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Part 2: EXECUTIVE SUMMARY

The situation analysis in South-eastern Slovenia region deals with (eco)innovation in the
region, the methodology used, the introduction of South-eastern Slovenia region, the
investigation of specific characteristics of South-eastern Slovenia region, with an emphasis
on facts & figures concerning the (eco)innovation field , the investigation of existing

policies and initiatives adopted in thee (eco)innovation field in Slovenia and especially in

South-eastern Slovenia Region, the investigation of existing projects and programmes in

the scope of (eco)innovations in Slovenia and especially South-eastern Slovenia region, and
the analysis of the regional production system regarding (eco)innovation issues and
conclusions.

In the chapter oMethodology6 there is an explanation of the basic methodological approach
based on the study of various secondary sources (studies and databases) andthe primary
research among business entities.

In the chapter olntroduction of South-eastern Slovenia Regiond, the region is briefly
presented, with emphasis on the areas that are important for (eco) innovation. South
eastern Slovenia is with the largest region in Slovenia a t ot al ar e a. Tod 2,
biggest city in the region is Novo mesto. The population is on the increase due to a positive
net migration rate as well as the natural increase. The development of this region is
largely the result of industry (car industry, pharmaceutical indust ry, etc.) , as it created a
half of the gross value added in the region in 2006. The expenditure on research and
development (R&D) amounting to 2.7% of the regional GDP in 2006 underlined the
importance of R&D in the region. The main sources of financing we re business enterprises,
while among researchers the female gender prevailed (55.1%). This region belonged to the
half of Slovenian regions that had lower the registered unemployment rates compared to
the national average. However, the structure of the unemployed was less favourable since
more than half of them had the lowest level of education.  For the economy of SE Slovenig
it is typical that the industry is concentrated around the city of Novo mesto, which
represents a healthy economic regional centre. The number of small enterprises is below
average per capita in relation to other regions in Slovenia; this represents a potential for
growth. In addition, higher education in the region is still very limited and should be
encouraged. For a sustainable growth of the region , the growth of entrepreneurship and
the access to higher education should be supported. The region has considerable
(eco)innovation potential. Atpresent ,i nnovation potentials are wi
few and influential big busine ss systems on the other hand it is necessary to stimulate
(eco)innovation in the SMEs and other spheres more intensively .

In the chapter olnvestigation of the Specific Characteristics of South-eastern Slovenia
Region with an Emphasis on Facts & Figures Concerning the ( Eco)innovation Feld6 ,general
regional indicators, data, and (eco)innovation indicators are presented. An important fact

is that the region has the biggest area of all regions in Slovenia. For the economy of SE
Slovenia it is typical that the industry is concentrated around the city of Novo mesto,

which represents a healthy economic regional centre. The number of small enterprises per

capita is below average in relation to other regions in Slovenia. The region belongs to an
economically well developed region. In 2006 it contributed 5 .4 % o f Sl ovdhei ads
share being a bit smaller than the percentage of the population of the region in relation to

the national population).

In the chapter Olnvestigation of Existing Policies and Initiatives Adopted in the

(Eco)innovation Feld in Slovenia and Especially in South-eastern Sloveniad , ther is a
presentation of national policies where innovation is particularly encouraged with growing

Author:  Development centre Nov o mesto Itd.
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expenditure on R&D, but there is no effective implementation o f innovation support. For
Slovenia, innovation performance is just below the EU 27 average but the rate of
improvement is above that of the EU 27. Rel ative strengths, compar
average performance, are in human resources, finance and support to innovators. Trends
in research and development in the years (2005 -2006) indicate a positive shift, so that
Slovenia's development reduced the backlog in this area. The gross domestic expenditure
on R&D activity has been increasing in GDP since 2004, nost progress was made in 2006
when the share reached 1.59% of GDP. As a result Slovenia reduced the backlog in relation
to EU 27 average to 0.25%, which is so far the smallest difference. Slovenia has the largest
share of R&D in the national GDP among the new EU Member Sates. In this regard it is
moving faster than some of the old member states. The legal base for (eco)innovation i s
relative ly good; however, the implementation is less efficient.

On the regional level are set the following strategic devel opment priorities: Integration of
region inside and outside, Institutions for the development and transfer of knowledge,
Joint marketing and Greater development potential and quality of life. These strategic
policies are supported with implementation progr ammes and funds. However, there is lack
of regional support infrastructure.

In the chapter olnvestigation of Existing Projects and Programmes in the Scope of (Eco)
Innovations in Slovenia and Especially in South-eastern Slovenia Regiond , European
programmes and projects undertaken are presented.

Slovenian regions are relatively small in comparison with the regions in larger countries,
which is also reflected in the number of submitted EU projects. On the national scale |,
Slovenian entities have participat ed in various EU horizontal programmes in the last years .
Probably the most important were: 6 ™ Framework Programme (FP) - now they participate
in the 7" Framework Programme, EUREKA, INTERREG Slovenddtaly, IVC, IV B Alpine, IV B
Central and South-eagtern Slovenia Europe, VALOR, Leonardo da Vinci, Tempus, CIP and
Life+. The most important from the perspective of innovation and also ecology was
probably the participation in the 6™ Framework Programme, where Slovenia was at the
top among EU members inrelation to the population by number of proposals.

Participants from South-eastern Slovenia region have participated in the following (eco -
innovation) projects: Next Generation European Digital Passport with Biometric Data for
Secure and Convenient Boarder Passage, Extended Enterprise Management in Enlarged
Europe, Communications for Challenged Areas Architecture, Test beds and Innovative
Alliances (all FP6 and FP7), Hightrunk meadow orchards as an element of biodiversity
conservation and aesthetic values of landscapes, Project ZONET, Project World of Kolpa,
ARCHEOSITES® spAtial integRated enhanCement of arcHaEOlogical SITES (INTERREG
programmes), New Efficient Profiled Steel Sheeting For Composite Steel And Concrete,
Development Of Technology For High-Technology E-Construction Site, Use Of Regional
Potentials With Respect To Problem-Solving Processes In Production, MarketOriented
Flexible Assembly Processes (Eureka Assembly Strategy Cluster), Traceability Of
Engineering Information, New Generation Of 3d Integrated Passive Components &
Microsystems In Ltcc, Quality Control in The Production Line of Sandwich Panels With Ai
Method (EUREKA programme).

In relation with (eco)innovation , one of the strategic regional development priorities in the
region is the establishment of Institutions for the Development and Transfer of Knowledge
and other Greater Development Potential and Quality of Life.

Another strategic national project for South-eastern Slovenia region that also deals with
(eco)innovation is the 0 C o n stibnrofi @n economic centre of South -east ern Sl oveni .
located in the city of Novo mesto.

Apart from this strategic project , 23 other projects have also been supported, mostly
related to innovation in the industry with  an ecological component incorporated .

Author:  Development centre Nov o mesto Itd.
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Most ecology related project in the region are investment s in ecology infrastructure, eight
such projects were realised in the past financial period or are still running.

Individual local authorities promote the activity of small entrepreneurs with te  nders for
the financing of eligible costs associated with innovations. Where such projects are already
underway, the trend is shown in the increase of and quality of innovative proposals. Th ese
kinds of project s enhance development in other local communiti es and foster innovation
within the frame work of the region. Business innovators and entrepreneurs are also
stimulated to use support services (help with procedures to protect industrial property,
drawing up business plans and establish R & D links).

In the chapter 0Analysis of the Regional Production System Regarding (Eco)innovation
Issue® a market analysis regarding (eco)innovation is presented with an overall description
and preliminary indications of sectors/candidate areas for (eco)innovation within the
framework of the MEDOSSIC project.The following sectors were identified as the most
important from the (eco)innovation perspective: automotive manufacturing (assembling of
cars and production of parts for the automotive industry), pharmaceutical indus try of
generic drugs, plastics, metal processing for construction and various B2B industrial
markets, information and communication technology and development support of the
industry. In addition , real estate, construction, wholesale, retail and education are
important sector s regarding the number of companies in the region, but their
(eco)innovation potential is smaller.

South-eastern Slovenia is an industrially strong region with reasonably well developed
(eco)innovation activities. Key industrial player s are present on globalised international
markets and play an important role in the Slovenian economy as a whole. Still, there are
less innovative SMEs which would be a secure shelter for the local economy if some of the
big players moved the industrial pl ants to more cost-effective countries. Adding new
educational programmes to the exist ing educational programmes is a horizontal plan of the
strategic national project planned in the region, the so called Economic Centre of South-
eastern Slovenia. More atte ntion should be paid to transferring and implementing good
practices of (eco)innovation from successful large firms to smaller business entities. The
existing R&D facilities should be outsourced from SMEs to rationalise the amorti sation of
infrastructure a nd raise the local economy d roductivity. The passing foreign tourists at
holiday peaks should be stopped and invited to experience the natural beauties of the
region. Luxury tourism has a lot of potential and would bring higher value added services
to th e region.

Author:  Development centre Nov o mesto Itd.
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Part 3: METHODOLOGY FORTHE EXISTING SITUATION ANALYSIS IN
REGIONS

3.1. DEFINITIONS OF USED TERMS

Innovation

An innovation is the implementat ion of a new or significantly improved product (good or
service) or process, a new marketing method, or a new organi sational method in business
practices, workplace organi sation or external relation. The minimum requirement for an
innovation is that the pr oduct, process, marketing method or organi sational method must
be new (or significantly improved) to the firm.

Invention

An important distinction is normally made between invention and innovation. Invention is
the first occurrence of an idea for a new pr oduct or process, while innovation is the first
attempt to carry it out into practice (Fagerberg 2004).

For more information see:
http://ec.europa.eu/enterprise/poli  cies/innovation/glossary/index_en.htm

(Eco)innovation

It presents all forms of innovation activities resulting in or aimed at significantly improving
environmental protection. Eco -innovation includes new production processes, hew
products or services, and new management and business methods, the use or
implementation of which is likely to prevent or substantially reduce the risks to the
environment, pollution and any other negative impact of the use of resources throughout
the lifecycle of related activ ities.

For more information see:
http://ec.europa.eu/environment/eco  -innovation/what en.htm

Economic Sector

The economic sector is a part of a countoryd&g i eaomiercial, industrial and
financial activity, delimited either by public, corporate and private organi sation of
expenditures or by agriculture, manufacturing and service product types. It is meant as a
sector, which includes all business activities, profit or non -profit oriented.

For the needs of this analysis, the national regulation called the Standard Classification of
Activities (SKD 2002)s used, which is in terms of contents and structure in accordance with
NACE Rev. 1 classification (EU classification of activities). The Slovenian economic sectors
are divided into the following standard activities:

1C
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Activities

A+B Agriculture, hunting, forestry and fishing

C+D Mining, quarrying and manufacturing

E Electricity , gas and water supply

F Construction

G Wholesale, retail; certain repair

H Hotels and restaurants

| Transport, storage and communication

J Financial intermediation

K Real estate, renting and business activities

L Public administration and defence; comp. soc. sec

M Education

N Health and social work

O+P Other social and personal services

3.2. METHODOLOGICAL APPROACH

In order to attain the complete overview of the situational analysis and contribute to the
stimulation and enhancement of eco -innovation, we used the following methodological
approaches:

1. Review of Secondary Sources. The most valuable in this respect were regional
strategic documents. For the description of the national level, we used national
strategic documents like the Strategic Development of Slovenia of the Government
of Slovenia from 2005 and other documents. Some other studies on the European
level were also helpful (All relevant secondary sources are listed in the chapter
References and Sources).

2. Data Analysis. On the national level, we mostly used databases of the Statistical
Office of the Republic of Slovenia (hereinafter: SORS)and the Agency of the
Republic of Slovenia for Public Legal Records and Related Services (hereinafter :
AJPES) From the European perspective, the database of the innovation indicators
by the European Innovation Scoreboard was the most useful. We faced some

11
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Author:

obstacles in overcoming the different available data relative to the demand of the
methodology of the study.

Field Research. We conducted research in form of questionnaires with the most
perspective companies regarding (eco)innovations in the region. Their
responsivenessto our research was mostly weak .

12
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Part 4. EXISTING SITUATION ANALYSIS Bouth-
eastern Slovenia Region

Author:  Development centre Nov o mesto Itd.

13



Ref. No. 1G -MEDO08 -289 MEDOSSIC Existing situation analysis in South -eastern Slovenia

4.1 INTRODUCTION OFSOUTHEASTERN SLQENIAREGION

South-eastern Slovenia is the largest region in Slovenia wi t h t he total area of

The biggest city in the region is Novo mesto. The population is on the increase due to a
positive net migration rate as well as the natural increase. The region includes the
following municipalites: Nr n o méolgnjske Toplice, Ko n e,vKostel, Lo g ki
Metlika, Mi r n a Mékeomogd Trebelno, Novo mesto, Osilnica, Ribnica, Se miSfro d r a

P
hi

St r aGean,t j eGemejrupert, Gmarkjoe,fTkalamje TampH ui hceemb e r k

FIGURE 1: Photo of the Countryside in South-eastern Slovenia [18]:
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Typical features of the region include the land of the Karst with woodenware, the light red
wi ne Cyvitheerasca Beteni Jurij (Green George). The development of this region is
largely caused by the industry (car industry, pharmaceutical industry, etc.) , as it created a
half of the gross value added in the region in 2006. The expenditure on research and
development (R&D) amounting to 2.7% of the regional GDP in 2006 underlined the
importance of R&D in the region. The main sources of financing were business enterprises,
while among researchers women prevailed (55.1%). This region belonged to the half of
Slovenan regions that had lower the registered unemployment rates compared to the
national average. However, the structure of the unemployed was less favourable since
more than half of them had the lowest level of education. Population indicators are much
more favourable. In 2007, the region was still among the three regio ns with more than 10
live births per 1,000 inhabitants. According to the mean age of mother s at birth, women
here were the youngest. A fifth of them were younger than 25 and less than a tenth were
older than 34. The share of young people (aged 0-14) was still the highest in the country
(15.3%), although it was already lower than the share of old people (aged 65+). The mean
age of the population in South-eastern Slovenia is the lowest; in 2007, it was 3 years lower
than the mean age of the population in South-eastern Slovenia region [1].

14
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95.4% of all enterprises in the region are small (including micro enterprises). They employ
31,2% ofthe employed population in the region and create almost 20% of all income (16 .7%
of that in foreign markets). The number of middle size enterprises is close to equal with
the number of large size ones, but large size enterprises employ 52% of the employed
population in the region and create almost 71 .4% of all income in the region (71 .8% of that
in foreign markets) [2]. Among large size enterprises two stand out; Krka d.d. 8
pharmaceutical industry and Revoz d.d. dautomotive industry.

It is typical f or the economy of SE Sloveniathat the industry is concentrat ed of around the
city of Novo mesto, which represents a healthy ec onomic regional centre. The number of
small enterprises is below average per capita in relati on to other regions in Slovenia; this
represents a potential for growth. In addition, higher education in the region is still very

limited and should be encouraged. For a sustainable growth of the region , the growth of
entrepreneurship and the access to higher education should be supported.

1t
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4. 2. INVESTIGATION OF THE SPECIFIC CHARACTERISTICSSORTH
EASTERN SLOVENIREGION WITH AN EMPHASIS ON FACTS & FIGURES
CONCERNING THE (ECO)INNOVATION FIELD

4.2.1. General Regional Indicators and Data

European Innovation Scoreboard (EIS) 2007 for Slovenia

Data available from the European Innovation Scoreboard (EIS) 2007 (presented in Figure 2
and Table 1) show a mixed picture of Slovenia. The data on innovation activity, mainly in
the Entrepreneurship & Innovation section are missing, which relate s to the problem of
protecting the confidentiality of enterprises. Furthermore, relatively old figures on
patenting do not fully reflect the situation in the national innovation performance. Looking

at the more recent figures obtained from the SORS, the level of innovation activity in the
national terms is improving. In the year 2009 , there was a substantial growth of national
patent appli cation perceived, of more than 22% compared to the year before. A partial
reason for this increase might be financial and other measures adopted by the national
grants to promote innovation.

In manufacturing, 41.2% of enterprises report they were innova tion-active in the period
from 2004 to 2006 and among the selected services, 26.8% of firms A up from less than
20%i in the previously analysed period. Overall, 55.7% of innovation -active enterprises
report introducing both product and process innovation, 18.8% of them introduced new or
significantly improved product s and 22.6% report innovation of process. Once this data is
incorporated in the Scoreboard analyses, the overall position of Slovenia is bound to

improve. As for patenting, the new available da ta (45.5 patent applications registered at

EPO per million inhabitants) from the European Patent Office do not suggest any
significant improvement (2007 [18 ]). This is one of the areas where the Slovenian
innovation policy has not been particularly active [9].

On the other hand Slovenia has outstanding results in the area of lifelong learning , which is
also a part of the national priorities. The lowest and one of the most important indicators
of innovation performance is non -hi-tech oriented export.

1€
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FIGURE 2: European Innovation Scoreboard: Slovenia, Performance Chart by

Indicator [9]
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TABLE 1: European Innovation Scoreboard & Slovenia 2007

: : National

Innovation Indicator

level
1.1 New S&E graduates , age 2629 (new on 1,000 inhabitants) 9.8
1.2 Population with tertiary education (%) 21.4
1.3 Broadband penetration rate (% of population) 11.4
1.4 Participation in life -long learning , age 25-64 (%of population) 15
1.5 Youth education attainment level (% of population age 20 -24) 89.4
2.1 Public R&D expenditures (% of GDP) 0.35
2.2 Business R&D expenditures (% of GDP) 0.87
2.3 Share of medium-high-tech and high- tech R&D (% of R&D 89.3
investment in production areas) '
2.4 Enterprises receiving public funding for innovation n.a.
3.1 SMEs innovaing in-house n.a.
3.2 Innovative SMEs ceoperating with others (% of SME) 10.5
3.3 Innovation expenditures (% of sales of all companies) n.a.
3.4 Early-stage venture capital n.a.
3.5 ICT expenditures (% of GDP) 5.4
3.6 SMEs using organizational innwation (% of SME) n.a.
4.1 Employment in high -tech services (% of all employed) 2.87
4.2 Exports of high technology products (% of value of all export) 4.5
4.3 Sales of new -to-market products (% of sales of all sales) 7.4
4.4 Sales of new -to-firm not new -to-market products (% sales of 6.9
all companies) '
4.5 Employment in medium -high/high -tech manufacturing (%of all 8.5
employed) '
5.1 EPO patents per million population 50.5
5.2 USPTO patents per million population 7
5.3 Triad patents per million population 2.7
5.4 Community trademarks per million population 30.5
5.5 Community industrial designs per million population 51.5
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It is important to emphasize the understanding of the EIS concept. Higher productivity is
achieved when innovation effic iency is improved with the same amount of innovation
inputs; therefore, the more innovation outputs are generated or vice -versa, the less
innovation inputs are needed for the same amount of innovation outputs. Although
innovation is not a linear process wh ere inputs automatically transfer into outputs, it is
worth examining the differences in efficiency by assuming that efficiency can be defined
as the ratio of outputs over inputs. Innovation performance in the EIS is measured as the
average performance on both innovation inputs and innovation outputs. Efficiency analyses
between the different input and output dimensions show that for most countries there are
efficiency gains to be reached. In Figure 3 there is a detailed graph , which shows the
efficiencies of each EU 27 country. The picture shows a clear connection between results
measured regarding the dependencies of outputs by inputs and the EIS for each country.
The highest ranked countries are mostly innovation leaders and , on the other side, the
lowest ranked are those who are catching -up. Slovenia as a nation has a position in the
lowest quadrant, and it is near to Estonia, which both belong to moderate innovators. They
are both lacking the efficiency in intellectual property compar ed to other moderate
innovators of EU 27.

FIGURE 3: Efficiencies Between Innovation Inputs and Application and
Intellectual Property Outputs of the EU 27 [9]
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Regional Facts & Figures Concerning the ( Eco)innovation Field

Due to the smallness of Slovenia as a county we are facing the absence of some data
regarding innovation activities of individual regions. The first data  ever available of the
regional EIS or the so-called RIS for the EU 27 were scarcely accessible in mid December
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last year. In this report, the country Slovenia is divided in two cohesion regions: West and
East Slovenia. South-eastern Slovenia is included in the East Cohesion region, which is in
general less developed than the western part of the country; however , South-eastern
Sloveniais not a typ ical example. Due to the fact that we are missing some exact data on
the regional level, further analys es of the region should be made. An estimation of the
general analysis was made with the data available for the entire Slovenia, transferred to
the situation analysis of data presented in Table 2.

TABLE 2: Regional Review through EISInnovation Indicators

Innovation indicators Regional facts

INPUT DIMENSIONS

1. INNOVATION DRIVERS: higher results are related to more]
educated inhabitants in general There are only few knowledge centres (only in  Novo mesto).

Private expenditures in R&D are modest, those which exist
are concentrated in large companies (e.g. Revoz d.d., Krka
d.d., Trimo d.d, etc. Expenditures of R&D in SME are rare.
Public finance for R&D are not available on the regional
level, there are only national o r European financial
resources accessible.

2. KNOWLEDGE CREATION: higher results are related td
more R&D expenditures on every level of leaving and
working from private and public financial resources

The innovation culture in the region is concentrated in the
large enterprises. The in-house innovation in SMEsis poor;
collaboration between regional SMEs and R&D institutions is
weak.

3. ENTREPRENEURSHH&tter results are related to a more
stimulating  entrepreneurial  environment with  good
infrastructure , technology and modern process equipment

OUTPUT DIMENSIONS

1. APPLICATIONS:better results are related to a more | Only large companies in the region are more export
knowledge-based and hi-tech economy, which is more | oriented, mainly with mid-tech manufactures. Therefore ,
oriented t o internationalisation the professional level of employees is also more or less
linked to the mid-tech level of enterprises ddevelopment.

Larger companies are recognized by traditional brand names
which in some cases after the transition , renewed their
2. INTELLECTUAL PROPERTMetter results are related to a | appearance. Some brands are still strong locally and
higher number of registered IPR throughout in Slovenia, others like Krka d.d. are also well
known in Eastern Europe. Patents are rare and originating
mostly from larger companies.

If we summarize the observed data in the EIS and transfer them to the regional level as a
deductive estimation of the results, we could lay down a few premises. Table 2 shows
regional facts about innovation activities and presents a unified premise that R&D and
innovation activities are mainly based in large companies and are not present or only in a
very small proportion in SMEs. Because of the rigid business environment after the political
transition and the low rate of investment in the region from the national level,
entrepreneurs still seek for traditional businesses instead of looking for new business
opportunities. To establish a more dynamic business sector of SME in the region, a
significant boost of investments should be made in innovation activities in the economic
sectors where goods could be exported abroad or made more attract ive to foreign
investors.

2C
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4.2.2. (Eco)innovation Indicators

Ecoinnovation indicators measure progress, both regarding economic performance as well
as cost reduction and enhanced functionality, and the environmental performance, such as
the reduction of emissions and resource depletion and other environmental improvements.

Actual improvement should be measured at micro level, involving technologies, including
its upstream systems; goods and services, aswell as product systems covering their life
cycle and innovative behaviours, both by producers and consumers. As most incentives and
improvements are implemented through firms and sectors, performance measurement at
regional level is essential as well.

For detailed eco-innovation situation analysis, two types of eco -innovation in dicators
should be distinguished:
1. the actual economic and environmental performance,
2. the indirect indicators capturing the factors conducive to eco -innovation, such as
driving forces, ranging from having an in-house eco-innovation manager to the
general eco- consciousness.

Since we are facing a lack of detailed data through out the analysis, find ing data about
(eco)innovation is even more difficult . The data are missing on several levels: micro
(enterprises), mezzo (regions), macro (country). Yet, Slovenia does not collect the data

which comprehend the so called Environmental Accounts which are an important part of

the National Accounts. To gain a general perspective of the actual situation in eco -
innovation, assumptions will be made on the available data.

1% Group of Eco-innovation Indicators: the Actual Economic and Environmental
Performance

TABLE 3: General Regional Indicators [1]

General indicators Data Comments
Surface (in kmz) 2,675 [The region is the largest in Slovenia.
Regional population 141,547 IThe regional population is an average

lone among Slovenian regions.

Slovenia is a relatively small country,
hich is among the main reasons for
Country population 2,025,866 other Slovenian regions also being
small in their size compared to some
other European countries.

IThe percentage of the regional
6.99% population is an average one among
ISlovenian regions.

Percentage of regional population on
country total population

Population density is the third lowest

Population density 52.9 . .

lamong Slovenian regons.

IThe number of municipalities within
Number of municipalities within the region 20 fhe region i s alittle below the average

number of municipalities in Slovenian
regions.

It is specific for this region that large
size enterprises employ 52% ofthe
employed population in the region,
among these two stand out; Krka d.d. 9|
pharmaceutical industry and Revoz
d.d. dautomotive industry that employ

| substantial part of all employed
persons.

Number of persons in employment (active

’ 55,885
population)
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IThe percentage of persons in
Percentage of persons in employment 39.48% employment reflects the demographic
situation in Slovenia.

IThe number of persons in paid
49,681 employment is 11% lower than number
of persons in employment.

Number of persons in paid employment
(working population)

IThe percentage of persons in paid
employment reflects the demographic
Situation in Slovenia @it is close to
average.

Percentage of persons in paid employment 35.10%

Percentage of companies in region by size:

Data for micro enterprises are not
a.) Micro n.a. available and are included in the
category of small enterprises.

Micro and small enterprises employ
31.2% ofthe employed population in
the region and create almost 20% of all
income. Most of 3,803 small

entr epreneurs (2,921 or 78.4% of all)
employ only one person or less.

b.) Small 95.4

The number of middle size enterprises
c.) Middle Approx.2% is close to equal with the number of
large size ones.

Large size enterprises employ 52% of
the employed populatio n in the region
and create almost 71.4% of all income

in the region.

d.) Large Approx.2%

GDP Data Comments

[National GDP has been growing in the
ast decade; however, data for 2009
should be around 8% lower than the
presented number (valid for 2008).

National GDP in EUR (current rate) 37,126 mio

Due to the evolved industry this region
represents better developed regions in
comparison to other regions in East
Slovenia.

Regional GDP in EUR (current rate) 2,008 mio

IThe percentage of the regional GDP in
national GDP is a bit smaller tha n the
percentage of population of the region
In relation to the national population.

Regional GDP in % 5.41%

IThe same comment as for the national
National GDP per capita 18,196 IGDP current rate goes for the national
IGDP per capita.

Regional GDP per capita with only
11,347 or 62% is considerably lower
than the national one and presents
problems with the development of the
regions, except for the central
Ljubljana) region.

Regional GIP per capita 14,186

IThe same comment as for the regional
Regional GDP per capita in % 78% IGDP per capita goesfor the regional
IGDP per capita in %.

In relati on to its population , South-eastern Slovenia has a reasonably high percentage of
expenditure on R&D (Table 4), a large share of that originate s from business companies
(the large pharmaceutical company Krka d.d. represents a large share of it ). Analyses show
very large discrepancies between the sources of financing R&D between regions. The
absence of centres of knowledge (universities and main state founded ins titutes) in South-
eastern Slovenia also means substantially smaller amounts of government funds available.
A relative ly large share of female researchers originates from the strong pharmaceutical
industry in the region.
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TABLE 4: Main Innovative and Research Indicators of Slovenian Regions [1]

leto Slovenija Pomurska Pocravska Korotka Savinjska Zasavska  Spodnje- South-east Central Gorenjska Inner-  Goritka Coastal-

Year  Slovenia posavska Slovenia  Slovenia Karst Karst
2006 16 0,2 0,6 03 1,0 09 01 2,7 25 20 04 13 0,2 Gross domestic expenditure on R&D
(as % of regional GDF)
Gross domestic expenditure on R&D
2006 1000 0,6 54 0,5 73 08 03 11 574 10,7 04 46 08 total (%)
by sources of financing
2006 59,3 724 27,2 91,0 85,4 94,1 68,0 98,6 N4 934 91,8 837 842 business enterpnise (%)
2006 34,5 39 65,6 9,0 10,8 46 317 14 49,7 46 6,6 14,2 128 government funds (%)
2006 03 - 2,1 - - - - - 0,2 04 - - 02 higher education funds (%)
2006 0,2 231 0,1 = 0,1 - - - 0,0 0,0 - - - pnvate non-profit organisations (%)
2006 58 0,7 50 = 3.6 13 03 0,0 8,6 16 17 2.1 28 funds from abroad (%)
2006 1000 0,6 104 0,6 5.2 12 0,1 35 64,9 638 08 4,0 1,7 Researchers by region” (%)
2006 331 13,2 28,6 333 28,0 18,1 66,7 55,1 36,7 14,0 8,7 19,8 28,7  Female researches”
(as % of all researchers in the region)
2006 20,0 48 32,2 17 3,9 16 53 42 26,8 37 - 9,9 9,0  Researches with Ph.D among
all R&D personnel” (%)
2006 18,9 - 173 5,6 3,0 14 16,7 14 24,7 38 - 84 79  Postgraduate students” (as % of all
researchers in the region)
2006 14,7 4,2 13,0 4,0 6,9 9,0 1,5 138 20,5 10,3 11,5 10,8 84  Average number of researches
per research organisation
2006 18 5.5 12 7,2 2,8 06 23 35 14 14 05 59 11 Average number of research projects
per researcher?
2006 26,1 23,2 15,8 289 19,0 56 35 479 29,6 14,3 6,0 63,6 93 Average number of research projects per

research organisation?
2006 67,5 87,6 70,0 93,8 84,0 889 571 66,6 67,8 68,8 100,0 46,7 613  Applied research (as % of total research)

As can be seen from Figure 4, the share of innovation active enterprises in South-eastern
Sloveniais close to the Slovenian average.

FIGURE 4: Main Innovation Active Enterprises in the Slovenian Regions [1]
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2" Group of Eco-innovation Indicators : the Indirect Indicators Capturing the Factors
Conducive to Eco-innovation

The indirect indicators, which include the factors conducive to eco -innovation are:
- the environmental investments regional indicators,
- the regional business-opportunity analysis.
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TABLES: Environmental Investments Indicators [1]

Leto

lja Pomurska Podravska Korotka  Savinjska  Zasawvska  Spodnje- Sputh-east Central Gorenjska  Inner- Goriska  Coastal-

Year posavska Slovenia  Slovenia Karst Karst

2006 0,9 1.9 1,0 2.2 1.9 39 0.6 04 05 04 04 0.7 0,8  Gross fixed capital formation for
environmental protection a5 % of regional GDP

2008 57 10,8 5.8 16,9 12,4 355 44 1.6 3,1 6,6 2,6 49 4.1 Gross fixed capital formation for

environmental protection as % of total
gross fixed capital formation

Gross fixed capital formation for
environmental protection by purpose™:

2006 1000 81 14,0 67 232 6,3 18 2,8 19,9 1.3 09 40 45 total (%)

2006 284 1.5 1.8 5.3 52 2,0 08 04 6,1 29 0.1 1.1 13 protection of air and climate (%)
2006 37,6 4.9 80 0.8 8,0 2,6 0.7 1,9 46 30 05 0.7 1,9 wastewater management (%)
2006 19,6 1.2 33 0.2 5.6 1.2 03 0,2 51 049 0,2 06 0.8 waste management (%)

2006 14,3 05 0.8 03 45 05 0,0 0.3 41 1.1 0.1 16 05 other? (%)

Environmental investments regional indicators can be seen in Table 5. Gross fixed capital
formation for environme ntal protection represent only 1 .6% as % ftotal. Thus, we
conclude that ecology -driven investments in the region are relative low. Those investments
were used in majority for wastewater management.

The regional businessopportunity analysis comprises generally observed data and has a
double role, as a scan of the opportunities situation and as recommendations. A detailed
analysis of that kind should be done in the further progress of the MEDOSSIC project.

The businessopportunity analysis is horizontal and concerns all business sectors:

e Suppat for development of new technologies in SMEs through technology
procurement and aids at national and regional level,

e Support to increase the uptake of existing products and services, with their
significant improvement by using eco -innovation,

¢ Incentives targeted at shortening replacement/production cycles

e Exemption from local taxes when invest ing in eco-innovation projects,

e Utility demand side management approaches to increase the use of eco-innovation
products and services at usersdside.

In general, t he eco-innovation indicators analysis of the region exhibit s a modest presence
of innovation culture in SMEs and not high in -house innovation. The collaboration with R&D

institutions is undernourished and needs a significant push -up in the future, using a

disposable national or/and EU aid to start new projects. The region should endeavour to
establish a small but effective investment fund , which would enable a seed capital for

young start-up companies in the region, mainly oriented in development and implem enting
(eco)innovation projects. People in the region are striving for  a better living standard . Rich
natural heritage and intact nature offer good environmental conditions for  exploiting new
business opportunities.
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4.3. INVESTIGATION OF EXISTING POLES AND INITIATIVES ADOPTED

IN THE (ECO)INNOVATION FIELD IN SLOVENIA AND ESPECIALLY IN
SOUTHEASTERN SLOVENIREGION

4.3.1. National Level

4.3.1.1 (Eco)innovaton Policies

Outline of Policies and Distribution of Resources in Innovation Areas in Slovenia:

With the accession to the EU, Slovenia found itself on the evolutionary turning point where
traditional approaches to increase competitiveness, such as encouraging foreign direct
investment and cost depletion are losing their importance. For further developme nt,
approaches that promote the innovative capacity and competitiveness through innovative
products have become important. In the last years a large progress was made in the area
of support to innovations. At the same time, the problem of Slovenia as a EU country is
that it has not prepared a National system of Innovation (NSI). Slovenia has fragmented
support to the needs of the business and regions, and to some degree it also has
uncoordinated actions of actors for a supportive development environment. One of the
problems is also the orientation of the education system in the labour market to "job
takers”, and not to "job makers". Based on the estimations of various international
researches, Slovenia is based on the lower end in the EU in regard to the inn ovative
capacity and even placed at the last place in regard to the cooperation between the
industry and the research sphere [4].

However, Slovenia is making progress in certain indicators, particularly in the area of
increased business R&D investment . Business sector R&D investment accounted for more
than 60% of total R&D costs [8]. In spite of several measures introduced to overcome this,
the general perception of the lack of cooperation between public research and the
business sector remains and as suchrepresents one of the main challenges for innovation
policy. Given the rate of public R&D expenditure (as a share of GDP) close to the EU 25
average (ranked 9"), the key challenge of the Slovenian Innovation System is the
insufficient rate of commerciali sation of research activity exemplified by the extremely
low, although improving, rates of patenting (particularly by the public/academic sectors).
Even in terms of new-to-firm products Slovenia performs very poorly (29 %of the EU 25
average, ranked 21% in the EU25).

For Slovenia, innovation performance is just below the EU 27 average but the rate of
improvement is above that of the EU27( 8 ) . Rel ative strengths,
average performance, are present in human resources: lifelong le arning and young
education as well as finance and support to innovators: public and private R&D
expenditures [9].

Trends in research and development in the last two years (2005 -2006) indicate a positive
shift, and Slovenia's development reduced the backlog in this area. The gross domestic
expenditure on R&D activity hasincreased in relation to the GDP since 2004, most progress
was made in 2006 when the share reached 1.59% of the GDP. After 2003 the growth of
expenditure on R&Din Slovenia has been higher than the GDP growth. At the same time,
R&D expenditure as a proportion of GDP in OECD and EUn countries has stagnated in this
period. As a result, Sloveniareduced the backlog in relati on to the EU27 average to 0.25%,
what is the smallest difference sofar. Slovenia has the largest share of R&Din the national
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GDP among the new EUMember Sates; in this regard it is moving faster than some of the
old Member Sates (Table 6). Notwithstanding the already mentioned favourable
developments for achieving the Barcelona target of 3% in GDP, Slovenia is likely to require
a longer period than it was originally indicated in the development documents. Positive
changes are also reflected in the structure of funding R&D towards strengthening the role
of the business sector, which is a result of the economic measures policy. The largest real
increase in expenditure on R&D in 2006 was made by the business sector (22.6%).
Furthermore, the business sector is the largest investor in R&D (59.3%) however, in the
most advanced EU countries where the total expenditure on R&D is much higher than in
Slovenia, the business sector financed even a much larger share of investment in R&D[9].

TABLEG6: R&D Expenditure in EUR mio in 2006 and Annual Average Growth Rate
2001-2006, by Sector of Performance, EU27 and Selected Countries

In conjunction with strengthening the business sector expenditure on R&D, the share of
employed researchers in business sector is also in gradual increase . However, the share
of employed researchers in the business sector is still significantly lower than the EU
average, where the share of researchers in the business sector reaches almost 50%.

Slovenia has in recent years made progress on investment in R&D activity; however,
challenge for the future re mains raising efficiency of use of these funds. In recent years,
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