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Description of the approach (aims, delivery, budget etc) 

Timisoara, Romania’s fourth largest city (population 332,000), the main population centre in the west of 
Romania and capital of Timis county, is one of Romania’s most developed cities. Timisoara today is an important 
centre for Romanian people, foreign tourists and business people. City authorities attribute its economic and 
social progress to its geopolitical position, the developed support structures compared to other regions of 
Romania, trained human resources, and a high degree of cultural and social cohesion. Local industry is diversified 
and comprises various branches: machinery, electrical engineering, chemicals, wood processing industry, 
printing, leather goods, textiles, etc. A university centre, Timisoara gives the opportunity to study in several fields: 
medicine, psychology, veterinary medicine, polytechnics, economic sciences, political sciences, philology, 
philosophy, theatre and music. Timisoara has built its progress through its strategic location and by policies aimed 
at stimulating enterprise and collaboration in the city, county of Timis and west region of Romania.  

Support for entrepreneurship and SME development is provided by national, regional and local agencies. 
The National Agency for SMEs and Co-operatives, the Governmental body supporting SMEs and operating under 
the Prime Minister’s office, has recently (September 9, 2005) inaugurated a Regional Office in Timisoara, in order 
to facilitate the implementation of its programmes. At the regional level, the body responsible for socio-economic 
development in the entire west region, is the Regional Development Agency (RDA). The main local body 
responsible for economic development is ADETIM (Economic Development Agency of Timis County). This work is 
complemented by the Chamber of Commerce in Timisoara. 

The National Agency for SMEs and Co-operatives (NASMEC). NASMEC has the strategic priorities and 
aims of creating a business environment favourable to the establishment and the development of SMEs; the 
development of SMEs capacity; improvement of  SMEs access to financing sources; improvement of SMEs 
access to foreign markets; promotion of an entrepreneurial culture; and to strengthen management performance. 
NASMEC provides a variety of programmes: Annual Fair for SMEs (TIMM); programmes aimed at women 
managers; training and consulting services; crafts and handicrafts; quality assurance in SME sector in auto 
industry and setting up supplier chains (co-operation program between Romania and Flemish Government); 
development of technological and business incubators; EMPRETEC Program: (co-operation between NASMEC, 
UNCTAD, and Ministry of Productive Activities from Lombardia Region); international marketing and export 
courses; and, the “START” program dedicated to the entrepreneurial development of youth and access to 
financing.  

ADETIM - Economic Development Agency of Timis County. ADETIM - Economic Development Agency of 
Timis County is a self-supporting legal entity that specialises in economic development. Founded in 1995 by Timis 
County Council in partnership with the City Hall of Timisoara and the Chamber of Commerce, Industry and 
Agriculture Timisoara, ADETIM seeks to be an interface between the local public administration and the private 
sector, and a centre promoting local best practice policies and methods. The association has over 250 members 
including the most dynamic local SMEs in Timis County. It supports its members through initiatives that lead to 
improving the business environment. With ten years experience of local economic development, and providing 
services, to assist the SME sector, ADETIM has been an important local player in helping to chart Timisoara’s 
strategic vision and support the implementation of the vision.  

The Chamber of Commerce, Industry and Agriculture of Timisoara. The Chamber (www.cciat.ro) also plays 
an important role in guiding entrepreneurs and investors, including SMEs. It now has 778 members and is one of 
the main promoters of trade in the region. 

                                                      
1 Source: Discussion Paper "Entrepreneurship in the Districts Mittweida and Altenburger Land", 
OECD LEED Programme, October 2006. 

 1

http://www.cciat.ro/


The Timisoara strategy for entrepreneurship development, Romania 

Why the approach is relevant to the two districts/to East Germany? 

Timisoara (and Romania) has gone through a 15 year period of difficult transition to market economy 
structures after many decades under a centralised communist system. Faced with wide structural policy reforms, 
as well as high unemployment and uneven regional development, it is now achieving significant economic growth 
and social progress. Timisoara has been a model region for other Romanian regions in its successful regional and 
local development approach and in particular in reducing unemployment to around three per cent. Much of the 
leadership and initiative for this success has emerged from local sources and the ‘Timisoara Model’ has become 
well known internationally. While the city is considerably bigger than Mittweida and Altenburger Land it also has 
some similarities: movement from centralised governance systems to democratic market economy structures, 
proximity to border regions, mixed agricultural and industry structures, and in earlier years high unemployment as 
inefficient state companies declined and were privatised or liquidated. The development of the local vision and 
local strategy for entrepreneurship and SME development and the attitude and approach to ensuring a proactive 
effort by all relevant partners are pointers to local success and achievements. 

Reasons for the success of the approach  

There are numerous factors and combinations of factors that can be cited for the success and progress 
achieved by Timisoara in promoting entrepreneurship and SME development and also some areas where 
progress still needs to be advanced. Amongst the reasons identified by various research studies and feedback 
from expert commentators are historical factors such as cross border trading, a strong regional identity and joint 
action by public and private interests, emphasis on education, and competitive costs and productivity. In particular 
the following are notable: 

City Vision and Strategic Development Plan: The mayor’s office has been a driving force in defining the city 
vision and the local development strategy, while also having a strong influence on the county and even regional 
development strategies. It has close co-operation with the private sector and been a strong leader in helping (or 
co-ordinating) support (finance, infrastructure, incubators, etc.) to local SME development. The mayor of 
Timisoara City is a member of the seven-member board of ADETIM. ADETIM is preparing not only the 
development strategy for the Timis County, but also the development strategy for Timisoara (www.primariatm.ro). 
This is a good example of regional leadership, where development strategies at three layers of governance 
(regional - prepared by the RDA), county and local (prepared by ADETIM) have been set out.  

History of cross border trade and exchange: The local mentality and tradition has contributed to the 
economic growth. The city is close to the border and exchanges with Serbia and central European countries have 
always happened. According to expert Romanian commentators Timisoara knew how to capitalise on that and 
adapt to the reality and opportunities.  

International SMEs: Over 4,500 foreign investments have been attracted to Timisoara, of which 1,638 are 
Italian micro enterprises or SMEs. Domestic SMEs have developed at least at the same pace as the newly 
created joint ventures or foreign companies. FDI has brought capital and know-how in a time and place where 
these two development ingredients were scarce. The Timisoara model shows positive spillovers and 
demonstration effects of FDI on local growth and development. At the roots of Timisoara City’s development lies a 
strong entrepreneurial culture and cultural matrix which has been ready to nurture and propagate the seeds 
brought by FDI.  

Regional and international aptitude dimensions: The Timis region is renowned as an area where both the 
public authorities and the population nurture a strong regionalist sentiment, thus endorsing local co-operation and 
mutual support. This is typified by the close liaison between the mayor’s office and public and private interests. 
Combined with relatively good technical skills this has constituted a basis for the emergence of successful new 
enterprises and clusters. 

Cluster development: With physical proximity, high level of concentration and inter-firm networks of small 
companies in a few interrelated industries there is clear evidence of a more intensive spatial agglomeration of 
firms in the western-northwestern part of Romania. The area, represented by Timis County, is host to more than 

 2

http://www.primariatm.ro/


The Timisoara strategy for entrepreneurship development, Romania 

one cluster, in fields such as software, textiles or shoes. Noteworthy is the high level of Italian investment in the 
area, which has brought with it the principles of the Italian cluster model.  

Clustering for the future: It is not certain that the agglomerations of companies will grow to become 
sustained, dynamic clusters and will remain competitive at their present level of development. Several of the 
clusters are operating mainly under the ‘lohn’ regime. Many of the Italian companies are in sectors with standard 
technology and produce intermediate or final consumer goods, which are growth restricted and have high price 
elasticity. The markets are beyond the ‘control’ of the domestic companies (lack of domestic brand recognition, of 
contacts with the final clients) and at the same time the local companies are dependent on the foreign orders. The 
local strategy needs to retain investors by securing the superior working conditions typical of a sustained cluster 
or they could face transfer of companies to lower cost locations. 

In summary, the city and region has built its economic progress on this matrix of strategic local vision, 
initiatives, local ‘magnets of attraction’ and collaboration. Significant challenges remain. These are not ‘failure’ but 
part of the ongoing evolution of innovative strategy needed. 

The obstacles that were faced and the quality of the response taken  

Timisoara faced all the problems of transition, limited central government support and relatively low 
economic and social development when compared with EU or Central European countries. Historically, SMEs 
complained about constant changes in legislation and regulations and the need to simplify and stabilise the 
business environment. The number of controls (customs, sanitary rules, etc.), the absence of good clear 
information for investors, both domestic and foreign, and lack of management experience were obstacles to 
business development but there has been much improvement in all of these areas.  

Some local SMEs are, according to OECD research, critical of the lack of power by local bank management 
in exercising decisions on funding. This lack of a proactive ‘reaching out’ by banks to small business customers, 
and the bureaucracy and inflexibility on granting credit to SMEs, is not uncommon in many regions both in- and 
out-side Romania and points to an issue that is restricting the maximisation of the benefits of SMEs. Also, the 
absence of active venture capital players in Timisoara (and other regions) has been cited as a restricting factor. 
There are ten venture funds active in Romania, but only one involved in funding SMEs. In SME financing, 
therefore, there are still steps that need to be taken to improve the environment for SMEs. The involvement of 
Italian banks, many pursuing their customer base from Italy, has assisted in the range and scope of services to 
SMEs in Timisoara. National SME support programmes have sought to address this issue both in Timisoara and 
other regions.  

Various infrastructure initiatives have been applied to Timisoara and other regions: industrial parks, scientific 
and technological parks, free zones, industrial restructuring zones with economic growth potential, and business 
incubators. An evaluation report has pointed to important structural deficiencies of the industrial parks, such as 
unsuitable locations, design and lay-out fund-driven and not market driven, lack of managerial skills, unclear 
legislation etc. According to the Governmental Strategy for the Development of SME for the period 2004-2008, 
there is a plan for establishing additional business incubators. In Timisoara a new business incubator has been an 
important local initiative. In an OECD Investment Compact review this incubator has been cited as one of the best 
initiatives in the field of encouraging SME development. The ‘Business Incubator and Technology Transfer 
Centre’ is the result of the joint efforts of the Timis County Council, Timisoara Local Council, Timisoara 
Politechnical University and the IBD/GTZ – Programme of the Government of Germany aimed at Promoting 
Economic Growth and Reducing Unemployment in Romania. The working capital of the incubator for the first 
three year is 160 000 Euro. The incubator is mainly addressed to fit the needs of students and young graduates of 
the university that wish to start their own business in the field of software creation. The incubator will be hosted by 
the university, the area set aside being 400sqm (the entire third floor). 

Considerations for adoption of this type of approach in the two districts and in East Germany  

Timisoara has many location and cost advantages that have enabled it to build local SMEs and attract new 
investment from outside. As a much larger city than Mittweida and Altenburger Land it has a labour pool that is 
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attractive to investors. However as the text above describes it has faced many similar development challenges in 
dealing with transition, in reducing unemployment and in competing with Bucharest and other major cities in 
Romania and south-Eastern Europe. Key issues that emerge from its development that are particularly relevant to 
Mittweida and Altenburger Land are: 

 The city vision and strategic plan; 

 The leadership and public private partnership fostered by local government; 

 The development of key infrastructure in collaboration with universities; 

 The focus on promoting SMEs from domestic and foreign sources and ensuring good collaboration 
between these; 

 The focus on both manufacturing and service business as well as cluster development; and, 

 The building of a ‘Timisoara Model’ that is seen as a success model worldwide; 

Timisoara faces continuing development challenges in rooting its clusters and foreign investment in the 
economy and in helping SMEs to undertake more value added production. With its active local collaborative and 
partnership approach and history of innovation in policy and implementation it seems well placed to meet these 
challenges. 

Contact details and website for further information  

The National Agency for SMEs and Co-operation (www.animmc.ro)  

Regional Development Agency (RDA) www.adrvest.ro   

ADETIM (Economic Development Agency of Timis County) www.adetim.ro   

Chamber of Commerce of Timisoara (www.cciat.ro) 

Romania Factbook 2004 and 2005 by Investor Services (www.factbook.net) 

‘Clusters of Enterprises and the internationalization of SMEs, The Case of the Romanian Region of 
Timisoara’ OECD LEED Programme, May 2004 

‘InvestRomania’, June 2003 

‘Enterprise Policy Performance Assessment – Romania, OECD, 2002 and 2005, 
www.investmentcompact.org
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