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Introductory remarks

The present report provides an up-to-date account of the latest data and
assessments regarding the Romanian entrepreneurial ecosystem (henceforth, REE)
and innovation development. It offers an inside-out perspective provided by
interviews with entrepreneurs, innovators, professionals, consultants and various
experts and an outside-in perspective by comparatively analysing country
indicators. Specific recommendations, with particular relevance for policy action are
drawn.

This time marked the beginning of a growing interest for supporting social and
economic entrepreneurship worldwide. In 2015, efforts to support social and
economic entrepreneurship at the national level were in their infancy and some
exploratory researches appeared (Herman and Szabo, 2014; Curaj et al, 2016). Until
now, efforts have been made but much remains to be done in terms of the capacity
to analyse and develop the (innovative) entrepreneurial ecosystem (Radauer and
Roman, 2016; Andrez et al., 2017; Chioncel, 2019).

After 5 years, the follow-up study on the REE looks at the extent to which Romania
has succeeded in building a more conducive environment for entrepreneurship, and
it seeks a better understanding of the facilitators and obstacles with regard to
innovation and the development of business expansion.

The overview of the Romanian entrepreneurial ecosystem is neither evident nor
intuitive. Its Index grew with 30% in the last 5 years due to the more mature
behaviour of its participants and due to the support offered by the government for
start-up activities. Though, comparative to other ecosystems, this maturity is
counterbalanced by the lowering of the country performance in innovation for the
last decade, coupled with the lowering in international rankings with respect to
governance and corruption.

This maturity existent at the level of the ecosystem should be supported adequately
through creating the sustainability of the entrepreneurial activities and laying the
foundation for innovation. Hence, specific recommendations, relevant for the future
public policies are offered.

This is a working paper, and hence it represents research in progress.

This paper represents the opinions of the authors, and is the product of professional research. It is not meant to
represent the position or opinions of the UEFISCDI or its Members, nor the official position of any staff members.
Any errors are the fault of the authors. Copies of working papers can be requested from the secretariat by writing
to UEFISCDI, Str. Mendeleev nr. 21-25, Sector 1, Cod 010362, Bucuresti, uefiscdi.gov.ro



Key Findings for the Entrepreneurship Development

Today, resilience and innovativeness bring high-performance to the country’s
entrepreneurial ecosystems. High-performant national entrepreneurial ecosystems
are to be observed in countries of small dimensions, because they more easily
facilitate strong collaboration between the ecosystem’s actors and support
businesses to go international, as has happened in Denmark, Switzerland, Estonia,
Israel or South Korea.

The purpose of this study is to provide an analysis of the Romanian entrepreneurial
ecosystem and formulate a series of recommendations aiming to boost its
performance in innovation and sustainability. The study brings together, in an
original way, the recommendations of the country reports (e.g. GEDI, 2020, PSF
2017) and those formulated by the participants into the ecosystem. In this way, the
entrepreneurial ecosystem is viewed both from the outside, compared to other
ecosystems, and from the inside, as understood by entrepreneurs, innovators,
business consultants, researchers or policy makers.

The Romanian Entrepreneurial Ecosystem Index 2020 (REEI) shows an increasing
trend since 2015 - it has increased by 30%, from 4.5 to 5.8 in 2020, on a scale from
1 to 10. The index is a tool for analysing and was created in 2015. It helps the
understanding of the degree of the ecosystem maturity. It emphasizes the capacity
of the entrepreneurial ecosystem to create, grow and provide support for
entrepreneurs.

There is evidence of a significant progress having been made in creating a
functioning and successful environment for entrepreneurship, according to the
REEI. However, this growth is limited by legislative complexities, lack of access to
information and poor identification of opportunities (Small Business Act, 2019; PSF,
2017). Removing the limiting factors would increase the attractiveness of the
ecosystem for those with a higher education and an orientation of consulting and
mentoring services from business to development, thus creating a more resilient
ecosystem.

Previous policies have aimed to increase the number of companies and jobs and,
thereby, to increase the ecosystem’s dimension. Further on, policy efforts and
support programs need to come together in a coherent manner in order to increase
ecosystem quality, sustainability and, above all, the development and exploitation
of its innovation capacity. In time, the number of successful companies and the
number of new jobs will increase as a result of a performant entrepreneurial
ecosystem.



The study opens with three key recommendations for developing the sustainability
of the entrepreneurial ecosystem:

1) Supporting the development of opportunity-based entrepreneurship;

2) Fostering networking and knowledge exchange among the ecosystem’s
participants and facilitators

3) Developing a Data Ecosystem as the first premise for making relevant and
evidence-based decisions to increase ecosystem performance.

Supporting opportunity-based entrepreneurship involves orienting support
programs towards:

1) businesses that have tested ideas and not just a business plan, thus aiming to
increase the number of businesses that exploit market opportunities and
2) developing specific programme support for business internationalization.

Growing networking is a top priority as today, cross-sectoral and international
collaborations lead to innovation and business internationalization, which also
improve the entrepreneurial ecosystem (Interviews, 2020; GEDI 2020).

Creating a data ecosystem to support entrepreneurship is the first prerequisite for
evidence-based decision-making and actions prioritization.

The present study reconfirms that the entrepreneurial environment is insufficiently
attractive for those with higher education (Own survey, 2015; 2020). The current
entrepreneurial environment discourages them to start and develop businesses,
and the innovation potential stays poorly exploited (Romania ranks 96 out of 137
countries), and the degree of sophistication of the business environment is very low
(Romania ranks 116 out of 137 countries) (Global Competitiveness Index, 2018).

Strengthening an entrepreneurial ecosystem through innovation employs the
development of interventions that would lead to:

1) collecting research needs from practice;

2) the protection of intellectual property rights in the internationalization
process;

3) creating an environment conducive to trust and collaboration within
universities and public research organizations (Own survey, 2020);

4) strengthening collaborations communities across sectors and
internationally in order to exploit research results.

For advancing the understanding of the entrepreneurial ecosystem and its
innovativeness and sustainability, The Innovative Entrepreneurship Spectrum



(henceforth, IES) has been designed. This spectrum is a useful tool as it can convey
information that would be difficult to convey with words alone. These types of
representations encourage haptic and visual thinking which support the design of
policy thinking and communication of the vision for bringing change into the
entrepreneurial ecosystem.

This spectrum classifies entrepreneurial ecosystems based on the issues of
sustainability and innovation. Entrepreneurial ecosystem is seen through the
performance of the 6 pillars: policy, support, human capital, culture, finance and
markets.

It is relevant if the entrepreneurial ecosystem is placed on the axes of sustainability
and innovation and it is less relevant for the overall picture which pillar is on the
sustainability and which on the innovation axis. That is because each ecosystem has
its own specificities.

Figure 1 The Ideal-Type of the Innovative Entrepreneurial Ecosystem
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PART ONE. Prologue: Successful Entrepreneurship Ecosystems and
Romania’s Development Strategies

1.1.  Countries that have a successful entrepreneurship ecosystem

Globally, entrepreneurship has received much attention due to its promises of
economic growth and social inclusiveness.

At the beginning of the 21 century, studies in entrepreneurship began to flourish
and a decade later there was a significant number of analyses investigating what
was conducive or inhibiting the potential of entrepreneurial ecosystems. There are
some studies which focus on entrepreneurial activities in Romania, although they
have not commanded much interest. However, the last 5 years have witnessed a
growing interest in studying Romania’s entrepreneurial ecosystem.

Generally, the ecosystems framework of analysis is applied to countries
comparatively much smaller than Romania. There, ecosystems success stories are
to be found, such as the “Silicon Valleys” of Switzerland, Denmark or Finland. The
most common explanation is that the small size of their domestic markets led to
early economic openness (David and Match, 2006). On the same par, according to
evidence, the density of entrepreneurs and public research organizations in a given
area enable higher rates of regional development, innovation and sustainability
which much impact on a small country ecosystem (Morris, Neumeyer & Kuratko,
2015; Kuratko, Morris & Schindehutte, 2015; Miiller, 2016).

The case of Estonia, ‘the Baltic Tiger’ is symptomatic: a small country which
developed innovative public services and engaged in the latest technologies in
cooperation with its entrepreneurs. The government’s strategy of cooperating with
private enterprises enabled it to quickly meet its own needs for innovation and
entrepreneurship, and allowed it to provide a valuable and competitive service on
the international market. Asia has its four ‘Tigers, or Dragons’, Hong Kong,
Singapore, South Korea and Taiwan. They too boosted their economies but in much
more different entrepreneurial environment than the Baltic Tiger (Kshetri, 2013;
2014).

Generally, larger countries present more internal disparities in development, which
much relativize the value of one framework or country indicators. However, we look
at how to encourage the growth of the country ecosystem through
recommendations for strengthening entrepreneurship and innovation and believe
that the discrepancies between and within the regions should be addressed through
policies with a strong emphasis on education, and not solely by promoting
entrepreneurship.



The case of Romania poses a challenge to the ecosystem framework, due to its
disparities in development: in Romania, there are sharp contrasts in
entrepreneurship and innovation. The policies are commonly biased, favouring
start-up companies in underdeveloped regions and neglecting scaling-up and
innovation in the developed regions.

LESSON LEARNED: It takes political will to build an innovative entrepreneurial
ecosystem.

When applied to countries of relatively small size, the framework of an ecosystem
allows for a thorough analysis. It is possible that small countries are more successful
in coordinating the country’s resources and bringing together the state and private
institutions, such as education, research and development under one umbrella and,
equally, at reducing the shadow economies (Schneider and Enste, 2000). High levels
of coordination result in faster and more stable growth and expansion. This, in turn,
enables the small country not only to successfully meet the needs of its own
innovators and entrepreneurs but also to promote their services on the
international markets of innovation and entrepreneurship.

In the following, we present the case of Chile, which succeeded in building an
entrepreneurial ecosystem while significant barriers were blocking its way.

Start-up Chile has a business accelerator programme supporting the Chilean
Governments’ efforts to put Chile on the innovation map in Latin America and
worldwide. The main rationale is to empower Chilean entrepreneurs and to
stimulate the development of the entrepreneurial ecosystem in Chile. In terms of
entrepreneurial culture, the two dimensions of the programme are: to increase the
number and the quality of the start-up initiatives and to encourage local
entrepreneurs to think globally.

The programme builds its specificity on a combination of support instruments:
grants, training programmes, a one year working visa available for foreigners, office
space for six months in Santiago and access to local support services.

Its first objective is to attract foreign talent to Chile. Foreign entrepreneurs are
considered a source of entrepreneurial energy that, when imported into Chile, could
bring the country closer to the main worldwide innovation centres, and contribute
to the development of the Chilean entrepreneurial ecosystem. Second, the
programme aims to attract projects beneficial to Chile. The presence of imported
innovative start-ups in Chile may contribute significantly to creating innovation in
both small, local, and national companies and to further develop Chile’s industry by
providing technical know-how in the transition from traditional industries to the
technology revolution that is taking place globally. Third, the programme aims to
stimulate the establishment of international information technology networks. It is



hoped that the success of this programme will mean the return of many highly
educated Chileans to their home country, where they can invest in their careers and
contribute actively to the development of Chile. The fourth aim of the programme
refers to stimulating return of Chilean young people studying abroad (Start-Up Chile,
2020; Gerencia de Emprendimiento, 2017; Saftescu, 2018).

1.2.  Romania’s entrepreneurship development strategies

Romania offers a mixed picture with respect to assessing entrepreneurship, as the
Small Business Act noted in its 2019 assessment (SBA, 2019) and so it becomes
difficult to decide which policy measures need to be prioritized. Discrepancies in
development are reflected in discrepancies in the entrepreneurial ecosystem. The
logic of overcoming discrepancies and cleavages dominate the political scene: the
cleavages between the regions, within the regions and those between Romania and
western countries.

The sharp contrasts of development between and within the Romania’s regions,
make it difficult to measure Romania’s entrepreneurs’ ecosystem. There are marked
regional differences across Romania and there are acute and steep differences
between urban and rural regions throughout the country. There are major cultural
differences between Bucharest and other cities and there are major differences
among cities in the same regions as well. These acute differences are the legacy of
centuries of discrepancies and unequal development (Bertelsmann Transformation
Index, 2020).

Some are concerned with the idea that Romania is lagging behind, and should, in
time, overcome its developmental insufficiencies following the Western model of
development. This approach has been shared to some extent during the European
Union accession, when gaps were narrowed and much progress was achieved
(Murgescu, 2015).

It is now over 20 years since the European Union invited Romania to begin
membership negotiations. Costs were high for the European Union, as Romania did
not have the means by which (without financial support) it could become a
developed nation - a requirement for membership in the European Union. With
financial support from the European Union, Romania experienced sufficient
development to enable it to become a member in 2007. Since then, Romania has
continued to receive financial support from the European Union. This investment
has been used to develop much of Romania’s infrastructure to satisfy international
standards. However, many parts of the country remain underdeveloped.



The European Union leverage can instil positive change in a weak institutional
context that changed during the accession process through European Union
pressure with respect to institutional change, reducing corruption and the Rule of
Law. The process was not intensively continued after Romania was accepted as a
European Union member state as post-accession conditionally is weak or non-
existent. Today, if we leverage the development towards European averages, we
will often find Romania, as the historian Tony Judt put it, (Judt, 2001), ”"at the
bottom of the pile” with respect to the performance in entrepreneurship or
innovation or at the top in matters such as infant mortality rate or trust deficit.

During the last decade, the gaps between Romania and Western nations have
continued to widen in innovation and good governance, which much affect the
sustainability of the country entrepreneurial ecosystem. That is because Romania
focuses on growing the number of enterprises regardless their nature and impact
on the ecosystem, while the others focus on innovation and businesses with higher
added value. Most of the Romania’s national strategies, generic and without an
operationalized rhetoric, continue to share the ‘quantitative’ approach.

It shows that that the gap between Romanian performance and European Union
average has been widened following a few steps which have led to the current
competitive advantage of the developed nations. These steps refer to: intensifying
the entrepreneurial activity through increasing the number of SMEs, the number of
business incubators and accelerators, intensifying the innovative activities through
increasing the number of knowledge transfer centres and such. This approach rather
leads to emphasize the weaknesses of the Romanian entrepreneurial ecosystem in
terms of insufficient number of SMEs, poor innovativeness, insufficient
entrepreneurial growth and stability.

The catching up strategy of following the Western way of development is more like
designing a quantitative strategy, to follow the increase of the number of various
indicators. Choosing the own way implies a qualitative understanding of the current
situation and taking steps further, with a solid quantitative measuring of the efforts.
Moreover, a strategy requires vision and values.

Some professionals were also emphasizing the need for more reliable
macroeconomic strategies. According to Cioc and Ursacescu (2017) national and
regional policies should be qualitative and oriented towards encouraging the
creation of productive (and not destructive or unproductive entrepreneurs, for a
detailed discussion about this distinction see the section: “Nurture productive
entrepreneurship our from opportunity”) entrepreneurs rather than merely
increase the number of entrepreneurs (Inci, 2013). Nicolau and Foris, (2018)
recommend to change focus from entry density towards a more real and accurate
research on the connection between education (academic and vocational) and
working experience, on one hand, and in the fields of activity needing real business
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development so as to show economic performance (Nicolau and Forris, 2015). Baba
(2016) shows that performance is not just about an entity's ability to make profit,
but also its ability to pay its short and long-term debts and that should also be
included in assessments of the robustness of the country entrepreneurship.

It is argued that even if Romanian development is comparative to Western
countries’, it may follow a different path of development. This is the case of
countries which came to achieve significant development without designing a
catching up strategy. These countries continue to show discrepancies and
asymmetries comparatively to others, but their way to further development stays
competitive.

This approach implies that there are multiple ways of development. For example,
comparative research of the successful development of Estonia and South Korea,
the Baltic Tiger and any one of the four Asian Tigers, shows that the way to
entrepreneurial success may significantly differ according to context (Kshetri, 2014).

Lesson Learned: There are multiple ways of development and there are multiple
ways of growing an entrepreneurial ecosystem. For doing that, the existent
strengths and potential need to be taken further.

The Romanian entrepreneurial ecosystem has more to gain by taking into account
its own historical potential and inherited strengths rather than focusing its effort on
imitating foreign systems or trying to reach an abstract European Union’s average.
Though, that does not refer to ‘doing in our own way’.

1.3. How to assess the entrepreneurial ecosystem: The Innovative
Entrepreneurship Spectrum

POLICY

MARKETS
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Figure 2 The Ideal-Type of the Innovative Entrepreneurial Ecosystem
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For advancing the understanding of the entrepreneurial ecosystem and its
innovativeness and sustainability, we designed The Innovative Entrepreneurship
Spectrum (henceforth, IES). The spectrum consists of a two-axis chart on which the
6 pillars of the entrepreneurial ecosystem are presented.

This IES tool enables the user to assess the situation in Romania with regard to each
individual domain. Firstly, we will describe the ideal type of the entrepreneurial
ecosystem.

The horizontal axis assesses every possibility from unsustainability to sustainability,
while the vertical axis assesses innovativeness, from economic stagnation to rapid
innovation growth.

There is a dynamism and flexibility of the ecosystem in the sense that some
elements might be inter-changeable. For example, ‘Policy’ can orient towards
innovativeness or support and ‘Culture’ may facilitate sustainability rather than
disruptive changes.

We will look closely on how each pillar is affecting the country entrepreneurial
ecosystem in the sections which follow. We use this spectrum representation as a
useful tool as it can convey information that would be difficult to convey with words
alone. These types of representations encourages haptic and visual thinking which
support the design of policy thinking and communication of the vision for bringing
change into the entrepreneurial ecosystem. For example, the representation allows
us to ‘see’ that if Human Capital and Policy are on the axis of unsustainability, we
understand more easily why Romania is on a decreasing trend in innovation and in
the last few years scores last in European Union. Therefore, we can design policies
for innovation in order to ‘move’ the focus of policy from entrepreneurship towards
productive and innovative entrepreneurial activities. At the same time, we shall take
measures for decreasing brain drain and connecting Diaspora productively through
temporary engagements in research and innovation, which means taking ‘Support’
from economic stagnation towards innovation.

12



1.4.  The IES from a historical perspective

A thorough and thoughtful analysis of the Romania’s path towards economic
development is offered by Murgescu (2015) when discussing five centuries of
economic gaps’ storage, cumulative differences, by Romania.

Ever since, Romania has been comparing itself with Western nations, and for more
than a decade comparing itself to an abstract European Union average. The logic of
“closing the gap” at the policy level, between Romania and western countries, is
older than a century.

When discussing the Romania’s five century of economic gaps accumulation,
Murgescu (2015) shows that comparatively, other countries invested in education
and technology and, in time, the Romania’s weak institutions and gaps in promoting
education and technology absorption led to gaps which accumulated at a faster
pace. Human capital and R&D continue to be the most limiting factors for the gaps’
experience acquired by Romania over the centuries and which increased starting at
the end of the 19" century.

Figure 3 The Innovative Entrepreneurship Ecosystem from an historical perspective
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The rural areas continue to be strongly affected by poor infrastructure, social
marginalization, aging population and depopulation. These factors block the much-
needed social reforms for rural development and investment in education. The
existing legacies continue to block reforms and make Romanians living abroad
reluctant to return to Romania and contribute their skills and experience to the
development of the country.
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The historical legacy of ‘the own way of doing businesses’ should be also addressed.
There is much talk about the ‘potential’ of Romania and many references either to
the potential of human resources or to the underexploited rural potential (Harpa,
Moca and Rus, 2016).

Those who can bring change at the level of system, is the political class, local
administration and governmental administration. University or business are not so
strong to compensate the weaknesses of the state. The only solution is to import
massive know how as part of an extraordinary benefit of being part of the European
Union (interviewee, creative sector, 2020). Though, it is recommended to assume
the import of know-how as people or organizations and never to promise by
ourselves. The change needed are big and the capacity is still to be built.

This opinion is largely shared among experts and professionals and we reinforce
here the recommendation of tapping into the huge potential existing in agriculture
in the global context of climate change and the rise in the relative prices of basic
commodities (Daianu and Murgescu, 2013; Varujan Pambuccian, 2020). Wagner et
al (2018) show in the country report on governance, that if Romania registered the
highest economic growth in EU in 2017, that was based on private consumption, and
it is not sustainable, and more, the governments failed to address the long-standing
problems, including those associated with the cumbersome procedures for
businesses.
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PART TWO. Key Recommendations for the Entrepreneurial Ecosystem

2.1.  The Entrepreneurship Ecosystem Index

In 2015, ‘The Entrepreneurship Ecosystem Index’ was conceived to assess the
robustness of the entrepreneurial ecosystem in Romania, in the paper “The
Romanian Entrepreneurial Ecosystem. An Exploratory Study”. After 5 years, a new
analysis has been conducted in order to assess the entrepreneurial ecosystem
situation, see how it has changed since 2015, and formulate recommendations.

Compared with 2015, the development of the entrepreneurial ecosystem increased
by 30%, from 4.5 t0 5.8 in 2020, on a scale of 1 to 10, and it is evidence of an increase
in the development and robustness of the ecosystem.

The maturity of the entrepreneurial ecosystem is apparent in the tendency of
detachment from a model where the entrepreneur is acting independently within
the ecosystem towards a model where the entrepreneur often finds him/herself in
a network, with various resources and communities:

BUSINESS
CONSULTANCY

o0
%
WORK
\ EXPERIENCE /

A
MENTORSHIP

1) Today, entrepreneurs are inspired by
success stories more than family and friends,

5.8

Figure 4 Romanian Entrepreneurship Index

2) Financial programmes for start-ups have increased in number, comparative to
the family and personal financial support, that is available,

3) More and more consultancy advice is being accepted,
4) More financial and non-financial support programmes are developing and

5) The investments in other entrepreneurial activities have increased.

Compared to 2015, the inspiration sources for becoming an entrepreneur are more
diversified: sources other than family and friends inspire entrepreneurship, among
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which the most frequent are previous work experience in other organizations (23%)
and other entrepreneurs (18%). There are some differences in the diversification of
the financial sources to start a business as well, much more in the sense that bank
loans and grants are used along with personal or family savings. More, many new
entrepreneurs ask for consultancy and they are willing to invest and these add value
to the present ecosystem.

2.2. Support entrepreneurship out from opportunity

Small Business Act (2019) shows that early-stage entrepreneurship, along societal
norms, media attention and entrepreneurship education, scores high for the case of
Romania.

The studies focused on the entrepreneurial ecosystems introduced the distinction
between the entrepreneurship based on opportunity and entrepreneurship based
on necessity. The working definition introduced by the Global Entrepreneurship
Monitor (GEM) is widely referred to: opportunity denotes the drive to bring an idea
to the market, while, in opposition, entrepreneurship based on necessity is
understood as entrepreneurship born of the lack of alternatives on the labor market.
The first is more likely to increase the value of the ecosystem in general. And,
according to one of our interviewees, it conveys something different from the ideas
of making money or being your own boss (interviewee, innovator, 2020). In
Romania, opportunity driven entrepreneurship is much lower than the European
average.

Research shows necessity entrepreneurship does not contribute to technological
change and economic development (Kontolaimou and Giotopoulos 2015; Acs and
Varga, 2005; Acs, 2006). By supporting a large number of necessity-based
entrepreneurial ventures, Romania had the opposite than expected results; the
greater the necessity-driven entrepreneurship, the higher the inter-country
technology gaps in Europe related to innovation production. In contrast, promoting
opportunity entrepreneurship proves sustainable for the ecosystem.

In Romania, a high proportion of entrepreneurs reported that they started a
business due to a lack of opportunities in the labour market (OECD, 2018). The lack
of opportunity driven entrepreneurship is a major handicap in the country’s
development and has a damaging effect on the country’s ecosystem development
sustainability.
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Variation from the EU average
(measured in standard deviations, EU average=0)

Early stage entrepreneurial activity (%); 2015; Romania: 10,83; EU avg: 8,28

Early stage entrepreneurial activity for female population (%); 2015; Romania:
7,49, EUavg: 6,31

Established business ownership rate (%); 2015; Romania: 7.47; EU avg: 7,09

Opportunity-driven entrepreneurial activity (%); 2015; Romania: 33,24; EU avg:
50,2

Entrepreneurial intentions (percentage of adults who intend to start a business
within 3 years); 2015; Romania: 29,01; EU avg: 11,21

Entrepreneurship as a desirable career choice (%); 2015; Romania: 72,42; EU
avg: 58,58

High status given to successful entrepreneurship (%); 2015; Romania: 75,07; EU

avg: 67,04
Media attention given to entrepreneurship (%); 2015; Romania: 67,37; EU avg:
55,63

Entrepreneurship education at basic school (1-5) ; 2015; Romania: 2,35; EU

avg: 2,05

Entrepreneurship education at post-secondary levels (1-5); 2015; Romania:
2,73;EUavg: 2,86

Share of high growth enterprises (%); 2015; Romania: 2,25; EU avg: 9,9

20 15 10 -05 00 05 1,0 15 20

Note: Data bars pointing right show better performance than the EU average and data bars pointing left show weaker performance.

Source: Small Business Act, 2019

More, when insufficient optimal conditions for business environment are present,
the supply of necessity entrepreneurship will not bring the desired effects of
generating jobs and not only that the effect is not lasting but it might be reversed
by creating instability and further economic gaps. For example, research finding
shows that the inter-country technology gaps are deeper when the number of the
necessity driven entrepreneurs is higher (Kontolaimou and Giotopoulos, 2015).

Lesson learned: Research emphasizes that the state should not support
entrepreneurship which is born out of no other job options or just as an alternative
to supplement the income. The reduction of the necessity driven entrepreneurship,
such as the one encouraged by the programme Start Up Nation, must become a
national priority.

Thus, in line with the above-mentioned research, we reinforce our findings and
recommendations from the previous exploratory study (2015) which referred to
encouraging entrepreneurs with higher education to enter the ecosystem as the
data has shown that they impact and contribute more intensively and positively to
the growth of the ecosystem. This is also in line with Nicolau and Forris’s recent
study (2018), where they construct reliable macroeconomic strategies which
connect education and working experience with real business development needs
in order to reach higher economic performance. There have been 5 years now since
our original research findings showed that people with higher education and
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working experience contribute more to the development of the ecosystem.
Therefore, we continue to stress that, a mature and progressive economic
ecosystem needs to be developed. This development should be based on an
opportunity driven entrepreneurship by encouraging entrepreneurs to be part of
the entrepreneurial ecosystem.

Successful entrepreneurs are those who enrol in productive and innovative
entrepreneurial activities, have a high level of education, work in sectors with a high
technological level, who are open to internationalize their business and creates
sustainable jobs. Inefficient entrepreneurship is the necessity-driven
entrepreneurship with a low level of innovation and a low impact on job growth.

But when dealing with concepts used in various international settings, one needs to
be careful how they resonate in the Romanian national cultural environment.
Entrepreneurship programs are seen by many as an ‘opportunity’ for their financial
and mentorship support. Though, there is not sufficient evidence to assess the
impact of these programs on the general development and productivity of the
entrepreneurial ecosystem. One of the interviewees emphasized that in the case of
Romania, many competent persons choose entrepreneurship not because of an
opportunity identification, but because of being unsatisfied with the employee
environment. These entrepreneurs are an asset and they should be nurtured, as
they exhibit a high standard of drive and initiative, and will positively contribute to
the ecosystem (informer, business consultancy, 2020).

czmm))

ENTREPRENEURSHIP

OUT OF OPPORTUNITY
EDUCATION AND
ENTREPRENEURSHIP EXPERIENCE

Figure 5 The importance of education and experience in opportunity-based entrepreneurship and
innovation

‘Opportunity’ as a term, has a peculiar connotation in the Romanian language, which
heavily resonates with opportunism, clientelism and favouritism. The wild market
conditions after 1990s affected the Romanian society morale, and any way of
making money came to be seen as an opportunity. ‘Opportunity’ in Romania also
has the connotation of ‘making money’ which might be destructive to the
ecosystem.
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Today, in Romania, many continue to prefer the comfort of employee status not
because of the lack of opportunities, but because the time and procedures required
for maintaining a business dissipate the effort on exploiting the market opportunity.
Thus, the entrepreneurial ecosystem grows too little through the contribution of
people with higher education who do not survive in the current business
environment (interviewee, business consulting, 2020) and, therefore, value-added
entrepreneurship and innovation are prevented from entering into the ecosystem.

2.3.  Growing networking

Romania’s entrepreneurial performance is assessed based on the Global
Entrepreneurship and Development Index (GEDI, 2020) proposed by Acs&Szerb (Acs
et al., 2013). GEDI permits a multidimensional analysis of entrepreneurship in
comparison with Global Entrepreneurship Monitor (GEM) and World Bank (WB)
data. The last report on Romania released by Global Entrepreneurship Monitor was
in 2015/2016.

Romania ranks 46 out of 137 countries according to The Global Entrepreneurship
Index, the most comprehensive tool for assessing entrepreneurship. GEDI offers
guiding for policy makers to address weaknesses in order to strengthen the
entrepreneurial ecosystem. Risk acceptance aside (as it is linked to the high
unpredictability of the political agenda and the instability of the business
environment and, more, due to the pandemic context), focus should be oriented
towards networking, along opportunity perception, start-ups, competition and
innovation product and process.

The Global Entrepreneurship Index is the most comprehensive tool for assessing
entrepreneurship The Global Entrepreneurship Index focuses on 137 countries
where it measures on a yearly basis the health of the entrepreneurship ecosystems
while it also ranks their performance. GEDI relies on 14 pillars which assess
entrepreneurial attitudes, abilities and aspirations of the local population in the
context of social and economic conditions.

GEDI offers guiding for policy makers to address weaknesses in order to strengthen
the entrepreneurial ecosystem. Risk acceptance aside, focus shall be oriented
towards networking, opportunity perception and start up and competition and
innovation product and process.
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Required Percentage
Pillar Increase of total
in Pillar new effort
Opportunity Perception 013
Startup Skills 0.04
Risk Acceptance 018
Networking 023
Cultural Support 001
Opportunity Startup 013
Technology Absorption 0.00
Human Capital 0.00
Competition 013
Product Innovation 012
Process Innovation 012
High Growth 0.00 0%
Internationalization 000 0%
Risk Capital 000 0%

Source: Global Entrepreneurship Development Index, Romania, 2020

According to GEDI, the networking pillar is a top priority and refers to: 1) a proxy of
the ability of potential and active entrepreneurs to access and mobilize
opportunities and resources and (2) the ease of access to reach each other and other
relevant stakeholders, such as governmental organizations.

Recommendation 1: The development of the Accelerate Romania hub, as a
facilitation platform for the integration and promotion of the Romanian
entrepreneurial ecosystem, its start-ups and scale-ups, in accordance with the
report P.S.F. (2017).

Recommendation 2: Creating a community of those who support the
entrepreneurial ecosystem, bringing together successful entrepreneurs,
representatives of public organizations that provide entrepreneurial support,
representatives of large companies, business consultants and investors, in order to
harmonize their efforts to support sustainability and innovation in the ecosystem
and to inform policy makers.

Recommendation 3: Developing networking with professionals from international
innovation ecosystems, especially where the Romanian diaspora is strong: Europe,
USA and Israel.

2.4, Developing a Data Ecosystem, as a first premise

Entrepreneurs and innovators, public and private organizations who support the
development of entrepreneurial and innovative activities, make and consume data.
The dynamics of conducive ecosystems depends on the volume and flow of available
information. With this in place, Romania may unlock her ecosystem’s potential,
encourage informed decisions and collaboration, by retrieving and collecting data
and master their analysis.
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Lack of data, collection, monitoring and assessments is a recurrent observation in
the entrepreneurship studies with respect to Romania. For example, UNESCO
country report on the Culture for Development reveal the gaps in the system of
collection of cultural, educational and entrepreneurial statistic data (UNESCO,
2019). ‘The Romanian Entrepreneurial Ecosystem. Background Report’ (Radauer
and Roman, 2016) notes that available data and publication on topics related to
entrepreneurship is complicated and at times contradictory. Moreover, the report
states that it is up to the priorities of each country to determine which sources are
the most reliable. In 2015 we conducted our first exploratory analysis in to the
Romanian Entrepreneurial Ecosystem. We concluded that there was insufficient
public statistical data resulting from national or international entrepreneurship
programmes conducted, and no impact analyses of these programmes and this
situation has not changed in 2020. State-funding mechanisms do not embed data
monitoring and impact. For example, there is no data for the monitoring and the
impact of the Start Up Nation program which allocated 430 million Euros for 2018-
2019.

This study highlights a larger gap than expected in the generation and availability of
data coupled with scarce qualitative analyses on entrepreneurship, for informing
evidence-based decisions. (Even if the public awareness and support for
entrepreneurship throughout the country were to increased considerably.)

Currently, qualitative evaluations and impact studies of programmes that support
entrepreneurship are lacking. Deficiencies in the data collection, difficulties in public
access, lack of interoperational capacity, as well as the lack of analyses and studies
derived from that data, limit the positive effects of open data.

Evaluation should not be the exclusive task of public institutions. Expertise existing
at the level of public authorities should be complemented by that of private
professionals and non-governmental organizations. Today, most of the
entrepreneurship support programmes collect insufficient relevant information
which are, however, difficult to be accessed.

Recommendation 4: It is recommended to implement a procedure for collecting,
publishing and communicating quantitative and qualitative data at international
standards for each public financial and non-financial mechanism related to
entrepreneurship.

Recommendation 5: To introduce independent professionals and non-
governmental organizations to participate in the design and implementation of the
actual evaluation and monitoring process for national and European programs
relevant to the entrepreneurial ecosystem and innovation.
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In the near future we hope to have more quantitative data and more sophisticated
information for further studies. In line with the recommendation received from the
document ‘Specific Support to Romania, Start-ups, Scale-ups and Entrepreneurship
in Romania’ ( PSF, 2017) we recommend aggregated monitoring data and impact
assessments to be made available publicly, to all ecosystem actors.

Recommendation 6: The development of evidence-based public policies to provide
decision-makers with policy options to stimulate entrepreneurship.

Moreover, the academic community should be encouraged as well as other public
and private stakeholders to formulate clearer and more tailored made
recommendations that can be taken up by policy makers. According to one of our
interviewees, the current recommendations of the academic research are too
general, ambiguous and unoperationalized abstract concepts which do not
contribute to informing public policies and designing concrete measures. Therefore,
university research should formulate clearer and more tailored made
recommendations that can be taken up by the policy making community
(interviewee, policy making, 2020).

PART THREE. How to Strengthen the Sustainability of the
Entrepreneurial Ecosystem

The entrepreneurs who have participating in the study are at different stages of
developing their businesses. They have discussed the resources, needs and
challenges they encountered in their efforts to stay in the business environment,
while maintaining their values and having a positive impact on the social level. Some
profiles of entrepreneurs, created as a result of these discussions are presented in
the following.

3.1.  Starting the entrepreneurial journey

In 2018, Lucian started a business in the field of recycling, in Bucharest. To start the
business, he needed lots of information and resources to maintain and develop his
professionalism and to maintain his own values. The resources of knowledge and
skills needed to start a business with a positive impact on society are considerable.
The effort to gather the information needed to meet standards are hampered by
the dispersion of information and lack of direct access to standards and knowledge
that should be facilitated primarily by institutions.
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Starting the entrepreneurial journey in an
LUCIAN increasingly important sector: recycling

Age: 39

Own assets:

1. Legislative matters: Graduated from Law
Faculty which gave him better understanding of
the legislative requirements.

2. Many years of work experience

Impact:
environmental

Partner assets:
1. Financial and management: More than
10 years' experience in running a business.

Acquired knowledge:

1. What do authorities ask him to do? Inquiries at the
Ministry of Environment and National Agency for Fiscal
Administration

2. How others are doing? Other entrepreneurs working in
similar businesses

Education: 3. How it shall be done? Faculty of Chemistry for a
University complete and in-depth understanding of recycling

4. What kind of support does he need? Technological

5. Barriers: everywhere and unreliable information, time
costs, uncertainty, high taxes

Values:
Eco-sustainability

Figure 6 Starting the entrepreneurial journey

The growth of entrepreneurship programs which offered mentorship has led to an
increase in the demand for business consulting. However, the consultancy was
mainly used to deal with tax controls and less for business development. In Romania,
tax audits aim to penalize the entrepreneur, unlike the European Union, where tax
audits serve to inform and assist entrepreneurs (interviewee, business consulting,
2020).

In spite of the cardinal importance of providing ease of ‘start up’ to the
entrepreneurship process, Romania has made the ’start up’ process more difficult
in the last few years (Small Business Act, 2019). More, the SBA, which is the
framework for EU policy on small and medium sized enterprises, notes that the
picture of the entrepreneurship in Romania stays mixed (2018, 2019). In 2019,
according to Doing Business, Romania made starting a business more complicated
by introducing fiscal risk assessment criteria for value added tax applications, by
increasing the time it takes to register for Value Added Tax (Doing Business Romania,
2020). Improvements have been made though, compared to other countries, they
are small and insufficient. Romania ranks 91 out of 190 economies and just below
the regional average of Europe and Central Asia.
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‘Doing Business’, measured the number of procedures, time, cost and paid-in
minimum capital requirement for an enterprise to start up in each of the 190+
worldwide economies. The procedures score lowest and paid-in minimum capital
almost registers maximum points.

~ ~ 7~ 7~
o U U U

Procedures Time Cost Paid-in min. capital

Source: Doing Business Romania, 2020

When we compare the progresses made by other countries, we see that steps taken
in Romania to ease business ‘start up’ are too small to create an attractive and
friendly environment for entrepreneurship to flourish. They merely reflect an
incremental process of change though not supported by political will. For example,
according to Doing Business 2004, 124 economies required fixed paid-in minimum
capital to start a business, while in 2019, about half of the governments gave up to
the fixed paid-in minimum capital (Doing Business, 2020).

With respect to transitioning from manual to electronic filing and payment in Doing
Business 2006, only 43 economies had an online system for filing and paying taxes.
In 2019, this number has more than doubled (to 106) as economies shift from
manual filing and in-person payment of taxes to filing tax returns electronically and
paying taxes online.

Figure - Starting a Business in Romania and comparator economies - Ranking and Score

DB 2020 Starting a Business Score

95.7: Moldova (Rank: 13)
90.5: Regional Average (Europe & Central Asia)
B88.2: Hungary (Rank: 87)
87.7: Romania (Rank: 91)
85.4: Bulgaria {Rank: 113)
82.1: Czech Republic (Rank: 134)

Source: Doing Business Romania, 2020

The complex bureaucracy in Romania makes it more difficult for people coming from
the vulnerable socio-economic categories to break through into Romania’s
ecosystem. The quantitatively increase of the number of SMEs does not lead to
inclusive entrepreneurship.
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Figure - Dealing with Construction Permits in Romania and comparator economies - Ranking and Score

DB 2020 Dealing with Construction Permits Score

100

75.9: Bulgaria (Rank: 43)

69.0: Regional Average (Europe & Central Asia)
67.0: Hungary (Rank: 108)
58.4: Romania (Rank: 147)
56.2: Czech Republic (Rank: 157)
56.2: Moldova (Rank: 156)

Source: Doing Business Romania, 2020

Overall, from 2019 to 2020, the progress in points measured by Doing Business
increased by 0.8. Small steps lose potential.

Recommendation 7: Create a ‘one-stop-shop’ digital service centre for
entrepreneurs offering integrated e-Government services, in line with the
recommendation received from the document ‘Specific Support to Romania, Start-
ups, Scale-ups and Entrepreneurship in Romania’ (2017).

Recommendation 8: Each institution should post on its website ‘information
relevant to entrepreneurs’: relevant guiding information, standards, case-studies,
and opportunities for collaboration.

Recommendation 9: To create good models of common business practices which
support the ecosystem through their values, i.e. circular economy and education,
and that include references to relevant information, time, resources and finance.
They should be published and made available to all entrepreneurs.

Recommendation 10: Financial controls should have an educative purpose and not
a punishing character. That can be found in the decreasing number of penalties and
the increasing number of warnings, and through equipping financial control teams
with educative material and training, open data and ease of access to information.

Recommendation 11: Each public institution, starting with the National Agency for
Fiscal Administration (NAFA), should set up offices through the country that offer
professional advice to entrepreneurs.

3.2. Mentoring and scaling up a business

“One can blame the gazelle for not having six legs when being chased by a
flock of lions, though that would be unfair. Likewise, it is unfair blaming
owners for not being equipped for confronting the state bureaucracy
megalith” (interviewee, business consultancy, 2020).
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The importance of mentoring in
scaling and social involvement

created and distributed free

COV-19 medical protection Oana received financial and mentoring
equipment support for business scaling. The
mentorship was particularly important here
because it offered the ‘know-how'. And she
succeeded in scaling it up.

When the pandemic started, she used a part
of the business resources for creating
Sector: medical protective clothing which were
interior distributed through an informal network.
design Encouraging entrepreneurs with relevant
values to the overall community is more
important than encouraging any type of
entrepreneurship..

Education:
quversity

Figure 7 Mentoring and scaling up a business

Small businesses are the backbone of the entrepreneurial ecosystem. They are the
first victims of the state bureaucratic institutions and their significant administrative
burden has to be eased.

The study conducted by Ernst and Young (2019) shows that for 41% of the
respondents, mentorship and discussions with other entrepreneurs represent the
main source of learning.

According to our survey, there is a significant difference to the situation now
compared to 2015, which is shown in contracting consultancy services. Professionals
have been consulted by 21% of the participants in the study, while 45% talked to
experts informally. Out of the 33% of those who did not use a consultancy, many of
them expressed their intention to do so. A significant percent (43%) appreciate that
mentorship or business consultation contributed significantly to the success of their
business.

In comparison with the more developed nations, the reasons for which a consultant
in business is needed in Romania differ. In Western countries, the entrepreneur
needs an adviser for navigating complex legislation, while in Romania, the
entrepreneur needs an adviser for learning how to apply the legislation. If in
Western Europe both fiscal and non-fiscal controls serve to inform and assist
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entrepreneurs, having a rather educational purpose and thus enabling the healthy
development of the country’s entrepreneurial ecosystem. In Romania, the controls
are made to penalize the entrepreneur and, as a result, bribery remains part of the
Romanian entrepreneurial culture and practice (interviewee, business consultancy,
2020).

Itis recommended that financial controls should have an educative purpose and not
a punishing determent. That can be found in the decreasing number of penalties
and increasing the number of warnings, and through equipping financial control
teams with educative material and training, open data and ease of access to
information.

According to most of the interviewees, the lack of management capacity is the key
limiting factor for the inefficiency and weak value recorded across all domains. Weak
performance in management in national government administration and local
administration impact on the business sector while weak performance of
management in business sector is also remarked.

Moreover, according to Maier (2018), the main causes that lead to the low results
of the Romanian research and innovation system are related to the insufficient
management experience, lack of "trial and error" strategies correlated with the lack
of promptness in correcting mistakes and insufficient funds or poor management of
available funds, along with lack of incentives to support R&D in the private sector
and low absorption capacity of funds through framework programs.

Our study found that inadequate management due to lacking in business
experience, is a barrier identified by innovators (Own Survey, 2020). Without
gualified management back up, an entrepreneurial ecosystem cannot grow. "Trial
and error" strategies and promptness in correcting mistakes are meta-skills which
need to be addressed through the whole spectrum of education.

“We will understand more in-depth the matter of management in 10 years’ time,
when it should then settle down. Because this is not an exact science.” (interviewee,
university, 2020). According to our interviewees, Romania has only now come to
realise the importance of the role of government in R&D, innovation and
entrepreneurship.

Professionals in management and marketing and European (Union) funds
absorption are needed (most interviewees’ emphasis, 2020). As there is a lack of
these professionals, Romania should bring them from outside while also developing
capacity building programs. A massive import of ‘know-how’ and of ‘how to do’ from
European Union will bring the much-desired change.
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Recommendation 12: To consult entrepreneurs and consider models of good
practice at international level for establishing and implementing measures aimed at
stimulating the survival of companies.

Recommendation 13: To offer support programmes to local governments in cities
that want to develop sustainable and innovation-based local business ecosystems.

Recommendation 14: To ensure increased interoperability of relevant data at the
level of governmental institutions, in order to simplify and increase the performance
of entrepreneurial activities.

3.3.  The importance of community building for entrepreneurs

The percentage of adults who intend to start a business within 3 years is the highest
in the EU, exponentially growing from 6% in 2009 to 29% in 2016 (Small Business
Act, 2019).

State financial support for increasing the number of entrepreneurs on the basis of a
business plan has led to "copy-paste entrepreneurship"”. Due to the lack of data, the
contribution of these entrepreneurial activities in adding value in and outside the
entrepreneurial ecosystem is unknown. Moreover, the perception of entrepreneurs
and experienced investors is that financial and non-financial support should be
offered after testing the idea in the market and not solely on a business plan
(interviewee, entrepreneur, 2020).

BIANCA The importance of building a community For

Age: 36 entrepreneurs socially involved and responsible

Impact: . Bianca started a business without any previous business

with the 3D printer she created knowledge and experience in entrepreneurship. She obtained
financial support from a European Union's entrepreneurship
programme for innovation. The advice received from the
entrepreneurial community, more than the mentorship
received, strongly supported her endeavour.

visors for medical personnel
from remote areas

Her business in innovative education was 'frozen’ in the
pandemic context because it was based on close interaction
with children. Adapting the business to the new pandemic
requirements could compromise some of her initial core values.
“Am | a (true) entrepreneur?” How important are the core
values for a company?

Sector:
education

She used the 3D printer to print visors for doctors from
disadvantaged areas. In the end, this example shows that small
Education businesses are those which provide sustainability to the
Unjversity ecosystem. Encouraging entrepreneurs with relevant values to
the overall community is more important than encouraging any
type of entrepreneurship.

Figure 8 The entrepreneur socially involved and responsible 28



The numbers who tell their side of story about the performance of companies in
Romania are worrying.

The survival rate of SMEs is low and so is their productivity and job generation
strategies. Too few reach maturity and the ecosystem is weak. The number of
businesses which ceased functioning is the highest in the last 10 years. The number
of insolvencies in relation to the number of start-up companies, has tripled.

SMEs survival rate in Romania is 52,7% is, as concluded by Startup Cafe in 2017,
based on the numbers calculated for the period 1990 to 2017, by REGnet. The same
study noted that the number of established SMEs and PFA in Romania was
extremely low in 2016 (StartupCafe, 2017)

‘Coface Romania Study — 2020’ shows that if the number of insolvencies is low,
business interruption reaches maximum. There is worldwide evidence that where
there is continuous reorganization procedures in business there is a high rate of
recovery and economic growth.

Data shows (Global Entrepreneurship Development Index, Romania, 2020) that
when it comes to supporting the entrepreneurial ecosystem, institutional variables
score lower than individual variables and that was also the case in 2015. Internet
usage and Business strategy are to be addressed immediately by public authorities
while support services for strengthening the potential of gazelles, export, informal
investment and new tech should be provided.

Bureaucracy in Romania has been streamlined ‘but’ (and this is a big ‘but’), ‘the
signature on the original’ requirement stubbornly stays almost as a symbol of
bureaucracy, and at the same time continuing the ‘head in the sand’ approach to
modernisation and efficiency. “How can | explain to someone in the USA that we
need the original documents to be signed and sent over, when there are no flights
because of the COVID-19?” (interviewee, IP consultancy, 2020).

At a time when Romania acknowledges the fastest growing enterprise software
companies ever known, an app is released which recognises people by the
way they type and world banks and high-ranking universities are adopting the
innovation, Romanian authorities are still asking for the documents with the
signature on the original. The use of digitally signed documents is the first step
towards a more efficient and accountable public administration.

E-filing and e-payment of taxes lead to less corruption and economies with fewer
tax payments have a lower perceived level of public sector corruption, according to
evidence (Doing Business, 2020). High tax compliance costs are associated with
larger informal sectors, more corruption, and less investment. Romania’s expertise
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and excellence in IT should be oriented towards digitising and updating bureaucracy
and thereby lessening the time and money spent on bureaucracy and increasing
the time available for doing business in Romania. More specific topics (such as
procurement) will be tackled in the following sections of the present report.

Recommendation 15: Public financial and non-financial support should be offered
to businesses validated their idea on the market, through a proof of concept, and
not just with a business plan. Entrepreneurship through innovation should be
supported based on a minimum viable product (MVP).

Recommendation 16: Boost collaboration between all relevant actors of the
entrepreneurial ecosystem through innovation, by creating an inclusive and non-
hierarchical community, following the model developed by Brad Feld (2015, 2018).
The community would harmonize the interests and collaborations between
entrepreneurs and innovators, investors and patent holders, representatives of
universities and government organizations, in order to create a sustainable
ecosystem through innovation.

30



PART FOUR. The Entrepreneurship Ecosystem Framework

4.1. Entrepreneurship Ecosystem Framework

Holistic approaches to entrepreneurial environments and innovation are much used
recently in entrepreneurship and innovation policy. An equal focus has been put on
the development of appropriate metrics to determine and assess strengths and
weaknesses and where and how to intervene (Audretsch and Belitski, 2017; Mason
and Brown, 2014).

The ecosystem framework emphasizes that there is no one key factor of success for
entrepreneurship or innovation. Instead, it focuses on the interplay between various
factors, which facilitate entrepreneurship and innovation. According to the Babson
framework (Isenberg, 2011), each country and each region have displayed a unique
configuration of the following six pillars of entrepreneurship: policy, human capital,
culture, support, finances and markets. Though, even if the ecosystem is portrayed
as the network between the components, or successful collaboration between the
six pillars, it is never a static organism. The relation between the pillars sets the
gradients of equilibrium, sustainability and innovativeness of the ecosystem. Its
dynamics depends on international and national factors as well as local cultural
specificities.

Figure 9 Domains of the Entrepreneurship ecosystem

Q BABSON
GLOBAIL

S5/19/2011 © 2009, 2010, 2011 Daniel Isenberg

Source: Babson Entrepreneurial Ecosytem Programme, us, 2011, http://entrepreneurial-
revolution.com/2011/05/08/introducing-the-entrepreneurship-ecosystem-four-defining-characteristics/
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4.2. The Culture Pillar

4.2.1. High intentions for starting businesses

The entrepreneurial intentions of the Romanians are very high comparative to those
of many other countries from European Union.

Gradually, more and more countries have begun to focus on entrepreneurship to
develop their economies. Policy-makers and professionals, entrepreneurs and
scholars believe that entrepreneurship leads to economic growth. There is wide
support for entrepreneurship in Romania too. Society at large encourages
entrepreneurship, high percentages of Romanians desire to become entrepreneurs
and entrepreneurs are enjoying a respected status, even in comparison to other
European countries and to the European average too. There are years when
Romania has ranked first in the European Union with respect to entrepreneurial
ideals.

Regarding the intention to start a business, Romania, among the neighbouring
countries or countries with better economic performance, register a score of 30%,
comparative to Bulgaria 5%, or 20% for Latvia, Lithuania and Poland (Global
Entrepreneurship Monitor, 2014).

More, studies conducted by the Global Entrepreneurship Monitor with focus on
Romania show that there is a very high percentage of people consider themselves
ready for business ownership. They are called intentional entrepreneurs and they
rate within the population stays very high in comparison to other countries from the
region: 32% in Romania, comparative to 22% in Croatia, 15% in Hungary, 22% in
Lithuania or 19% in Poland ((Global Entrepreneurship Monitor, 2014). Romania also
ranks first in the region with respect to the percent of young business
entrepreneurs, early-stage entrepreneurs (TEA) and entrepreneurial employees.

“Youth want to start a business to make money or to be their own boss. Most of the youth
who enrol in our educational programmes have the same story: they want to build a
business, make money and at about 35 years old to start do what they love. It seems to me
that | hear the same story over and over again. This mindset forces people to go into
entrepreneurship and do things that they do not want to do. After this ‘unnatural’
experience, they hire and start cumulating more working experience and training”
(interviewee, non-governmental sector leadership and entrepreneurial education).

Entrepreneurship in Romania continue to see an ascending trend. According to the
study conducted by iVOX in 2019 (Raiffeisen Bank, 2019), 70% of the Romanians
consider that entrepreneurship is the key to economic growth and half of the
Romanian employees want to become entrepreneurs. One out of two Romanians
from urban environment wants to become entrepreneurs.
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However, there is great hunger for business enterprise in Romania. Global
Entrepreneurship monitor (GEM, 2014) noted that in countries with a weaker
entrepreneurial ecosystem, entrepreneurs feel capable to run a business, Latvia,
Slovakia, Slovenia, Romania, the Czech Republic, Croatia, Greece, Portugal, and
Spain.

4.2.2. From opportunity towards productive entrepreneurship

Figure 10 The three types of entrepreneurial activities according to Baumol (1996)

The distinction among the three types
of entrepreneurial activities made by
Baumol (1996) are now standard. The
Productive, Unproductive and
Destructive entrepreneurial activities
are differentiated by the ways they
are engaged in society. The
productive entrepreneurs will engage
in activities such as innovation.
Entrepreneursin the property for rent
market do not contribute to the
country’s development of innovation.
The activities of criminal
entrepreneurs serve only to diminish
the wealth and progress of a
country’s development.
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Government policies should not be
involved in appointing entrepreneurs and the allocation of productive activities. The
supply of entrepreneurs, jobs and activities by the government does not resolve the
problem of limited technological expertise and unsustainable growth. The
government’s role in entrepreneurship is to supply the resources and opportunity-
oriented activities. Independent productive entrepreneurship results in a higher
level of technical innovation and sustainable economic growth.

In compliance with the document ‘Specific Support to Romania, Start-ups, Scale-ups
and Entrepreneurship in Romania’ (2017) we recommend the development of a web
portal where relevant information for entrepreneurial activities to be posted and an
e-newsletter be regularly published. A community of entrepreneurs, innovators, and
professionals should be established while policy makers and other relevant policy
decision makers should be encouraged to access the same relevant information.
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4.2.3. What type of entrepreneur is an innovator?

LOCAL AND
INCRI AL
ENTREPRENEURS

Figure 11 The impact of entrepreneurship out of opportunity

@stergaard and Marinova (2018) found that education turns out to be a crucial
factor in becoming an innovator. Their study (2018) shows that there are two types
of entrepreneurs with long-term education and limited or extensive work
experience who may become global or radical entrepreneurs respectively. The first
would impact community with a global radical innovation, while the second with a
presumably affluent radical innovation due to the possibility of transferring
knowledge, where the area of knowledge determines the sort of products.

Four distinct types of entrepreneurs are identified:

The local entrepreneur has school education and limited work experience. The
influence of his innovations has a local impact on society with generalised
incremental innovation.

The global entrepreneur has university education and possibly no work experience
and tends to impact society with global radical innovations. He is also skilled at
problem solving.

The incremental entrepreneur has non-graduate education and a wide work
experience and tends to impact society with well-functioning incremental
innovation or radical innovation, but the latter are usually more by accident than
design.

The radical entrepreneur has university education and a wide work experience and
tends to impact society with technical and/or radical innovation and understands
the best market for his/her innovation/s.
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4.2.4. The role of values in entrepreneurial behaviour

The starting point of Youth Bank, an educational program released 10 years ago, was
to nurture entrepreneurs who ask themselves “How can | contribute to the
community?” (interviewee, entrepreneurial education, 2020). In the last years, wild
and unrealistic entrepreneurial expectations are instilled by media discourse on
success which reorient people from training and education towards an ideal of
making money. Because of the high rate of people motivated for earning more and
/ or to be more independent, the state should orient its efforts towards supporting
entrepreneurs who bring value to society.

Interestingly, education and the number of years spent as an employee before
becoming an entrepreneur are negatively correlated with income derived from the
business (Own survey, 2020). This in in line with the findings from the survey on the
entrepreneurial ecosystem of 2015 (Curaj et al, 2016). These findings emphasize
that those who enter and survive in the current business environment are, to a large
extend, people who are resilient in the local business culture.

Lesson learned: Instil values and encourage enterprises that are based on values and
positively impact on the society and not just ‘any kind of entrepreneurship’.

Lesson learned. The business environment is hostile to people without experience
and knowledge in business. The so far policy encouragement for people without
experience and knowledge to enter entrepreneurship led to a waste of financial
resources. According to research, necessity driven entrepreneurship, which refer to
starting entrepreneurial activities because other opportunities are lacking, should
be discouraged and replaced with adequate educational programmes (interviewees,
entrepreneurship, 2020).

Research shows that an entrepreneur is working more than 9 hours a day.
Interviewees also say that an entrepreneur is doing simultaneously many jobs. This
makes it almost impossible to keep focus on the vision. Increasing the ease of doing
business would much support entrepreneurs.

The literature which investigates types of entrepreneurship emphasizes that
government policy and societal norms should encourage opportunity-based
entrepreneurship which is conducive to a thriving economy, innovation,
sustainability as it bears the effects of job creation and inclusiveness.

Therefore, for entrepreneurship to be of value to policy makers and stakeholders, it
has to focus on quality productive entrepreneurship (Nicotra et al, 2018). This type
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of entrepreneurship supports sustainable productive growth and so developing
countries should look for changes brought about through enabling the interplay
between opportunity-driven entrepreneurship and innovation and creativity; this
change translates into technological performance, efficiency and innovativeness
(Kontolaimou and Giotopoulos, 2015; Herman and Szabo, 2014; Acs and Varga,
2005; Acs, 2006).

We need to firmly align our policy measure towards entrepreneurship based on
opportunity identification, which can significantly contribute to technological
change, innovation and economic development.

4.3. Policy Pillar
Policy matters from both perspectives of sustainability and innovation. First it needs
to be considered on the axis of sustainability, as it is the stability and predictability
which offers the ascendance of the framework for a conducive business
environment.

The state shall continue to play a role for advancing the economic performance of a
country. It is shown that the economic success is achieved not under the conditions
of a minimal state but through a more flexible one, able to shape reality through
political will.

We note that institutional variables score lower than individual variables and that
was also the case in 2015. Internet usage and Business strategy are to be addressed
immediately. We also note that the Institutional Variables score low on GERD and
Technology Transfer. GERD is the Gross domestic expenditure on Research &
Development (GERD) as a percentage of GDP, and Technology transfer refers to
investment in research and development (R&D) by the private sector, the presence
of high-quality public research organizations, the collaboration in research between
universities and industry, and the protection of intellectual property.
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Staff Training

Institutional 047 | Individua 066

Source: Global Entrepreneurship Development Index, Romania, 2020

Political mandate towards a more innovative economy and digital society is poor
(Andrez et al 2017). There is low interoperability at the level of national
administration because the IT system is divided between public institutions and
each has its own digital public service. Moreover, authorities need to be pressured
to improve their use of digital technologies. The public IT sector does not offer
similar wages as those from the IT private sector and the consequence is that those
who take these jobs in the public sector are not as motivated in performing or
innovating (Chioncel, 2019). There is much need of IT specialists in the public sector
to implement and maintain digital services.

One of the top priorities is to ensure the interoperability at the level of national
administration. For that, make use of the existent competence on the IT market to
ease the workload of entrepreneurs by increasing the efficiency of the public

Research shows that economic development begins with the strengthening of the
institutions and only afterwards entrepreneurial activity should be oriented towards
innovation (Acs and Szerb, 2009). Similarly, good governance powers innovation, as
it is argued by Pippidi (2015). Her article published in Nature in 2015 emphasises
that corruption of the public institutions and insufficient meritocracy are factors
which inhibit innovation. On the same par, llie and Serban, (2019) emphasize that
country’s performance in innovation will change if corruption will decrease and
higher education institutions (HEIs) will start playing an active role as a stakeholder
in the entrepreneurial ecosystem. Similarly, scholars raise voice against corruption
and clientelism existent at the level of universities:
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It's amazing how many resources are quickly acquired by various interest
groups to support sinecures and "compressed air factories" that claim to
produce "innovation", "research" and other concepts whose meaning | do
not think they understand in the context of the world and the real economy.

(Own survey, 2020)

To improve governance, Romania also took a closing the gap approach through
guantitatively increasing partnerships between the state and non-governmental
organizations and businesses. Romania, however, does not possess a solid
bureaucracy similar with that in western developed states, which carried its role in
advancing the administrative affairs of the state. Good governance in Romania is still
a desiderate and to a large extend, partnerships and consensus figures increase
without quality improvement (interviewee, non-governmental sector, 2020).

Paolitical Transformation Economic Transformation Governance Index

Source: Bertelsmann Transformation Index, 2020

It is not just worring that Romania is scoring low on governance today, but much
more worriesome is that good-governance in Romania is on a descending trend for
the last decade, as is the case of innovation.

According to the Transformation Index BTI, we g 201010 2020, Romania’s

note that Romania scores low in the Governance  Governance Performance score has

. . declined by 1.70 points.

Index and much improvement for Steering

Capability and Resource Efficiency are expected. 06’0810 12 1416 '18 20
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For example, Estonia scores 7,46 point and South

Korea 6,65, and no country with a bad governance

score have successful entrepreneurial ecosystems.
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We may compare corruption in Romania, Estonia
and South Korea, as Estonia is referred to as the
Baltic Tiger and went through a rapid economic 22 19 21 20 30 29 24 59 Rank
growth, similar to the case of South Korea, one of 4 citaria are in this dimension-

the four Asian growing fast economies. Hence, we w4 showing decline = 0.25

note that Romania is ranked at 70 and 17% of -0.8 Consensus-Building

public service users paid a bribe in the previous 12
months. South Korea is ranked at 39 and 2% of
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public service users paid a bribe in the previous 12 months. Estonia ranks 18, and
5% of public service users paid a bribe in the previous 12 months.

Procurement corruption is a frequent practice in Romania and has a cumulative
negative effect on society, according to the National Agency for Public Procurement,
which discusses how to reduce corruption risks in public procurement (Puscas, 2017;
SBA, 2019; Romania Corruption Report, 2017). Public procurement should allow
more than one company a fair chance of winning the tender. On the one hand, this
will diminish clientelism and favouritism and, on the other hand, it will strengthen
small businesses. Collaboration and networking might be a spill over effect. In line
with the recommendation received from the document ‘Specific Support to
Romania, Start-ups, Scale-ups and Entrepreneurship in Romania’ (2017) we re-
iterate that ‘The National Authority for Public Procurement should undertake ‘a
sandbox approach’ to experiment with precommercial procurement and
procurement of innovation engaging start-ups and scale-ups’.

Red tape discourages the participation of enterprises in public procurements by
asking entrepreneurs to provide various documents which are time consuming for
the applicants. Actually, the state requires enterprises to present papers for
registering for the tender, which are issued by the state itself. That takes much time
and energy. The measures which are meant to contribute to discouraging
enterprises and encouraging clientelism should be reversed.

The state needs to benefit from the advantages of high competence in IT. The
webpages and downloads of most of the public institutions are insufficiently
developed and poorly designed. The latest information required by entrepreneurs
is scattered and most of the public institutions keep displaying information which is
not of relevance anymore.

The city of Cluj attests that the exercise of good governance (which is still on its way)
may well result in economic growth and development. Cluj is an ecosystem on its
own. Smaller than Bucharest, it is much easier for small businesses to sprout, and
entrepreneurs much support each other. The streets are full of people celebrating
or protesting. Having more NGOs per capita than Bucharest, in Cluj, there is dialogue
between public administration and citizens and even an interactive participatory
budgeting process has been implemented (interviewees in entrepreneurship and
university good governance, 2020). And all started about 15 years ago.

“Cluj has been always a center of civic movements. There are many civic initiatives,
we did not like anything. We did not like the pots we made scandal, benches,
scandal, trees, scandal, but scandal in a good sense. Protests, appeals. Not only that
we made noise, but we took initiatives. Many initiatives appeared and public
administration had to raise the standard. Public administration standard had been
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raised by the state. Those who really wanted to do something and not just to
request something, they really did. It was an interplay: | do, you support, and much
creativity and collaboration (interviewee, non-governmental sector, 2020).

Lesson learned. Civil society may take the lead towards change in public
administration.

4.4.Finance and Markets Pillars
Finance and support capture the availability of finance for innovation projects and
the support of governments for entrepreneurship and innovation activities.

The Romanian microfinance sector, although quite well-developed in general, is
constrained by the lack of lending funds, complicated procedures and a lack of
access for the target groups of inclusive entrepreneurship. Financing and assistance
are becoming more readily available for inhabitants of the rural area, in itself a
disadvantaged group in the market (OECD, 2018).

Anton and Onofrei (2016) note that innovative SMEs or companies with a high rate
of growth were not prioritized in the public strategies for funding and supporting
entrepreneurship, and venture capital was extremely reduced. Further, the authors
recommended the diversifying of the range of the financial sources available to
SMEs: venture capital, crowdfunding, microfinance, and asset-based finance) and
their promotion. If in 2011 venture capital represented less than 0.1% of GDP, today
the ranking of EU Member States by VC funding activity 2015-2017 shows that
Romania is in 24™ position, followed by Cyprus, Croatia and Bulgaria, according to
the Annual Report on European SMEs 2017/2018 The 10th anniversary of the Small
Business Act.

Several mainstream programmes and direct funding opportunities aiming to
support the existing SMEs and business creation, are described in the country report
on inclusive entrepreneurship from 2018 (OECD, 2018). The current analysis
highlights that barriers to accessing capital represent a weakness of the whole
ecosystem. Even if there are various types of finance possibilities like banks, micro-
finance institutions, VC/Angel Investors/Private Equity, crowdfunding and European
funds, the efficiency and competitiveness of finance market are missing. For
example, debt capital is expensive, once the value of collateral requirements is high
(186.8% of loan amount) and 80% of loans require collaterals. Also, Romania needs
to address its severe BA/VC/PE investments gap, as these are significant capital
sources for business development, growth and expansion.

Limited access to finance remains one of the major constraints to the growth and
the development of entrepreneurship in the European Union and, in particular, in
Romania, especially in early stages of business. However, research shows that there

40



is no unequivocal correlation between financing businesses and their survival, and
the experience of Romania amply confirms this finding. In contrary, financing start-
up and innovative businesses will affect the job creation indirectly due to the high
promise of growth and their positive spill-over effects on the economy.

SMEs internationalization should be promoted as a top priority of Romania. Limited
consumerism and lack of market sophistication hamper the development of
businesses in Romania.

The buyer sophistication indicator shows that Romania marks 3.07 on a scale from
1to 7, below the global median value (World Bank, 2019).

In 2018 and 2019, SBA repeatedly stressed the importance of the focus on skills &
innovation and single market. They recommend laying the foundations for progress
on 'internationalisation’ and ‘access to finance’, and further, on promoting exports,
encouraging private investments and alternative sources of financing, and boosting
ICT skills. The most recent challenges relate to the prompt transposition of European
Union legislation and to support for SMEs to help them trade more online and
develop and upgrade their ICT skills. In parallel, more suitable regulations are also
needed.

It is recommended to differentiate between diverse types of start-ups and to
identify, for financial support and tax incentives, the more knowledgeable -intensive
start-ups and those relevant for eco-innovation and for a sustainable growth.
Businesses with an eco-component or who contribute to reducing the
environmental impact shall be supported for a more mature, responsible and
sustainable entrepreneurial ecosystem.

It is recommended to give Romanian companies accepted in international
acceleration programmes a grant of EUR 15 000 to subsidise their travel and
subsistence expenses, in line with the recommendations received from the
document ‘Specific Support to Romania, Start-ups, Scale-ups and Entrepreneurship
in Romania’ (2017).

4.5. Support Pillar
Inclusive entrepreneurship

Inclusive entrepreneurship referred to stimulating any social and economic group to
create businesses. Inclusive entrepreneurship is promoted in the European Union
strategy because of its capacity to lead to social inclusion, job creation, innovation
and research and development.

41



From 2014 to 2020, Romania assumed a generic strategy for strengthening
entrepreneurship through policy measures focused on improving the access to
finance, responsive administration and entrepreneurship (The Romanian
Governmental Strategy for Development of SMEs and Business Environment
(RGSDSMEBE) 2020 (OECD, 2018). The strategy addresses inclusiveness, job creation
in rural areas, entrepreneurship education and support programmes aiming largely
at the vulnerable or disadvantaged social groups. In short, Romania addresses the
burden of its long legacy of sharp disparities between rural and urban through
supporting entrepreneurship in the disadvantaged areas under the condition of jobs
creation.

In the Romanian entrepreneurial ecosystem, the conditions of creating and
maintaining new jobs are difficult to meet under the current labour market
conditions and under the auspices that performing technology might even reduce
the number of jobs in the first instance.

Entrepreneurship programs such as Start-up, Diaspora Start-up and the national
Start-up Plus are not convincing for professionals and entrepreneurs. However,
there is no indication of any success, not even of the fact that people from
disadvantaged areas were having a chance to enter entrepreneurship. The excessive
bureaucracy and complex skills can hardly be mastered by people from
disadvantaged groups.

Our interviewees emphasized that the beneficiaries of state social assistance are
about 80% people with an education of maximum 8 classes while about 30% have
very few years of schooling. The belief that these vulnerable people can become
entrepreneurs is, at most, a naive opinion. Solid social policies should be addressed
with a special emphasis on education, instead of supporting entrepreneurial
endeavours without evidence of them being fruitful. Moreover, the entrepreneurial
activities which rise from disadvantage communities, besides having a small
surviving rate, may weaken the communities further. They are destructive to the
community due to their unsustainability and commerce-oriented nature
(interviewee, social policy, 2020).

In 2019, Romania counted over 1, 38 million entrepreneurs, which is the highest
number in comparison with the previous decades. The fact that 37, 5% of them were
women shows that Romania was also performing well along some inclusive
indicators. (SBA, 2019) Dedicated programmes are available for vyouth
entrepreneurs, young graduates, the unemployed, and women. There is, however,
a policy gap with regard to senior citizens. Incoming migrants are not
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explicitly targeted by start-up financing programmes either, in part due to the
relatively small scale of migration in the country. Beneficiaries of asylum and/or
refugee status are entitled to the same provisions as Romanian citizens under the
Unemployment Insurance Act (Ghinararu, 2016).

Special programs have been designed to stimulate women entrepreneurs, and
recommendations for stimulating Roma and refugees’ entrepreneurship have been
received. Positive discrimination went for constructing entrepreneurship programs
special designed for socially economically disadvantages, vulnerable categories.
Research shows that support measures (Dodescu and Cohut, 2018) are needed.
Rather than designing special entrepreneurship programs for vulnerable categories,
public funding mechanisms should continue to address generally all categories and
support measures should complement each specific public funding mechanism, in
order to encourage, maintain and advice vulnerable categories.

This approach of tailored programmes weakens the entrepreneurship ecosystem by
scattering the efforts into many programs and increasing the competitiveness inside
the vulnerable groups. This goes against encouraging collaboration and increases
the entry number of vulnerable people to compete against each other, thus
weakening their efforts.

Therefore, it may be better to focus on support measures for creating and
maintaining the businesses that empower the vulnerable to continue in the
ecosystem for a longer period, with minimum losses. Moreover, this would increase
their financial and entrepreneurial education which would help them more.

Romania performs well when meeting the indicators for inclusive entrepreneurship
but it needs to strengthen its performance. The measures recommended target
strengthening entrepreneurship: develop action plans for entrepreneurship support
for key target groups and improve the ease of doing business in general.

4.6. Human Capital Pillar
Human capital is the basis of sustainable development. The importance of human
capital for the entrepreneurial ecosystem is the acknowledgement of people being
the core source of economic growth.

To enhance human capital means promoting strategies for development and
innovation. Human capital is understood in terms of educational courses and labour
training which are optimized and based on the contextual environment. Scholars
who have taken up the topic of human capital in entrepreneurship (Rauch and
Rijsdijk, 2013; Wiklund et al., 2009; Shepherd and Wiklund, 2006) argue that
developing and investing in knowledge and information have long-term positive
effects on business environment.
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Human capital condition in Romania might be summarized in a half-phrase: ‘it has
one of the highest international migration rates worldwide’. Migration from
Romania started in the 1990s and became a massive phenomenon around 2002.
The unskilled and low skilled were the first to migrate, then followed by the skilled
and highly educated. (Romania’s ‘brain drain’.)

Migration led to significant losses for the Romanian entrepreneurial ecosystem and
innovation. The Romanian Entrepreneurial Ecosystem. Background Report (Radauer
and Roman, 2016) shows that real challenges continue to be posed by steady
emigration rate including outgoing highly-skilled workers and the increasing ageing
population.

Therefore, Romania is badly affected both by the brain-drain and brain-waste
phenomenon, which refers to professionals who accept lower positions for better
life standards and salaries (Andrén and Roman, 2016), and hoping to gain access to
professional opportunities as a strategy for long term migration. This continues to
hinder the sustainability of efforts in innovation and economic development at
large.

If 30 years ago Romania had a reasonable well-educated labour force, particularly in
niche specialized technical fields, human capital resource deteriorated significantly
through external constant migration. The great assets of quality maths and science
education are fading fast. More, data shows that Romania has the lowest
percentage of tertiary education graduates in the European Union, with 26.3% for
the age segment of 30 — 34 years (Eurostat, 2018). A solution has not as yet been
found to stop the migration of Romania’s highly skilled and educated manpower.

Romania ranks 84 out of 122 countries with respect to education, except for quality
of maths and science education where is ranks 51/122. This ‘insular’ performance
should continue to be valued. We face a deficit on the labour market in various fields
(Balan & Olteanu, 2017; lacob, 2018) The severe under-utilisation of human capital
is also specific to RDI system, according to 2015 Rio Report (Gheorghiu et al, 2016).
(Strengths according to https://www.globalinnovationindex.org/analysis-economy)

Conclusively, human resources capture the availability of high-skilled and educated
people, while its performance is captured in R&D. Romania bears a historical
heritage of poor investment in its human resource, which is one of key enablers of
innovation; migration is symptomatic in showing the country’s incapacity to retain
and value talent.
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4.7. Partial conclusion: IES the current perspective

Summing up, the strategies for the development of the current entrepreneurial
ecosystem should be harmonized and oriented towards sustainability and
innovation. The below figure represents a visualization of the 6 pillars of the
ecosystem, following the assessment of each. If the entrepreneurial culture should
be oriented towards market opportunities and should discourage entrepreneurship
out from necessity, the measures related to Support and Human Capital should
consider the sustainability of the ecosystem. The support instruments for the
entrepreneurship ecosystem which derive from Policy, Finance and Markets should
encourage innovation.

Figure 12 The Innovative Entrepreneurial Ecosystem in the current perspective
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PART FIVE The Innovative Entrepreneurial Ecosystem

This chapter discusses the innovative entrepreneurial ecosystem. It begins by
showing that according to the last international rankings, the performance in
innovation of the country constantly decreases. The second part delves into the
intriguing issue of why the innovation performance is so low, based on the available
data, our survey and the insights of the interviewees which come from universities,
innovative entrepreneurship and IP consultancy.

Many of the identified barriers to innovation are common to the Eastern and Central
European space. However, the fact that, generally, there is no vision on how the
patentable idea should enter the market is the most important barrier. If the
governmental funding programmes continue to support research without
prioritizing and encouraging, nurturing and growing the research which is of benefit
to the society at large, the country’s ecosystem of innovation would continue to
weaken.

5.1.  Preamble to the study of innovation in Romania

Innovation is of great importance, because it is regarded as the driver of economy
and creativity. Human talent and R&D are crucial factors for enhancing innovation.
Public expenditure on education and the intensive staff training correlate best with
innovation performance.
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Today, Romania ranks last in European Union in its performance with regard to
innovation and the financial support for innovation which has decreased during the
last decade. During 2018, OSIM registered a decrease in applications for protection
titles, being submitted with 286 fewer applications thanin 2017. Scholars emphasize
the warnings which the poor ecosystem of innovation exhibit. They warn against
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enlarging the gap between Romania and other countries, if no persuasive measures
will be taken, such as: investments in R&D infrastructure and policy to improve the
outcomes in the educational systems, support for intrapreneurship and
collaboration between companies and institutions (Badulescu and Cadar, 2016,
Cadar and Badulescu 2017, Cioc and Ursacescu 2017).

According to the European Innovation Scoreboard, Romania and Bulgaria are the
low/poor innovators of European Union. It is not the bad news about the poor
performance of innovation in Romania which should raise awareness but the fact
that the situation continues to worsen. In the context of high global competitiveness
and of the neighbouring countries overcoming at fast peace their disadvantages,
such as The Czech Republic and Estonia, Romania is becoming more unattractive for
foreign investors; migration continues at a constant rate, and Romania continues its
way on a downward path.

There is a much clearer overview when compared to the situation between Bulgaria
and Romania where the dynamics of the innovation performance in the period
2010-2016 are shown the clear descendent trend of Romania (Crisan et al, 2018).
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Increasing Romania's competitiveness through innovation is difficult to achieve in
the context of the continuous exodus of skilled labor. Romania ranks last in
innovation in the U.E. and the country's performance in innovation continues to
decline (e.g. EU Innovation Scoreboard, 2020).

Romania's innovative entrepreneurial ecosystem is insufficiently attractive
compared to other countries that offer adequate support with significant tax
exemptions. The Romanian market is still poorly sophisticated for innovative
products and services. The buyer sophistication indicator shows that Romania marks
3.07 on a sclae from 1 to 7, below the global median value (World Bank, 2019).
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Figure 13 Brain drain and the low attractiveness of the business ecosystem

The lack of the national market’s sophistication, the weak public procurement of
innovation, along with other factors, determine the internationalization or export
of innovative businesses in Romania.

Recommendation 17: Representatives of Uipath, Emag, TypingDNA, FintechQS,
TeleportHQ, Questo, Elrond, CyberSwarm, SmartDreamers, NiftyLearning,
TalentBrowse, XVision are mediatized as successful stories. Consult them on how to
stimulate other innovators and how to meet the very top problems of the public
administration to better serve the needs of entrepreneurs.

5.2. Romanians who innovate in Romania

We found that the number of patents awarded to individuals is higher than those
awarded to businesses. The assertion - ‘there is no compelling reason to innovate’
is the most frequent answer both for the case of Romania and neighbouring and
Baltic countries, when explaining poor innovation performance. This may be,
because of the IPR regulations from 2014, as mentioned below, as the legislation
discourages enterprises and individuals to innovate. However, the State should
consult the enterprises and find the adequate ways to support individuals to
innovate within enterprises.

Generally, the age of the individual applicants in Romania is over 50. That
dramatically emphasizes the brain drain phenomenon and the unfriendly
environment for innovation: Romanian youth innovates outside Romania. In the
year 2015, Romanians were the authors or co-authors of over 200 patents registered
by enterprises from USA, according to international data base (Bechir, 2016).

Romanian researchers and innovators claim that there is generally an increased level
of suspicion and mistrust which affects collaboration and lead to trusting more the
intellectual property rights system of other countries more than that of their own
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(Own survey, 2020). It is recommended that measures be put in place to recognize
the contribution of innovators whose impact is stronger than current practices that
discourage collaboration and innovation.

An expert in intellectual property rights stressed that there is often the case of many
individuals in Romania, for whom the costs of registering their innovation, in any
form, is a barrier to innovation. Therefore, similar to the situation of stimulating
entrepreneurship where global measures for eliminating or diminishing at minimum
the costs of starting a business have been taken, recommendations for a country
which needs to stimulate massively innovation goes for eliminating these costs for
individuals.

However, the participants emphasized the insufficient knowledge of the experts as
a limiting factor in the innovation process. They declared that the IP expertise leaves
much to be desired when it comes to recognizing the innovation, and usually
wrongly frames the invention in some situations that the inventor does not have the
possibility to realize and is forced to abandon the struggle (Own survey, 2020).

5.3. Private enterprises who innovate in Romania

The assertion - ‘there is no compelling reason to innovate’ is the most frequent
answer both for the case of Romania and neighbouring and Baltic countries, when
explaining poor innovation performance.

According to the data from Eurostat, the most frequent reason for enterprises not
to innovate is that there is no compelling reason to do so. 21,697 enterprises from
Romania gave this reason. The second most frequent reason not to innovate, though
to a lesser degree is that barriers to innovation are seen as very high. The situation
of barriers for innovation in Romania is similar to some extent to the situation of
many other countries in the region, and even to Estonia (Eurostat, 2016; Varblane
et al, 2010).

The Law 83/2014 is favourable for individuals who invent within universities and
public research organizations, but not for those from independent enterprises. Each
enterprise, according to the internal regulations, would compensate the inventor,
though, most often the retribution is not incentivizing.

LAW 83/ 2014 Art 6. For the service inventions provided in art. 3 para. (1) lit. b) which
have been claimed by the employer, the employee inventor has the right to a
remuneration established by the employer, under the conditions provided in art. 7.

LAW 83/ 2014 Article 15 The employer develops and promotes policies and programs
in order to increase the capacity for innovation for greater competitiveness and job
creation.
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Participants in the survey stressed that there is no public support of innovation at
the level of enterprises and also brought attention that the limited competence of
OSIM barely encourages innovation and collaboration: “Innovativeness from the
private sector is not incorporated into the national legislation and it is not supported
in obtaining a patent by OSIM” (Own survey, 2020)

“The Romanian Government’s established Institutions and Departments of research that are
responsible for assisting and evaluating the research and innovations of the private sector
are in fact incapable of meeting the needs of the private sector in the fields of research and
innovation. Furthermore, they are ill equipped to understand the economic realities and
practical demands the private innovator and entrepreneur is confronted with both in the
short and long term. Thus, in Romania, there is little or no support, insufficient information
resources and practices required by innovators. These must be obtained from outside the
country, usually at a higher cost than | would like or sometimes | could afford” (Own survey,
2020).

According to our own survey the governmental institutions are insufficiently
meeting the needs of the private sector.

“There is a gap as big as the Marianas Trench between the private sector and the public
sector. Some companies invested in research and found they had wasted money and on
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balance it would have been better if they bought technology / patents, and import licenses.
The Start - up Nation did not give a penny for research in the private sector, or cover the cost
of expertise of the accredited laboratories which are required to verify the invention and
enable the invention to be recognized by OSIM (Own survey, 2020).

5.4.  The barriers to innovation, collaboration and commercialization

There is no data showing that those from academia economically exploit the result
of their work, following a trajectory from the university into the market (Curaj et al,
2016). Though, researchers in universities and public organizations consider that
there is insufficient support in exploiting research results in order to bring their
innovations into the market and that there is an environment hostile to the
development of trust and collaboration (Own survey, 2020).

According to the interviewees, research from universities is lacking relevance for the
actual societal context and market. That is the first explanation for low performance
in research and innovation and for the very few patents which reach market
(Interviews, 2020).

The study which focuses on the ‘Analysis of the factors that obstruct the diffusion of
innovation, including digitization’ (Chioncel, 2019) discusses in detail the barriers
existent in the innovative ecosystem, which are presented in the bellow figure.

Fragmentation of governance
Limited evidence-based policy making
Limited evaluation of the RDI programmes
High and complex administrative bureaucracy

~ y

Brain drain
Insufficient attractiveness of scientfic careers in
public domain

SUPPORT

Low level and low efficiency of the funding
Traditional and rigid system

Regional disparities

Limited vocational training and life-long training

Low Funding for RDI

Low integration in ERA

Disconnection from international RDI trends
Low culture for Innovation

Figure 14 Barriers to innovation according to the ‘Analysis of the factors that obstruct...” (Chioncel, 2019)
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The interviewees also emphasized that the university curriculum is not correlated
with the current needs of the market (interviews, 2020). Research or patentable
ideas often have the same problem of lack of relevance to market needs
(interviewees, IP consulting, university researchers, 2020; and own survey, 2020).
Close contact with the business ecosystem, networking and collaboration should be
set prior to any undertaking of a research project. Strategic basic research
significantly increases the chances of bringing an idea to market. There is a large
consensus of opinion that many patentable ideas are not relevant for today
challenges and that is the prime reason why they do not reach markets
(interviewees, IP consultancy, university researchers, 2020; own survey, 2020).

THE BARRIERS TO INNOVATION, COLLABORATION AND COMMERCIALIZATION
FROM THE PERSPECTIVE OF ENTREPRENEURS AND INNOVATORS

POLICY

MARKETS
CULTURE

SUPPORT

CULTURE

COLLABORATION COMMERCIALIZATION

Figure 15 The barriers to innovation, collaboration and commercialization from the perspective
of entrepreneurs and innovators, according to our own survey, 2020

The main limiting factors in the innovation process perceived by entrepreneurs,
researchers and innovators participating in the survey are: brain drain, support
policies and poor funding. We meet the same limiting factors to collaborations,
along the cultural factors, such as lack of trust.

Many of the barriers identified to innovation are common to the Eastern European
area. The lack of vision on the exploitation and commercialization of market
research results is the most important barrier.

The process of commercialization of innovation is also limited by cultural factors,
such as lack of trust in Romanian products, but also by the insufficiently
sophisticated national market, which also hinders the commercialization of
innovation (Own survey, 2020).
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5.4.1. The barriers in the innovation process

According to the participants in the survey, the highest number of innovation
difficulties (28%) relate to Human Resources. Finances (23%) and Policy (21%) are
closely following Human Resources concern. Support (16%) is also a matter of
concern for some of the participants, while Culture and Markets came last, only a
few participants named these as difficulties (Own survey, 2020).

The lack of human resources and the lack of professional ability of the professionals,
including those among the administrative personnel, represent, the strongest
insufficiency; they all had a negative effect on the innovation processes. Some of the
participants mentioned that their personnel were professionally trained within the
company. Financing simply refers to high costs and some of the participants
mentioned the difficulties in accessing loans.

Many participants stress that the general lack of expertise is a key problem in the
innovation process. The shortcomings of an inefficient system are encountered by
one participant, whilst another participant encounters policy guidelines which do
not address the country’s specific culture.

“Limited access to information research, results in difficulties in creating viable
applied research partnerships and experimental demonstration, implementation
due to lack of infrastructure in research and testing and professional training units”
(Own survey, 2020)

“The legislation and financing guidelines [are] not adapted to the needs of the
industry in our country and region” (Own survey, 2020).

Cultural factors are shown to play a heavy role in the innovation performance of a
country. Lack of or poor collaboration frameworks and social practices, of openness,
reluctance to new ideas, mistrust, no long-term vision, poor communication are all
culprits of the failed innovation system in Romania listed by the participant in survey
(Own survey, 2020).

5.4.2. The barriers to collaboration

The collaboration with companies in different places is presented in the chart below.
The highest numbers represent percentages out of companies that collaborate with
other companies in their own cities or region; those collaborating with companies
in other European Union countries are a close second. The Collaboration index was
formed by adding separate dimensions of collaboration — The index minimum value
is “0” and maximum value is “6”; mean is 4.02, std. dev. 1.53.
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THE COLLABORATION INDEX

Figure 16 The Collaboration Index Own Survey, 2020

It shows that once you collaborate, you will then have a tendency to collaborate
further. A spill over effect can be hypothesised/speculated.

There are no significant correlations between the collaboration index and the
innovator’s education and/or income.

There are three main barriers to collaboration, mentioned by the participants: Policy
(38%) ranks first, followed by Culture (31%) and, to a lesser extent, Support (13%).

A few participants mention that there are no barriers in collaboration, while some
others mention ‘time’ and ‘data access’ as barriers. Participants see a close relation
between the lack of funding and non-inclusive public financing projects, which erode
collaboration and maintain unprofessionalism and technology lapses. It continues
to be uncertain if these perceptions lead to lack of trust, no long-term vision, poor
expertise, corruption and such, which, in turn, may lead to poor collaboration.

Lack of or poor public financing is the most often cited reason for affecting
collaboration.

Weak policies and poor performance of the public institutions discourage
collaboration. Lack of public financing coupled with the incompetence existing at
the university level and R&D institutions are emphasized by most of the participants.
Corruption and nepotism also make innovation difficult.

There is no incentive for collaboration because of: 1) Lack of or much inconsistency
in public financing of the projects, and the poor monitoring and evaluation of
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projects and 2) Overloaded bureaucracy. There are no funds, no competitions are
organized, resulting in a reluctance to collaborate.

One of the participants who operates in the space technology sector explained that
the State’s incompetence affected his work as Romania has not paid its contribution
to the European Space Agency for over 3 years and, therefore, the source of
financing via ESA projects has been stopped. This leads to discouraging innovation
and widening the already large technology gaps.

Diverse cultural aspects are emphasized by the participants, such as: reluctance
towards collaboration, lack of interdisciplinary collaboration (which arises from
other research findings as well and it is one of our key findings in designing public
strategies and policies), lack of vision, lack of flexibility.

Reluctance towards collaboration is one of the key factors, which contributes to the
weakness of the whole innovation process in Romania.

6.4. The barriers in commercialization

Culture and Markets equally score the highest, as the most relevant delaying factors
for commercialization. Policy and Finances, on equal footing, come second.

Culture and Markets equally score the highest, as the most relevant delaying factors
for commercialization.

High costs, lacking capital and limited investment are hindering the
commercialization process, according to many researchers from the public sector.

One third of the barriers identified to commercialization are cultural and are due to
the reluctance to accept the new and to accommodate change. The lack of trust in
general and the lack of trust in Romanian products and the preference for imported
brands.

Marketing is another difficult challenge for innovators / entrepreneurs in Romania.
The existent of poor marketing is a major cause for high costs, distribution channels
and alike. Competitiveness is yet another major problem that has to be tackled. The
issues regarding competitiveness are not specific to the Romanian national
ecosystem. Participants mentioned that because poorer quality products are
preferred and international companies are seeking to dominate the Romanian
market. It is therefore almost impossible for the home-grown innovator /
entrepreneur to succeed in the market place.

55



5.5. Developing an intellectual property strategy

OSIM is the State Office for Inventions and Trademarks, a key institution for
innovation in Romania. There is a sharp contrast between how the applicants at
OSIM and those from IP consultancy perceives OSIM. IP consultants insist that the
education of the researchers at large is critical for promoting a better understanding
of the importance of:

1) having the vision, to apply for a patent and bring the innovation to market;
2) having the knowledge of what it implies to turn an idea into patent;

3) asking for professional support on how to obtain, maintain and exploit a
patentable idea (interviewee, IP consultancy, 2020).

Before applying for a patent, the applicants should | be informed on the procedures
and costs, have a vision of how to bring the idea into market the knowledge of what
it implies to turn an idea into patent to ask for professional support for how to
obtain, maintain and exploit a patentable idea.

Apparently, OSIM is just one click away for disabling the option ‘sending documents
in original form, as well’, not allowing exclusive filling of the application online.
Nevertheless, currently, the applicant is discouraged from e-filling as there is also
the need to send the documents in paper format.

Many researchers, (mainly from universities and public research organizations)
(Own survey, 2020) complain about OSIM’s procedures and costs. “Be aware of the
amount of time taken by OSIM, as time is the biggest enemy of innovation and new
technologies.” (Own survey, 2020). The IP costs and the high bureaucracy and poor
management of OSIM (State Office for Inventions and Trademarks) are recurrent
themes which appear as barriers to innovation and commercialization. From the
various descriptions of the survey participants, OSIM seems to be a heavily
bureaucratic organisation, very slow in responding to the market resulting in high
administrative costs which the innovators cannot afford. More, there is a black
market of ideas and innovations, and, in the absence of good administration for
intellectual protection, the innovator refrains and become reluctant to be involved
with the OSIM.

However, OSIM’s procedures and costs are due to the nature of patent process,
according to some IP consultants (interviewees, IP consultancy, 2020). OSIM is
bureaucratic, but it is not much more bureaucratic than its homologues from other
European Union countries, according to IP consultants interviewed. Though, some
of the innovators from Romania perceive the institution as being quite bureaucratic
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and that hampers the innovation process (Own survey, 2020), though, some IP
consultants emphasized that the institutional arrangements are in line with the
European Union.

When a patent application is filed, an OSIM consultant assists and completes the
process. There is thus a certain degree of dependence on the competences of an
individual, on her/his own preparation and law interpretation, although, out of 70
OSIM consultants, many are knowledgeable and trained to European Union
standards. However, OSIM should increase their number if that will speed up the
processes.

IP consultants insist that the education of researchers in general needs to be
developed in order to have a more accurate understanding of the process of
transferring research results to the market. This involves requesting and providing
professional support on how to publish their research results and, to obtain,
maintain and exploit an internationally patentable idea (interviewees, IP
consulting).

In conclusion, it is recommended to pursue a clear understanding of what the
innovation process is and the costs associated with it, before research projects and
patent applications are made. IP consultants warn that many situations of unproper
protection and poor exploitation of the patent may occur when individuals do the
process just by themselves.

“Patentable ideas entail complex procedures. Obtaining a patent is burdensome: it
takes a long time and the costs are high. It depends on the type of request, but it
might take between 2 and 5 years. The most rapid office is in UK. Though, one can
file an application in Romania and then she/he can immediately file a European
patent or even go elsewhere, where the procedures are easier” (interviewee, IP
Consultancy, 2020).

It is recommended also to facilitate access to patent documents and literature as a
source for technological information. And, it is recommended to raise awareness
and trainings on how to bring a patent idea into market, as well as networking for
exploiting the idea shall be considered with highly attested professionals in IP
Consultancy.

“For patents, one cannot get protection everywhere. Patents are generally
territorial, to protect the idea within each state and that is why the procedure is
difficult and very expensive. One can obtain a European patent from the European
Patent Office, which will be valid in about 40 States, but it is not enough. Even if it
is granted, a separate procedure for each state should be applied to as well. On
average, a patent is protected in 7 States, but in pharmaceuticals or
telecommunications it is so in no less than 60 States. Maintenance fees or renewal
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fees are paid afterwards to maintain a granted patent in force in each state. In
principle, the right holder does not have to wait for something, she/he has to pass
it on or defend it” (Interviewee, IP Consultancy, 2020).

Another related deficiency of the system is mentioned by one of our survey
participants “Lack of national programs dedicated exclusively to accredited
independent laboratories. Only when there is a lack of national possibilities to issue
certified bulletins, do the authorities take into account the problem even then
makes little attempt to resolve the problem, with any concrete supportive
measures” (Own survey, 2020). Therefore, decision factors should take into account
all the diversity of institutions involved in the innovation processes.

Though, even if frequent comments of the participants (Own survey, 2020) are
related to intellectual property rights procedures led by OSIM, there are also other
hindering factors such as bureaucracy, corruption, fastidious legislation, lack of
policies for innovation and lack of R&D support and the frequent changing of
regulations. IP consultants’ perspective is crucial to facilitate the understanding of
processes and procedures for a patentable idea.

The consultants often remarked that people who apply for a patent are not
motivated and have no vision for exploiting the patent which is actually the very
reason for obtaining it. Most probably there is the same mindset with people from
social sciences who try to get published without any motivation for contributing to
society.

Though, there is a market for consultancy in IP in Romania but low demand for
consultancy on patents. The consultants focus to a larger extent on trademarks and
copyrights, although they could meet the demand of on an increasing number of
assisting requests to obtain patents (interviewee, IP consultant,2020).

5.6.  Onthe relation between education, innovation and entrepreneurship

For the case of Romania, we looked at how innovation is related to education.
Importance of innovation was measured on a scale from 1 to 7, where 1 means
minimum importance and 7 maximum importance. When looking only at those
considering innovation important (those that answered 5,6,7), it becomes apparent
that the majority of entrepreneurs consider innovation important. Almost 60% of
respondents consider the financial benefits of innovation important, while 74.6%
consider the nonfinancial benefits of innovation important. Moreover, almost 90%
of entrepreneurs consider that innovation has important benefits for the future of
their companies. An index was constructed by adding the three dimensions
presented above: the mean value is 16.23 with a standard deviation of 4.1 (min
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value 3, max value 21). This results clearly shows that most entrepreneurs value
innovation in any/all of its dimensions.

WHY IS INNOVATION IMPORTANT?

FINANCIAL NONFINANCIAL FUTURE

BENEFITS OF BENEFITS OF BENEFITS OF
INNOVATION INNOVATION INNOVATION

Figure 17 Why is innovation important?

Correlations suggest a direct positive relationship between income derived from the
business and support for innovation: the larger the income, the stronger the
commitment to innovate. This finding can be interpreted along the lines of
innovation being possible and considered profitable only above a certain level of
wealth.

Education is only correlated with appreciation of financial benefits of innovation,
and the direction of the correlation is negative: higher education is associated with
less appreciation of the financial benefits of innovation, while not being correlated
at all with the other two dimensions of innovation.

David (2015) shows that Romania has potential which is comparable to other
countries’, though it is not supported and nurtured. Culture delays its real potential
manifestation. For example, it is argued that we perform poorly in agreeability and
openness, which are traits which support innovation. Therefore, a change in
mentality needs to be supported, though educational institutions might not be the
right avenues for bringing change at a faster peace.

“A decade ago, it was thought that entrepreneurship was a ‘natural’ thing, like
having the gene of being entrepreneur. Today, it is realised there is the need for
learning entrepreneurial skills in order to become entrepreneurs” (interviewee,
support programs, 2020).

If Romania aims towards a healthy, sustainable and innovative entrepreneurial
ecosystem, that requires entrepreneurship educational programmes which focus on
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a minimum financial education and a strong emphasis on the meta-competences’
development. Though, if the ease of the business environment will not increase
through access of information and digitalized systems it is unlikely that people with
education and experience to start businesses. Instead of instilling the dream of
making money, innovation and values should be promoted.

The universities and school focus on learning in the classroom, evaluation through
written assessment, knowledge-based examination, analysing and recalling the
information itself are drastically opposed to the entrepreneurs learning needs: gut-
feel decision making with limited information, learning by doing, understanding the
values of those who transmit information, recognizing the widely varied goals of
different stakeholders and other as such (Gibb, 1993).

Mircea Miclea a Romanian professor and psychologist, recommend four meta-
competences in the ever-changing world we live in now: discipline, an
entrepreneurial mentality, autonomy and designer-type thinking. An entrepreneur
is not someone who solves problems, but someone who discovers possibilities.

“[...] we should militate for a change in the school system, which forms and
commends problem solvers [...] Reality and workplaces do not present us with
problems, at the beginning of each day. [...] entrepreneurs discover unformulated
problems; which others cannot see or even imagine. People with an entrepreneurial
mentality stand to gain because, in an unpredictable future, they will be able to
capitalize on opportunities, change things, create jobs and shape reality, instead of
waiting around for someone else to shape it and give them a place to work” (Miclea,
2019).

Innovation empowers an entrepreneurial ecosystem. To put it simply, it is
innovation today which puts a country on the map.

Recommendation 18: Applied research projects must prove their real impact and
contribution to society. The unique value proposition of projects must be clearly
mentioned in terms of relevance, novelty and interdisciplinarity.

Recommendation 19: Build mechanisms to encourage, on the one hand, academia’s
contribution to the professionalization of public debates and the exploitation in
economics of the knowledge and professional experience of those in academia,
including those in the fields of social sciences and humanities.

Recommendation 20: The creation and stimulation of networks for the exploitation
of ideas and their applicability in industry and economics will be considered together
with certified professionals in IP consulting, innovators and experienced
entrepreneurs and professionals in management and marketing.
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Recommendation 21: Prior consultation of accredited independent laboratories,
which have a key role in innovation, to identify appropriate support methods
necessary for their optimal functioning.

Recommendation 22: The patent application to OSIM should be made exclusively
electronically. At present, digital documents must be accompanied by physical ones,
which discourages the completion of electronic application.

Recommendation 23: A line of support for innovation should be IP Consultancy for
economically priority areas and for social innovation.

Recommendation 24: The qualitative monitoring and evaluation (and not only
administrative) of governmental funded projects from the impact perspective,
including results exploitation in the market.

Recommendation 25: Adopt and cultivate a proactive approach from the research
environment in relation to policy makers and the business environment.

Recommendation 26: Mapping talents in the diaspora, inviting and encouraging
Romanian innovators from abroad to participate in supporting the Romanian
innovation ecosystem, in accordance with the recommendations received from the
document 'Specific Support to Romania, Start-ups, Scale-ups and Entrepreneurship
in Romania' (2017).

Recommendation 27: Even if an invention does not qualify as a radical novelty and
a patent is not issued, entrepreneurship programmes should be followed for
inspecting other ways for exploiting into the market that relative innovation or
novelty.

Recommendation 28: Consultancy from OSIM should be complemented by
renowned consultants in IPR through a state support mechanism.

Recommendation 29: A specific programme which support innovation should be the
IP Consultancy for economic prioritized domains and for social innovation.

Recommendation 30: The research projects supported should prove real impact and
contribution to the Romanian society. The unique value proposition of the projects
has to be clearly stated in terms of contributions and much attention and support
shall be offered to research communication: the research results have to be
communicated in a clear and understandable way to the public.

Recommendation 31: A more pro-active approach in promoting innovation at the
level of policy makers and business environment and supporting change in
universities and public research organizations should be taken.
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5.7.  Partial conclusion: The Innovative Ecosystem Spectrum

The below chart presents the Innovative Ecosystem Spectrum, according to the
survey research results. It is observed that more sustainability is needed in the
mechanisms which support innovation and human capital should be valued as the
key resource for the whole ecosystem. A culture of innovation should be nurtured
and adequate financial mechanisms which support innovation from lab to market
should be developed.

INNOVATION

UNSUSTAINBLE SUSTAINABLE
GROWTH DEVELOPMENT

HUMAN

CAPITAL \ SUPPORTS

>

ECONOMIC
STAGNATION

Figure 18 The Innovative Entrepreneurial Ecosystem based on the Own Survey, 2020
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PART SIX. Future research directions and policy implications: ‘The

other entrepreneurs’

Romania, has created an environment that encourages technological innovation and
the digitalization of society. In doing so it has attracted a wide range of
entrepreneurs including public and policy entrepreneurs.

We provide a short overview of other ‘other entrepreneurs’ definitions and their
domains. We invite ‘entrepreneurial scholars’ to follow up on the opportunities
suggested.

6.1.  The social entrepreneur
The poorer areas of Romania are in great need of development. It is thought that
social enterprises can meet the challenge of developing these areas

Paina (2018) notes a positive evolution with respect to social ecosystem
development in comparison to 2014: advancements have been made at the level of
general public awareness, policy frameworks and access to finances. But there is
much more to be done. European Union funds are used to establish social
enterprises but they do not consider the subsequent stages of development and
sustainability (Paina, 2018). Civil society took a major role in the development of the
social entrepreneurship ecosystem, such as the Civil Society Development
Foundation (CSDF), NESsT Romania Foundation, Ashoka Romania, and produce the
Social Economy Atlas (Barna, 2014). Literature RSEE Etchart, lancu, Rosandic,
Mocanu, & Paclea, 2014; Damaschin-Tecu & Etchart, 2016; Ashoka Romania, 2018).

Vaida et al 2015 notes that non-profit social enterprises cannot be considered ideal
because they do not operate under the same rules as the market economy.
Disenchantment can be noticed when scarce examples of social entrepreneurship
success can be found across Romania. For example, one of our informers considered
social entrepreneurship as a way to fund social projects but the data showed that
similar funds can be obtained through donations (informers, social policy).

Mestesukar is the most widely shared example of social entrepreneurship in
Romania. Given the large social problems faced by Roma in Romania and the scarce
opportunities, the case of Mestesukar shows that it takes much determination and
hard work, networking, and resources to be successful in a hostile and unsustainable
environment. However, it should be noted that one success story does not make the
difference that is needed.

The literature (Vaida et al, 2015) notes that non-profit organizations do not have an
economic activity in the true meaning of the word, as in to give them flexibility and
the possibility to develop and respond to social needs which are constantly
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changing), without receiving donations. Moreover, the general ecosystem should
create the proper environment for inclusiveness and fair working conditions, and
that it should not be the purpose of just some of the enterprises. Creating social
progress but no profit would easily become unsustainable, as a company needs to
adapt to the environment. Therefore, a social enterprise will generate social
progress only by innovation and the redistributing of profits for business
development.

Strengthen civil society through focus on social innovation which answers to the
most stringent problems of the country: Health, education, community
development, working conditions.

Lesson learned: Technology might tremendously enhance the quality of the services
provided, monitor and service increased number of beneficiaries.

Changes in technology should focus on health, education, community development
and working conditions. Starting with supporting technologies and digitization and
the training of professionals in the new technologies.

6.2.  Public entrepreneur

While social entrepreneurs act independent of governments, public entrepreneurs
are involved with governments. Public entrepreneurs are those who gradually
change or reinvent their organizations, and, in so doing, they increase government
efficiency. Bernier and Hafsi (2007) show that the individual dominates when the
organization is new, but in most of the cases the individual public entrepreneur
evolves in to an entrepreneurial team and its actions are systemic.

Public entrepreneurs manifest critical thinking, leadership and creativity, but these
are not necessarily reflected in the training programmes offered in the public
administration sector in Romania as the analyses carried out by Gheorghe shows
(2016). The high degrees of politicisation, constraints on managerial behaviour and
lack of incentives hamper change and innovation in the public sector. The
incompetence of many employed in public administration also hinders the
entrepreneurial approach (Gheorghe, 2016).

Transparency at government and local level is essential if a country is to benefit from
an entrepreneurial ecosystem. Therefore, as a start to complete public transparency
we recommend budget transparency of the 10 most developed cities of Romania.
This change to open government administration will promote the credibility of local
government and will benefit businesses and society at large.

According to one of our informers, we can no longer believe in hoping for or
imposing change with a top-down approach. Therefore, to instil change at the
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political level, Romania needs to start with bringing change into local government.
A starting point could be to recruit counsellors to bring change in no more than 10
cities across Romania. The counsellors will combine vocation, minimum professional
standards and competence to make the necessary changes to the administration of
local councils. These councillors from the 10 cities may become the selection base
for a larger political class. It has been recommended to design non-financial
programs to support councillors for local public administration and to advance their
proposed policies in accordance with local administration and communities’ needs
(Interviewees, 2020).

The Institutional Entrepreneur is defined as the self-interest person who can obtain
economic benefits through institutional innovations. The institutional entrepreneur
exploits opportunities by bringing changes and implementing these changes. We
believe this to be a profitable direction to embark upon.

Recommendation 32: A special financial award should be created for the nurture
and support of Institutional Entrepreneurs.

6.3.  The cultural entrepreneur

The creative sectors contributed 7% to the Romanian GDP in 2016, while the goal
set for 2020 is to reach a 10% contribution, according to the data provided by the
Romanian Ministry of Economy (Istudor, 2018). Therefore, starting a business in the
cultural sectors should be encouraged, along with programming and IT which
occupies a large percentage of the creative industries in Romania.

The culture of entrepreneurship has changed much in recent years. One may track
notable changes in advertising, media and public relations, and the service
industries as well as the many business models. There has been a strong emphasize
on the digital revolution that has taken place which has improved human resources,
team performance and service to clients beyond recognition. Symptomatic of these
changes, are the online platforms which replace the events in the Covid-19 context
(Informer, creativity entrepreneurship).

Innovation in entrepreneurial creative domains comes from many sources. It may
result from an innovator, who finds it easier to work with a company that welcomes
innovation more so now than in the past. However, should the company fail to be
supported it will look for other sources of financing. Innovation may also occur in
entrepreneurship, which look to diversify or to extend its model. Multinationals,
which also rely on local entrepreneurs, affiliated or not, but sharing the same
entrepreneurial spirit, are another source for innovation. However, there are many
diverse sources for innovation today in creative industries (interviewee, creativity
entrepreneurship, 2020).
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With respect to the cultural sector, the results are scarce. On the one hand, AFCN
is the only institution which funds cultural projects. Individual investment in culture
is only significant in the large cities that offer a diversified amount of cultural
consumption opportunities. The innovator who works in the cultural sector is forced
to develop an ‘entrepreneurial’ attitude, and address his/her innovation skills to the
needs of the market for innovation and which will provide him/her with financial
security. In contrast to innovation stemming from inspiration which as every
entrepreneur knows is an unrealistic way to live but personally far more rewarding.
(interviewee, cultural sector, 2020).

Recommendations 33: Find adequate ways to support creative industries by
initiating public consultations and an open dialogue with various sectors to identify
specific needs.

Recommendations 34: Local administration should take on board creative industries
to design communication and information, transparency and accountability and
monitoring and regular reports should be made available to the general public.

6.4.  The urban entrepreneur

The growth of cities, the urgency of the challenges posed by climate change, the
new trends in innovation and collaboration, all open up new opportunities for urban
entrepreneurs. They mostly address the pressures on infrastructure, quality of life,
and social equity. Few cases of urban entrepreneurs exist across Romania. One is
Adrian Dohotaru who supports public campaigns for modernising urban
infrastructure and thus reducing every source of pollution and making urban life
more beneficial for its occupants.

Recommendations 35: Romania should support and assist its city entrepreneurs by
providing ease of access to local information programmes. A networking culture that
is readily available as and when required by all entrepreneurs. Grants for R&D for
specific city needs.

6.5.  The policy entrepreneur
There are three types of policy entrepreneurs:

1) Public administration policy entrepreneurs.
2) Private sector policy entrepreneurs.
3) Third sector policy entrepreneurs (Cohen, 2016).

According to Cohen (2012) the main characteristics of policy entrepreneurship are:
a) policy entrepreneurs try to influence public policy to support their benefit, b)
entrepreneurs always have a lack of resources and c) they always have an
opportunity to influence the result of the policy. Romania has its own policy
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entrepreneurs, such as Mirela Oprea Specialising in childcare support and Vlad
Voiculescu in health care policy.

There are few ways of changing the legislation. In the case of a legislative policy
proposal, recommendations should be sufficiently precise to transform into
legislative projective, according to our interviewee in policy making. In this way,
working groups should be established, which comprise of jurists, people who want
to contribute with ideas, politicians, environmentalists and others, based on the
nature of the proposed project.

Another way for advancing and promoting coherent public policies, is to
conceptualise a public campaign that involve more PR people, journalists and
others, based on the proposed policy. It depends on how one thinks the impact of
the recommendations. The third way might be to consider a small event, focused on
2-3 ideas, and Parliament. Based on how precise the recommendations are, they
can be transformed in legislative projects. But it is lot of work (interviewee, public
policy, 2020). It is also possible to have a collaboration with a specific commission,
Such as Commission on Environmental Policy or the Commission on Work, or a
partnership with mayoralties or other as such and to clearly see an exchange of ideas
(interviewee, public policy, 2020).

Too often policies are not based on the best available research evidence. That is
because academia, and especially university researchers give very general
recommendations, and that when they do, their work cannot be used for drafting
legislative measures by policy makers or any other cultural, policy, urban
entrepreneurs. Research funded from public money should be applied and specific
in order to serve public interest.

Lesson learned: To orientate social sciences research funded from public money for
the following 5 years towards policy action at governmental or local level.

Recommendation 36: To fund research which is able to transform recommendations
into submitted legislative projects proposals. Choose 5 priority areas of political
action and base the working groups on collaboration.

Recommendation 37: To set a new line of funding which offers support for
networking among policy entrepreneurs.
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Conclusions

Forming a community of those actively involved and supporting the development of
the entrepreneurial ecosystem and innovation is of primary importance to create an
innovative entrepreneurial ecosystem. As a community they are better able to
coordinate efforts, the potency of experience and knowledge, and to inform and
persuade decision-makers of the measures needed for entrepreneurs, innovators
and those who contribute to the development of this ecosystem.

The consolidation of an innovation-friendly business ecosystem in Romania will
depend in the coming years mainly on being able to attract innovators from research
public institutions and universities to the entrepreneurial ecosystem and on
developing support mechanisms to ensure that innovation is primarily assimilated
by the state or reaches the international market. To do this, three requirements
must be pursued together at a pragmatic level:

1) Facilitating the conditions for the development of entrepreneurship in general.
2) Coordination and strengthening of innovation support mechanisms.

3) Focus innovation support on developing qualitative networking and bringing
research results to the market.

Studies (Curaj et al., 2016; Nicolau and Forris’s 2018) show that entrepreneurs with
higher education have a greater impact on the growth of the ecosystem that
subsequently leads to social elevation. By properly supporting people with higher
education and experience, the prerequisites for an innovative entrepreneurial
ecosystem will be strengthened. In general, those with higher education are less
motivated by financial aspects and more likely to make a positive social contribution
(interviewee, innovation, 2020), in particular appreciating the contribution of
innovation to society (own survey, 2020).

1) Attracting people with higher education to the ecosystem requires
facilitating the conditions for developing entrepreneurship. This
involves 3 interconnected items: 1) simplified and direct access to
information on the initiation, maintenance and development of a
business, 2) increased interoperability and digitalisation at the level of
state institutions, and 3) developing opportunities by increasing the
capacity of the state to assimilate innovation and technology transfer
and internationalization of entrepreneurship.

In a world where many countries use public procurement to stimulate innovation
and development (i.e. Estonia or Israel), Romania continues not to have specific
instruments, such as pre-competitive procurement, to contribute to the
acceleration of the innovative entrepreneurship. Entrepreneurship will change
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Romania's face when public procurement is used for development and innovation,
in parallel monitored by civil society and other independant actors. Otherwise,
Romania will continue to decline in international rankings on corruption, good
governance and innovation, while the general trust of citizens will continue to
decrease.

2) In order to coordinate and leverage support mechanisms in
entrepreneurship and innovation, a data ecosystem needs to be
strengthened. This will provide useful information to participants and
will be based on records. The lack of qualitative and impact
assessments of entrepreneurship support programs hampers
coordinated action, coherence and overall confidence in the ecosystem.

Government funding programs to support entrepreneurs need to be geared toward
innovation and sustainability and focus on developed regions. Currently, support is
targeted at underdeveloped regions where there is weak capacity for innovation,
low business sophistication and low survival rates. Instead, focusing programs
where there is a capacity to build sustainable business activities will lead to a
positive impact on society at large.

3) The development of quality networking between researchers and
entrepreneurs is of the highest relevance to the current business
ecosystem. This also requires the connection of the business actors
with Romanian innovators in the diaspora and the strengthening of
international collaboration.

It is recommended to investigate in depth the factors limiting entrepreneurship in
universities and research centers. Focusing research on needs is imperative. It is
necessary to foster the openness of research to market needs (interviews, research
and entrepreneurship, 2020) and to encourage innovative business projects based
on a minimum viable product and not just a business plan.

It is recommended that entrepreneurship education should focus in the future on
the development of entrepreneurial meta-skills, such as collaboration and
creativity, rather than on accumulating a theoretical vocabulary about what
business leadership means.

Sources

This chapter discusses the employed methodology and it presents a short analysis
of the sources. An unprecedented feature of this study is that the authors worked
closely with the entrepreneurs themselves, through interviews and questionnaires,
while employing international comparative data. The various sources consulted in
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the writing of this report include: analyses, indexes, statistical data and qualitative
research outputs. Primary data was collected and interpreted through a variety of
methods, while secondary data completed a rather contextualized business
landscape.

INDECSI
INTERNATIONALI §I
RAPOARTE DE
TARA

PROPRIUL
SONDAJ

it

RECOMANDARI
DE POLITICI PROPRIILE

INSTRUMENTE
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ECOSISTEMULUI
ANTREPRENORIAL

Figure 19 Methodological framework

1)

23 interviews of professionals in the following areas of expertise:
entrepreneurship; innovation; parliament; university; business consultancy;
management; non-governmental organization; IP consultancy; creative
industry; cultural industry; social policy; European funds absorption.

Own survey - 161 participants, February -March 2020;

International Indexes and country reports, Global Entrepreneurship Index,
Doing Business, Small Business Act, Global Entrepreneurship Monitor,
European Innovation Scoreboard, Eco-Innovation Scoreboard;

Scientific Articles & Entrepreneurial ecosystem in Romania reports;

Own tools of analyses: The Entrepreneurship Ecosystem Spectrum, The
innovative Ecosystem Spectrum, Entrepreneurship Ecosystem Index;

Policy Recommendations.
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Entrepreneurial Ecosystem Reports

A set of key policy messages are to be found in the report “Start-ups, Scale-ups and
Entrepreneurship in Romania” prepared at the request of the Romanian
Government within the framework of the Policy Support Facility (PSF) (Andrez et al,
2017). The report states that it aims to improve the design, implementation,
monitoring, evaluation and readjustment of national research and innovation
policies by assessing the Romanian innovative entrepreneurship and recommending
measures for improvement. Our study reinforces some of the recommended
measures, such as the open data approach and smart procurements.

The report ‘The Romanian Entrepreneurial Ecosystem. Background Report’, by
Alfred Radauer and Laura Roman from Technopolis Group, was released in 2016 and
was prepared for the European Commission, (Radauer and Roman, 2016). The
report presents the innovation performance of SMEs, the start-up ecosystem, the
policy framework and public and private support mechanisms for SMEs, relying on
secondary statistics.

We also drew on other studies and embed their recommendations such as the case
of the study conducted by Herman and Szabo (2014) on entrepreneurship who
emphasize that institutions perform less efficiently than individuals. Successful and
productive entrepreneurship requires a well-developed infrastructure, the working
together of organised government and private institutions that make good use of
the latest technology in the domains of innovation and entrepreneurship. “Analysis
of the factors that obstruct the diffusion of innovation, including digitization,
Increasing the capacity of the RDI system to respond to global challenges.
Strengthening anticipatory capacity to develop evidence-based public policies”
(Chioncel, 2019) constructs an in-depth and complete understanding of the state of
the art of innovation in Romania and so we draw from its conclusions in the section
dedicated to innovation.

Data, indexes and international rankings on entrepreneurship

Internationally, research on entrepreneurial ecosystem has flourished in the last
decade and various indexes and frameworks have been constructed in order to
assess entrepreneurship at national or regional levels. New indexes, such as
digitization and eco-innovation indexes emerged, as complemented the
entrepreneurship ecosystem or on their own. Recently, innovation ecosystem and
the digital entrepreneurial ecosystem (Sussan and Acs, 2017) started to be
developed to better assess and find answer to further ways of development. Along
the data from European Innovation Scoreboard, The Eco-Innovation Scoreboard,
Bertelsmann Transformation Index, data relevant at national level have been
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included from Eurostat, World Economic Forum, World Data Atlas, European Social
Values Survey, Small Business Act or Doing Business. Global Entrepreneurship
Monitor, one of the most comprehensive data collection and analysis on
entrepreneurship, ceased to assess Romanian ecosystem since 2015.

Guidance and supportive measures for developing successful entrepreneurship
were provided. But entrepreneurship more than anything else, means risk taking.
However, it is noteworthy that state encouragement of entrepreneurship does not
lead to a healthy ecosystem if the context is characterized by perceptions of
increased corruption and low levels of trust in both institutions and in other fellow
men. According to Transparency International's annual Corruption Perceptions
Index, as of 2019, Romania is the 70th least corrupt country out of 180 countries (at
par with Cuba and Malaysia), down from the 57th place in 2017 and 61th place in
2018 (Transparency International, 2020).

The survey of the entrepreneurs and innovators

We looked through the lens of the Babson framework in order to form an
understanding of the entrepreneurs in the national innovative entrepreneurial
ecosystem. This gave us an insight into their view of their working environment.
The survey was analysed from three perspectives:

1) To assessthe entrepreneurs’ behaviour within the ecosystem, with a special
focus on innovation behaviour.

2) To understand the entrepreneurs’ perceptions and attitudes of the
entrepreneurial ecosystem with a special emphasis on the difficulties
encountered in the process of innovation, collaboration and
commercialization;

3) To generate the index of the entrepreneurial ecosystem. Entrepreneurs
and innovators were asked what were the difficulties they encountered
during the innovation collaboration and commercialization processes.

Their replies are recorded as:

a) Edifying stories per se,

b) Grouped in categories through the lens of the Babson framework, following
the 6 pillars of the ecosystems: Policy, Support, Culture, Finances, Markets
and Human Resources. The Babson framework gives us a more
comprehensive understanding of the bureaucratic processes, which are
brought to bear on innovation, and marketing, from the perspective of the
innovators and entrepreneurs. This perspective also allows for the
comparability with other perspectives accounted for in the study: the
experts, data and international rankings’ perspectives.
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The Participants.

The participants in this study were Romanian entrepreneurs. They were selected
using convenience sampling from all the eight Development Regions. There were
161 participants, 109 males (38% of the males were educated at PhD level) and 42
females (63.4% of the females were educated at PhD level.) The age range was 18
to 65. Half of the participants are registered in Brain Map, which is the national
online platform released by UEFISCDI with the aim of bringing together researchers
and entrepreneurs throughout Romania.

The Procedure.

The participants were asked to participate by means of an online survey conducted
in February and March 2020. The data collection procedure was done by using the
Brain Map community and entrepreneurial and innovation networks close related
to country hubs, clusters and business accelerators.

Measurements. Entrepreneurship and innovation were examined in terms of
attitude and behaviour. Some measurements were developed noting the
comparative dimension of the survey carried out in 2015 in the context of the first
exploratory study of the Romanian entrepreneurial ecosystem (Curaj et al, 2016).
The Tools.

The Statistical Package for the Social Sciences (SPSS) was used to describe and
analyse data for this study. A confidence level of 95% was chosen as the criterion for
testing the hypotheses.

The NVivo qualitative data analysis software was used in order to acquire a greater
insight into the data through employing mixed methods of research

Actors of the ecosystem. Interviews

The number of interviews conducted is limited as the information was not meant to
be statistically representative. Instead, the informed perceptions led us to acquire
new information or data interpretation and integrate perspectives which otherwise
would have been overlooked. We conducted interviews with entrepreneurs and
innovators who are either at an early stage of development or who already run
mature businesses. In order to have a more comprehensive picture on the
businesses in the ecosystem, we also interviewed people from business consultancy
and evaluation and professionals from non-governmental organizations, university
researchers and entrepreneurial education. A wide range of professionals informed
the present study, from policy makers to representatives of the creative and cultural
industries.

The Methodology of the Romanian Entrepreneurial Ecosystem Index
We constructed in 2015 a Romanian Entrepreneurial Ecosystem Index (REEI) that
captures contextual features of entrepreneurial ecosystem at national level. For a
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comparative perspective, we captured the REEI in 2020 to see if changes occurred.
Through the survey undertaken during February and March 2020 we analysed the
REEI. The index merely emphasizes the capacity of the entrepreneurial ecosystem
to create, grow and support entrepreneurs, showing its degree of maturity.

The “Romanian Entrepreneurial Ecosystem Index” (REEI) was created by UEFISCDI.
It was based on the methodology provided by Endeavour Insight, a non-profit
organization dedicated to high-impact entrepreneurship. The index puts together 5
key-measures of entrepreneurship: ‘inspiration’, ‘consultancy’, ‘work experience as
an employee’, ‘mentorship’ and ‘investment’. In order to better understand the
entrepreneurial environment, the REEI was divided into two components: the input
component, consisting of inspiration, consultancy and work experience and the
output or impact component, which consists of mentorship and investment.
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