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1. REASON FOR THE TOPIC AS A THESIS, GOALS TO ACHIEVE

Factors and resources aiming how to increase ratiocome have been studied and searched
for a long period of time but the great majoritytbé questions have not been answered for
nearly a century and they are in the focus of aababout economy even today. The unclear

questions on the topic can be grouped into fourgmtes:

= resources and factors of national income (GDP)

= economic role of innovation

practical methods of analysing connections betw&B® and innovation

databases applicable for different methods

Several books have been publishéd order to make an effort to reveal the resourmes
innovativity. Although these studies are based dferént databases and they work with
different approach, they determine even the fundadaheunit of the analysis in a different
way. It is unanimously stated by all of them that innovatisrthe key factor to improve
international competitiveness, economical growtt #re rise the standards of livifig
According to the above mentioned development ofinhevation activities in a country and
its promotion will improve economic efficiency ameérformance. Due to the research the
success does neither depend on the private sompiyed for the innovation nor on the
amount of subsidy but first of all does depend on the environment surrounding iaton,

the 'innovation miliedf.

! PAPANEK G. 2003:Az innovécié hatasa a nemzeti jovedelem novekesldéséPakucs J. — Lérant K. (szerk.)
Az innovacié hatasa a nemzeti jovedelem ndvekedebf5Z, Budapest, pp. 109-111.

2 Among others some in Hungarian:
INZELT A. 1998:Bevezetés az innovacié-menedzsmefftzeinnovacio kézgazdasagtana és a
technomenedzsment kapcsolatazelt A. (szerk) Miszaki Kényvkiadé, Budapest, 324 p.
RECHNITZERJ. 1998 Terlileti stratégiakPialég Campus Kiadd, Budapest, 348 p.
PAPANEK G. (szerk.) 1999A magyar innovaciés rendszer feltar&@&FB, Budapest, 149 p.
HAVAS A. 2007:A vallalati K+F és innovacios tevékenységek os&sérzek lehéségei Magyarorszagon.
Tudomany- és Technologiapolitikai, Versenyképes3agiacsado Testiilet, Bp. 91 p.
DORY T. 2005:Regiondlis innovacio—politikdialdg Campus Kiadd, Budapest—Pécs, 261 p.

3 AcsJ.Z.—VARGAA. 2002:Geography, Endogenous Growth, and Innovatlaternational Regional Science
Review, Vol. 25, No. 1, pp. 132-148.

* CAMAGNI , P.R.1992:The concept of innovative milieu and its relevafarepublic policies in European
lagging regions. Paper, presented at {h&rd Congress of RSA, Palma de Mallorca;
MAILLAT , D (1991)The Innovation Process and the Role of the MilieuBergman, E. [et al.] (eds.) Regions
Reconsidered. Economic Networks, Innovation andalL®evelopment in Industrialized Countries. Mansell
London, New York, pp. 103-118.



Based on statistical data available we suppose tiwat economic position of South
Transdanubia is similar to several rdre¢gions in Hungary and what concerns the human
resources of the research and developf@&D) it precedes themtaple 1)

That is why our empirical research is focused oa tihird important component of the
innovation environment, on working out the locatwarks connected to innovation and on
the PTE lecturers and school leaver-students’ opsiabout the topic as they are regarded to
be the most significant local participants by.us

The statement sayifighatsocial capital is needed for network-building segvis a basis for
the local cooperatioramong others was proven by researchers suppoytedhpiric facts a
decade ago

For the present study the theory is preferred whtakes thasocial capitalderives from the
features of the social organizatiénsThese features include such as trust, norms and
networks, which can increase the efficiency of gwriety by promoting harmonized
activities. The resources available for us at #oreg level have made it possible to reveal the
network among the participants involved in the waten and they have explored the issues

like trust and attitude among the characters aUthgersity of Pécs.

®> According to the features of the regional innawatsystems as they are built up from below and tey
directed from outside there are 3 spatial develaoprdgections in Hungary. Based on these the intionaf
South Transdanubia belongs to the group of thesthoaithern and eastern regions (DA, EA, EMENGYEL
B. 2010: A tudas-alapl gazdasag terileti vizsgalatai Magyszagon regionalis innovacios rendszerek és
tudasbazisPhD-tézisek, 14 p.)

® We don't think that there is a direct connectiobgen the regional R+D and the local innovation
performance, but it is believed that these Hungatiantral Statistical Office (KSH) data give adft
information about the present situation. This mdtisoused in economics, e.g when measuringdtaé factor
productivity (REVESZT. 2005:Az innovacio egyes tipusainak hatdsa a nemzetil@em ndvekedésére
Magyar Innovaciés Szovetség [MISZ], Budapest, p) 17

" Of course PTE, which is one of the biggest Uniiesin Hungary cannot be regarded as a simpla! lactor,
since its influence is felt in the whole region d®&jond.

8 PuTNAM, R. D. 1993:The Prosperous Community: Social Capital and Pubiie, The American Prospect, 13
(Spring), pp. 35-42.

® KNACK, S.—KEEFER P.1995: Institutions and Economic Performance: C@santry Tests Using Alternative
Institutional  Measures.  Economics and  Politics, .Vol7, No. 3, pp. 207-227.
KNACK, S.—KEEFER P.1997: Does social capital have an economic payqftiarterly Journal of Economics
Vol. 112, No. 4, pp. 1251-1288.



2.STRUCTURE OF THE RESEARCH, THE EXAMINED GEOGRAPHIC REGIONAL LEVELS

The present thesis applies a continuously restgategional approach to reveal the problem
gradually, it analyzes the position of innovatidrsaaller and smaller geographical levels. It
takes the problem apart; and finally presents dréiqular participating players’ behaviour in

this way and attempts to point out the main mopieoweer.

Innovation performance in Hungary

The EU member states’ data are compared to Hurgyanyiovation performance as a
comparison level in the first case study of thigsih. We preferred to draw our innovation
path compared to the member states.
For the reason mentioned above the performancdanfield of innovation in Hungary
compared to the other member states has beeniicadiyt investigated in this study. We
constructed the 7-year long innovation practicaveeh 2002 and 2008 with the help of the
data given in the European Innovation Scoreboalg)(E
The two goals supposed to be achieved with thisrelary analysis are the following:
In the first placewe would like to present a simplified but cleadyranged, easy-to-follow
methodology which is able to eliminate the valugedences caused by the annually modified
indicators, thus the up-to-date innovation perfaroea of the countries in question and
formation of their prospective trends from yeayéar can be represented in relation with one
another in a longer run.
In the second placeith the help of this methodology we set an aindétermine the position
of Hungary compared to the neighbouring countiieduding their paths and directions to be
expected as we have created and drawn them indlaive European innovation practite
Although the original goal of the research was thetermination of the innovation
improvement-paths in the countries compared toamather based on EIS reports, the annual
revision of the analyses and the background studmmected with them presented an
opportunity to draw some starting-point conclusionthe subjects below:

= Determining the innovation development trends

= Connection between social capital and trust andvation performance

= Summarizing the principles of a well-balanced ireitan development.

Innovation position of South Transdanubia

According to the objective facts and the economiatigics the position of South

Transdanubia has been declining even within theawprosperous economy of Hungary. It



can be seen by most data about the regional ecotikenthe GDP-indicators, the average
wages in the region, the gradually increasing mgjiaate of the financial support from
abroad (FDI), the amount of the research and invest per company (R+Djable 1) and
the data about the use of procurement resourcaseThethods have been applied for the
examination of the regional level in order to preése survey about the position of innovation
in South Transdanubia, about the achieved levelestlopment and innovation-developing
means, which have been applied so far.

In thefirst third of the regional survey the current economic situmadf the region, and the
main trends have been drafted based on statigtic @his general survey concerning South
Transdanubia shows a special contradiction. SotdahsHanubia is in the first position in the
regiort® based on the regional R+D data of 20€le 1) in all respects based on human

resources — except one criteribr but it is in the last position in terms of firéal costs per

person.
Table 1.: Regionally detailed, Hungarian R+D data (2008)
Number of '}lelgubrz:sof Number of
. R+D per ' | CSc+PhD+DSc R+D R+D R+D
R+D data of regions developers . .
100 per 100 expenditure | expense per | investments
In 2008 Abbr. per 100
. thousand thousand per person person per person
Source: KSH 2009) thousand ; . ;
persons persons persons (forint) (forint) (forint)
(person) (person) (person)
South Transdanubia DD 389,2 2298 113,9 6021,7 5560,9 460,7
North Hungary EM 194,9 1317 52,2 7482,6 62129 1269,6
West Transdanubia NyD 278,8 188,1 69,4 14 325,5 129901 13354
South Great Plains DA 3779 2339 103,8 14 000,7 12 367,5 1633,2
Central Transdanubia KD 236,1 159,8 50,4 13659,9 11915,2 17448
North Great Plains EA 328,3 208,5 94,9 17 303,7 14 971,2 2332,6
Central Hungary KM 986,4 685,8 252,8 58 877,0 52 196,1 6681,0
Average of Hungary Mo. 501,2 336,3 131,3 26 556,5 22 988,4 3037,0

Source KSH, constructed bysitanyi L.
Based on the available documents, personal expeseand the dominant participants’
opinion in the South Transdanubian Regional InnowaNetwork the following questions
have been formed in tlsmcond thirdbf the survey:
= What kind of development level and potentials dtes regional innovation network
have?

= Which subregional innovation methods and appliedmadéave succeeded?

191n this relation the data of Central-Hungary (G#hich is much more than the other regions because
Budapest has got much R+D innovation — can beise€able 1. but they cannot be compared to therctixe
Hungarian regions.

™ In terms of the fiumber of researchers and developers per 100 thaliparsons— with a “4 per persoh
difference — South Transdanubia comes second bétén8outh-Great-Plains.



» There are several deficiencies revealed duringrésearch in the region and at the
University of Pécs. Which ones can be changed?

In the third part of the regional survey based on a locally arrangse@arch we carried out

together with two other teams, we aimed at revgatle factors which are considered to be

the most obstructive in the opinion of the innovatcompanies, the organizations working on

enterprise and innovation developments in Soutimsdanubia and what sort of measures are

planned to be taken in order to solve these probiarthe near future.

Goals of research carried out at the UniversityPécs

The evolutionist tendency of the so called ‘Triple KWelonceptionis founded on the fifth-
generation innovation model which is based on twtom-up’ formation principle among
the personal initiatives of those concerned andhiwithis on the trial cooperation of
University-government-companyThis tendency is based on mutually interrelated
relationships.

Many people share the opinion th#tiversities have got the most important and cocagpéid
taskout of the three components. Universities are lsk@aslaptable and not flexible enough in
terms of role and management approach, so nieeg to carry oubasic modifications, new
theoretical approaches if they want to keep antfil fileir task in the region

We have tried to answer the question with the bélpur empiric survey at the University of
Pécs (PTE) whether the higher educational insbitgtihave got measurable economy-
encouraging influence in the region and if theysess the necessary power to retain their
intellectuals. For obtaining a satisfactory resgom& have surveyed the conditions which
seem to be obstructive in the eye of populatiothatUniversity. We have made inquiries
about what teachers and students think and knowtathis issue, what is their attitude
towards each other, what is their opinion aboutntih@o- and macrosphere surrounding them
and about the University of Pécs itself. We areredted in how much they are aware of the
destination of the research incomes at the Unityeo$iPécs and if they agree on the purposes
they are used for.

We wanted to find out what our teachers and stisdgenerally think of entrepreneurs, and
especially of those innovative companies whichioate from the higher education sector
and the participating colleagues and teachers womeaolved.

A question of great importance has emerged: to wRtgnt does the university population
know about the financial and professional orgamrst intending to assist in the above

mentioned processes and how do they regard them?



The results of our own survey — examining the iratmn position from the point of view of
local people participating in the higher educatdihe University of Pécs — can be compared
to certain statements in the national and regisnaleys.

3. RESEARCH METHODS

The thesis is based on a wide range of nationalirstedhational bibliography. Each chapter
of the dissertation includes widespread specialiiggtature. The Hungarian Central
Statistical Office (KSH) data in Hungary are priihathe starting points for the view of
regional processes. The results and the experiemt¢be survey made by people in the South
Transdanubian innovation network have been indead of the empiric research. It has been
supplemented by a secondary analysis of three atimyvsurveys. One of them is an annually
organised European survey and the other one igiana South Transdanubian of 2009/10.
EU data collections and regional statistics foogi®in innovation simply do not exist, which
has made the comparison of the international sgrdéficult. Furthermore, they entirely and

continuously do not follow the formation of the @wation performance at a regional lé¥el

The methodology of the secondary analysis aimingthé determination of Hungary’s
innovation position

We have made an attempt in this secondary andlysisaw the relative innovation path of
six neighbouring countriescifarts 2-9 after looking through the European Innovation
Scoreboartf (EIS) which was established in the European Unioder the Lisbon Strategy,
taking into consideration its main modificatiorthért 1), SO we can present our position in
the ‘relative innovation practice’ Hungary and the other five analyzed countriesehagen
chosen in order to give an example for comparisuwh @esentation. There is a defined and
simple calculating methoadf my own — introduced in details — which sitable for

presentation of comparing the position of any ofBeropean country-groups

12 Unfortunately the regional depth of the data ditiailow a more detailed analysis at the regioeal. A
regional innovation scoreboard was published atfmul5 EU member states at the time in 2002 an8.200
2006 a new scoreboard was made including 25 mestais and 208 regions, but due to incompleteidata
new member states they had to face serious meitgidal difficulties.

3 1n some cases, mainly in the case of innovatioa dat indicators, we have used other European
organizations’ collections and suggestiofisey were the following EU institutians

European Innovation Scoreboard; European CommigsEiaterprise Directorate-General, Innovation
Directorate, Communication and Awareness Unit; Nf&ad Economic Research Institute on Innovatiod an
Technology (UNU-MERIT); Joint Research Centre (JR@)it of Econometrics and Statistical Support to
Antifraud (ESAF) of the Institute for the Proteatiand Security of the Citizen (IPSC); Universityka#rlsruhe
and Fraunhofer Institute for Systems and Innovalesearch.
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The methodology of primary and secondary data cciilen in the general survey at a

regional level

We have found it important to involve in our survig essential information for our study
from the South Transdanubian Regional Innovationwdek and the interviews and
discussions built on personal experiences and atqnae. Information collection from
having interviews seemed to be suitable becaugentaele it possible to get exact data about
the habit of the dominant participants dealing wvitte network innovation in this way. The
interviews let us know about people’s ideas, th#itudes towards development and towards
the local community and in the region. The inforimatgained through the interviews also
have been analyzed based on so called ‘soft facidras in the case of these interviews we
could take into consideration all the views whigscdribe the structure and the operation of
the local society, community and the social capifarthermore which determine the
participants’ habits and their motivation. We dut only rely on our own experiences in the
case study but we have comprised all those fughereys in the field, therefore some parts
of the statements are given by their results.

The above mentioned regional surtewas the last in the row in South Transdanubia, in
which 15 percent of the innovative economic pgptcits’ circle has been assesseédis
amount definitely enables tmaw conclusions about the entire majority from

The other completed South Transdanubian surveyis field titled The position of the
starting enterprises in the South Transdanubianiaegnd the position of the incubation
services’has been carried out by applying qualitative mashd@wenty-two leaders (88%) of
25 industrial parks of South Transdanubia have bgeestioned personally in manager
interviews using structured questionnaires, so thsvey® also can be regarded as
representative.

We wanted to supplement the above detailed resdlthe survey, so we created a new
questionnaire in summer 2010. The regional manage@®DRIU-network were asked to
share their opinion about the local innovation posi We suppose that the summary of the
replies based on in time and space and in praatidetheory varied experiences is a perfect
addition to the conclusions drawn from the primanyd secondary data collected with

different methods in different spheres.

14 This applied survey by the DDRIU Nonprofit Kft. Iiye leadership dfoltan CsizmadiandAndras Grosz
(MTA RKK NyuT) took place in South Transdanubia in summer 2008.title of the surveynnovation
guestionnaire survey of companies in the South-Sdanubian region.

15 LUDESCHERG. —PAP N. 2010:Az indulé vallalkozasok helyzete a Dél-Dunantiljiiéan, az inkubacios
szolgaltatasok helyzetézirat, DDRIU Nonprofit Kft. 40 p.



The methodology of the own survey carried out ag tdniversity of Pécs

Our empiric research was carried out at the University of Pécs in J2899. The
methodology was based on questionnaires and itcaaheollecting the University teachers
and school leavers’ opinions. The survey has fatwse the relationship between students
and teachers, the analysis of the network betwseadademic institution system and the real
sphere, the connection with the characters of engrend innovation-supporting system and
the attitude towards the financial service sector.

The sampling itself cannot be considered represeetiiowever we have been given specific
useful information which seems to be suitable @adconclusions fromThe rate of those
taking part in the survey with filling in the quiestnaire-forms is similar to the opinion of the
entire population questioned, so we can formulek&tions about the people’s viewpoint who
participate in the University’s everyday life anebipably who will be dominant figures in the

formation of the regional innovation at present anthe future table 2).

Table 2.: Division of the whole surveyed populatiotased on gender and University faculties

Based on genders
University students University lecturers Total
persons (%) persons (%) persons(%)
Female 127 (47,6) 11 (26,8) 138 (44,8)
Male 140 (52,4) 29 (70,7) 169 (54,9)
No reply 0 (09 1 (24) 1 (03
Altogether 267 (100) 41 (100) 308 (100)
Based on University faculties
University students, | University lecturers, Total
’ persons (%) persons (%) persons (%)

Faculty of Medicine (AOK) 29 (10,9) 9(22,0) 38 (12,3)
Faculty of Humanities (BTK) 37 (13,9) 6 (14,6) 43 (14,0)
Faculty of Adult Education and Human

Resources Development (FEEFK) 2(0.7) 0(0) 2(06)
Z?Tcllél)ty of Business and Economy 124 (46,4) 10 (24,4) 134 (43,5)
Faculty of Natural Sciences (TTK) 56 (21,0) 12 (29,3) 68 (22,1)
Pollack Mihaly Faculty of Engineering

(PMMIK) 18 (6,7) 4(9,8) 22 (7,1)
No reply 1(0,4) 0(0) 1(0,3)
Total 267 (100) 41 (100) 308 (100)

Source based on the data of own sunamnstructed by Sitanyi L. (2009)

' The arrangements, organizing activities and tae pf the survey were co-research with Gabrielldedseher
sociologist and with the support of DDRIU Nonprdfit. and PTE TTK FI. The conclusions and the chart
the thesis are based on the research data of SapfogMarket and public Opinion Poll Institutiondaon the
analysis of the questions connected to the authessarch field.
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4.RESULTS AND CONCLUSIONS
4.1. Results of the research

Innovation position of Hungary compared to Europeamuntries

We have made an attempt to define the innovatiasitipa of Hungary among European
countries in the study case of th® eéhapter of this thesis within the range the dissien
allows. All the statements are strictly based omilable facts and statistic data. The
constructed database of the European InnovatioreBoard (EIS) which has been constantly
improving in methods since 2000 and its report wimch Hungary has been included since
2002 — give alternativéSto follow and survey the processes going on is field throughout
Europe.

The system has been developed from year to yeahdyesearchers who involved new
aspects, innovation indicators in the calculatifsart 1) In order to reduce the number of
distortion caused by modifications and in ordeb&able to compare our progress to other

European countries, the concepts of relative Sll@ml have been introduced.

Chart 1.: The EIS indicators and the number of countriestilgypiece), differences (%) compared to the
previous year, 2000--2008
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Source Based on EIS (2000-2008pnstructed bySitanyi L.

7 As it was said above unfortunately the territodapth of innovation data available for us did aldw us to
make a greater and more detailed regional analysis.



The calculation method of relative Sll and CTI andtheir values

Development experts and analysers of the Europeaovation Scoreboard (EIS) database
have created the Summary Innovation Index (Sll)aduhe annual index numbers and they
could calculate the innovation performance levetath member state.

According to our calculation the relative Sl valoiethe“i” country given in percentage in a

given year can be calculated with the following gienformuld®:

S11e1 = 21" Sllw 00
Sllmax_SIImin
|

Table 3.: The relative innovation inde(SIIre) of the six selected countries between 2002 and 2008
Domain => 0,665 0,724 0,440 0,441 0,459 0,456 0477

si 2002 2003 2004 2005 2006 2007 2008
Bulgaria BG 15,96% 14,94% 0,00% 0,00% 0,00% 0,00% 3,44%
Croatia HR 24,79% 20,30% 24,15% 25,40% 22,52% 18,27% 18,55%
Hungary HU 25,02% 20,48% 21,25% 22,46% 23,78% 21,81% 23,32%
Romania RO 8,73% 8,76% 8,32% 7,00% 9,65% 9,43% 15,18%
Slovenia SI 33,80% 31,80% 49,08% 49,73% 51,00% 48,96% 50,60%
Slovakia SK 20,99% 18,46% 19,35% 22,48% 26,17% 20,54% 22,86%

Source:Own calculation based on appendix “D” of EIS 20@807, 2008

Chart 2.: The relative innovation inde(;SIImI) of the six selected countries between 2002 and 2008

) 6 orszag SI1 ™ (%) értéke, 2002-2008

—8—BG
60%

——HR
50% K ~—p—K —o-HU
/ a-RO
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2035 | Wﬁ EIS (2006-2008
Annex D)
A alapjan szerk.:
10% - \ A A Sitany i L.(2009)
PN A A A
0% : : 518 B l/.
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-10% Brek

Source:based on the data of tablec®nstructed by Sitanyi L. (2009)

18 Slluin means the lowest value in the given y&it, ., means the highest a&dl; the Sil value of the examined
country.
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As the first result of the thesis — based on thea dé six years between 2003 and 2008 and

deriving from it the national summary relative imation index (Slrle, table 3) — it can be
established thathe statement — which could be heard repeatedly in the media iand
developmental expert policy — as geungarian innovation performance has considerably

approached European countries (charts 2. and 3alse

Chart 3.: The relative innovation inde(;SIImI) of the six selected countries between 2006 and 2008
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Source:based on the data of table@nstructed by Sitanyi L. (2010)

Furthermore, data have also shown tteé approach in the domain of innovatidid not
come truan comparison with neither the European leadingntaes nor theountrieswe are

in the same geographical regiomth (South eastern Europe) based on the EU gpboa
classification and the similar social-economicasipon of them. While in terms of Sl we
could not approach Sloveffawhich stands high above the countries, Bulgani Romania
were able to whittle their considerable handicalpv&kia has continuously worked off its
minor backlog compared to Hungary and since 200@&# overtaken us in several aspects.
(charts 2. and 3.

Research institutions responsible for construckig also strove to establish the determining
directions of the member states’ innovation periamoe. Theaverage Change Trend
Indicators in Innovation (CTljs a calculation destined for predicting expeatedelopment in

¥ «Hungary has set out on the path of convergenckdrpast few yeatsould be read in the 2009-2010

HungarianResearch Development and Innovation Action Programm

% The socialist past of the two Yugoslavian successates Croatia — whose economy suffered moretivega
effects by the Yugoslav Wars — and Slovenia setcthrse of a completely different economical way,
which was different from the other four countriesadlved in our research. Obviously these four coest
also differ from each other.
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the future. The “relative calculation” method -ggasted by the Author — can be applied for
this calculated indicator, just like previously 8. The relative CTI value of tH€ country
given in percentage in a given year can be caledlaith the following formul&:

= CTI i _CTI min 1100
CTlo CTloa

CTI %]

By connecting the points showing the position @iven country in a given year we will get
the graph ¢hart 4), which shows the relative change of innovatiandt indicators@Tlrel)

of the examined country. The graph has much biggeges than Sll courses.

Table 4.: The relative change of the innovation trend incthma(CTlrel) in six countries betwee2003 and 2008

Domain => 0,318 0,221 8,631 3,064 8,235 0,070
ct® 2003 2004 2005 2006 2007 2008

Bulgaria BG 1,26% 65,61% 41,73% 39,57% 78,84% 100,00%
Croatia HR - - - 24,50% 31,41% 21.97%
Hungary HU 35,22% 62,44% |  100,00% 23,83% 57,06% 40,86%
Romania RO 16,98% 52,04% 47,10% 62,08% 90,24% 99,54%
Slovenia sl 44,65% 58,82% 87,45% 54,59% 60,28% 46,97%
Slovakia SK 14,78% 47,51% 52,73% 21,44% 71,92% 56,50%

Source:Own calculation based on EIS 2003 — 2008

Chart 4.: The relative change of the innovation trend incthma(CTlrel) in six countries betwee2003 and 2008
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Source:based on the data of table donstructed bySitanyi L. (2009)

2L CTlymin means the lowest value in the given y&iFl.,the highest angTl; is the CTI value of the examined
country.
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The six examined countries’ Cr'erllvalue between 2006 and 2008 is demonstrated oioltbeving
map (chart 5.) We can see that during the last three analyzats¥éoth Romania and Bulgaria
increased, while Slovenia, Slovakia and Hungarywsib unsteady values just like Croatia.
However, it reached only half of the (L,QII'IeveI of the three countries in the past two asedly
years. ¢harts 4. and 5.

Chart 5.: The relative change of the innovation trend incthma(CTIrel) in six countries betwee@006 and
2008
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Source:based on the data of table Zonstructed bySitanyi L. (2010)
The detailed, annual analysis of the EIS reportstarir background materials has produced
two more additional results beyond the original .a®ne of them was setting the direction of
innovation development based on EIS secondary sisalfyWe deem it a significant
recognition from the aspects of both area developrard general development policy. The
EIS reports of recent years (EIS 2005, 2007, 2@08) established the negative correlation

between innovative performance and the variancexéin characteristics.

%2 Croatia’s innovation trend indicator (CTI) datara@vailable only for these yedtable 4.).
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Chart 6.: Innovative performance of the groups of countriasdal on the seven major dimensions in 2008
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Source:European Innovation Scorebod&008, p. 11.)
The leading countries’ data were uniformly highgder difference between the various
innovation indexes was characteristic of less dged countries.chart 6)
Conclusion presents itself for each regional legbper individual “dimensions” need to be
developed parallelly, high innovation performan@micot be achieved in the long run when

certain regions are developed concentratedly whilers are neglected.

The other conclusion is that EIS researchers —rmbyloe usual analyses — have also surveyed
the impact of social, economic and regulatory emnnent in 2007. It revealed that two out of
the surveyed seven categories were in close cadonegtith the summary innovation
performancesocial capital and technology flow was also established that the indicators in
the two categories show strong correlation with lthesl of firms’ innovation performance
Based on the above result development policies|dh@st on growing confidence level,
fighting corruption, and developing industry-unisity research cooperation. These goals can
be achieved by the strengthening of publicity arahgparency, as well as by supporting
innovation networks and innovation cooperationsother EIS secondary analysis, carried
out in 2007 also supported the above-mentionerkvitaled thasummary innovation index
had the closest connections with the following eltaristics

= Corruption control;

= Government efficiency;

= Legal regulation.
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Innovation and development possibilities in Southafhsdanubia

According to the managers of innovation firms thimé of the four factors hindering
innovation to the greatest extent were finance awagket related. They were expected to
respond to the strongly hindering financial factaith their plans. Neither our primary nor
our secondary research found the signs of suchsplglnen questions were asked in
connection with service utilization. Thus it is@@ising fact — however, it is in accordance
with the results of our own research at the Uniteisf Pécs — thathe utilization of financial
services is on a small scale and it shows decngasitention in the future. (table 5.).

Table 5.: Utilization and change in financial services (paduture)

Financial services Past Change Future
(Yes) [%] [%] [%]
Access to guarantee funds 6,6 4,3 10,9
Factoring 9,0 1,9 10,9
Involving Angel Investors 0,0 11 11
Business credit on preferential term 30,4 -3,6 26,8
Involving venture capital 9,1 -4,6 4,5
Leasing possibilty 30,8 -6,0 24.8

Source:CsizMADIA Z. —GRosZA. (2009)constructed bysitanyi L.

Our primary and secondary experiences have alsee@rthat the managers of innovation
firms do not lay considerable claim to the othewises of organizationdirectly supporting
innovatiorf> in South Transdanubia. afile 6) It was also confirmed by our own,

complementary regional research as well

as theeseptative research on South
Transdanubian industrial parks and incubator howsesed out by somebody else and
already mentioned gmage 7

Table 6.: Claim to innovation organisations’ services (pastpresent)

Types of Organizations Abbr. In the In the Change
past future
1. Chambers of Commerce and Industry MKIK 29,3% 36,4% 7,1%

group | South Transdanubian Regional Development DDRFU 12,1% 32,2% 20,2%
| AdeNCY e
South Transdanubian Regional DDRIU 4,7% 25,8% 21,1%
| __ _ _|lmnovationAgency | _ _ _ _ _ oo __]
2. Business Enterprise Centres MVK 16,1% 22,1% 6,0%
group | Consultancy firm Tanacsadé6 16,7% 18,7% 2,0%
University Transfer Offices ETI 6,4% 7,7% 1,3%
3. Industrial park or incubator house Ip. Park 3,0% 6,6% 3,6%
group | Cluster organization Klaszter 3,0% 4,2% 1,2%

Source:CsizMADIA Z. —GRoszA. (2009)constructed bySitanyi L.

Z Cluster organizations, industrial parks and intabhouses, University knowledge transfers (Padtfature:
below8%).
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Naturally, we have also examined the flip sidehaf issue, the side, which enforced the above
and found that it lacked operative programs lonpan three years, as well as operative
financing, which would provide constant, stableditons for the intermediary organizations.

All in all, the reasons for the above phenomengoardy beyond their control, but in total we
can say thatosing the original target group of the organizats supporting innovation

directly to such extent implies that the local imation system is going the wrong way.

Out of the few promising local research results ohthe most important is the dynamically
improving DDRIU Nonprofit Ltd’s position — it is itharge of the South Transdanubian
innovation network — in respect of claim to intediay organizations’ services. The research

was carried out among the innovation enterprisesarregion. ¢hart 7)

Chart 7.: Claim to the services of innovation organizations &ow it changed (past — future)
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Source:CsizMADIA Z. —GRoszA. (2009)constructed bySitanyi L.

Indisputably, it is a serious recognition of therv®DRIU Nonprofit Ltd. has done recently
from the private sector’s side. However, it reveaisextremely fragile regional environment,
where a firm, which is small in number (7 persomg)h uncertain financial future — financed
until June 2011 — is deemed to be the most sigmfiand almost the only regional player,
which is suitable to maintain innovation networkeagtion and to induce development

according to local research experiences.

Innovation Environment at the University of Pécs

We have surveyed and taken the following statemafritse technical literature on the subject
as a good starting point: trust is needed to bwidl-functioning networks, while networks
are essential to develop innovation environmend, famally that transparency is one of the
fundaments and one of the most significant stresrgtiy factors of trust.
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Based on these it has to be admitted tasently the innovation environment is not
favourable to have a successful development with background at the University of Pécs.
The majority of University lecturers (87.8%) statédt they did not have any information on

the share of incomes resulting from research atitin at the University of Pécshart 8).

Chart 8.: Share of incomes resulting from research utilizatia the PTE (lecturers)

Share of incomes resulting from research
utilization at the PTE (lecturers)

approve disagree

2.4% \ / s

there is not
enough

information;
87.8%

Source: based on the data of own sum@ystructed by Sitanyi L.

Out of the respondents who thought to have enonfgrmation (12.2%) four-fifth (9.8%)
disagreed ananly a fraction (2.4%) of lecturers approved tbe way how the share of

incomes resulting from research utilization at theiversity” was distributed.

It is generally believed that we are suspicioughaf unknown. If we accept this it is not
encouraging that only a quarter (24%) of graduatedlemts hasheard about capital
mediatory, financial provider organizations spesal in innovation developmerand even
fewer know about Spin-off” type enterprises (21.3%). The level of knowledges wery
different in both questions among faculties. Theuleof all faculties without the Faculty of
Business and Economy (KTKhe mean of notoriety of spin-off definition do@$ even hit

5% among students. (chart 9.)
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Chart 9.: Notoriety of “spin-off” and capital mediatory org@ations
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Source based on the data of own sunamnstructed by Sitanyi L.

There was no confidence towards the other sigmfiganovation developing factor, the
institutional and decision-making system of finah&ubsidies. The two target groups shared
their opinion in the justification of supports foew ideas, according to which signs of
corruption andunpredictability characterise this systefhis phenomenon obviously hinders
the absorption of innovation support sources, sthose who think like that and who have

not got the proper connections will not even lotgsr tenders

Neither lecturers nor students turned to instingiospecialised in either financial or
professional assistance. Neither of the groupdsr(ia this decreasing ranking order) in
institutions specialized in innovation developmemntrepreneurs, banks and finance

providers.

Trust problem from teachers’ aspect exists betwd®n two target groups. Respondent
lecturers placed their students to the end ofdn&ing when they were askétb whom they

talked about their idea?”

From this we have drawn the conclusion that stiedémtPécs are hardly expected to be

involved in merit in their teachers’ research, @rbe informed about their research results.

% This statement is supported by the DDRIU Nonpiddits experience as per the utilization propartaf one
of the sources, namely the ,Baross Gabor” innovetimgram continuously decreased in South Tranddanu
between 2005 and 2008. Therefore the region “last&ntral subsidy worth 1,3 billion HUF.
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They have even less chance of an offer for coojperat assuming strong confidence —

where they would co-establish a comp&mwith their teacherschart 10)

Chart 10.: To whom they talked about their idea (Lecturersi&nis)

To whom they talked about their idea (Teachers/Students)
50%
40% 1T HTeachers W Students
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ml . 1 d J
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family member colleague/fellow specialized nobody entrepreneur  student/teacher bank, financial
student provider provider
organization

Source based on the data of own sunamnstructed by Sitanyi L.
Factors hindering innovation based on the local rgsentatives of different sectors

Factors hindering innovation have been examineallithree spheré8 of the “Triple Helix”
model. Each group deemed financial obstacles aditgest in the progress of innovative
development. However, we could also see distrusd, many times lack of knowledge in
connection with service providers, services, andricial opportunities supporting innovative
enterprises. Our research at the University of Réss established that neither students nor
the majority of teachers — qualified for giving eanfnation to students — have sufficient
knowledge about these. Although we accepted thet ploat the participants of the academy
sector are not necessarily expected to have déeperedge on the issue, but still we reckon
that the necessary minimum level of knowledge fosatisfactory innovative University
background can be relatively quickly acquired (urs twell-trained circle) with proper and

targeted training.

However, the similar analytical result — carried among innovative firms and managers
dealing with practical financial matters on a ddilgsis for organizations specializing in
professional innovation development — was way teexpected. Conclusion presented itself:

% We think that a joint student-teacher enterpigste most efficient form of University spin-off.

% According to this repeatedly quoted model reabiration cannot be realized without the active pagition,

cooperation ofstate (and the innovation intermediary organizationsaficed by it),Universities, research
institutions, and enterprises
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if it is a general phenomenon, which can be expead among the managers in all three high
priority sectors, presumably there could be prollem the other “source” side of finances,
namely among banks, capital owners, finance proside

Unfortunately it was not included among our onssuanptions; therefore we cannot answer

this question in the present research.

4.2. Possibilities to utilize the results of the #sis

We could see that conviction has continuously gramvthe technical literature of the past
three decades according to which economic restdtingerdependent with the level of social
capital in the local societyThis scope was examined in 2007 by EU researchdns,
revealed that two out of the seven dimensions afiao economic, and regulatory
environment were determinant, and one of the twe thedegree of social capital
It was also explored that the indicators of thedesccomprising this category showed strong
correlation withcorruption control, government efficiency, and legagulation
The above facts have supported our previous, tHeasgd assumptions with practical
research results. According to these assumptionsl@ment policy is able to improve local
innovation environment with targeted changes ornddie which require relatively low
financial investment. These are supposed to hawffact on

= growing confidence level,

= fighting corruption, and

= developing industry-University research cooperation
All these can be achieved by teengthening of publicity and transparency, aslaslby

supporting innovation networks and cooperations

Based on the researdh is necessary to develop human resourespecially in the
comparison of national levels — examined in chafiar — and most likely in the regional
dimension too, which comes from the other. Thegmes of one of the biggest Universities is
a good ground base in South Transdanubia, howtheJniversity itself is not enough for
development, which was proved in our case studyn@xag the innovation environment at

the University of Pécs.

We deem that thBnancial controversy explored in the casepafticipantsin all three basic
pillars of innovation environment — especially iewonsider its hindering role in innovation
and the development of local economy — can be degaras acomprehensive result
experienced at each local le@icubator house, settlement, subregion, coustyipn).
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We also think that their deeper connections shbaléxplored as soon as possible so that we
can get an idea about the reasons why the utdizaif financial services is so low, why it
shows decreasing willingness, and why the regigmiakence of such services is hardly
perceptible After finding the reasons they have to be repaasdoon as possible, because
acute shortage of cash may deeply hinder innovatiieconomy in South Transdanubia and

also its sustainable development in the long run.

Since financial knowledge, the notoriety and acaepe of intermediary organizations are
clearly at a very low level in the region, we thitilat the first step can already be seen in
order to obtain the necessary sources for innozatevelopment: various methods on how to
“attract active capital” need to be taught. Thespre attitude might begin to change with such
training by education, by propagating general krealgg’, and by presenting mechanisms,
which are in charge of the operation of capitatintediary, finances, and other market and
institutional participants.

Based on the facts experienced during the reseachink that every organization mediating
local innovation should redeem the functions theyh like to fulfil. It is especially true for
organizations supporting innovation directfindustrial parks and incubator houses, cluster
organizations). Their services and activities stidnd redirected to the place where they could
be once more important partners for their origitsabet group, the South Transdanubian
innovative enterprises. With the help of their bBshments, accumulated and significant
knowledge, local experiences and relations theydcprofitably help the development of both
the region and their micro environment to encouragsupport entrepreneurs for innovative

development.

Every single secondary and primary local reseaeshrhin into problems caused by the lack
of constant operative financing when examined ti@pants of the Hungarian innovation
system. This problem is not a new result to theaesh. However, due to the general and
considerable extent of its existence we found dessary to call attention to it because of the
damages it has done, and also because of the itptesemedy it.

We could see its theoretical importance in esthinigg technical literature, and at the
University of Pécs we could experience in practicelack of attitude necessary for trust and
development. Since they require not only the atjon of practical knowledge but also the

change of attitude and mentality — which are longcesses formation of attitude should

2" This activity has already begun within the TAMORjpct, which supports innovation at the Universify
Pécs.
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begin among students entering higher educatien latest. Education of the new University
researcher/lecturer generation should be also thdlpe way, since these graduate students
and young employees might have Shumpeter’s entreprship, the willingness to take risks,
and they may understand the “language” and claimecenomic participants, therefore they

will be able to “carry” innovation.

The present state of South Transdanubian innovaioamronment is greatly helped by the
already demonstrated domestic and EU subsidies, ctrally supported University
developments. However, it can already be seertlieatajority of them are most likely non-
recurring opportunities. As a consequence a cenglide part of their future financial results
will have to be reinvested into the early stagesinmiovation process for the long-term
sustainability of financing proper research envinemt.

Among the specifications in this point the insiibas of the DDRIU network and the local
participants of the academy sector have importalesras individual institutions. If a high-
level cooperation could be realized between themd, tae synergic effect of their activities
could be strengthened, it would be a determinirgjtipe factor in the region’s development.

4.3. Further research directions

International comparisons in the European innovatiossphere

In the coming years we would like to continue asaly the European innovation situation in
further details, to focus on the regional level] anth the help of this clear picture we would
like to analyze processes and phenomena which waise considered in this thesis in
accordance with others’ work. Also we would like darry out further case studies in the
Eastern-Central-European countries, as well ahenfield of the effects of European and

national level innovation policies supporting ficarg®.

Revealing the reasons of regional experiences ameirt effect on innovation

Based on the European research such a regionahtodisystem could be developed, which
would be able to follow up on the changes of thed#urian regional innovation environment.

Based on the research at the University of Pécsle@amed that neither students nor the
majority of teachers — qualified for giving infortran to students — trust and/or have the

28 Major questions to be answerddow should central regulation, legal environmaegurities, assessment and
the aspects of project choosing change so thahdkienal and EU source-based developments remained
efficient and sustainable as a result of synerbenges? Is it provable that the absorption of dgmaknt
supports and its efficiency shows strong correhatiagth the trust an individual country’s citizenstgn
their own institutions?

22



proper knowledge about financial opportunitiesveas and service providers supporting
(innovative) enterprises. When the same statentabhte(5) was true for the managers of
innovative firms, the conclusion presented itsélfiere might be problems on the “other
side”, namely with the Hungarian services of bankspital owners, and financial
intermediaries.Since it was not a part of either research ohjestiwe could not give precise
answers to these questions. However, based onhibee eexperiences we think that the
controversy revealed here is worth further analgsesng each target group.

Innovation environment

From many aspects it would be useful to compars Ré&bt Debrecen and Szeged, and also to
compare Pécs with the Universities together witkirthities and characteristics. One of the
aspects of the research could be the similar déitinalysis in the two other cities, which was
carried out among the lecturers and students atUheersity of Pécs. With such a

comparison we could get even more appreciabletsesul
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