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1. CHAPTER 1: RATIONALE AND JUSTIFICATION FOR USING
IC METHOD IN THE KOSICE REGION

1.1. APPLICABILITY OF IC METHOD TO SMALL AND MEDIUM-SIZED COMPANIES

IN THE KOSICE REGION
Author: Mart Kivikas, Wissenskapital

Soft factors like company culture, leadership, skills, customer relations and internal
communication are usually factors, which are more important for business success when
a business is smaller. Nevertheless, in the current system of accounting there is no room to
evaluate these factors. The selected intellectual capital (IC) method is today the most used
method to evaluate these factors in Europe. Although developed in the German speaking
countries, it has also been used in countries like Spain, Poland, the Netherlands and now
Slovakia. The IC factors have been selected as being the most relevant ones for use since 2003
when the IC method was developed. Moreover, use of the same definitions creates space for
benchmarking. However, an adaptation of the method to the local standards and language is
always recommended and thus it is also part of the LEGEND project.

In the world where market conditions change rapidly, a small and medium-sized enterprise
(SME) may have to change its business model within a couple of months. The reason may be an
economic downturn caused by heavy economic losses in the USA between 2008 and 2009 in
which Kosice SME had no stake, but which influenced them. Another example can include a loss
of a big account customer which decides to move all business outside Europe. A bigger company
usually has more resources to identify these trends early enough and has better connections to
banks and politics. A local small and medium-sized company, on the contrary, cannot afford this.

Therefore, the intellectual capital statements (ICS) of SMEs must focus on what they can
influence. This should include mainly their internal organisation and partially also their
customers and suppliers. The ICS visualizes these factors and how they correlate to the
company business success. It is thus of great importance to provide an entrepreneur with an
agenda containing a short list of priorities for management action points. With a toolbox, those
IC factors and the decided action points are put on paper which makes them possible to control
and monitor whether or not the identified actions have a positive effect on the results. The
LEGEND project provides a unique effort to bring the IC method to Slovak SMEs as a tool
that could be used in small business development, consulting and/or professional
training of SME managers.

1.2. APPLICABILITY OF [C METHOD TO OTHER PARTNERS IN THE KOSICE REGION
Author: Roswitha Wiedenhofer, FH JOANNEUM, University of Applied Sciences

Today universities are facing several big challenges. Decreasing birth rates in some parts of
Europe, new emerging markets of students in BRIC countries, increasing competition for
students, budgets and research funds, new digital forms of learning and teaching styles (...) also
challenge the management of higher educational institutions and imply adaptations in planning,
organizing and profiling - generally spoken in its strategies and future design.



It was already in the 1990s that certain awareness for some reforms within the higher
educational sector (at least in German-speaking countries) emerged. “New Public Management”
approaches form the theoretical background for a strengthening of decentralized freedom of
action and at the same time implementation of performance-based steering instruments at
universities. New forms of organization and legal structures evolved and multifold indicators
were implemented due to the increased autonomy level of HEIs that now have to manage their
own affairs.

For years now, the significance of strategic management at higher educational institutions has
been increasing. Although it is quite evident that “classical” strategic management approaches
do not work in this specific type of organizations - as it is potentially suggested in checklists and
process charts of management handbooks - HEIs’ main inputs and outputs are intangibles that
are not accordingly measured by traditional accounting systems (Leitner et al.,, 2013, p. 9).

This is based (among others) on the fact that the management of universities always has to
handle the “balancing” act of steering an autonomous body in terms of freedom in research and
teaching (and corresponding culture and structures, e.g. the academic council) and a mostly big
enterprise with several strong groups of stakeholders at the same time. That means that a high
degree of participation in decision structures and a stakeholder-oriented and integrative
management style is important for the acceptance of overall strategies. Therefore, a common
understanding and common university-business-model-oriented language of all stakeholders
(internal as well as external) is a necessary prerequisite for any further organizational
development.

Since a sustainable competitive base within a region is only given by a good interaction of
different actors of a regional innovation system, this “language” must also be transferable and
exhibit suitable interfaces to other external actors - such as companies, public and policy
institutions. The increasing level of cooperation between HEIs and businesses also contributes
to this. The chosen IC approach serves this purpose and can be transferred to and between
the different actors within an innovation system.

Further on HEIs are outstanding in terms of importance of qualified staff and its competences
which by far excel the importance of any other tangible resource. A sole balance sheet will not be
sufficient as means of presentation and basis for steering such resources. Leitner et al. (2013, p.
9) lists some additional reasons for HEIs to get involved with ICR:

e HEIs are operating in a non-profit environment and IC management helps them to adapt
their university management focus to the needs of this environment and to depict &
acknowledge their intellectual resources in a better and structured way.

e The measurement of HEIs in the sense of ICR could help HEIs to open themselves to the
broader public and to get rid of the old “ivory tower” image.

e Human Resource Management (HRM) is an important success factor for organizations
from different sectors. Especially for HEIs, it is important to provide an adequate
environment that supports the creativity of their staff and students. ICR addresses these
organizational factors by assessing the structural capital.



Thus the concept of Intellectual Capital and suitable driving factors and/or indicators is
genuinely suitable for those knowledge intensive, stakeholder-oriented institutions,
which serve, develop and “produce” the new knowledge professionals for our society.

References

Leitner, K. H./Elena-Perez, S./Fazlagic, ]./ Kalemis, K./Martinaitis, Z./Secundo, G./Sicilia, M.-
A./Zaksa, K. (2013): A Strategic Approach for Intellectual Capital Management in European
Universities: Guidelines for Implementation, Research Paper, 2013

2. CHAPTER 2: ANALYSIS OF THE KOSICE REGION ACCORDING
TO THE IC MODEL

Authors: Lubomir Billy, Viera HoleSovd & Daniela Olejdrovd, Centire and Miriam Braskovd, Kosice
IT Valley

2.1. INTRODUCTION OF THE KOSICE REGION

Throughout this report “the KosSice region” is mentioned as a geographical scope of the main
impacts expected to be achieved through implementation of the LEGEND project. However, it is
important to provide a detailed explanation concerning the region which is subsumed under the
generic term of “the KoSice region”. The KosSice self-governing region is the second largest by
population after the neighbouring region of PreSov. It is the fourth largest region of the Slovak
Republic by surface area. Historically it lies on the territory of the regions of Spis, Gemer, Abov
and Zemplin and together with the PreSov region they form the region of Eastern Slovakia. The
city of KoSice is the administrative, cultural, educational and political centre of the region. It is
the Slovakia's second largest city with a population of 240,000 which represents a third of the
population of the region. The KoSice region has 440 municipalities, of which 17 have received the
town status. The population reached a total of 794,025 inhabitants in 2012, representing thus
14.7% of the total population of Slovakia.

From a territorial perspective, the KoSice and PreSov regions are understood to be separate
territorial units - two out of the total number of eight self-governing regions in Slovakia.
However, when taking into consideration broader regional development, the KoSice and PreSov
regions are often being viewed as a single unit because they share similar features, structures
and regional development indicators. Therefore, in the LEGEND project, the term “KoSice
region” will include primarily information on the KoSice self-governing region but also
relevant data on the Presov self-governing region if applicable.



Figure 1: The geographical scope of the “Kosice region” in the LEGEND project (includes partially
also the Presov self-governing region) — highlighted in red colour?!

2.2. RATIONALE FOR APPLYING THE IC METHOD TO THE KOSICE REGION

As presented in the previous sections, the intellectual capital method is used widely by higher
education institutions, small and medium-sized enterprises or research institutions
internationally. In general, the intellectual capital consists of the identified types of capital
(human, structural and relational). Each of them comprises a set of relevant factors that can be
considered crucial for innovation growth. The set of the driving factors within a system or a
region combines a micro and a macro view. In such a case the innovating organization
represents the “micro” world and the environment the “macro” environment. Therefore, in the
following section our focus will be to present the “macro” perspective on the KoSice region and
its analysis from a vantage point of the intellectual capital factors.

In the process of preparing the regional analysis, initially, the relevant factors were selected on
the basis of Wiedenhofer (2012) by representatives of the project partners, namely
Wissenskapital and FH JOANNEUM. Subsequently, the information on the KoSice region was
compiled by Centire and KoSice IT Valley. It is important to note that the regional analysis was
conducted in parallel with the national analysis of Slovakia which served as a background
material (for details see Annex 1). The analysis of the national context was developed in close
collaboration with Jan Papula and Jana Volna from the Faculty of Management of the Comenius
University in Bratislava.

Since the main project aim is to contribute to the increased use of knowledge by SMEs in the
KoSice region, the main focus was on identifying the adequate resources when developing the
analysis. It provides an up-to-date and comprehensive overview of data regarding the
innovation status of the KoSice region and its development potential. This information provided
a basis for adjusting the IC method to the local context of the KoSice region which is presented in
Chapters 3&4. The regional analysis of the KoSice region comprises the following factors within
the three main types of IC capital:

1 Source: http://www.kranimex.sk/new/vychodne.gif



Human capital
Qualified staff on the regional labour market

Professional expertise (of potential employees) / educational standards

Leading figures and stakeholders

Structural capital
Technical framework

Scientific facilities

New technologies
IP Rights

Innovation and R&D budget within the company

Geographic proximity of organisations

Internationalisation

Trust, conventions and cultural aspects

R&D funding (programmes)

Institutions for knowledge transfer and support

Traffic facilities and local public infrastructure

Organisational structures for R&D and innovation

Relational capital

Cooperation with
Cooperation with

economic partners
university partners

Cooperation with funding institutions from the private as well as public sector

»~Weak ties” (suggested focus on the cooperation of the region with others)

Relations to national governmental institutions and policy makers

References
Wiedenhofer, R. (2012): ‘Key drivers of technological innovation: intellectual capital view
approach’, Int. J. Transitions and Innovation Systems, Vol. 2, Nos. 3/4, pp. 283-301

2.3. ANALYSIS OF THE KOSICE REGION ON THE BASIS OF THE IDENTIFIED
[C FACTORS
FACTOR DEFINITION DATA

Z>zZ2CT

-0

1. Qualified
staff on the
regional labour
market

This factor describes the available
number and the relevant
qualification of specialised staff
available on the regional labour
market.

To achieve this, a sufficient
number of educational
institutions in the region, which
offer a corresponding study

Except primary and secondary
schools in the KoSice region, there is
a cluster of strong universities
located in the city of KoSice - Pavel
Jozef Safarik University, KoSice
University of Technology, Theological
Faculty of Catholic University in
Ruzomberok, University of
Veterinary Medicine, Faculty of
Business Economy of the University
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T programme, are necessary. of Economics in Bratislava and the
A private university — Vysoka skola of
L Security Management. Students have
opportunity to choose from more
than 300 different study programs.
Expenditures on research and
development are still low. There is a
lag compared to average
For planning and implementation | expenditures of Western European
of innovation and R&D projects, countries and likewise the given
2. Professional | a sufficient number of specialized | proportion on 3% of GDP, given by
expertise (of employees are necessary in the the EU is not met. But referring to the
potential companies. For a long-term last years, a positive trend, where
employees) / commitment of employees and expenditures on national and
educational the development of a pool of regional level (KoSice region) have
standards skilled personnel, career been increasing, can be seen. The
opportunities and incentive main sources of finance include
systems should be implemented. public funds; the proportion of
private sector expenditures on
research and development in the
KoSice region is lower.
A regional innovation system
. . encourages the rapid diffusion of
This factor describes the role of . :
L knowledge, skills and best practice
. leading figures (entrepreneurs, .y :
3. Leading e L . within a geographic area larger than
figures and Politicians an.d §c1entlsts) with a city, but smaller than a nation. The
stakeholders regard to their 1r1ﬂu.ence on the KoSice Self-governing Region is in the
shape of a RIS (Regional . .
innovation system). processlof preparing the Regional
Innovation Strategy of Smart
Specialisation by 2020.
TECHNICOM - In the future
University Science Park will
stimulate, develop and provide
For diverse R&D and innovation support mainly for applied research.
1. Technical gctivities technological. It willfimplement effective lgnoxl/vledge
infrastructure | infrastructure (measuring and transfers, products and technology
testing equipment, labs, IT...) transfers between universities,
S must be disposable within reach. | research institutions and companies
T in the marketplace based on mutually
R beneficial cooperation. It will also
U contribute to the development of
C innovation-based companies in the
T form of "spin-offs" or "start-ups".
U (2014)
R MEDIPARK - Biomedical university
A science park as a high-quality centre
L For diverse R&D and innovation for applied research and a centre for
activities scientific infrastructure | the implementation of results into
C | 2. Scientific (measuring and testing practice in the field of biomedicine at
A | infrastructure equipment, labs, IT...) must be both the national and international
P disposable within reach. levels (realization in June 2015).
I There are also special laboratories
T available within university premises
A and departments of the Slovak




Academy of Science located in KoSice,
but there’s not general information
on available HW. The most important
lab is Promatech - the research
centre aimed at the new progressive
materials.

3. New
technologies

This factor stands for the
implementation of new
Technologies and technology
transfer in companies. The
acquisition of technologies can be
done by own developments,
purchasing technologies or
patents, mergers and acquisitions
or in course of cooperation.

The aim of former Regional
Innovation Centre: creation and
diffusion of innovations, regional
management of innovation. The
special offices were established (at
the UNIs - TUKE, UPJS); both offices
are in the process of carrying out an
internal audit, mapping of R&D and
technology transfer possibilities with
UNIs. The Technology transfer is
basically realized via the
Competitiveness and Economic
Growth OP and Research and
Development OP.

The KoSice Self-governing Region is
a successful recipient of financial aid
from the EU structural funds. During
the 2007-2013 programming period,
there have been 977 projects
implemented, with a value of 968
million EUR in different fields within
the region.

Figure 2: Usage of financial resources in the KoSice region according to
the operational programmes in 2007 - 2013. 2

B 0P Information society

M 0P Competitiveness and
Ecanomic Growth

M 0P Research and development

B 0P Education

B OP Environment

B OP Transport
OP Employment and social
inclusion

OP Health Zdravotnictvo

Regional OP

2 Source: www.nsrr.sk
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4. IP Rights

The availability and protection of
intellectual property rights is
important in this context. This
should be a factor under RC -
Protection of IP rights.

Figure 3: Evolution of a number of
registered patent registrations in
Kosice between 2005 and 2009

2005 | 2006 | 2007 | 2008 | 2009

3,42 2,33 5,00 3,00 2,00

TUKE: TT Office is also focused on
protection of intellectual property
(UCITT)

5. Innovation
and R&D
Budget within
the company

For implementation of the
innovation and R&D projects a
corresponding budget must be
provided. The necessary amount
should correspond to the
corporate strategic positioning
(e.g., technology leader) and can
be part of an innovation strategy.

Such a budget is allocated mainly by
medium-sized and big industrial
companies in the region.

6. Geographic
proximity of

The geographic proximity of
organisations and local to
regional factors are of high
importance in many industrial
site models and are partly seen as

The KoSice IT Valley cluster
cooperates with SMEs, other clusters,
international and foreign partners,
public sector. Besides the KEITV
cluster whose aim is to create
suitable conditions for the creation
and development of ICT centre, two
other technological clusters operate
in the KoSice region. AT+R cluster
focuses on the automotive technology
and BITERAP aims at offering the ICT

organisations key factors for the success of support for the processes in the
: o . public sector and control processes
companies within these regions. : ) :
(Clusters and centres of demanding higher level of security. In
, the neighbouring PreSov region the
excellence are potential examples s 1
which could be mentioned within Energeticky klaster (Energy cluster)
this context) promotes the use of the renewable
' sources of energy. The tourism
clusters are represented by the city
cluster of tourism - KoSice Turizmus
(KoSice Tourism) and cluster
Turizmus tatranského regionu
(Turism of the Tatra region) localized
in the PreSov region.
There is international cooperation on
the level of universities (TUKE, UPJS),
Internationalisation leads to region, city and the KoSice IT Valley
7. global competition, enhanced cluster.
Internationalisa | competitive pressure and at the TUKE internationally cooperates
tion same time to a decrease of the with the countries of EU (mainly

development time of new
technologies through increased
interdisciplinary cooperation.

Czech Republic, Germany, France,
Italy, Poland and Spain); it
collaborates also with non-EU
countries (e.g., USA, China, Russia).
Within the LLP - Erasmus, the

11




university has cooperated with 124
partner universities from 21 different
countries.

UPJS has a contract with universities
in Europe, America (USA, Mexico)
and Australia.

The region works closely with the
V4 countries. Moreover, there is
cross-border cooperation with
Hungary (and Ukraine).

Businesses in the field of ICT
produce mainly for export. Local
customers are not so common.

Figure 4: The biggest and the most important foreign companies and

employers in the KoSice region

. Number of

Company Ownership
employees
U.S. Steel Kosice USA 12 860
Yazaki Wiring Japan 3400
Technologies
T-Systems Slovakia Germany 2592
Embraco Slovakia Brazil 2000
U-Shin Slovakia, s.r.o. Netherland, 1268
Germany

8. Trust,
conventions
and cultural
aspects

This factor stands for non-
formalised norms, rules,
conventions, habits, traditions as
well as trust, which arise from
social interactions in the long run.
These values are bilaterally
accepted and reproduced by all
actors.

In contrast to other OECD countries,
cooperation between the business
sector and research at the
universities or Slovak Academy of
Sciences is insufficient.

Before 1918, only 20% of people
living in KoSice on average declared
Slovak language to be their mother
tongue. There was a mix of nations
during the history of KoSice -
Hungarians, Slovaks, Polish, Jews,
Germans and Romanies. On account
of these various nations living in one
place, Kosice is today well-known as
a city of tolerance.

The significant impact on the
mentality of Slovaks, their habits and
culture, has a strong catholic religion
and post-communist history. Slovakia
had been for a long time confined
from the surrounding world; the
situation started to change after
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1989. Anyhow, “the old generation”
is still conservative and afraid of new
things.

There is still a silent tension between
east and west Slovakia, especially
between Kosice and the capital
Bratislava, due to a different
atmosphere, salaries, employment
opportunities etc.

9. R&D Funding
(programmes) -
which are
regionally
available (could
also be national
ones, from
which the
region takes
benefits) and
fiscal incentives
for R&D

This factor encompasses all kinds
of direct R&D funding, such as
diverse structural and thematic
programmes on a regional,
national and international (EU)
level.

It is possible to obtain:

¢ Funding on the national level
(VEGA, KEGA, APVV schemes)

e EU Structural funds

e EU / other international funds
- ERDF, cross-border
cooperation, Visegrad fund

e EU community funds - FP7,
H2020, LLP, Erasmus+

Funds to support R&D on a regional
level (KoSice region) do not exist.
There is also indirect support in the
form of policies, strategies, and
planned premises for the regional
innovation centre, but not direct
funding of R&D.

There are examples of cooperation
between university and business with
even significant results (products to
market), but no mapping or
systematic approach has been
implemented so far.

10. Institutions
for knowledge
transfer and

Knowledge transfer institutions
offer and coordinate supporting
measures, consult and organise
dissemination, networking and
matchmaking, etc. Beyond this

Chambers of commerce - Slovak
chamber of commerce and industry,
other chambers of commerce
(American Chamber of Commerce)
SARIO - has a regional office in
KoSice

Clusters - IT Valley, Cluster AT+R

support regional or national state Regional innovative centres - in
organisations also support export | KoSice, PreSov - private activities
(e.g. from the KoSice region). Regional development agencies -
Kosice, PreSov (KoSice and Presov
self-government regions)
Road transport: The region has
. This factor characterises the roads of class I, Il and III in the total
11. Traffic

facilities and
local public
infrastructure

traffic and public infrastructure,
especially public transport
networks and super-regional
transport connections.

length of 2379.3 km. In November
2013, the section of expressway R4
on the route Kosice - Milhost was
opened. The only highway section is
motorway to PreSov.
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Air transport: The KoSice
international airport provides regular
airline flights to Bratislava, Prague,
Vienna and most recently London.

Rail transport: KoSice has a strategic
position in relation to rail transport.
Kosice is located in the intersection of
East West Corridor (Prague-KoSice-
Cierna nad Tisou) and north-south
transit corridor (KoSice-Poland-
Hungary). Cierna na Tisou is a major
railway hub for international
transhipments.3

12.
Organisational
structures for
R&D and
innovation
(included as
example in
point 4)

For the generation of ideas and
innovative products permanent
organisational structures for
innovation projects are of
importance. These structures can
be formed by temporary
innovation management groups,
teams for the creation and
assessment of ideas to the point of
permanent R&D departments.

UCITT (value chain): Promoting
cooperation with practice (research,
innovation, transfer of technologies)
-» Support for scientific, research and
innovative projects - Support of
intellectual property right protection
-» Support of human resources
development and methodologies in
the field of innovation and TT -
Marketing support services UCITT

ErZOoOTHprmx

quilie - Bl - - W o]

1. Cooperation
with economic
partners

This factor stands for cooperation
between economic partners,
which typically exists along the
value chain (suppliers,
customers).

UCITT (value chain):Promoting
cooperation with practice (research,
innovation, transfer of technologies)
-» Support for scientific, research and
innovative projects - Support of
intellectual property right protection
-> Support of human resources
development and methodologies in
the field of innovation and transfer of
technologies - Marketing support
services UCITT

Example: IT Valley partners: ASIT,
Centire, SARIO, ISA, BIC Bratislava,
EEN, Bez&Dis, WUG KoSice, ZMPS,
KoSice - Staré mesto, KoSice regional
chamber, Dunajsky vedomostny
klaster (Dunaj knowledge cluster),
Dunajsky vedomostny klaster, ITAS

2. Cooperation
with university
partners (e.g.
bigger projects,
platforms,
strategic
alliances,

This factor describes different
forms of cooperation with
universities and other R&D
institutions. It includes different
forms of contracts, common
projects and institutionalised
forms of Cooperation.

Example: UCITT - VUKONZE,
TECHNICOM (in process), INFRA
PROJECTS (purchase of equipment
for R&D)

TUKE - possibilities of cooperation:
European Technological Platform

3 http://www.sario.sk/userfiles/file/sario/pzi/regiony/Kosice/kosicky_kraj.pdf
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competence
centres.....)

ARTEMIS, CERN, industrial
cooperation (contract based)

3. Cooperation
with funding
institutions
from the
private as well
as public sector

This factor describes the financial
support from different
institutions, such as EIB and EIF
or private VCs.

With the hype of innovations, ideas of
start-ups, spill-overs and spin-offs
become more common in the region.
Nowadays, many different activities
are present:
e Independent - Start-ups Camp,
Start-up weekend
e University-based - TECHNICOM
and MEDICAPARK project
e Region-based - project of
regional innovation park
Cooperation is still not highly present
in the region. The above-mentioned
activities are more focused on
networking, promoting the topic,
starting discussions and motivating..
There is no data available on VC.

4. “Weak ties” -
(suggested
focus on the
cooperation of
the region with
others)

This factor describes so called
‘weak tie’-relationships with
others and also stands for an
openness of the system to
external actors.

n/a

5. Relations to
national
governmental
institutions and
policy makers

This factor describes the relation
to several national policy makers
and institutions, which govern the
development of the regional
entities.

The City of KoSice is the seat of the
Constitutional Court of the Slovak
Republic. (The Constitutional Court
decides on the compliance of the
norms of the lower legal force with
superior rule of law and the
competence conflicts between central
bodies of public administration).
From the other state institutions, the
President of the Slovak Republic runs
aregional office in KoSice, as well as
the Government Plenipotentiary for
the Roma communities. Other state
institutions in the KoSice region
include subordinate offices of the
ministries situated in Bratislava.

3. CHAPTER 3: ADAPTING IC METHOD TO THE KOSICE REGION

3.1.

INTRODUCTION

Eastern Slovakia has not reached the same level of maturity in innovation and industrial
production as it can be seen in other developed regions in Europe (e.g., Bavaria in Germany).
Historical reasons are apparent why this is the case, but thanks to the re-unification of Europe,
borders no more constitute obstacles for free movement of products and services. However, the
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cooperation between stakeholders must be nurtured and emphasized in the KoSice region in
order to catch up with good practice as it exists in many European countries. These close ties are
crucial for developing sustainable economic growth in any region. The KoSice region has the pre-
requisites to catch up but it has to start working on developing a road map in this area. This
should be based on the existing competencies; relations between them must be clearly defined;
and recommendations should be supplied in order fill in the gap where competencies are
lacking. This is the task of the LEGEND project that uses good practices from outside the region
to show the direction.

When developing the road map, it must understood that there are different tasks for and
expectations from various actors engaged in the value chain creation - as it is described in the
Part 1 of the IC report. The SMEs should focus on how to structure the existing human capital
into a customer value while including suppliers and universities in their search for competencies
as well. On the other side, a state or regional system is decisive. No SME alone can start
exporting without guidance and professional support from the outside. (For instance, if the tax
system punishes labor and favors capital gains, no entrepreneurial spirit will emerge!) This is
the task of regional development organizations to provide those pre-requisites. In the section
2.2, the key factors are defined which a region should take into account when trying to create
positive surrounding for SMEs to be nourished and supported. The given factors should be,
therefore, considered from a perspective of SMEs in any market if they are to exist and to grow
there.

The following section contains a set of examples from Austria and Germany and
recommendations for implementation of IC method in SMEs, HEIs and other regional partners.
This information will constitute a basis for developing education materials tailored to the needs
of each of the target groups.

3.2. PERSPECTIVE OF SMALL AND MEDIUM-SIZED ENTERPRISES

Author: Mart Kivikas, Wissenskapital

INTERNATIONAL PERSPECTIVE — THE GERMAN EXPERIENCE

ProLeit AG, Herzogenaurach, Germany
Based on an interview with Mr. Wolfgang Ebster, CEO ProLeit AG on 13 May 2014 in
Herzogenaurauch

Since its foundation in 1986, “ProLeiT Gesellschaft fiir technologieorientierte Prozessleit- und
Steuerungssoftware mbH” has been developing tailor-made industry solutions for its customers
in the food & beverages industry as well as the pharmaceutical & chemical industry. This applies
to the realisation of turnkey automation projects and the in-house developed process control
system range PlantiT and brewmaxx.

ProLeiT AG, headquartered in Herzogenaurach, Germany, offers process control technology,
automation solutions and process control systems with integrated MES functions for all process
engineering industries worldwide. The main customers come from the brewery, beverage and
dairy industries, as well as the food sector and chemical and pharmaceutical industries. The
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corporate structure is tailored to the requirements of these diverse sectors. Electrical engineers,
computer scientists, process engineers, brewers and food technologists work together in specific
areas of the company. This combination of technical know-how and practical engineering
enables the development of ideal solutions for the respective industry.

The ProLeit Group stands for local presence and international market expansion. They are
present where their customers are. Besides its global partner network, they have international
subsidiaries in the USA, Mexico, Brazil, the Netherlands, Spain, Austria, Russia, the Ukraine and
China. The ProLeiT Group employs roughly 275 people worldwide.

Figure 5: ProLeiT AG

ProLeiT AG
(Herzogenaurach/DE)

I I | 1

Food & Pharma & Subsidiaries &
Brewerles noNice Beverages Chemistry Joint Ventures

Research & Development
Innovation Center

Central Sales & Marketing
Central Project Services
Support & Hotline

Training

Finance, Administration, Organisation -

Source: ProLeit AG

After almost 30 years in business, CEO Wolfgang Ebster shared his view on how to succeed in
building an innovating and successful international business. According to his experience, it is
important to find loyal, motivated and well educated people. The region of Erlangen and
Herzogenaurach has a long tradition of educating engineers and Siemens AG has around 70.000
employees in the metropolis region of Niirnberg-Erlangen. The employees can participate via
stock options and the results are communicated openly to all. Very low personnel fluctuation is
the result of such an approach. Before expanding into new markets, the managers must work at
the HQ for at least six months. As acting locally, you have to take care of your reputation in order
to get competent personnel. Flexibility and individual education in working conditions are
competitive advantages towards the big players and is a top management theme.

There is a knowledge network within project groups with one “knowledge manager”
responsible to coordinate and communicate with the stakeholders before a project starts.
Special focus is on risk based on experience from other projects. Funding is crucial and the
State of Bavaria has been a great support. An entrepreneur should be careful with universal
banks because they may change their strategy within months. It may be difficult to get long-term
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commitments from these banks, so trust can be easily established with local and state-owned
banks. It is important to protect the outcome of their work. Information is crucial and should
be kept inside the company as much as possible. Only through customer innovation there is a
chance to stay competitive and be one step ahead of competitors.

LOCAL PERSPECTIVE — SMALL AND MEDIUM-SIZED ENTERPRISES FROM EASTERN SLOVAKIA
Based on the meeting with representatives of SMEs in Eastern Slovakia on 25-27March 2014

The basic framework of Intellectual Capital Statement was used also with regard to the regional
development project KnowCities in 2013.111 These factors take into consideration and account
the reality of a small and medium company. It allows looking at opportunities how to grow a
SME in a profitable way without damaging its image or reputation. Over time, those eleven
factors have showed to be relevant for the Earnings Capability in any environment and it is
important to have a look at all of them and at how they influence one another. Definitions of IC
factors and business goals were adapted to the KoSice region on the basis of the feedback from
local small and medium-sized companies during meetings of the project team members with
SME representatives in Eastern Slovakia in March 2014.

Business Goals

Focus on organic growth; it can be achieved in two ways:
Growth 1. overall market growth
2. technical, innovation or organizational source of growth

The time horizon is important, investments decline cash flow; within

h-fl : o
Cash-flow a certain market situation

What do people outside the company think about us? Different
aspects are:

- overall strategy

- brand

- marketing activity plans

- sales strategy

There may be different layers:

1. for partners and academics

2. for customers

3. for potential employees

Image

Human Capital

This is what you learn from school and education, courses,
professional education. This is what you can improve by learning.
This is also professional experience and knowledge how the
company works and goes. Learning by doing

Professional skills

This is how you interact in your environment. It covers
Social competences communications skills, your attitude to learn new things, to listen to
others, to adopt to changes, to teamwork

11 http: //www.test.knowcities.eu and “A model for understanding and assessing Knowledge Cities®,
Willem van Winden and Luis de Carvalho, Urban IQ, June 2013

18



http://www.test.knowcities.eu/

There are two drivers for that: external (working environment,
Motivation internal processes) and intrinsic (passion, reaching own personal
goals)
Leadership & The way the manager influences his/her employees; the carisma,
management skills allowing mistakes and learning; setting criteria for promotion
Structural Capital

All internal guidelines and instructions; IT tools; standard for

Internal processes o
P knowledge sharing; idea management

Internal How do people actually perceive the way we communicate with one
communication another, share information; do we have clear and realistic goals

Code of conduct; values and norms; attitudes that are promoted and

Company culture not accepted

Reporting standards, personal development and promotion
standards; transparency; complexity of the structure; how
adjustable is it for changes; responsibilities and delegating,
empowerment

Organisational and
management
structures

Relational Capital

Do we have the right ones, do we have enough, customer mixture, do
you involve your customers in improving your business, innovation
process, new product development

Customers relations

Partners relations .
Access to external know-how and expertise; future employees

Do we integrate them in our product and business development; do
we have enough suppliers; do they deliver right things at the right
time (not only office equipment)

Suppliers

3.3. PERSPECTIVE OF HIGHER EDUCATION INSTITUTIONS

Authors: Roswitha Wiedenhofer & Christian Friedl, FH JOANNEUM, University of Applied Sciences,
Graz

INTERNATIONAL PERSPECTIVE — THE AUSTRIAN EXPERIENCE

Experience with ICR and policy recommendations from the Austrian

Federal Ministry of Science, Research and Economy
Based on the interview conducted by Dr. Roswitha Wiedenhofer with Mag. Reisner, 21 March 2014,
Vienna (for the transcript in German see Annex 2)

The following paragraphs provide a comprehensive summary of recommendations from the
Austrian Federal Ministry of Science, Research and Economy with implementation of ICR by
Austrian higher education institutions:
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1. A HEI ICR methodology can include more than a standard ICR

The ICR methodology for Austrian universities goes beyond the standard IC reporting as it
includes narrative parts in the sense of an annual report and the evaluation of the
performance agreement indicators (in the sense of the level of fulfilment). It is applied for
gathering statistically data (approx. 60% - currently decreasing) and as a steering
instrument/dashboard (approx. 40% - currently increasing). The usage of ICR as
a steering tool shall be further extended and the level of application for university
management differs between Austrian universities. The University of Innsbruck strongly
applies ICR as an internal steering tool since the first implementation and produces
a very condensed and effective ICR. Besides, the ICR are a main source for elaborating the
reports to the National Council, especially the narrative parts concerning Public
Management and Teaching.

A major challenge is the heterogeneity of the universities. There are big differences
between the university structures and scientific disciplines that need to be considered to a
certain degree. To allow an overall comparability between all universities, there needs to be
a minimum consensus. Therefore, the Austrian methodology allows only one set of
indicators for all universities (top-down; the disciplines are based on the Frascati System).
The benchmarking between universities is done within scientific similar universities (e.g.
technical, medical, arts), but there are also difference within those categories. In addition,
the universities can propose optional indicators (bottom-up). The bottom-up approach can
create valuable input for further development and improvement of the set of indicators and
shall be extended.

The selection and amount of indicators are crucial. There are “hard” and “soft”
indicators. The “hard” indicators are key figures from teaching (number of students taking
exams, graduating etc.), R&D (number of R&D projects, revenue etc.) or the number of
publications (in ranked journals for instance). Those indicators are relevant for the
distribution of financial means to the universities. The new Austrian university financing
system shall include one relevant indicator to distribute the means. This indicator shall be
integrated in the ICR system. The “soft” indicators have no direct influence on the
distribution of financial means, but create input for the Ministry-Universities dialogue to
identify potential challenges. Before implementing the Austrian system, more than 100
indicators have been discussed. The first implementation included 56 indicators. It took
some time to develop the experience to draw relevant assumptions from the collected data

to apply the indicators as a proper steering instrument - a major rationale for justifying the
efforts of producing the ICR for all parties involved. A review/revision was necessary in
2009, where the number of indicators has been further reduced to 42 and the overall
reporting structure was updated, e.g., the performance report got integrated in the narrative
part of the ICR.

The ICR methodology is a dynamic & open process and continuously improving. As the
HEI system is constantly changing (e.g. growth and modernization of eLearning
methodologies like MOOCs), the ICR model needs to depict developments too. The Austrian
ICR methodology currently follows a re-active approach, as it is also dependent from and
influenced by policy-decisions. This could cause some delay in adapting indicators to new
developments. There is a steering group/working group by the Federal Ministry in place to

improve the usability and accountability of the ICR methodology. In addition, the
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universities just started a working group to improve the integrability/comparability of the
indicators to international measurement tools like U-MAP or Multirank.

The success of the ICR implementation and application as a steering instrument
strongly relies on the acceptance by the universities and their level of commitment &
involvement. The implementation in Austria was introduced as a compulsory measure and
therefore it was difficult to get the acceptance by the universities (although this was
improving over time). It was and still is key to integrate all parties in the development
process and to point out and include potential benefits for the universities. It is essential to
create synergies and not to create double burdens when collecting data for indicators that
are not directly relevant for the universities themselves. Most universities are using the ICR
only to rigidly follow the legal requirements. Some universities also apply it as a tool for
strengthening their image (e.g. TU Graz additionally integrates an “entrepreneurship-radar”
in the ICR).

Recommendations for the ICR implementation for HEIs in other

countries
Based on the set of recommendations from Mag. Reisner

1.

Less is more. It is better to reduce the number of indicators to the minimum indicators
needed. 56 indicators, like in Austria, have been too much. It is essential to be aware of the
overall objective of the indicator and also to define the way of achieving it

Dialogue is crucial. The top-down approach was necessary in Austria, because of the legal
requirement to implement ICR, but the development process of the ICR methodology is
improving with the level of commitment of the universities.

Data-clearing is a major challenge. In the Austrian system, the majority of data to the
indicators are collected by the universities (decentralized) and the clearing is conducted via
a centralized tool. A comprehensive compendium supports the actors and shall reduce
misinterpretation of indicators. A plausibility check shall reduce potential errors in the data
collection. The universities provide explanation if a certain indicator has significantly
changed. This also allows for further discussion between Ministry and universitie