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Abstract
Cluster-based approach has been a well-preferrstlument in
regional development policies for more than a dec&tbwadays,
we are observing a new shift in the so-called ,Ecoies in
transition“, where cluster policies are graduallging applied.
However, we can still notice certain differences fastance
between old and new EU members.
In the article we use analytical tools in orderntap automotive
cluster in Vienna region (Austria) and Bratislaegion (Slovakia).
We also draw certain conclusions about state of ah@®motive
cluster in the Vienna-Bratislava region. As a mdtlod description
we use diamond model (Porter 1998). We also loakeatluster’s
strengths and weaknesses and at further potertidk aegional
competitiveness.
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1 Introduction

Bratislava (Slovakia) and Vienna (Austria) are e closest capital cities in the world. They
are connected by Danube River and the air distartgeen their closest edge parts is less
than one hour, if driving at the speed of 60 kmyhth a train speed of 360 kmph, this
distance could be overcome in about 10 minutesst-gaough to enable daily face-to-face
and soul-to-soul contacts between business pedetesion makers, researchers, inhabitants,
and other stakeholders.

The so-called Twin-City region of Vienna and Brkis could represent an innovative and
sustainably developing cross-border region, whithzes its potential for competitiveness
through given synergies. The prerequisite for suadevelopment could be the incorporation
of technological platforms into its regional inntiea system, what would also reflect the
aims of innovation and cluster-based policies efftJ. But giving the hand to policymakers,
there is a need for more comprehensive researctiemtifying the potential of the cross-
border cooperation, perspective industrial sectams, barriers to the creation of cross-border
social networks and more specifically to the emmeggndustrial clusters.

The purpose of this article is tanswer the following question What changes in the
industrial structure can we observe in Bratislawgion and Vienna region with respect to
automotive industry between years 1997 and 2004@pl&mentary questions are the
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following two: To what extent can we speak abow #merging cross-border automotive
cluster in the relevant region with respect topitgential and limitations? What are the main
factors of such development? The answers to thetigne can be found in the subsequent
chapter.

2 Automotive cluster in Vienna-Bratislava Region

In this part we focus on the emerging automotivester in Vienna-Bratislava region (also
VBR). Firstly, we clearly define the scope of thegion and briefly compare on economic
basis its distinctive parts — subregions. Secondly,use analytical instruments that help us
identify already established and emerging clusfénss way we can evaluate the dynamism
and structural changes in the region’s industryrtfeasmore, we closely look at the
automotive cluster in both Bratislava region anénfia region, and draw conclusions about
its strengths and weaknesses with analysis bas#teatiamond model.

2.1 Defining the region

We use the definition from the OECD [1][2], accaowglito which the region consists of two

national parts. Bratislava region (Slovakia) corsgsi following two entities (regions or

counties on the NUTS 3 level) — Bratislava countd al'rnava county. Vienna region

(Austria) is made of three territorial entities #rBenland, Lower Austria and city of Vienna.

This concept of Vienna-Bratislava region should kd@aus “to make comparisons and
references across borders” [2, p. 12]. Moreoveenxa region is a label for international
marketing purposes, designed to promote the reggoa business location. Bratislava region
as a label has not been established yet, but ettateint of the common Vienna-Bratislava
regional label could overcome this lack.

~Map 1 - Definition of Vienna-Bratislava Region
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The number of inhabitants living in the VBR in y&&01 was 4.5 million (2.9 million living
in its core consisting exclusively of the city ofevina and Bratislava county)Next table
shows income per capita disparities between sutmegind national averages.

! The total area of the VBR is roughly 30,008, mhat is approximately equal to 2/3 of the areghef Slovak
Republic. City of Vienna has the highest populatitemsity from all five subregions, which is alm8s800
inhab./knf. City of Bratislava spreads through a relativelyge area, what results in about three times lower
population density as it is in the case of Vienna.
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Table 1 — Income Disparities within the Vienna-Braislava Region (2004)

Region or Vienna | Burgenland Lower Austria Bratislava Trnava* Slovakia
State Austria
€ GDP/cap. | 38,632 19,305 22,434 27,666 27,802 12,67f 12,196
(PPP)
% from the 180 90 104.4 128.7 129.3 59 56.7
EU-27
average

Source: Eurostat [3], *Source: SUSR [4]

From the previous table we can make a deductioncitrasiderable income disparities exist
among relevant subregions in the VBR. Bratislava th& second highest regional GDP per
capita after Vienna. On the other hand, Trnava Bodgenland do not achieve average
income levels of the EU-27. The regional GDP pguiteaof Lower Austria remains slightly
above the EU-27 average.

Theory of new economic geograph$], as well ascluster theory[6], incorporates in its
concept the importance of geographical proximitybefsiness actors, social capital and
externalities on economic outcomes and welfare tioreawithin regional economic
complexes. But the creation of economic value dbespresent the only aim for which
regions should be striving. Besides, the attrantgs of the locality and quality of life are
also necessary preconditions for business and R&Blikzation, which turns at the end effect
into more economic output. For the future stakéhefregion, the ability to draw talents [7]
by cultural and environmental amenities remaingiatuOur aim is not to analyze the whole
complexity of such development factors. Additionedearch has already been done for this
purpose. However, we do not intend to underestirtretemportance of the quality of life on
the overall performance of regions and thereforaneation the relevance of this dimension
too.

2.2 Location quotient and shift-share analysis

Both analytical tools are widely used for the idiecdtion of emerging clusters and changes
in the industrial structure. We have done the aislgf structural changes in VBR industry
with the use of employment data (NACE 2 digits)westn years 1997 and 2004. Both
national parts have been examined separately. @diti@hal contribution was putting
together the employment data for the whole ViennaiBlava region into one common table.

Location Quotienf{LQ) method identifies the export base of regiandustries [8] [9] [10]
and can be expressed followingly:

LQi = (e/e)/(E/E) ,
where

LQi — Location Quotient for industry i

g — regional employment in industry i

e — total employment in the region

Ei — employment in the region on the upper levehotustry i
E — total employment in the region on the uppeellev
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Following two tables show the LQ results for botational parts — Vienna region and

Bratislava region in years 1997 and 2004.
Table 2

Employment Str ucture - Numb er of Employ ees (32 Branches)

LQ for Years 1997 and 2004 (Austria and Vienna Region) 1997 1997 1997 2004 2004 2004
NACE Vienna Region Austria LQ LQ Vienna Region Austria
Total 1316 314 2968 509 1318 484 3078 548
A/B Agriculture, Hunting, Forestry, Fishing 10 639 26 191 0,92 1,01 11 474 26 601
C Mining 4110 14 455 0,64 0,65 3610 13 023
D Manufacturing 225 458 609 596 0,83 0,77| 192 727, 585 119
E Electricity, Gas and Water Supply 8172 31173 0,59 0,69 8079 27 313
F Construction 114 202 266 519 0,97 0,93 94 034 235 524
G Wholesale, Retail Trade, Repairs and Personal Goods 212610 485 456 0,99 0,98 209 526 498 633
H Hotels and Restaurants 52 215 142 768| 0,82 0,82 56 164 159 022
106 253 222852 103 228, 214 352
54 208 109 626 53 517 109 883
114 894 203 488 160 729 294 362
413 553 856 385 425 402 914 731
NACE-2 Vienna Region Austria LQ LQ Vienna Region Austria
Total 1316314 2968 509 1318 484 3078 548
D Total 225 458 609 596 0,83 0,77| 192 727, 585 119
... Technologies 83 841 199 244, 0,95 0,81 70 933 205 282
... 15/16: Food Products, B everages and Tobacco 31676 79 500 0,90 0,86 27 340 74 145
... 17: Textiles and Textile Products 6119 20 756 0,66| 0,67| 4441 15 407
... 18: Clothes 6 905! 16 830 0,93 1,00 4 110] 9638
... 19: L eather and Leather Products 1558 7944 0,44 0,68| 1613 5562
... 20: Wood and Wood Products 14 153 36 736 0,87| 0,82 11 994 34 128
... 21: Pulp, Paper and Paper Products 5221 18 014 0,65 0,65 4898 17 633
... 22: Publishing and Printing 15743 29 660 12 897 25 567
... 23/24: Chemicals and Chemical Products; C oke and Petroleum 14 995 32 889 14 002 33419
... 25: Rubber and Plastic Products 11 567 23 815 11 015 25 174
... 26: Non-metallic Mineral Products 9 398 30 187, 0,70 0,66| 7846 27 955
... 27: Basic Metals 6148 28 309 0,49 0,43 6117 33321
... 28: Fabricated Metal Products 24 047 70 793 0,77| 0,72 22 469 72 421
... 29: Machinery and Equipment N.E.C. 21397 20 198 66 200
... 30-33: Electrical and Optical Equipment 36 899 25916 61 433
... 34/35: Manufacture of Transport Equipment 10 549 10 817 44 230
... 36/37: Manufacturing N.E.C.; Recycling 9083 7054 38 886
K Total 114 894 160 729 294 362
31 212 26 264 40 046
... 71: Renting 1990 2159 4720
9 086! 18 161 28 932
5194 6553 9536
... 74: Business Activities 67 412 107 592 211128
Source: Own calculations based on [11] [12]
Table 3’
Employment Structure - Number of Employees (32 Bran  ches)
LQ for Years 1997 and 2004 (Slovakia and Bratislava Region) 1997 1997 1997 2004 2004 2004
NACE Bratislava Region | Slovakia LQ LQ Bratislava Region Slova __ kia
tal 359 971 1447 278 344 181 1224 357
A/B Agriculture, Hunting, Forestry, Fishing 24 758 0,74] 0,78 13 091 59 362
C Mining 3 144 0,64] 1701 9 449
D Manufacturin 79 653 0,78 361 323
12 508| 41 876
22 051 44 773
21197, 85 466
4 090 11 324
35172 102 784
15 078] 31 906
25 254 59 788|
117 06! 416 306
Bratislava Region 4 Slovakia i Slova __ kia
359,971 1247 278 1224357
D Total 79 653] 78 936 361 323|
... Technologies
... 15/16: Food Products, Beverages and Tobacco 13923 9 801/ 37 808
... 17: Textiles and Textile Products 2676 1938| 15212,
... 18: Clothes 3000 2 876 24 809
... 19: Leather and Leather Products 623] 807 14 508
... 20: Wood and Wood Products 971 462 8772
... 21: Pulp, Paper and Paper Products 1127 1311 7 514
... 22: Publishing and Printing 4 450 3 759 7 222
... 23/24: Chemicals and Chemical Products; Coke and Petroleum 13 488 6 867 16 195
... 25: Rubber and Plastic Products 1712 2397 15 617,
... 26: Non-metallic Mineral Products 5573 4734 20 662
... 27: Basic Metals 3 186 1716 27781
... 28: Fabricated Metal Products 4928 5 045 24 927,
... 29: Machinery and Equipment N.E.C. 5872 5 553 40 370|
... 30-33: Electrical and Optical Equipment 8 239 12 826 55 972
... 34/35: Manufacture of Transport Equipment 6 910 15 379 30 007,
... 36/37: Manufacturing N.E.C.; Recycling 2 975 3 465 13 947
K Total 25 254] 29 296 59 788|
... 70: Real Estate 3674 2 226 7 004
295 623| 878
1782 3592 6 127|
7 395 5 546 9 842]
12 108| 17 309| 35 937,

2 Changes in the values of location quotients hawebaen that remarkable in Vienna region. More esall
branches of the economy, according to the NACEdigi division based on the employment data, kbptrt
positions. Real estate, ... (K) sector’'s brancheaimet their dominant positions and the sector hesadl
improved its position a little. Only LQ of Renti@l) and R&D (73) decreased, though Business &ietvi
slightly increased their LQ. When looking at theustry, only Publishing and printing (22) represenan
export base in the Vienna region. This cannot s aaout the Manufacturing of transport equipm&dtg5s).

® Some considerable changes have occurred in thetiteuof Bratislava region’s industry. Real estate(K)
sector’'s branches retained their dominant positiand some of them even changed their LQ values
considerably — with the increase in Renting (71) Bnservices (72) but decrease in R&D (73). Initidustry,
Manufacturing of transport equipment (34/35) almdsubled its LQ value from 1 to 1.8, so we can lgasi
identify the emergence of the automotive clustahis case.
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Source: Own calculations based on [11] [12]

Shift-share AnalysigRS) is an instrument for the evaluation of change the regional
employment and industrial structure during speqifeziod of time in respect to a national
average [8] [9] [13]. This method is widely used tbe identification of emerging and
existing clusters. Shift-share analysis can beesgad followingly:

Ae = g [(N*/N) — 1] + e [(Ni*/N;) — (N*/N)] + e [(e*/ei) — (Ni*/Ni)] ,
where

Ag — the change in the regional employment in inguistr

g — regional employment in industry i at the begngnof the period
e* — regional employment in industry i at the endiu# period

N* — total national employment at the end of theiquk

N — total national employment at the beginninghaf period

Following two tables show the results of the spshaét type shift-share analysis.

Employment Structure - Number of Employees (32 Bran  ches)
Shift-Share Analysis 1997-2004 (Austria and Vienna Region) 1997 2004 1997 2004

NACE Vienna Region Vienna Region Austria [ Austria PS [ m [ RS |
Total 1316 314 1318484 2968509 3078548 48801 14,888 61512
A/B Agriculture, Hunting, Forestry, Fishing 10639 11 474 26 191 26 601 182 -15| 669|
C Mining 4110 3610 14 455 13 023 -635 228 -92.
D Manufacturing 225 458 192 727, 609 596 585 119 -10 854 1801 -23 679
E Electricity, Gas and Water Supply 8172 8 079 31173 27 313 -1712 700
F Construction 114 202 94 034 266 519 235 524 -13 744] 463 -6 887
G Wholesale, Retail Trade, Repairs and Personal Goods 212 610] 209 526 485 456 498 633 5 843, 72, -8 855
H Hotels and Restaurants 52 215 56 164 142 768| 159 022 7 208, -1 263 -1 996
| Transport, Storage and Communication 106 253| 103 228| 222 852 214 352 -3 769 -284
J Financial Intermediation 54 208| 53 517, 109 626 109 883| 114 13| -818
K Real Estate, Renting and Business Activities 114 894 160 729 203 488 294 362 40 296 11 013 -5 474
L-Q Public Administration, Education, Health/Social Work, Other Service Activities 413 553 425 402 856 385 914 731 25 872 2 303] -16 326
NACE-2 Vienna Region Vienna Region Austria Austria PS M RS
Total 1316 314 1318484 2968509 3078548 29442 8175 24 51_34
D Total 225 458 192 727, 609 596 585 119 -10 854 1801 -23 679
... Technologies 83 841 70 933 199 244] 205 282 2 678 -137| -15 448|
15/16: Food Products, Beverages and Tobacco 31676 27 340 79 500 74 145 -2 374 241 -2 203
... 17: Textiles and Textile Products 6119 4441 20 756 15 407, -2 372 795 -101
... 18: Clothes 6 905 4110 16 830 9 638 -3 189 238
... 19: Leather and Leather Products 1558 1613 7 944 5 562 -1 056 589
... 20: Wood and Wood Products 14 153 11 994 36 736 34 128| -1157 152 -1 154
... 21: Pulp, Paper and Paper Products 5 221] 4 898 18 014 17 633, -169| 58| -213|
... 22: Publishing and Printing 15 743 12 897 29 660 25 567 -1 815 -358| -674
... 23/24: Chemicals and Chemical Products; Coke and Petroleum 14 995 14 002, 32889 33419 235 7 -1 235
... 25: Rubber and Plastic Products 11 567| 11 015 23 815 25 174 603 57, -1213
... 26: Non-metallic Mineral Products 9 398 7 846 30 187| 27 955 -990 295 -857
2 s 6 148 6 117| 28 309 33 321 2222 -1 134 -1119
2 Vetal Products 24 047, 22 469 70 793 72 421 722 -169 -2 131
2, nd Equipment N.E.C. 21 397, 20 198] 63 008 66 200 1415 -331] -2 283
and Optical Equipment 36 899 25 916 68 589 61 433 -3 173 -677 -7 133
34/35: Manufacture of Transport Equipment 10 549 10 817, 34 756 44 230 4201 -1 325 -2 608}
... 36/37: Manufacturing N.E.C.; Recycling 9 083 7 054 47 809 38 886 -3957 2261 -334]
K Total 114 894 160 729 203 488 294 362 40 296 11 014 -5 474
70: Real Estate 31212 26 264 44 137 40 046 -1 814 -1079 -2 055
... 71: Renting 1990 2159 3 854 4 720 384 63 -278|
... 72:IT Services 9 086 18 161 13 610 28 932 6 794 3435 -1 154
... 73: Research and Development 5 194 6 553 6 986 9 536 1131 766 -538
... 74: Business Activities 67 412 107 592 134 901 211 128] 33 801 4291
Table 4'

Source: Own calculations based on [11] [12]

“ Closer observation of the data for Manufacturiby felps us to draw following statements. Therelbeen an
intensive process of restructuring in the Vienrgiae during the years 1997 and 2004. Almost alhbhes of
the manufacturing were affected more negatively ttaAustrian level. Around 23,000 jobs would h#veen
generated, if there was the same growth pattethdrrelevant branches of the Vienna region as istrau
These theoretical decreases in the employment i@ided among these branches: Electrical and optical
equipment (30 — 33) with more than 7,000 jobs; Ealbed metal products (28) with more than 2,10Gsjob
Machinery and equipment N.E.C. (29) with almosDB,bs; Food products, beverages and tobacco (B —
with little more than 2,200 jobs; Manufacture ddrtsport equipment (34 — 35) with more than 2,6Q3;jo
Basic metals (27) with more than 1,000 jobs; etolyQwo manufacturing branches were able to gererat
somewhat more jobs, than there would have beenrgiedk if these industries grew at the average risunst
growth rate. These branches are: Clothes (18) aathkr ... (19). The branches related to technolagies
general had a negative RS balance of 15,448 jabsedarding to the automotive sector, no clustecmgd be
observed during this period. Moreover, automothaustry seemed to diminish in its employment size.
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Table 5

Employment Structure - Number of Employees (32 Branches)

Shift-Share Analysis 1997-2004 (Slovakia and Bratislava Region) 1997 2004 1997 2004
NACE | Bratislava Region _|Bratislava Region Slovakia lovakia PS [ 1
Total 359 971 344181 1447278 1224357 -55 446
24 7@ 13 091 135 388| 59 362 -18 909
3 144 1701 21 486 9 449 -2 994
79 653 78 936 435 646 361 323] -18 486
12 508, 11 404 45 316 41 876 -856
22 051 12 698 80 508 44 773 -8 888|
21197 28 972 72 876 85 466 3131
4090 4 289 11 649 11 324 -81
35172 31 447 126 233| 102 784 -5 832
15078, 18 198| 32 849 31 906 -235
25 254 29 296 59 176 59 788 152
L-O Public Administration, Education, Health/Social Work, Other Service Activities 117 066/ 114 149 426 151 416 306| -2 449|
NACE-2 Bratislava Region | Bratislava Region Slovakia |Slovakia PS |
Total 359 971 344181 1447278 1224357 -18 334]
D Total 79 653 78 936 435 646 361 323] -18 486
... Technologies
... 15/16: Food Products, Beverages and Tobacco 13 923 9 801] 50 219 37 808 -3 087
... 17: Textiles and Textile Products 2676 1938 20 818] 15 212 -1 394
... 18: Clothes 3 000 2 876 28 636 24 809 -952|
... 19: Leather and Leather Products 623 807 18 066 14 508| -885
... 20: Wood and Wood Products 971 462 13 679 8772 -1 220
... 21: Pulp, Paper and Paper Products 1127 1311 13 363| 7 514 -1 455
... 22: Publishing and Printing 4 450 3 759 8 547| 7 222 -330
... 23/24: Chemicals and Chemical Products; Coke and Petroleum 13 488 6 867 32270 16 195 -3 998
... 25: Rubber and Plastic Products 1712 2397, 14 314 15 617| 324
... 26: Non-metallic Mineral Products 5573 4734 25 147| 20 662 -1116]
.. 27: Basic Metals 3186 1716 32 298] 27 781 -1123
... 28: Fabricated Metal Products 4928 5 045 25137 24 927 -52|
... 29: Machinery and Equipment N.E.C. 5872 5 553 70 809 40 370 -7 571
... 30-33: Electrical and Optical Equipment 8 239 12 826 38 541 55972 4 335
... 34/35: Manufacture of Transport Equipment 6910 15 379 27578 30 007| 604
... 36/37: Manufacturing N.E.C.; Recycling 2975 3 465 16 224 13 947| -566
K Total 25254 29 296 59 176 59 788 152
... 70: Real Estate 3674 2 226 12 755 7004 -1 430
... 71: Renting 295 623| 916 878| =9
1782 3592 4492 6 127| 407
7395 5546, 12 694 9842 -709)
12 108| 17 309 28 319 35 937] 1895|

Source: Own calculations based on [11] [12]

Following table summarizes employment data fottena-Bratislava region.

Table 6
Employment Structure - Number of Employees (32 Bran  ches)
% Change 1997-2004 (Bratislava-Vienna Region)
NACE BV Region '97 BV Region '04 Change in %
1676285 1659586
griculture, Hunting, Forestry, Fishing 35 397, 25 993
C Mining 7 254 5478
D Manufacturing 305111 273725
E Electricity, Gas and Water Supply 20 680 19 987
F Construction 136 253 107 110
G Wholesale, Retail Trade, Repairs and Personal Goods 233 807 236 070
H Hotels and Restaurants 56 305 60 552 7,54%
| Transport, Storage and Communication 141 425 134 657, -4,79%
J Financial Intermediation 69 286 71 044 2,54%
140 148 186 427[0 R
L-Q* Public Administration, Education, Health/Social Work, Other Service Activities 530 619 538 549 1,49%
NACE-2 BV Region '97 BV Region '04
Total 1676 285 1 659 586 -1,00%
D Total 305 111 273 725 -10,29%)
.. Technologies
... 15/16: Food Products, Beverages and Tobacco 45 599 38 006 -16,65%
... 17: Textiles and Textile Products 8795 6 757_
... 18: Clothes 9905 7519
... 19: Leather and Leather Products 2181 2 486 13,96%
... 20: Wood and Wood Products 15124 12 347 -18,36%
... 21: Pulp, Paper and Paper Products 6348 6 245 -1,62%
... 22: Publishing and Printing 20193 16 476 -18,41%
... 23/24: Chemicals and Chemical Products; Coke and Petroleum 28 483] 22 119
... 25: Rubber and Plastic Products 13 279 13 568 2,17%
... 26: Non-metallic Mineral Products 14 971 12 481 -16,63%
... 27: Basic Metals 9334 7970 -14,61%
... 28: Fabricated Metal Products 28 975 27 434 -5,32%
... 29: Machinery and Equipment N.E.C. 27 269, 25828 -5,28%
... 30-33: Electrical and Optical Equipment 45 138 37 186, -17,62%
... 34/35: Manufacture of Transport Equipment 17 459 54,12%
... 36/37: Manufacturing N.E.C.; Recycling 12 058
K Total 140 148| 33,02%
... 70: Real Estate 34 886
... 71: Renting 2285 3,90%
10 868, 94,01%
12589
79 520 54,08%

* Only A - O (NACE) data for the Slovak side available

Source: Own calculations based on [11] [12]

® We can clearly identify an emerging automotivestén from the table (RS = +7,860 in RS column iw ro
34/35 Manufacture of transport equipment). Thery oaolv 29 — Machinery and Equipment N.E.C. has shown
higher than +2,000 RS value. It is interestingt tham previous LQ analysis we could not deducthstesults.
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2.3 Mapping the automotive cluster in Vienna-Bratitava region with diamond model
Automotive cluster in the Vienna-Bratislava reglwas not been mapped or even initiated yet,
when not taking into consideration partial effastsboth national sides. Austria has far richer
experience in identifying, initiating and suppogimdustrial clusters than Slovakia. Styria
automotive cluster is mentioned as a best pragtimme scientific articles [14] [15]. Even
when Austria has comparably lower production ofielels as Slovakia, its direct in indirect
employment in automotive sector is far higher. 092, Slovakia should produce something
between 870,000 to 1,020,000 cars a year. In Augta annual car production is 250,000. On
the other hand, 175,000 people are directly anolaatly employed in automotive industry in
Austria. In Slovakia it is now almost three timesd, while rough estimations predict for the
future an increase of total automotive employmenttas 85,000 or even 100,000 workers
[16]. This high employment intensity in case of Kigsis possibly an outcome of higher
density of SMEs in automotive sector. Moreover,v8lda has developed mainly the OEM
based production. Regarding the automotive indisstoynover, this has been almost € 20
billion in Austria and around € 3,5 billion in Slakia in year 2001.

Further analysis of the cluster uses the Portadmdnd model, which is a well established
and preferred instrument to map, describe a mamalyestrial clusters. While using its basic
elements, we can easily describe the weaknessestrangjths of a cluster, what is the actual
intent of this research. Next four sub-chaptergesgnt the diamond with its internal and
external interlinkages.

2.3.1 Factor conditions

The Vienna-Bratislava region is situated in theecqrart of CENTROPE and Central
European Region. This favorable location and clomenection to other states with higher
share of automotive industry, namely Czech Republimgary and Poland, is on of the basic
advantageous factor conditions. Regarding the gsihtthe infrastructure, Slovakia plans
further improvements in its highway system, thoupk train network is relatively well
developed. Austria’'s transport infrastructure ddesmed further improvements at the
moment, however, better connection between ViendaBaatislava remains to be of concern.
FDI inflow into Slovakia’s automotive sector hashemostly influenced by the availability
of skilled workers demanding lower wages. Hourlyg&an Slovakia in 2005 was about ten
times lower than in Germany ($ 3.4 vs. $ 33.9) bRnmatic is now the availability of skilled
workers. This on one hand pushes the wages umrbtite other hand it is an incentive for a
migration of workers from neighboring states asdilk@ and Romania.

There are also considerable differences in botltspair the region as far as research &
development and communication infrastructure isarggd. There has been continuous
decrease in relative R&D expenditures and in thentof researchers in Slovakia during the
last decade. Only city of Bratislava has relativieigher R&D intensity due to centralization
of tertiary education and research networks oitutss. The same is a rule in case of Austria
and Vienna. But when we compare Austria and Slajakie mentioned differences become
more noticeable. Slovakia shows one of the lowedbpmances of R&D expenditure in total
(GERD) in Central Europe [17]. With regard to autdive sector, due to its importance the
situation can be somewhat more positive. New sei@enters are supposed to be established
at four Slovak universities in Bratislava, Koigeensin and Zilina in the near future.

2.3.2 Demand conditions

According to the view of Michael E. Porter (1998@phisticated local demand contributes
significantly to the innovation ability of local udter-based companies. Specific needs of
consumers are reflected in the innovation proceagisinwregion or cluster. Vienna city has
one of the highest per capita incomes in the EUBnatislava city has the second highest per
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capita income from all new member states. Therefoigher purchasing power within the
VBR could positively influence the innovation preseof the automotive cluster too. This
might be an important factor in introduction of awative concepts, for instance in promotion
of environmentally friendlier cars — as hybrid deatric vehicles. The dynamism of the
income growth in Slovak part of the region is ratpesitive, although the convergence of
Trnava county’s income level to regional averagi lags behind. Lastly, it is important to

point at the tradition of the automotive industmthe region, which is one of the oldest in the
world.

2.3.3 Related and supporting industries

In Austria, the automotive supplier network is tiealy dense, if compared to Slovakia. In
Slovakia, there are about 100 suppliers withinathmotive industry. In Austria this number
is seven times higher. Nevertheless, seven frommiest important automotive suppliers are
present in Slovakia. These are mostly first tiggpdiers that closely cooperate with OEMs.
For instance, with KIA’s, a Korean car manufactisesettlement in northwestern part of
Slovakia, twelve suppliers from Korea also startgerating their business in this region.
Slovak owned suppliers have not developed straggttt OEMs so far. This will be probably
a longer process demanding more effort and inneaaéiss from Slovak enterprises.

Austrian automotive SMEs are forming networks, damating their activities and
intensifying research and development or innovawgs. Such a favorable environment is
also created due to financial and institutionalpgrpthat is available to these companies.

2.3.4 Firm strategy, structure and rivalry

Transparent and effective business environmentribomm¢s to the regional development.
When we take into consideration the presence ofSflogak car manufacturers in system
supplies to OEMs, which is actually low, we can dade that the effort of the Slovak
government has mostly focused on attracting forbigged supplier companies. This strategy
doesn’t have to be necessarily a wrong one, butni@ns to achieve it could have had rather
distortional effects on the sector's economy, beeathey were using the practices of
subsidization and probably bribery too. The knowkedpillovers from the car production
represent positive externalities for locally sirchtompanies, no matter if they are of foreign
or national origin. This is a benefit in fact. Butell-balanced clusters involve the
participation of both groups on equal basis. Theeefmore effort has to be given to the
creation of a favorable business environment, witcbld then enable an involvement of
Slovak players in the whole value-chain. Furthemnaompetition as well as cooperation
between Austrian and Slovak firms could enhancectbrapetitiveness of the automotive
cluster on global markets.
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3 Conclusions

The purpose of the article was to present the reBed the changes in the industry structure
that occurred in the Vienna-Bratislava region. $gefocus was given to the automotive
sector, where we tried to identify the emergencamfautomotive cluster with the use of
proper empirical instruments. In fact, there isogifive evidence for the establishment of the
automotive cluster in Slovak part of the regionwdwger, the analysis used did not indicate
growth patterns in the automotive sector in Austmart of the region. But based on the
diamond model (Porter 1998) we could compare thenaotive cluster of both national parts
and form a basis for the regional cross-borderraative cluster. Slovakia and Austria do
exhibit different state of the cluster developmand also different experience with cluster-
based policies, where the latter has a more desdlatuster framework than the former.
Connection of the both national parts into one s#osrder cluster could generate synergies
and enhance the competitiveness of the whole closteglobal markets. However, what is
further recommended is to study the emergence ofalsand cultural networks through
utilization of social and cultural capital. Also i recommended, that institutions for
collaboration and the scope of their activitieshivitthe regional automotive sector needs to
be researched to a greater extent.
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