rakow, Poland’s former capital, is a beau-

tiful and historic city regarded by low cost

airlines as the next Prague. Whilst the
number of tourists flying to the city’s airport has
nearly doubled in a year, an increasing number of
business travellers are also heading to Krakow. Set
in the largely rural south of the country, the city
is the centre of a fast emerging high tech cluster
that has the potential to match Cambridge, Scot-
land, Sophia Antipolis, Leuven or Grenoble.

The city, its outlying Technology Park and the
surrounding towns — stretching to Gliwice to the
north east and Bielsko-Biala to the south — are
home to dozens of high tech companies, com-
prising a mix of inward investors and innovative,
indigenous firms.

Housed in large purpose built facilities, mod-
ern industrial units, converted warehouses and
former city administration buildings, these firms’
technologies range from IP and chip design,
through pcb design and assembly, to system
building and software engineering. Industries
served cover consumer, telecoms, IT, industrial
and automotive. Most have an international out-
look — either as inward investors or as partners or
suppliers to multinationals — and are net
exporters.

The infrastructure of Krakow and its sur-
roundings is undergoing rapid redevelopment,
with major expansion at the airport and motor-
ways under construction or upgraded in practi-
cally every direction. But there is more to do, local
business leaders admit.

Southern Poland is, potentially, in an ideal
central location, providing a logistical hub
between ‘old’ Europe, fast developing eastern
European countries, Russia and emerging former
soviet states.

Political and market reforms have brought
economic growth and stability. Poland, along
with its central European neighbours, Hungary
and the Czech Republic, have for some years now,
been regarded as a prime target by western Euro-
pean and US companies wanting not only low
cost manufacturing, but also a central European

location. In the early 1990s, the Polish govern-
ment’s mass privatisation programme attracted a
huge number of inward investors and the local
view is that there were many bargains to be had.

Some of the most notable acquisitions of state
run enterprises were made by ABB, in turbine
and power generation engineering; Fiat, in the
automotive sector; and France Telecom, which
acquired the Polish PTT. In the high tech sector,
LG Philips recently announced a €429million
investment in an lcd module production
plant in Wroclaw. Motorola and IBM
are major employers in southern
Poland, along with Delphi
in the automotive com-
ponents market.

Initially, the major
inward investors
brought with them (or
attracted) key existing
suppliers. Local compa-
nies have also been trained
and encouraged to meet west-
ern quality standards. Today,
however, there is a view that manu-
facturing growth from inward investment
in Poland has reached a plateau. Labour costs are
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lower further east — in Bulgaria, Romania and
beyond — and legislation and regulation are less
stringent. Meanwhile, there is strong evidence
that Poland is expanding rapidly into value added
activities and, especially, into design and r&d.

The country has long had a strong reputation
for its engineering skills, backed by a strong edu-
cation infrastructure and, in recent years, these
have come to the fore.

There has been a major emphasis on improv-
ing education standards, building on a rich
heritage of learning stretching back to
the 14th Century, Krakow is
"5 home to four technical univer-
2 sities, specialising in science
/ and technology, computing
and engineering. Another
¥ five specialist academies and
institutes focus on chemistry,
% metallurgy, materials science,

mechanics and even hybrids and
resistors. Engineering and high tech
teaching and research staff number
more than 10,000 and tens of thou-
sands of engineering students graduate
each year, providing a well educated workforce.

The Krakow region boasts expertise right
across the electronics supply chain. The quality of
its high tech engineering skills continues to
attract inward investment, increasingly for design
and r&ad centres. But the indigenous base is grow-
ing fast too, not simply to serve the inward
investors. Many are intent on making a name for
themselves, building an international reputation
for Poland’s high tech industry.

Management styles are varied, yet most appear
to be outward looking, open to ideas from inter-
national customers and suppliers and, above all,
flexible and responsive. They value their engi-
neers highly and recognise that competition
for their skills is increasing, both internally
and externally. They enjoy already the bene-
fits of a cluster — but are aware that the more
successful they are, the more competition
they will attract. However, it seems partner-
ships with Polish high tech companies are
now more often on an equal footing, with
the emphasis on engineering skills, rather
than low cost.

Tech transfer reverses direction

Fideltronik, for example, started out 15 years
ago as a tWo man company in a garage assem-
bling specialist inductance components and
uninterruptible power supplies for the Polish
market. Today, the group of companies employs
800 people across three sites, with manufactur-

ing in Sucha Beskidzka, south of Krakow, a
rapidly expanding r&d centre in Krakow, and a
sales and marketing office in Warsaw. Turnover
for 2005 is expected to reach €60m and it num-
bers GE, Eltek, Philips Lighting and Thomson
amongst its customers.

While comparatively low labour costs make
Fideltronik particularly competitive for manual
assembly intensive boards, most of its business is
in automated smd assembly — its lead free pcb
assembly line is already operational.

It has just installed, with the benefit of EU
development funds, a new smd line, claimed to be
the fastest in Europe, and the latest optical inspec-
tion equipment. Fideltronik has embraced west-
ern standards for quality and management systems
and, with the support and encouragement of its
major customers, installed a Six Sigma quality pro-
gramme, a lean manufacturing methodology,
ISO9000 and TS16949 certification and an Ora-
cle system for ‘e business’.

Redesign is a growing activity — particularly
for manufacture and design for test — converting
to lead free designs and for cost reduction. It
works in partnership with major customers and
has recently expanded its design team from 15
to 36, with plans to reach 50 by the end of this
year. The new r&d centre is located in Krakow,
to take advantage of its links with the local uni-
versities. Software design is a particular strength,
both at Fideltronik and within Krakow’s
academic circle.

An interesting new r&d contract is with US
company Woodward, specialising in industrial
controllers and control systems for telecoms
and military applications. It has contracted
Fideltronik to set up an r&d centre in Krakow,
staffed with engineers selected and trained by
Fideltronik. The focus is on knowledge transfer
of Fideltronik’s pcb manufacturing, assembly
and test skills and cooperation on new product
r&d. Technology and skills transfer has reversed
direction!

Aggressive targets, innovative
management

Whilst Fideltronik has developed steadily and
successfully as a family run business with a flat
management structure, recent start up Ente is
taking a more aggressive, US style approach.
Established in 2000, designing and developing
Linux based solutions for industrial, IT, telecoms
and process control sectors, the company is based
in a purpose built unit in a Special Economic
Zone in Katowice, near Gliwice. CEO Damian
Pustelnik, an engineering graduate of Silesian
University of Technology, but with experience of
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Above: Wojciech Sakowski is
co founder of Evatronix, a
University spin out that now
employs 45 engineers and
regularly taps into the Silesian
University of Technology's pool
of engineering talent. “Quality
and efficiency are strategic,”

he believes.

Left: Business dynamo Damian
Pustelnik has founded 56 strong
ENTE, which designs and
develops Linux based solutions
for industrial, IT, telecoms and
process control sectors.
Below: ENTE is not trying to
compete with manufacturing in
Asia - software development is
its main differentiator.
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western style management, is very much a busi-
ness dynamo, taking advantage of a range of
regional and government programmes and incen-
tives available to Polish SMEs, including a ‘tax
vacation’ until 2012 and low cost loans.

Ente already employs 56 people, mostly in
r&d, but with a small product assembly team.
Turnover in 2005 was estimated at $10m. “We
employ highly skilled, university educated pro-
fessionals,” Pustelnik explained. Graduates are
recruited from local universities and trained in
house, specialising in analogue and digital
design, particularly for control and monitoring
and for wireless devices. Pustelnik has set ambi-
tious growth targets and has a novel approach to
managing growth. “I want to lead the company,

Above: Low labour costs
make Fideltronik’s manually
assembled boards competitive.

Below: Fideltronik’ ceo
Zbigniew Fidelus is focusing
on building long term
relationships with customers
and suppliers.

not necessarily manage every aspect of it. Others
will come in to manage,” he said.

Ente is finalising plans for building and kitting
a 1000m?2 production facility on an adjoining
greenfield site. “We are not trying to compete
with manufacturing in Asia. We are looking to
develop and produce value added, differentiated
products,” he said.
Under Pustelnik’s direction, the company has
a niche, but international, focus.
“Designing the right hardware is
important, but software development
is the differentiator,” he emphasised.
The company is involved with major
standards organisations and in

international partnership programmes with
Microsoft, IBM and National Instruments. It
offers contract design and development services
and has a strong focus on software development.

Ente works closely with university depart-
ments, regularly taking on students working on
final year projects, while key staff give lectures to
help build awareness of the skills required in
industry.

Like Fideltronik, Ente’s ability to recruit and
train highly skilled engineers has gained it a con-
tract with a Paris based company to recruit and
run a dedicated software development team.
Meanwhile, it continues to hire four or five engi-
neers a month to fuel its own growth.

Focus on value added and quality
By contrast, Evatronix is a typical university spin
off, established in 1991 to develop and market
virtual components. Headquartered in Gliwice
in an ancient Gothic style administration build-
ing, Evatronix employs 45 full time engineers
and has easy access to the engineering talent pool
graduating from the nearby Silesian University of
Technology.

Founders Wojciech Sakowski and Wlodz-
imierz Wrona both graduated and gained PhDs
from there and continue to teach hdl based digi-
tal design, creating a virtuous circle so that new
graduates are equipped with the more practical
elements required for digital design in industry.

The company takes on a dozen final year and
post graduate students each year, providing work
experience and sponsorship for final year projects.

The company has opened an electronic design
department in Bielsko-Biala, employing 10 engi-
neers involved in designing test benches, verifica-
tion models and fpga based evaluation boards for
the IP cores, which also serve as development sup-
port tools for customers.

The company has grown slowly, but steadily,
building on EU projects such as Tempus/Phare,
links with other universities, Europractice and
reselling cad/eda tools. Evatronix has developed
a surprisingly lucrative niche in the IP market,
supplying IP cores for legacy processors such as
the Z80 and 8051. New versions with a config-
urable peripheral set are in the pipeline. The
portfolio also includes cores for usb and
Firewire as well as Ethernet macs. “Quality and
efficiency are strategic for us,” Sakowski
explained.

Coincidentally following Ente’s approach,
Evatronix is about to remodel its operations,
focusing more on value added, differentiated
products. And its target will be IP subsystems for
multimedia and wireless applications. &
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