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Preface

The processes of globalization are now undoubtedly a key determinant of
economic entities actions. Through innovative technology and freedom of ex-
changes we have to deal with plenty of current information, increasing speed
of events, the need to assimilate other patterns of behavior and growing im-
portance and strength of various types of relationships with the international
environment. On the other hand, the decision making is increasingly affected
by the results of the activities of people, businesses and institutions functioning
somewhere nearby. Therefore globalization — is a multidimensional phenom-
enon, taking place in both the economic and social sphere — which make that
organizations should include in their activities varied procedures by which they
will shape their competitiveness.

The complex nature of globalization was reflected in the studies that were
included in another booklet in the series “Entrepreneurship and Manage-
ment’. Among the 11 articles there are in fact those that directly describe the
external conditions for actions of economic entities in the processes of glo-
balization (support local entrepreneurship, financial markets, corporate social
responsibility, aspects of information), as well as those, that allow to familiar-
ize oneself with the methods which affect the increase of the organizations
competitiveness in these processes (marketing and logistics management, strat-
egy development and knowledge management scenarios, jobcoaching, quality
management). Accordingly, the whole elaboration was divided into two parts,
that reflect the range of the discussed problems.
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In the first part, entitled “The environment as a determinant of the orga-
nizations functioning”, there are six studies. In the first of these, entitled , The
Need to Support Regional Entrepreneurship. The Evidence from Poland’s
Eastern Border Regions and the Region of L6dz”, Malgorzata Jabloriska
made a detailed analysis of the factors, that were treated as determinants of
selected regions attractiveness for the development of enterprises, and thus the
development of regional entrepreneurship. An attempt was made to character-
ize these regions in terms of attractiveness and power of attracting develop-
ment factors, mainly due to the fact that in each of these regions entrepreneurs
meet the specific micro- and macroeconomic determinants.

The next two articles were devoted to financial issues associated with the
operation of business entities. In the elaboration of Pawel Trippner, entitled
,Assessment of Financial Investors’ Assets Level and Importance on Fi-
nancial Market in Poland”, the author estimated the potential of the major
collective investors in the financial market. Financial market, from the point
of view of the organization, plays an important role of a power source in devel-
opment / investment processes, because it is the place where the cash needs
of those who have the cash at the moment and those who currently lack and
need it meet. Therefore, it is important that the economic condition of col-
lective investors was adequate to the expectations of both, managers and em-
ployees. The analysis of four groups of collective investors on financial market
in Poland: Banks, Insurance companies, Investment funds and Open Pension
Funds, led to the conclusion that their importance on a financial market and
especially on the capital market in Poland is still rising, although undoubtedly,
the year 2014 will bring changes on financial intermediaries” market situation.
The reasons are: changes in law of social security system, improving conditions
of polish economy, households and enterprises. The importance of open pen-
sion funds will not be any longer so significant. The more important role on
the market should play banks and investment funds, especially those with high
— risk investment portfolios, such as a private equity funds.

The article of Mirostaw Wypych, entitled ,Foreign Capital in Poland
during Recession” describes the role of the foreign capital in the functioning
of the polish economy, which certainly is important for its development. The
study attempts to analyze changes in the level and structure of a foreign capi-
tal in Poland in the years 2008-2013 that is during the period of economic
downturn following the global financial crisis. This analysis shows that during
the recession caused by the global financial crisis, Poland has been perceived as
a country attractive to foreign investors. During the crisis, financial stability of
the country, in which parent companies have their seats, is more important for
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foreign investors than financial security of the host country. This finds its con-
firmation in an intensification of transactions of the so-called special purpose
vehicles, upward trend in the level of dividends and interest paid to foreign
investors and downward trend in the level of profit reinvestment.

Continuation of studies related to the assessment of the international mar-
ket’s impact for the functioning of the organization, and especially for the de-
velopment of corporate social responsibility, we find in the article of Krystyna
Kietlifiska, entitled , The Forms of Social Engagement of Polish Firms”. The
research carried out in 2012 shows that the main implementers of CSR are
large firms with foreign capital. They know the idea of CSR from the experi-
ence of Western firms. The main objective is the image and to build better
relations with their environment. On this background the article shows the
ranking of companies participating in “Leader of Philanthropy” competition.
The contacted research proves that the social engagement of polish firms is at
the early stage of development. The number of firms increase, but there are
mainly large companies. The main reason that the small business share in so-
cial engagement results from the limited amount of financial resources at their
disposal.

An important element in a market economy for the functioning of the
economic entities is information. It is one of the main factors affecting their
competitiveness. In the work, entitled ,Informative Aspects of Innova-
tion Implementation within Organisations”, Joanna Kijewska and Witold
Nowak indicate the importance of information in the implementation of in-
novation in organizations. In conditions of the dynamic development of the
scientific and technological knowledge, the question is no longer if there is
a need to imply innovation but how to do it efficiently. Within the process
of innovation implementation, the organisation’s management selects the ap-
propriate ideas, makes the decision and takes the action to implement a new
or a significantly improved solution. In this paper, the factors interrelated with
the process of innovation implementation were analysed. The information as-
serts itself as a significant factor which influences the process. The neoinstitu-
tional view on the information in organisations was a starting point for analy-
sis. A conceptual framework of the information attributes, which influence the
quality of the implementation of an innovation, was proposed. The applied
research method is the secondary data analysis, which was based on the theo-
retical literature, as well as the empirical research results.

However, in a last article in this part, entitled “A Comparative Study of
Attitudes Towards Entrepreneurship between Polish and British Students”
were shown the international aspects of entrepreneurship, which are becom-
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ing an increasingly important field of research. Authors of the study, Michat
Chmielecki and Robert Seliga draw attention to the fact that in stimulating
entrepreneurship, it is important to note the difference in terms of attitudes
towards entrepreneurship, due to the cultural diversity between countries.
They stressed therefore worrying problem of lack of research, including com-
parative studies, especially outside the US. Conclusions from the study should
be of great importance both for policy makers and educators. Article identifies
areas for diversification of entrepreneurial attitudes of students from Poland
and the UK.

In the second part, entitled “Methodological aspects of the organizations’
management”, there are five articles, in which the area of interest of the au-
thors was their studies in terms of the possibility of applying new method-
ological solutions to management. The introduction to this section is the elab-
oration of Lukasz Sutkowski, that have a theoretical character, which the title
is: ,Management — from Epistemology by Methodology to Social Practice
of Academia. Cognitive Challenges in Management Science 2”. The paper
depicts the connections between cognitive problems (from the epistemologi-
cal point of view), management methodology and social practice. Manage-
ment sciences are parts of historical discourse and because of that epistemo-
logical and methodological levels have an impact on social practice. The main
concern of this paper is the role of the management scientist, consultant and
teacher. The analysis suggests that academic teacher and researcher are social
roles with a character that can be called universal. Practitioner is associated
rather with pragmatic aspect of management science. Practitioners are often
regarded as managers, but their roles in the organisation might as well be non-
managerial. The roles are very often combine with each other, what means
that, there is a necessity of intervention and dialogue between academic and
managerial world.

In the next elaboration, ,Marketing and Logistics Management as an
Innovative Direction of Management in the SME Sector” Danuta Jancze-
wska points to the necessity of the interdisciplinary approach to management
processes. Interdisciplinary perception of phenomena and processes in the
company contributes to the growth of knowledge about the processes in the
company and allows a broader look at the changes in the environment. The
foundation of the activity of SMEs sector businesses is a much lower level of
material resources than it is in large enterprises, thus building the intangible
resources by improving logistics and marketing skills often means investing
in enhancing the competitiveness of SME companies. Identification of areas
and possibilities to benefit from the implementation of marketing and logistics
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management as an innovation in the management of the SME company re-
quires broad knowledge and collection of data about the possible use of inno-
vation in the enterprise. Innovation strategy formulation — is associated with
the logistics of supply and distribution, by gathering information about the
environment, activities of competitive businesses. It becomes necessary to raise
the level of education of modern managers through participation in training
and postgraduate studies both in the field of logistics and marketing.

The need for the other approach for processes of managing in organizations
was also reflected in the article of Remigiusz Tunowski, entitled “Intelligence
Business in Organization. Benefits, Risks and Developments”. According
to the Author, due to growing needs of the organization in the scope analysis,
interpretation and the data processing, introducing systems Intelligence Busi-
ness class (BI) is essential. They should become an inherent element of run-
ning a business in the 21* century, constituting the support and influencing
for streamlining the decision making, what in the end should contribute to the
efficient rise of the organization. However — what was underlined in delibera-
tions — alone implementation of the BI system doesn’t constitute the guarantee
of these effects. It must correlate with decisions streamlining the functioning
of the organization, mainly through the possibility of creating the intelligent
organization, based on the knowledge and trainee on one’s mistakes. There-
fore the purpose of the study was to identify the benefit and threats of the BI
implementation in organization and discussing directions of the development
of systems of the Intelligence Business class, based on the review of current
achievements of the learning. In consequence of deliberations conducted they
were filing for drawing the complete model of the maturity up, but first of all
taking soft elements into account in it — apart from the infrastructure and the
applied technology — what would allow the transparent appointing directions
of the BI systems development.

The next study (by Halina Sobocka-Szczapa, entitled ,Jobcoaching —
a Method of Age Management in an Organisation”) deal with the issues
associated with the methodology of the personnel management. Population
aging phenomenon, which takes place globally, forces organisations to change
their approach to human resource management. An interest in humanistic ap-
proach to management issues, including human resource management, that
has been recently popular among HR experts, became the starting point for
the analysis presented in this paper. It seems that jobcoaching is closely con-
nected with this notion, which is aimed at understanding and improving a lot
for the person in the world of organisation, especially when people have the
possibility to be active on the labour market for a longer time. Similarly, as
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in case of the basic assumptions of the humanistic approach to management,
jobcoaching puts to the fore the need to understand the personal experience
of the members of the organisation. The use of age management by organisa-
tions, as a way to maintain older workers labour market participation, entails
a clear advantages. However, age management should not be considered as an
approach directed solely to the older people, because such action would expose
managers to the allegation of discrimination other employees. It should be
rather understood as a policy of equal opportunities for all employees. Howev-
er, due to external factors, age management is usually seen in terms of the need
to encourage people from the upper bound of the working age population, as
well as post-working age population, to be economically active.

In the last elaboration, entitled “Kaizen as a Philosophy of Quality Man-
agement Improvement in a small Production Company”, Barbara Kamiriska
points out that nowadays quality is one of strategic concepts from the point
of view of companies, especially production-oriented ones. The lack of quality
often eliminates a product from the basket of further potential choices. That
means that quality is a prerequisite in the contemporary, highly competitive
and saturated market. In order to ensure quality, enterprises introduce various
concepts and methods to support quality management. They include, among
others, the kaizen philosophy, which allows to minimize unnecessary actions
(losses). It is especially recommended for small firms as an inexpensive meth-
od assuring high quality of products because they are constantly improved,
which, in turn, guarantees maintaining a high position among competitors.
This article aims to introduce the concept of kaizen by describing how it works
and considering whether it can be successful in Polish companies.

Studies included in the publication are characterized by high scientific and
cognitive values, that is evidenced by getting a positive publishing reviews. The
issues discussed in them, are extremely important for the functioning of the
organization. In particular, it is important to identify a variety of opportunities
to use past experiences, that can lead to an overwhelming improvement of the
companies’ effectiveness. In many cases, a combination of theoretical consider-
ations with empirical analyzes enabled a greater understanding of the presented
issues. Therefore, the presented articles may be an important complement to
the literature, primarily economic, but also social. They can also be used in the
teaching process.
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The purpose of this paper is to identify the factors which have the greatest impact
on the development of regional entrepreneurship in the border regions of Eastern
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Introduction

Entrepreneurial potential is regionally diversified. Regional entrepreneurship
in the aspect of peripheral regions, such as the border regions of Eastern Po-
land and the central region — £6dZ, is a subject of this paper (analysis for the
provinces of Lublin, Podlaskie, Subcarpathian, and £6dz). The previous analy-
ses indicate that in terms of entrepreneurial potential Polish eastern border
regions rank last. The regions are characterized by unfavourable conditions for
development of entrepreneurship, mainly due to poorly developed economic
base. National Regional Development Strategy include border areas, particu-
larly those that are located on the external borders of the EU, as the problem
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area, subject to strategic intervention in regional policy implemented by 2020.
The £6dz region is in opposition to the Polish eastern border regions and is
characterized by a higher growth potential. Conclusions drawn from the £6dz
region can serve as recommendations and allow the identification of differ-
ences in the determinants of regional entrepreneurship in the regions located
in the area the state border and those who are better placed.

The purpose of this paper is to identify the factors which have the greatest
impact on the development of regional entrepreneurship in the border regions
of Eastern Poland and in the £6dZ region. An attempt was made to character-
ize these regions in terms of attractiveness and power of attracting develop-
ment factors mainly due to the fact that in each of these regions entrepreneurs
meet the specific micro- and macro-economic determinants. Proper identifi-
cation of the determinants of entrepreneurship in the regions covered by the
analysis will make it possible to shape the policy to support the process of
regional entrepreneurship. Implementation of this objective, however, requires
first to develop a methodology for determining the level and dynamics of the
development of regional entrepreneurship.

Regional entrepreneurship

Entrepreneurship of the region is treated as a synonym of the sector of enter-
prises operating in the region. This is a narrow approach to regional entrepre-
neurship [Kola-Bezka 2013, p. 52]. The concept of regional (macroeconom-
ic) entrepreneurship is intrinsically related to the development of the region,
which is accomplished by the establishment of new enterprises, their gradual
development, creation of new resources, markets, technologies, products, and
services, processes and transactions leading to the increase of their value [Lich-
nia 2011, p. 11]. The literature also suggests that regional entrepreneurship
can be defined as the activities of the entities operating in the local area, which
lead to the establishment of new enterprises in the area, resulting in economic
development, thereby increasing the standard of living of its inhabitants and
such activities of local authorities and business environment which stimulate
the establishment of new enterprises and the development of technical and
social infrastructure [Saar 2011, p. 12].

In broad terms, the regional entrepreneurship refers to the activities of the
public and social sector [Kola-Bezka 2013, p. 35].

Enterprises classified as SMEs are the causative entities for regional entre-
preneurship. Micro-, small- and medium-sized enterprises represent the over-
whelming majority of enterprises operating in Poland (in the EU, 99.8% of
all enterprises are SMEs). In the light of the Central Statistical Office (CSO)
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data, SMEs operating in Poland generate nearly three-quarters of Polish GDP
and every second zloty (47.3%) in the structure of the share of GDP. In 2011,
all enterprises invested 161.24 billion zlotys. The SMEs’ investments amount-
ed to 80.8 billion zlotys, or 50.1% of total investments. Micro-enterprises
invested 17.5% (28.3 billion zlotys), small-enterprises 11.6% (18.8 billion
zlotys). Investments of small- and medium-enterprises accounted for 21.0%
(33.8 billion zlotys) [Raport.Polskie MSP na drodze ku nowoczesnosci, Lewia-
tan 2013]. The level of entrepreneurship in Poland is relatively high. Accord-
ing to the data presented by the Polish Agency for Enterprise Development
(PARP), the rate of entrepreneurship, defined as the share of adults who have
set up their own business or take steps to this end, is for Poland 25%, while
the EU average is 23%. In addition, the Polish economy ranks sixth in the
EU in terms of the number of enterprises. According to Eurostat data, there
are 1.52 million enterprises in Poland and their number is gradually growing.
In the past ten years, the number of new companies exceeded the number of
those liquidated. In the year 2012 the number of newly registered enterpris-
es amounted to approx. 518 thousand, an increase of almost 27% compared
with the previous year. In turn, the number of liquidated companies in this
year was about a quarter smaller than in 2011 and amounted to 311 thousand.
In comparison with the EU average the SME sector in Poland is increasingly
dominated by micro-enterprises and the share of small firms is about half that
of the EU. The share of micro-enterprises in the total number of companies
in Poland is 95.9% (in the EU — 92.5%). The share of small firms in the SME
population in Poland (3.1%) is about half the size of the EU average (6.2%),
while the share of medium-sized enterprises is close to the EU average (0.9% —
Poland, 1.0% — EU). majority, i.c., 92.1% of all entrepreneurs in SME sector
are natural persons conducting business. Legal persons and entities without
legal personality represent 7.9% of small- and medium-sized enterprises. The
Polish SMEs operate primarily in services and trade [Raport o stanie sektora
matych i §rednich przedsi¢biorstw w Polsce w latach 2011-2012, 2013, p. 42].

Each region has developed entrepreneurship in a different way. This is
mainly due to the fact that there are no two regions, which would be charac-
terized by the same set of factors determining the establishment of enterprises
on its territory. The differences stem both from internal (endogenous) and ex-
ternal (exogenous) factors.
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Figure 1. Exogenous and endogenous factors determining regional entre-
preneurship

Exogenous factors

External
Globalization of economy Competition Foreign investments
The country’s economic ties Restructuring of the
economy
Systemic solutions Legal regulations Socio-cultural factors
Intemal
Entrepreneurial climate Dynamics of economic Infrastructure

growth of the region

Advantages and resources of Local labour market Promotion of the region
the natural environment

Endogenous factors

Skills of emplovees and
Scientific and technical || managers | Resource management

Progress

Source: author’s own compilation.
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Exogenous factors are related to the environment in which the enterprise
operates. Those which relate to external conditions to the region, are universal,
because create equal conditions for operation of economic entities. In contrast,
exogenous internal conditions occur with varying intensity in different regions
[Kola-Bezka 2013, p. 55]. They reflect the opportunities and risks which are
inherent to the implementation of national economic policy. These are macro-
economic factors. They can be divided into three main groups:

e Economic,

e Legal,

* Institutional.

Compilation of micro- and macro-economic factors is a contribution to
the creation of conditions conducive to the generation of entrepreneurial be-
haviour in the region. These factors decide also about the investment attrac-
tiveness of regions.
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Research results presented above show the image of Polish regions in terms
of investment attractiveness which is one of the most important determinants
of local and regional entrepreneurship. Investment attractiveness is primarily
understood as the ability to encourage investing by offering a combination of
location advantages possible to achieve when doing business. The advantages
result from the specific characteristics of the area in which business is con-
ducted. These benefits are referred to as location factors [Atrakcyjnos¢ inwesty-
cyjna wojewddztw i podregionéw Polski 2012, p. 11]. Instytut Badand nad
Gospodarka Rynkowa [Gdansk Institute for Market Economics] has identified
seven groups of factors which have the greatest impact on the creation of new
businesses in the surveyed regions.

Entrepreneurship in the eastern Polish border regions: Analysis

Eastern provinces (regions) of Poland are classified as the least economically
developed European regions. In connection with the implementation of the
cohesion policy, which aims to reduce development disparities of regions,
more attention has been paid to the eastern Polish regions, as well as the bor-
der regions, which are largely at risk of marginalization.

There are many definitions of a border region. However, in the literature,
it is most often an area which is a part of a geographic space determined by its
position along the state border, on its one side. It is a subsystem of a territorial
socio-political system which is the State, but at the same time it is composed
of subsystems, i.e., local territorial political and social systems. In relation to
other administrative regions its specificity lies in the territorial environment
which makes it more vulnerable to changes in international relations than in-
land regions [Miszczuk 2013, p. 60].

Polish Eastern regions are among the least economically developed regions
of the European Union. Historical factors relating to the effects of World War
II and the policy pursued by the communist government are responsible for
this situation. As a result of this policy 40% of investments have been located
in the Upper Silesian Industrial District. The unfavourable government poli-
cy was characterized by centralization of decision-making and resulted in the
gradual deepening of the development disparities between the regions of East-
ern Poland and the rest of the country. From the moment of Poland’s accession
to the European Union the economic development of these regions has been
determined mainly by progressive economic transformation and European
integration, and cohesion policy implemented under European integration,
which aims to promote the harmonious development of the European Union
by reducing disparities between the levels of development of regions.



20 Matgorzata Jabtoniska

The advantages of Polish eastern border regions include: the level of educa-
tion higher than in other regions and emerging clusters of modern industries,
i.e., aviation, milk processing, cement, and automobile tires which are defined
as regional growth centres.
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Table 2. Characteristics of the provinces of Lublin, Subcarpathian, and
Podlaskie

Lublin -The third largest region in Poland, it represents 8% of the area
of Poland,

- Itis inhabited by 2.2 million people,

- Represents 25% of the area covered by the Operational
Programme Development of Eastern Poland

- Borders with Belarus and Ukraine,

- 4 cities with powiat (county) status,

- 213 municipalities,

- 3645 solectwos (villages),

- The least populated and urbanized region,

- Low level of accessibility,

- Slowing dynamics of development,

- Low share of market services and industry,

- High share of agriculture,

- Low labour productivity,

- Unfavourable structure of the economy,

- Low competitiveness,

- Poor innovation,

- The dominance of agriculture as a sector with low added
value,

- Predominance of low-tech industry,

- Low rate of modernization and replacement of fixed assets,

- Large surplus of labour supply over demand despite the
lower unemployment rate,

- High level of hidden unemployment,

- low standard of living of the inhabitants of the region,

- Fragmentation of agricultural holdings,

- A decrease in acreage due to the resting of land (fallow
culture) and afforestation,

- Tourism is an advantage of the region,

- Favourable position on the international transport route -
the pan-European East-West corridor, which allows access to
foreign markets, especially Ukraine and Belarus,

- Key industries include: renewable energy, biotechnology,
furniture  industry, information technology, aviation,
construction, agriculture, tourism, processing and food
industry, science, chemistry, medical services.
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Subcarpathian

- The region represents 5.7% of the country’s area and 18% of
the Eastern Poland’s area,

- Is 15th in the country in terms of GDP per capita,

- Low wages (ranks 16th in the country),

- Low number of economic entities,

- Low number of business entities with foreign capital,

- Poor technical, social, and economic infrastructure,

- Poor investment attractiveness,

- Large role of industry,

- The industrial structure is dominated by aviation,
electromechanical, chemical, and food industry which together
produce 70% of industrial production of the province,

- In terms of employment medium- and large-sized enterprises
of the public sector prevail,

- Climatic and geographic conditions create unfavourable
conditions for agriculture,

- The share of rural population is 60% and is the largest in the
country,

- Villages are overpopulated

- Small farms dominate in the region, with an average size of
3.5 ha,

- Good conditions for the development of tourism, recreation,
and leisure,

-The occurrence of mineral waters is an asset,

- Key industries include metallurgy, furniture, information
technology, aviation, agriculture, tourism, food processing and
food industry, machinery, and chemicals.
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Podlaskie - The region represents 6.5% of the country’s are and 20.4% of
the Eastern Poland’s area,

- Podlaskie is a typical agricultural region,

- Over-staffing accompanied by frequent unemployment and
a low degree of marketability of production,

- An average area of agricultural acreage of one farm is
significantly larger than the national average,

- Podlaskie is characterized by one of the lowest levels of
economic development,

- Podlaskie has one of the lowest shares of industry in gross
value added,

- A large share of the SMEs sector is concentrated in the cities,

- Lack of interest by foreign investors,

- Low attractiveness of the region,

- Low level of GDP,

- Market capacity is small,

- Low degree of urbanization and infrastructure development,
- Underdeveloped industrial production,

- Not very competitive staff

- Low adaptability of the unemployed to the new conditions,

- Inadequate instruments and institutions of business
environment focused on learning,

- A region of high purity and naturalness of the natural
environment,

- Multicultural and multinational region, ethnically the most
diverse in the country,

- Attractive to tourists,

- Poor transport network,

- Lack of access to water supply and sewage system,

- Key industries include: furniture, tourism, food processing
and food industry, and machinery.

Source: Author’s own study based on: Strategia rozwoju spoteczno-gospodarczego Polski
Wschodniej do roku 2020 [Strategy for Socio-economic Development of Eastern Poland
until 2020], the Ministry of Regional Development, Warsaw 2008, pp. 17-19 and Raport.
Rozwdj struktur klastrowych w Polsce Wschodniej [The development of cluster structures
in Eastern Poland], the Ministry of Regional Development, Warsaw 2007, pp. 131-132.
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Polish eastern border regions are the regions which do not create favour-
able conditions for the generation of pro-entrepreneurial behaviour. Due to
the unfavourable employment structure (agriculture plays the dominant role
here), these are poorly industrialized regions, underinvested, outdated with
a rare network of cities, characterized by the poor condition of technical in-
frastructure and low efficiency of public administration. Consequently these
provinces have poor innovation and poor competitiveness. The aviation indus-
try is the only dominant innovation industry in the regions of Eastern Poland.
The aviation enterprises in Eastern Poland represent 90% of the whole Polish
aviation industry.

Entrepreneurship in the £ddz region: Analysis

L4d7 Province is one of sixteen provinces in Poland. It is situated in the cen-
tral part of the country and borders the following provinces: Greater Poland,
Kuyavian-Pomeranian, Masovian, Opole, Silesian, and Swiqtokrzyskie. The
size of the province is 18,219 square kilometres. £6dZ Region consists of 21
powiats [counties] and 3 towns with powiat status. There are 177 municipali-
ties in the region, including 133 rural municipalities, 18 municipalities and
26 urban-rural municipalities [Statistical Yearbook of the Regions 2012: Po-
land]. In 2010, more than 256 thousand enterprises registered in the REGON
register were operating in the £6dz province which accounted for over 6% of
all enterprises registered in Poland. In 2010, there were over 101 enterprises
registered in the REGON register per 1,000 inhabitants in the region (Table
5.2).In this respect £6dz ranked ninth in Poland, as in 2009. In the ranking
of start-ups per 1,000 inhabitants the province ranked eighth (sixth in 2009).
At the same time in the ranking of liquidated companies the region has moved
from the last position to the 12th, ahead of four regions. In respect of SMEs
with foreign capital the region has maintained its tenth place [Raport o stanie
matych i §rednich przedsigbiorstw w Polsce 2011, p. 14].

Lédz Province is associated mainly with the rapidly developing textile
industry, which experienced its glory days in the first half of the nineteenth
century. The dominant role of this sector of industry accounted for the devel-
opment of the region, its industrial specialization, and economic monocul-
ture. Economic and political changes have triggered entrepreneurial attitudes
among inhabitants which were reflected in the increase in the number of small
and medium-sized enterprises since the early 1990s which were often estab-
lished on the basis of the declining large textile enterprises [Sokotowicz 2008,
p- 72]. In consequence of unfavourable development conditions of the region
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the dynamics of development has weakened resulting in the outflow of people
to other major cities, mostly to nearby Warsaw. This is a negative phenom-
enon mainly because the region used to concentrate highly skilled workers and
professionals educated at universities of £ddz. The advantages of the region
include significant lignite resources owing to which the region has a surplus of
cheap electricity, and very large reserves of thermal waters, which can be the
basis for the development of renewable energy and spas in the region.

The potential of the region lies in its central position, both in the context
of Poland and regions of Central and Eastern Europe. Foreign direct invest-
ments offer opportunities for the region to locate modern services and new
industries. Large enterprises which decide to make investments in the £6dZ
region have a choice of two basic scenarios. They can either make investments
in the technology park or in the Special Economic Zone (SEZ).

Technology Parks are a common solution conducive to the development
of local entrepreneurship. These entities are characterized by the fact that ‘in
their area advanced technologies are produced and services are provided to re-
lated companies.” Internal organization of Technology Parks is a combination
of business and residential areas. These are the tools of regional development
[Mazur 2004, p. 29]. Today, four science and technology parks operate in the
city of Lédz and in the region. They operate on the basis of mutual coop-
eration of local authorities with local initiatives in order to ensure preferential
conditions for doing business. The objectives lying behind the idea of technol-
ogy parks include attracting investors and creating new jobs.

From the perspective of harmonious economic development, special eco-
nomic zones play a significant role in creating conditions for the development
of industry. The main tasks of the SEZs include promotion of entrepreneurial
behaviour and optimization of the use of factors of production for the succes-
sive reduction of unemployment in the region. The £6dZ Special Economic
Zone was set up in order to reduce the high rate of unemployment, create new
competitive activities and modernize sectors of the local economy. The total
area of the Zone is 1200 hectares and has been divided into 44 sub-zones.! The
actions of the Zone revolve around creating conditions for the functioning of
new investors. Various initiatives taken by the authorities at the regional level
are primarily aimed at achieving a high economic growth rate thus reducing
development disparities. Without doubt the new enterprises contribute to this
end.

! Polska Agencja Rozwoju Przedsigbiorczosci [Polish Agency for Enterprise
Development].
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Table 4. The number of newly registered enterprises

todz 40,502 45,208 37,818 36,522 37,648
Masovian 85,024 109,522 91,802 90,166 96,580
Lesser Poland 55,340 63,312 52,490 51,212 51,634
Silesian 70,510 81,362 63,686 61,516 62,164
Lublin 27,166 31,260 26,404 25,634 26,972
Subcarpathian 25,862 28,314 24,492 23,286 25,868
Podlaskie 16,216 18,136 15,840 15,600 15,196
Swietokrzyskie 16,766 19,250 16,146 15,654 16,994
Lubusz 18,850 20,902 17,472 17,138 16,956
Greater Poland 76,779 65,970 58,142 56,546 58,260

West Pomeranian 35,566 36,804 33,586 31,114 33,070

Lower Silesian 50,254 55,728 49,868 48,086 48,752

Kuyavian-

. 33,162 34,896 32,818 29,730 32,764
Pomeranian

Pomeranian 44,636 48,890 43,530 41,530 44,412

Warmian -

. 22,870 24,380 19,740 19,282 20,528
Masurian

Opole 13,836 15,222 12,190 11,218 12,776

Source: Author’s own calculations based on the data of Central Statistical Office (CSO).

According to the CSO data for the past five years, there are still develop-
ment disparities between the Polish provinces. Most new companies register
in the Masovian province. This is due to the fact that many see a chance for
a market for their products and services in the capital, among others, because
of the high population density. The data concerning the very city of Warsaw,
however, distort the image of the whole province, and therefore the region has
the highest rates of development and the lowest unemployment rates in the
country. The lowest level of entrepreneurship is in the Opole province and the
regions located on the eastern border.
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The development of entrepreneurship is determined by the dynamics of
formation of new enterprises. The analysis shows that in the last year the £6dz2
region generated 37,648 new enterprises, but the dynamics of their establish-
ing is much greater in the region of Lublin. The presence of a large city in the
region which acts as a regional growth pole contributes to establishing new
enterprises; Lublin is a good example here.

Conclusions

Research on regional entrepreneurship often argues that economic, legal, and
institutional factors have a significant influence on the decision to start a new
project. They are often cited as the main barriers to the development of the
SME sector in Poland. This group of factors determining entrepreneurial
behaviour in the regions depends on the policy of the regional government.
This policy should therefore be carried out in such a way that these conditions
would stimulate economic activity, rather than impair it. The issue of public
aid is particularly important in the development of entrepreneurship.

The development of regional entrepreneurship is largely affected by the
institutional environment of enterprises. Business environment institutions,
their effectiveness and efficiency help businesses survive the most difficult mo-
ments in the first period after start-up. Business environment institutions in-
clude technological parks, entrepreneurship incubators (business incubators),
transfer and technology centres, investor service offices in municipalities, loan
institutions, private equity funds and venture capital funds. The academic en-
trepreneurship should be mentioned here. It determines the creation of links
between the sphere of science and the sphere of economic practice.

This paper focuses on the determinants of development of entrepreneur-
ship in the border regions of Eastern Poland, specifically in relation to the
provinces of Lublin, Podlaskie, and Subcarpathian. These regions are charac-
terized by specific conditions, mainly due to the specific border conditions
in which they operate. The relatively low level of economic development of
neighbouring countries hampers the development of entrepreneurship in these
areas. As well as their location on the external border of the European Union.
A study conducted by an international team of experts’ indicated that the in-
habitants of the eastern Polish regions estimate that accession to the EU had
a significant impact on the development of entrepreneurship in the region.

2 Research carried out in 2011. By an international team working at the Department
of European Integration and Regional Studies at the Nicolaus Copernicus University in
Torun, under the guidance of prof. W. Kosiedowskiego.
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Studies have shown that the Belarusian respondents at 54% until they see the
benefits of such accession [Kola-Bezka 2013, p. 126].

Lublin province ranks low in comparison with other regions in terms of
basic indicators of the level of entrepreneurship. A little over 26 thousand new
enterprises in the private sector were established in the province in 2013. The
development of entrepreneurship is characterized by a low growth rate. Due
to the unused resources in the labour market and the lack of opportunities
for earnings the region is characterized by a low standard of living. Using the
positive aspects of the region, resulting in an increase in regional competitive-
ness, job creation and the development of inter-regional cooperation through
the implementation of development policy should lead to sustainable devel-
opment. Border regions of Subcarpathian province are characterized by good
conditions for the development of tourism, recreation, and leisure. These fac-
tors are also barriers to the development of agriculture which is not very effec-
tive in these areas. Compared with other regions, Subcarpathian province has
very poor key indicators determining the level of entrepreneurship. Regions
of the province of Podlaskie are characterised by a very low level of economic
development. The city of Bialystok, which generates new enterprises, especial-
ly macro-enterprises, is the great advantage of the region. The £6dZ province
deserves special attention on account of the analysis of regional entrepreneur-
ship. The region is centrally located, with great development potential and is
characterized by high dynamics in terms of new enterprises and strong invest-
ment incentives which determine its location attractiveness.
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Introduction

Financial intermediaries are very important elements in the financial system of
the state. They operate in the financial market as institutions that make pos-
sible for households and businesses to convert savings into investments. They
create very strong demand on securities, which are issued on this market. The
cores of the market are collective investors, like banks, insurance companies,
investment funds and open pension funds.

The aim of this paper is to analyze the level of financial investors’ assets
and its evaluation in 2009 — 2013 periods. The paper formulates a research
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hypothesis, according to which in 2009 — 2013 period level of financial inves-
tors assets gradually increased as a result of the end of financial crisis time and
high-risk forms of investment have been playing more important role in their
investment portfolios.

The essence of the business cycle

A business cycle is a term which refers to the fluctuations in values measuring
the amount of business activity occurring in a given country or region. They
characterize the rate of changes in business around a long-term growth trend
[Burda, Wyptosz 2000, p. 40].
The following economic indicators are most frequently used to evaluate
the currently dominating trend:
¢ Gross Domestic Product,
e Level of employment,
e Price level,
*  Exports value,
* Imports value,
* Investment expenditure,
*  DPersonal income and expenditure,
* Income and profits of companies,
*  Stock index value.
The following are the phases of a business cycle [Burda, Wyplosz 2000,
p- 791
* expansion phase — production, employment, investment, demand and
prices increase while unemployment decreases,
* peak phase — the end of growth, the aforementioned values stabilize at
a high level,
* contraction phase — unemployment grows while production, employ-
ment, investment, demand and prices fall,
* trough phase — the end of contraction, the aforementioned factors re-
main at low level.
Depending on their length, business cycles may be divided into [Barczak
2006, p. 117]:
e Short (Kitchin cycles) — lasting 2—4 years, caused by inventory and
wholesale price changes as well as settlement of bank operations,
*  Medium (Juglar and Kuznets cycles) — lasting from 8 to 23 years, re-
lated to accumulation of production factors over a long period (invest-
ment, construction migration),
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* Long (Kondratiev wave) — lasting from 40 to 60 years, connected with
discoveries and innovations and the process of their spreading over the
world (electricity, steam engine, railway, computer, the Internet).

The financial crisis of 2007 2009 started with the collapse of the market of

high-risk mortgage loans in the United States.

The crisis was triggered by banks giving subprime mortgage loans with
high repayment risk to people with little financial capacity. Those loans be-
came securities for bonds sold on a large scale by private financial institutions
(including the biggest American and European banks) as investment or specu-
lation. There was little awareness of how risky the bonds were, as it was the
time when real estate market was growing, while at the same time the major
rating agencies awarded high safety rates to those bonds. Individual insolvency
of debtors resulted in the lack of cash on the credit market and instability of
those institutions.

After two — year of financial crisis it’s impact on financial markets is still
present. A lot of financial institutions, enterprises and households still suffer
from its negative effects.

The role and importance of financial institutions in the financial system

The financial system is a mechanism regulating financial relations between en-
tities belonging to private, state and financial spheres, consisting of financial
institutions, financial instruments, financial markets and rules defining the
way they function [Wypych 2000, p. 104].

From the point of view of this analysis the segment of financial institutions
is fundamental, in particular institutional investors who fulfill the valuable
function of financial intermediaries. Using the financial instruments available
them to transform savings to investment.

Institutional investors are public trust institutions. They possess the com-
petence and the necessary knowledge in the field of investing funds on the
financial markets. Households and companies entrust these specialized institu-
tions with their surplus of funds (savings) to be invested in certain securities.
Thanks to the professional management of funds investment risk is effectively
lessened through diversification of the contents of investment portfolios, as
well as through the choice of instruments with different level of risk and po-
tential return [Owsiak 2002, p. 227].

The transformation process of savings into investments by using collective
investors has been shown on figure 1.
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Figure 1. Mechanism of transformation of savings into investment

Capital providers
(Individual investors)

Savings

!

A\ J

— Financial intermediaries
F (Collective investors)
i
n
a
n
c P i
i Non — bank financial Bank sector institutions
. intermediaries
1
M ’ .
o Financial instruments
r
k
A 4
€ sy 4 .
t Securities Credits
Investment

Source: own work based on Czekaj 2008, pp. 4-6.

The arguments which prove superiority of collective investment over indi-
vidual one are the following [Proniewski, Niedzwiedzki 2001, p. 82]:

*  professionalism — financial intermediaries employ highly qualified per-
sonnel and have better understanding of the financial market and the
instruments it offers, which enables taking optimal investment deci-
sions,

* investing flexibility — financial intermediaries have more opportunities
to diversify the investment portfolio depending on the changing situa-
tion on the financial market,
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* concentration of savings — financial intermediaries having considerable
financial resources at their disposal may take advantage of the scale
and as they have more bargaining power they may purchase financial
instruments on better conditions than individual investors,

* diversification of investment — having bigger financial resources they
stand a better chance of adjusting the structure of their investment
portfolio with reference to the relation of risk-return. Thanks to the
diversification of investment portfolio, financial intermediaries may
decrease the level of risk of its content.

Furthermore, other aspects of collective investment need to be empha-
sized. When investing their savings through financial institutions individual
investors are freed from the necessity of constant monitoring of the financial
market situation as well as gathering information about it in order to take
the right investment decisions. Having bigger capital gives collective investors
wider and more direct access to many financial instruments, which are not
available for individual investors.

Major collective investors include:

* commercial banks (especially investment banks),

* insurance societies,

* pension funds,

* investment funds.

Commercial banks — the most common type of these banks are the cred-
it-deposit banks which gain their capital from clients in the form of deposits
and investment. They are the only institutions able to accept money from their
clients on term deposits and transform them into credit funds. They also oper-
ate on the financial market using that part of the money procured from clients
in the form of deposit or bonds which were not assigned for credit. The funds
are engaged mostly in low-risk financial instruments such as treasury bills and
bonds and less in high-risk securities like stock — exchange companies™ shares
[Szelagowska (red) 2009, pp. 28-29].

Banks whose main aim is to invest in securities are investment banks.
These are institutions primarily dealing in the capital market and its instru-
ments. We should differentiate between the operations of investment banks on
the primary and secondary market. In the former they prepare and carry out
the issue of securities as well as advise their issuers. In some cases banks take
over the risk connected with success of the issue functioning as guarantors. On
the secondary market investment banks activities may have two forms [Jacob,
Klein 1998, pp. 17-19]:
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* investing in securities (as a dealer),

* carrying out client’s orders to purchase or sell securities, sometimes

also safe-keeping them.

Besides, their other functions include financial advisory services as well as
mergers and acquisitions services.

Insurance companies — the aim of the insurance societies is to provide
financial protection to insured people, which enables limiting negative effects
of risk. These institutions gain capital in the form of insurance premium paid
by clients. The insurance holders pay premium as a way of financial protection
of themselves and other people insured in case action committed takes place
[Marcinkowska 2007, pp. 42—44].

Insurance companies must be solvent. This involves their having own capi-
tal at the adequate level and conducting investment deals complying with the
statutory requirements and limitations. The main aim of their investment ac-
tivity is to achieve profitability with the maximum high level of safety and
maintaining asset liquidity [Sutkowska 2001, p. 119].

The safety requirement makes it necessary for insurance companies to re-
duce the risk by diversification of the investment portfolio and high content
of safe investment. Through investment the accumulated insurance capital
returns to the financial system of the country and performs productive, pro-
supply role. The main categories of insurance companies’ investment are:

* mortgage,

e real estate,

* securities (mostly safe — treasury bills and bonds),
bank deposits.

Open pension funds — open pension funds are economic entities collect-
ing contributions in order to turn a profit to those who pay them. As the con-
sumption of the invested savings happens only after reaching pensionable age,
the time scale of the investment of pension funds is relatively long. The general
aim of the business of pension funds on the financial market requires minimal
investment risk, therefore they must comply with various safety norms accord-

ing to which the funds invest in financial instruments. This applies especially to
open pension funds and funds connected with pension plans of employees, and
to a lesser extent funds based on individual pension accounts — those three forms
of savings accumulation are part of a social protection system and their activity
is related to the social policy of the state (in the case of open pension funds ac-
cumulation of savings is enforced by the system) [Dybat 2008, p. 13]. Due to
the change of legal acts starting from 2011 year the importance of open pension
funds on financial markets has deteriorated. From May 1, the level of pension
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contribution decreased by 5 percentage points to 2,3%'. February 1, 2014 trea-
sury part of pension fund assets were transferred to the Social Insurance Institu-
tion, which meant to transfer the approximately 51,5% of the accounts of open
pension fund members in the Social Insurance Institution accounts®.

Investment funds — investment funds most distinctly represent the idea
of collective investing. In comparison to the other financial intermediaries in-
vestment on the financial market is their primary aim. Their clients are mainly
individual persons, who for various reasons are not interested in investing their
savings on their own. The services of these institutions are frequently used by
other entities (banks, insurance companies, open pension funds), because the
investment offer of investment funds is highly diversified while the manage-
ment of the accumulated capital is professional. Moreover the fees charged by
these funds are relatively low [Dawidowicz 2008, pp. 10-11].

As was mentioned before collective investors influence the national finan-
cial system and economic development. They form a crucial element of the de-
mand side of the financial market. Accumulated capital is invested in financial
instruments, contributing to the development of the monetary market, and
particularly the capital market. Both of these markets are used by companies
when financing current business activities or investment ventures. Demand for
capital from companies depends on various factors such as macroeconomic,
line of industry and internal issues. When making a decision to finance busi-
ness through the financial market the company must take into account the fact
that the capital obtained must be repaid and interest must be paid in return
for using this capital. Such decision should, therefore, be preceded by a survey
of the market and based on reliable economic calculus.

The level of financial intermediaries’ assets in Poland in 2009-2013

The object of this analysis is the evaluation of influence of the situation on
the financial market on the potential of institutional investors in Poland. This
includes two areas:
* evaluation of assets possessed by collective investors as well as their
structure,
* change of the level of assets engaged by investment funds and open
pension funds in high-risk financial instruments.

!'The Act of 25 March 2011 amending certain laws related to the functioning of the
social security system, Journal of Laws of 2011 no 75, item 398.

? The Act of 6 December 2013 amending certain acts due to the determination of rules of
pension payments from the funds accumulated in open pension funds, Journal of Acts of
2013, item 1717.
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WIG means Warsaw Stock Exchange Index and WIG — 20 contains 20
biggest companies on capital market in Warsaw. During the analyzed period
growth of both indexes was observed annually with the end of the growth pe-
riod in 2010. In 2011 significant decrease of their value was registered, which
was the effect of a considerable fall of the prices of shares on the Warsaw Stock
Exchange. During the four analyzed years the index referring to all shares on
the trading floor increased significantly by over 28%, while the index based on
the 20 largest companies has just increased its value by less than 1%.

The conclusion can be drawn, that changes in pension system in Poland
and riots in Ukraine at the end of 2013 year have influenced much more on
bigger companies’ shares prices on Warsaw Stock — Exchange.

The diagrams below and the table represent financial potential of collective
investors in 2009-2013. The level of assets held by the segment of financial
investors and its relation to Polish GDP is illustrated. In addition, the table
presents the structure of this segment of the financial system.

Figure 2. Financial investors’ assets in Poland in 2009-2013
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Source: own analysis based on www.knf.gov.pl — access date: 26.11.2014.

Table 2. Financial investors market distribution in 2009 — 2013 period
(share in %).

Banks 63,4 61,0 63,8 59,9 58,4

Open Pension Funds 20,2 22,1 20,5 22,6 22,8

Investment Fund Companies 10,6 11,5 10,5 12,2 14,4

Insurance Society 5,8 5,4 5,2 53 4,4

Source: own analysis based on www.knf.gov.pl — access date: 25.11.2014.
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Figure 3. The share of financial investors’ assets to GDP in Poland
in 2009-2013
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Source: own analysis based on www.knf.gov.pl and www.stat.gov.pl — access date:

28.11.2014.

It is important to note that despite the fluctuations on financial markets,
changes in social security system and uncertainty on Ukraine the level of fi-
nancial investors’ assets in Poland has been annually growing. The level of
growth in four-year period was more than 48%, which must be considered as
a positive result. In 2010 year total assets of financial intermediaries in Poland
for the first time have reached 1 billion PLN limit. Quite favorable situation
on Warsaw Stock — Exchange has affected the growth of importance of invest-
ment funds and pension funds at the expense of reducing the level of bank
deposits.

In 2012 share of banks in financial investors market for the first time has
fallen under 60% limit. In analyzed period share of banks has been reduced by
5 percentage points.

In 2009-2013 period the importance of investment funds has increased.
Their market share has increased by 3,8 percentage points.

The growth of open pension funds market share was due to constant flow
of cash to portfolios from the contributions paid by the future pensioners. It
can be assumed that 2013 year was the last one with such a high share of open
pension funds in financial investors’ market. The changes in law which have
been described in previous part of this article shall negatively influence the im-
portance of open pension funds as financial investors starting from 2014 year.

Very important conclusion is that the rate of financial investors’ assets
growth has been faster than the rate of GDP growth. As a result the ratio be-
tween financial investor’s assets level and value of GDP in Poland has increased
in four-year period by 14,4 percentage points, for the first time reaching 80%
limit.

The last part of the present survey analyzes the level of engaging in the
high-risk instruments by Open Pension Fund and investment funds. In the
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case of Open Pension Fund the components of their portfolios include (until

2013 year):
e  Shares,
* Treasury debtor securities and bank deposits,
e Others.

In the case of investment funds they were divided as follows:
* Aggressive,

e Mixed,

*  Safe (treasury bonds, money market),

*  Private equity,

e Others.

Table 3. Structure of investment portfolios of Open Pension Funds in
2009-2003

2009 2010 2011 2012 2013
Shares 30,7 36,6 31,2 35,2 41,8 +11,1
Safe 61,9 58,3 56,9 54,2 50,4 (11,5
Others 74 5,1 11,9 10,6 7,8 +04

Source: own analysis based on www.knf.gov.pl — access date: 27.11.2014.

The table above confirms positive trend in term of the level of engaging of
pension funds in shares. During analyzed period the share of stock — exchange
companies high — risk securities has increased by more than 11 percentage
points. It’s a clear signal that their portfolios managers have been convinced
that this market has strong increasing potential.

Low level of inflation in Poland has directly influenced the interest of trea-
sury debt securities. The low level of return from these securities has affected
the more than 10 percentage points fall of their shares in open pension funds
portfolios.

As mentioned in previous part of this paper 2013 is the last year of this
kind of open pension funds investment portfolios structure. Treasury debt se-
curities have been on 1 February 2014 transferred to Social Insurance Institu-
tion. From this date open pension funds investment portfolios are very similar
to mixed and aggressive portfolios of investment funds.
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Table 4. Structure of the investment funds market in Poland in 2009—
2013 period

2009 2010 2011 2012 | 2013
Aggressive 29,1 27,2 19,3 16,8 16,0 (13,1)
Mixed 40,5 25,3 18,9 13,8 11,3 (29,2)
Safe 22,9 26,7 31,3 37,7 34,2 +11,3
Private equity 2,3 12,4 18,8 16,0 19,7 +17,4
Others 52 84 11,7 15,7 18,8 +13,6

Source: own analysis based on www.izfa.pl — access date: 04.12.2014.

Data presented in table above clearly shows trend on investment funds
market. High -risk funds annually are less popular among investors which gave
the effect of more than 42 percentage points decrease of aggressive and mixed
funds’ share in the market. Investors gradually transferred their savings to low-
risk funds which gained 34% share in the market (11,3 percentage growth in
four-year time).

Noteworthy is the increased of share of private equity funds. These funds
have shares of not listed on Warsaw Stock — Exchange companies. They are
quite a new investment product in polish financial market but as can be no-
ticed in table above are becoming more and more popular among investors in

Poland.

Conclusions

The hypothesis, formulated in this paper has been partially revised positively.
The level of financial investors’ assets in Poland in after — crisis period has
gradually increased during 2009-2013 years. Their financial potential is annu-
ally growing, that is reflected in increasing ratio between their assets and value
of GDP in Poland. This ratio level has reached at the end of 2013 year 80%
limit for the first time in history.

The importance of open pension funds and investment funds has gained
during analyzed period at the expense of the importance of banks deposits and
assets of insurance companies.

The second part of hypothesis cannot be clearly revised positively. Indeed
the share of high-risk instruments in open pension funds portfolios has in-
creased and the same situation can be observed in term of private equity in-
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vestment funds but in the same period very significant loss of aggressive and
mixed investment funds’ share in the market has been recorded.

The final conclusion is that 2014 year will bring changes on financial in-
termediaries’ market situation. The reasons are changes in law in social security
system, improving condition of polish economy, households and enterprises.
The importance of open pension funds will not be any longer so significant,
the more important role on the market should play banks and investment
funds, especially those with high-risk investment portfolios, such as a private
equity funds.
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Abstract

The system transformation which started in the last decade of the previous century
and the accompanying transition into market oriented economy have contributed
to the increase of foreign investors’ interest in committing their capital in Poland.
The interest grew even more after Poland joined the European Union. With limited
national financial resources and great demand for the same, foreign investment has
been a desirable factor supporting and accelerating economic growth.

The objective of this paper is to evaluate the changes in the level and structure of
foreign capital in Poland in the years 2008—2013, that is during the period of economic
downturn following the global financial crisis. The point is, first of all, to find an
answer to the following question: to what extent has the economic destabilisation
caused by the crisis influenced the decisions of foreign investors concerning investing
their capital in Poland? This allows to verify the following scientific hypothesis: during
crisis stability of the financial system of the country in which parent companies have
their seats is more important for foreign investors than financial security of the host
country. The analysis covers total foreign capital, that is both direct and portfolio
investment, as well as derivatives and credit facilities. The empirical part of the study
has been based on the information published by the National Bank of Poland.

Key words: foreign instruments, recession, economic growth, financial instruments

Introduction

The system transformation, which started in the last decade of the previous
century, and the accompanying transition into market oriented economy have
contributed to the increase of foreign investors™ interest in committing their
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capital in Poland. The interest grew even more after Poland joined the Eu-
ropean Union. With limited national financial resources and great demand
for the same, foreign investment has been a desirable factor supporting and
accelerating economic growth. It contributes, at the same time, to strengthen-
ing the competitive position of Poland on the international level. Apart from
positive effects of the foreign capital impact on economy, however, the related
threats should also be noticed. They are connected for example with the fact
that part of foreign investment has a speculative character. This may result in
fluctuations in the level and structure of foreign investment, depending on
the economic situation in global markets. Similarly to other Eastern European
countries Poland is perceived by foreign investors as a territory with high in-
vestment risk. During escalation of crisis speculative investment is withdrawn
from such countries in the first place which results in specific repercussions on
the entire economy.

The objective of this paper is to evaluate the changes in the level and struc-
ture of foreign capital in Poland in the years 2008-2013, that is during the
period of economic downturn following the global financial crisis. The point
is, first of all, to find an answer to the following question: to what extent has
the economic destabilisation caused by the crisis influenced the decisions of
foreign investors concerning investing their capital in Poland? This would al-
low to verify the following scientific hypothesis: during crisis foreign investors
believe that stability of the financial system of the country in which parent
companies have their seats is more important than financial security of the
host country where subsidiaries are located. The analysis covers total foreign
capital, that is both direct and portfolio investment, as well as derivatives and
credit facilities. The empirical part of the study has been based on the informa-
tion published by the National Bank of Poland.

Symptoms of recession

The basic macroeconomic indicators describing Polish economy after 2007
clearly indicate that we have to do with a destabilisation of conditions of the
functioning of business entities. No GDP decrease has been recorded, just
a slowdown of its growth rate, and therefore in economic terms there has been
no crisis but only a recession. In the light of the data presented in table 1 it is
perfectly clear that economic downturn in Poland has been a consequence of
the global financial crisis which began in the second half of 2007 in the United
States after which it swept through most countries of the world, in particular
the highly developed ones. Its effects left a mark on global economy, from the
point of view of both micro- and macroeconomics, as well as on capital flows.
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In the present-day world economy there are very close interrelations among
individual countries and any changes in the economic situation of one country
influence other states. The relations between Polish economy and global com-
modity and capital markets have made it impossible for our country to avoid
the consequences of the financial crisis.
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The GDP dynamics in 2008 decreased significantly when compared to
2007. The same applied to export, capital expenditures and sales in industry.
The consequences of recession impacted in the first place and to the great-
est extent the capital market (Warsaw Stock Exchange). The value of shares
listed on the Warsaw Stock Exchange decreased in 2008 when compared to
the previous year by nearly 57%, whilst in the subsequent years the dynamics
of market capitalisation was characterised by considerable changeability. What
is surprising here is the decrease of registered unemployment rate from 11.2%
in 2007 to 9.5 % in 2008 (it has been the lowest level from the beginning of
system transformation).

In 2009 the value of export, capital expenditures and sales in industry was
lower than a year before. The improvement of situation in subsequent years
was temporary. Fluctuations in the dynamics of industrial production and
capital expenditures may suggest that production powers in enterprises was
not used to the full, which, in turn, ended in the lack of interest in creation

of new jobs. As a result the unemployment rate shows a growing tendency
[Wypych 2014, p. 667].

Foreign capital as a development factor

When describing foreign capital in national economy, it should be clearly un-
derlined that it has different forms. It is commonly assumed that the main
ones include direct and portfolio investment. From the point of view of im-
pact of foreign investment on the efficiency of economy, and in particular
industry, it is assumed that the former is of fundamental importance, since
portfolio investment has to a large extent a speculative character whilst its scale
depends mainly on interest rate changes. Portfolio investment does not have
any significant impact on structural transformations of national economy and
its competitiveness but is used mainly to finance the budget deficit and, to
a certain extent, determine the development of exchange market. Both direct
and portfolio investment includes two types of financial instruments, that is
equity instruments (shares and other forms of equity) and debt instruments
(debt securities).

The important thing in the case of direct investment is a legal aspect of
investing capital by foreign investors. According to the provisions of the Acz
on companies with foreign capital participation of 14 June 1991 (Dz. U. of
1991, No. 60 item 253 as amended) a foreign entity may run its business
activity on its own behalf (direct activity) or participate in the running and
results of such activity run by a domestic entity (indirect activity). A foreign
entity may run a business activity only in the form of a limited liability com-
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pany (spdtka z ograniczong odpowiedzialnoscig) or joint stock company (spdtka
akcyjna). This means that these may be companies with foreign participa-
tion only, or mixed companies. The decisive and only fact which determines
whether a given company is a company with foreign participation is whether
any foreign entity holds some of its shares. The actual value of participation
of a foreign entity in the share capital of a company is of no importance here,
however the degree of capital participation of a foreign investor determines
the extent of its control over the company — it is, however, a problem of an
ownership supervision.

In the case of portfolio investment no active control over the issuer of se-
curities is involved and investors settle for realisation of profit. Profit is gener-
ated on the basis of differences in interest rates or currency fluctuations. For
this reason the decisions of investors interested in securities are most usually
grounded on credit rating of a given country. The rating is prepared by inde-
pendent financial organisations (rating agencies) and its purpose is to establish
the risk connected with a given state. No security issued by an authorised en-
tity in a given country may have higher rating than the bonds issued by the
government of such a country. Portfolio investment plays an important part
in financing budget deficit since a considerable part of treasury bonds is pur-
chased by foreign investors.

Apart from direct and portfolio investment foreign capital includes such
instruments as trade credits (connected with deferred payments and advance
payments in export and import transactions), loans and borrowings from eq-
uity-related entities, funds in cash and bank accounts owned by a foreign en-
tity and deposited in the receiving country, etc. (they are described as “other
investment”). Furthermore, derivatives, which are not securities and whose
value depends on the underlying asset such as, for example, share price, bond
yield, interest rate, exchange index, etc., are a separate and specific category
of foreign capital. Derivatives fall into two categories: symmetric instruments
(forwards, various types of exchange transactions) and asymmetric instruments
(options) [Migdzynarodowa pozycja. .., 2013, pp. 49-50].

The most important facts which prove a positive impact of foreign invest-
ment in Poland include participation in financing of budget deficit, increase
of capital expenditures, imitation effect, employment growth, improving the
qualifications of employees of enterprises with foreign capital participation,
technological progress, export increase, increase of cooperation with domestic
companies. Furthermore, foreign investment stabilises the balance of payments
and exchange rate [Wyznikiewicz 2001, p. 7, Rzepka 2005, p. 52, Wieczorek
2005, p. 77]. Negative consequences of the impact of foreign capital include



Foreign Capital in Poland During Recession 51

attempts to evade paying taxes, slight tendency to reinvest profits, low pro-
portion of greenfield type investment (constructed from the ground up), high
share of supply import, lack of inclination for research and development ac-
tivity [Prusek 2005, p. 86, Kotula 2004, p. 28, Pawtowicz 2008, pp. 1318,
Wypych 2007, pp. 468—469].

Dynamics and structure of foreign capital in the years 2008-2013

The level of the foreign capital invested in Poland expressed in absolute terms
in the years 2004—2013 nearly tripled (from 638 billion PLN to 1,840 billion
PLN). In the period covered by the analysis (2008-2013) there was a 60%
increase which means that macroeconomic destabilisation resulted for example
in a slowdown in the inflow of foreign capital to the Polish economy. The
information on the dynamics of foreign investment, taking into account its
generic structure, is presented in table 2.

Table 2. Dynamics of foreign investment in the years 2008-2013 taking
into account its types

Direct investment, in 1118 | 1087 | 1263 | 1056 | 1051 | 1048

which
- equity investment 107.1 | 1093 | 121.7 99.4 107.0 | 104.9
- debt investment 126.0 | 1069 | 1383 | 1199 | 1014 | 1043

Portfolio investment, in 903 | 1262 | 1334 | 1107 | 1220 | 1002

which
- equity investment 59.2 136.8 | 152.0 87.6 1326 | 1105
- debt investment 1053 | 1235 | 128.0 | 1186 | 1193 97.4

Other investment, in

. 142.7 | 105.2 | 1050 | 114.6 92.3 103.0
which

- trade credits 119.1 98.3 95.6 1224 | 88.6 101.5

- loans and borrowings 148.7 | 103.5 | 1045 | 1180 | 96.7 100.3

- cash 140.1 | 1055 | 1206 | 103.0 | 76.7 108.1
Derivatives 3428 | 29.7 | 457.1 | 136.0 | 89.5 83.5
Total foreign capital 115.8 | 110.0 | 122.1 | 109.8 | 105.3 | 102.7

Source: own analysis based on Migdzynarodowa pozycja...
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In the first place it should be emphasised that along with the entire period
we can see a positive dynamics of value of the total foreign capital. It applies
also to direct investment. In the case of portfolio investment a slump was re-
corded only in 2008 (10% drop when compared to the previous year), that is
in the beginning of the recession. Also the next slowdown phase made itself
felt: the level of portfolio investment in 2013 did not change with respect to
2012. There were, however, fluctuations in the case of other investment (drop
in 2012), in particular in the case of derivatives. Derivative instruments are as-
sociated with high risk and therefore they are very sensitive to any changes in
the level of macroeconomic indicators such as interest rates, exchange rates or
share prices.

It is also very clear that fluctuations in the dynamics of direct investment
are less considerable than in the case of portfolio investment, whereas fluctua-
tions in the dynamics of equity investment are larger than in the case of debt
investment. This results from the specific character of financial instruments:
shares involve higher risk than bonds. The structure of foreign direct invest-
ment is dominated by equity instruments (over 2/3), whereas the structure of
portfolio investment — by debt instruments (over 3/4). The legitimacy of the
hypothesis presented in the beginning is most clearly visible with respect to
other investment. Limitation of the degree of crediting and cash in the years
2009 and 2012 is directly related to recession phenomena observed in the
countries from which majority of investment getting to Poland comes (Ger-
many, France, the Netherlands).

The next two tables present the information concerning the structure of
foreign investment. Table 3 lists the main types of foreign investment, whereas
table 4 — the basic financial instruments reflecting foreign capital.

Table 3. Structure of foreign capital in Poland in the years 2008-2013 by
type (%)

Total foreign capital 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
Direct investment 44.3 43.7 45.2 43.5 434 443
Portfolio investment 20.0 229 25.0 253 293 28.5
Other investment 34.6 33.1 28.6 29.8 26.2 26.2
Derivatives 1.1 0.3 1.2 1.4 1.1 1.0

Sources: as in the case of table 2.
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Direct investment and equity instruments are of greatest importance.
From the point of view of economy such a situation is very advantageous since
both direct investment and equity instruments are relatively stable. It is due
to the fact that investing capital in such a form involves long-term decisions.
Profitability of such investment is determined by the following factors: pros-
pects for the increase of national demand, market size, value and competitive
position of enterprises in which capital is invested. If the economic situation
of the host country and conditions of running business activity deteriorate, it
is much harder to withdraw the capital involved in direct investment and eq-
uity instruments. In such a case investors are forced to take restructuring mea-
sures to minimise losses while trying, at the same time, to earn profit anyway

[Konieczny, Wypych 2006, p. 265].

Table 4. Structure of foreign capital by financial instruments

in the years 20082014

Equity instruments 35.9 36.7 37.2 335 353 36.5

Debt instruments, in

. 284 30.0 324 35.2 37.3 36.2
which

- bonds and treasury bills 14.6 16.5 18.4 20.1 23.0

Trade credits 43 3.8 3.1 3.3 2.8 2.8

Loans and borrowings 22,6 21.2 18.5 19.6 18.0 17.3

- in which government

29 3.3 3.2 3.7 3.6
loans

Cash 7.5 7.3 7.2 6.7 4.9 5.1

Sources: as in the case of table 2.

What should be underlined is the increased share of treasury debt instru-
ments (mainly treasury bonds) and government loans in the total value of for-
eign capital. The value of the bonds issued by the State Treasury and owned
by foreign investors amounted in 2000 to 37.6 billion PLN and increased to
108.3 billion PLN in 2004 (Poland’s accession to the EU) and exceeded 400
billion PLN in 2012. The data include the bonds issued both in Poland and
abroad. The value of loans and borrowings, on the other hand, granted to the
government sector changes depending on the current demand: for example

in 2004 it amounted to 64.2 billion PLN, in 2008 to 32.7 billion PLN and
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in 2012 to 62.6 billion PLN. In 2013 treasury bonds made up 97.7% of all
bonds owned by foreign investors. Thus foreign investment contributes sig-
nificantly to the financing of budget deficit despite the fact that at the same
time it is reflected in the national debt. Poland’s sovereign debt as at the end
of 2013 in relation to foreign capital was 62.5%, whilst participation of gov-
ernment sector in sovereign debt amounted to 40.2% [Mi¢dzynarodowa pozy-

ga..., 2014, p. 27].

Recession versus foreign direct investment

Analysis of the dynamics and structure of foreign capital does not provide
a complete answer to the question posed in the beginning, since it is based
on the information on the situation at the end of every year. Changes in the
investment level at year end take into account investment inflows and out-
flows. It seems that we may get a more reliable picture of relationships be-
tween the economic downturn and investment on the basis of the analysis of
inflow and outflow of foreign direct investment. As it has been indicated ear-
lier foreign direct investment is more stable and more than other elements
of foreign capital connected with the host country economy. Foreign direct
investment occurs at the same time in three areas: of international transfer
of capital, specialist expertise in management and new technologies and en-
terprise. Access to new technologies, new forms of management and produc-
tion organisation contributes to modernisation and improved functioning of
local enterprises. In the case of direct investment additional elements, such
as unearned income and scope of reinvestment of profits, may be taken into
account additionally.

Table 5 presents global information concerning capital flows connected
with foreign direct investment with particular attention paid to European
Union and Poland.
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Impact of the financial crisis on the level of foreign direct investment is
quite clearly noticeable. Both in the world and in the European Union the
outflow of the capital related to direct investment in the years 2008-2012 is
greater than capital inflow, whereas in the European Union the disproportions
are greater. In 2013 global capital inflow for the first time slightly exceeded
capital outflow. The situation in Poland looks different. In the years 2008—
2013 there was a constant and clear advantage of investment inflow over in-
vestment outflow, whereas in 2011 a record level of inflow of foreign direct
investment was seen (over 20 billion dollars). In 2012 capital outflow was at
the minimum level whilst in 2013 a paradoxical situation arose in Poland —
the values of both capital inflow and outflow were negative. What contributed
to it was a large scale of the so-called capital in transit. It includes transactions
of special purpose vehicles which transfer funds between countries at a request
of a parent corporation and for the purpose of tax optimisation. This is one of
the consequences of global crisis and it confirms legitimacy of the hypothesis
presented in the introduction.

This means that during recession Poland was an attractive country to in-
vestors. According to the report of Ernst & Young Poland is a leader in respect
of investment increase in Europe. In 2012 it recorded the highest rise in the
number of investment projects among European countries (22% more than
in 2011), whilst Europe recorded a 2.8% decrease. Foreign direct investment
contributed to the creation of 67% more jobs than in the previous year (the
result for the entire Europe is +8%). The report placed Poland in the first place
in the region of Central and Eastern Europe as regards investment competi-
tiveness. Also in 2013, in the European attractiveness survey conducted by
Ernst & Young, Poland took the first place in Central and Eastern Europe as
the most attractive country in the region [Atrakcyjnosé inwestycyjna .. ]

Revenue from foreign direct investment is an important issue from the
point of view of the hypothesis formulated above. Relevant information is pre-
sented in table 6.
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Economic destabilisation has not contributed to reduction of total revenue
earned by foreign investors. On the contrary, a tendency for its increase can be
observed. On the other hand, the structure of revenue has changed. The level
of paid dividends and received interest has grown, whereas the value of re-
tained profit has decreased since 2011. This means an outflow of capital from
Poland. Such situation has been caused by a limited access to attractive invest-
ment projects on the one hand, whilst on the other hand by deliberate actions
the purpose of which is to supply capital to parent corporations with their seat
abroad through the agency of the subsidiaries located in Poland.

Summary

During recession caused by the global financial crisis Poland has been per-
ceived as an attractive country to foreign investors. This finds its confirma-
tion in the data concerning fluctuations in the value of capital flowing in
from abroad after 2008. Foreign capital completes insufficient accumulation
of Polish economy. Besides, foreign investment plays an important part in
the financing of budget deficit. Despite the fact that it finds a reflection in
a high level of Poland’s debt, such a situation should be evaluated positively.
What should be emphasised in the first place is a relatively high participation
of foreign direct investment which is more stable than other types of foreign
capital.

Analysis of structure of foreign capital broken down by type and of reve-
nues from foreign direct investment proves, at the same time, legitimacy of the
hypothesis presented in the beginning according to which during crisis finan-
cial stability of the country in which parent companies have their seats is more
important for foreign investors than financial security of the host country. This
finds its confirmation in an intensification of transactions of the so-called spe-
cial purpose vehicles, upward trend in the level of dividends and interest paid
to foreign investors and downward trend in the level of profit reinvestment.
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Abstract

The development of the idea of Corporate Social Responsibility (CSR) depends mainly
on the changes in international market and growing competition between countries
and enterprises. These factors influence on the behavior of enterprises. This means
that the goal of business action is not only profit-making but also fulfilling social
needs. The goal of this paper is to present and assess social in Poland. Starting with
the concept and scope of CSR, the article presents benefits from responsible business
activity and implementation of this idea in Poland.

The research carried out in 2012 shows that the main implementers of CSR are
large firms with foreign capital. They know the idea of CSR from the experience of
Western firms. The main objective is their image and to build better relations with
their environment. On this background the article shows the ranking of companies
participating in “Leader of Philanthropy” competition. It allowed to choose four firms
as an example of good practices in social engagement. Social activity of chosen firms
was addressed to:

e employees,

children,

e local community,

e the sick, the disabled and the poor,

e animals.

The contacted research proves that social engagement of Polish firms is at the early
stage of development. The number of firms increase, but there are mainly large com-
panies. The main reason that the small business share in social engagement results
from the limited amount of financial resources at their disposal.

Key words: social engagement, Polish firms, beneficiaries.
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Introduction

The globalization processes, changes in international markets as well as grow-
ing competition caused that since the beginning of the XXI century an in-
creasing interest of business in social issues has been observed. This means that
the goal of business actions is not only profit-making, but also the implemen-
tation of certain social objectives. This trend is called Corporate Social Re-
sponsibility (CSR) and means including in the strategies of firms the interests
of various social groups, such as: employees, local community, NGOs, local
government, etc. The aim of this paper is to present and assess social activities
of selected firms located in Poland. The basis for the selection of socially en-
gaged firms were the results of the “Leader of Philanthropy” contest that took
place in 2013.

The concept and scope of Corporate Social Responsibility

At the beginning of the XXI century the idea of Corporate Social Responsibil-
ity (CSR) was recognized around the world and responsible business became
a global phenomenon. The business sector, which objective, by definition, is
profit, takes actions on behalf of its stakeholders and the community, treating
these not as a cost, but as an investment that leads to the achievement of the
main objective.

The main idea of CSR was formulated at the European Summit in Lisbon
in 2000. The European Council presented a 10-year socio-economic program
for the Union, called the Lisbon Strategy [www.odpowiedzialny biznes.pl].
The goal of the strategy and the associated actions, called the Lisbon process, is
to make the European Union the most competitive and dynamic knowledge-
based economy in the world, capable of sustainable growth with more jobs
and social cohesion.

In the next year (2001), in order to induce public debate on corporate re-
sponsibility, the European Commission presented a document called the Green
Paper on Corporate Social Responsibility. The consultation process proceeded
with participation of such EU institutions as the Commission’s directorates-
general for employment, social affairs, enterprise and industry, information
society, trade, and the environment. The debate was also made by representa-
tives of the business sector, trade unions, media, NGOs and academic institu-
tions [www.odpowiedzialny biznes.pl]. A year later, the Commission presented
a strategy for the implementation of responsible business practices in the EU.

The appropriate institutions were set up, national parliaments started leg-
islative processes, and the research programs were launched. The consultation
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on the Green Paper resulted in development of a new document — the White
Paper: Communication on CSR. It was addressed to European institutions,
Member States, social partners, business and consumer organizations.

In Poland, the concept of corporate social responsibility is developed by
the oldest and the largest non-governmental organization — Corporate Re-
sponsibility Forum (Forum Odpowiedzialnosci Biznesu). It is a “think and do
tank” organization which promotes doing business in a responsible manner,
which means taking into account the impact of the firm on the society and the
environment. The mission of the Corporate Responsibility Forum is promot-
ing the idea of responsible business as a standard in Poland in order to increase
the competitiveness of enterprises, social satisfaction and to improve the envi-
ronment.

Based on the presented CSR concepts it is difficult to formulate a defini-
tion of this phenomenon. According to the European Commission’s proposal
CSR is based on the idea according to which the firms decide to help create
a better society and a cleaner environment. In other words, it is a style of
business management integrating social, environmental, ethical and human
rights issues with business activities and the strategy, in collaboration with
the stakeholders [Promoting a European Framework for Corporate Social Re-
sponsibility].

Polish authors define corporate responsibility in a similar way: “CSR is
the way of firm management assuming that business decisions take into ac-
count the interest of the shareholders (owners, investors) as well as the needs
of stakeholders — customers, employees, suppliers, local communities, and the
environment” [Stafiej- Bartosik, Lukasiak 2008].

CSR implementation measures (instruments)

The following are the measures taken by economic entities in the process of
implementation of the concept of corporate social responsibility:
* socially engaged marketing — an activity that takes into account
both marketing objectives and social needs,
* socially responsible investments — funds which are invested in accor-
dance with ethical principles,
* initiatives for the benefit of the local community, including:
e collaboration with local authorities,
* long-term investments for the benefit of the local community,
*  charity projects,
* cthics programs — preventing, detecting, disclosing and correcting un-
ethical behavior,
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eco labeling and social marking — administering information on so-
cially responsible activities such as care for the environment, human
rights, etc. to the labels and packaging,

corporate governance — concerns i.a. protection of minority sharehold-
ers’ rights, respect for the rights of stakeholders, transparency of infor-
mation,

reports used to communicate with the environment through the pre-
sentation of the plans and achievements of the firm in the economic,
environmental and social area [Eukasiewicz-Kaminiska2011, p. 84].

Firms’ benefits from responsible business activities

Considering the Corporate Social Responsibility in the longer perspective,
a range of benefits can be formulated that he realization of this idea can bring.
The most important are:

Increased interest of investors. Lenders are more interested in coopera-
tion with responsible firms that are geared not only to achieve good
financial results, but also to build a positive image and good relations
with its environment. For many investors the financial credibility of
the firm is dependent on its social credibility.

Increase of competitiveness. The introduction of the principles of
responsible business is one of the strengths, enabling firms to gain
a competitive advantage. Transparent CSR policy can be one of the
ways of building the firm’s position in global markets, where expecta-
tions for meeting standards of responsible business are highly valued.
Improved relations with the community and local authorities. The
participation of the firm in the life of the local community, making
long-term and significant social investments facilitate its efficient and
harmonious functioning.

Increased loyalty of consumers and stakeholders. Increased social
awareness makes trust in the firm and its image an important factor in
consumers choices. More and more people pay attention to the com-
patibility of the product or service with the requirements of ecology,
the principles of social responsibility in the manufacturing process and
the overall reputation of the firm.

Shaping a positive image of the firm among employees. Corporate So-
cial Responsibility may pay the role of a non-financial motivator for
employees. Employees value more the functioning of the company if
they see that part of its activity is devoted to solving social problems,
also important for them.
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e Attracting and retaining the best employees. When the image of the
firm improves and trust among employees increases, the attractiveness
of the firm in the labor market increases as well, which makes it pos-
sible to attract new and keep the best employees [Gainer 2011, pp.
190-198].

Corporate Social Responsibility in Poland

The reasons for interest in the concept of CSR

The concept of Corporate Social Responsibility in Poland has been noticed
and gradually implemented as a result of the development of this idea in
the highly developed European countries. The main reason for the inter-
est of Polish firms in engagement in social issues was the desire to improve
their image. The research conducted in Poland suggests that this image is
perceived rather critically. Respondents emphasize the negative personality
traits of entrepreneurs (superiority, flaunting their wealth, regarding oneself
to be someone better) and reprehensible moral attitudes (dishonesty, failure
to comply with the law) [Roguska 2004]. This negative perception of Polish
business gives hope that firms will try to change this image through prosocial
activities.

Implementation of the idea of CSR

The possibility of implementation of the idea of Corporate Social Responsibil-
ity in Poland depends primarily on the size of the firm and the source of capi-
tal. From this point of view, firms can be divided into two groups:

* large firms, mainly with foreign capital,

*  SMEs dependent in their activities on domestic capital.

The main implementers of CSR are large companies with foreign capital.
They have the necessary knowledge about CSR based on Western models of
prosocial activities. The main objective of enterprises operating in this area in
Poland is to improve the firm’s image and to build better relations with its en-
vironment.

Difficulties in the implementation of the so formulated objectives of social
activities are caused by many reasons. The most important include:

*  Deficiencies in the social activity management system. In many firms
there is no cost-benefit analysis and they do not assess the impact of
their social activities on the prestige and profits. In most cases, the
main measure of social activity is the amount of money spent.
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¢ Low social awareness of consumers (customers). Potential beneficia-
ries often accept passive social engagement of firms, or lack thereof.
They do not react to unethical attitude of firms and to the lack of
compliance with accepted standards of products and services offered
[Kuraszko 2008, p.14].

*  'The research carried out in 2008 showed that 90% of managers of the
largest Polish firms act in accordance with ethical principles in rela-
tions with the employees [Rok, Stolorz, Stanny 2009].

The situation in small and medium enterprises is much worse [Kuraszko
2008, p. 13]. Their prosocial activities are limited to the sponsorship of lo-
cal initiatives, thus improving relationships with local authorities and the
local community. The main causes of low interest of SMEs for social issues
are, i.a. insufficient knowledge on the idea of CSR and the lack of financial
resources.

The second mentioned reason is connected with the necessity of the strug-
gle to stay in the market, which is directly related to maintaining the firm’s
liquidity [Spofeczna odpowiedzialnosé biznesu...2007].

Despite these limitations, some small firms are starting to gain experience
in this area. However, many SMEs still do not see the impact of their social
engagement on the improvement of their financial performance.

The range and scope of social activities of Polish firms

The research method

The information about the engagement of Polish firms in social activities is
a result of research. The research in this area in our country is carried out
randomly, and each covers a slightly different problem range. One of them is
the “Leaders of Philanthropy” contest. Although every company registered in
Poland can take part in the contest, due to the very precise and consequently
obeyed selection criteria the number of participants is rather small.

The prerequisite for participation in the contest is filling out the survey, in
which it is necessary to show the total amount of financial donations provided
for social purposes in the previous year as well as a gross profit of the firm. The
survey must be accompanied by a full list of donations with detailed informa-
tion on the beneficiaries and the value of resources donated to them. In addi-
tion, during the verification of data firms are required to submit the profit and
loss account together with the auditor’s opinion.
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Ranking of companies is developed in two categories:

e firms which provided the most funds for social purposes in the previ-
ous year,

e firms which provided the largest percentage of their pre-tax income for
social purposes [www.forumdarczyncow.pl].

This contest has been organized for 7 years — since 2007.

Ranking of companies participating in “Leaders of Philanthropy” competition
The total value of donations provided by firms during 7 years increased steadi-

ly. An exception was the year 2010, when the value of donations decreased,
which could be a consequence of the economic crisis (see Table 1).

Table 1. The value of donations in the “Leaders of Philanthropy” contest
in the period 2007-2013

2007 24 50348 076 2097 837
2008 28 76415926 2729140
2009 22 73961 625 3361892
2010 25 49131709 1965 268
2011 31 81771133 2637778
2012 25 82899417 3315977
2013 22 130825731 5946 624

Source: Pekocka M. (2013), Coordinator of the ,,Leaders of Philantropy” contest, www.fo-

rumdarczyncow.pl.

The presented data shows that the number of donors varies. It was the
highest in 2011 (31 companies) and the lowest in the years 2009 and 2013
(22 firms each year). As regards the value of donations, both the total value
and the average for 1 donation has been increasing steadily. An exception was
the year 2010, in which the total amount of donations was the lowest, what
influenced the average value per donor. Can this be justified by the impact of
the crisis on the decreasing interest of firms in philanthropy?

The majority of contest participants are large firms that operate interna-
tionally. There are also Polish firms among them, which operate in foreign



68

Krystyna Kietliiska

markets. Local firms represent only a small percentage of all contest partici-
pants. The firms which provided the most funds for social purposes in 2013
are presented in Table 2.

Table 2. The firms which provided the most funds for social purposes in

2013
The Percentage
of total
Sector value of
donations SIOUEE
100,00
1. PZU Banklpg,ﬁnance and 65841 924 513
insurance
Fuel, energy, mining,
2. KGHM Polska chemical and 22000 000 17,8
Miedz . . .
industrial production
3. | PKOBankPolski | Banking financeand |, 255 ) 9,5
insurance
Polski Koncern Fuel, energy, mining,
4 Naftowy Orlen chemical production 7920108 60
Fuel, energy, mining,
5. PGE Polska Grupa chemical production | 5042883 37
Energetyczna .
and construction
Procter & Gamble .
6. DS Polska Good consumption 4 452 065 3,5
7. Bank BGZ Banking, financeand | 5,5 2,4
insurance
8. Atlas Group Fuel, energy, mining, | o4 75, 1,5
chemical production
9. Pelion Pharmacy 1732604 1,3
10. Ba’mk Ochrony Banklr\g, finance and 1370 000 10
Srodowiska insurance
130 825
Total 731 100,0

Source: Pekocka M. (2013), Coordinator of the ,Leaders of Philantropy” contest, www.fo-

rumdarczyncow.pl.
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The data presented in Table 2 shows that the dominant groups of donors
are firms belonging to fuel and energy, and banking and finance sectors. Nom-
inally, the largest donor in 2013 was PZU, which donations accounted for
more than half of the total funds provided by the 10 most generous firms. The
scale of charity looks slightly different when we analyze the percentage of do-
nations in the pre-tax profit (see Table 3).

Table 3. Firms which provided the largest percentage of their pre-tax prof-
it for social purposes in 2013

Fuel, energy,
1. Atlas Group mining, chemical 1940 750 5,91
production
2 Ba’rtlyck! Bank Banklpg, finance 124 800 586
Spoétdzielczy and insurance
3. VOTUM Services, trade 163 892 2,56
4, Pelion Pharmacy 1732604 2,26
5 Belmk Ochrony Bankl.ng, finance 1370 000 223
Srodowiska and insurance
6. Konimpex Services, trade 364 940 1,94
7. Vive Te).<t|Ie Services, trade 483 494 1,91
Recycling
8. Bank BGZ Banking, finance |5 5 5 1,79
and insurance
9. PZU Banking, finance | o001 954 1,63
and insurance
Fuel, energy,
Gorazdze mining, chemical
10 Cement Group production and 1339755 0.67
construction

Source: Pekocka M. (2013), Coordinator of the ., Leaders of Philantropy” contest, www.fo-

rumdarczyncow.pl.
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This percentage shows that the most generous firms (having donated the
highest amount of money) spend only a small percentage of their income
for social purposes. An example is PZU, which allocated for social purposes
the largest amount of funds (nearly 60 million zl), which accounted for only
1.63% of its income. This resulted in the 1st position in the first ranking and
only 9th position in the second one.

There are also opposite situations - the firms that have donated so mod-
est sums that they were ranked at a distant place, allocated for social purposes
a large percentage of their income (see Baltic Cooperative Bank). Which rank-
ing is more objective, then? It probably depends on the purpose the ranking
serves. If we take into account the value of funds allocated for social purposes
then the first criterion will be more important. However, if we want to assess
the degree of engagement and the generosity of donors — the second criterion
will be more reliable.

Social engagement of selected firms

As examples of good practices in social engagement two firms were adopted
for the analysis, that did not always take part in the “Leader of Philanthropy”
contest or were ranked at more distant places.

Their characteristic feature is that they are located in Lodz or have their
branches here and represent different types of activities. These include:

* The insurance company AVICA

*  Consulting firm Infosys BPO

e Pharmaceutical firm Pelion Health Group,

* Telecommunications company Orange,

¢ Bank — mBank, till 2012 — BRE Bank SA.

The types of social activities of the above firms vary.

Four of them have set up their own foundations (AVIVA, Pelion Group,
Orange and mBank). This made the activities of these firms more visible be-
cause the name of the foundation is typically derived from the name of the
founding firm.

Social activities of presented firms can be considered from different points
of view. From the point of view of the type of beneficiaries, this activity can be
addressed to:

* employees,

e local community,

e children,

* the sick, the disabled and the poor,

e animals.
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From the point of view of the type of business, it can be:

e health,

¢ education,

e culture,

*  sports,

* environmental protection.

The AVIVA insurance company takes actions both to the benefit of its
employees as well as externally. The employees of the company have the ability
to implement their pro-social projects that are funded by the company. This
combines social activities with the improvement of relations between employ-
ees. As a part of such understood volunteering actions are taken to the benefit
of children and animals.

The company carries out its social activities through its own foundation.
The main areas of social activity of the company are education and health. Ac-
tions are directed primarily to children and youth. One of the actions is the
organization and financing of the “Street to School” program, which aim is to
equalize educational opportunities of young people. Subsequent programs are
relating to health. These include (i.a.):

*  Support program for the patients of the Child Health Center (Cen-

trum Zdrowia Dziecka);

e The ,Share Your Health” project in collaboration with the Against

Leukemia Foundation.

The company also cooperates with the Stefan Batory Foundation imple-
menting cultural and educational programs.

Noteworthy is the fact that the AVIVA Foundation organizes and finances
support program for Polish participants in Paralympics, by funding scholar-
ships, organizing social campaigns and supporting their image in the media
[www.odpowiedzialny biznes.pl, www.pozytek.gov.pl]. Infosys BPO has not
set up its own foundation but actively supports a number of foundations and
associations in our city (Lodz). Social activity of the firm focuses mainly on
education, culture, sport and the labor market. The firm especially takes care
of animals in the Zoo in Lodz.

As a part of the firm’s education supporting activities Infosys provides fi-
nancial support for selected kindergartens, schools and orphanages. An exam-
ple of culture supporting actions is organization of annual Infosys Ballylodz
festivals that popularize the culture of India in the Lodz community. Involve-
ment in sports activities reflects, i.a. in organizing volleyball (Infosys Volleyball
Cup), rugby (Rugby Raban) tournaments and bicycle rallies.
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Worth emphasizing is the firm’s support for the labor market by engaging
in the Youth in £4dz program [www.odpowiedzialny biznes.pl, www.pozytek.
gov.pl]. The pharmaceutical Foundation Pelion Healthcare Group took a high
place in the “Leader of Philanthropy 2013” contest. Its activities are mainly
related to the company’s profile, i.e. health.

The firm operates through its own foundation called “I care for health”
(Dbam o zdrowie). This activity is directed both to the firm’s employees and to
the external beneficiaries.

Employees have the chance to integrate through visiting the sights of Lodz
within the “Let Lodz surprise you” (Niech £6dz Cig zaskoczy) campaign. They
also have the opportunity to support their foundation by giving the tip of their
salaries for its purposes.

Employee volunteering is realized through participation in the organiza-
tion of the World Day of Dignity (Dignity Day), when youth meetings in
schools with well-known personalities are organized.

External activities of the Foundation “I care for health” cover many initia-
tives. The most important are:

* the implementation of the medicines financing program for people in

difficult financial circumstances,

* the organization of the marathon: I care for Health - Lodz Marathon,

* launch of the ,Eco-project” program, which aims to raise awareness of
the local community of the negative effects of pollution. The employ-
ees established ,Eco Team” that initiates various pro-environmental
actions.

Noteworthy is the firm’s patronage over old pharmacies and pharmacy mu-
seums across the country [Polscy liderzy korporacyjnej filantropii, htep://www.
forbes.pl]. Telecommunications company Orange operates mainly through its
own foundation under the same name. The main area of interest of the com-
pany is supporting children and young people in need of assistance in the field
of education and health.

The most important activities in this area include:

*  helping children and young people access modern education,

* domestic violence prevention program , which is implemented during

sessions and workshops involving young people and educators,

* financial support and cooperation with the largest social organizations
in Poland (Academy for the Development of Philanthropy, Synapsis
Foundation, Friends of Integration Association) in order to help chil-
dren and young people,

* rehabilitation program for young children with hearing loss,
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* financial support for other foundations and associations helping sick
children, such as the Foundation for Children with cancer (Fundac-
ja na Rzecz Dzieci z chorobg nowotworowg), Association for Children
with Disabilities (Stowarzyszenie Pomocy Dzieciom Niepetnosprawnym),

* financial support for people in need,

* support for customers in a difficult situation (disasters, natural disas-
ters, etc.),

*  participation in annual activities of the Great Orchestra of Christmas
Charity Foundation,

* support for cultural institutions such as Grand Theatre of the National
Opera [www.odpowiedzialnybiznes.pl, www.pozytek.gov.pl, www.or-
ange.pl, www.orange-cs.pl].

Social activity of the mBank (till 2012 — BRE Bank SA) is addressed to
both the employees and external beneficiaries. The offer for mBank employees
is very broad and includes (i.a.):

* courses and training organized in order to upgrade their skills,

* providing medical care in private health care,

* additional life insurance,

the organization of the event: ,Let’s do something Good Together,” which
is a kind of employee volunteering funded by the Foundation,

The ,,Christmas full of dreams” program. This is an annual Christmas cam-
paign for people in the charge of public benefit organizations.

mBank acts externally through its own foundation. It cooperates with oth-
er foundations and associations throughout Poland. The activities of the Foun-
dation focus on the problems of education, health and culture.

The main activities in the field of education include:

* funding awards for laureates of economy knowledge contests,

* bridge scholarship programs for students from rural areas and small

towns,

*  material aid for schools,

*  sponsorship of research and publications.

In the field of health and social care the following activities are taken (i.a.):

cooperation with the Polish Humanitarian Organization (Polska Akcja
Humanitarna),

*  participation in the ,Pajacyk” project, which aim is to level education-

al opportunities of children from poor families,

*  cooperation with the Synapsis Foundation in the implementation of
the ,,Autism Academy for NGO’s. Roads to social and professional ac-
tivation of people with autism”.
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In the field of culture the Foundation supports cultural events, publica-
tions, authors and organizers of cultural activities. In addition, it cooperates
with the Royal Castle in Warsaw and the Amber Museum in Gdarisk [Polscy
liderzy korporacyjnej filantropii 2014].

Conclusions

The conducted research proves that social engagement of Polish firms is at the
early stage of development. The annual increase in the number of firms in-
volved in this type of activity may be the confirmation of the fact that compa-
nies see the need of engagement in solving social problems and the impact of
such activities on the development of their business.

Characteristically, socially engage mainly large companies, often with for-
eign capital. This is probably due to the fact that they are recognizable firms
that treat CSR as an element of competition. In turn, companies with foreign
capital are often obliged to undertake this type of activity.

Small share of SMEs in social activities results, on the one hand, from the
lack of knowledge and experience in this field and, on the other hand, from
the limited amount of financial resources at their disposal. The presented ex-
amples of prosocial Polish firms do not allow to draw conclusions, but they
allow to present some observations.

The presented firms can be divided into two groups:

* those that have a program of social activities and consistently imple-

ment it (AVIVA, mBank, Orange);

* those that operate spontaneously and occasionally.

In the first group, the activity is directed both to the employees and to the
external beneficiaries. In the latter case, actions are also taken in collaboration
with non-governmental organizations and even with the local community.
Four of the analyzed firms have set up their own foundations, which activi-
ties have a wide range and apply to health, education, culture and sport (ex-
cept Pelion Groups). The environmental and social exclusion issues are taken
rarely.

Children and young people are the main beneficiaries. Support for these
groups is postulated by all the analyzed firms. When it comes to the generic
range of activities, most companies take the whole range of activities in edu-
cation, health and social care, culture and sports. The exception is Pelion
Group, which undertakes social activities related to the profile of its business
— that is supporting and organizing actions in the area of health and social
care.
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The question arises: what are the reasons for low interest of firms in social
issues?

The main barriers are:

* lack of understanding of the concept of Corporate Social Responsibil-
ity among the majority of firms,

* lack of awareness of the benefits resulting from social engagement,

e lack of capital, especially in case of SMEs,

e mistrust of the beneficiaries,

* lack of professionals showing ways of implementation of the CSR and
the benefits of such activities.
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Abstract

The aim of this paper is to analyse the informative aspects of implementing
innovations within contemporary formal organisations, in particular, in enterprises.
The paper concerns the information quality and its influence on the process of
innovation implementation. Today, in conditions of the dynamic development of the
scientific and technological knowledge, the question is no longer if there is a need
to imply innovation but how to do it efficiently. Within the process of innovation
implementation, the organisation’s management selects the appropriate ideas,
makes the decision and takes the action to implement a new or a significantly
improved solution. In this paper, the factors interrelated with the process of
innovation implementation were analysed. The information asserts itself as
a significant factor which influences the process. The neoinstitutional view on the
information in organisations was a starting point for analysis. A conceptual framework
of the information attributes, which influence the quality of the implementation of
an innovation, was proposed. The applied research method is the secondary data
analysis, which was based on the theoretical literature, as well as the empirical
research results.

Key words: innovation, information quality, new institutionalism.
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Introduction

The innovation, in the Oslo Manual [OECD and Eurostat, 2005, p. 46] is de-
fined as the implementation of a new or significantly improved product (good
or service), or process, a new marketing method, or a new organisational
method in business practices, workplace organisation or external relations. The
process of innovation implementation encompasses all scientific, technologi-
cal, organisational, financial and commercial steps which lead to the usability
of implemented innovations within organization. Cruz-Cézaresa et al. [2013,
p. 1239] stress the idea that the innovation inputs produce innovation out-
puts, through a complex process. Therefore, the key to increasing firm perfor-
mance and competitiveness is to focus on the undertaken process’s efficiency.

Although there are various approaches to the innovation, the innovation’s
local character is its defining characteristic. This means, that even if other or-
ganisation has already applied a specific product, process and method, when
that product, process or method is being applied to the particular organisa-
tion, it is an innovation in it [Cempel 2013, p.27]. It also may be stated that
every innovation implementation is unique.

Analysis of the innovation concepts from an informative perspective at-
tempts to consider the information as one of the inherent aspects of the in-
novations initiatives. The information aspect is assumed here as the one, which
influences the innovation initiatives, and further determines the competitive
strength of the organisation (particularly enterprises).

The aim of the paper is to discuss the informative aspects of implementing
innovations within contemporary formal organisations, in particular, within
enterprises. The paper first analyses, on the basis of the neo-institutional ap-
proach, stages of the process of innovation implementation when the informa-
tion quality is essential. Then, the notion of the quality is set beside the infor-
mation. Finally, on the basis of the literature review, the required information’s
attributes are listed.

Neo-institutional view on the information in organisations

The role of information during the innovation implementation process may be
analysed from two basic perspectives: the decision-making leading to initiation
of the particular solution introduction and the course of the implementation
itself. The former, as will be proven, is above all a matter of the organisation’s
decision-makers relations with a particular organisational field and the infor-
mation flow on that level, the latter, seems to be much more a matter of intra-
organisational processes and staff relations. The main theoretical framework of



Informative Aspects of Innovation Implementation... 79

the presented considerations is constituted on the basis of concepts presenting
the New-Institutional Economics perspective.

The PS. Tolbert’s and L.G. Zucker’s concept of (micro)institutionalisation
seems to be particularly relevant to highlight the importance of the informa-
tion flow between the organisation’s decision-makers and organisational field
in innovative processes. Above-mentioned authors present a view of institu-
tionalization of structural arrangements in organizational fields — as defined
by PJ. DiMaggio and W.W. Powell [1983, p. 147]. The institutionalization
process can be divided into three fundamental phases following appearance
of innovation in organizational field: habitualization, objectification and sedi-
mentation (Figure 1) [Tolbert 1996, pp. 175-190].

Figure 1. Processes of institutionalization

Technological
Market  change

Legislation
forces
Innovation Positive
outcomes
Habitualization Objectification l Sedimentation

Interorganisation \ Interest group Interest group

Theorising

monitoring resistance advocacy

Source: Tolbert, P. S., Zucker, L. G., The institutionalization of institutional theory [in:]

S. Clegg, C. Hardy and W. Nord (Eds.), Handbook of organization studies, 1996, p. 182.

The first of above-mentioned stages — process of habitualization, is initi-
ated when, as a result of a specific organizational problem or set of problems,
new structural arrangements appear. Further, the structural arrangements are
being formalized in the policies, strategies and procedures of a particular orga-
nization (or various organizations facing similar challenges). Such formaliza-
tion results in a so-called pre-institutionalization of structures - their creation
in organizations is rather an independent activity, even if happens simulta-
neously. It may be explained by the influence of decision-makers’ common
core of knowledge (e.g. gained in the standardized educational processes) and
diffusion of particular ideas making an innovation attractive in management
professional environments. Even though imitation may be observed, it is not
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caused by a sense of the necessity of a particular structural arrangement ap-
plication among organisational decision-makers since the utility of the inno-
vation has not been proved and accepted yet [Tolbert 1996, pp. 175-190].
Referring to the main topic of the article, it may be noticed that at that stage
the flow of information from the organizational field is not essential for the
decision-making process in the organization. Established external social norms
concerning particular problem solution do not exist and managers make rela-
tively independent decisions basing mostly on the current intra-organisational
information.

When the structure is diffused and gains a more permanent and wide-
spread status, it indicates that the next process — objectification, is ongoing.
In that phase some degree of social consensus among organisational decision-
makers concerning the value of a structural arrangement appears, that results
in its increasing popularity. The process of consensus emergence may be driven
through two different (and sometimes interrelated) mechanisms. Firstly, or-
ganisational decision-makers during the new structure risk assessment may
take into consideration information on the choices in other organisations. In
other words objectification of a structural arrangement is in some degree an
outcome of a competitive game. Such phenomenon may be also treated as
a cost optimization strategy, because adoption of ‘pre-tested’ solution involves
fewer resources than creating new structural arrangements. Thus, as a particu-
lar choice becomes more popular, the influence of individual, independent
assessments is decreasing and the role of information flow from the organisa-
tional field in decisions on innovation implementation is increasing. Secondly,
objectification process may be driven by other significant social actors — so-
called ‘champions’ — sets of individuals having a material stake in the diffu-
sion of the structure. Such group is likely to appear when numerous poten-
tial ‘consumer’ of the innovation exist (number of organizations face a similar
functioning problems). Champion’s success depends on their capacity to effec-
tively conduct the theorization process in three essential aspects: creation of an
organisational problem definition, presentation of a particular innovation as
a solution to the defined problem and providing positive perception of a struc-
ture as their effective solution [Tolbert 1996, pp. 175-190].

Structural arrangement is fully institutionalized as a result of sedimentation
— phase characterized with continuity of structure existence in organizations’
functioning regardless of organizational members’ generational changes and
prevalence among organisational actors identified during theorization. How-
ever, promotion by champions and positive perception of desired outcomes
in organisational fields are in some cases not sufficient enough for a structure
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to attain full institutionalization. They have to be accompanied with relatively
low resistance by opposing (particularly intraorganisational) groups or effec-
tively counteract their entropic tendencies to provide a widespread adoption
of an innovation among organisational relevant adopters [Tolbert 1996, pp.
175-190].

New institutionalism offers also another insight into the significance of
information in the innovation processes. Namely, application of the informa-
tion asymmetry concept demonstrates how unequal distribution of informa-
tion and its quality may influence the implementation of new solutions. Eric
von Hippel’s analysis proves how information asymmetry on the market de-
termines the innovation activities and their profile. It is particularly clearly
visible in a comparison of product and service development processes that
proves a tendency of users and manufacturers to develop different types of in-
novations. Information asymmetries between those two basic categories result
from the fact that users generate need and context-of-use information, while
manufacturers specialized in a particular type of solution create generic solu-
tion information. These both categories of information (need and solution) are
often costly to transfer (so-called ‘sticky’ information), what results in users’
more accurate and more detailed view of their own needs and manufacturers’
better model of the solution approach. Such information asymmetry entails
that ‘users tend to develop innovations that are functionally novel, requiring
a great deal of user-need information and use-context information for their
development’, while ‘manufacturers tend to develop innovations that are im-
provements on well-known needs and that require a rich understanding of
solution information for their development’ [Von Hippel 2005].

The second mentioned issue — significance of information quality for the
innovation implementation from the intra-organisational perspective, seems
to be rather unrecognized. The available literature on the link between infor-
mation quality and employees’ attitudes towards organizational change (in-
novation implementation certainly should be treated as such) is rather limited.
More attention is paid to the role of communication process characteristics
in general, but it is rather rarely analysed from the perspective of its qual-
ity [Wyer, Albarracin 2005, p. 297]. However, the information quality may
be treated as one of the general communication process’s aspects. According
to Wim Elving, an essential role of change communication is to inform the
members of organization about the particular change initiative (in the anal-
ysed context caused by innovation implementation) and its influence on their
situation. However, a fundamental distinction on communication as a mean
to provide information and to create a community spirit has to be underlined



82 Joanna Kijewska, Witold Nowak

(as illustrated on the Figure 2) [Elving 2005, pp. 130-131]. Obviously both
aspects of organizational communication are interdependent and from the
presented article’s perspective it is hard to decide which function seems to be
more significant. Both — the informative and communitarian function of com-
munication may be described as having an effect on employees™ readiness for
change (planned innovation initiative) as Figure 2 suggests. Thus information
asymmetry between different positions in organizational structure seems to
condition the course of innovation implementation, because of its influence
on employees’ attitudes toward particular initiative and social processes that it
releases. Most of the attention in organizational change literature is drawn to
the importance of information transfer from management staff to rank and file
workers. However, analysing the influence of information quality on innova-
tion implementation seems to require putting it the opposite way as well. The
flow of information from individual employees operationally implementing
the innovation to the management staff seems as relevant to its success as the
influence of information transferred top-down.

Figure 2. The transmission of information about the object’s features in
the communication process
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Source: Elving W.J.L., The role of communication in organisational change, ,Corporate
Communications: An International Journal”, Vol. 10 Iss: 2/2005, pp. 129-138.

However, taking the postmodernist view on organizational theory and
management, possible resistance, ambivalence or unpredicted reaction of em-
ployees towards innovations implemented in organizations are ordinary, and
repeatedly desired phenomena. It is obviously contrasting with a view that
dominates the managerial mainstream in organizational studies. The latter is
associated with an assumption that resistance to change is a negative phenom-
enon because it reduces its initial energy — moderates and weakens organiza-
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tional change propagation [Czarniawska 2010, pp. 162-163]. In the article
topic’s context it leads to an unexpected conclusion — information quality loss
does not have to be perceived as a negative or harmful phenomenon during
innovation processes (or organizational changes in general), if it is taken into
consideration by innovation agents. In some circumstances ‘translation” of the
distributed information may even create added value. The conducted analysis
indicates that the information issues should be incorporated into the research
of the innovation implementation. The information importance in the institu-
tionalization processes was highlighted. The information was also analysed in
the terms of the innovation and diffusion phenomena. The information asym-
metry among the market participants and within organization was taken into
consideration. Although, the information is considered as an important factor,
the researches which indicate directly what characteristics of information lead
to the improvement of the innovation implementation are rather rare. The in-
formation quality is commonly assumed as the information which leads to the
appropriate decisions in the implementation process and that quality, accord-
ing to the conducted analysis, is rather unrecognized. Therefore, the further
considerations in the paper focus on the category of information quality in
terms of the innovation initiatives.

The conceptual framework of information quality

Based on Kolman [2009, pp. 57-59] approach to the category of quality it is
an abstractive notion and is not measurable'. Since, there is no well-established
physical unit, which defines the quality in a universal way, and that precludes
from measuring the quality. Following Kolman’s [2009] concept, the quality
is analysed by the degree to which the real object satisfies the requirements as
defined for that object. Mantura [2012, p. 14] states that ‘the quality is the
set of attributes and the quality of an object is a set of attributes belonging to
it’. Therefore, it is assumed here that, for the specific tasks the specified states
of objects attributes are required. The object which is considered in the paper
is an information. An information quality is analysed by, firstly, defining the
set of attributes which belong to it, and secondly, by identifying which states
of each attributes need to be achieved in terms of the beforehand specified
requirements. It is indicated that there is a diversity and incoherence of pre-
sented ideas of the notion of information, including different approaches to
terminology. Some authors treat information as an original term (undefined)

1 In the metrology, the measurement is the comparison of two objects in which the one
unit is the module unit [Kolman 2009].
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whereas other authors formulate definitions, which vary significantly’ [Man-
tura 2010, pp. 47-49]. The notion of information is defined as ‘the products
of human thought operating in minds which reflect reality and create immate-
rial reality’ [Mantura 2012, p. 21]. Through information the empirical system
and its objects are recognized and the observer’s individual abstract system is
created. The ratio of similarity, between the real system and the abstract system
indicates the information quality [Kijewska, Nowak 2014, pp. 109-126]. The
information attributes which lead to the increase of the ratio of similarity, be-
tween the real system and the conceptual construction of realty, are of central
importance.

Thus, in order to reflect the reality precisely, the organization members,
particularly management staff, need to select the appropriate information.
According to the recognized input information the organizational actors se-
lect the appropriative ideas, make the decision and take action to implement
the innovation, the new or significantly improved solution. The information
quality also influences the implementation process within the organization’s
internal environment. In the next chapter, based on the literature review, re-
quirements for the information attributes were listed in terms of the process of
innovation implementation.

The requirements for information in the process of innovation implemen-
tation

In order to single out the requirements for the information attributes, a sec-
ondary data analysis was carried out, and as a result, following five general
requirements are proposed.

The information characteristics influence the decision process. Decision
making is a complex process consisting of evaluation, comparison and the final
choice [Mysickovd et al. 2011, p. 15]. Because people lack the full understand-
ing of complex social systems and the human environment, they economize
on brainpower by relying on incomplete models or theories [Eggertsson 2013,
p. 3]. The incomplete information and the insufficient information quality
have the effect of the decision-making process under the uncertainty and risk.
Therefore, it is required that the information attributes and its state decrease
the uncertainty and reduces the risk during a certain decision process.

Furthermore, as Mantura [2012, p. 24] noticed, ‘the one of the most im-
portant interpersonal and social relations (much evidence indicates that this
is the most important relation) is the communication and related to it the
term “message”’. Following Mantura’s definitions, ‘the communication is the
exchange of information between entities and a message is a coherent piece
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of information transferred between entities’. By the communication process,
the input message (the source, coherent piece of information) is transferred
by the communication channel to the output message (the received message).
The similarity between the input message and the output message lead to the
requirement that the information attributes and its states prevent form the in-
formation loss and assure the resistance to the information noise.

Economic decision making is usually described as a form of value-based
decision making, in which individuals are assumed to first evaluate the dif-
ferent choice alternatives, and then compare the different values, and finally
choose the one with the highest value [Mysickova et al. 2011, p. 2]. The issue
of the decision making process is incorporated into various economic theories.
Following Schliiter [2007, pp. 1092-1093] analysis, ‘the New Institutional
Economy (NIE) assumes actors that have bounded rationality. Neoclassical
economics, from which NIE has partly developed, assumes rational actors.
That means, actors taking economic decisions know about the costs and ben-
efits associated with different choices and they choose what would, “objec-
tively”, be in their best interest, therefore maximizing their own benefit. But
when actors take decisions within information constraints, they might take
“wrong” decisions [Schliiter 2007, pp. 1092-1093]. Therefore, it is required
that the information attributes and its states provide the message which in-
creases rationality of the decision, or reduces the bounded rationality in the
decision processes.

Following Loikkanen et al. [2009, p. 35], different information and
a number of information sources are needed in different phases of the innova-
tion process. The challenge to acquire information is constantly growing and
an enterprise’s competitive success critically depends on its ability to monitor
and quickly seize external sources of information. Not only there is a mobil-
ity of information increase but also there is a quantity of information growth.
Therefore, an organization’s competitive success depends also on its ability
to select the information, which is then processed within organization and
transformed into knowledge. There is a high reach of the available informa-
tion, and the cost of its communication falls, but the individual’s abilities to
process the information significantly differ. Kowalczyk [1981, p. 25] indi-
cated, that there is a correlation between the information and the individual’s
capabilities and awareness. There is no information without the appropriate
receiver. The individual’s capabilities influence the processing of information,
and it is required that the information attributes and its states facilitate the
real-time processing personalized to the individual’s capabilities and the envi-
ronment’s conditions.
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The last but not least requirement for information incorporates the cost of
information. The costs of acquisition of information and its processing need
to be considered in relation to the profit which the organization gains from
the information, especially when the cost of information ranges from free of
charge to extremely expensive.

Based on the analysis of the literature the requirements for the information
quality were listed in terms of its conformance to the innovation implementa-
tion process. The given requirements indicate attributes of the information
that are analysed in the process of the innovation implementation. The further
researches, which is stated here, need to be conducted to precise the list of
information attributes and define its appropriative states for the specified in-
novation process.

Conclusions

The aim of the presented paper was to analyse the importance of innovation
implementation informative aspects within contemporary formal organiza-
tions, with particular attention put on enterprises. The presented theoretical
background drawn from the neo-institutional perspective enabled to point the
fields (or phases) of innovation implementation that seem to be particularly
dependent on information quality transmitted from organization’s external en-
vironment and within the organization itself. The dynamic environment forces
contemporary organizations not only to initiate the process of the innovation
implementation but also consider the information quality within the process.
The analysis of the processes of institutionalization, the innovation diffusion
phenomena and the information asymmetry indicated the information qual-
ity substance in the innovation implementation process and, in that, in the
organizations competitiveness. The information quality was defined by the set
of attributes of the information. The requirements for the information quality
in terms of the innovation process were listed out. The presented directives re-
lated to the information quality role in innovative processes require empirical
verification in further research phases.

References
Baskerville R.L., Myers M.D. (2009), Fashion waves in information systems research
and practice, ,MIS Quarterly”, 33.4, pp. 647-6062.

Burke W.W., Lake D.G., Paine J.W. (Eds.) (2008), Organization change: A com-
prehensive reader, (Vol. 155), Wiley. Com.



The Forms of Social Engagement of Polish Firms 87

Cempel C. (2013), Inzgynieria kreatywnosci w projektowaniu innowacji, Wydawnic-
two Naukowe Instytutu Technologii Eksploatacji — PIB, Radom-Poznan.

Cruz-Cizaresa C., Bayona-Sdezb C., Garcia-Marcob T. (2013), You can’t manage
right what you can’t measure well: Technological innovation efficiency, ,Research Pol-

icy”, Volume 42, Issues 6-7, July—August.

Czarniawska B. (2010), Troche inna teoria organizacji: Organizowanie jako kon-
strukcja sieci dziatan, Wydawnictwo Poltext, Warszawa.

DiMaggio PJ., Powell W.W. (1983), 7he Iron Cage Revisited. Institutional Isomor-
phism and Collective Rationality in Organizational Fields, ,American Sociological
Review”, 48.

Eggertsson T. (2013), Quick guide to New Institutional Economics, ,Journal of
Comparative Economics”, 41.

Elving W.J.L. (2005), 7he role of communication in organisational change, ,Cor-
porate Communications: An International Journal”, Vol. 10, Iss: 2, pp.129-138.

Kijewska ]., Nowak W. (2014), Employee Attitudes Towards Organizational Change
in Relation to Enterprise Competitiveness. Remarks on the Role of Information Qual-
ity, ,Oeconomia Copernicana’, Volume 5, Issue 3, pp. 109-126.

Kolman R. (2009), Kwalitologia. Wiedza o réznych dziedzinach jakosci, Wydawnic-
two Placet, Warszawa.

Kowalczyk E. (1981), O istocie informacji, Wydawnictwo Komunikagji i Laczno-
$ci, Warszawa.

Loikkanen T., Konttinen J., Hyvonen J., Ruotsalainen L., Tuominen K., Waris
M., Hyttinen V., Ilmarinen O. (2009), Acquisition, Utilisation and the Impact of
Patent and Market Information on Innovation Activities [in:] VI'T Tiedotteita Re-
search Notes 2484, Es-poo.

Mantura W. (2010), Zarys kwalitologii, Wydawnictwo Politechniki Poznanskiej,
Poznan.

Mysickova A., Song S., Majer P, Mohr PN.C., Heekeren H.R., Hirdle W. K.
(2011), Risk Patterns and Correlated Brain Activities. Multidimensional statistical
analysis of fMRI data with application to risk patterns [in:] SFB 649 Discussion
Paper 2011-085.

Schliiter A. (2007), Institutional change in the forestry sector — The explanatory po-
tential of New Institutional Economics, ,Forest Policy and Economics”, 9.

Sienkiewicz P. (1987), Cybernetyka: teoria efektywnosci systeméw, Ossolineum,
‘Warszawa.



88 Joanna Kijewska, Witold Nowak

The report: A new ranking of the world’s most innovative countries: Notes on method-
ology, An Economist Intelligence Unit report sponsored by Cisco Limited 2009.
Tolbert PS., Zucker L.G. (1996), The institutionalization of institutional theory
[in:] S. Clegg, C. Hardy, W. Nord (Eds.), Handbook of organization studies, Lon-
don: SAGE.

Von Hippel E. (2005), Democratizing Innovation, MIT Press, Cambridge, Lon-
don.

Wyer R.S., Albarracin D. (2005), Belief Formation, Organization and Change:
Cognitive and Motivational Influences [in:] D. Albarracin, B.T. Johnson, M.P.
Zanna (eds.), The handbook of Attitudes, Lawrence Erlbaum Associates Publisher,
Mahwah, New Jersey — London.

Zacher L. (2007), Transformacje spoleczeristw: od informacji do wiedzy, C.H.
Beck, Warszawa.

Zizlavsky O. (2012), The Development and Implementation of Marketing Infor-
mation Sys-tem Within Innovation: The Increasing of Innovative Performance [in:]
T. Burger-Helmchen (ed.), Entrepreneurship — Creativity and Innovative Business
Models, InTech.



Przedsigbiorczo$¢ i Zarzadzanie
Entrepreneurship and Management

University od Social Sciences Publishing House
ISSN 1733-2486

Volume XVI, Issue 2, pp. 89-107

Michat Chmielecki

University of Social Sciences

Robert Seliga

University of Social Sciences

A Comparative Study of Attitudes towards
Entrepreneurship between Polish and British Students

Abstract

Background

Entrepreneurship continues to gain momentum as a significant and relevant field of
research. Policy makers in the rush to stimulate entrepreneurship in various coun-
tries, often rely on the success stories and prescriptions documented in the entrepre-
neurship literature in which most studies are set in the United States.

Research aims

The article present exploratory study addresses the subject of cross-cultural differen-
ces in attitudes towards entrepreneurship by focusing attention on two particular ty-
pes of cultures of entrepreneurship British and Polish.

Method
The quantitative research (survey) was conducted in May 2014 among 153 Polish and
94 British graduate and postgraduate management students .
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Key findings
The findings have some distinctive implications for government, policy makers and edu-
cators through determining the attitudes towards entrepreneurship among students.
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Introduction and background

While entrepreneurship is one of the most studied topics in economics and
business research, findings have not been consistent regarding the attitudes to-
wards and perceptions of entrepreneurship in different cultural and economic
contexts.

However, entrepreneurship continues to gain momentum as a significant
and relevant field of research. Policy makers in the rush to stimulate entrepre-
neurship in various countries, often rely on the success stories and prescrip-
tions documented in the entrepreneurship literature. Given that most of the
social science research in general, and entrepreneurship research in particular,
has been generated in the U.S. and transferability to contexts where the task
and psychic environments may be vastly different remains in question [Thom-
as, Shenkar, Clarke 1994, pp. 675-686]. International comparative studies of

attitudes towards entrepreneurship are still quite rare.

Entrepreneurship

Entrepreneurs have already been described as the makers of new worlds [Czar-
niawaka & Wolff 1991], innovators and catalysts of change who continuously
do things that have not been done before and who do not fit established pat-
terns [Schumpeter 1965]. They identify, assess, evaluate, manage and trans-
fer risk [Deakins 1999]. Literature on entrepreneurs has stemmed from three
main sources:
1. economic writers who stress the role of the entrepreneur in economic
development;
2. social and business writers who stress the influence of the social and
business environment on entrepreneurship;
3. psychologists who focus on the personality traits of entrepreneurs
[Deakins 1999].
Academics have been defining characteristics of entrepreneurs for many
years. See table 1. For the summary of this research.
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Table 1. Characteristics of entrepreneurs

1848 Mill Risk bearing

1917 Weber Source of formal authority
1934 Schumpeter Innovation

1954 Sutton Desire for responsibility
1959 Hartman Source of formal authority

Risk taking, need for

1961 McClelland .

achievement
1963 Davids Ambltlon, desire for

independence
1964 Pickle Drive, human relations
1971 Palmer Risk measurement
1973 Winter Need for power
1974 Borland Internal locus of power

Source: based on J.A. Timmons, S. Spinelli (2007), New Venture Creation: Entrepreneurship
for the 215t Century, 7/e, McGraw-Hill, Irwin.

At the same time the concepts of entrepreneurship have been changing.
Most popular concepts are presented in table 2.
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Table 2. The concepts of entrepreneurship

R.W. Griffin
[1996, pp. 730-
731]

The process of organizing and running a business and
taking the risk involved and performing an active role in
management.

[2001, p. 25]

St.P. Robbins The process of initiating business start up, organizing the

D.A. DeCenzo necessary resources and take risks in pursuit of the prize.

[2002, p. 104]

R.D. Hisrich The process of creating something different, because of its

M.P. Peters value in the framework of which necessary time and effort is

[1992, p. 10] devoted to achieve this goal, assuming the accompanying
financial, psychological and social risk, and expecting
obtaining financial rewards and personal satisfaction.

B. Piasecki Entrepreneurship is the process:

- which includes the action taken for the analysis

of opportunities of start and development (or just
development) of the venture, its financing and the possibility
of meeting the effects of such action;

- which can take many different forms and shapes,

including initiation of a venture, creativity and innovation

in developing new products or services, managing an
existing venture in such a way that it develops quickly and
continuously, seeking financial and material supply sources
for potentially growing number of ventures, accepting risk in
the development of new or expansion of existing ventures
(these elements are the part of the entrepreneurial process,
although not all of them must participate in each activity).

F.L. Frey
[1993, pp.
27-28]

Starting a venture and (or) its growth, which occurs through
the use of innovation, by management assuming the risk.
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J. Penc
[1997, p. 335]

The behavior of a person or organization that relies on
seeking and applying new solutions, which require more
energy, initiative and resourcefulness and the ability to
estimate the necessary effort and possible benefits available
under existing constraints and opportunities, and the
willingness to take risk and responsibility for their decisions
and actions.

J. Timmons
[1990, p. 5]

The process of creating or identifying opportunities and
using them despite of their current resources (...). It is

an creative act of an entrepreneur who finds in him and
devotes enough energy to initiate and build a company or
organization, rather than just observe, analyze and describe
it.

N. Churchill
[1983, p. 27]

The process of discovery and development of capabilities
to create new value through innovation, acquisition of
necessary resources and managing the process of value
creation.

J.A. Schumpeter

Recognizing opportunities for implementation of ventures

[1999, p. 98]

[1960, p. 60] that are profitable and risk-taking to implement them.

W. Adamczyk An organized sequential process oriented under certain

[1996] circumstances at using innovative idea in order to generate
benefits in the market.

S. Sudot Feature (way of behaving) of entrepreneurs and companies,

[2002, p. 33] that means the willingness and ability to undertake and
solve creative and innovative new problems, while taking
into consideration its risks, the ability to use the available
opportunities and flexibility to adapt to changing conditions

T. Krasnicka Entrepreneurship is an activity that stands out by: activity

and dynamism, innovation, looking for changes and reacting
to them, perceiving opportunities and their use, regardless
of the resources (at the moment), willingness to take risks,
which main motive is to multiply the capital.

Source: A.S. Thomas, O. Shenkar, L.D. Clarke (1994); Grifin RW. (1996); Robbins
St.P., DeCenzo D. (2002); Hisrich R.D., Peters M.P. (1992); Piasecki B. (red.). (2001);
Frey R.F. (1993); Penc J. (1997); Timmons J. (1990); Churchill N., Levis V. (1983);
Schumpeter J.A. (1960); Adamczyk W. (1996); Sudot St. (2002) Cit. ‘s. £. Sutkowski,
Barriers to entrepreneurship in the management of hospitals in Poland, Lentrepreneur face

aux politiques publiques europeennes, ed. C. Martin, T. Rkibi, PGV/ ISLA, Lisboa 2012.
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Since the early 1980s, entrepreneurship has emerged as a topic of grow-
ing interest among management scholars and social scientists. The subject has
recently grown in legitimacy, particularly in business schools [Cooper 2005].
This interest has been spurred by a set of recent developments in the United
States: the vitality of start-up firms in high technology industries, the expan-
sion of venture capital financing, and the successes of regional clusters, notably
Silicon Valley. Management scholars and social scientists interested in entre-
preneurship have tended to focus their attention on studying new business
formation. Unfortunately not much on differences between Polish and British
attitudes towards entrepreneurship has been published so far.

Forces shaping attitude towards entrepreneurship

There are several forces shaping attitudes towards entrepreneurship.

For instance studies have shown that entrepreneurs grew up in families
where the father was self-employed [Cooper & Gimeno 1992; Cromie, Cal-
laghan, & Jansen 1992] and where the family was involved and supported
early start-up activities [Carroll & Mosakowski 1987; Huisman 1985] found
significant variation in entrepreneurial activity across cultures and indicated
that cultural values greatly influence entrepreneurial behavior.

McGrath, MacMillan, and Scheinberg [1992] in their comparison of en-
trepreneurs and non-entrepreneurs found significant differences in cultural
values and beliefs. There is numerous research indicating that culture affects
entrepreneurship. Lent et al. [2000] for instance suggest that the immediate
personal environment (e.g., close family) as well as the broader socio-cultur-
al context (e.g., national culture) can influence an individual’s career choice.
With regard to entrepreneurial career decisions culture can influence entrepre-
neurial intentions through social norms.

Culture is defined as a set of shared values, beliefs, and expected behav-
iors [Hofstede 1980a]. Hofstede [1980] and House et al. [2004] think that
cultural characteristics exert a significant effect on the characteristics of the
organizations in that society.

Hofstede’s dimensions analysis can help in better understanding the intercul-
tural differences within regions and between countries in attitudes towards en-
trepreneurship. There are several dimensions developed by Hofstede.

“On the one side versus its opposite, collectivism, that is the degree to which
individuals are integrated into groups. On the individualist side we find societ-
ies in which the ties between individuals are loose: everyone is expected to look
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after him/herself and his/her immediate family. On the collectivist side, we
find societies in which people from birth onwards are integrated into strong,
cohesive in-groups, often extended families (with uncles, aunts and grandpar-
ents) which continue protecting them in exchange for unquestioning loyalty.
The word ‘collectivism’ in this sense has no political meaning: it refers to the
group, not to the state. Again, the issue addressed by this dimension is an
extremely fundamental one, regarding all societies in the world” [http://www.
geert-hofstede.com/index.shtml; accessed: 5.08.2014].

People from individualistic cultures are interested in their own freedom
and goals and their own individual growth and achievements and show rela-
tively little engagement in a group life. That is why in business environment,
such people are expected to work on their own, often in accordance with their
own interest.

Power distance shows the degree to which people from a certain culture accept
or do not accept the inequality power of authority, hierarchy and differences
in statuses. The high power distance cultures accept the hierarchy as a norm,
when low power distance cultures try to maintain their society more equal
in status and power. The high indication of power distance score of a culture
defines this culture as hierarchically structured and authority accepting. In
business environment, the power distance dimension shows to which extend
people would accept the supervision, obey the authorities and follow the hi-
erarchical scale. People from low power distance cultures, expect to be con-
sidered and treated equally as their supervisors or managers. They do not like
to be regarded as the subordinates, moreover, they expect to work in a team,
where everyone has the same rights and everyone works hard as others in order
to reach the common goal [Hofstede and Hofstede 2005, p. 46].

Masculinity helps to define and explain the roles of genders in different
cultures. In masculine societies men are strongly believed to be ambitious, ag-
gressive, confident and domineering. They are expected to concentrate on the
gain of material goods, when women, on contrary are expected to be fam-
ily oriented and focused on interpersonal relations, as they must be modest
and reserved. In masculine cultures men are expected to be more focused on
achieving professional goals rather than women, because women are expected
to take care of a family and home [Hofstede and Hofstede 2005, p. 402].

The uncertainty avoidance index deliberates the degree to which people
feel threatened and insecure in the new, uncertain and ambiguous situations.
Those cultures with the high score in the uncertainty avoidance try to avoid
new and different from the usual situations. In contrast, people from the cul-
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tures with the low score in UAI are not afraid of new, unclear and indefinite
situations. In low uncertainty avoidance cultures, people prefer unregulated
pace of work, not structured processes and less control from the manager,
while they feel uncomfortable with strictly arranged rules, structures and poli-
cies. They need to feel some kind of freedom to undertake the new task, new
challenge for their personal satisfaction, even if they are not expected to do so
[Hofstede and Hofstede 2005 p.184].

The long-term orientation dimension can be interpreted as dealing with
society’s search for virtue. Societies with a short-term orientation generally
have a strong concern with establishing the absolute Truth. They are norma-
tive in their thinking. They exhibit great respect for traditions, a relatively
small propensity to save for the future, and a focus on achieving quick results.
In societies with a long-term orientation, people believe that truth depends
very much on situation, context and time. They show an ability to adapt tra-
ditions to changed conditions, a strong propensity to save and invest, thrifti-
ness, and perseverance in achieving results. Long term orientation refers to
the fostering of virtues that are oriented toward future rewards. Short-term
orientation emphasizes the past and present, in particular with respect to tra-
ditions, preservation of “face”, and social obligation” [Hofstede and Hofstede
2005, p. 210].

Indulgence versus restraint is the sixth cultural dimension studied and
elaborated by Hofstede and Michael Minkov in 2010. Hofstede defines In-
dulgence and Restraint as a tendency to allow relatively free gratification of
basis and natural human desires related to enjoying life and having fun. Re-
straint: a conviction that such gratification needs to be curbed or regulated
by strict social norms [http://www.geert-hofstede.com/index.shtml; accessed:
5.08.2014].

Normative versus pragmatic. People in normative such societies have
a strong concern with establishing the absolute Truth. They exhibit great re-
spect for traditions, a relatively small propensity to save for the future and a fo-
cus on achieving quick results. In pragmatic orientation societies, people be-
lieve that truth depends very much on situation, context and time. They show
an ability to adapt traditions easily to changed conditions, a strong propensity
to save and invest, thriftiness and perseverance in achieving results [http://
www.geert-hofstede.com/index.shtml; accessed: 5.08.2014].
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Picture 1. Hofstede dimensions — Poland and the UK

The comparison between Poland and the UK looks as follows (see picture 1).

93
68 ) 64
60 i
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: I 29

Power Individualism Masculinity Uncertainty Pragmatism Indulgence
Distance Avoidance
| @ Poland United Kingdom |

Source: http://geert-hofstede.com/poland.html.

In many of the aforementioned definitions, the following variables de-

scribe entrepreneurship as:

1. The process of innovative and creative markets activities or organiza-
tional changes (technological and organizational innovation),

2. Taking risks in business or tolerance of uncertainty aiming at the de-
velopment of the venture (the tendency to act under uncertainty),

3. Flexibility in relation to strategy and market activities and the willing-
ness to change and intraorganizational flexibility (market and organi-
zational flexibility),

4. Exploration and exploitation of opportunities inherent in the environ-
ment of the organization and the unique competitive advantages of
having support in the organizational resources (exploration opportuni-
ties)

5. 'The set of entrepreneurial characteristics such as innovation, creativity,
willingness to take risks, and orientation to change (the entrepreneur-
ial personality) [Sutkowski 2012, pp. 382-398]. It’s worth stressing
that all of that variables depend on culture especially on one particular
dimension called by Hofstede uncertainty avoidance index.

Numerous researchers acknowledge the importance of the cultural context

for career decisions [e.g. Lent, Brown & Hackett 2000; Flores, Robitschek,
Celebi, Andersen & Hoang 2010; Leong 2010].
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Hayton, George, and Zahra [2002] stress that cultural values serve as a fil-
ter for the degree to which a society considers certain entrepreneurial behav-
iors as desirable. Hence, numerous authors have emphasized the importance
of understanding the impact of cultural norms on entrepreneurship.

Unconscious, deeply embedded and even irrational shared values shape the
way people perceive entrepreneurs and entrepreneurship. Cultural values indi-
cate the degree to which a society considers entrepreneurial behaviors, such as
risk taking or independent thinking, to be desirable. Cultures that value such
behaviors promote a propensity to develop and introduce innovation, whereas
cultures that reinforce conformity, group interests, and control over the future
are not likely to show risk-taking and entrepreneurial behavior. Therefore, it
is important to understand the research on national culture and its potential
influence on entrepreneurship.

McClelland predicted that cultures which valued achievement orientations
would exhibit higher levels of entrepreneurship. Even examples of personality
dimensions believed to be culturally determined include innovativeness, locus
of control, risk-taking, energy level [Thomas & Mueller, 2000].

Authors believe that the most important areas influencing attitudes to-
wards entrepreneurship in international comparative context will concern:

* culture (shaping among others entrepreneurial intentions (including
career choice), attitude towards risk taking, perceptions of own skills
and abilities,

* country’s infrastructure allowing entrepreneurs to relatively easy start
their business

That led us to creation of 5 research questions:

* RQ I Do Polish and British students vary in terms of their perception
on their entrepreneurial abilities and skills i.e. whether they believe
they have the skill and capabilities required to succeed as an entrepre-
neur?

* RQ2 Do Polish and British students vary in terms of their perception
on, chances of establishing their own business?

* RQ 3 Do Polish and British students vary in their perceptions regard-
ing the ease of starting a firm?

*  RQ 4 Whether both groups consider entrepreneurship to be highly
desirable career alternative for people with their education?

*  RQ 5Whether both groups consider starting a firm as the best way to

take advantage of their education?
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Methodology

Empirical illustration of the approach of Polish and British students to the
issues of entrepreneurship was based on quantitative research carried out in

Poland and the UK among Polish and British students. It should be noted that
this is the pilot study and the results cannot be generalized.

The research was conducted in May 2014. Participants in this study are 247
students 6 Universities in 2 different countries. Tables 1-3 show sample charac-
teristics. The sample from Poland (Warszawa, £6dz, Krakéw, Poznari) consisted
of 153 graduate and postgraduate students, the sample from the UK (London,
Leeds, Edinburgh), consisted of 94 graduate and postgraduate students.

Table 1. Characteristics of the respondents — location

Lp. Location Number of respondents Percentage
1 Poland 153 62%
2 Great Britain 94 38%
Total: 247 100%

Source: own study based on the research.

Table 2. Characteristics of the respondents — age

Lp. Age Number of responfents Percentage
1 19-25 99 40%
2 26-35 86 35%
3 over 35 62 25%
Total: 247 100%

Source: own study based on the research.

Table 3. Characteristics of the respondents — sex

Lp. Sex Number of responfents Percentage
1 Female 149 60%
2 Male 98 40%
Total: 247 100%

Source: own study based on the research.
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In this paper we addressed several questions:

RQ 1 Do Polish and British students vary in terms of their perception
on their entrepreneurial abilities and skills i.e. whether they believe
they have the skill and capabilities required to succeed as an entrepre-
neur.

Table 4. Perception of Polish and British students

Polish

I have the skill

and capabilities
required to 7% 8% 50% 23% 12%
succeed as an
entrepreneur

British

I have the skill

and capabilities
required to 45% 41% 10% 3% 1%
succeed as an
entrepreneur

Polish

| am confident
that | would
succeed if

| started a firm

10% 15% 40% 27% 7%

British

I am confident
that | would
succeed if

| started a firm

49% 39% 11% 1% 0%

Polish

It would be
comparatively
easy for me to
start a firm

8% 24% 48% 14% 6%

British

It would be
comparatively
easy for me to
start a firm

54% 44% 2% 0% 0%
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Polish

| personally
consider
entrepreneurship
to be highly
desirable career
alternative for
people with

mu educational
background

15%

12%

41%

25%

7%

British

| personally
consider
entrepreneurship
to be highly
desirable career
alternative for
people with

mu educational
background

51%

44%

4%

1%

0%

Polish

Starting a firm for
me would be the
best way to take
advantage of my
education

18%

23%

44%

10%

5%

British

Starting a firm for
me would be the
best way to take
advantage of my
education

55%

39%

3%

2%

0%

Source: own study based on the research.
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Discussion

Although a college degree program builds critical skills, few collleges and uni-
versities can fully prepare students for real-world challenges. Despite the sub-
stantial pressure to make good grades and to complete assignments on time,
few college experiences can match the demands of a regular, full-time job and
especially the career of an entrepreneur. Polish education system stresses theo-
retical aspects which give the students the perception that it would be better
for them to start as an employee first, gain practical experience and then try to
fulfill as an entrepreneur.

It is worth stressing here the role of uncertainty and risk. One can measure
the attitude to risk is by looking at public tolerance when offering a second
chance to people who failed to set up a successful business. However, accord-
ing to Eurobarometer 2012 on entrepreneurship people in both countries
seem to be quite understanding towards failing entrepreneurs and agree that
they should be given a second chance.

RQ2 Do Polish and British students vary in terms of their perception on,
chances of establishing their own business.

It comes as no surprise that entrepreneurs are rather an optimistic social group.
Optimism can help entrepreneurs persist in the face of a challenge. They re-
sults were not surprising at all. Complaining about the future of the country
is a long-standing Polish tradition. There’s an old joke about a Polish opti-
mist meeting a Polish pessimist: “Things are so bad, so terribly bad, that they
couldn’t possibly get any worse”, says the pessimist, to which the optimist re-
plies: “Don’t worry my friend, they could, they really could”. In Polish soci-
ety where pessimism is a bit high [Gladziuk 2014], there is a tendency to get
discouraged or rather not encouraged to venture into business because of fear
of failing, especially when the risk is high. The opposite obtains in the UK
and where the attitude, individual desire and strong optimistic approach were
significant features.

What is more people from the “more individualistic” countries of Western
Europe (see picture 1.) consider themselves as autonomous, more differenti-
ated from others and independent from social groups, compared with people
in “more collectivistic” countries. The Eastern European countries and Asia are
considered a bit more collectivistic, and people tend to perceive themselves us-
ing a sociocentric perspective, which is socially sensitive, more interdependent
and less differentiated, i.e. pursuing group rather than personal goals [Markus
& Kitayama 2003; Oyserman & Lee 2008]. That influences the desire and
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readiness to be either a part of an organization or becoming independent as an
entrepreneur.

RQ 3Would it be comparatively easy for both of the groups to start a firm?

The answers in a way confirm ease of doing business index. The ease of do-
ing business index is an index created by the World Bank. Higher rankings
indicate better, usually simpler, regulations for businesses and stronger pro-
tections of property rights. Empirical research funded by the World Bank
to justify their work show that the effect of improving these regulations on
economic growth is strong. As one can see Poland ranks 45 and the UK
ranks 10.

Table 5. Ease of doing business index — chosen countries

1 1 1 1 1 1 1 1 1 Singapore
2 2 2 2 2 2 4 4 4 Hong Kong
3 3 3 3 3 3 2 2 2 New Zealand
4 4 4 5 4 4 3 3 3 United States
5 5 5 6 6 5 5 6 6 Denmark

10 7 7 4 5 6 6 5 5 | United Kingdom

41 39 35 34 34 32 35 31 30 South Africa

42 43 41 36 56 | 65 54 | 51 55 Peru

43 45 42 39 37 49 67 74 63 Colombia
44 51 56 66 71 77 80 72 . Montenegro
45 55 62 70 72 72 71 64 56 Poland

Source: World Bank.
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Polish students far stronger believe that it is difficult for a local entrepre-
neur to open and run a small to medium size business.

Additionally it can be suggested that Polish tendency to complain discour-
ages young people form starting setting up their ventures. It is suggested that
the immediate personal environment (e.g., significant others) as well as the
broader socio-cultural context (e.g., societal culture) influence and affect en-
trepreneurship process. Specifically, the broader socio-cultural context is as-
sumed to exert its influence through the immediate personal environment on
entrepreneurship and career choice decisions.

It is also worth stressing that entrepreneurship rate is negatively related to
individualism when development is medium or low, and positively related to
individualism when the level of development is high (case of UK) [ Marfa-José
Pinillos, Luisa Reyes, 2011].

RQ 4 Whether both groups consider entrepreneurship to be highly desirable

career alternative for people with their education.

It is clearly visible that both groups differ considerably. On the one hand Brit-
ish students are increasingly disenchanted with career prospects as organiza-
tional employees. Fierce competition, cost-cutting pressures, and leveraged
buyouts have resulted in corporate restructurings that have undermined such
traditional values as employee loyalty, security, and ownership of results on the
other hand results show that Polish students desire work which provides a feel-
ing of accomplishment, job security, and the opportunity to acquire knowl-
edge and skills. One must admit that self-~employment as a proportion of total
UK employment is especially high in comparison with other OECD countries
[Blanchflower 2000, 2005] especially with Poland.

RQ 5 Whether both groups consider starting a firm as the best way to take

advantage of their education?

Here again, in case of Poland it can be explained by too theoretical models of
higher education. Students believe they can use their knowledge well when
being guided and mentored by real managers or business owners. They be-
lieve they need some sort of incubation. Bringing entrepreneurs in to help de-
sign curricula especially MBA programmes or undergraduate business degrees,
would provide the training they need to solve real, current problems through
companies of their own.
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Summary

Entrepreneurship is being recognized as an important factor for economic
growth and the regeneration of economies. The decision to start a venture has
both cultural and economic dimensions. The importance of different cultural
dimensions and their effects on entrepreneurship has been noted in a numer-
ous studies. This paper has attempted to explore the attitudes towards entre-
preneurship between Polish and British students.

The findings have some distinctive implications for Polish government,
policy makers and educators through determining the attitudes towards entre-
preneurship among Polish students. High or moderately high entrepreneurial
attitudes of the students require a long-term planning and policy making to
facilitate new venture creation for younger generation through providing the
funds and infrastructures as well as removing the impediments on the path to
become an entrepreneur and fostering entrepreneurial culture.
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Abstract

The aim of the article is to present cognitive challenges in the area of management.
Researchers and reflective managers still work on the identity of management
belonging to the social sciences. The paper depicts the connections between cognitive
problems (from the epistemological point of view), management methodology and
social practice. Management sciences are parts of historical discourse and because
of that epistemological and methodological levels have an impact on social practice.
The main concern of this paper is the role of the management scientist, consultant
and teacher. The analysis suggests that academic teacher and researcher are social
roles with a character that can be called universal. Practitioner is associated rather
with pragmatic aspect of management science. Practitioners are often regarded as
managers, but their roles in the organisation might as well be non-managerial.
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Introduction

Within management sciences one can identify various cognitive problems,
which are situated on epistemological level, but influenced also methodologi-
cal, pragmatic, and institutional levels. The rate of development of our scienc-
es in the society, as well as of the role they play, depends on the effectiveness of
coping with those problems.

This paper is the second publication from the series of three articles about
cognitive challenges in management science. It is the result of the further dis-
cussions and reflections concerning the cognitive problems of management af-
ter publication about epistemology of management. The question of identity
of management perceived like a social science is important mainly to research-
ers, but also to reflective managers. After considering the problem of ‘perma-
nent immaturity’ of management sciences, another cognitively fundamental
question is the relation between the theory and practice of management. The
paper shows the transfer of the cognitive problems from the most general epis-
temological field, by methodology of management, just to social practice. The
main concern of this paper is the role of the management scientist, consultant
and teacher.

Theory versus practice in management

The main challenge, accompanying management science since its beginning,
concerns the tension between theory and practice [Tranfield, Starkey 1998,
pp- 341-353]. Apart from many problems of the relation between the theory
and practice of management, I would like to focus on three important issues,
which are as follows:
*  position of researchers towards the problem of theory and practice of
management,
* diversified approach to the relation between the theory and practice on
the grounds of different paradigms of management,
* question of popularisation of the achievements of management sci-
ences.

Approach to the problem of the relation between the theory and practice of
management

In the area linking the theory of management with its practice the opinions
of researchers are very diverse. We find both, the supporters of a very close
relation between the management sciences with practice, as well as, on the op-
posite end of the continuum, the followers of dealing solely with the theory of
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management sciences, leaving the application to practitioners and consulting
sector [Duncan 1974, pp. 724-738]. For example, among researchers study-
ing the area of marketing, one can find supporters of the position that ‘market-
ing’ is primarily a management practice and not a scientific discipline [Figiel
2006, p. 36]. On the other hand, many researchers working on the theory of
organisation limit themselves to abstract analyses, distancing from application
problems [Hatch 2002].

Theory vs. practice of management from the paradigmatic perspective

In case of researchers working on the grounds of different paradigms of man-
agement, a slightly different approach to the problem of practical application
of our discipline can be valuable. Using the distribution of paradigms referring
to the matrix, developed by G. Burrell and G. Morgan [1979], which was later
modified by me, it can be indicated that Critical Management Studies para-
digm tends to involve, in principle, in the practice of management. One of the
fundamental postulates of CMS is conducting emancipation activities towards
disadvantaged groups, which is accompanied by demystification of the ideol-
ogy of managerism [Sutkowski 2006]. However, after analyzing the literature
of CMS, one can indeed find a lot of theoretical texts which do not touch the
application problems of the described concepts.

Popularisation of the achievements of management sciences

The researchers in the management field very often try to popularize and or-
ganize the discipline. Such kind of pragmatism means that management sci-
ence belongs to practical sciences and practical usefulness is of scientific val-
ue. Although paths of management theory and practice diverge increasingly
[Micklewaith, Woolridge 1998, pp. 19-20]. The development of management
theory is now an academic activity, promoted more and more often in aca-
demic literature, while practical achievements are still not estimated in a suf-
ficient way. Due to the development of professionalization and specialisation,
management science starts to be hermetic. It operates on systems of notions,
language and values which are not easy to analyse not only for amateurs but
also for researchers who are not academic ones. There is a need for the sci-
ence popularisation, the most essential scientific findings could be presented
to the readers, which allows people interested to choose concepts that would
be worth deeper cognition and implementation. This popularisation may lead
to the more complex theories which would end in social consciousness. But
there is a thin line between popularisation and also vulgarisation of science,
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for example between the simplified essence of the presented theory and the
deformation of its results. It can be observed that this line is crossed in various
publications in the field of management and the rest of social sciences disci-
plines. We can give examples of publications, easy to access on the Internet
and in bookshops, containing the knowledge on management that cannot be
trusted. Authors present themselves as ‘management gurus’, with the aim to
advertise their way of depicting things. They are not really gurus like Peter
Drucker, Philip Kotler or Igor Ansoff who were known for combining popu-
larisation with valuable theory. Besides, we have nowadays an advisory sector
between the business sector and business schools, it uses academic work only
to a certain extent. As a consequence, the level of division between theory and
management practice grows bigger. Due to marketing reasons, the promoted
advisory concepts are shown in an uncritical way which leads to lowering the
authority of management science [Sutkowski 2012, pp. 13-23]. For instance,
the thoughtless attitude to organizational culture, management values and re-
engineering and also using those concepts in an inappropriate way make the
managers believe research environment would not be of any use and is not
trustworthy [Strang, Macy 2001, pp. 147-182].

The researchers play the most important roles in the institutional structure
of science, as they work on developing the discipline, as well as the academic
teacher who transfer the knowledge to others. We cannot imagine management
without practice, researchers and theoreticians often deal with business activi-
ties. The roles of practitioners are more visibly seen than in other social sciences.
The borderline between consulting and scientific activity is not clear. Pragma-
tism requires organisational changes, created and implemented by researchers,
and consultants focus on the knowledge about how the organization functions.
The most popular concepts are evoked by authors that can be called “gurus”.
As long as the diversity of social roles and approaches of practitioners and theo-
reticians is to be concerned, we should analyse the questions about identity of
teachers and researchers, which include:

1. destruction of good managerial practice by “pseudo-theories” of man-

agement “gurus” [Ghoshal 2005, pp. 75-91];

2. ideology and fashion in management;

3. split personality of researchers, practical and theoretical minds;

4. cultural and social conditions of the management researchers and spe-

cialists role;

5. the situation of researchers and specialists in our country, not forget-

ting about the position of Polish managers in the global world.
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Role of management scientists

E Znaniecki depicted the division of the social roles of scientists: practitioners
— specialists, scholars, explorers — researchers [Znaniecki 1984]. E. Gummson
focuses on the social roles of researchers and gives descriptions which are grad-
ual, from scientific work without anything else, through consulting, to man-

agement:

1. analyst — intellectual work in its pure form;

2. project participant — intellectual work in a team, in an organisation;

3. therapist/moderator — intellectual work with an attention paid to
emotionality, cooperation, interpersonal relations;

4. organizational development (OD) consultant — combing intellectual
work and being sensitive to interpersonal relations;

5. an agent of changes — work that is action-oriented;

6. external board director — oriented on action and decision-making but
as well on knowledge and introducing changes;

7. manager — working in the organisation, emphasis on action [Gummson

1991, p. 39].

This division was to help to describe the levels of researchers involvement
in an organisation. All of the roles can have practical and theoretical orienta-
tions (which is illustrated in table 1). All of them also require wide knowledge
about how the organisation works, they can then use it for some scientific pur-
poses. This means the link between researchers and practitioners: increasing
theoretical knowledge and discovering more about the organisation.
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Table 1. Scientific and consulting roles

Identification
and identity

Scientific environment

Managers, external board
directors

Aims

Getting knowledge, scientific
position (publications, quotes)

Customer satisfaction, an image
that would lead to the position
on the market

Research area

Related to research projects

Thin chosen area of
organisational consultancy

Perspective

Focusing on the development
of theory, practice as a help
for the process of creating the
theory

Practical orientation, theory
is be useful when it is used to
implement the practice

research by the academic circles

Methods Cognitive effectiveness and Pragmatic effectiveness
access to the study subject
Quality Assessment of the quality of Assessment of the consultancy

quality by customers and the

market

Source: E. Gummson, Qualitative methods in management research, Newbury Park,
Calif.: Sage Publications, 1991, p. 172.

Scientists in the field of management can be settled in different social
roles, such as: practitioner, researcher, academic teacher and even so called
‘guru’. Others are also possible, but these four would help to emphasise on
the differences. Researchers treat the organisation as an object of cognition,
while teachers find the transmission of knowledge valuable, and in the same
time practitioners try to introduce some changes. Gurus focus on intuitive
cognition which also may end in changes being made [Peters 1994]. The ap-
proach for the output of management, looking for certainty and orientation
versus action also shows differences between the roles of scientists in the area
of management. Researchers use the management output to put the emphasis
on cognition and probable knowledge. The ethos of the researcher is of a value
for them, and their readers are mostly from the academic environment. Aca-
demic teachers make the output popular, with the use of the canon of prob-
able knowledge, but their main field of interest is not cognition but commu-
nication activities. They adopt the ethos of the teacher, and their audiences
are most often students. Practitioners focus on activities, not always following
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the rules of management methodology. Similarly consultants, whose audience
usually involve managers, employees and customers of an organisation.

Table 2. Social scientists’ roles in the area of management

Study subject |Organisation |Organisation Organisation | Organisation
as a subject as a place as a subject of |asan object
of scientific of the social changes of intuitive
cognition (in | transmission of cognition
search forthe |knowledge and changes
truth)

Attitude Focusingonit |Popularisation |Adaptation of |A declaration

towards the | (theorising) of it the pragmatic | of rejecting it

discipline methodology

output of the

discipline

Looking for Searching Searching for Working in A suggestion

certainty for high the transmission | uncertain of certainty
probability of the canon conditions

of probable
knowledge

Cognition or | Cognition Communication |Activities Activities

action

Professional | A scientistand | An academic A consultant | A witch

ethos a researcher teacher doctor and

a prophet

Audience Scientific Students Employees, Followers
environment managers and |-business

customers people

Source: own work.

Conclusions

The roles very often combine with each other. Researchers become academic
teachers and some can also be regarded as ‘management gurus’. The division
can be seen as indistinct. A researcher may have a very specific work which
can end in individual solutions without any place for generalisation or on the
opposite — he might work on a general research with no connotations with
practice. Management researchers often work in other fields, such as economy,
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organizational sociology or anthropology. The dominant view of management
scholars is that there is a necessity of intervention and dialogue between aca-
demic and managerial world [Abrahamson, Eisenman 2001, pp. 67-76].

The analysis suggests that academic teacher and researcher are social roles
with a character that can be called universal. Practitioner is more connected
with pragmatic aspect of management science. Practitioners are often regarded
as managers, but their roles in the organisation might as well be non-manage-

rial [Sutkowski 2013, ch. 5].
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Abstract

Marketing and logistics management is now becoming an interesting concept
for entrepreneurs, and thus perpetuates the belief that the skills of marketing
and logistics of the company contributes to the improvement of the company’s
competitive position in the market. The activity of businesses from the SME sector
is based on a much more modest material resources than it is in large enterprises,
thus building logistic and marketing advantages through innovation strategies is often
the right direction of improving the competitiveness of the SME sector. The aim of
the paper is to present the areas and potential use of new methods of management,
with the application of integration of marketing management and logistics processes.
Knowledge of the characteristics of both types of processes in the SME sector
becomes necessary. Insufficient knowledge of marketing and logistics in SMEs, both in
the field of logistics and marketing should be complemented by the development of
educational offer by institutions of science.

Key words: SME sector, marketing and logistics management, innovation strategies.

Introduction

Interdisciplinary marketing and logistics approach to management of a SMEs
business can become an interesting approach from the entrepreneurs’ perspec-
tive, and thus the added effect of the application of this method is to improve
the marketing and logistics skills. Interdisciplinary perception of phenomena
and processes in the company contributes to the growth of knowledge about
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the processes in the company and allows a broader look at the changes in the
environment. Logistics is an organizational function which shares responsibili-
ties with Marketing and Production. Companies were traditionally organised
according to two main areas: Production and Marketing, considering the rest
as auxiliary or support functions [Gimenez, Ventura 2003, p 20]. The founda-
tion of the activity of SMEs sector businesses is a much lower level of material
resources than it is in large enterprises, thus building the intangible resources
by improving logistics and marketing skills often means investing in enhanc-
ing the competitiveness of SME companies. The consequence of the adoption
of market orientation by SMEs is the desire to make broad innovation in all
areas of the company, in the spirit of the maximum satisfaction of the needs of
buyers.

The aim of this article is presentation of the significance and place of in-
novation in the marketing and logistics management of the company in the
development of SME sector. Marketing and logistics management model as an
innovation in the management of the SME company and conditions of imple-
mentation of this method of management will be presented on the example of
study of SMEs businesses in the confectionery industry. There was formulated
hypothesis that in SMEs is necessary to integrate both an area for better obser-
vation of the market and recognizing the expectation of clients. In the article
the observations of 30 SMEs are presented, the group was not representative
and conclusion can be confirmed only to researched group.

Marketing and logistics management as an innovation in the SMEs sector

The introduction of the extended definition of innovation according to the
Oslo Manual [Oslo Manual, 2005] gives the opportunity to make changes of
the statistical data in relation to SMEs enterprises, introducing innovations
based on improvements and changes of products and processes of imitative
character. Contemporary typology of innovation distinguishes the new divi-
sion of innovation, according to specific criteria from the Oslo Manual; these
are innovations related to: product, process, organization, marketing [OECD,
2010, p.5]. In the 2008 edition of statistical surveys of innovation the Cen-
tral Statistical Office introduced the existing data on technological innova-
tion (product and process), also non-technological innovations (marketing
and organizational). Non-technological innovations, until recently, were not
considered as important as product and process innovations. In recent years,
they have been included in the research of innovation of businesses and they
are gaining importance in the companies themselves. The associations with
non-technological innovation with strategic decisions, such as decisions on
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technology investments e.g. the purchase of technology or new machinery or
equipment, have also been noted. Marketing innovations are related to the
implementation of a new marketing method that involves significant changes
in the design/construction of a product or in packaging, distribution, promo-
tion or pricing strategy [Oslo Manual 2005, p. 49]. The objective of the imple-
mentation is to meet the needs of customers in a better way, open new markets
and new product positioning in the market to increase sales. Organisational
innovations mean the implementation of a new organizational method in the
firm’s business practices, workplace organization or relations with the environ-
ment. They are implemented in order to e.g. achieve better results by reducing
administrative costs or transaction costs, raising the level of job satisfaction,
access to assets that are not traded (such as non-codified external knowledge)
or reducing the cost of supplies.

The most important logistics processes in SMEs enterprise include the fol-
lowing activities: the supply of products and materials, parts, components and
assemblies, forecasting demand and purchasing policy, the flow of informa-
tion, marketing processes, management and control of resources, distribution
— order processing, transport organization, handling of complaints, storage,
waste management, financial management.

These processes are of much more modest size and scope than in large
companies, nevertheless for the owner of a micro-business they are extreme-
ly important from the point of view of their preparation, course and effects.
Therefore, contemporary companies are building management methods to in-
tegrate many aspects of business. It is already a well-known issue of marketing
mix, currently the concept of marketing and logistics management and logis-
tics-mix instruments, combining logistics with lean-management and reengi-
neering are discussed. Each of these concepts requires an individual approach
and adjusting management methods to the characteristics of the business.

The superior feature that characterizes the contemporary SMEs business
is to provide value to customers. Customer requirements are becoming more
and more diverse, as the awareness of the importance of quality is constantly
increasing, and expectations of customers are inevitably growing. In particular,
it is a necessity of orientation to time and quality management, and the for-
mation of a growing number of interrelations. Marketing and logistics man-
agement principles can be formulated on the basis of the theory of the “right
bundle of values [Dytwald 1997, pp. 49-54]. This theory defines three vari-
ants of delivering value to customers:

*  Operational Excellence variant — expressed in offering the customers

products and services at the most attractive price. It is shaped by the
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optimization of processes from the point of view of costs, time, flex-
ibility, efficiency, customer comfort and developing effective course of
processes,

*  Product Leadership variant — depending on innovations, designing
new products and their introduction to the market, developing new
organizational structures based on processes,

e Customer Intimacy variant, adjusting to the needs of an individual
customer — expressed through finding the needs of the customer and
his chain of values and building long-lasting relations with him.

The theory of the right bundle of values formulated by M. Treacy and

E Wiersema [Treacy, Wiersema 1995] indicates the integration of logistics
and marketing processes in the enterprise. Developing new product concepts,
building long-term relationships with customers and adjusting logistics pro-
cesses of material and information flows confirm the need for simultaneous
use of the instruments of marketing and logistics. At the same time innova-
tions are presented as the basis for the implementation of marketing and lo-
gistics activities. Szymura-Tyc complements the theory with the concept of
building marketing assets — building the competitive advantage of the com-
pany. Marketing assets consist of: outstanding products, favourable price,
brand identity, links in the distribution channels, the reputation and image of
the company [Szymura-Tyc 2001]. Considerations may be supplemented by
a model of integration of marketing assets with logistics assets, which include:
the unique ability to create logistics processes, the dynamics of processes, flex-
ibility of components of logistics processes and the effectiveness and efficiency
of logistics processes — affecting the attractiveness of logistics for the customer.

Innovative process in SMEs business

According to Schumpeter’s theory, innovations are born as a result of scien-
tific research, leading to the transformation of knowledge into material form.
Schumpeter identified innovation primarily with the introduction of new
products to the production or improving the existing ones, the introduction
of new or improved production methods [Schumpeter 1960, p. 322]. He ex-
panded the concept of innovation to other activities of enterprises, such as the
opening of a new market, application of a new method of sale or purchase,
the use of new raw materials or semi-finished products, the introduction of
a new organization of production. It should be emphasized that Schumpeter’s
theories assumed that the main innovators are large enterprises — hence called
“innovators” while he included SME companies to the group of “imitators”.
Schumpeter’s views are not currently justified in economic practice [Stawasz,
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1999, p. 50] and, according to contemporary researchers small and medi-
um-sized enterprises more responsive to signals from the environment and
changing needs of customers. They can therefore act more flexibly, innovate
faster and shorten the time of their implementation and commercialization
[Nowacki, Staniewski 2010, p. 16].

In Poland studies of innovation of businesses are conducted by the Central
Statistical Office and the results are published in “Innovative activities of en-
terprises” and “Science and Technology” publications. The studies of the CSO
do not show a cross-section of the whole sector because they do not distinguish
micro-enterprises', providing statistical data for companies employing at least
10 people [Juchniewicz, Grzybowska 2010, p. 34]. Only since 2009, surveys
on innovation have also been directed to microbusinesses. The CSO research
results indicate low innovativeness of enterprises in Poland. The report of the
European Commission also shows that the level of Summary Innovation Index
in Poland is less than the average in all the countries of the European Union.
Poland was included in the catching-up countries. According to European re-
searchers this level of innovation in Poland is due to the country’s low expen-
ditures on R&D [European Innovation Scoreboard, 2006]. The research con-
ducted by Borkowski [Borkowski 2011, p. 43] indicates that SME enterprises
are willing to use EU funds conducting innovation-related activities within the
Innovative Economy programme. However, the financial support is not suf-
ficient to create a professional R&D departments in those companies or using
the services of institutions, such as universities, scientific and research centres,
consulting companies and specialists — experts. Borkowski indicates that the
most commonly implemented innovation in SMEs were:

*  product innovations (27%) — new product or service, image change of

existing products,

*  process innovations (37%) — new or improved technological processes,

* organizational innovations (10%) — new software, new methods for

development of staff competences,

* marketing innovations (18%) — change of the image of products,

* ccological innovations — environmental protection, ecological policy

(15%).

Research by Wojnicka [Wojnicka 2011] indicates that those companies
which conduct focused and coherent strategy in the field of innovation, they
have a better chance of success in obtaining and maintaining competitive ad-
vantage. According L. Biatori and D. Janczewska examination and assessment

1 This situation may be due to methodology, different from the applied in EU countries.
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of the factors allowing the creation of innovative ideas in order to their real-
ization, implementation and commercialization is the fundamental problem
while developing a strategy of innovation [Biatoni, Janczewska 2009]. Indeed,
the preparation of such a diagnosis in the SMEs company can be difhicult,
due to insufficient knowledge about the essence of innovation and innovation
process®. In one owner’s company, as well as in its competitor’s business, the
characteristics of the sources of innovation and methods of forecasting future
events are important in order to formulate steps of innovation strategy.

Authors’ study of confectionery sector

Confectionery branch in Poland includes more than 1000 companies, of
which only 10 belong to the group of large enterprises, while the others can be
classified as micro, small and medium-enterprises. The study was conducted in
30 SME:s enterprises from the confectionery industry, of which 20% account
for micro-enterprises, 50% — small firms and 30% of medium-sized compa-
nies. Companies were located in the following state voivodships: Kuyavian-
Pomeranian, Lodz, Mazovian, and Lesser-Poland.

The aim of researches was description of connecting the marketing instru-
ments and logistic methods in management of enterprise. There was formulated
a hypothesis that in SME:s it is necessary to integrate both of area for reaching
the better observation of the market and recognizing the expectation of clients.

Surveyed SMEs companies from the confectionery industry declared their
own market strategies as strategies based on building relationships with cus-
tomers, on improving marketing processes or processes related to the improve-
ment of work organization. At the same time they pointed to barriers in the
form of external instruments for innovation support system of this type such
as available credit, access to knowledge and expert advice. The author’s own
research conducted among SMEs enterprises in the confectionery industry
showed a growing interest in non-technological innovation of SMEs enterpris-
es, such as organizational and marketing innovation. In the surveyed SMEs
enterprises from the confectionery industry there have been manifestations of
marketing and logistics management based on a combination of marketing

? During discussions in the SME businesses of confectionery sector, the owners claimed
that innovations do not exist in their companies, treating the concept of ,innovation’ as

a new product or a breakthrough invention. After the analysis of changes implemented in
their businesses there have been identified a number of innovations: product, marketing
and ecological innovations in the area of confectionery production. Also, numerous
organizational changes were implemented as well as independently designed innovative
systems of information flow.
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activities with logistics system of the company. The analysis of the logistics
aspect of the formulation of marketing and logistics management in the stud-
ied confectionery companies led to the identification of process steps for its
implementation.

These steps can be presented as follows:

e Step I. Gathering the necessary marketing knowledge to determine the
market position of the company and its resources as well as the knowl-
edge about the environment.

e Step II. Accumulation of logistics knowledge including definition of
logistics processes in SMEs and creating a system of communication
with buyers.

*  Step III. Formulating marketing offer and logistics offer — by matching
the company’s resources to customers expectations.

e Step IV. Developing marketing and logistics strategy through the
choice of methods and means of achieving an integrated strategy —
based on the marketing and logistics analysis as well as the definition
of supplementary activities in the area of marketing and logistics.

*  Step V. Monitoring the implementation of marketing and logistics
process of SME business management through the selection and pe-
riodic assessment of the performance indicators of the same process.

The share of SMEs companies applying marketing and logistics manage-
ment as a management method was 30%, which means that other surveyed
SME:s did not perceive benefits arising as a result of the application of inte-
grated management. In companies which did not apply the marketing and
logistics management system, the definition of logistics-marketing system was
related to barriers of lack of knowledge about marketing and logistics. The
purpose of organizational innovation was primarily to achieve better financial
results, higher efficiency, better use of human resources and intellectual capital
of SMEs. Marketing innovations included the implementation of new market-
ing methods related to marketing-mix.

Especially in the area of promotion (i.e. marketing information) SMEs
businesses introduced wider marketing at fairs, online advertising and other
forms of promotion. With respect to forms of product innovation, the innova-
tions have occurred as a complete redesign of the product in terms of its struc-
ture, construction, and use. The SMEs surveyed pointed to the introduction
of new types of packaging, more convenient for the buyers, or consistent with
the requirements of quality and environmental standards. Innovations in pro-
motion were related to the introduction of new methods and forms of promo-
tion of new products or promotion of the company as a whole.
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Understanding the relationship between the SMEs enterprise and other
market elements allows the identification of barriers in achieving SMEs suc-
cess in the market and matching logistics strategies and innovation to market
needs. One of the aspects of marketing analysis of determinants of innova-
tive activity is gathering information on the types of innovation already imple-
mented in the relevant market and the effects of innovation brought about
after its implementation — both tangible and intangible (hard effects — soft
effects). Marketing support of logistics processes in the company is shown in

Table 1.

Table 1. Marketing support of logistics processes

Supplies and
management
of materials

Processes run intermittently,
free - dependent on the
level of financial resources.
Contracts for raw pastry
relate to smaller quantities.

Starting the process and its
course are dependent on
market research and customer
expectations.

Production logistics /
logistics of services

Confectionery
manufacturing processes
implemented using
manual labour, lack of
automation, often lack of the
implementation of quality
management systems.
Process infrastructure
adjusted to the financial
capacity of the entrepreneur.

Adjusting the volume of
production and its type to
market expectations and offer
of competitive companies.

Transport

The company focused on
minimizing costs, transport
processes carried out by its

own means of transport.

Marketing analysis and
customer segmentation to
optimize transport routes and
the correct choice of means of
transport and prices.

Storage

Warehouse processes carried
out by hand, minimal use of
machinery and equipment,

including computers.

Quantitative parameters of the
flow of goods in the warehouse
are adjusted to the needs of
the market. Marketing analyses
determine the size of demand.
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Control and replenishment is
carried out using traditional Changes in the level of
methods, computers are inventories arising from the
used occasionally, lack of needs of the market and
specialized programs to help customer structure.
manage inventory.

Management
of resources

Environmental management

% is not implemented in the The study of environment
(= systematic way, the activities | enables marketing planning,
o % in the context of reverse taking into account the
= = logistics are implemented applicable environmental

€ sporadically; lack of interest regulations.

in waste management.

Source: author’s own study on the basis of D. Janczewska (2012), Zarzqdzanie dziataniami
marketingowymi w mikroprzedsi¢biorstwach [w:] Ekonomiczno-prawne aspekty prowadze-
nia dziatalnosci gospodarczej w Polsce [red.:] A. Cheda, Wyd. Fundacja Ius Medicinae,
Warszawa, p. 128—129.

The subjects of the diagnosis were: marketing and logistics potential of
companies [Janczewska 2014, p. 155], management of the company, and its
framework of innovation management. The success of the implementation of
innovative management practices is the effect of the climate for innovation
in the company and incentive system for the employees — participants of the
innovation process, the competence of managers and employees as well as the
way in which the company conducts marketing innovation. Based on the ex-
amination of management of logistics and marketing processes in the surveyed
confectionery enterprises the following model of action has been proposed,
which has been used, among other things in the contract with a large retail
chain — as shown in Fig. 2.
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Fig.2. Innovation management procedure in logistics and marketing
process of creating value for the customer

1. IDENTIFICATION OF MARKETING AND LOGISTICS
POTENTIAL OF THE COMPANY: Analysis of the activity,
market, competitive environment, market segmenta-
tion, Analysis of competitors.

v

2. MARKET OFFER: PRODUCT / SERVICE - marketing
instruments of the company 5P:
(marketing-mix): Product, Price, Promotion - adverti-

sing, Place, People

3. LOGISTICS OFFER - defining sources of supply,
defining production process, defining means storage
means, selection of distribution channels, defining
delivery time and means of transport, choice of formal
documents (contracts, conditions), customer relations.

v

4. Identification of key values PRODUCT/SERVICE for
the customer : Research of customers (questionna-
ire, analysis, conclusions), business reaction towards
customer expectations, defining key values.

v

5. Elements of marketing and logistics strategy acco-
unting for creating value for the customer:

Final concept of the product - based on the value for
the customer.

Source: author’s own study.
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It should also be remembered that the important role (and perhaps even
decisive for the success of implementation of innovations) — is the person of
the entrepreneur. These and other elements of management must also be diag-
nosed under the conditions of innovation. The typology of innovation alone
can contribute to the selection of the best innovative activity for the SME
company.

Summary

Article presented observations of integration of marketing instruments and
logistic methods in managing of SMEs in confectionery branch. The hypoth-
esis was confirmed that integration of the marketing and logistic is necessary
to growth of competitiveness of SMEs. Identification of both areas: market-
ing and logistic give possibilities to benefit from the implementation of mar-
keting and logistics management as an innovation in the management of the
SME company requires broad knowledge and collection of data about the
possible use of innovation in the enterprise. Innovation strategy formulation
— is associated with the logistics of supply and distribution, by gathering in-
formation about the environment, activities of competitive businesses. It be-
comes necessary to raise the level of education of modern managers through
participation in training and postgraduate studies both in the field of logistics
and marketing.
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Abstract:

Based on the literature review, significant benefits have been identified out of the
implementation of Business Intelligence. However, risks have been also discovered,
and they were mainly connected with an improper change management during the
process of the Bl systems implementation. Further direction for a development of
Bl system has been discussed, focusing in particular on maturity models available in
the literature. The paper highlights the fact that maturity models currently available
in the literature do not take comprehensively into account all aspects of the deve-
lopment of Bl in organizations. Therefore, there is a need for further research in this
field of science.

Key words: Business Intelligence, benefits, risks, developments, maturity models.

Introduction

Business Intelligence (BI) systems have become an integral part of running
a business in the twenty-first century due to constantly increasing needs of
organizations in the field of analysis, interpretation and data processing.

The definition of Business Intelligence refers to a broad concept of busi-
ness intelligence which is designed to support and to improve decision mak-
ing, and which, in turn, should lead to increase in the efficiency of an organi-
zation. However, the implementation of a BI system by itself cannot guarantee
satisfactory results. To be successful, the management team has to make a se-
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ries of decisions aimed at improving an organization, based on information
from a BI system.

The purpose of this study is to identify the benefits and risks of the BI
systems implementation in an organization and to discuss future direction of
the Business Intelligence systems based on a review of the current scientific
achievements.

The first part of this article highlights the important aspects associated
with the implementation of the BI systems: it discusses the potential risks
which may result in a failure of the BI project, while on the other hand, it also
specifies a number of benefits which arise due to implementing a BI system.

The second part focuses on the directions for a development of the BI
systems. Thirteen maturity models are compared and an attempt is made to
determine whether or not they fully meet the needs of today’s organizations.
This is done in the context of determining the precise direction for develop-
ment of the BI systems.

Business Intelligence for an organization - the benefits and risks

Key benefits and risks for an organization are created by the process of imple-
mentation and use of the BI systems. Risks are associated with engaging ad-
ditional resources of an organization it the very process of implementation
of BI, while the benefits occur only when such engagement gives measurable
outcomes.

“It’s not just a data processing technique, but also management techniques,
personnel motivation and stimulating real demand for information” writes
P. Adamczewski on the process of implementation of Business Intelligence.
The author agrees with Adamczewski’s opinion that situation in the market is
that of increased availability of cheaper and more eflicient BI solutions, how-
ever at the same time there is a lack of concept of their use [Adamczewski
2012, pp. 65-75]. This conclusion is also confirmed by S. and W. Williams
who hold that Business Intelligence systems bring a completely new analyti-
cal capabilities for an organization, however achieving success is contingent
on a good game of the whole team until the end of a match. Therefore, the
timing of implementation of BI can be compared to going on the break after
the first half of a football match in the role of leading the team. [Williams and
Williams 2003].

Moreover, the BI project can be successful in the financial sense but it may
cause a loss on other projects. This can happen, for example, as a result of the
involvement of key employees in the implementation of BI which can lead to
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a decrease in the efficiency of their “business as usual” activities. Successful im-
plementation of Bl in an organization is dependent on a professional change
management, because the implementation itself (understood as intangible as-
sets) leads to a reduction of a company’s value due to the fact that it consumes
resources of an organization [Surma 2009].

Furthermore, P Adamczewski also points out that the implementation
of Business Intelligence can favor reorientation of a company on the path
where the goal is to become “intelligent organization”. This term refers to
a learning organization which is based on philosophy of knowledge manage-
ment [Koronios and Yeoh 2010, p. 35]. Such an organization has an ability
to acquire knowledge and to use it to improve efhiciency and competitiveness
[Orzechowski 2008, p. 143].

Research of Bara and N. D. Knezevic is an extension of the above idea.
The researchers discuss the learning process which is possible through the use
of Business Intelligence technology since details of the actions taken (as a re-
sult of the BI use) are stored in a data source of a BI system. At the same time,
these researchers point out a significant factor of latency in the decision mak-
ing process. They distinguish three types of latency: 1) data latency — when
data are available in the data warehouse; 2) analysis latency — when data is
available to applications and users ; 3) decision latency — period of time be-
tween receiving information and making a decision. There are two kinds of
gaps between the time needed for each of these three stage: the gap of knowl-
edge and a decision making gap [Bara and Knezevic 2013, pp. 27-42]. This

phenomenon is shown on Figure 1 for better visualization.

Figure 1. Gap in knowledge and decision-making
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As indicated by the literature, the following relationship occurs with a de-
velopment of technology: possibilities for analysis and decision-making capa-
bilities using large data sets do not grow as fast as the ability to collect data.
There is much more data stored than current systems are able to analyze. Ac-
cordingly, the ability to identify an organization’s relevant data becomes an im-
portant skill. In 2005, Y. Chen developed the method of valuation of the data
set. In his method, usage counters, scalability rates and weight of the stages of
life are arbitrarily determined in such a way that the oldest periods are granted
to the smallest value. The disadvantage of this method is the high degree of
complexity, the need to store multiple usage counters and arbitrary setting of
parameters [Chen 2005].

However, in 2007 a method was proposed which calculates the likelihood
of using harvest in the future on the basis of three parameters: file age range
(in days), number of the registered file access operations (ranges) and type of
a file. Unfortunately, due to the high degree of complexity and the need to
determine the appropriate criteria of grouping, this method is not suitable for
universal use [Turczyk, Gropl, Libau and Steinmetz 2007].

The next method has been proposed by H. Jin in 2008, where the valua-
tion of the data set use parameters reflecting the supply side (size and speed of
access to the data set) and demand side (expected period of use of the data set
in the future, the number of users of the data set in the past, the relationship
between the number of stored data and the number of accesses in the day).
The disadvantage of the above method, in addition to its complexity, lies in
the need to maintain multiple counters [Jin, Xiong and Wu 2008].

To sum up, all the above mentioned methods have one fundamental
disadvantage: their practical implementation is very difficult. Importantly,
J. Swacha has developed an original data set valuation method which, unlike
the previously described methods, is simple in a practical implementation and
automation. Its use does not require large data volume and it has only two pa-
rameters: time and frequency of use [Swacha 2011, pp. 108-119].

Wrong decisions, often made on the basis of intuition, may be critical for
the company. Before the era of computer technology decisions were made
mainly on the basis of estimations, assumptions and intuition [Maria 2009,
pp- 996-1000]. Nowadays, thanks to the BI systems, we can move away from
this type of practice to make decisions based on hard data gathered from infor-
mation systems. However, the process of data collection and processing is very
time-consuming.

As it is shown in Figure 2, organizations are able to reduce significantly the
time needed for data collection, processing and analysis of data through the



Business Intelligence in Organization... 137

implementation of BI [Bara and Knezevic 2013, pp. 27-42]. In organizations
which do not use the BI systems, 80% of analysts’ time is spent on data collec-
tion, and only 20% for analysis.

Figure 2. The Benefit of Reducing Latency
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Research conducted by D. Bara and N. D. Knezevic indicates that through
the use of BI systems the time spent on data collection can be reduced by
3.5 times. As a result, the employees can spend more time on analysis and
decision-making.

The aforementioned increase in employees’ efficiency is also possible
through the use of advanced visualization available in Business Intelligence
systems which is characterized by increased information capacity. One of the
examples of such visualization is a managerial dashboard. As evidenced by re-
search conducted by the University of Economics in Wroclaw and UNIT4
Teta BI Center (a company which focuses on the development of intelligent
dashboard for managers of SMEs), managerial dashboards can monitor such
elements as financial ratios, credit standing, data mining, predictions, simula-
tions, clustering, alerts and decision rules [Korczak, Dudycz and Dyczkowski
2012, pp. 27-37]. Unfortunately, from the point of view of the managers of
small and medium-sized enterprises, the techniques mentioned above are cur-
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rently inaccessible due to high costs of implementation of BI systems. How-
ever with the development of science, the availability of such solutions should
be increased in the future.

Developments

BI development may be considered in four contexts: additional functional-
ities, availability in the formula of open source, storage technology and data
processing and, finally, as a result/ in the context of maturity models which are
a quest for excellence.

A new trend of Business Performance Management (BPM), which is con-
sidered to be the successor of Business Intelligence systems, has been receiving
increasingly more attention in literature from the field of Business Intelligence.
Theoretically, BMP has a wider range of functionality than his younger brother
BI. BMP’s extended functionality, as mentioned in the literature, can include
business process modeling, automatic monitoring of indicators, notification of
deviations from established standards, and finally, combining different sources
into one interface. Systems of BPM class focus on processes, improve their ef-
ficiency and they are designed to automate and to support these processes. The
correct implementation of a BPM system offers the following benefits: faster re-
sponse to changing conditions and development, increased operational efficiency,
highlighted relationship with a customer, as well as improved relationship be-
tween budgeting, planning and strategy of an organization. Proper implementa-
tion of BMP also increases the return on I'T investments, it allows to increase the
likelihood of delivering projects in accordance with the assumptions and it re-
duces business risk [Ziemba and Obtak 2012, pp. 71-85]. According to E. Ziem-
ba and L. Oblak, BPM systems are the next generation of Business Intelligence.
However in the author’s opinion, this conclusion seems to be erroneous due to
two main reasons: definition of BI systems is quite ambitious, and majority of
BPM features are already provided by modern Business Intelligence systems.

Before choosing a supplier of Business Intelligence system, a company
should also consider an option of purchasing open source BI software. Among
the biggest advantages of this approach are much lower implementation costs.
In addition to a detailed comparison of the pros and cons of open source sys-
tems and professional solutions, D. Celiiska and M. Lasek also conducted
a SWOT analysis of open source solutions. Their conclusion is consistent with
the report published by Gartner?, which concludes that a significant develop-

! The main area of activity of Gartner company is advising on decisions on information

technology.
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ment of open source software in the area of Bl is forecasted due to finding that
open source solutions present more opportunities than threats to a company
[Celiniska and Lasek 2012, pp. 20-27].

Another important decision for a manager who wants to opt for a BI solu-
tion is the choice between solutions in the cloud and the traditional approach
(which means Bl implementation on a company’s own IT infrastructure). M.
Muntean and C. Muntan conducted a research examining the impact of im-
plementation of Business Intelligence system in a medium-sized company in
two variants: 1) Business Intelligence as a service — where system is available in
the cloud (SaaS?); and 2) BI deployment as the traditional approach in an or-
ganization (client-side infrastructure, established higher initial cost compared
to SaaS). Monte Carlo simulation showed that the impact of BI implementa-
tion on the level of ROE and ROI depending on the selected economic val-
ues (a certain cost assumed in each variant) is much more beneficial in the
first approach (SaaS) than in the traditional approach. These results were also
confirmed on real data from a sample of medium-sized Romanian companies
[Muntean and Muntean 2013, pp. 85-102].

In turn, M. and M. Skyba Tvrdikowa utilized their experience gained in
working with Bl environment by designing solutions and services in cloud
computing technology based on the needs of small and medium businesses.
More specifically, they examined the level of use of information technology
such as Bl in a survey of 150 Czech firms. As an outcome of this research, they
proposed following recommendations: for micro and small enterprises -BI sys-
tems should be implemented as a SaaS; while for medium sized enterprises
- BI tools are a strategic element of support which means implementing BI
on a company’s own T infrastructure. Their study confirms high importance
of BI tools in SMEs in the Czech Republic [Tvrdikowa and Skyba 2012, pp.
39-51]. The findings of Tvrdikowa and Skyba are also further substantiated
by S. Popescu who indicates that BI provides important solution for medium-
sized companies (which are without resources comparable to multinational
corporations) as these systems are easy to implement and quickly improve
decision-making. Popescu points out that according to research conducted by
SAP company [2010], most managers know how to optimize their own de-
partment but they would like to have an understanding of how it affects the
performance of their entire company. This function can certainly be provided
by a BI system. According to the same study, BI systems provide powerful ana-
lytical capabilities together with the possibility of a multi-dimensional analy-

2 SaaS — Software as a service.
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sis, interpretation of data, filtering and access to details. At the same time,
they provide an easy to use interface so that users without advanced computer
knowledge can handle it [Popescu, 2012, pp. 53-63].

An important research in the area of cloud computing has been also con-
ducted by M. Nycz. The researcher showed that only 21% of the budgets of
organizations who employ traditional solutions is used for the development,
the rest is spent on support of existing solutions. Replacing a part of the imple-
mented by organizations solutions by a Saa$ solution allows for the release of
funds for development. However, despite the advantages of using cloud com-
puting, Nych also identifies the following barriers: 1) Technical — poor quality
of Internet connections, dependence on Internet providers; 2) Legal — storage
problem and the possible leakage of personal data; 3) Mental — users often
have limited confidence, mainly due to insufficient knowledge [Nycz 2012,
pp. 53-63].

C. M. Olszak points out further issues with the effective development of
business intelligence systems. According to her study, a development of Busi-
ness Intelligence systems will be effective when we use the knowledge and ex-
perience based on the theory of maturity models. This concept is closely relat-
ed to the achievement of an ideal state which should be followed [Lahramnn,
Marx, Winter and Wortmann 2011, pp. 5-10]. However, achieving a state
of maturity is associated with going through different phases of development
[Fraser, Moultrie and Gregory 2002, pp. 244-249]. C. M. Olszak analyzed
13 maturity models: TDWT’s Business Intelligence Model — Eckersona model,
Gartner’s maturity model, AMR Research’s Business Intelligence/Performance
Management Maturity Model — version 2, Business Information Maturity
Model, Information Evolution Model by SAS company, Model Business In-
telligence Maturity Hierarchy, Infrastructure Optimization Maturity Model,
Business Intelligence Development Model (BIDM), Lauder of Business In-
telligence (LOBI), Hawlett Package Business Maturity Model, Information
Evaluation Model by SAS company, Watson model, Teradata model. By their
very conception, these models are designed to answer the questions in which
direction to develop BI systems within an organization. Common characteris-
tic of almost all these models is that they appropriately name the development
phase e.g. from newborn to sage, which is evaluated in various areas: types of
analysis, scope, management, technology platform.

C.M. Olszak provides us with an example of four different organizations
in which the implementation of BI systems significantly altered the way of
doing business, long-term strategy, management of information and business
processes, customer service and introducing innovative services to customers.
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Monster.com, Harrah’s Entertainment Inc., Continental Airlines, and Norfolk
Southern are organizations based on Business Intelligence. Each of these com-
panies developed a BI system in an individual way, but they all have been
successful in the form of the introduction of new business services, improved
customer service and the development of new forms of cooperation which led
to the improvement of competitiveness. A lot of similarities to the BI maturity
models can be found in the actions of these companies, therefore C. M. Ol-
szak confirms her hypothesis that “BI maturity models should be an important
signpost for organizations of how BI systems need to be developed to achieve
with their help measurable benefits and increasing benefits” [Olszak 2012a,
pp- 9-29].

Research studies show that the vast majority of maturity models focus on
technological factors such as infrastructure, data and applications and they do
not take into account the key factor which is the connection between technol-
ogy, functionality and usability for an organization. Soft elements are rarely
mentioned, i.e. staff, organizational strategy, specific information needs. Ac-
cording to C. M. Olszak, as well as in this author’s opinion, the mentioned
above maturity models are not complete. Therefore, there is a need for a target
BI maturity model which would integrate all the elements to arise in the future
on the basis of research and scientific discussion [Olszak 2012b, pp. 11-26].

Conclusion

The need to increase the competence in the field of business intelligence is
now a priority for many organizations. Managers become increasingly aware of
how valuable, as a resource, is the data stored in the source systems. Analysis
and processing of data into information is a fundamental task of BI systems.
Thanks to the use of Business Intelligence tools, creation of an intelligent or-
ganization which is based on knowledge and learning from its mistakes is pos-
sible. This is achieved through storing information about the actions taken in
the data warehouse of a business intelligence system.
The literature review identified the following benefits as a result of the im-
plementation of Business Intelligence:
* The ability to start the changes which, as a result, lead to the creation
of intelligent organization based on knowledge and learning.
* Improving decision making. Making decisions based on hard data, not
on the basis of intuition and routine.
* 'The possibility of effective measurement of data sets.
* Significant reduction of time dedicated to the collection and process-
ing of data.
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*  Using advanced data visualization. Its advantage lies in much greater

information capacity compared to a traditional visualization.

e The availability of advanced business analysis for small and medium-

sized enterprises.

Risks identified during the implementation of the BI systems can include:

e Lack of professional change management during the implementation

of the BI systems because, in itself, Bl implementation leads to a re-
duction of goodwill due to absorbed resources needed to launch the
system.

* Involvement of key employees in the process of BI implementation

may result in a decrease in the efficiency of their existing activities.

Issues concerning further development of the BI systems have been also
discussed. Moreover, relevant dilemmas from the point of view of a BI proj-
ect sponsors were identified and these difficulties can include a choice of
BI technology tools. As a result of the published outcomes, both a solution
based on cloud computing and an open source should be considered during
the decision-making process, in particular by the managers of small compa-
nies.

It has been shown that further development of Business Intelligence sys-
tems dependents on the development of a theoretical model of maturity. In
the literature, several models of maturity are developed, but none of them is
complete since they do not pay enough attention to soft aspects, and they
focus mainly on infrastructure and technology. Therefore, it seems reason-
able to focus future research on the development of a complete model of
maturity so that the direction of development of BI systems can be clearly
determined.
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Introduction

Population aging phenomenon, which takes place globally, forces organisations
to change their approach to human resource managementl. Age management,
which should change the employers’ attitudes towards the type of conducted
HR policy, have begun to play an essential role in this process. Among the
three theoretical concepts, which explain the change of the personnel function
(Brol, zp.lo3.wroc.pllzim/semestrylsemS/personellpersonel_metrialy.doc, s. 141],
a situational approach seems to be the most important one. In this approach
a change in the business environment results in the need to adapt the organ-
isation to the changing conditions. Change in HR management is therefore
a direct reflection of changes taking place outside the enterprise.

An interest in humanistic approach to management issues, including hu-
man resource management, that has been recently popular among HR experts,
became the starting point for the analysis presented in this paper. It seems that
jobcoaching is closely connected with this notion, which is aimed at under-
standing and improving the lot of human in the world of organisation, espe-
cially when people have the possibility to be active on the labour market for
a longer time. Similarly, as in case of the basic assumptions of the humanistic
approach to management, jobcoaching puts to the fore the need to under-
stand the personal experience of the members of the organisation. Attempts
to bring this experience only a truncated, clear and universal message cannot
be successful, in the views of researchers, and contribute more to fatigue and
discouragement of members of the organization [Kociatkiewicz, Kostera 2013,
p- 13]. These attempts also interfere with the perception of diversity, spontane-
ity and creativity — values which are important for the perception of personal
happiness, and thus a greater acceptance of the actions carried out by compa-
nies [Kociatkiewicz, Kostera 2010, Van Maanen, Kunda 1989].

The purpose of this paper is to present the jobcoaching as a method of
age management in organisations. Jobcoaching enables companies to join
knowledge and skills of older workers with a lack of experience and a differ-
ent kind of competence held by younger workers. The paper verifies a research
hypothesis, that in systematically changing conditions of the organisation, the
use of jobcoaching can improve the company’s operations, as well as it can be

! J. Litwinski and U. Sztanderska analysed this issue. They pointed out at least three
main factors that define the need to implement age management in organisations:
labour shortages, increased propensity of older workers to remain in employment due to
the expected higher pension transfers, and the collapse of public finances and pension
systems [Litwiriski, Sztanderska, 2010, p. 5 and further].
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a starting point for changing the attitudes of employees and employers to the
situation prevailing in the environment. Verification of this hypothesis will be
possible by taking into account reasons affecting the need for age management
in organizations that are described in the literature.

Age management — problem outline

Age management is defined in numerous books and research papers [Griffin,
2009, p. 200, Litwinski, Sztanderska 2010, p. 3, Walker 1997]. In age man-
agement definitions, the significance of human resource management in the
organisation, which takes into account the possibility of effective absorption of
older workers in the companies’ operations — the management of processes of
workers’ aging — is highlighted. It is important that a well-used variety (with
regard to human resources in this case) can be a source of competitive advan-
tage, while mishandled HR company policy can become a source of conflict in
the organisation. Hence, age management processes can also be analysed from
the point of view of diversity management, which guarantees the inclusion of
the needs and abilities of employees of different age groups. Generally speak-
ing, it can be stated that the management of age is a way of the management
of the company, which takes into account the diversification of the age of the
workers through the use of friendly solutions for the older workers employed
in companies [Zarzadzanie wiekiem 2010, p. 2]. Such solutions are aimed at
increasing the productivity of older people, and as a consequence lead to the
stabilisation of their professional activity. Due to the fact that these solutions
can cover a wide range of instruments and apply to the different phases of
employment (recruitment, labour mobility, lifelong learning), as well as they
relate to the employee (physical ability, mental) or the environmental dimen-
sions, they were divided into several areas of the age management [Naegele,
Walker 2006]. In each of these areas, jobcoaching is perceived as an important
method of age management.
So, let us look at what the jobcoaching is.

Jobcoaching — the concept and its elements

Jobcoaching is one of methods of the unemployed support. However, it may
be also used to support workers or people who are at risk of losing their jobs
[Rogoziriska-Pawetczyk 2007, p. 37], allowing them to maintain employment
at current job positions in the same company. In this case, jobcoaching should
rely on the cooperation between a worker and a career counsellor, the latter
becoming a mediator between worker and the employer. The activities carried
out by a jobcoach should be of a highly individualised nature, and rely on
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a detailed diagnosis of the competence of the employee (strengths and weak-
nesses), as well as the nature of the threats that may be a result of the loss of
job. Such recognition may also be associated with the analysis of push and pull
factors, resulting in a reduction in labour demand and labour supply of older
people2. Push factors would include primarily legal provisions affecting em-
ployers’ interest in limiting the employment of the older workers (the collective
agreement of a protective nature, the need for payment of compensations, de-
pendency of wage levels on seniority), as well as increased importance of ICT
as for organisation operations — it means increase, and often radical change in
requirements relating to the qualification of the employees. In contrast, the
pull factors may mainly include types and size of social benefits and demo-
graphic situation [Grzesiak, http://www.zie.pg.gda.pl/c/document_library/
get_file?uuid=89e7dcb4-30a7-4279-9536-93286f3ef0ff&groupld=10236].
Familiarity of these factors enables a jobcoach to strengthen the position of an
older employee in the company and to plan the appropriate course of action in
the context of the respective jobcoaching elements: subjectivity, individualism,
assessment of the strengths and weaknesses of the employee, defining the goal,
and — as a result — the empowerment of an older employee in the workplace
(Graph 1).

Subjectivity and individualism of jobcoaching that is conducted in organ-
isations towards people at risk of losing their jobs, should be based on the con-
sideration of the beneficiary’s expectations in the advisory process. It should
mean outlining a career path by the concerned person, which may strengthen
his/her commitment to the objectives of the enterprise.

2 Such factors have been highlighted by A. Walker and L. Funk [Walker 1985, p. 211 and
further pages, Funk, 2004, p. 24].
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Graph 1. Elements of jobcoaching and the relationships between them
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Source: own elaboration.

This shall result in overcoming barriers that reduce the tendency of em-
ployers to hire such workers. Defining the career path by the same employee
may result in increasing her/his interest in adapting her/his competence to the
tasks delivered on the workplace. It is even more important in the case the em-
ployee is at risk of dismissal.

Assessment of resources and deficits of person who is supported within
jobcoaching should lead to identification of strengths and weaknesses of the
employee being at risk of losing job. This process should be extensive, due
to the fact that it provides the basis for determining the support actions. In-
formation stemming from this process should help to identify competency
gaps, which could be eliminated by conducting training activities. Identified
strengths should create a basis for determining career development paths that
would be presented to the employer in order to enable utilisation of these
strengths in the organisation operations. In many cases the older worker’s ex-
perience can provide significant capital, which can be used to support new/
young workers in completing their tasks. The exchange of experiences between
different generations of employees, provided in this way, can be beneficial to
the company as well as it may improve the atmosphere in the organisation.

The result of analysis of the strengths and weaknesses of the employee who
is at risk of losing a job should help to define the goal. This should be de-
termined in accordance with the principles of SMART, that is, to be specific
(tailored to the specific capabilities), measurable (quantifiable results may be
subject to verification), motivation (accepted by the beneficiary, feasible to
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reach), realistic (kind of job available in a particular labour market) and time-
specific (actions in accordance with the timing of the implementation of indi-
vidual development plan)3. Setting a goal should make possible for both the
employee and the employer’s to assess chances of acquiring the competence/
employee that will be consistent with the tasks performed within the organisa-
tion. It is an element of the formulation of an individual development plan,
which should be preceded by an assessment professional potential and individ-
ual needs of the beneficiary (the current family, professional, material, health
situation, and education).

Strengthening the position of a senior employee in the workplace should
be a result of the activities carried out by jobcoach. It is very important in this
case — as in the whole process of jobcoaching — that the impact should have
not only formal, but also mental nature, embedding positive, from the point
of view of the organisation, employee’s behavior. Career counselor must be
convinced, that when an employee will undertake individual actions, it will
not result in discouragement and returning to the situation that was before
support was offered. Therefore, it is important to inform the management of
the organisation about the actions taken within the jobcoaching. The manage-
ment will be able to support the senior employee in her/his efforts to maintain
the current job, if it is compatible with the company strategy. The success of
jobcoaching depends primarily on the cooperation between the counsellors
and top managers.

Jobcoaching as a method of age management in companies, generally en-
able better adaptation of older workers to the tasks carried out within the or-
ganisation. Improvement of the competitive position of such workers may not
only contribute to keeping current employment, but mainly to increase their
chances of getting a job also on the external labour market. These workers, hav-
ing a well-established work habits and work experience are often a key resource
of company’s human capital — company’s operations are often based on their
competences. Giving up this capital, caused usually by economic conditions or
reorganisation of the workplace, is quite often a difficult decision. Therefore,
jobcoaching can be perceived not only as a support for older workers, but also
as a way of solving company’s problems with the absence of adequate workers.
It should be stressed, that the age management with the use of jobcoaching is
possible to implement in every company, even in one, where there is no HR
department because of too small size of the company. This method allows to

3 This acronym stands for: Specific, Measurable, Ambitious, Realistic, Time-scaled
[Rogoziriska-Pawetczyk, 2007, p. 37].
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apply the rules that does not discriminate older people, but use their potential
to the benefit of both parties —the employers and employees.

In the next part of the paper we will analyse determinants that affect the
need for age management in organisations, focusing also on the importance of
jobcoaching as a method that can be used in this process.

Determinants of age management and the possibility of jobcoaching utili-
sation

Conditions, which cause that age management in companies, become a neces-
sity of modern organisations, are rooted both in the economy, as well as in the
activities of the business entities.

From the perspective of the economy, it is particularly important to link
age management with lifelong learning. The importance of this relationship
stems from both the population aging and low labour market participation
of the elderly. Therefore, it is necessary to encourage the elderly to stay in
the company, even after reaching retirement age. Difhculties in finding the
right employee on the labour market lead to taking actions by the employ-
ers that enable the older workers to develop and match their skills with new
job openings. This requires searching for a suitable educational offer by the
employers, as well as conducting human resources policy, which encourages
undertaking of education activities. Jobcoaching method may be of a key
importance in this case, enabling the identification of employees’ expecta-
tions, and specification of education courses that would be in line with the
employers’ needs. This method can also determine areas, in which there will
be possible to take advantage of skills and experience of older workers, to
serve as mentors for young employees. On the other hand, due to the low
labour market participation of the older people, jobcoaching may lead to an
increased interest in extending professional activity, by pointing to the ben-
efits of a longer stay in employment (higher pensions, maintaining contacts
with people, being in line with professional issues). A particular advantage
of this method is a personal contact with the beneficiary, which affects the
greater efficiency of these activities. The phenomenon, stemming from the
analysis of statistical data is that, for example, in the Polish economy, there
are significant reserves of employment in the group of people over 45 years
of age. Their use could significantly offset the projected decline in the num-
ber of people in working age [Litwinski, Sztanderska 2010, p. 7]. This also
applies to people in the post-working age. However, it is necessary to change
the attitudes of employers. Otherwise, in the future many businesses may
face problem of labour shortages, resulting not only from the inadequate
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quality of workforce qualifications, but above all, from a very low inflow of
young people into the labour market.

The barrier to the wider employment of older people in companies, which
indicates the need for implementing age management processes, is also the
discrimination of the older workers, resulting from negative stereotypes about
this social group. However, an important issue is to adapt the processes within
the organisation to changes in the employment policy conducted by the state.
Age management should be a response to the regulations, allowing greater use
of older labour resources management in economic processes. So, associated
activities undertaken by companies that aim at retaining such employees are
necessary. Changing legal regulations may contribute to the formation of con-
ditions favouring such measures. However, it should be stressed again, that
before this, employers must change their negative perception of older people
as potential employees. Jobcoaching, as the method used in the age manage-
ment, may contribute to changing this perception, enabling detailed diagnosis
of older workers’ competences, and pointing out areas of the economy, where
the use of such workers can bring the best results.

From the perspective of the company, the need to implement age manage-
ment and to combine it with lifelong learning may, however, be related to the
following reasons [Litwiriski, Sztanderska, 2010, p. 8 and further]:

e firstly - a company can achieve tangible benefits resulting from the age
diversity of workers; this diversity enable to better respond to rapidly
changing market conditions, and, in particular, allows for better ad-
justment of production to the diverse needs of customers; jobcoaching
may be helpful in this respect as it allows for the verification of recruit-
ment in terms of diversity in age and skills dimensions,

* secondly — for the organisation it is important to maintain the appro-
priate level of competence; according to research studies, professional
and social skills of older workers represent a unique type of human
capital; older workers™ accuracy, reliability and the ability to commu-
nicate with clients and colleagues is, in many cases, the added value
which is not possessed by younger or new employees [Giza-Poleszczuk,
Gora, Litwinski, Sztanderska 2008]; similarly important is the ability
to solve difficult problems; such competences cannot be replaced, be-
cause this process is costly, besides, lack of such competences may re-
sult in profit losses; at the same time — what should be emphasized — if
older workers perform tasks in line with their qualifications, their per-
formance is comparable to that of younger workers [Rolland, 2004];
additional advantage is the possibility of intergenerational exchange
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of knowledge and skills, which results in continuity of the stock of
knowledge; jobcoaching, by implementation of its elements, can have
an influence on validation of advantages of older workers, and thus
may be a method supporting counteracting the mental barriers among
employers and employees, hindering the labour market participation
of the latter group,

e thirdly - diverse, but at the same time balanced age structure of em-
ployees, may reduce the labour costs; high costs of employment of
older workers in the organisation can be compensated by introducing
measures promoting health, workplace ergonomics, improving skills,
motivating older workers and linking their wages to their performance,
which should result in a reduction of employment costs of such per-
sons, primarily because of labour productivity growth; these actions
may be more effective compared to replacement of older worker by
a younger one, if the costs of adapting new employee to the workplace
is taken into account; in this case jobcoaching may also be seen as
a method of age management that enables verification of the suitabil-
ity of a senior employee in comparison with hiring new employee.

The above mentioned advantages of age management, including the use

of jobcoaching, becomes even more important in the case of changes on the
labour market. Limited access to the young human resources, as well as the
introduction of new legislation that promotes the older people in the role
of employees, creates additional preferences to wider employability of this

group.

Conclusions

The use of age management by organisations, as a way to maintain older work-
ers labour market participation, entails a clear advantages. However, age man-
agement should not be considered as an approach directed solely to the older
people, because such action would expose managers to the allegation of dis-
crimination other employees. It should be rather understood as a policy of
equal opportunities for all employees. However, due to external factors, age
management is usually seen in terms of the need to encourage people from
the upper bound of the working age population, as well as post-working age
population, to be economically active. The reason for this is a significantly low
labour market participation observed in these groups, which may cause the
difficulty in achieving appropriate level of efficiency by organisations, related
to problems with filling vacancies by the young employees [Kryriska 2013,
p- 9, Sobocka-Szczapa 2013, p. 63].
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The method of jobcoaching described in the paper, which can be used in
the age management in companies, seems to be a method, that may eliminate
barriers associated with low labour market participation of older people. On
the one hand, jobcoaching simplifies the assessment of skills and development
of career paths for senior employee. Thus, it creates the conditions for under-
taking or maintaining her/his economic activity. On the other hand — it helps
to overcome stereotypes related to older workers. At the same time, jobcoach-
ing brings significant benefits for the company, which arise from the age diver-
sity of the workforce and allow for discounting all the advantages of the older
workers.

However, if this described method is to be an effective tool of age manage-
ment, there is a need to avoid mistakes distorting the meaning of the practice
and precluding the achievement of defined objectives. The most common mis-
takes would include [Rogoziriska-Pawetczyk, 2007, p. 42 and further]:

* putting emphasis on the process, not on the target, which means that
the effectiveness of jobcoaching should be verified by achieving the
objective, not by providing various supporting activities,

* deviations from individual development plans, resulting in claims
among the beneficiaries. Fulfilling these claims does not help to
achieve the objective (e.g. participation in training not included in the
IDP),

* simplifications introduced by the individual career counsellor that
stems from excessive bureaucracy burden and filling documents by the
beneficiary; it results in poor quality documentation, which has an im-
pact on the whole process; similar problem arises when jobcoach nar-
rows down her/his actions to telephone conversations,

* not taking into account the needs of employers, which leads to a lack
of their interest in undertaking jobcoaching in the organisation; use of
this method should focus on meeting the needs of both parties — the
employees and the employers,

* imbalance between time of work and devoted to achieving goals of
the personal development plan; this problem applies mainly to work-
ing population; planning activities which are impossible to implement
due to lack of time can have a negative impact on the person who is
counselled and on the career counsellor,

e lack of adjustment of the workplace to the needs of jobcoaching; lack
of access to various means of telecommunications reduces quality and
effectiveness of undertaken actions.
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Regardless of the above mentioned threats to the effective application of
the jobcoaching, it seems that this method may be effective4, since it gives
the opportunity to perceive human being from the individualistic as well as
holistic point of view. This perception affects the implementation that needs
respect, recognition, which — especially in relation to the older worker — are
essential for the effect of his work. That is particularly important that the work
at the moment is characterized by variability (due to saturation of knowledge
and instrumentation), which is not without significance for the human psyche.
Therefore, the aim of management processes, including human resource man-
agement, to take into account the expectations of the employee, with appro-
priate management methods, seems to be the most effective in terms of busi-
ness procedure.
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Abstract

,,Quality is not everything but everything is nothing without quality”. The famous
quotation from K. Ishikawa brings to our attention the fact that nowadays quality
is one of strategic concepts from the point of view of functioning of companies,
especially production-oriented ones. The lack of quality often eliminates a product
from the basket of potential further choices. That means that quality is a prerequisite
in the contemporary, highly competitive and saturated market. In order to ensure
quality, enterprises introduce various concepts and methods to support quality
management. They include, among others, the kaizen philosophy, which allows to
minimize unnecessary actions (losses). It is especially recommended to small firms as
an inexpensive method assuring high quality of products because they are constantly
improved, which, in turn, guarantees maintaining a high position among competitors.
This article aims to introduce the concept of kaizen by describing how it works and
considering whether it can be successful in Polish companies.

Key words: quality management, improvement, kaizen philosophy.

Introduction

Contemporary enterprises, especially production-oriented ones, operate in
a very demanding environment with one of the requirements being quality as,
according to Flynn, only well-designed high-quality products, combined with
quality integrating supporting processes, allow for competitive advantage [Fly-
nn, Schroeder, Sakakibara 1994]. A key to achieve the highest quality by an
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enterprise is to introduce management through quality. That ensures effective
solutions eventually translating into customer satisfaction. The process should
be supported by other methods and tools which were developed to meet the
very needs of quality improvement such as, among others, the kaizen method,
whose philosophy consists of willingness to constantly improve processes tak-
ing place in a company. In a nutshell, kaizen is a never-ending process of im-
provement and change for the better.

Quality in a Production Company

The concept of quality has accompanied humankind since as early as the an-
cient times [Karaszewski 2009, p. 13]. In its broad sense, quality can be un-
derstood as a degree to which a certain good/service, phenomenon, process or
organization adapts to expectations of an experiencing subject [Lisiecka 2001,
Skrzypek 2001]. Thus, quality concerns not only tangible products but also
services or other objects and can be assessed through a set of both measurable
and unmeasurable factors. Therefore, quality is a term occurring in various
areas of human activity, hence being interpreted in a variety of ways. While
discussing quality, it seems justified to quote definitions by well-known clas-
sics mentioned by specialist literature, such as, among others: Deming, Juran,
Crosby or Feigenbaum. According to the first of the above classics, quality
is perceived as a predicted degree of singularity and reliability of a product
with simultaneously maintaining the lowest possible costs and adapting to
the requirements of the market [Mroczko 2011, p. 21], which also entails an
orientation change (customer orientation). The concept is based on control-
ling the quality of processes and products performed in a specific cycle of
both management and execution actions called the Deming circle. Juran —
another outstanding persona among quality consultants — defined quality as
capability of a good or service to meet set objectives, e.g. quality is “a degree
to which a specific product meets the needs of a specific buyer”, quality is
“a degree to which a specific product class is potentially able to satisfy con-
sumers~ [Karaszewski 2009, p. 4]. Juran’s concept, the so called “Juran tril-
ogy” refers to basic and auxiliary processes which focus on three fundamental
aspects [Golebiowski, Janasz, Prozorowicz 2000, pp. 42-43]: quality plan-
ning, quality control and quality improvement. Juran believed that quality
should be taken into account at each stage in product life from its design to
measuring customer satisfaction. Crosby presented quality as the consistence
of a product with customer requirements in respect of use, production and
quality of the product. He based his concept on the so called four absolutes
[Gajewski 2007, pp. 31-32]: quality as conformity with specification and
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not a good product; quality achieved through prevention and not evaluation;
quality measured as the cost of non-conformity with specification and not in-
dices; quality standard meaning absence of defects with no place for allowable
quality level. Feigenbaum understood quality as a set of product or service
characteristics related to marketing, design, production and servicing, thanks
to which products customers use meet their expectations. He also thought
that quality arises from proper management rather than being a solely techni-
cal action [Mroczko 2011, p. 21]. When analysing the above definitions, it is
impossible not to observe that they all aim at total customer satisfaction. In
deliberations of contemporary authors, quality is also considered in an evalu-
ative way. They give three important reasons for that: “Firstly, it determines
ability to gain competitive advantage being, through its very nature, a catego-
ry which ought to be considered in a comparative manner. Secondly, it is only
in that manner that value delivered to customers can be assessed based on
the evaluation of quality. Thirdly, quality is treated as a basic tool in creating
value for the customer” [Haffer 2003, p. 59]. Therefore, as rightly written by
the author, quality should be perceived as total quality in that context. That
means that quality perceived by the customer will take the form of quality of
the company’s market offer which is created, along with products and their
features, by other determinants. As it can be seen, quality may be regarded as
an absolute as well as relative concept. Hence, it is recommended to diagnose
and gather those determinants by defining quality from the point of view of
the customer.

Therefore, total quality considered in the context of functioning of an en-
terprise, especially a production one, is vital in evaluating the enterprise or its
particular products in the market. In short, it is among key factors determin-
ing the market success of a company.

When going deeper into the discussion of the raised issues, it ought to
be added that quality also translates into efficiency as it results in a reduced
number of products returned by dissatisfied customers and, most importantly,
higher quality means lower costs for an enterprise. Regrettably, low quality is
tantamount to a high number of returns, warranty costs or costs of lawsuits
brought by dissatisfied customers [Griffin 2004, pp. 689-690]. Thus, for pro-
duction entities, high product quality at possibly “low” costs is a crucial com-
petitive factor.
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Figure 1. Seeking an optimum quality level

the total cost | the cost of design
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Source: Waters 2001.

When discussing costs, what else should be mentioned is lost revenues due
to the loss of existing or potential customers and, consequently, the loss of
a potential increase in turnover as a result of the failure to deliver goods or
services at a quality level required by the market. An example may be the loss
of a customer to competitors owing to excessively long order fulfilling period
[Bank 1997, pp. 112-113]. Therefore, it is of the utmost importance to ap-
propriately manage quality, which has, hence, become an integral part of the
production process rather than only one of its functions as it eventually trans-
lates into customer satisfaction.

Management through Quality

As already mentioned, modern enterprise management is characterized by
a multitude of concepts. They include those oriented at the enterprise manage-
ment process, management through quality being one of them. That, never-
theless, requires a set of actions and systemic solutions encompassing virtually
all areas of enterprise functioning. Only such an approach allows to achieve
the highest quality possible in a broad sense [Griffin 2004, p. 691]. The qual-
ity management system is a set of coordinated actions concerning managing
and supervising an organization, where such actions usually include establish-
ing a policy of quality and goals which regard quality, quality planning, qual-
ity controlling, quality assurance and quality improvement [Hamrol 2005,



Kaizen as a Method of Management... 161

p. 122]. It should be added, however, that such a system requires a complex
approach which can be guaranteed by the Total Quality Management (TQM)
concept. That consists in involving all areas of enterprise activity and coopera-
tion of all organization members at every level of its functioning. Attention is
brought to that by Feigenbaum who believes that a whole organization, its de-
partments, structures and production workers should necessarily be involved
in the process of improving quality [Borys, Rogala 2002]. The diagram below
shows the most important dimensions of complex quality management.

Diagram 1. Dimensions of complex quality management

Strategic involvement

v v v v

Employee Materials Technology Methods

involvement

Source: Griffin 2004.

As illustrated by the diagram, the first and seemingly most important
TQM dimension is involvement of senior management whose task, in turn, is
to initiate, support and organize all actions for quality improvement. That also
or, perhaps, mainly concerns creating organizational culture as the concept as-
sumes that improved efficiency, and thus competitiveness of enterprises, de-
rives from creating pro-quality culture which presumes that every human and
his or her action in an organization affects quality in a specific way [Steinbeck
1998, p. 27]. Other dimensions are materials, technology and work organiza-
tion methods. When appropriately remodelled, all those areas can result in
quality improved from the point of view of the final customer of an enterprise
[Grifhin 2004, pp. 691-692]. TQM applies numerous methods supporting
complex quality management. Among the main methods, specialist literature
mentions kaizen whose central idea is common involvement in quality issues,
and thus constant elimination of losses and deficiencies in all aspects of an
organization’s activity. Similarly to a majority of quality concepts, kaizen origi-
nated from Japan, too. It is a philosophy derived from Japanese practice and
culture of management, and is strongly associated with the country’s culture.
The application of the method is discussed in the next chapter.
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Essence of Kaizen

In Japanese kaizen means constant improvement of all organization members
as well as processes, products and any improvement actions, and entails rela-
tively low costs [Strumitto 2010, p. 185]. Kaizen is the development of the
fifth of Deming’s fourteen principles which assumes that causes of occurring
problems should constantly be looked for and eliminated [Cwiklifiski, Obora
2009, p. 17]. It is a method consisting of setting tasks for employees to be per-
formed and information concerning expected results. At the same time, goals
should be divided into stages possible to be gradually completed. In the kaizen
method, it is crucial that, in contrast to the Western style enterprise manage-
ment strategy (following set instructions), employees of companies managed
according to the kaizen philosophy are encouraged to submit all ideas aimed at
improving existing standards [http://www.biznesologia.pl ]. That is so because
it is assumed that it is employees who have constant and direct contact with
a situation that may be the cause of problems and kaizen allows to eliminate
mistakes and imperfections in the functioning of an organization. In short, an
organization’s path to success leads through improving its internal processes
and involvement of all its members [Mroczko 2011, p. 290]. It ought to, how-
ever, be added that results of those actions are not immediately visible and
need some time to be seen. Therefore, kaizen is called a method of small steps
that should lead to constantly getting closer to perfection. One of kaizen’s mes-
sages says that no day should pass without making an improvement in a com-
pany, which is enabled by introducing the kaizen philosophy based on three
pillars, i.e. [Dabrowska 2011]: preventing waste, workplace organization and
standardization.

Kaizen considers to be a loss for those actions that, from the point of view
of the customer, do not add any value to final products. According to the
kaizen model, as many as seven main types of waste can be distinguished:
overproduction, inventories, long waiting time, defects and their correction,
improperly planned production process, transport and unnecessary motion.
It is worth adding that it is overproduction that is considered the most harm-
ful type of waste leading to capital freezing, use of energy, human labour
and unnecessary storage costs. However, the other mentioned types, which
do not directly add value to a manufactured product or offered service, may
also result in losses in an enterprise. In turn, using the language of account-
ing definitions, every loss is a negative financial result of an enterprise, hence
excessive waste ought to be prevented. Nevertheless, it should be added that
kaizen deems some losses necessary as they secure, e.g., the production cycle,
but also those can be considerably reduced by introducing appropriate creative
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improvements, thanks to the 5S method consisting in regular learning of stan-
dardization and discipline. The applied 5S principle should aim to increase
productivity of work thanks to its better organization at the workstation. In
order to streamline work organization processes, standards should be estab-
lished that would be helpful in minimizing occurring mistakes.

The above discussion indicates that kaizen allows to cheaply eliminate or
minimize hidden costs resulting from excessive waste; improve operations
aimed at adding value in production so that the customer gets the highest
quality product, at the lowest cost and in the shortest possible time; minimize
unnecessary actions and work delays so that employees can work in an easier
and uninterrupted way; and many more that, in consequence, will enable to
easier achieve a stable position among competitors in the market. Admittedly,
with small steps but with a guarantee that goods will always be of high qual-
ity because they are constantly improved, which, in turn, ensures maintaining
a high position among competitors.

Kaizen Introduction Process

As already mentioned, kaizen is inexpensive management methodology more
and more often recommended to the SME sector and showing that small but
regularly introduced improvements may, eventually, produce greater effects
than e.g. major reorganization of a company that entails high costs. Kaizen in-
troduction in an enterprise does not require large financial outlays (expensive
technologies or huge investments) but only constant involvement and effort of
all organization members as the implementation of kaizen should take place
at the level of all areas of management and among all who have direct con-
tact with the final product. That allows line workers to affect e.g. the manner
in which they perform their work. The process, however, requires support of
senior management who are responsible for providing appropriate conditions
of work and culture conducive to constant improvement. That can be facili-
tated by the process approach promoted by the Japanese among whom orien-
tation towards processes and, through them, results prevails. They see in small
changes, often not entailing any expenses, a considerable source of saving an
organization’s resources [Imai 1992].

The process of applying the kaizen method consists of several stages. They
are listed below [Karaszewski 2009, p. 231].

* Defining an area for improvements,

*  Analysing and selecting key problems,

* Identifying reasons for improvements,

* Planning preventive measures,
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* Implementation,
*  Comparing results,
Standardization.

While introducing kaizen, it is very important to monitor changes but
support by managers is also crucial in order to maintain permanence and con-
tinuity of improvements. It is recommended to carry out improvement proj-
ects by taking small steps. The first step is to look for problems and thus form
a habit in employees to seek better ways of performing their tasks in order to
streamline them. Both problems and their causes are best identified by encom-
passing performed work within procedures and conducting detailed analysis.
The next step is to put forward an idea, i.e. propose methods of solving a prob-
lem that have not been used before. The final step is to implement the idea and
assess its effectiveness [Karaszewski 2009, p. 231].

Taking the above tips while introducing kaizen will simultaneously enable
to eliminate concerns that it will be received sceptically or indifferently by
employees, and, at the same time, will allow to totally or partly eliminate mis-
takes, which will translate into benefits for workers and consumers.

Furthermore, successful improvement project implementation, especially
in its final phase, is affected by good team cooperation. It is assumed that
all team members are equal irrespective of their positions in an organization’s
structure. Participants should, first and foremost, be oriented towards coop-
eration and gain knowledge from experience of others rather than compete, be
open to changes, have a positive attitude and respect one another. However,
practice shows that there are problems in Polish enterprises with sharing ideas
etc., which is why it is important to train employees, determine the form and
procedure of submitting ideas, verifying and rewarding them.

Major systems worth of application in order to successfully introduce the
kaizen method are listed below [http://www.eksportuj.pl]:

* 'The Just-In-Time system is oriented towards eliminating all types of
actions which do not add value and creating the /ean production sys-
tem that will be flexible enough to adjust to fluctuations in customer
orders.

*  Total Productive Maintenance focuses on improving the quality of ma-
chines. TPM strives to maximize equipment efficiency through a com-
plex system of preventive actions to extend the life-span of devices.
While TQM involves all individuals in a company, TPM involves all
on the shop floor.

* Policy Deployment — although the kaizen strategy aims to introduce
improvements, it effects may be limited if everyone is involved in
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kaizen for kaizen itself with no objective aim in mind. The manage-
ment should establish clear goals to guide people and make sure that
they provide leadership in all kzizen actions aimed at achieving the set
goals. In practice, the kaizen strategy requires careful supervision of
implementation.

* The suggestion system — works as an integral part of kaizen oriented
towards each employee. It emphasizes benefits resulting from boosted
morale and positive participation of employees in small informal vol-
unteer interdepartmental groups organized in order to perform spe-
cific tasks in the shop floor environment. Their task is to deal not only
with issues connected with quality but also such that concern cost,

safety and productivity.

Kaizen in a Production Company — Case Study

X Company Activity

The analysed company specializes in the manufacture of turned and milled
products made using state-of-the-art technologies mostly for the automotive
and engineering industries. The company mission is to provide customers with
the highest quality products and maintaining its high competitive position
in the market. Employees know that the proper understanding of customers’
needs and offering them individualized products better than those of competi-
tors gives the company an advantage.

A crucial element in the company’s activity policy is to streamline pro-
cesses, improve and update employees’ knowledge, which translates into the
quality of elements made. Currently, the company manufactures about 1000
elements. An important, or probably the most important, assumption in to
constantly broaden the range of offered products. To that end, the company
tries and invests in state-of-the-art machines, technologies and modern pro-
visioning processes. Thanks to that, it fulfils orders according to customer re-
quirements. The care of the quality of products and customer service is the
pride of the company. The enterprise holds a quality certificate allowing to
streamline internal processes and creates its external image.

At present, the company has 30 employees, including: qualified staff and
top-class specialists in human resource management, marketing, logistics, en-
gineering and technology as well as machining. Along with the above-men-
tioned human resource, the enterprise has other resources necessary to carry
out activity such as: modern shop floors, storehouses and modern machines.
Thanks to the use of innovative technologies and high-quality equipment, the
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company is able to manufacture complicated elements consistent with cus-
tomers’ documentation.

Quality Management System in the Company

In order to satisfy the customer, the company pursues a Quality Management
Policy based on constant improvement of process and product quality. Process
management is among important tools of the Quality Management System
in the company. The company focuses on managing processes on the scale of
the whole enterprise. Process owners were provided with access to resources
and information necessary to support the course and monitoring of those pro-
cesses.
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Table 1. Processes carried out in the X company

A - System process

Maintenance and
improvement
SZJ)

Document and record

PMM4201 N
supervision
PMM8201 Internal audits
Procedure -
PMMS8301 Incon5|stenf( PYOduct
supervision
PMM8501 Corrective and preventive

measures

B - Main processes

Metal working

KP7201 Offers and orders
Technology

KP7501 documentation preparing

Process card KP7502 Productloq process

supervision

KP7503 Material and product

storage
KP8202 Product quality inspection

C - Supporting processes

Provision and
management
of resources

Purchases and supplier

KP7401 qualification
KP6201 Personnel management
Process card KP6301 Infrastructure supervision
Measuring equipment
KP7601 supervision

Source: the company’s documentation.




168 Barbara Kaminiska

The company’s Director as the Management Representative is responsible
for supervising the internal audit process but, in order to efliciently carry out
the QMS auditing process, the Director uses services of an external consultant
appointed to conduct internal audits in the company.

Kaizen Philosophy Application in the Company

Process owners are obliged to implement necessary actions in order to achieve
planned results and constantly improve processes. One of the actions was kai-
zen introduction, i.e. enabling employees to present their ideas, corrections or
improvements in order to increase productivity and quality of work.

At the same time, being aware of difficulties occurring at the implementa-
tion of the method of ideas, connected with the need to change workers’ at-
titude and gain their complete acceptance and sense of full participation in the
re-organization, a system of rewards for ideas was applied. Despite obstacles
and the fact that the process of kaizen philosophy introduction is painstaking
and long-lasting, requiring involvement and appropriate attitude of all em-
ployees of the company, it can currently be said that the system took roots in
the enterprise and positively affected many of its aspects. Employees are in-
volved in applying new ideas and consider the project one of more important
ideas conducive to the improvement of processes taking place in the company.

The introduction of the kaizen philosophy allowed, making modest finan-
cial outlays, to involve all employees in the process of improving workstations,
increasing productivity, improving relations among employees, shortening or-
der completion time and thus increasing the quality of the final product.

Benefits of implementing kaizen in the company include, among others:

* Shortened order completion time,

*  Product quality improvement,

* Improved working conditions (increased productivity of workers,

shortened time needed to perform some operations),

e Reduced number of customers’ complaints,

*  Reduced production losses, numbers of mistakes and defects,

*  Enhanced responsibility of workers for the level of quality, enabling

employees’ development, broadening the scope of their knowledge.

External benefits are: meeting requirements and expectations of the cus-
tomer, enhancing competitive advantage, increasing trust among partners and
suppliers, improving the company’s image in its broader and immediate envi-
ronment.

It should, however, be added that 4aizen does not dramatically change ex-
isting conditions — changes are small and aimed at ensuring gradual improve-
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ment. It is a slow and long-term process of changes, often characterized by ex-
cessive painstakingness; although it is not so important for smaller firms, it is
a huge challenge to large companies; the board of directors and managers have
to focus on every detail, which requires great perceptiveness and coordination.
It is also more difficult to reach each and every employee. Another problem
is the lack of appropriate organizational culture in European companies and,
regrettably, the success of kaizen, as already mentioned, is to a large extent de-
pendent on understanding the philosophy of its functioning in an enterprise.

Summary

Constant improvement is a permanent feature of every quality management
system. What guarantees constant improvement is a series of actions taken
inside an organization. One of those actions is to introduce the kaizen philoso-
phy, which allows to identify what kind of problems occur, whether they recur
and what improvement tasks should be undertaken.

The introduction of well-tried quality management systems in a compa-
ny enables the company to be positively perceived by customers as reliable
and caring about constant development of the final product quality. Based on
opinions of people responsible for the functioning and improvement of quali-
ty management in the company, it should be stated that the proper application
of the system provides the company with considerable competitive advantage
and allows to better understand problems occurring in the company, thanks to
which it is easier to manage it and lay good foundations for its further devel-
opment.
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