : 12,9
Germany | ‘ ‘ ‘ ‘ 13,4
Portugal ‘ } ‘ } } } } 13,7
0 0,5 1 1,5 2 2,5 3 3,5 4
Cent€/kWh

Figure 16: Natural gas prices European ranking- Medium sized Industrial Consumer

Natural gas prices European ranking. Taxes excluded. 2003.Medium sized
industrial consumer- 14-2 (116,3 GWh, modulation 330 days, 8000 hours)

United Kingdom 11,2
Spain 1
Belgium ]
Denmark |
Finland |
France |

ltaly 1

Austria |
Ireland |
Portugal |
Luxembourg |
Sweden |
Germany |

11,9
11,9
12
12

12,1
12,1
12,2

12,4

[
[
[
\
\
\
\
\
\
\
\
\
\
1

Cent€/kWh

As for natural gas, figures 15 and 16 show how Spain would be placed differently
depending on the size of the industrial consumer: with really competitive prices if we refer to
medium-sized consumers and within the more expensive countries as far as small consumers is
concerned.
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Labour costs:
Figure 17: Annual costs per worker (euros)
EUROS GROSS COST NET COST
TOTAL INDUSTRY = CONSTRUCTION  SERVICES TOTAL INDUSTRY = CONSTRUCTION  SERVICES
SECTORS SECTORS

GALICIA | 20435 22712 18.999 19.794 | 20.252 @ 22.483 18.890 19.612
2002

GALICIA = 23.898  26.933 23.135 23.021 | 23.598  26.582 22.847 22.736
2007

Source: INE.

Average price of new housing:

Figure 18: Average price of the m? of new housing at province capitals and town councils
of 100.000 inhabitants or over

AVERAGE PRICE OF NEW HOUSING M? (€/M? 2002)

GALICIA A CORUNA SANTIAGO VIGO OURENSE PONTEVEDRA LUGO

800.08 1145.17 1143.17 1104,97 987,9 872,98 678,46

Source: Ministry of Public Works.
The table illustrates the great differences in new housing prices, standing out the largest
cities because how high-priced they are.

External Trade and Foreign Investment

The last 17 years have seen a steady increase in Galician exports with an average year-on-year
increase of 11.6%, 3 points higher than Spain as a whole. In 2007 the value of exports reached
15,999.59 million euros, with imports of 16,575.56 million euros.

Year Galicia Spain
1990 70.13 63.28
1991 64.88 62.81
1992 65.32 65.23
1993 84.79 76.47
1994 82.19 79.20
1995 87.93 80.38
1996 91.47 83.05
1997 90.97 85.34
1998 85.24 81.27
1999 91.08 75.34
2000 93.29 73.27
2001 98.91 74.94
2002 104.29 75.71
2003 97.40 74.86
2004 95.52 70.71
2005 88.81 66.37
- OO 10
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2006 93.43 64.88
2007 96.53 64.71

The Galician share of the Spanish export market has risen steadily over recent years, from
4.75% in 1990 to 8.82% in 2007, representing a higher rate than that of the corresponding
imports.

The share for Galician foreign trade rose in 2007 to 96.53%, higher than the rate for Spain as a
whole by 31.81 %.

YEAR | Galicia Spain Galicia Spain Galicia | Spain

1990 | 1,608.63 | 33,841.71 | 4.75 | 2,293.73 | 53,482.28  4.29% | 70.13 63.28
1995 | 2,383.16 | 68,152.46  4.96 | 3,847.75 | 84,782.97 | 4.54% | 87.93 80.38
2000 | 8,298.58 124,177.34| 6.68 | 8,895.69 169,468.19| 5.25% | 93.29 73.27
2005 |12,066.66 /153,558.99| 7.86 |13,586.75/231,371.57| 5.87% | 88.81 66.37

2007 |15,999.59 181,478.55| 8.82 |16,575.56 /280,430.56| 5.91% | 96.53 64.71
Source: Galician Institute for Promotion and Development

Population distribution: Galician population is an aged one. That fact is the
consequence mainly of a high life expectancy -80,3 years- along with a low birth and
fecundity rate- 7,1%o and 0,9-.

Figure 21: Distribution of Galician population in 2002

AGE 2002

0-14 162.927

15-64 915.149

MEN 65 over 238.645
Total 1.316.721

0-14 154.140

15-64 848.085

WOMEN 65 over 341.013
Total 1.420.649

TOTAL BOTH SEXES 2.737.370

Source: Spanish National Statistics Institute.

Figure 22: Galicia’s population structure 2002

We have
drawn the data
relative to 2002 in
order to make the ac oYYornen
comparisons of 50-54 m en
most of data in this %S‘%E
report easier, taking B0
also into E0-64
consideration the ESZEE
really slight pEH I
differences 35-39
between -3 o
populations in 20-24 [
2002 and currently ]Sjﬁ
population. EIS-DDE
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Population change:

Galician population has gone through almost no changes in last years, going from
2.583.674 in 1950 to the currently 2.783.100 on 1% of January 2008. This fact has leaded our
community to loose share in Spanish population amounting in 2002 the 6,5%°. The natural
increase by 1000 inhabitants rate confirms the almost inexistent change in population levels,
with a value in 2008 of -3,35.

Labour market:
Population over 16, active population, employed population, unemployed population
and active population, employment and unemployment rates

Figure 23: Different data of Labour market

ACTIVE ACTIVE

POPULATIO EMPLOYEE = UNEMPLOYEE EMPLOYME | UNEMPLOYMENT
PERIOD N>16 POPULATIO S s POPULATIO NT RATE RATE

N N RATE
THOUSANDS OF PEOPLE PERCENTAGE

1999 2303,6 1158,6 971,1 187,5 50,3 42,2 16,2
2000 2318,5 1188,6 1011,9 176,8 51,3 43,6 14,9
2001 2331,7 1158,6 1031,0 127,6 49,7 44,2 11,0
2002 23379 1178,6 1035,3 143,4 50,4 44,3 12,2
2003 2348,3 1125,2 1069,4 155,8 52,2 45,5 12,7
2004 2357,4 1254,2 1083,6 170,6 53,2 46,0 13,6

Source: Observatory of Galician Economy.

Figure 23 reflects the good behaviour of labour market until 2001, which appear to be
going through a downturn since that year. In any case, unemployment rate is above Spanish
and European average.

Figure 24: Evolution of total and female unemployment

Evolution of unemployment in Galicia

—e—Female
unemployment rate

—=— Total unemployment
rate

0 \ \ \ \ ‘ Source:ow n elaboration
1999 2000 2001 2002 2003 2004 from IGE data

Female unemployment is much higher than male one: as a result, setting their own
enterprise is an interesting solution for women. The graphic shows its evolution, parallel to
general economic situation in Spain and in the world.

Total population employed as of 4th quarter 2007: 1,196,100

> See figure 7.
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WORKING POPULATION 2007

= Agriculture
and fishing

| Industry

Construction

Services

Source: Galician Institute of Statistics.

The mean annual unemployment rate as of 2007 was 7.65%.The highest rate of unemployment
is among young people, the population group with the highest level of education. The availability
of labour is obvious and is being reinforced by the immigration of descendants of Galician
emigrants from Latin America and Europe.

Labour costs

Figure 25 points out that Galicia’s labour costs per employee are much below Spanish
ones (86% of Spanish costs) and below main European economies.

International comparison labour costs for year
2003

Galicia |

Spain

[taly |

Ireland |

France |

Lnited Kingdom |

Germany |

] 50 100 150 200 250

Education

According to the Spanish Statistics Institute, in 2002 there were 64.827 illiterate people
and 402.195 with high studies from the population of 16 or over years old.

Research and development
The R&D expenditure by public and private sector as a percentage of GDP comes to
0,70% in 2003 and 1% in 2007. Meanwhile, that figure stands at 1.10% for the overall Spain.

e Use of ICT by enterprises (%)

Figure 26 Use of ICT by interprises

COMPUTER LAN WIRELESS INTRANET INTERNET EXTRANET EMAIL WEB
LAN
GALICIA 93,54 42,91 4,74 27,44 76,97 13,19 75,25 39,63

Source: INE.2003
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e Percentage of enterprises which use the Internet for interacting with public
authorities

Figure 27 Percentage of enterprises which use the Internet for interacting with public
authorities

2003 TOTAL CONSTRUCTION SERVICES
% OF ENTERPRISES WHICH USE THE
INTERNET FOR INTERACTION WITH 55,17 55,45 54,85
PUBLIC AUTHORITIES

FOR OBTAINING INFORMATION 53,08 53,51 52,57
FOR OBTAINING FORMS, ETC. 49,47 51,05 47,57
FOR SENDING BACK FILLED FORMS 33,15 30,5 36,33
FOR A ENTIRE ELECTRONIC PROCESS 24,62 22,41 27,26

Source: INE

The table shows the share from the total of enterprises with internet connection.

S,

M 5an Cibrio
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Figure 28 GALICIA

.
Ferrol ,+*

TRANSPORT St L Bilbao

INFRAESTRUCTURE
Madrid

Covas
]
Road Network z drid =g
High Speed Rail Network poor*" ] Tui - | oy
Ports "l

Airports =t

Source: IGAPE

Figure 29 Passengers and goods transport at airports
AIR TRANSPORT OF PASSENGERS-2002 (passengers) AIR TRANSPORT OF GOODSs-2002 (ton)

2.511.897 7.298

_Figure 30Passengers and goods transport at ports
TRANSPORT OF GOODS- 2002 (miles of ton) TRANSPORT OF PASSENGERS-(passengers)
28240 644.916
Source: Galician Institute of Statistics from Estate Ports.

Figure 31 Kilometres of roadway

ONE DOUBLE FREE TOLL

PROVINCE TOTAL Km PAVEMENT PAVEMENT = MOTORWAY MOTORWAY
GALICIA 17.293 16.474 84 413 322
A Corufia 4212 3.896 52 75 189
Lugo 6.298 6.182 2 114 0
Ourense 3.316 3.163 7 146 0
Pontevedra 3.467 3.233 23 78 133
Source: Ministry of Promotion. 2006
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Unlike the rest of Spain, the ratio of toll motorway relative to free motorway is
substantially high (43.80%), being an added cost for transport of goods in the community.

e GVA

Figures 32 Gross Value Added by sector

GVA distribution for Galicia 1995

@ Senvices

1008% 0% 5.78%

@ Industrial goods
O Construction

0O Agriculture, Forest
60,34 g 4

15,30% and Fishing
® Energy production

Source: IGE

GVA distribution for Galicia 2003

O Services

B Industrial goods

O Construction

O Agriculture, Forestry
and Fishing

17,90% | Energy production

Source: IGE

The graphics shows how primary sector has been reducing its contribution to Galician
GDP in recent years. In spite of this, it is still above the Spanish average. If we take into account
the evolution of occupied population, we can see that there are great differences in the
contribution of primary sector with a less drop. It suggests a decrease also in the productivity in
the mentioned sector, which has been a chronic problem of Galician agriculture.

As for construction sector, it appears to be in stagnation situation with little changes both
in relation to occupied population and contribution to GVA.

Finally, the services sector is leading the change, with the highest raise in occupied
population shortening the gap with Spanish share, despite of being still below and far from it.
A comparison of the distribution by sectors of GVA in Galicia between the years 1995 and 2007
highlights the positive growth in the participation of the services and construction sectors, with
an increase of 1.6 and 4.02 points respectively.
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Figure 33: Occupied by sector

Occupied by economic sector
700
600 -
500 —e—Primary
400 —a— Industry )
300 Construction Source: own elaboration from IGE data
e D
100 - -
0 T T T T T
1999 2000 2001 2002 2003 2004 Source: Ige

2005 2006 2007
Galicia Galicia Galicia
Agriculture and fishing 1209 110,9 103,1

Industry andConstruction | 342,4 352,9 364,6

Services 666,7 700,5 725,7 Source: own elaboration from IGE data
Source: IGE
Figure 34: Comparison of occupied population by economic sector —Galicia, Spain
Ocupied population by economic sector (annual means) |
%
2002 2003
Galicia Spain Galicia Spain
Agriculture and fishing 12,88 5,91 12,37 5,64
Industry 20,34 19,40 19,41 18,71
Construction 12,44 11,77 11,71 11,89
Services 54,34 62,92 56,51 63,76
Source: IPA. INE
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Comparing the distribution of GVP by sector between 1995 and 2003 and the evolution of
occupied population by sectors we can see the tertiarition process or Galician economy.
However the share of primary sector in Galicia economy is still over Spain average. Moreover,
the low productivity of Galicia agriculture is noticed if we compare the share of primary sector in
the occupied population with its lower share in Galicia GVA.

Main economic sectors

After searching for information about key sectors among public authorities® some
differences between the considerations. After crossing information we can highlight as the
strategic sectors in Galicia: food and agriculture, fishing and aquaculture, quarrying of non
metallic minerals, energy, forestry and timber, textile and fashion, automobiles and components,
shipbuilding, tourism. Brief data are shown in the following table. The strategic sectors in Galicia
haven’t changed dramatically since 2002, so data from 2006 is very similar to 2002.

Figure 35: strategic sectors in Galicia

2002 DATA Gross value  Number of  Average Producti
added persons wage vity
employed and
salary
FOOD AND 974583 103351 15485 9963
AGRICULTURE
FISHING AND 674015 34080 14621 22018
AQUACULTURE
QUARRYING OF = 217915 6335 16090 34950
NON METALLIC
MINERALS
ENERGY 899538 2664 33341 -
FORESTRY AND = 266981 6794 7909 39279
TIMBER
TEXTILE AND 82711 3609 12339 23591
FASHION
AUTOMOBILES = 1969768 42352 14873 37391
AND
COMPONENTS
SHIPBUILDING | - - - -
TOURISM AND 50648
LEISURE

Source: own elaboration from Economic Accounts Base 1995-2002 INE
1. Food and agriculture

This sector accounts for the 2.7% of Galician GDP, employing 117.000 people. Its
production value stands at 1.813.571 euros (2002), amounting almost a 5% of total Spanish
agriculture production. In spite of its considerable importance in the region’s economy, it is
essentially oriented towards subsistence farming. Among the various types of farming found,
stock-raising is the greatest contributor to the region’s income (63.6%), principally beef cattle
and poultry farming. Galicia is, in fact, Spain’s leading producer of milk and eggs.

2. Fishing and aquaculture
The fishing sector (fishing, shellfishing and aquaculture) is still one of the main ones in
Galicia economy. In 2002 its turnover stood at 922.14 thousands of euros, according to the IGE.
However, its importance comes not only by its direct turnover but also because of the influence

® Galician Institute for Economic Promotion, Galician Ministry of Economy, Commission of European
Communities, Galician Observatory of Economy, Social and Economic Council.
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it has on other economic sectors, as a study by the University of Santiago de Compostela
proved in 1999 that it influenced 54 out of 74 economic sectors in the Community”.

Galician fishing fleet consists of 5.600 fishing ships and 1.000 of aquaculture ships.
Among the ports, Vigo stands out as 20% of captures is unloaded in it.

The inshore fishing fleet has great social importance in some areas. The main one is
the craft fishing fleet with more than 4.900 ships with a capacity of less than 2 ton. and a length
below 6 metres. They are focused on octopus, cockle, spider crab, etc.

The enclosure fishing fleet is the second more important within the inshore one with
more than 1.500 seamen sailing in 246 ships. They work in Cantabric fishing-grounds from
Portugal to Francia’s sea as well as Irish.

The deep-sea fishing fleet employs nearly 7.000 seamen.

On the other hand, shellfishing by foot is still a residual non professional activity. Public
institutions are promoting that its 5.500 workers (95% are women) have their incomes risen,
and, at the same time, they trust on the professionalization and the semi-growing to increase its
productivity.

As far as aquaculture is concerned, the FAO has highlighted the potential for growing of
the sector foreseen that by 2030 half of the total fish consumed will come from aquaculture.
Galician sea has great conditions for aquaculture due to phytoplankton in plenty, its temperature
and its water salubriousness. In 2003 the production of the sector reached an estimated
production over 258.000 ton. Its star product is mussel whose sales were above 126.011.590
euros.

Fish canning is essential for Galicia economy as it demands a great volume of fishing
production and, on the other hand, it also demands high added value goods as machinery or
control laboratories. Located mainly in A Corufa and Pontevedra, it employs more than 8.000
persons indirect employments are more.

Finally, freeze industry gave employment to 8.600 persons in 2003 and turned over
3.500 millions of euros, being especially important in Vigo coast area.

The sector is currently going through a crisis caused partly for the risen in petrol prices
and partly due to structural reasons related to it loss of competitiveness.

3. Quarrying of non metallic minerals

The quarrying and processing of non-metallic minerals such as granite, slate and quartz
makes a significant contribution to the Galician economy. From the total production around 53%
is exported.

Within granite industry about 80% of enterprises are devoted to quarrying and
transformation and the rest are auxiliary industries.

Whilst, enterprises in slate sector are devoted to exploitation and transformation, and
commercialization, exporting the 67% of their production.

4. Energy
Hydroelectric plants, thermal power stations and wind-farms have helped provide
Galicia with an energy surplus in this sector. The community accounts for about the 10% of the
national total of primary energy. Embryonic ecological initiative have particularly boosted growth
standing out wind power as the most potential of grow.
Some brief characteristics of the sector are:
e The 65% of available energy for consumption was destined to domestic use
and the rest to export to other communities.
e Electric energy represents the 12% of Spanish total, the 24% of which is
produced in establishments that use renewable energy.
e Galicia exports the 38% of electricity and the 33% of petrol products to other
regions and countries.
e As for the electric energy produced with renewable energy in Spain, Galicia
contribution stands at 23.6% (mainly with wind power).

5. Forestry and timber
The excellent natural conditions of Galicia enable timber yields up to 10 times higher
than that of other European timber exporting countries. This sector is extremely competitive in

“ Input-output table. Galician canning industry.”
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international markets and benefits__from the prO)_(imity of its prime material and from
technological backup. The main products are cellulose, paper, chipboard and sawdust.

6. Textile and fashion
Textile industry in Galicia is turning out to be one of the most dynamic ones in recent
years. In spite of its capacity of influencing other economic sectors being limited, other factors
justify its importance:
- Export and international projection capacity, which has contributed to
improve Galicia image abroad.
- It success cooperates as well in communicating an image of that Galician
projects can become successes.
- Its capacity of employment creation, particularly in rural areas, and
especially because of one main company (Inditex).

7. Automobiles and components.

It's mainly concentrated around Vigo and its area, around the enterprise Citréen S.A.
and around all the auxiliary automobile industry. It is a key industry because it influence many
auxiliary industries, creating not only direct employment but a significant amount of indirect
employment; it importance also lays on its sales out of Galicia.

8. Tourism and leisure

Tourism is a sector with high potential given the tendency in tourist markets of
addressing to certain objectives of quality, natural resources, alternative tourism, and runaway
of overcrowded-tourist areas...

In this context tourism represents for Galicia an opportunity of becoming a
complementary activity to traditional ones, especially in rural areas. Actually, “rural tourism” is
growing quickly, supported and boosted by public institutions. This phenomenon of turning
former agriculture exploitations into tourist establishments explains also part of the decline of
agriculture in Galicia economy.

9. Shipbuilding
The Galician shipbuilding industry, historically essential in the economic backbone of
the region, is going through a critical crisis, due to high Asiatic competition. A large number of
employment was destroyed in recent years, and public institutions are trying to reconvert the
industrial activity of shipyards in order to reduce costs and trying to focus production to higher
value added activities. Izar shipyards —the main ones-, located in Ferrol, are focused nowadays
to military shipbuilding.
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Figure 37: Distribution of industry activities in Galicia
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1.1. Distribution by sector, size and legal condition

Figure 38: Galician Business Structure

DIRCE VARIATIONS FROM PREVIOUS GALICIA % OF ENTERPRISES RELATIVE TO

DATA YEAR SHARE POPULATION

Akes Absolutes Relatives FROMSPAIN ™Total P. | Active P. Occupie

dP.
ENTERPRISES BY SECTOR
ToTAL 180.959 6.876 3,95 6,15 6,58 13,86 15,84
Industry 14.971 -39 -0,26 6,04 0,54 1,15 1,31
Construction 25.343 1.386 5,79 6,48 0,92 1,94 2,22
Trade 54.908 1.122 2,09 6,65 2,00 4,21 4,81
Other services 85.737 4.407 5,42 5,80 3,12 6,57 7,51
BY SIZE
Without employees 89.431 1.709 1,95 5,96 3,25 6,85 7,83
From 1 to 9 employees 82.266 4.843 6,26 6,50 2,99 6,30 7,20
TOTAL MICROENT. (0-9 EMPLOYEES) 171.679 6.552 3,97 6,21 6,24 13,15 15,03
Small enterprises (9-49 8.133 308 3,94 5,37 0,30 0,62 0,71
employees)
Medium ent.(49-249 employees) 981 16 1,66 4,57 0,04 0,08 0,09
ToTAL SMES (0-249 EMPLOYEES) 180.811 6.876 3,95 6,15 6,57 13,85 15,83
Large ent. (over 259 employees) 148 0 0,00 3,82 0,01 0,01 0,01
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BY LEGAL CONDITION. TOTAL
Individual Enterprise 114.050 2.229 1,99 6,56 4,15 8,74 9,99
Private Limited Company 4.065 -5 -0,12 3,32 0,15 0,31 0,36
Limited Liability Company 49.062 3.459 7.59 5,84 1.78 3.76 4.30
Comunidad de bienes 4.842 468 10,70 5,46 0,18 0,37 0,42
General partnership (soc. 1.004 -42 -4,02 3,93 0,04 0,08 0,09
Cooperativa)
BY LEGAL CONDITION (WITHOUT
EMPLOYEES)
Individual Enterprise 73.296 106 0.14 6.19 2.66 5.61 6.42
Private Limited Company 757 21 2,85 2,99 0,03 0,06 0,07
Limited Liability Company 9.627 1.024 11,90 4,96 0,35 0,74 0,84
Comunidad de bienes 2.138 169 8,589 5,75 0,08 0,16 0,19
General partnership (soc. 255 -20 -7,27 4,34 0,01 0,02 0,02
Cooperativa)
BY LEGAL CONDITION ( 1-9
EMPLOYEES)
Individual Enterprise 40.193 2.096 5,50 7,37 1,46 3,08 3,52
Private Limited Company 1.457 -48 -3,19 2,93 0,05 0,11 0,13
Limited Liability Company 33.382 2.146 6,87 6,15 1,21 2,56 2,92
Comunidad de bienes 2.623 295 12,67 5,26 0,10 0,20 0,23
General partnership (soc. 562 -15 -2,60 3,67 0,02 0,04 0,05
Cooperativa)

Source: DIRCE®- General-directorate for SME policy

In the table we can observe that the number of enterprises grew during the 2003 in
3.595%, reaching 180.959 enterprises on the 1° of January 2004, which represents the 6.15 %
of total number of enterprises in Spain. The total number for 2007 is 200.020 enterprises, the
5,98% of total number of enterprises in Spain, although the number of enterprises in Galicia
raised, compared to the total number of enterprises in Spain, the percentage is lower than the
2004. This is because the level of enterprises in spain grown at a more fast pace than the 2004.

As far as its distribution by economic sector is concerned, 77.72% of enterprises
belong to services sector (trade and other services), while 8.27% are devoted to industry and
the 14% to construction. These shares are according to Spanish ones. However, its
construction the more dynamic sector, with a growth of 5.79% relative to previous year.

On the one hand, in relation to their size, 180.811 of the 180.959 are SMEs which
means a 99.91%. Moreover, it can be checked that the vast majority of Galician enterprises are
microenterprises (94.87%), and 89.431 of them do not have employees. During 2003, it was the
group of enterprises with 1 to 9 employees that rose the most (70.43% of the total of new
enterprises).

Nevertheless, there are a handful of very large firms (Citréen Hispania, Inditex,
Pescanova,...)with great influence on the region’s industry.

8 . A . . - S -

The DIRCE covers all the economic activities but agricultural and fishing productrion, administrative services of
central, autonomous and local government (included Social Security), activities by owners of properties associations
and domestic service.
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Porcentual distribution of enterprises by production sector 2004
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Figure 40: porcentual distribution of enterprises by production sector 2004

1.2. Brief description of the Galician most dynamic enterprises
Figure 41: Competitiveness of Galician enterprises 2004

Competitiveness of Galician enterprises 2002
WEALTH- HiGH
GACELA HIGH YIELD
CREATORS PRODUCTIVITY
ENTERPRISES(1) ENTERPRISES (2)
ENTERPRISES (3) | ENTERPRISES (4)
(%l/total) (%/total) (%l/total) (%/total)
Construction 149 30,9 41 16,8 13 15,9 49 28,3
Manufacture 100 20,7 63 25,8 33 40,2 30 17,3
Wholesale 85 17,6 27 11,1 11 13,4 41 23,7
Services 60 12,4 70 28,7 6 7,3 15 8,7
Transport,
communication
41 8,5 18 7.4 8 9,8 11 6,4
and public
services
Retail trade 29 6,0 15 6,1 8 9,8 22 12,7
Agriculture,
forestry, stock-
12 2,5 7 29 1 1,2 3 1,7
raising and
fishing
Mining 6 1,2 3 1,2 2 24 2 1,2
TOTAL 482 100 244 100 82 100 173 100

(1) Those whose turnover increases steadily for, at least, 3 years consecutively, at an annual rate of 25%
or over.

(2) Those whose average economic yield within a 3 years period stands at 25%, not having had a yield
below 15% in either of those years.
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(3) Those whose gross value added in 2000 was over 150.000 euros and has risen at a rate of, at least,
10% within the following 2 years.

(4) Those whose gross value added per employee was within the 25% of best enterprises of the sector
and has been place in the 10% top during the 2 following years-

Source: ARDAN.

The table provides us with a flash of the most dynamic enterprises in Galicia by sectors. These
data have been extracted from ARDAN database which is limited to enterprises whose company address
is set in Galicia (which implies that some big enterprises are not counted on the database), enterprises
that had a turnover above 300.000 in 2002, are registered in the Trade Register and whose data are
available for a period of 3 years consecutively — the database consists of a total of 11.379 enterprises.

As for gacela enterprises, we should add that their average growth rate was 59.7% within the
period 2000-02. These enterprises are concentrated in construction, wholesale trade and manufacture,
which accounts for the 69.2%.

Along with gacela enterprises there are 244 of high yield enterprises that are concentrated
between services and manufacture sectors (54.5% of the total).

As far as wealth-creator enterprises, we must start pointing out that they must verify three
requirements: create positive value for their shareholders in 2000-02 period; their GVA in 2000 must
exceed 150.000 euros, and, finally, the growth rate of their GVA must be, at least, 10%. According to
ARDAN there are only 82 enterprises that fulfil these requirements, located mainly in manufacture sector.

Finally, there are 173 highly productive enterprises, placed mainly in construction and
wholesale distribution (51.2% of total). The ranking for the 2007 data is the same as for 2004 and 2002.

1.3. New entrepreneur profile

e EDUCATIONAL LEVEL: According to the Spanish Chamber of Commerce, the new Spanish
entrepreneur’s profile responds to a man (66%) aged between 25-35 (50%), with secondary or
university studies (73%). Moreover, most of them have knowledge of computer science and foreign
languages (English in the 85% of cases and French, 15%).

e NEED OF INFORMATION: On the other hand, 87% of them ask for information before creating their own
enterprise, through advisors, public authorities of chambers of commerce. According to the
European Commission, Spanish Entrepreneur gives more importance to public institutions that
supports business than the rest of European entrepreneurs.

e  REASONS FOR CREATING A NEW ENTERPRISE: most of entrepreneurs set their own enterprise since they
are eager to work on theirselves (42%), then, because they want their patrimony to increase
(18.7%) and, finally the 13,9% start their own enterprise to sort out an unemployment situation.

e  MANAGEMENT EXPERIENCE: The studied of the Council of Chambers of Commerce showed that in
1998, at least one of the founders of the new enterprises created in Spain had management
experience. This percentage is reduced to 30% when it refers to experience in creating an
enterprise.

Sources of information:

e Spanish Statistics Institute (INE): www.ine.es

¢ Galician Statistics Institute (IGE): www.xunta.es/auto/ige/datos
Eurostat: http//europa.eu.int/comm/eurostat/
Galician Institute for Promotion and Development (IGAPE): http://investingalicia.igape.es/ingles/
ARDAN: www.ardan.es
Economic and Social Council: www.ces.es
http://www.xunta.es/galicia2002/
http://europa.eu.int/spain/publicaciones/ccaa/1999/pdf/galicia.pdf
www.galicia2010.org
Galician ministry of Economy and Finance
Ministry of Economy and Finance
Ministry of Public Works
Social and Economic Galician Council: www.ces.es
Spanish Central Bank.

® Translated from “La Empresa en Espafia”, Superior Council of Chamber of Commerce.
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3.2 North Aegean

The region consists of 9 islands of various sizes: small, big and also medium ones. The
islands which belong to the North Aegean Region are extended to the northeastern part of
Aegean Archipelagos. Most of them are located along the coasts of Minor Asia and they are the
eastern border of E.U. and Turkey. The basis of North Aegean Region is Mytilene. Lesvos,
Lemnos, Chios, Samos and Ikaria, compared to the rest of the Aegean islands, are considered
the bigger ones. Their size and population density make Lesvos and Chios, two of the 21 most
important islands of Europe. These five big islands, together with four smaller ones - Fournoi,
Psara, Inousses, Agios Efstratios — compose an area without a specific geographical
consistency, which officially, is divided to three prefectures.

Administrative Structure of the Region

» The Prefecture of Lesvos is 2.154 Km?, including: Lesvos, Lemnos and Agios Efstratios,
seventeen (17) Municipalities and one Community, in four Provinces.

» The Prefecture of Chios is 904 Km?, including: Chios, Psara and Inousses and ten (10)
Municipalities in one Province.

* The Prefecture of Samos is 778 Km?, including: Samos, lkaria and Fournoi and eight (8)
Prefectures in two (2) Provinces.

The percentage of the mountainous extend, occupies about 33,2% of the total extent of the
Region.

Definitory characteristics of the territory

According to the prosperity index, which indicates approximately the living standard of
North Aegean Region population, there are major inequalities between the Region and the
whole Country, and therefore the prosperity level of the region’s population, is lower than the
national one. However, the constant progress of some of these indexes, show that the gap
between the living standard at the Region and that of the Country has minimized.
The region’s GDP has increased after 1995, increasing contemporaneously its percentage
participation to the country’s GNP for 0,3%, something that indicates its faster growing rate than
that of the country’s. At the same time, the GDP per head of North Aegean, increases with more
quick rates than the country’s GNP, even if we consider the lower rates that population increase
seems to have at the Region.The progress of GDP in North Aegean Region is attributed mostly
to the prefecture of Lesvos and to the prefecture of Chios, as well. The prefecture of Samos
shows a minor participation to the forming of Region’s GDP, but a greater one, to the forming of
the average GDP per head, of the Region.

1) Table of the Prosperity Indexes of the Region

Definitory Year North Agean | Average of | Ranking of the
characteristics of the Region Greece Region compared
territory /thous. euros to 13 Regions of
Greece
GNP-gross national | 2005 14,5 20,6 11
product
Savings account per | 2005 11,4 12,2 2
resident
Declared income per | 2005 11,6 13,7 10
taxpayer
Tax per taxpayer 2005 0,79 1,22 9
Natural increase at | 2005 -3,5 0,2 13
population rates/ 1000
residents
24
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Source: Prefectures of Greece, 2007

At the table below, you can see the latest available information about the health sector of North
Aegean Region.

2) Table of the Health Indexes in North Aegean Region

o

7

Source : Prefectures of Greece, 20

Selected economic indicators

GDP
The economy of the three prefectures of North Aegean Region, is mainly based on the
sectors of primary production and services, while the touristic sector seems to progress notably
the recent years. Taken for granted are for example problems such us: the shortage of available
natural resources, the decrease and the ageing of the population, the desertification of the
agricultural land, and other problematic issues of the islands.

1) Table of GDP and its participation in the whole GNP of Greece (in million euros, in
current prices)

2,334 2,348 2,481
174,258 | 100 185,225 | 100 198,609 | 100
Source: National Statistics,2007
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2) Table of the GDP of the prefectures of the Region (in millions of euros, in current
prices)

Source: National Statistics,2007

3)Table of the GNP, % GNP of the Country for all production sectors.

(Source: Prefectures of Greece 2005)

The Region produces 1,25% of the Country’s Gross Domestic Product, which is a proportion
that makes N. Aegean Region the last of all the other prefectures of Greece.

4)Table of the GDP per head, for the region (in euros and in current prices)

Source: Prefectures of Greece 2007

5) GDP per head (in million euros) of the Prefectures of the Region, 2000-2005* (in euros,
in current prices

Source: National Statistics* (2005, temporary elements)

Prices and costs

e Harmonised index of consumer prices

Sep. 08/Sep.
07
From: www. mnec.gr (information for the whole Greece)

Harmonised index of consumer prices (1) 4,7

e Index consumer price
Index of consumer Sep. 08/Sep.
prices (1) 07
From www. mnec.gr (information for the whole Greece)

4,6 from mnec.gr
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1) Table of the 20 major exportation destinations of N.Aegean (value in euros)

The 20 most 2003 2004 2005 2006
significant

exporting

destinations of N.

Aegean.

ITALY 25.001.144 12.574.821 26.241.976 30.096.161
FRANCE 14.911.514 12.725.067 18.035.370 20.984.992
UNITED 4.242.055 4.984.615 8.209.001 9.489.422
KINGDOM

SPAIN 12.099.578 7.547.420 14.437.068 14.251.773
PORTUGAL 1.695.568 3.350.536 5.989.112 9.292.466
GERMANY 4.324.551 4.064.211 7.909.421 9.185.002
USA 2.863.271 3.631.183 3.900.194 3.868.114
TURKEY 601.625 929.443 3.213.378 4.574.997
NETHERLANDS 1.737.656 1.887.795 3.739.954 4.857.907
UNITED ARAB | 315.190 583.876 430.852 193.560
EMIRATES

CYPRUS 334.992 1.298.292 1.210.447 1.688.214
EQUIP. OF SHIPS | 129.835 275.030 120.990 141.829
WITH THIRD

COUNTRIES

ROMANIA 440 1.290 0 22.848
BULGARY 70.088 198.813 275.310 450.183
IRELAND 158.742 509.791 1.201.512 1.726.638
S.ARABIA 125.610 118.753 96.000 398.800
ISRAEL 449.465 355.682 261.059 529.926
BELGIUM 273.580 393.295 368.436 371.293
SLOVENY 0 0 434.773 403.026
CANADA 361.680 311.477 389.274 330.917

Source: Exporters Association of Northern Greece 2007

At the above table, you can see the most significant exporting destinations of North Aegean
Region. The first positions, according to their exporting capacity, are taken by ltaly, France,
United Kingdom and Spain. Italy, France and Spain. There is a reduction in exports in 2007,
compared to the former years. A significant reduction is notable for Germany as well, which is
ranked at the 6th position, in regard with its exports in 2007. The years 2003-2006, were very
fruitful for the most exporting destinations of N. Aegean, something which was changed in 2007.
Significant and year to year improvement of the export relations, is notified for USA, United Arab
Emirates, Romania and Bulgary. Furthermore, we can conclude that the major activity of the
export trade stems from the intercommunity trade and specifically, at a proportion of 84% for the
year 2007, while that proportion for the Third Countries is almost 16%.

2) Table of the exporting products of N. Aegean in euros.

2003 2004 2005 2006
Food 60.150.906 45.011.810 86.439.021 100.401.712
Drinks and Tobacco 6.783.398 7.687.439 6.397.581 8.428.548
Non-metalic minerals 11.000 345 1.453 1.400
Chemics and Plastics 1.090.322 2.255.948 1.467.116 1.166.855
Petroleum products 13.550 15.080 76.128 71.829
Wood and Paper 48.377 25.772 59.511 40.744
Textiles and Clothes 352.908 406.190 325.956 481.239
Minerals 20.580 48.624 3.700 35.853
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Machines and Devices 195.204 174.727_ 99.957 55.434
Vehicles 201.650 1.000 20.395 30.266
Others 2.506.407 3.250.466 4.392.982 4.456.395
Total 71.374.302 58.877.401 99.283.800 115.170.275

Source : Exporters’ Association of Northern Greece 2007

At the above table, you can see all the categories of the products that are exported from the
whole North Aegean Region. The dominant part, primacy as far as exports are concerned, is
possessed by Food supplies, with a proportion of 83.82% of the total exports (Fish and
Malacostracans, Fat and Olive, Dairy-farming and various Concoctions). At the second
exporting position, you will find drinks and tobacco at a proportion of 5.7%, while in especially
low proportions follow the Chemic and Plastic products and the Petroleum products as well. The
last category, is the only one that shows improvement in the last five years. All the other
categories apart from Textiles, Clothing and Vehicles present a decline in 2007.

3) Table of the exports of every Region, as a proportion of GDP, for every region.

Ranking of the Prefectures 2003 2004 2005

8. N.Aegean 2.70% 2.51% 4.00%

Source: Exporters’ Association of Northern Greece 2007

4) Table of the export indexes. /GDP for the year 2003

Ranking of the Prefectures 2003 2004 2005

2. N.Aegean 100,0% 92,7% 148,0%

Source: Exporters’ Association of Northern Greece 2007

5) Table of Exports annual percentage change

Prefectures 03/04% 04/05% 05/06% 06/07%

N.Aegean -17,5% 68,6% 16,0% -4,1%

Source : Exporters’ Association of Northern Greece 2007

6) Table of the indexes of imports lapping over exports (exports/imports)

Ranking of the | 2003 2004 2005 2006 2007
Prefectures
2. N.Aegean 101.58% 151.46% 151.40% 173.82% 122,39

Source : Exporters’ Association of Northern Greece 2007

At the above tables, you can see the position of North Aegean Region at a national
extend, as far as exports are concerned. It is easy to observe that the proportion of exports in
absolute prices, is very low. N. Aegean Region’s exports constitute the 4,31% of the Region’s
GDP, occupying the 8th position of the similar index, in a 13 region ranking. As an export index,
being a proportion of the GNP for the year 2003, it takes the second place at this ranking.
Contemporaneously, as far as the index of annual percentage change of exports is concerned,
it presents a positive tension of about 17,3%, taking the 4th place of the ranking.

It also occupies an important position in regard with a very crucial index for the
economy, i.e. the index of exports lapping over imports, which is about 122,39%, a percentage
approaching that of West Macedonia, which is the first region of the same ranking. The useful
conclusion of all these, is that N. Aegean Region has a surplus in its trade balance.

Population

e Population distribution
North Aegean Region represents the 1,8%, of the population of whole Greece, being the
smaller, therefore, Region. The census of 1991 and 2001 showed that the population of the
Region increased for about 3,4%, while the whole country’s increase was about 6,9%.
Considering the results of 2001 census, the population of the Region reached the amount of
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total population, while in 1991 that proportion was almost 1,94%.

1) Table- Census Data

ted the 1,88% of the country’s

POPULATION

Number of | 195.004 199.231 206.121

residents

Extent 3.836 3.836 3.836

klm?2

Density of | 50,8 51,9 53,7

Population.

Residents/

kim?

Civil Population 54.733 54.951 88.996

Rural Population 106.142 110.974 117.125

Number of | 69.380 68.872 74.355

households

Number of houses 116.717 128.412 142.203
Source: National Statistics-Census 2001

2) Table - Age ranking of the population %

Age 0-14 15-24 25-39 40-54 55-64 65-79 >80

North  Aegean | 14,64 15,26 20,33 17,73 10,68 16,81 4,56

Region

Total of 15,19 14,28 22,87 19,97 10,98 13,69 3,02

Greece

Source: National Statistics-Census 2001

3) Table — Distribution of the population at the Prefectures

PREFECTURE | LESVOS CHIOS SAMOS

CENSUS 1991 2001 1991 2001 1991 2001

RESIDENTS 105.082 109.118 52.184 53.408 41.965 43.595

Source: National Statistics-Census 2001

e Population change

The population of the Region shows a decreasing rate, since it kept the highest
percentage of population’s natural reduction for the years 1999-2001 and for the year 2002 it
held the second bigger rate. As we can see at the table below,
the percentage of natural decrease of the population, increased in 2003, bringing the North
Aegean Region at the first position, compared to all the other regions of Greece.

1) Table — Natural Decrease of the Population / 1.000 residents

2002 | 2003
NORTH AEGEAN REGION | -3,62 | -4,28
TOTAL OF THE COUNTRY | -0,01 | -0,07

Resource: Prefectures of Greece 2005

2)Table — Distribution of the population at the Prefectures

PREFECTUR | 2002 2003 2004 2005 2006 2007
E
LESVOS 108.08 | 107.859 107.661 107.050 106751 106344

6
CHIOS 52.792 | 52.522 43.129 43.015 52150 52022
SAMOS 43.454 | 43.248 52.379 52.337 42830 42717
TOTAL 204.33 | 203.629 203.169 202.402 201.731 201.083
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Resource: Prefectures of Gree;:e 2607

The urbanization percentage of the Region, increased for about 1,2 percentage units (in
the decade of '90) and reached the levels recorded in 1981 (24,7%), although still remaining at
much lower levels than those of the whole Country and keeping its rural manner.

Urbanization

The urbanization percentage of North Aegean Region in 2001 is 43%, while 71% is the
urbanization percentage of the whole country. The urban centers of the Region have 88.996
residents (43% of the total population of the Region), while the rural population is about 117.125
residents (56% of the total population). The highest percentage of urbanization among the
prefectures of the Region, is indicated at the prefecture of Chios, which is an amount of about
53%.

3) Table - Civil & Rural Population in the Region

REGION LESVOS CHIOS SAMOS
Census 1991 2001 1991 2001 1991 2001 1991 2001
Civil Population 54.951 88.996 24,953 | 45.567 | 29.998 | 28384 - 15.045
Rural Population 110.974 117.125 | 63.509 | 63.551 | 22.186 | 25.024 25.279 28.550

Source: National Statistics-Census 2001

Labour market

e Population over 16, active population, employed population, unemployed
population, and active population, employment and unemployment rates

The labour force of N. Aegean

1)Table of the labour market elements for the year 2004

Total Men Women

Population able to 119.946 61.220 58.726
work (over 16)

Labour force 74.160 47.657 26.503
Employed 67.200 45.921 21.279
Unemployed 6.960 1.736 5.224
Long lasting 3.468 696 2.772
unemployed

Non-Active 45.786 13.563 32.223

Source: National Statistics, Research about the Work force of 2004, 2nd Trimester.
Worked out by P.A.E.P.S.A.

2) Table of the percentage of labor market indexes for the year 2004

Total Men Women
Population at a proper 100% 51,0% 49,0%
age to work
Working force 100% 64,3% 35,7%
Employed 100% 68,3% 31,7%
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100% 24,9% 75,1%
100% 20,1% 79,9%
100% 29,6% 70,4%

Source: National Statistics, Research about the Work force of 2004, 2nd Trimester. Worked out by P.A.E.P.S.A.
According to the above tables, the following indexes for N.Aegean Region are:

1.  Unemployment percentage =9,38 %

2. Index of the employed, according to the financially active population = 56,02%

e Labour costs

Number of employed people, working hours and labor cost at the N.Aegean for the year
2004

9.117 12.109.046 13.116.174 | 133.395.410 €

Source: National statistics

Education

North Aegean Region, has 59 pupils of elementary school for every 1000 residents,
which is a percentage a little higher than the country’s average. (58 pupils/ 1000 residents).
This locates the region at the seventh position of the ranking, between the other 13 regions. In
Lesvos, there are 159 public elementary schools and 1 private one with 100 pupils. As far as
the index of secondary education is concerned, the Region still keeps a low position, which is
the 10th, with a percentage of 60 pupils out of 1000 residents, while the national average is 63
pupils out of 1000 residents.

1) Table of the number of educational institutions and pupils of primary and secondary

education.

159 85 33 41
11.762 6.384 3.040 2.338
1.603 946 387 270
51 27 14 10
6.249 3.272 1.639 1.388
898 453 266 179
56 30 15 11
6.06 3.099 1.714 1.251
921 481 255 185
Source: Regions of Greece, 2007
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University of the Aegean
The University of the Aegean is located at the capital of Lesvos Prefecture, the city of Mytilene,
where the rectorate, the central administrative services of the institution, the central library and
the searching committee are situated. The University of the Aegean for the years 2005-2006
had 8.603 undergraduate and 2.013 postgraduate students. As far as the academic staff is
concerned, the university has 252 people as Teaching and Research Staff and 184 as Adjunct
Instructors (or Instructors on contractual basis; that is, PD 407/80 staff) and Visiting Professors.
That makes a total of 404 employees as administrative staff, who are responsible for the
working of the university units in the five islands.

Centres of Professional Education (C.P.E)
In the North Aegean there are 17 Centres of Professional Education and 1 branch in the island
of Ikaria.

Table of the number of C.P.E of the North Aegean.

ISLAND C.P.E
LESVOS 7
CHIOS 4
LEMNOS 3
SAMOS 3
IKARIA 1 branch
TOTAL 18

Technical Professional Education

In total there are 18 Technical Professional Education in the North Aegean Region:
10 in Lesvos prefecture, 2 of them operate in Lemnos Island

5 in Chios prefecture, 1 of them operates in Inouses Island

3 in Samos prefecture, 1 of them operates in lkaria Island

Institutes of Professional Training (I.P.T)
There are 44 public I.P.T in the North Aegean Region.

Centres for adult education (C.A.E)
In the North Aegean region there are 3 educational structures (one in every capital of its Island)

Research and development

1) Table of Regional allocation for Research and Development cost per sector

Gross Enterprices Public Universities Non-Profitable
domestic Research Organizations
expenditure Units
for R&D
(GDERD)
North 0,99% 0,00% 0,23% 2,01% 0,00%
Aegean

Source: Strategic Plan for Research, Technology and Innovation within the framework of
National Strategic Plan 2007-13

GDERD = Gross domestic expenditure for research and technological Progress
PBED: Private Business Expenditure for R&D
R&D= Research and Development
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2) Table of Regional Expenditure for R & D to the Regional GDP.

Year 2003 Unit: Millions €
GDERD | PBED | Regional | GDERD PBED GDERD PBED /
GDP /GDP /GDP /population (euros
(euros per | per
person) person)
NORTH | 9,66 2.873 0,366% 0 47,34 0
AEGEAN

Source: Strategic Plan for Research, Technology and Innovation within the framework of
National Strategic Plan 2007-13

Passengers and goods transport at airports
Domestic International
Airpo | Departures/ Boar | Land | Commodi | Departures/ Boar | Land | Commod
rts Arrivals ded ed ties* Arrivals ded ed ities
13.85 | 12.62
Ikaria 606 0 0 4.180 0 0 0 | Nodata
Mytile 201.4 | 194.2 77.59 | 76.81
ne 7.107 77 34 | 903.308 1.329 1 5| No data
Samo 110.6 | 105.7 132.2 | 132.8
s 4.919 12 24 | 489.160 2.031 34 83 | No data
115.4 | 107.0 12.62 | 13.21
Chios 4.363 46 56 | 506.549 401 0 0 | Nodata
441.3 | 419.6 | 1.903.19 222.4 | 222.9
16.995 85 34 7 3.761 45 08

Source: Civil Aviation Authority *Commodities in kilos

e Passengers and goods transport at ports

Passengers movement and cargo handling at the main ports of Greece

Charged
Ports Disembarked | Embarked Discharged Merchandises | Merchandices
Mytilene 278.000 271.000 No data
Samos No data No data
Chios 253.000 249.000 No data
531.000 520.000

Source: National Statistics 2007

o Kilometres of roadway

In the road transportation there has been a tremendous improvement of the local network,
mainly as far as the provincial one is concerned, while the national and provincial road network
still needs to be improved, in order to decrease ‘time; and ‘distance’ and ensure the road safety.
The national road network in the islands of North Aegean has a total length of 124,3 km, from
which the 60 km are in Lesvos, the 40,3 km in Chios and the 24 km in Samos. The provincial
road network is about 1.222 km (Lesvos prefecture 544, Chios prefecture 411, and Samos
prefecture 267), while with the interventions of R.O.P, the total length of provincial network
became 1.252 km, while the rural network, extended to a total of 2.600 kilometres, facing quality
problems.

There is a strong seasonal movement in the islands’ road network due to tense touristic
summer periods and low winter periods. The main problems of the islands’ road network are:

. low technical characteristics of mapping out (mainly in the mountainous),
. lack of central road axes and
3 lack of regional by-passes that would lead with safety vehicles and passengers from

the harbours to the mainland.
(Source: Business report, KETA North Aegean 2007)
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Main economic sectors

The North Aegean islands’ economy is characterized by a slow change of the traditional
productive model, and each island has a different development rate. There is a different
productive model for each island and especially for the five big ones.

The difference is due mainly to the social-cultural elements of each island. Most islands
demonstrate an important productive base, with intense structural problems, which are
responsible for the slow transformation of the traditional productive model to a modern and
dynamic one.

In most islands the basic productive sector is the primary one, having strong products that face
problems of promotion in the national and international market.

» The manufacturing sector, which presents a strongly connection with the primary production, is
lean, it has a traditional form and presents fluctuations, with increasing tendencies, in the last
few years.

» The services sector, in most islands, is identified or it tends to be identified with tourism,
presenting intense differentiation in Chios and a smaller differentiation in Lesvos.

(Source: Business report, KETA North Aegean 2007)

Distribution by sector, size and legal condition

Five of the most important business sectors in prefecture of Lesvos are:
1. Retail Trade — apart from car, vehicle and motorcycle’s trade

2. Hotels — Restaurants

3. Constructions

4 Other Business Activities

5. Terrestrial Transports through Channels

The five most important business sectors in the prefecture of Samos are:

1. Hotels — Restaurants

2. Retail Trade — apart from car, vehicle and motorcycle’s trade

3. Constructions

4. Other Business Activities

5. Wholesale Trade and Supply Trade, apart from car, vehicle and motorcycle’s trade

The Five most important business sectors in the prefecture of Chios are:

1. Retail Trade— apart from car, vehicle and motorcycle’s trade

2. Constructions

3. Hotels — Restaurants

4. Other Business Activities

5. Wholesale Trade and Supply Trade, apart from car, vehicle and motorcycle’s trade.

3.5 Legal Forms of Businesses in North Aegean

At the next paragraph we can see the businesses of every prefecture of North Aegean and the
legal forms as given at the Enterprise’s Records of 2002.

Personal Enterprises

The most preferable legal form of enterprise in North Aegean is the Personal Enterprise. There
are about 14.005 Personal Enterprises in North Aegean, from which 6.563 run in the Prefecture
of Lesvos, 3.905 in the Prefecture of Samos and 3.537 in the Prefecture of Chios. Most of them,
concerning North Aegean, are restaurants (a total of 974 personal enterprises).

S.A. Companies

According to National Statistics, in the North Aegean there are 414 S.A. Companies, 150 from
which, 150 run in the Prefecture of Lesvos, 179 in the Prefecture of Samos and 85 in the
Prefecture of Chios. The majority of them belong to the tourism sector and more specifically:

* Hotels with Restaurants (5511)

* Hotels and Motels without restaurants (5512)
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1. General Partnership Companies
In North Aegean run 1.170 companies, 600 of which are in the prefecture of Lesvos, 234 in the
prefecture of Samos kai 336 in the prefecture of Chios. In the prefecture of Lesvos most of the
General Partnership Companies are restaurants, but in the prefecture of Chios the majority of
them, are bars.

2. Partnership
285 enterprises occupying the legal form of Partnership, run in North Aegean, 106 of which
concern the prefecture of Lesvos, 81 of them the prefecture of Samos and 98 the prefecture of
Chios. The majority of them belong to the type: ‘Structure of buildings and technical works of
civil engineer, which concentrates a total of 116 enterprises.

3. Private Limited Companies
314 Private Limited Companies run in North Aegean Region:
*136 in the prefecture of Lesvos
* 99 in the prefecture of Samos
* 79 in the prefecture of Chios

4. Society
27 enterprises function, having the form of society:
* 18 in the prefecture of Lesvos
* 7 in the prefecture of Samos
* 2 in the prefecture of Chios

5. Marine Enterprises & Co-Ship ownerships
27 Marine Enterprises run in the Region, 5 of which are located in the prefecture of Lesvos, 9 in
the prefecture of Samos and 5 in the prefecture of Chios.
As Co- Ship ownership, 31 enterprises are in function:
*» 18 in the prefecture of Lesvos (13 of them belong to the sector of Piscary)
* 8 in the prefecture of Samos
* 5 in the prefecture of Chios (5 of them belong to the sector of Piscary)

6. Other Kinds of Enterprises
322 enterprises function in the Region, bearing another Legal form (free lancers, etc.)
* 173 in the prefecture of Lesvos
* 67 in the prefecture of Samos and
* 82 in the prefecture of Chios
(Source: Business Report KETA North Aegean 2007)

Brief description of the Partner’s most dynamic enterprises

Entrepreneurship Activity of North Aegean

There is a reduction at the percentage of the starting capital for new established
enterprises, of about 24,1%. This is an amount of about 2.745.2000 Euros. The same research
shows indexes of effectiveness for every region and sector of entrepreneurship. In North
Aegean, the bigger net profit for the year 2004, was recorded at the industry sector a
percentage of 3,27%. The commercial sector follows, with a percentage of 2,63% and tourism
with 1,54%. The index of these three sectors, shows a reductive tendency, compared to that of
year 2002 (industry 5%, trade 3,10% and tourism 4,32%). For the regions of lonian Islands and
South Aegean, as well as for many other touristic regions, for the year 2004 (year when the
Olympic Games were organized in Greece) the profit margin was negative at the tourism sector.
Although the fact that North Aegean Region concentrates a small share of tourist investments,
compared to that of whole Greece (almost the1,06% of the initial value of constant dynamic of
the sector), it was the only region that in 2004 offered a positive net profit margin (1,54%).

In the commercial sector we can observe high returns of own funds, implemented by
enterprises of the North Aegean, while we can also observe that the percentage of tourism
(0,76%), exceeds the average of all other Regions. On the contrary, the industrial sector of
lonian Islands has the worse return of own funds for the year 2004 (-3,12%).
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At the industrial sector, the bigger part of financial expenses concerning sales, was
recorded from Eastern Macedonia and Thrace Region. The analogy has increased since 2003
for the North Aegean Region. The enterprises of the regions of lonian Islands and South
Aegean, have bigger funds and therefore bigger investments in fixed assets, of own, foreign
and loan funds. The result of these characteristics is the existence of big reserves and financial
expenses.

As a conclusion, we can say that the characteristics of the enterprises of North Aegean
in comparison to those of the lonian Islands and South Aegean Islands, are the following:

* The increased general and special cash flow (cash flow index)

* The bigger functional and mixed profit margin

» On average, smaller speed at the cash flow of the reserves and income requirements
* Bigger capital efficiency

» Smaller proportion of financial expenses

» Smaller proportion of circulating asset (reserves, customers, remaining requirements)
» Smaller relation between foreign and own funds

New entrepreneur profile

New businessmen mostly turn to entrepreneurship activity in order to take advantage of
a business opportunity that they perceive in their local market. Therefore, their activity has more
chances to become successful, as it is based on the diagnosis of a real opportunity and not on
the lack of another option. Greece keeps the 17" position out of 35 countries of GEM (2005) as
far as business opportunity is concerned, something which shows the wide improvement
margins that exist for that qualitative dimension of Entrepreneurship.

The majority of new businessmen restrict their activity to specialized information
searching, for subsidized programmes. The absence of other complicated requests, such as the
searching of ways for the increase of enterprise’s competitiveness and extroversion, or the
decrease of business risk through better examination of the market in specific sectors to which
businessmen are concerned to, is something very important, that needs to be thought about.

Young people in North Aegean Region, who want to become entrepreneurs, don’t
consider at all the long term viability of their business activity. The majority of them belong to
what we call: seasonal entrepreneurship, which means that business activity is chosen,
because they haven’t got another occupational option. This assumption agrees with the
elements the Foundation for Economic and Industrial Research, which present Greece as a
champion of that kind of entrepreneurship compared to other European countries. Wherever
business ideas exist, they are characterized by a non- documented aspect concerning the
following parameters:

1) the purpose of the existence of the new enterprise.

2) the purpose of its establishment at the specific area of interest

3) the total cost of the establishment and function of the enterprise and

4)the combination of previous experience, abilities and businessman’s education level, with the
conditions that the potential businessman bear, in order to create a viable enterprise.
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3.3 Sardinia

Sardinia is the second greatest island of the Mediterranean (Sicily is the largest) between ltaly,
Spain and Tunisia and Corsica. It is situated between the north latitudes 38° 51' 52 " and 41°
15' 42 " and between the 8° 8' and 9° 50' East longitude.

Due to its position between the Tirreno and the Sardinian sea, its natural beauty and its history,
Sardinia is a very popular destinations for the tourism.

Sardinia has an area of 24,090 km2 and a population of 1.65 million inhabitants.

Characteristics of the territory

The coasts of Sardinia (1.849 Km long) are generally steep and rocky and often rectilinear for
kilometres. They are articulated in promontories, with ample and deep bays and inlets
surrounded by smaller isles.

The Island, being an ancient territory with rocks that go back to the Ancient Palaeozoic (300.000
years ago), doesn't possess any high mountain due to the very long erosion processes.

The Gennargentu is particularly important among the high mountainous, in the centre of the
Island, with its highest peak (1,834 m.), with the Mount Limbara (1,362 m.) in the North and the
Rasu Mount, which is the culminating part of the so-called "Marghine chain", which runs
crosswise for 40 Km towards North.

The climate is generally mild, influenced by Atlantic, African and Artic air masses.

The weather is clear: in the arc of the year approximately 300 days are sunny. The remaining
“rainy” days are mainly concentrated in winter and autumn although some unexpected heavy
showers can occur in spring.

The name: Sardinia

The Greeks called Sardinia Sardo, connecting it to Sardo, the son of
Eracle that according to the myth would have reached the island at the
head of a group of Libyan colonizers. Sardinia was also called
Ichnussa, from the Greek ichnos (footstep), due to its characteristic
shape.
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Administrative information

Sardinia is one of the five Italian Region with an Autonomous Statute (as also Valle d'Aosta,
Trentino-Altro Adige, Friuli-Venezia Giulia and Sicilia).This statute was given by the
constitutional law of 1948, some years after the Second World War, in order to secure the rights
of the various minority language groups and to preserve their particular cultures. Strong
autonomous powers, both legislative and administrative, were granted which influence also the
economic activities (agriculture, industry, arts and crafts, tourism, commerce and public works).
The 85 member — directly elected — Regional Council constitutes the legislative body of the
region and is the proportional representation of the population of the eight provincial
aggregations of Sardinia.

The Regional Government is composed of the President of the Region and 12 regional
ministers, named by the President who are responsible for the various branches of
administration.

The capital of the region is Cagliari.

Sardinia is divided into eight territorial aggregation (provinces), according to the “New provincial
assets” approved by the Regional Council on 31% March 1999, the first step of the foundation
process of the new provinces passed through several legal acts (L.R. 2 January 1997 n4 —
“Schema di nuovo assetto provinciale”; L.R. 12 July 2001 n.9; L.R. 1 July 2002 n.10.) and
concluded last May with the election of their respective Presidents and District Councils.

Sardinia has in total 377 Municipalities, divided between the new provinces as follows:

a) Cagliari (71 Municipalities)

Olbia

s : y) Carbonia-lglesias (23 Municipalities )
/r-f*" &) Nuoro (52 Municipalities )
j g) Ogliastra (23 Municipalities)
i ) Oristano (88 Municipalities)
; - y) Sassari (66 Municipalities)
« Orlstann 1) Olbia Tempio (26 Municipalities)
Ogllastra
Medio Y“\H»—/fjv ;
Campldano
Cagllarl 1;
Zarbonia
Iglesias ,r-.r

o 4

The territorial fragmentation is a very important condition for the social and economic
development and for the Administrative organization: 315 Municipalities (about the 83.6% on
the total number of Municipalities of the Region) have a number of inhabitants lower than 5. 000
Sardinia is part of the aggregation of southern regions collectively known as Mezzog|orno
which are characterised by lower levels of development, occupation and education relative to
both the (more affluent) north of Italy and the country average. Compared to others
Mezzogiorno regions, Sardinia is more sparsely populated and more isolated from the
mainland.

1% The area known as mezzogiorno includes six regions of southern Italy (Basilicata, Abruzzo, Calabria,
Campania, Molise, Puglia) and the two islands of Sicily and Sardinia
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Selected economic indicators
e GDP

Sardinia Italy
32.579,0 | 1.475.403,

Total GDP 2006 (min Euros)

Source http://www.sardegnastatistiche.it
GDP per capita

Source: Eurostat 2003

19.1333,1 23.100

The economic structure of Sardinia is characterized by a high level of specialisation in the
primary activities and a relative specialisation in the services sector, while industry accounts for
a low share compared to the Italian average.

Moreover in Sardinia, as well as in the other Italian Regions under Convergence Objective, the
construction sector and the other services (included Public Administration) account of an high
share.

The average annual growth rate of the added value in the period 2000-2005 is however high
(+1,3%), mostly in the industry sector (+4,8%).

0,
t " Specialisation index
composition
Sardinia Sardinia | Cro | Conv
Agriculture, forestry and fishing 3,7 138,5 816 | 177,3
Industry 22,6 82,9 106,7 | 71,7
-Industry tout court 15,6 72,4 110,0 | 57,8
-Construction 7,0 123,3 94,2 | 124,5
Services 73,7 105,3 98,1 | 108,0
-Commerce, reparation,, hotels and restaurants, 227 94.1 1008 | 96,5
others
- monetary and financial intermediation, real 222 87.4 1026 | 891
estate, other
-Other service activities 28,7 140,1 89,3 | 1449
Added value at basic prices 100,0 100,0 100,0 | 100,0

Regional economic structure - Enterprise.

The table 1 shows some synthetic data about the ‘demography’ of the active enterprises,
operating in Sardinia during the period 2001-2005. The table reports the figures of the
enterprise ‘stock’, and the variation, absolute and percentile, of the analysed period. The birth
and death rate, the enterprise turnover of the regional aggregation and of the provincial
compartments, are as well reported.

The regional aggregation accounts for 136.621 active enterprises in 2001, and 149.375 in 2006.
It follows that the stock absolute variation is no less than 12.574 units in the space of the 5
years reference period, with an average year growth of 1,77%. This percentile variation is
considerably high when compared to the analogous national share and that of the aggregations
under Ob. Conv. and Cro .

In addiction to that, the number of active enterprises every 100 inhabitant — which expresses
the entrepreneurial density of a specific area — displays a markedly dynamic locality, when
evaluated in the national context: while in 2001 the Sardinian entrepreneurial density share was
low, compared to the Italian average (8,4 enterprises every 100 inhabitants, as the average
national share is 8,6), in 2005 the value grows to a value which slightly exceeds the national
aggregation average (8,9 in comparison with the national 8,7).

Moreover, the data point to a substantial stability in the enterprise birth rate. In spite of this,
however, a noteworthy increase of the death rate is to be observed, and thus the consequent
drop of the turnover rate, which is — anyhow — higher than the analogous national average one.
For what concerns the sub-regional territorial compounds, all the provinces show an enterprise
consistency variation rate which is far higher than both the national and Conv./Cro regions
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average. The province of Oristano is the only exception, with an enterprise consistency variation
rate clearly lower than all the extra-Sardinian areas here considered.

On the otther hand, the entrepreneurial density share of all the provinces but Cagliari, is higher
than the national and Ob. Conv/Cro regions average.

For what concerns the turnover, the patent dynamism of Sassari province looks opposed to the
weakness of the entrepreneurial landscape of Oristano.

Table 1 — Synthesis of enterprise demography in Sardinia, Italy and Conv./ Cro regions
(2001-06)

Active Enterprises Active  enterprises | Active Birth rate Death rate Turnover
variation 2000-06 enterprises
number(per
100
inhabitants)

Area 2001 2006 Absolut | %averag | 200 | 200 | 200 | 200 | 200 | 200 | 200 | 200
e e 1 6 1 6 1 6 1 6
values variation

Sardini 136.621 149.375 14.458 1,7 8,4 8,9 8,2 8,1 6,0 6,9 2,1 1,2

a

Sassari | 40.123 44.650 5.190 8,9 9,3 8,5 8.9 59 64 |26 2,5

Nuoro 24.306 26.771 2.498 9,2 10,1 | 6,9 8,1 5,6 6,6 1,2 1,5

2,

1,6
Cagliari | 57.814 63.344 6.607 1,9 7,6 8,1 8,9 7,9 6,2 7,2 2,6 0,7
Oristan | 14.378 14.610 163 0,2 9,4 9,5 6,7 6,8 6,3 75 0,4 -0,6
o

Conv. 1.332.99 | 1.408185 | 93.155 1,1 7,7 8,0 8,7 7,8 6,5 7.2 2,2 0,7

regions | 7

Cro 3.564.95 | 3.750.09 | 224.757 | 1,0 9,0 9,0 8,7 8,5 7,0 7.3 1,7 1.1

regions | 6 3

Italy 4.897.93 | 5.158.27 | 317.92 1,1 8,6 8,7 8,7 8,3 6,9 7.3 1,9 1,0
3 8

External trade and foreign investments.

The regional economic system is not much internationally oriented. Sardinian enterprises
usually do not invest in foreign countries: between 2000 and 2005 the invested resources, in
GDP percentile, almost amount to nothing. This lack of internationalization is serious, as it
determines the lack of relevant growth opportunities, and appears even more worrying when
compared to the other territorial competing territorial sectors which, in turn, appear more open
and dynamical: the regions under Conv. Ob. invest between 0,1% and 0,2% of their GDP, while
those under Cro Ob. about 1,3%.

The sector where the Sardinian share is relevant are: oil (28%), energy and non-energy
minerals (4,3%). The export share of the agricultural and food sector is not positive: in spite of
the fact that in this field Sardinia should be competitive and somehow advantaged, the GDP
percentile export share has progressively decreased between 2001 and 2005.

Capacity to attract foreign investments (Thousand Euros), 2006

Sardinia 0,2

Italy 374,6
Data from http://www.sardegnastatistiche.it

40
== ..

. _ 7
Bandtel ) cesiA  vysclimareaon o pinziiJVipruszzar A TARTUSCINGE PRk ! Grennec o -




N

2o
%

Agriculture and Food

Sardinia has a mild climate, with a high windiness index. For its peculiar morphology, it is
defined as mountainous. This accounts for the fact that — of its entire surface — only 630.000
hectares (approximately a fourth) are considered as cultivable.

The peculiarity of the area also accounts for the fact that zootechnical enterprises in Sardinia
prevail over other major agricultural and food activities, especially those concerning vegetable,
fruit, cereal, flower and wine.

Among the most representative products is olive oil, whose production amounts to 10.000 tons
per year. Sardinia olive oil is in general considered of first-rate quality, and is processed in
cooperative and private oil presses. Thanks to autochtonal favourable climate conditions, the
cultivation of olive trees offers excellent prospects both for oil production and olives for
consumption.

The agricultural sectors includes 118.000 farm companies, where 40.000 are devoted to
breeding farms. The variety of the ground and the peculiarity of the climate — in addiction to
distinctive cultivation techniques and a handicraft mentality — contribute to the unique taste and
genuineness of the products.

The production of durum wheat is concentrated in the Centre/South Sardinia, with a production
of about 1.500.000 quintals. Marginal areas are also devoted to the cultivation of officinal herbs
(mostly saffron).

The figures of the distribution in the Provinces, denote Cagliari as the area where the majority of
the food enterprises and employees are concentrated. Sassari, then Nuoro, and then Oristano,
come after. Besides, from 1998 to 2000, both the number of enterprises and that of the
employees grew in all the Provinces of Sardinia.

The export figures are even more encouraging, and back up the weight of the agriculture and
food segment in Sardinian socio-economic system. In 2000 this sector represented the 46% of
the export handicraft enterprises, the volume of export sales amounting to 103,4 millions of
Euro.

In general, Sardinian productive system still appears strictly linked to its regional market, while
agricultural and food enterprises represent the largest percentage (35%) of export.

From 1999 to 2001, dairy produce registered an export sales share essentially stable (about
20%), whereas the share of non-dairy enterprises has significantly grown (11%-16%).

A note has to be made on organic farming, since Sardinia is the Italian region where this activity
has been developed at its best, thanks to an almost unpolluted environment and a tradition of
extensive cultivations.

The following table shows the dimensions of the phenomenon in the various Provinces, where
the number of organic enterprises accounts for about 8000 farms:

Table 2- Organic Farms

Organic Farms in Sardinia
12,3 (997)

32,4 (2621)

m Sassari
m Cadliani
Nuoro
41,6 (3361) m Oristano
13,6 (1100)
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Tourism and cultural resources,

The Sardinian industry of tourism is the expression of a product based on the uniqueness of its
natural and cultural resources, as a source of competitive advantage in the international
scenario.

The island tourist offer consists of 625.000 sleeping accommodations: 465.00 in holiday homes,
88.665 in hotels, and 82.192 in complementary business accommodations (source: ISTAT
2005). In this last category the 79% of sleeping accommodations in camping and holiday
villages, and the progressive relevance of bed &breakfasts (5% with an amount of 3.779
sleeping places) is to be underlined.

However, Sardinia suffers from two critical situations, due to the fact that the marine/bathing
model is almost the only tourist offer. The criticalities lie: a) in a double concentration of space
and time; b) in the low level of integration with the other productive sectors.

a) The marine/bathing product is the main cause of spatial concentration, as it absorbs the
90% of the hotel sleeping accommodations, while — chronologically — these
accommodations are restricted between June and September. Among the reasons for
this double concentration is the inadequate consistency and functionality of the
accommodation facilities, which often appear unable to guarantee high quality and
comfort standard in the off-season period.

b) The poor level of integration between the tourist sector (in a narrow sense) and other
regional productive sectors (i.e. agriculture and food, handicraft, high level vocational
training, transport, etc.).

The restaurant and hotel sector often recurs to import for the raw materials and the manpower
required for its productive processes. In addiction to that, Sardinia has a low ability to attract a
weighty share of foreign tourism, which usually shows more purchasing power than the national
one, and has also more sensibility towards local productions. Even if above the national
average, the value added share activated by the tourist sector in Sardinia is 7,7% of the total
value added, while in Trentino and Val d’Aosta is 12%.

Anyhow in the last years the trend looks on the rise.

For what concerns Sardinian cultural resources, there is some difficulty in defining its entity and
substance, then - consequently - its potential. The first data to be taken into consideration are
those relative to the State Arts and Antiquities Institutes in the island: only 11 of the 379 Italian
institutes are located in Sardinia. The State archives on the territory are just 4, while the total
national number is 100. Far more numerous are the archaeological and architectural resources
included in the ‘risk chart’ : in Sardinia these resources are 2100, in the whole nation more than
57.000.

In the field of cultural locations, Sardinia is characterized by a significant presence of relevant
sites, especially archaeological ones, signalled by the Ministry of cultural heritage and activity.
From this point of view, the island is in the third position after Lazio and Toscana, possessing
151 of 1504 total national sites. The presence of industrial archaeological settlements
(especially related to mining industry) is also remarkable, and often located in areas
characterized by high tourist potential. The museums are widespread on the region: 6 state
ones, and about 170 under the supervision of the local government agencies.

The situation of the libraries is somehow positive: it is a sector where a pervasive diffusion on
the territory is supported by the efficiency of the service. According to ISTAT, in 2005 there
were 284 libraries of the Territorial Agency, 37 of other government agencies, 48 private
libraries, and 106 University ones.

The context emerging from these figures is that of a plentiful cultural estate, which appears
frequently integrated with its notable landscapes and characterized by the uniqueness of
several typological elements.

Population

Sardinia has 1.650.052 inhabitants, with a density of 68 inhabitants per square kilometre (ISTAT
2005).

The population is mainly concentrated in the cities (the most populated cities are Cagliari,
Sassari, Quartu, Olbia, Alghero, Nuoro and Oristano) and along the coasts.
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egation identified by the Regional Law n. 4/97

Territorial Population _ Area
aggregations (absolute Population (%) (square per

values) Km)
Cagliari 504.018 31,5 3.613
Medio Campidano 127.565 8,0 2.062
Carbonia-lglesias 136.164 8,5 1.741
Nuoro 165.188 10,3 4.143
Ogliastra 57.980 3,6 1.854
Oristano 162.480 10,2 2972
Sassari 317.536 19,9 4.337
Olbia-Tempio 128.580 8,0 3.368
Sardegna 1.599.511 100,0 24.090

Population

density

142

A large part of the population (32,8%) lives in small Municipalities with less of 5.000 inhabitants.
Almost the same percentage lives in Municipalities with a range of population comprised
between 10.000 and 50.000 inhabitants. The remaining part 858,694 people representing the
53,3% of the total population, lives in one of the 29 urban centres with over 10.000 inhabitants.

Table 3. Number of Municipalities and resident population per demographic range at

31.12.2004

Demographic range Number of Municipalities | Resident population
AV. % AV. %

Until 5000 inhabitants | 315 83,6 541.492 32,8
5001-10 thousand 33 8,8 228.471 13,8
10.001-50 thousand 26 6,8 523.877 31,7
50.001-100 thousand 1 0,3 69.818 4.2
Over 100 thousand 2 0,5 286.394 17,4
Total 377 100 1.650.052 | 100,00

Source: Istat, demografic budget 2004

Labour market

In Sardinia, during the last decade, the employment rate has constantly increased, more than in

Ob. Conv regions and UE15, though less than in the other Italian and Ob. Cro regions. The

following table reveals that Sardinia still suffers from a strong occupational lack, especially in

comparison with the Lisbon Agenda, which aimed at a 70% employment rate to be attained by

2010.
Table 4 - Employment rate and relative average year variation rate (1995-2005)
1995 | 2000 | 2005 | 1995-00 | 2000-05 | 1995-05

Sardinia 471 1492 | 515 [0,9 0,9 0,9

Italy 51,8 | 54,8 | 576 | 11 1,0 1,0

Conv 415 [ 429 444 | 0,7 0,7 0,7

Cro 56,3 | 60,0 | 63,1 | 1,3 1,0 1,2

EU (25 countries) | - 62,4 | 63,7 | - 0,4 -

EU (15 countries) | 60,1 | 63,4 | 651 | 1,1 0,6 0,8
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In all the several territorial departments, differences in the occupational rates — on the basis of
age and gender — are still remarkable. In 2005 the employment rate for the range of 55-64, is
31,3%, a figure almost equivalent to the national average (31,4%) and to that of the other Ob.
Cro regions (31,1%). However, the comparison with the European rates shows that the target
value, established in Lisbon, is still far: the employment rate for aged employees is 44,1% in
UE15 countries and 42,5% in UE25 countries.

The difference between woman and male unemployment rate in Sardinia, is decreasing at a
rate of - 2% per year. A value which is lower to that of the other Ob. Cro regions (- 2,3%).

The following table shows that in 2005 the unemployment rate in Sardinia was still very high,
especially in comparison with the other Ob. Cro regions. Yet, after the unemployment increase
in the period 1995-2000, the situation has improved and the relative rate was diminished at the
rate of — 3,8% per year.

Table 5 - Unemployment rate and average year variation rate (1995-2005)
1995 | 2000 | 2005 | 1995-00 | 2000-05 | 1995-05

Sardinia 14,7 | 15,7 [ 129 [ 1,2 -3,8 -1,3
Italy 11,2 1 10,2 | 7,7 -1,9 -5,3 -3,7
Ob. Conv regions | 19,1 | 20,1 | 15,1 | 1,0 -5,6 -2,4
Ob. Cro regions 8,3 6,5 5,3 -4.8 -4,2 -4.5
EU (25 countries) | - 8,6 8,7 - 0,2 -

EU (15 countries) | 4,9 7,6 7,9 9,2 0,8 4,9

The rate of juvenile unemployment (age range 15-24) in Sardinia is 32,6%, 8 points more than
Italy (24%) and 17 more than the other Cro regions (15,7%). Nevertheless, the values show a
drop of the phenomenon in the years 2000-2005 (-1,7 % per year), even if this decrease is
slower than that of the Ob. Con. Regions ( -2,8% per year).

The differences are even more patent in the field of gender divisions: among young female
people the unemployment rate is 38,6%, more than 11 points than the national rate and almost
20 points than the other Ob. Cro regions.

Table 6 — Average year variation rate of male and female unemployment (1995-2005)

1995-00 | 2000-05 | 1995-05 | 1995-00 | 2000-05 | 1995-05
Sardinia 0,7 -1,7 -0,5 -0,8 0,1 -0,5
Italy -2,3 -2,4 -2,3 -2,2 -3 -2,6
Ob. Conv regions | -0,1 -2,8 -1,5 0,0 -4,1 -2,1
Ob. Cro regions | -6,0 -0,9 -3,5 -5,6 -0,8 -3,2

Education and Training

At the moment, the educational level of adult people in Sardinia is — as it was in the last decade
— lower than in the rest of all the other territorial aggregations here considered. Besides, the gap
between Sardinia and the European countries (UE 15) is even larger: in 2005 (the latest datum
at disposal) the percentage of people possessing only the low secondary education level was
33,8% in the UE 15, and 30,9 in UE 25. In the same year the percentage in Sardinia was 60,7
and 50,3 in Italy.

The reason of the low average education level in Sardinia is to be connected with the dropping
out of school in the first years of secondary school, while in the last decade the same
phenomenon has progressively decreased in compulsory school.

Between 1994/95 and 2004/05, the rate of upper secondary school attendance was higher in
Sardinia (92,1%) than the national average (86%), the Ob. Conv. Regions (81,9%), and the Ob.
Cro ones (88,6). In the same period, however, the school drop-out rates at the end of the first
and second year of upper secondary school, were constantly higher than those of the other
regions considered. The differences have been definitely decreased from 2001/02, and the
positive trend is confirmed by the values of the last year at disposal (2004/05).

The upper educational level (i.e. the percentage of people aged 20-24 with at last an upper
secondary school degree) is, however, lower in Sardinia (62,25) than in Italy (74,8%) and than
the UE average (77,5%).
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The University system is concentrated in Cagliari and Sassari, and the regional University
registration rate is higher than the ltalian average, with a strong gender differentiation. Still,
although University education is attractive for young Sardinians, only the 6,2% gets a degree,
while the national average is 7,5 and 6,8% in Southern ltaly. The share of graduated students in
technological/scientific subjects in 2005 is 6,5 per thousand inhabitants, as in the Southern Italy
is 7,3 and in Italy 10,9 per thousand. The shortage of qualified human capital still represents
one of the main weak points within Sardinian socio-economic system.

For what concerns vocational training, the percentage of unemployed workers who participated
to a training or educational activity in 2004-06 is 7,1%, while the average rate of the Ob.
Conv./Cro regions is 6,1%. The higher rate of attendance in vocational training activities for
people in search of employment may be connected to the lack of job opportunities in the narrow
local market, but also to the fact that in many cases the courses include an expense repayment

for the participants.
Research and development

Scientific research, technological innovation and ICT have been encouragingly developed both
in economic and entrepreneurial terms, but Sardinia does not show a strong interrelation
system to connect enterprises, research structures and the educational/training sphere, yet. A
thing that would be precious in order to promote investments in companies which are being
under innovating processes. In spite of these recent positive developments, at the moment
research is mostly carried out by public authority structures and the incidence of private
investments in this field is nearly nothing (0,04% of the regional GDP, while the national value
is 1,13%).

Total expenditure in research and development in % of GDP (2004):

Table 7 — Enterprises(%)

1
a3
a8
Q.7 O sandinla
0,6
5 B south laly
a4
03 O Italy
a2 Oliraly
a,l

a o T

1" Trim.

Table 8 — Public Administration (%)

O sardinla
B South Maly
Onufw ltaly
Oliraly
L* Trim.
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Infrastructure and accessibility level of the territory

The analysis of the infrastructural facilities in Sardinia, underlines a strongly destitute situation.
Humble infrastructural facilities, combined with an insular condition, establish a serious
disadvantaged condition in comparison with the majority of UE regions: perifericity, distance
from the markets, marginality, represent relevant lag factors for a development politics still
based on market integration and the growing exchange with national, European and extra-
European contexts.

For what concerns internal links, the island suffers from inadequate infrastructures regarding
both the connection between North and South of the region, and the accessibility to internal
areas. In particular, with regard to public transport, the situation is marked by the weak
competitiveness of the system: scanty integration of the public transport conditions, travelling
time/ frequency which often poorly answer the needs of the users, heavy conditioning caused
by vehicle traffic, serious deficit of services in urban areas, problematical feedback between low
demand and limited frequency — a combination that favours the widespread use of personal
vehicles.

In the framework of regional mobility, the extreme weakness of the railway system stands out,
marked by long travelling times: the average speed along the rail net is 65/70 Kmh, and only the
route Cagliari -Oristano (94 Km) is covered at a 100 Kmh speed.

A further problem regards the 626 Km of narrow-gauge railway, whose upgrading opportunities,
according to a sustainable fruition of Sardinian ‘wild’ landscape, clashes with ah historical
sloppy condition of its infrastructures.

Air transport definitely plays a key role in order to reduce the marginality that affects the insular
condition, as it represents the only fast link with the ltalian peninsula. The introduction of
concessional fares for residents has had — as its first consequence — an exponential increase
of the demand, so that the percentage of flights is double in comparison with the national
average.

The road network is still, on the other hand, mostly inadequate. The adjustment of the SS131
has — up to the present time — only involved the 50% of the itinerary, while the Olbia-Sassari
connection today is assured by a one-lane traffic series of roads.

In the last decade, the major criticalities of the basic roads appear on their way to be solved,
while the situation of the complementary roads net is still severe. These routes, in addiction to
their problematically long travelling time, suffer from the decay of their roadbed, of their
structures, of safety measures, of signs and markers, and so on. The infrastructural density at
the regional level is 20% lower than the national one, while the provincial one is 40% lower.
Besides, more than the 73% of the regional net has a cross-section less than 9mt wide (the
national average does not exceed 59%).

In short, Sardinia has few roads with bad geometrical characteristics. The effect of these
infrastructural parameters impacts on the quality of the service. This situation is to be deemed
as one of the fundamental causes of the depopulation of the internal areas. Active population
prefers to move to the coastal areas, which now are affected by increasing phenomena of
urbanization and overcrowding.

Table 9 — Means of transport employed for job or study reasons (percentile value)
REGIONS | Walk | Train | Bus | Underground | Coach | Company | Car | Motorbike | Bike
Coach
Sardinia 18% | 2% 6% | 0% 5% 2% 48% | 3% 1%
North- It 12% | 3% 7% | 2% 5% 2% 48% | 3% 4%
Centre-1t | 12% | 4% 10% | 4% 3% 3% 46% | 4% 1%
South—1t | 22% | 4% 6% | 2% 7% 3% 39% | 2% 0%
Islands- 1t | 20% | 1% 6% | 0% 4% 2% 43% | 5% 0%
Italy 15% | 3% 7% | 2% 5% 3% 45% | 3% 2%
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3.4 Silesia

Area

Figure: 1 Map of Poland with Silesia
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Poland has a total area of 312.679 km? making it the 69th largest country in the world and 9th
in Europe.

The Silesian Region, of which the Business Incubator in Ruda Slaska is a part of, covers an
area of 12333.51km’.

Upper Silesia is the southeastern part of the historical and geographical region of Silesia;
Lower Silesia is to the northwest

Definitory characteristics of the territory

Poland is a unitary state made up of sixteen voivodeships. The administrative authority at
voivodeship level is shared between a government-appointed voivode (governor), an elected
regional assembly and an executive elected by that assembly.

Poland is also a member of the European Union, NATO and OECD.

Figure: 2 Definitory characteristics of the territory

[ noun: Pole(s)
adjective: Polish

Polish 96.7%, German 0.4%, Belarusian 0.1%, Ukrainian 0.1%, other and
unspecified 2.7%

Roman Catholic 89.8% (about 75% practicing), Eastern Orthodox 1.3%,
Protestant 0.3%, other 0.3%, unspecified 8.3%

Polish 97.8%, other and unspecified 2.2%

The largest metropolitan areas in Poland are the Upper Silesian Coal Basin
centered on Katowice (3.5 million inhabitants); the capital, Warsaw (3
million); Krakéw and £.6dz (each 1.3 million); the Tricity of Gdansk-Sopot-
Gdynia in the Vistula delta (1.1 million)

Number of inhabitants Number of towns
>1 000 000 5
500 000 — 1 000 000 4
250 000 — 500 000 8
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100 000 — 250 000 26
50 000 — 100 000 54
20 000 - 50 000 138
10 000 — 20 000 177
<10 000 445

Source: Ministry of Economy

Figure: 3 Poland in International rankings
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‘ Human Development Index 2007

27
157
36
168
21
122

| OECD Working time

‘ Index of Economic Freedom 2008

‘ Privacy International Yearly Privacy ranking of countries 2006

‘ Reporters Without Borders Press Freedom Index 2007

‘ UNICEF Child Well-being league table

\ Networked Readiness Index 2007-2008

'OICA Automobile Production 53

Source: Ministry of Economy

Figure: 4 The largest towns of the Slaskie Voivodeship:

Bielsko-Biala
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| Inhabitants in thousand |
Katowice 322 285
Czestochowa 249 453
Sosnowiec 229 989
Gliwice 201 586
Zabrze 193 665
Bytom 191 060
Bielsko-Biata 177 390
Ruda Slaska 148 361
Rybnik 142 272
Tychy 132 151
Dabrowa Goérnicza | 131 371
Chorzéw 115 844
Jaworzno 96 703
Jastrzebie Zdroj 96 475

Source: www.silesia-region.pl

The high urbanisation rate is evidenced by the value of almost 79% of the population inhabiting

the region’s 71 towns of which:
e 4 towns have the population over 200 thousand inhabitants,
e 8 towns have the population from 100 to 200 thousand inhabitants,
¢ 11 have the population from 50 to 100 thousand inhabitants.

Selected economic indicators

e GDP
GDP in 2008 - 330.920,64 EUR
GDP per capita - 8710.72 EUR

Figure: 5 GDP in Poland

Year Increase GDP Year Increase GDP
1992 [1,5% 2001 |1,0%

1993 |3,8% 2002 |1,4%

1994 |5,2% 2003 |3,8%

1995 |7,0% 2004 53%

1996 |6,0% 2005 |3,5%

1997 16,8% 2006  6,2%

1998 |4,8% 2007 |6,5%

1999 |4,1% 2008 5,4%

2000 |4,0%

Source: Central Statistic Office of Poland
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e Government deficit and debt

Figure: 6 Polish govermment deficit and debt in 2004-2007

min euro

GDB 264736.13 281562.87 303580.45 334083.84
15086.05 12175.07 11500.44 6785.50

Deficyt
% GDB 5,7 4,3 3,8 2,0
120947.80 132503.51 144646.51 151052.32

Debt

% GDB 457 47 1 47,6 45,2

Source: Minisrty of Economy

The Upper Silesian is the largest urban center in Poland. Its population is 2.2 million, within a
conurbation of 2.8 million, and with a greater metropolitan area of 3.5 million. Gross Domestic
Product is 8%.

e Harmonised index of consumer prices — 102,4

e Index consumer price — 102,4

o Electricity and gas prices- industrial users
- average price of electicity 36.88 EUR/MWh.
- average price of gas 7,17 euro/1 GJ.

Figure: 7 Average production and consumption of electricity, oil and gas

— production: 162,0 mld kWh
— consumption: 121,3 mld kWh

— production: 24 530 bar/d
— consumption: 476 200 bar/d

— production: 2,1 mld m?
— consumption: 11,5 mid m?

Source: Central Statistic Office of Poland

e Average price of the m? of new housing at province capitals and councils of 100.000
population or over.

Figure: 8 Average price of the m? of new housing in Poland in June 2008

Average price of the m? of new
housing inJune 2008

2458

1971 1911

1786 1769

Euro
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e Abstracts from the cadastral register (previously available only in Cadastral
offices)

e Abstracts of the trade licence register (previously available only in trade licence
offices)

e Extract from the crime register (previously available only in Prague, or at
municipality offices with a delay of 3 weeks)

e Submission of the new trade licence application form or trade licence details
change (previously available only in trade licence offices)

It is obvious that only the fourth service approaches ICHNOS OSS services idea. The other
services may be useful especially for persons from small distant villages, however after recent
release of the CZECH POINT E-SHOP service is it possible to order abstracts or extracts online
and get it via ordinary post service, which means that the main CZECHPOINT service portfolio
will be almost useless. On the other side, the chance still exists to create new services and
implement them within the network of CZECHPOINTSs, which is currently still being developed.

See the list of CZECHPOINTS in ANNEX I

Central registration point (CRP)

CRP were established as per 1st of August 2006, independently on

‘ rising of CZECHPOINT project, although both ideas started to be

cnm realized in similar period of time. However, the idea of CRP is a little

o N TRALN bit older and it is a result of previous governmental activities focused

on simplifying of processes connected with conducting licensed trade.

The Ministry of Industry and Trade is responsible for the CRP project, in co-operation with other

three Ministries involved in trade and business administration procedures. CRPs are always

located at trade license offices and their total number is app. 100 (15 in Vysocina). The provided

services are identical to the CZECHPOINT service listed above, but as CRP is directly linked to

trade license register, the registration is faster and also cheaper, because it is necessary to pay
extra charge when accessing CRP-like services through CZECHPOINTSs.

The main difference is that CZECHPOINT is focused on citizens, with attendant services, which
are expected to be implemented in the future, according to public demand. CRP is then directly
focused on traders and persons who would like to start their own business. In this way CRP is
closer to ICHNOS OSS ideas, but there still exists a huge task to implement especially
consulting services.

Czechinvest Agencies

The network of Czechlnvest (www.czechinvest.org) points for
"'-G’ support of entrepreneurs and investments is operating in all Czech
regions under responsibility of the Ministry of Industry and Trade.
CZECHINVEST Main objectives are to support business infrastructure, innovations
and to attract foreign investors. Ensuring Communication Framework between government,
entrepreneurs and European Community, Czechlnvest is re-distributing some finances,
managing development programmes and providing specific functions, such as promotion of the
Czech Republic abroad, exclusively suggesting to National Government investment offers,
supporting Czech companies on their way to Europe.
Czech Invest is suggesting services

e Support for the realization of investment projects

¢ Intermediary services for the state investment support

e AfterCare — services for foreign investors already present and just coming to the Czech
Republic

e Holding and updating of the databases of the business real estates

e Support for subcontractors (database of subcontractors)

e Information services for SMEs
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e Implementation of the busmess supportlng programmes, administrative advisory
services

See the list of Czechinvest agencies network — ANNEX Il

Information points for entrepreneurs (IPE)

Since 2003, The Chamber of commerce CR has been realizing a
I n M P project of Information points for entrepreneurs (IPE), financed by

Ministry of Industry and Trade within its programme supporting SMEs
competitiveness. The IPE project was realized under the central
government decree and was funded both from central and regional

sources.
The National ZAP project on simplification of administrative procedures is using some
experiences from those IPEs , which are providing information services and some methodical
support for entrepreneurs at 180 places with more then 20 places for specific branch
information services.
The main tool for knowledge-based support of the IPE project is so called Information Refinery.
It is an expert system for monitoring, selecting and evaluation of public information sources on
the internet, available for free or on base of agreement.
The running information services in IPEs are using synergies and cooperation with different
already existing information centres, such as Czechinvest, Portal of Public Administration,
National Registry of Consultants, and others. The main services of IPE are as follow:

- Regional information

- Branch/Industry information

- Business support, grants

- Start up/Closing business, changes in lifecycle of a business

- Running and operation of a business

- Export and cross-border services provision

- Business and other contacts

Entrepreneurs can use services of IPE by several ways:
- eForm for submission of any request for information concerning business (the request is
executed by the Information Refinery and an answer is responded in one or more days)
- the Library of business information (links to different sources of information)
- Industry guidelines (more then 10 “electronic books” in pdf format for free download with
complex explanation of solving specific issues)

This initiative fulfils one of the main objective of OSS (according to the ICHNOS Green Paper) —
free consultancy on specific business ideas and administrative issues. There are about 20 IPEs
in Vysocina available for multichannel contact also through internet (webforms). The network of
Chambers of commerce plays an important role in general service provision for entrepreneurs in
Vysocina region and in the Czech Republic.

Centre for regional Development
The Centre for Regional Development of the CR (CRD CR) is a
state contributory organisation, founded by the Ministry for
R[S ’) Regional Development, which has actively supported regional
policy of the Government of the CR since 1997. Except the

central office in Prague, it provides 8 regional branches
covering 8 NUTS Il regions. The list of NUTS Il Branches is in

Regionalni Informacnl Servis

Annex Ill.

Information and services offered by the CRD CR are earmarked especially for experts,
representatives of state administration and self-government authorities and to public, e.g.
SMEs.
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The CRD CR provides its services and targets at activities compliant with the requirements both
of the Ministry for Regional Development and its clients’ needs. The most useful service is RIS -
Regional Information Service, the system of administrative, geographical, economic and
business information related to specific region.

This web-based information network accompanied with NUTS Il Regional branches would be

good base for territorial marketing services proposed in ICHNOS project.

Single Points of Contact

Single Points of Contact is an initiative of the Chamber of
Commerce. In all regional capitals there are Single Points of
KONTAKTNI Contacts established with aim to provide information and arrange
|} misto formalitie_s related to_starting and running bu.siness. Tht_ase services
are provided by skilled consultants, also in electronic form. An
entrepreneur can use web-based “consulting room” or “Forms portal” that offers all official forms
needed for specific transaction concerning all phases of business. In this project, Chamber of
Commerce exploits its experience gathered from IPE, CzechPoints and other projects. Single
Points of Contact offers services as follow:
- Consultancy and advisory
- Checking and certification
- Out-of-Court settlement of litigations
- Special education and training
- Registries (catalogues) of companies and products
- Active support of business
- Forms for entrepreneurs
- Contacts

Chamber of Commerce in general is not allowed to access to Public Administration official
registries and evidence, therefore it will probably operates as mediator between business
community and PA.

Business incubators

The network of 8 incubators, operating in Vysocina region, represents a private initiative
(operated by EURONEST Itd), which appropriately supplements the regional system of
collaborative support structure for entrepreneurs.

Incubators are intended primarily for starting (in business up to 18 month) or innovative
entrepreneurs. There is a wide portfolio of services, provided to entrepreneurs within the
incubator. Free of charge services include telecommunication services and applications,
administrative services, consulting services or other services according to the needs of SMEs.
Other services are charged, such as book keeping, HR management, tax consultancy, EU
projects management, training etc.

This primarily involves creating of a network of advisory and “reception” services, offering space
for business and research in IT (or other fields), ensuring “demand” for viable research projects,
in practice, etc. Advisory services supposed not to be restricted for simply assistance of start up
businesses in the incubator, but are still developing in order to provide a support service for
businesses in all phases of operation — that is, including existing and operational companies.
Part of the incubator network will be a “one-stop shop” advisory, training, and re-qualification
centre, which will be located in the central incubator (advisory, training and re-qualification
centre) in the City of Trebic.

Regional broadband

Looking at regional broadband as the best practice in general, ROWANET project of Vysocina
broadband (optical fibre) need to be mentioned here, although the first phases of its
implementation were more technologically oriented. But now broadband connectivity between
main cities in Vysocina is ensuring a perfect platform for development of modern inclusive on-
line services for all, including entrepreneurs.
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Regional information centers (658)
Based on a new on-line capacity of ROWANET, a new service has appeared in Vysocina as
Information One Stop Shops. Regional information centers, initiated and supported by the

Regional Authority, are working for all citizens and businesses, providing regional specific
information services.

Regions in the Czech Republic have still limited power in the field of transformation of
bureaucracy related to business development. These matters are fully in the competence of the
central government and Czech regions have to ensure seamless operation of all policy
measures.

For successful implementation of the Service Directive in the Vysocina Region, three facts will
be significant:

o Development of functions and operation of CzechPoints, which is related to transformation
of the National basic Registers, eGovernment Interoperability, etc.

e Functioning of Central Registration Points (at Trade Licensing offices)

e Provision of regional specific supporting information and advisory services for entrepreneurs
by different bodies (not unified across regions). The big advantage of Vysocina is the
existence of fully operating broadband platform ROWANET.
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5 Structural Funds Operational Programmes

This chapter highlights the possibility of sustain the RCC and OSS by SFOP funding
programmes. Topics like ¢Are OSS a priority under the NSRF of your country? or the possibility
of your OSS project to be funded by SFs, are taken into this chapter

5.1 Galicia

For the 2007-13 period, Spain has been allocated €35.217 billion in total: €26.180 billion under
the Convergence objective (€3.543 billion from the Cohesion Fund), €8.477 billion under the
Regional Competitiveness and Employment objective and €559 million under the European
Territorial Cooperation objective.

Galicia is under the Convergence Operational Programme and not in the Regional
Competitiveness Operational Programme in which OSS thematic is a priority.

That's why the OSS initiative in Galicia is funded by regional/national funding. More in-depth,
the Galician OSS infrastructure is supported by the Galician Institution for Economic Promotion,
an organisation dependant on the Regional Ministry of Economy. All the funds allocated to the
OSS are provided by the Regional Government of Galicia and so their sustainability is
maintained by the Government

5.2 North Aegean

The only structural operational that can support OSS in the Region is the Operational
programme “Competiveness” of the Ministry of Development.

5.3 Sardinia

OSS is not a priority under the NSRF in Italy. But in article 38 of the Law (Decreto legge) n.
112/2008, as converted by law 133/2008 there so many changes for OSS and for the
coordination among OSS and Chamber of Commerce that we think that national government
will give funds for them.

Operational programs 2000-2006 supported the creation of the administrative structure and
procedures for the establishment of OSSes.

The ERDF Operational Programme 2007 - 2013 attaches a special attention to the development
and adoption of the Information and Communication Tools which can facilitate and support the
smooth running of OSSes and at Regional level.

There is a specific operational objective which is Objective 1.1.1: to strengthen the availability of
enabling infrastructures, the capacity in the fruition of the services of interconnection and the
operability of OSS.

In particular, implementation of the online Information tools for improving the OSS functioning.
There are also several funds to help enterprises but not to the coordination of them. At this

moment, there is not more information available because until December 2008 Sardinian
Region is still engaged on the closure of the Operational Programmes 2007 -2013.
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5.4 Silesia

On the NSRF strategic level, measures favourable to achievement of provisions of the Lisbon
Strategy would be executed as a Objective 1 of NSRF — Improving the functioning standard of
public institutions and development of partnership mechanisms, support would be granted to
undertakings favourable to modernisation of the Polish institution and regulatory system, and
which affect positively the development of social dialogue and partnership.

One of the elements in establishment of institutional efficiency of the Polish administration is
improving the quality and accessibility of public services, by introducing modern services
provided by electronic mail. In addition informatisation of public administration allows
rationalisation in functioning of public administration, and as a consequence at reducing
administrative barriers for business operation of entrepreneurs, as well as facilitating and
hastening the information flow between different administration levels and the customers. The
Government of the Republic of Poland, have on aim for example limiting bureaucracy that
hinders the development of enterprises, and used for facilitating investments (e.g. introduction
of a single service desk for entrepreneurs in an office). For this purpose complementary
measures will be executed within OP Human Capital (Priority 1l Development of Human
Resources and adaptation potential of enterprises and improving the health condition of working
persons and V Good Governance) and OP Innovative Economy (Priority 7 Establishment and
development of information society in Poland).

within OP Human Capital
1. Priority 1l Development of Human Resources and adaptation potential of enterprises
and improving the health condition of working persons

Main goal: Development and improvement of functioning of system support for

adaptation abilities of employees and enterprises (2.2.1 OPHC):

- improving the quality of services provided for enterprises by training institutions
and institutions supporting entrepreneurship and innovativeness of enterprises, in
particular through:

- development and propagation of organisational standards in institutions and the
standard of services provided by them,

- advancement of qualifications and abilities of employees that provide training and
counselling services aimed at supporting the development of entrepreneurship and
innovativeness of enterprises,

- supporting the process of certification for qualifications of the training personnel,

- supporting the system of complex services provided by institutions to
entrepreneurs and persons wishing to launch economic activity.

These activities will be realized by The Polish Agency for Enterprise Development.

Budget for this activities is 142.433.656 euro.

2. Priority V — Good Governance
Main goal: Improvement of quality of the public policies and services related to
enterprise creation and business operation:
- introduction and propagation of client service standards in self-government
administration,
- introduction of the “one-stop—shop” system (single access points for
entrepreneurs in administrative offices),
- development of system related provisions and informatic tools to assist public
management.
These activities will be realized by public administration. Budget for this activities is:
999.096,10 euro

within OP Innovative Economy

Priority 7 Establishment and development of information society in Poland

Main goal: The priority axis aims at improving the conditions of undertaking economic
activity through the increase in accessibility of public administration information
resources and public services in the digital form for citizens and enterprises:
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- establishment or extension of informatic systems for public administration which assist
management in the public sector (e.g. electronic flow of issues and documents, state
electronic registers, electronic signature),

- establishment and development of platforms for integrated electronic services
designated for business and for citizens related inter alia to fiscal settlements,
administrative charges, registration of business operation, services related to public
procurement,

- establishment of multi-channel transaction platforms,

- making available and promoting standards for electronic communication between
administration on the one hand, and entrepreneurs and citizens on the other.

These activities will be realized by public administration. Budget for this activities is
788.235.294,00 euro.

OSS sustainability will be funded by local goverment.

5.5 Southern Estonia

OSS is not a priority to the NSRF; hence there will be no permanent financing of OSS
throughout the structural funds.

Domain specific action plans exist, however the creation of OSS have not been specificly
pointed out. The creation of OSS has been covered as one of the indicators in E-business
Environment Development Programme 2008 — 2009 in the framework of Information Society
Development Plan 2013.

5.6 Vysocina

The NSRF (National Strategic Reference Framework) 2007-2013 constitutes the reference
document for the programming of European Union Funds at national level for the 2007-2013
period. It was elaborated within the framework of the new strategic approach to the Cohesion
Policy of the European Union, according to which NSRF “...ensures that the assistance from
the Funds is consistent with the Community strategic guidelines on cohesion and identifies the
link between Community priorities, on the one hand, and the national reform programme, on the
other.” NSFR was proposed by the Czech Republic in applying the partnership principle. It
reflects the Union’s orientations, lays down a national strategy and its programming. The NSRF
of the CR was finally approved by the Commission in July 2007.

Allocation (EUR):

Czech Republic

Total ERDF 268 263 565
Total ESF 150 829 884
Cohesion Policy 2007-13 Total NSRF 26 302 604 484

.('ﬁl'rwu_wln'ﬁ and Competitiveness Chjectives 2007-13
Objectives of NSRF of the CR for programming period
2007 - 2013:

5.6.1 Global Objective

The global objective of NSFR is to transform CR's socio-
economic environment in compliance with the principles of
sustainable development, so as to make the CR an
attractive location for investment as well as for the work

Beuncinis and life of its citizens. By means of incessant
- iy A Hawra strengthening of the country's competitiveness, a
Compettueness e sustainable development will be reached which will

and Employment Regiens

proceed at a pace higher than the EU 25 average. The CR
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will strive to boost employment and tc; bursue a balan(;ed and harmonized regional
development, which will result in enhancing the quality of life of the country's population.

Strategic objectives

As laid down in the Czech National Strategic Reference Framework (NSRF), the EU funding will
be avaliable for the four strategic objectives divided into 15 strategic priorities:

I. Competitive Czech economy

- Competitive business sector

- Support of Research & Development capacity for innovation

- Development of a sustainable travel and tourism sector and utilisation of the potential

offered by the cultural heritage.

This objective should contribute to reinforcing the competitiveness of the business sector by
increasing its productivity and speeding up sustainable economic growth based on
systematically developed innovative potential of a strong and progressively structured Czech
economy, generating robust and sustainable economic growth.

Il. Open, flexible and cohesive society

- Education

- Increasing employment and employability

- Strengthening social cohesion

- Development of the information society

- Smart administration
The authorities plan to support the development of a diverse, socially aware and cohesive
society, open to outside opportunities. The aim is to create a modern education system which
will become the driving force behind an effi cient and flexible labour market. The authorities plan
to reduce the administrative burden for business people by at least 20%.

lll. Attractive environment
- Protection and improvement of the environment quality
- Improved accessibility to transport (for instance, increasing the share of railway
transport and developing combined transport)
This objective provides a high quality physical platform for economic and social development
through investments into improving the quality of the environment and access to transport
networks.

IV: Balanced territory development

- Balanced regional development

- Development of urban areas

- Development of rural areas

- Regional Competitiveness and Employment — the Capital City of Prague.

- Territorial Cooperation.
The authorities plan to ensure balanced and harmonious development of the whole territory of
the CR achieved by mitigating disparities between regions and within regions. Economic growth
and an increase in employment will be supported by the use of natural, economic and socio-
cultural regional dissimilarities and their differentiated internal potential. At the same time,
respect for the variability of the geographical structure (population structure, hierarchy of towns,
types of rural area) will reinforce territorial and social cohesion.

In spite of the fact the concept of OSS/Points of Single contacts is not namely mentioned in the
NSRF, the four underlined priorities are the most important for implementation of the European
Service Directive in regions. Especially the 2nd Strategic Objective of the Czech NSRF
document’® "Open, flexible and Cohesion Society" namely includes the priority E: Smart
Administration, where a special attention is paid to implementation of the policies to
standardize procedures and to create a single administrative system, including the OSS model
(CzechPoints are mentioned namely). The responsibility for the implementation of public

1 http://www.strukturalni-
fondy.cz/uploads/documents/NOK/NSRF_en_170707_bez_zmen_db_fin.tabulka.pdf

127

- . pee— — /
@ancitel ) cescn  vysoBmarcgon  m— _ cjr) A weosomcr e irennee e -

e nimas S



r“;;\
ICHN OS

e e Pt

administration reforms in the CR was assigned to the Ministry of Interior, which will be
responsible for an integrated approach to the implementation of the activities. On the other
side, the Ministry of Industry and Trade, which is responsible for transposition of the
European Service Directive, should use Structural Funds in support of infrastructure necessary
for smooth operation of OSS.

Implementation of corresponding measures will be supported as a part of this priority both
through the ESF (“soft” activities, the development of human resources etc.) and through the
ERDF (material interventions, investment in “hard” infrastructure etc.)

The concrete Operational Programmes (there are 24 individual Operational Programmes in the
Czech Republic: 7 Thematic OP, 7 Regional OP, 2 Prague OP, 7 Transnational and territorial
Co-operation OP, 1 Technical Assistance OP) will be used for funding of different measures
corresponding to the context of OSS.

Support of the modernisation of the public administration will be administered mostly
via two thematic operational programmes:
- via priority axis Public Administration and Public Services of OP HRE (Human
Resources and Employment);
- and via priority axes Smart Administration and Increased Quality and Accessibility of
Public Services of the IOP (Integrated Operational Programme).
Both priority axes are closely linked to priorities B, C, D of the strategic objective Il of the NSRF.

Business environment and services in support of entrepreneurship can be co-funded also via
OP El (Enterprise and Innovation)

- priority axis 5 Business and innovations environment

- priority axis 6 Services for business development

Operational Programme for each region

The Regional OP NUTS 2 Southeast (ROP SE) has been planned as a consensus of two NUTS
3 regions (Jihomoravsky and Vysocina). It aims to improve traffic accessibility and integration of
the region incl. modernisation of public transport, support for the development of both tourism
industry infrastructure and services, preparation of smaller business parks and improvements in
living conditions in communities and in rural areas especially through quality enhancements to
the educational, social and health infrastructures. It forms approximately 2.64 % of all the
assets designated to the Czech Republic from EU funds.

The Regional OP Southeast consists of 4 priority axes which divide the operational program
into logical units that are further defined through "support areas" that determine the types of
project which can receive support within each priority axis. These taxis are:

Transport Accessibility

Development of Sustainable Tourism

Sustainable Development of Urban and Rural Areas
Technical assistance

There are also some national OPs, which can be suitable for funding a OSS project in the
region. The first one is the Integrated OP, which is managed by several Czech ministries. The
Integrated Operational Programme is focused on solving common regional problems in areas of
public administration, public service and regional infrastructure development: information
technology development in public administration, social service infrastructure improvement,
public health, employment services and services in the areas of safety, prevention and risk
solving, tourism industry support, cultural heritage, improvement in housing estate environments
and development of systems for the creation of local plans. It is expected to get a funding from
the Ministry of Industry and Trade, Ministry of Interior, within the 2nd priority axe "Improvements
in the quality and accessibility of public services".

The other national OP, Human Resources and Employment, might be available for covering of
expenses for education of staff of OSSs.
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