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ZOFIA WYSOKI NSKA”

European Union Entrepreneurship and Innovativenes$Support
Policy for Businesses

Abstract

The development of entrepreneurship as well asareBeand innovation
have direct impact on growth in the level of ecoimodevelopment as well as
the prosperity of individual citizens and sociaetygeneral. The primary goal of
policies involving research and technological depehent is establishing the
European Union as a leading knowledge—based economgvativeness is also
the main factor in improving the competitivenessashpanies.

The key to improving the economic situation in Rdlais the
strengthening of innovative attitudes among entapurs. An efficiently
running institutional system guaranteeing effectsugport instruments for
entrepreneurs and the scientific—research spherevel as guaranteeing the
unhindered transfer of knowledge should prove kbélpf

As the main factor in improving the competitivenegscompanies,
innovativeness is mainly the result of the devetayrof collaboration between
the spheres of science and business as well assthef patent achievements in
companies.

The drive behind future growth in the European Wniwill be sectors
based on knowledge and innovation. However, thegaitre a solid industrial
network and resources allowing the utilization efuitechnologies.

To a great extent, growth in entrepreneurship andovativeness as
significant factors in the economic developmentEofope and Poland is
dependent on the elimination of administrative g for companies and the
introduction of the facilitating of information andommunication (ICT) as
needed for them to function.

" Ph.D., Full Professor at the University of &6d
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1. Introduction

The development of entrepreneurship as well asarelseand innovation
have direct impact on growth in the level of ecoimdevelopment as well as
the prosperity of individual citizens and sociatygeneral. The primary goal of
policies involving research and technological depaient is establishing the
European Union as a leading knowledge—based ecariangvativeness is also
the main factor in improving the competitivenessampanies.

2. Policies Aimed at Small and Medium Enterprises SMEs) and Their
Internationalization and  Growth in  Competitiveness and
Innovativeness

The SME sector provides employment for approxinyatéb% of
professionally active people in the European Units.turnover accounts for
approximately 55% of the turnover of all comparoggrating on the European
Internal Market. On average, approximately two ioill new companies are
established each year in the European Union, wtiiehtes approximately one
million new jobs annually. Most of the newly registd companies are one—man
operations. The dynamics of the creation of newpames exceeds that of the
withdrawal from the market of small businesses fgyraximately 6%. Although
the typical company in the European Union emplaysigeerage of six people,
major companies, usually transnational corporatiohswve an average
employment of 1,035 workers. However, companiesleyimg less than ten
workers are dominant on the Internal Market, whitdans that none—tenth may
be ranked as micro—businesses. Of these, almostB®%ne—man companies in
which only the company owner works. Companies atimgj of only one
worker make up approximately eight million Commyrusinesses. The share
of employment in small companies varies by indialdivlember States and
ranges from almost 60% in Greece through approxinat8% in Italy and
Spain, to just over 20% in Ireland, Finland, Luxemity, and Germany.

Micro—businesses employing up to ten workers accfauralmost 90% of
the total number of 19.4 million companies in thivgte sector registered in the
European Union. Companies of this size provide jobsver 38 million people.
The average micro—business employs two people. Srhallest companies
mainly dominate industries such as housing conbructhe retail trade, and
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hotel as well as restaurant service8mall companies employing from ten to
forty—nine workers provide employment for approxieia one—fifth of all
people employed within the territory of the Eurapémion. There are over one
million small companies that employ an averagenafity workers. Companies
of this size mainly dominate in metalworking, cloip manufacturing, the
leather industry, and wholesale trading.

There are approximately 165,000 companies regisigithin the territory
of the European Community that qualify as being ioned-sized. They make up
just under 1% of the total number of companies.yTprm@vide employment for
over 15 million people, where the average mediureesicompany employs
approximately ninety people. Most of them are actim the manufacturing
sector, with the exception of countries such ad\d#herlands and Luxembourg,
where they dominate in services.

Studies on newly registered companies have denatedtthat 80%—90%
of them launch operations employing a maximum af worker. Almost 80% of
the newly started up economic entities continuleetin operation after one year.
After three years 65% are still on the market, dnily 50% after the elapse of
five years. Moreover, attention has been calledatocertain regularity:
Companies employing at least one worker upon stprthave significantly
greater chances of survival as compared with tiosehich only the owner is
involved. In line with characteristics culled fraBuropean Union statistics, the
average entrepreneur establishing a company tg-tfiire to forty years of age.
Persons with a college education prefer commerdesarvices, while those with
secondary or primary education establish manufaxggucompanies or render
construction services. An owner’s prior experieircéhe field of management
has great significance for the potential succesheotompany.

A key task facing European Union policy with regpiecthe SME sector
is assistance for companies in surviving significampetitive pressure on the
European Internal Market and the guaranteeing adgportunity for company
development on the global market as well as intéking advantage of
opportunities and potential in connection with ¢gf@balization of the economy.

1 wysokisska Z. and Witkowska J.Integracja Europejska. Europeizacja polityki
ekonomiczno-spotecznej i uaidynarodowienie rynkéw [European integration: The
Europeanization of economic—social policy and théernationalization of markets], PWN,
Warsaw, 2010, pp. 30-31.
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3. Growth in the Competitiveness of the SME Sector

Growth in the competitiveness of SMEs is chieflendfied with an
increase in the productivity of the resources they. Businesses are competitive
when they achieve sustained growth in labor praditictas well as in the whole
range of production factors. This also allows thertower the unit costs of their
own production as well as influence other comparpes a national and
international level. Growth in productivity facaites the financing of company
plans for expansion. Citizens benefit from bettet aheaper market products in
the short term as well as increased employmertténntedium term. This also
makes it possible to achieve sustained growth ah salaries. As a result of
achieving sustained growth in productivity (prodwvitg on a macro scale), the
standard of living in the country improves. Thug tompany plays a basic role
in generating income and employment, and has a mwarénduring and
sustainable economic and social development.

Growth in productivity is dependent on several dest primarily on ones
such as innovation and investment in the infornmatemd communication
technology sector (ICT) and in the development wman capital. Educated
workers are the basis for growth in productivityirhan capital, especially in the
technological sector, plays a role in the growthpodductivity in both the
accumulation of knowledge and in its disseminatiknowledge and the ability
to use it effectively are the key to a competito@mpany. It is purposeful to
develop and implement actions that make sure tbplp@f Europe are provided
with sufficient knowledge, relevant strategies, aprhctical methods for
accelerating education for all

Thus, growth in productivity is both prerequisite the improvement of
the competitiveness of companies and the economg a$ole, and for the
achievement by that economy of sustainable sonkaonomic developmeént

4. The Industrial Competitiveness of the Enterprise of the European Union

Looking back at longer—term changes in the indaissiructures of the
Member States over the years 1999-2007, indudtdes followed different

2 “Making a European Area of Lifelong Learning a Rgal Communication from the
Commission to the European Parliament and the CquB€iM (2001) 678 final, November 21,
2001.

3 Council and the European Parliament, Commissioh@Buropean Communities, Brussels,
May 21, 2002, p. 4.
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paths towards higher technology or higher skillatthend to have higher
productivity growth. Moreover, their prices haveffeted less from global

competition. For analytical purposes, the induktstauctures of the Member
States can be looked at on the basis of similaritiecharacter and trade trends.
However, this can still mask substantial differenagthin each group.

In the first group of countries, the industrial structure is dominatsy
technologically advanced sectors. A key developnaeetr this period was the
specialization of this group in technology—driverdustries and sectors with
high innovation or high education intensity, whiahcreased further. The
countries in this group are Austria, Belgium, DenknaFinland, France,
Germany, Ireland, the Netherlands, Sweden, anttiited Kingdom. The value
added contribution of industry varies from 10.6%-mance to 24.2% in Ireland.

The second groupincludes countries with industry specializationless
technologically advanced sectors. This is in spitthe presence of some highly
competitive industries. The prevalence of laboremsive industries, low
innovation, and relatively low knowledge intensitads to fewer high—growth
companies, at least compared with the first grdugoantries. The countries in
this group are Cyprus, Greece, ltaly, Luxembourgtigal, and Spain, with
industry value added varying from 6.5% in Luxemigpiar 16.1% in Italy.

The third group consists of countries that are catching up in segh
GDP per capita, and whose trade specialization isigh—innovation intensity
sectors and technology driven industries. They lzavgeved a structural change
from labor—intensive industries towards technolaxen industries in both
production and trade. The group consists of theciCZ@epublic, Hungary,
Malta, Poland, Slovakia, and Slovenia, with industry value addedween
13.3% and 23.6% of the total.

The fourth group of countries encompasses those that are catclung u
but with trade specialization in technologicallysdeadvanced sectors. These
countries resemble those of the second group whibhwthey also share a trend
towards sectors with higher educational intenditgwever, a major difference
is the much stronger than average presence of gnigivth firms in this group
and the large increase in industry and trade slmatian in technology—driven
industries. This group consists of Bulgaria, Estpriatvia, Lithuania, and
Romania, with industry value added between 9.9%221%.

There are competitive industries and growing corgsamwithin each
group of countries. It is necessary to move towam®vative, knowledge—
based sectors and to take decisive actions toitéeilchange by improving
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product market regulation, support innovation, andest in education and
training throughout on a lifelong basis—all necegsa boost competitivene’ss

5. Supporting the Improvement of SME Competitivenes on the European
Internal Market

Awareness of a need to provide policies aimed atdavelopment of
SMEs in the European Community came about togeiliter the coming into
effect of the program for the building of the Imtal Market. Bringing this
program to life was both an opportunity and a thieasmall and medium
enterprises. The opportunities came about thankkealimination of barriers
through the establishing of four basic freedoms #edpotential to operate on
a large market. Threats stemmed from the increaeetpetitive pressure that
small and medium enterprises were less capableéngabin major companies.
The Action Program for Small and Medium Sized Entesgsivas approved in
1986. This is seen as the start of policy aimeSMES. The year 1989 saw the
creation within the structures of the Commissioraafiew general directorate
(XX1I) tasked with action aimed at small and mediuenterprises. It is
concerned with the development and implementatibrmaltiannual action
programs for SMEs. The Concentrated Action projeas launched in 1995 and
is an element of the Integrated Program for Smaltl aedium-Sized
Enterprises and the Craft Sector. Over successaesythe Third Multiannual
Program (1997-2000), which targeted the maximizihthe potential of SMEs
in employment, growth, and competitiveness, intoedl the following
instruments and actions:

» Simplification and improved efficiency of action the administrative and
regulatory sphere,

» Improvement in the financial conditions for compameration,

e Assistance for small and medium enterprises in {m@cess of
internationalization of their action strategies e(thdevelopment of
information services),

4 Communication from the Commission to the EuropearligP@ent, the Council, the
European Economic and Social Committee and the Cdeenitf the Regions Industrial Policy:
Reinforcing Competitiveness, European Commission, Btsis©ctober 14, 2011; COM(2011)
642 final; pp.4-5.

5 COM (86) 445 J. O. CE C287 of November 14, 1986sitsl in Enterprise Policy in the
European Economic Community, Commission of the Elang@mmunities, Brussels, 1990, p. 3.
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* Increasing the competitiveness of SMEs as wellhgsaving access to the
results of scientific research, innovative achiegets, and training
programs, and

» The promotion of entrepreneurship.

The year 1999 saw the appearance of the Europeammi@sion Report
evaluating the preliminary results of integratedicns, indicating a need for
their continuation. At its summit in Feira in Jupie2000, the Council of Europe
approved thé€european Charter for Small Enterprisda it, it calls on Member
States and the Commission to take action in supgdostnall businessgslt is
the view of the Commission that this Charter isillaqpof European Union
policy aimed at entrepreneurship and the core tibmal policies of the Member
States with respect to enterprise¥he Council approved the Multiannual
Program for Enterprise and Entrepreneurship in Bies of 2000. It is
particularly aimed at small and medium enterpresed encompasses the years
2001-200%

The Lisbon Strategyraised the development of entrepreneurship based o
deregulation, the elimination of administrative ens and bureaucratic
impediments, better access to capital and techyplagd the creation of
uniform rules of competition for companies active the European Internal
Market to the rank of a basic strategic instrumiarthe European Union up to
the year 2010.

Companies in the European Union are offered a saeinstruments
supporting their competitiveness, including outsitiee European Internal
Market. It is especially SMEs investing abroad, akpg and importing,
operating within the framework of the “network afraspany ties” being created
at home and abroad, as well as institutions makm¢he business environment
that provide specialized information and inexpe@sservices for companies
operating abroad that can benefit from financiabistance and support
programs’.

% The European Charter for Small Enterprises, wwvagaLeu.int

" OECD Small and Medium Enterprise Outlook, OECD, £&002, p. 222.

8 More on this topic in Z. Wysokska and J. Witkowskalntegracja Europejska.
Dostosowania w Polsce w dziedzinie polifikiropean integration: Adaptation in Poland in the
area of policies], PWE, Warsaw, 2004.

® Lisbon Strategy, http://europa.eu.int/comm/lisbetrategy/intro_en.html

10 Summary Report: The Public Debate following the @Brd®aper “Entrepreneurship in
Europe,” Commission of the European Communities, $&ss October 19, 2003,
www.europa.eu.int
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Benchmarking-a program for comparisons among companies—has
become the core of activities aimed at developimapdgexamples (Best Practice)
supporting the operations of SMEs. The experienfemany countries
demonstrates that the effect of disseminating bmacking is not only an
improvement in the condition of companies implermantvarious techniques
intended to improve productivity, but also the alerimprovement in
productivity on a scale encompassing the entirgomalt economy. Acquiring
data for comparative purposes is very difficult,wewer. This is an area
occupied by specialized consulting companies thathheir own databases to
which they provide access for a fee as a partaif tuvisory services.

The Lisbon Strategy of 2000 gave new impetus tdcigsl aimed at
companies. A new strategic goal for the Europeaimidrintent on becoming
the most competitive and dynamic economy of theldveconomy, knowledge
based, capable of enduring and sustainable develupmith a greater number
of better jobs as well as greater social cohesicms—een formulated. The
achievement of a so—formulated strategic goal it pmssible without the
creation of conditions fostering the developmentafpanies, including small
and medium enterprises.

European Union policy with respect to companiesdsiressed to the
whole of the business environment. Its overall cibjes aré"

» Promoting entrepreneurship and encouraging innawvati

» Strengthening commercial and regulatory conditiofestering the
development of business and innovation,

 Eliminating administrative barriers for companies,

« Strengthening company competitiveness in a knoveebdlgsed economy as
well as improving the financial environment for mess,

« Promoting collaboration among companies and theageeing of support
for business as well as services for business,

« Improving market access and the utilization by canigs of the potential of
the Internal Market as well as possibilities foremgdions on third party
country markets, and

» Promoting better utilization of provided services.

The European Union applies a whole series of ingnts in order to
achieve these aims. The center of gravity is bshiffed from direct action to
new ways of coordinating national policies and rieitiatives in the realm of
support for enterprises as well as measuremertteeofimpact. Member States

1 Towards Enterprise Europe: Work Program for EntsepPolicy 2000-2005, Activities of
the European Union, www.europa.eu.int
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are encouraged to exchange their experiences, timaityulearn from each other,

and to disseminate best practice. Procedures suttheaBusiness Environment
Simplification Task Force (BEST) are used in comnjion with prior actions and

incorporate benchmarking, seminars, conferencesk paticy overviews. These

procedures are supported by statistical work, rebeand analyses. Together,
they are to help the European Union and MembeeStat adapt their policies
aimed at companies to meet the requirements dtingpean Internal Market.

6. The European Strategy for Scientific Research ahInnovation in the
Field of Information and Communication Technology n the
Perspective Period up to the Year 2020

The European Commission commenced public consutigiin search of
a better strategy for strengthening the role ofoparin scientific research and
innovation in the field of information and commuaiion technologies (ICT)
over the upcoming ten years. The opinions of regmeedives of the sector,
experts in the field of ICT, political decision—neaik, and the public at large
shall be taken into account in the new strategysoientific research and
innovation in the field of ICT, which shall be peeged next year. The goal of
the strategy is to make it possible for the Europ& sector, especially small
and medium enterprises, to take up a leading positi the race aimed at
guaranteeing worldwide competitiveness. Informatiand communication
technologies are the driving force behind innovatand development in the
world economy. It is for this reason that Europeinterested in attracting
investment in scientific research and the develapinoé these technologies as
well as the best scientists and ideas. It is aéstn§ challenges in the realm of
energy, health, and the aging of society, which caly be met by applying
solutions in the area of information and commumicattechnologies. The
launching of consultations is a first step in trevelopment of an integrated
strategy for scientific research and innovatiorihie ICT sector. Europe’s poor
results, especially in terms of level and intensityinvestment in research and
innovation, where the world’s developed economievote 33% of their
research and innovation on information and comnatiun technologies, while
the figure for Europe is less than 25%, is prinyaddused by its significant
fragmentation. Moreover, the European Union acetmt 32% of the world’s
ICT market, but European companies have capturdgd 2206 of that world
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market?. Thus, investment in information and communicatiechnologies is of
prime importance in increasing the innovativenescampanies, economic
growth, improvement in competitiveness, curbing eistrative formalities, and
the creation of new jobs.

In certain fields, especially those where ICT bsingth its major social
benefits, structural barriers may make enteringniiagket of solutions utilizing
revolutionary technologies impossible. Such bagrierust be eliminated on
regional, national, and European Union levels.sltfar this reason that the
Commission is implementing programs supporting tidization of the
innovative gains of information and communicatieshnologies by small and
large European companies.

The goal of the program for support of this tecbggl (ICT PSP, 2007—
2013), whose budget amounts to EUR 728 milliorihés support of innovation
and competitiveness through the dissemination efitlst effective use of ICT
by citizens, state administration, and companiess An element of a broader
framework program of the European Commission inatte& of competitiveness
and innovation—the Competitiveness and Innovaticanfework Program
2007-2013 (CIP).

The ICT PSP is based on the experience of an epriigram—e—-TEN—
which was concluded in 2006. e-TEN was a prograrppating the
development of electronic trans—European servioethé public interest. The
program was aimed at accelerating the undertakisgmvices intended to make
permanent the European social model for the actiene of greater social and
economic cohesiveness. This program encompassedpsts—e—Government,
e—Health, e—Inclusion, e—Education, Services foESMind Trust and Security.

The e—Contentplus (2005-2008), whose budget amouoteEUR 149
million, is intended to eliminate organizationalrfi@rs and promote the use of
novel technical solutions in order to raise theeleaf accessibility of digital
content in the multi-lingual environment. The piogris a continuation of the
e—Content program. It is primarily applied to sfiecimarket areas where
progress is slow—i.e. the public sector (in itsgraphical layout), with respect
to the educational sector, and the creation ofteic libraries with cultural,
scientific, and academic ingtit

Competitiveness and Innovation Framework Program (TP)

Research on the relation between competitiveness ianovation
indicates the key role of innovation in sustainic@mpetitiveness. Of prime

Yhttp://europa.eu/rapid/pressReleasesAction.do?referdP/08/1287&format=HTML&
aged=0&language=PL&guiLanguage=en
13 http://ec.europa.eu/information_society/tl/reshAnmov/index_pl.htm
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importance in this case is technological compeditass, but so is the capacity to
compete in the distribution of godds

The Competitiveness and Innovation Framework Pragi@IP) supports
innovative activities (including environmental invaion) and guarantees better
access to financing and business support in therregvhile using information
and communication technologies as well as credigtter possibilities for the
building of a communication society. It is also atinat promoting growth in
renewable energy and energy efficiency.

CIP Operational Programs
» The Entrepreneurship and Innovation Program (EIP),

» The Information Communication Technologies Policypfort Program
(ICT-PSP), and

« The Intelligent Energy Europe Program (IEE)

The CIP budget for the years 2007-2013 amountd i@ B.621 billion.

The program has been divided into three operatisnlad-programs where each
one has its specific tasks aimed at improved compgampetitiveness and the
building of their ability for innovations in varisuareas, especially including
information and communication technologies (ICTY anstainable energy. The
budget is subdivided as follows: 60% of the budipetearmarked for the
Entrepreneurship and Innovation Program (EIP), bictv 20% is allocated for
the promotion of environmental innovation. The mmfiation Communication
Technologies Policy Support Program and Intelligénergy Europe Program
are assigned 20% each out of the budget.

The Entrepreneurship and Innovation Program (EIP)
The Entrepreneurship and Innovation Program (Eippsrts small and
medium enterprises (SMES) in the European Unidhérarea of:

« Access to financing in various phases of companyic that target
investment, technological development, environnment@vestment,
technology transfer, and company transnationavidies,

« Business services rendered by the Enterprise Eudepgork in the area of
support for company competitiveness,

* Improvement in innovation policy involving suppddr the building of
networks of various market participants and comiaérpartners, and
incorporating innovative practices such as benckimgrand best practice,

14 More in Wysokiska Z., Konkurencyjné¢ w midzynarodowym i globalnym handlu
technologiami[Competitiveness in international and global tedhgy trading], PWN, Warsaw,
2001, I and II.

15 http://ec.europa.eu/cip/index_en.htm
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e Environmental innovation involving support for filprojects and projects
targeting the market for testing conditions for dwmative products,
processes, and services that are not fully marlethke to high risk, but are
aimed at significant effects in improving the stat¢he environment and the
prevention of pollution, and play a role in thetbeuse of natural resources,
and

» Support for innovation and policies targeting SMBsugh contracts and
grants (including analytical work, expert repodsd research into defined
sectors of industry) as well as recommendationpédicies with respect to
SMEs in order to achieve increased cooperation gnieuropean Union
Member State$.

The Information and Communication Technologies Polly Support
Program (ICT-PSP)

The objectives of this program are primarily ainadpilot schemes for
companies, especially for SMEs taking into account innovative ICT
technologies directed at overcoming the absendstefoperability and market
fragmentation, especially in such sectors as:

* ICT for “health,” the “aging of society,” and fanélusion,
* Digital libraries,
* ICT for improving public services,

 ICT for energy efficiency and the mobility of inigence and knowledge,
and

» Multi-lingual Web pages and the evolution of thetnet.
There is also a striving to monitor the Informati@ociety through
benchmarking, analyses, and improving awareness.

The Intelligent Energy Europe Program (IEE)

The objective of this program is to support prgegitmed at research into
climate change as well as procure energy and ingpemergy efficiency. This
program supports concrete projects, initiativesy] &est practice within the
framework of annual competitions.

Examples of projects financed within the framewofkhis program are:

 Training in the field of new construction techndlesythat can provide up to
50% in energy savings as compared with conventionigding construction,

» Improved effectiveness of support plans for eleatrnetworks built on the
basis of renewable energy sources in Europe, and

18 hitp://ec.europa.eu/cip/eip/index_en.htm
" http://ec.europa.eu/cip/ict-psp/index_en.htm
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« Support for cities in Europe in developing a manergy—efficient and clean
transportation systeth

The Competitiveness and Innovation Framework Pragf@lP) is tied
with other European Union programs and initiativeshe field of research,
education, cohesion, environment, and trainings Thiespecially true of the 7th
Framework Program for Research and Technologiceéldpment( FP7—RTD).

7. Support for Innovativeness and Increased Compeéiveness in Programs
for Reforming Higher Education in Europe

The European Commission announced the year 200But@pean Year
of Creativity and Innovation in order to call atfien to the two most importance
factors playing a role in increasing the long—tecampetitiveness of the
European economy

The locomotive behind future growth in the Europeamon shall be
sectors based on knowledge and innovation thatinredqu solid industrial
network and resources allowing for the utilizataimew technologies.

This means that it is vital to decrease the digaretween the academic
community and the world of business so that goodasd developed in
laboratories can be reborn as world—class products.

The European Institute of Innovation and Technolisgglaying a role in
this by creating “communities of knowledge and ivetion"—strongly
integrated public—private networks for collaboraticamong universities,
research organizations, and companies, regardiesszeo

European Union Strategic Documents ldentifying Diretions of Reform
in Europe’s Colleges

The Bologna Process initiated a new phase in iatemmalizing higher
education in Europe through a clear establishintpsis related to the need for
structural reform in this sector, especially théomm of curricula and an
improvement in the quality of educatfdn

18 hitp://ec.europa.eu/cip/ieefindex_en.htm
19 http://www.create2009.europa.eu/

20 |nternationalization of European Higher Educatidm EUA/ACA Handbook, RAABE —
Dr. Josef RaabeVerlag, 2009, pp. 18-19.
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Reform of the Management of Colleges in Europe

Reform of higher education in Europe, which boastsr 4,000 colleges
teaching approximately 20 million students and eyiplg 1.5 million staft!, is
based on three main pillars:

e Curricula reform within the framework of a three—level system—i.e.
Bachelor’'s (engineering), Master's, and Doctoraklestudies as stemming
from the Bologna Process, with greater flexibilitypossibilities to choose
an educational path, recognition of diplomas, amdaggr mobility of
students and academic teachers.

» College management reformbased on the autonomy of universities,
strategic partnership, including aimed at greatellaboration with
companies, and the evaluation of the quality ofcatlan with the purpose
of improving it, while simultaneously increasingtbpenness of universities
throughout Europe to students from other countriesrepean as well as
countries in other regions of the world.

e Financial reform aimed at seeking out diverse sources for attrgctin
funding targeting improvement in competitivenesd agfficiency, and
stronger links between revenues and effects, iimduakvenues from tuition,
entry fees, grants, and loans.

One of the basic instruments for implementing the lpjective of the
reform of higher education in the European Union ighe Lifelong Learning
Program (LLP)?>. The European Union has designated approximateiR E
billion for actions making possible learning thrbogt the whole of life.
Primarily, it will be the implementation of the foling programs that will
make this possible:

» Leonardo da Vinci: Professional training, especially internship peogs
for young staff members and trainers with compamietside their home
country and projects involving collaboration betwasstitutions providing
professional training and companies.

e Erasmus Student mobility and collaboration among univiéesi From the
start of its operations (1987), a total of 1.5 ioillstudents have participated
in the Erasmus program. Furthermore, within thenéaork of the recently
createdErasmus Mundus program, post—graduate students and scientific
staff from the whole world can receive a Mastergmke through studies
organized by a syndicate of at least three Europemimersities. The

2 http://ec.europa.eu/education/lifelong-learnindigysdoc62_en.htm
2 http://eacea.ec.europa.eu/lip/index_en.php
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Tempus program is aimed at developing cooperation witlghmgoring
countries in order to develop strong cooperatiath Wie European Union.

There are successive program providing resour@esndtvig finances
educational projects catering to adults, especiallyhe area of international
partnership, networks of cooperation, and the nitgbdf students and staff.
Comenius for its part, provides funds for collaboration@rg schools and the
teachers working in them.

Financial resources have also been earmarked fer stipport of
cooperation in the area of molding educationalqgyodis well as for the study of
foreign languages, e-learning, and the dissemimatiod exchange of best
practice.

The reform of curricula is intended to adapt thamthe needs of the
modern world, taking into account the needs of entin practice, including
companies striving to increase their internatiomampetitiveness, where
colleges should also have their significant shBeefie 2006, p. 234).

Colleges fill a triple role. They serve as centiarsboth teaching on the
highest level and for advanced research, as webreakthrough innovation.
They are a key element of the knowledge trianglé&imope. They have the
potential to be the main driving force for realgirfEurope’s ambition of
becoming a world scale economic leader and a sobiated on knowledge.
This is taken into account in the shaping of Euamp&nion policy as of the
summit at Hampton Court in October of 2005. Howewatrthe same time, the
implementation of this potential clearly requirdse tconducting of certain
changes. The Communication from the Commission i8ehg on the
Modernization Agenda for Universities — Educati®gsearch and Innovation”
of May of 2006 identifies nine recommendations spreed below, to accelerate
the building of universities based on knowledge:

« Boost the proportion of students spending at leastsemester abroad or in
industry,

« Allow students to make use of loans and grantstiady or do research,

» Bring procedures for the recognition of academialifjaations in line with
diplomas and make European degrees more easilygnizea outside
Europe,

e Introduce training in intellectual property managem communication,
networking, entrepreneurship and teamwork as gaxtresearch career,

» Refocus courses and programs to allow greaterciation at later stages of
the life—cycle, thereby addressing the skill neafdSurope’s workforce, and
ensuring that universities are able to adapt t@peis ageing population,
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« Review national student tuition and support schesoahat the best students
can participate in higher education and furtheeaesh careers whatever
their economic status,

« Review systems for funding universities so theyraoee focused on outputs
and give universities more responsibility for thewn long—term financial
sustainability, particularly in research,

¢ Allow universities greater autonomy and accounigbilso that they can
respond quickly to change, which could include sing curricula to adapt to
new developments, the building closer links amoisgiglines, and focusing
on overall research areas domains (e.g. renewable)e nanotechnology)
rather than disciplines,

* Include more autonomy at individual institution éé¥or choosing teaching
and research staff

A successive step aimed at indicating the needherdevelopment of
collaboration between colleges and business wasrgamizing by the European
Commission of the University—Business Forum—Europgadatforms for
dialogue between the higher education and businessmunities. The first
meeting of the Forum took place in February of 2Q@8continuation was the
organization during that same year of three thematirkshop sessions. The
second plenary meeting of the Forum in Februa308@ gathered together over
400 participants. In addition to workshops coverthg individual topics it
included a summing up of conclusions and a disonssin possible directions of
the work of the Forum in the future, especiallytba adapting of new curricula
to meet the needs of the labor market as well agrawng academic
entrepreneurship of students and $talt also stressed that representatives of
people studying, companies, and society as a whbld be present in
accreditation agenci®s In an effort to provide training in increasing
entrepreneurship, colleges should involve businesg—by creating visiting
professor positions for prominent entrepreneursfd3sors and teachers should

= http://europa.eu/rapid/pressReleasesAction.do&mederIP/06/592&format=HTML&

aged=0&language=EN&guiLanguage=fr; also compare h wiCommunication from the
Commission to the European Parliament, the Counk#, European Economic and Social
Committee and the Committee of the Regions, “A Newtrfeaship for the Modernization of
Universities: The EU Forum for University Businesmlbgue,” COM(2009) 158 final, April 2,
2009

2 Ibid., pp. 3-4.

% |bid., pp. 4-5.
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simultaneously have access to training in teacimngntrepreneurship and an
opening up to the business wdfld

The European Commission announced the year 200But@pean Year
of Creativity and Innovation in order to call attien to the two most importance
factors playing a role in increasing the long—tecampetitiveness of the
European econorfiy

The locomotive behind future growth in the Europeamon shall be
sectors based on knowledge and innovation thatinredqu solid industrial
network and resources allowing for the utilizataimew technologies.

This means that it is vital to decrease the digaretween the academic
community and the world of business so that gooedasd developed in
laboratories can be reborn as world—class products.

The European Institute of Innovation and Technoliggglaying a role in
this by creating “communities of knowledge and ivetion"—strongly
integrated public—private networks for collaboraticamong universities,
research organizations, and companies, regardiesszeo

Assistance for Small Enterprises

Although most people associate the taerompanywith an international
corporation, the fact is that almost all comparinethe European Union (92%)
are small companies employing less than ten people.

It is obvious that it is this kind of company thatarantees two—thirds of
all jobs in the European Union and is deservinggscial attention on the part
of European Union programs and funds supportingpeones such as:

» The program in the field of competitiveness andiration with a budget of
EUR 3.6 billion for the years 2007-2013, which msnarily designated for
the rational utilization of energy, renewable egesgurces, and information
and communication technologies.

» The FP7, the main European Union program for fimanscientific research
(implemented by collected and companies) with agetidmounting to EUR
7 billion per annurf.

The goal of such action is the promotion of enwepurship and raising
gualifications, improving the access of SMEs to kats, and facilitating the
development of their capacity in the area of regeand innovation.

% See paragraph 2 and 3 of the working document ofirBission service staff, the “Global
Entrepreneurship Monitor Report 2007,” which demraiss that the entrepreneurship indicator
for China is two to five time greater than for tteaintries of the European Union.

27 http://www.create2009.europa.eu/
2 http://cordis.europa.eu/fp7/home_pl.html
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Small companies that need information and advicefical them through
the Enterprise Europe Network. It consists of agipnately 500 information
centers throughout the European Union that areiafigrtfinanced out of
European Union resources. The European Unionigrgrto curb formalities
required in taking care of business matters.

The European Commission is planning to overseeparogriate balance
between the need for regulations (thanks to whietkats will stay open and
consumers, the environment, workers, etc. will mtgeted) and restrictions that
stem from them for businesses. For the momentp#iance has been disrupted.
This is why the European Commission is planningctmb administrative
burdens by one—quarter by the year 2812

8. Entrepreneurship and Innovativeness Support Padiy in Poland

Compared with other European countries, Polandnis of the least
innovative economies. Poland has been ranked asdarate innovator in the
European Union table of results in the area ofare$eand innovation in 2012.
Specifically, it is characterized by a relativelpw share of innovative
companies as well as business outlay on researtkdarelopment. In terms of
share of graduates majoring in the sciences arthtdogy, Poland is average
for the European Unidh

Overall, Polish companies rarely base their businegategies on
innovation in spite of the fact that the level oivéstment in innovation is
growing. Instead, they tend to concentrate on stemin investments in new
machines and equipment. In part, this is causeldwyabsorptive capacity and
a lack of any long—term vision among entrepreneespecially in the SME
sector. This situation is also the result of fragughanges and uncertainty as to
the legal framework working to dissuade companiesnfa more strategic
approach to planning.

Recently, Poland has conducted comprehensive refarnthe scientific
and higher learning sector. The objective was fonuate research and
innovation as well as to improve the functioning the system of higher

29 http://europa.eu/pol/enter/index_pl.htm

30 Communication from the Commission to the Europearnlidh@ent, the Council, the
European Economic and Social Committee and the Cdeenitf the Regions Industrial Policy:
Reinforcing Competitiveness, European Commission, Bisis©ctober 14, 2011, COM(2011)
642 final, pp. 4-5.; compare also Overview of Contigeness in 27 Member States,
MEMO/11/702; Brussels, October 14, 2011, pp. 1-3.
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learning. Reform of the scientific sector involvéte introduction of more
competitive principles for financing research artk tdecentralization of
implementation of scientific policy through the asishing of the National
Science Center (NCN), which is involved in basise@ch, and the National
Center for Research and Development (NCBIiR), whi&hresponsible for
applied research and collaboration with industyrsBant to the reform, priority
research areas are defined by the National Resd@regram (NPB) and
strategic programs for scientific research. Proriesearch projects and
programs are to be chosen applying technologicakfght, aimed at identifying
growth potential in the industry and services seatowell as key technologies
for the future. The first strategic research praggaand projects that scientific
units and entrepreneurs are engaged in involventdobies for capturing and
storing carbon dioxide and nuclear technologieseRech aimed at promoting
the intelligent specialization of regions has die®n undertaken, but it seems
that strict coordination is essential in order ttaigntee a more realistic and
cohesive planning of scientific policy on the lotmlel.

The main goals of the National Reform Program (KRR)to the year
2012 is the creation in Poland of the best conmttion Europe for the
conducting of economic activity, while simultanelyusuaranteeing possibilities
for development and a high living standard for intents.

Reforms within the framework of the National RefofPmogram are
conducted in three priority areas:

» An active society — Implementation of the NatioRaform Program is to
bring about an improvement in the quality of ediscaaind adapt education
to the needs of the economy, better prepare gresiuat enter the labor
market, and develop lifelong education. Significaiiess was placed on
actions supporting professional activity, includithgit of people aged over
fifty.

* An innovative economy — Growth in innovativenesd Wave a significant
impact on long—term economic growth. The programsaat improving the
competitiveness of scientific entities as well aport for pro—innovation
activities and the research and development (R&R)as. Reforms are also
to serve the effective improvement of transportatimdustry, and tele—
information infrastructure, applying new innovativesolutions in
environmental protection and the conclusion of nmaivatization processes.

* Efficient institutions — The effective use of pubtiesources (without placing
additional burdens on citizens and entrepreneura)l snake possible the
efficient implementation of pro—development polayd public investment,
while guaranteeing a proper level of social seguilihe program aims at the
development of electronic administration, improvein@& the management
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of public finance, further decentralization of poliasks, and the promotion
of the Polish economy.

The basic principle behind the planned reforms isstanable
development in terms of the economy, society, &edenvironment as well as
better lawmaking, support for entrepreneurship, tdevelopment of
innovativeness, and influence over the small andliune enterprise (SME)
sector. The following factors were taken into actoin developing the draft
program:

» Globalization processes increasing competitive qunes on the economy,
entrepreneurs, and citizens,

» Demographic factors, mainly including the agingsotiety, and the related
need to modify the model for professional actiwtyd migration, and

¢ Challenges in the area of eliminating the negagifects of Man’s impact on
the environmerit.

According to the Report of the Ministry of the Eoomy?’ almost
300,000 entities commence economic activity in Ralan 2007. Over 96% of
these are private companies. The tendency to gpaine’s own business is
continuously increasing in Poland, which is demiet by the report
developed by the Ministry of the Economy.

The Report proves that the development of entrepreship has a positive
impact on economic growth and the labor markett yasar's GDP grew by
6.6% as compared with the previous year. Accordimgexperts from the
Ministry of the Economy, this was a reflection bktvery good condition of
Polish companies. The financial result of compagimploying over nine people
surpassed a gross amount of PLN 127 billion. Thisu increase of 26% as
compared with 2006. Companies also noted the higlagés of profitability in
ten years. The improving financial situation of g@amies also bore fruit in
a high, 5% growth in employment as well as a reapath in investment of
27%.

In line with the Report, revenues from company afien exceeded PLN
2 billion in 2007. Private companies generatedial wf 86% of this figure, with
the remainder coming from companies of the pulditar.

%1 Krajowy Program Reform na lata 2008-2011 [NatioRaform Program for the Years
2008-2011], www.mg.gov.pl, economics section.

32 Przedsibiorczai¢ w Polsce 2008 [Entrepreneurship in Poland 20G&jort of the Ministry
of the Economy, September 10, 2008 version, hitpwW.mg.gov.pl/NR/ rdonlyres/7121FF59-
AE29-456D-A96D-DE64F089444A/48017/Przedsiebioéczav_ Polscel.pdf
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Moreover, investment outlay by companies employiagr nine workers
increased in 2007 by 27% to a level of PLN 126idsll From among all
enterprises, it was the major companies that iedeste most. They account for
64% of completed investment ventures. The partimpaof medium-sized
companies in such outlay was one—quarter, whildigluee for small companies
was 11%.

The value of exports in 2007 exceeded EUR 10MhillPolish businesses
sold goods on European Union markets for over EQRbiion. At the same
time the value of imports amounted to EUR 77.3dvill The goods structure in
foreign trade also changed to the benefit of atgreshare of goods on a high or
medium high technological level.

In spite of a certain improvement in the level mfiovativeness in Polish
companies, analysts from the Ministry of the Ecoparontinue to deem this
progress as insufficient. This is seen in the cwmatiisly low share of outlay on
research and development in GDP. In 2006 it amalutie0.56%. A positive
signal was the nominal growth by almost 6% of quttan research and
developmeri.

Thus, the key to improving the economic situatioh Roland is
a strengthening of innovative attitudes among @néreeurs. An efficient
institutional system guaranteeing effective suppwtruments for business and
the scientific—research sphere as well as guaragtéee unhindered transfer of
knowledge may be helpful in thfs

Instruments Providing Direct Financial Support for Entrepreneurs
in Research and Investment in Poland
* Innovation vouchers,

 Loans for the undertaking of investment projectarfnnovative character,
« Technological Initiative®f,

e Support for research and specifically targetedgutsj aimed at companies
and the implementation of research and developmerk in companies,

« Stimulation of research and development activitiesompanies and support
in the area of industrial design,

* Ibid.

3 |bid.

3 Technological Initiative | is an initiative of thdinister of Science and Higher Education
aimed at the development of new products and tdopies based on Polish scientific and
technical achievements. The novel element of trogqam is that it is addressed to entrepreneurs,
especially to those managing small- and mediumesipenpanies as well as to those research
teams that are directly linked to industrial adjivi
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¢ Technology Credit,

* New investments with high innovative potential,

* Investment support in the production sector,

* Investment support in the modern services sector,

» Support for the development of cooperative links safpra—regional
importance,

Intellectual property management,
» Support for economic activity in the area of thectlonic commerce,
e Support for the implementation of B2B electronicreoerce,

» Guaranteeing Internet access on the “last mile"sphaf the Innovative
Economy Operational Program (PO 1G) 2007-2013, and

« Support in procuring product certification as reqdion foreign markets

9. Conclusion and recommendation for Poland

The key to improving the economic situation in MRdlais the
strengthening of innovative attitudes among en&egurs. An efficiently
running institutional system guaranteeing effectsgpport instruments for
entrepreneurs and the scientific-research spheneetisas guaranteeing the
unhindered transfer of knowledge should prove huklpf

As the main factor in improving the competitivenesis companies,
innovativeness is mainly the result of the develepthof collaboration between
the spheres of science and business as well as¢hef patent achievements in
companies.

The drive behind future growth in the European Wnwill be sectors
based on knowledge and innovation. However, thegaire a solid industrial
network and resources allowing the utilization efwtechnologies.

To a great extent, growth in entrepreneurship ambuativeness as
significant factors in the economic development Eafrope and Poland is
dependent on the elimination of administrative ieasrfor companies and the
introduction of the facilitating of information andommunication (ICT) as
needed for them to function.

*hittp://www.mg.gov.pl/NR/exeres/6FD36BE7-5ABB-4DDF-
8B9299A91DA51814,frameless.htm?NRMODE=Published
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Streszczenie

POLITYKA UNII EUROPEJSKIEJ WSPIERANIA PRZEDSI EBIORCZO SCl
I INNOWACYJINO SCINA RZECZ PRZEDSI EBIORSTW

Rozwdj przedsbiorczoici oraz badania i innowacje bezfgsednio przyczyniaj
sie do wzrostu poziomu rozwoju gospodarczego oraz alpin poszczegdlnych
obywateli i ogétu spotecdstwa. Glownym celem polityki w zakresie badaozwoju
technologicznego jest ustanowienie Unii Europejgkieo wiod;cej gospodarki opartej
na wiedzy. Innowacyjié jest te gtdwnym czynnikiem poprawy konkurencygio
przedsgbiorstw.

Kluczowe dla poprawy sytuacji gospodarczej w Pojssé wzmochienie postaw
innowacyjnych ¥rod przedsgbiorcow. Poméc mie w tym sprawnie dzialagy system
instytucjonalny, ktory zapewni efektywne instrupewsparcia dla przedgbiorcow
i sfery naukowo-badawczej oraz zagwarantuje swopadmsfer wiedzy.

Innowacyjndé¢ jako gtéwny czynnik poprawy konkurencyjrioprzedsgbiorstw
wynika gtébwnie z rozwoju wspOlpracy daury sfeq nauki | biznesu oraz
z wykorzystywania agjnie¢ patentowych w firmach.

Motorem przysztego wzrostu w Ukdh sektory oparte na wiedzy i innowacjach,
wymagagce jednak solidnej sieci przemystowej siodkéw pozwalajcych na
wykorzystanie nowych technologii.

Wzrost przedsbiorczaici i innowacyjngci jako istotnych czynnikéw rozwoju
gospodarczego w Europie i w Polsce zalev deym stopniu od znoszenia barier
administracyjnych dla przeddiiorstw i wprowadzania utatwie informacyjnych
i komunikacyjnych (ICT) dla ich funkcjonowania.
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Venture Capital in Japan: A Financial Instrument Supporting
the Innovativeness of the Japanese Economy

Abstract

Venture capital (literally “high—risk capital”’) isdesignated for the
financing of small companies that by themselvek Rdficient resources, but
whose activities indicate potentially high profits the future. It can play
a special role in the development of the technakldlyi advanced industries as
well as in the growth of entrepreneurship underdtae a readiness to establish
new companies (“start—ups”).

Two factors: First, the relatively small numberrafw companies as well
as the number of companies subject to liquidatiarerothe year (“firm
turnover”) in Japan, and second, the insignificgmestige associated with the
profession of entrepreneur do not foster growthhi@ dynamics of this form of
financing ventures. The cited indicator for Japan among the lowest in
comparison with other highly developed countrieshile the profession of
entrepreneur is not the foremost dream of collegelgates. They would much
rather prefer realizing their professional careers members of the government
bureaucracy or employees of a major corporatiodowever, this mindset is
slowly changing, if for no other reason then, intespf popular conviction,
because most small companies are not establisheagdperiods of prosperity,
but near the end of the downward phase of the enanoycle. That is exactly
the phase Japan has been dealing with for severatsynow. Young, creative

" Ph.D., Professor at the University of £0d

! Grabowiecki J. (2000)Japonia: powojenna dynamika i rGwnowaga gospodaidzagpan:
Postwar economic growth and balance], SGH Presssaigp. 221.

2 Corver M. (2008), “Evolution of Japanese Venture i@dp Global Venture Capital
inaugural lecture, p. 2,

http://iis-db.stanford.edu/events/5317/Evolution Jafpanese_Venture_Capital
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people, recruited from the unemployed, are seeg&aifyemployment, using all
possible opportunities embedded in the “again stgrtup” machinery of the
economy,

1. Introduction

Perhaps, in addition to the relatively low publjgiraon of the profession
of entrepreneur and the low “inter—generationalplaeement of companies
(“firm turnover”), there are two other phenomendgedaining the relatively
small—as compared with the United States and Eurd@eel of involvement in
VC investment in Japan. These two factors are #dme@lly disdainful attitude
of the inhabitants of the Land of the Cherry Blasswith respect to risk and
actual, functioning legal regulations that impelde ¢mergence and operation of
VC companies. Figure No. 1 depicts the level okstiment outlay on high-risk
ventures over the years 2005—-2009 for the UnitateSt Europe, and Japan.

Figure 1. Venture capital investment in the UnitedStates, Europe, and Japan over the years
2005-2009 (billion yen)
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2000 - 1649 1592
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Source: “2010 Survey Results on Trends in Venturpit@alnvestment,” Venture Enterprise
Center, Japan, p. 3, http://www.vec.or.jp/downlo28/1

Analysis of data contained in Figure No. 1 indisate falling trend in
outlay in the case of Japan. An exception is ther @906, when growth was
noted. This is probably tied with the expansive gtary policy of that period

% Yonekura S. and Lynskey M. (2003), “Nothing Veritir Nothing Gained,” paper presented
at the Global Forum — Entrepreneurship in Asia: 4t$.—Japan Dialogue, April 16, 2003,
available from the Maureen and Mike Mansfield Faatrah, p. 11.
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and a short—term acceleration of the economy. That®n returned to normal
following this “one-time incident” and the economagain plunged into
recession. This was duly followed by a fall in M@éstments.

2. Characteristics of Venture Capital (VC) in Japan

Figure No. 2 shows the shaping of high—risk cagmtgdenditure in Japan
in greater detail, including for the years 2002-261he first initial public
offerings (IPOs) for Japanese high technology swathanges. Both indicators
are seen to gradually grow over the 2002—2006 gdalbowing the breaking of
the “Internet bubble” over the years 2000-2001.rtl with 2007, it is
possible to note a successive drop in both. Theamigs of changes in VC
investment is reflected in the fluctuations of th&SDAQ securities exchange
index, where small and medium enterprises as well@ companies are nofed
This is confirmed by the observation that the @téPO growth is, to a great
extent, dependent on the state of the economg.rilatively high during lively
and blossoming phases and low during crisis anéseign stages of the
economy.

4 Six security exchanges are currently functionmgapan—Tokyo, Osaka, Nagoya, Fukuoka,
Sapporo, and JASDAQ. April 1, 2010 saw the merded ASDAQ (including the segment of
NEO-New Entrepreneurs’ Opportunity high technolegynpanies) with HERCULES, which is
a part of the Osaka exchange for new, innovativédien JASDAQ, inclusive of the NIKKEI
stock exchange index, remain the most renowned V(&ehaThe others are MOTHERS, AlM,
etc.
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Figure 2. Venture capital investment in Japan ovethe years 2002—2010 (billion yen)
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Source: “2010 Survey Results on Trends in Venturgit@lalnvestment,” Venture Enterprise
Center, Japan, p. 2, http://www.vec.or.jp/downloaé/1

Figure No. 3 presents the number of initial pubfi@rings financed using
high—risk capital in Japan over the 1999-2009 pesiobdivided into concrete
stock markets.

Figure 3. Number of initial public offerings (IPOs) of companies supported by venture
capital in Japan over the years 1999-2009
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Source: 12. OSE/JASDAQ merger’s significance arafthure of Japan’s venture markets, NRI
Financial Research Paper “lakyara,” Nomura Reseastftute, vol. 78, p. 3.
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T. Kirihate® (2006) states that a lion’s share of VC investnestt to the
processing industry, followed by food and beverafelesale and retail trading
(Table No. 1). In the United States over the saar®g the breakdown of outlay
achieved using the same method was ultimatelyréifteand preferred software
and information processing, tele—information tedbg®s, and medical
products (Table No. 2). The enclosed data agaifiraomhe premise regarding
the leading role, including in chronological sequesnof the United States in
initiating technological progress and investmentwidver, changes should be
noted on the Japanese side. For example, VC ineessmin biotechnology
increased from 3.7% (the whole of outlay in 19987 7% in 2008. In their turn,
VC investment expenditures on health care grew flo5% to 9.4% over the
same periot

5 Kirihata, T., “The Formation Process and Charasties of the Japanese Venture Capital
Industry,” Working Paper, No. 113, Kyoto UniversiBebruary 2010, p. 6.

5 Research was conducted by the Ministry of PostsTatecommunications in 2002 and was
subsequently repeated in 2008.
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In their turn, Mayer et al. (2005) prove in theimgparative study on VC
investment in Japan, Germany, Israel, and GreaiBribased omNikkei Kinyu
(Financial Nikkei) data for sixty—two high—risk cpamies, that resources are
primarily applied to the needs of the tele—inforimatand software industry,
with biotechnology, the life sciences, and envirenital protection second. The
authors contend that a relatively small share oflagu supporting the
development of electronics and semiconductors a§ @a& products and
technologies from the processing industry (inclgdimemicals) stems from the
fact that most serious research and developmerk imodapan in this field is
conducted in the laboratories of major companigb@fkeiretsu®.

3. The Entity Criterion for VC Investment in Japan and Its Importance
to Efficiency

There are various sources of “venture capital” stwveent financing
throughout the world. In the United States, the iamt role is played by the
stock exchange and corporate investors as well ralviduals—"angel
investors.” Corporate investors are mainly recciittom among former
executive or financial managers. Retirement fuilbdgh( state and private) are of
significant importance in supplying high-risk fircamg, as are insurance
companies. In Great Britain, the most frequentlyt m@urces are retirement
funds, but also insurance companies as well asvichdil and government
partner® In economies where the financial system is basedanks (e.g.
Germany and Japan), there can be an overwhelmamppderance of banks as
the basic entity providing resources. This is thgecin Germany. In Japan, it is
the non—banking financial institutions that aregogatest importance (securities
companies, credit card companies, leasing comparied mortgage credit
institutions), followed by banks and insurance canips. However, a large
share of these is at least in part owned by banks.

A specific feature of activities in the high teclkogy industries is the long
period of return and the related uncertainty ahécofinal results (what is known
as the “novelty risk”). This means that, in geneiatlividual and corporate
investors are more inclined to allocate outlay liese fields as opposed to
institutional investors (banks, retirement fundsd ainsurance companies).

" C. Mayer et al., “Sources of Funds and Investmertiviies of Venture Capital Funds:
Evidence from Germany, Israel, Japan, the Unitetgom,” Journal of Corporate FinangeNo.
11, 2005, p. 593.

8 Ibid., p. 587.
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However, if that is the case, “crafty” banks, irdihg Japanese ones, try to tie
the financing of small innovative companies witleithown main objective,
which is the quick multiplying of money (more onstopic below).

The relatively small interest of banks in commdrcigdit for small hi—
tech companies is linked with their weaker (as camg with major
corporations) position in terms of assets. Thisdlaes into creditworthiness.
Moreover, although new ventures may be charactérige high development
potential, the discussed entities usually do netlraal estate of other forms of
security for loans at their disposal.

Although it is true that Japanese banks—when souesigd by
government financial institutions (Japan Developnigenk)—agreed to accept
intellectual property (brands and patent) as cafédt(Yonekura and Lynskey,
op. cit, p. 3), the precise assessment of its vahe low asset liquidity are
a significant barrier. After all, banks prefer seguthat, if necessary, can be
sold almost at a moment’s notice. On the other hamdngible assets (e.g.
patents) are subject to quick “depreciation,” eillycin cases of an absence of
developed trading markets and the Japanese sy$tprotection for inventors,
which is not overly rigorous. Moreover, high teclogy companies generally
demonstrate long periods of research and develapb®&are any new product
or new implementation makes its appearance.

In such a context, there is nothing strange in fded that Japanese
financial sector entities invest by way of spegialteated VC companies that
are affiliated to them. There is also nothing sgeim the concentration of outlay
in later stages of project implementafigiust before the public debut of the new
companies. This way, financial resources are frdaera short period of time
and support is given to companies whose succets the bag.” In the mean
time, from the point of view of promotion of authienprogress, funds are
necessary that will reward the risk, costs, andrages in the early stages of
innovation (obviously after the presentation ofavincing business plan) at
least in part.

If one subdivides the entire period of operationt® ifour phases—(1)
Seed money, (2) The establishing of new VC compafstart—ups), (3) A one
to five year period, and (4) A five to ten yearipdr—the United States is in the
forefront with respect to involvement in the fiesdd second phases, while the

% Hellmann, T., Lindsey, L., and Puri, M., “Buildingelationships Early: Banks in Venture
Capital” (April 2008),Review of Financial Studig¥ol. 21, Issue 2, pp. 520-521, 2008. These
observations apply to relations between banks a@dc¥mpanies in the United States. They
confirm the overall conclusion that in starting peaation banks look to future profits—e.qg.
projections as to the possibility of granting ctedhis principle is also in force in Japan (Kitiaa
“The Formation Process ...,” op. cit., pp. 8-9).
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majority view in Japan is a “late appreciation”emiation. It is not without
import that former bank officials hold seats on pamy boards. They, as
claimed by Kuemmerf8 (1999), know how to assess the value of credit
security, but lack sufficient general economic kienlge making possible the
drafting of a good business plan or technical knoow-that is prerequisite to
the identification of promising advanced technolpggjects.

Table No. 3 presents the ten largest VC investordadpan in 2007.
Analysis of the data found in the table indicatest they are indeed giants in the
Japanese financial sector. Thus, in their 2009 rprE8BI Holdings (1999) is
derived from Softbank Investment, JAFCO — Japarogissed Finance Co. Ltd.
(1973) is affiliated with the Nomura brokerage hmuand Mizuho Capital
(2002) is tied to the Mizuho financial group, or nmpecifically, the Mizuho
Bank. The remaining companies have a similar pedig€huo Mitsui Capital
was a company established as a subordinate of éngech Mitsui Bank and
Sumitomo Bank (2002), while NIF SMBC Ventures issdly connected to the
Daiwa brokerage house.

Table 3. Japan’s larges venture capital investors,ad7

Venture Capital Investments (billion yen)

SBI Holdings 1170
Chuo Mitsiu Capital 769
JAFCO 603
NIF SMBC Venture 370
Nikko Antfactory 239
JAIC 227
Mizuho Capital 90
Tokyo Marine Capital 81
ORIX Capital 80
Mitsubishi UFJ Capital 79

Source: M. Corver, op. cit., p. 4.

The only entity in the table that is not an “exiens of the financial
sector is JAIC — Japan Asia Investment Co. Ltd81)9It was founded with the
mission of supporting innovative advanced technplomjects.

1 Kuemmerle W. (2001), “Comparing Catalysts of ChanBeolution and Institutional
Differences in the Venture Capital Industries in 08, Japan and Germany,” Chapter 7,
Comparative Studies of Technological Evolution, Rede and Technological Innovation,
Management and Policyedited by. R. Burgelman and H. Chesbrough, AmsterailaghOxford,
Elsevier Science, vol. 7, p. 36.
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According to the VC Fund Benchmark Report, thereemeighty—five
high—risk capital companies in Japan in fiscal y2a®7. They managed 451
funds (Corver 2008, p. 12). The average fund volwas approximately USD
40 million (after conversion). Fund resources wereaverage, supplied by ten
partners—investors.

The fact that it is primarily entities of the findaal sector that are engaged
in VC processes also finds its reflection in thareleteristics of the methods
used in withdrawing capital from the modern tecbgygl investment market
(compare Figure No. 4). The most frequently appf@th is the initial public
offering (IPO). It is with the trading debut thdtet first profits make their
appearance. These are consumed by the supplieiesnd$é. There are other
methods that are less popular: debt write—off, camgp liquidation, stock
repurchase by the investor, and the sale of thelded entity. It should be
added that the last form is used particularly ofterthe United States, the
country of origin of VC, because it is at that meméhe investors in stock
receive cumulative profits. In analyzing the datathe figure in detall it is
possible to notice the falling number of IPOs (bistlierms of relative volumes
and absolute values). This may point to a growiolg of other methods for
withdrawing capital. It may also be the result @Epten years of recession in
Japan.

The priority assigned to the IPO generally stenmmfrthe fact that
financing by way of high—risk capital conducteddmtities that have ownership
ties with the banking sector and securities instifis remains in agreement with
the goals of that segment of the economy—i.e. miakiig quick cash turnover.
Thus, the mission behind these actions is not iation and diffusion, care for
the development of the co—created company, ordledf patents and products
for industry, but primarily the multiplying of prib$.
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Figure 4. Methods of withdrawing VC over the year »03-2008
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Source:Venture Business Review in Japan, 2008—20@hture Enterprise Center, Japan, p. 2,
http://www.vec.or.jp/download/114

4. Legal Solutions in the Area of Financing High—Rik Capital

The first private VC company in Japan was estabtisimn 1972. Kyoto
Enterprise Development, a “daughter” company of tdy@dssociation of
Corporate Executives, was created on the basisnwdridéan models (Kirihata
2010, p. 3). Its operations concentrated on sugdporthe development of high
technology small and medium enterprises in the &yotgion. It made
investments valued at approximately JPY 300 million forty—two local
corporations, financial institutions, and otheriteeg listed on the Kyoto stock
exchange over the eight years of its existencet Mabably, one of the major
reasons for its liquidation was organizational ascavhen compared with
similar ventures in the United States (as a rulelenap of only a few private
entrepreneurs in collaboration with financial ingions). The first investment
fund was established by Nihon Godo Finance in 8&2hata 2010, p. 5).

Significant progress has been made in legislatimveming the
functioning of enterprises. Representatives of camgs investing high-risk
capital had no rights to sit on the boards of slibsy companies prior to 1995,
limited liability companies were not allowed up 1898, and there was also
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a ban on investment in retirement funds. Theremwgasse of stock options as an
instrument motivating management staff, too. Withe tintroduction of
amendments to the Commercial Code in 1997, peronissas granted for the
use of stock options in the case of the manageoferew advanced technology
companies. The following year saw the introductioin laws allowing the
creation of limited liability companies in this likin order to attract funds from
institutional investors.

Successive solutions were passed in 2001. Up tditha a company was
not allowed supplementary financing from the cdpitarket from the start of
the fiscal year of the planned public debut to rti@ment of actual registration
(Yonekura and Lynskey 2003, p. 6). Moreover, aéferred stock as well as
guaranteed and converted bonds had to have beepsfamaed into stock
(common stock) prior to the end of the fiscal yeaaceding going public. These
requirements were executed even in situations wihere was no certainty as to
whether or not the IPO would actually take place.

The year 2002 saw further modifications to the Camuial Code.
Regulations restricting the operations of small myimg companies were
changed. The minimum price rule for issued sto€kY(30,000) was eliminated.
A similar rule relating to the minimum stock prié@lowing a split was also
stricken. These regulations greatly restricted tlpiidity of companies
undertaking high—risk investments. Other rules darapjng mechanisms for
capital market financing were also removed. Priecipl. is one such example.
It insisted that in each and every case of a neweiof stock, the volume of
common stock could not be greater than four tinfes wolume of preferred
stock. Moreover, the actual ratio had to receivereyal by two-thirds of the
stockholders. Also eliminated were “draconian”(Ykme and Lynskey 2003,
p. 8) restrictions tying the rights to stock optamith preferred stock as well as
guaranteed and converted bonds.

5. Unsolved Problems

Apart from the lowest indicator of GDP share in Wf@estments of all
OECD countries (OECD Economic Surveys: Japan 20Mith a level of
approximately 0.01%, among the most important wivesl matters is the
already mentioned preference for incurring expemeg in the mature phase of
the investment process. This is a characteristditguof the activities of entities

' OECD Economic Surveys: Japan 2011 OECD Publishing, 2011,
http://dx.doi.org/10.1787/eco_surveys-jpn-2-114&r93 (statistical data for Japan for 2006).
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of the financial sector that minimize the periodridg which resources are
frozen.

Other authors (Mayer et al., 2005, p. 593) point itsufficient
internationalization of VC investments in Japant Gfuthe fifty—five examined
funds, 44% only allocated their resources domdstjci3% in a single region
of the country, 38% less than one—half of outlagpat), and only 5% more than
one-half. Apart from the domestic orientation of ¥@ivities, the small number
of ventures with the participation of foreign pantsis a cause for concern. Such
participation is certainly not fostered by the 2@8% on the profits of mixed—
capital limited liability hi—-tech companies colledt from foreign investors,
introduced in 200%7.

The last phenomenon that must be noted is linkell wihat is known as
the “grandstanding” effect. It was observed by Gersp1966, pp. 17-53) and
described in the case of Japan by three econom@Gtisd, Uchida, and
Matsumoto (2007). Pursuant to the “grandstanding/polthesis, newly
established high-risk capital companies that ashge®e no standing on the
market are enticed into going public too quicklyonder to build a standing. The
case of Japan confirms this hypothesis. This ig@ally true with respect to
independent companies that have no capital tiel Whié institutions of the
Japanese financial sector.

An analysis conducted over the years 1986-2006 cabes that
independent Japanese companies are listed ondble sxchange earlier and
with lower share capital than other VC entitiesliatied to the financial giants
This tendency may be explained by the fact thatpimtrast to their competitors,
they do not have resources from a “mother” companyfrom the internal
financial market of the given “keiretsu” industridoup. Lacking close ties with
financial institutions, they must depend on extesmairces of additional capital.
Moreover, it has been observed that independemtshé most part, make their
debut on less rigorous markets—i.e. mainly MOTHERErket of the High—
growth and Emerging Stocks), the floor for advantamhnology on the Tokyo
stock exchange, and HERCULES that, up to 2010edesimilar entities within
a part of the securities exchange in Osaka. Thergigf the most important hi—
tech investment market—the JASDAQ securities exgearare too difficult to
meet in this case.

The fate of the AIM (Alternate Investment Marke)interesting against
this backdrop. This is a new high technology maitkett was established as

2 Compare M. Corver, op. cit., p. 19.

1 Getsu S., Uchida K., and Matsumoto M., “The DarideSof Independent Venture
Capitalists: Evidence from Japan,” pp. 12—-13, h@prh.com/abstract=1928586
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a “joint—venture” of the Tokyo and London stock kanges in 2008. It was
founded after the Japanese corruption scandalseofiineteen—nineties and the
bank crisis of 2007. The new market was intendedbé¢o different from
MOTHERS with its significantly stricter registraticcriteria. Required on this
market are transparency, accounting in agreemeht imtiernational standards,
listings in the English language, and observandéetequirement for company
results to be public and for strict control ovemsider trading” (illegal benefits
derived from access to information about a compganiyr to its public listing,
for example). According to data from the close @12, only one company—i.e.
Mebiopharm Co. Ltd.—entered this market!

Significant underpricing of IPOs may be observedttir case of VC
companies that are not linked to the financial@®ttTo a great extent, this is
the result ofex anteuncertainty with respect to the value of the conypdt is a
situation in which the price of company stock & thoment of its going public
is lower than the market value because issuerafearl of excessive risk. There
is also a second aspect—long—term economic resilkese also note
significantly lower profits than in the case of qmanies acting in the name of
financial giants (Wang, Wang and Lu 2003, pp. 22084). Thus, both
phenomena—the underpricing of stock prices in Bf@ process and long—term
results—seem to positively confirm the hypothesistiee “immaturity” of
independent VC companies in Japan.

6. Conclusions

1. The role of VC investment in Japan measured ashhee of outlay in GDP
is not large and Japan itself is in last positiammt among OECD countries
in this respect.

2. Most investments in the advanced technology intisstrapart from the
financing system, are also dependent on otherrastch as availability of
investment projects, alternative sources for fifr@gcinnovation, tax
incentives, legal regulations, the degree to whicfovative activities are
conducted by major companies, and overall macrayao@ conditions.

 Theories interpreting the phenomenon of IPO umitgng may be subdivided into those
derived from the asymmetry of information (espdgidimportant in the hi—tech sphere),
institutional, control, and behavioral. For exampléirkulak et al. (2005, pp. 451-470)
demonstrates that Japanese IPOs during the infiormétchnology (IT) boom of 1999 were
significantly more underpriced than over other gear
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3. The low rate at which new companies are establighelhpan as well as
their relatively small size seem to be a reflectibproblems with credit by
small enterprises. It is for this reason that theetbpment of VC financing
is considered to be favorable for both already texgssmall innovative
entities and new technological start-ups.

4. Investment allowances should be proposed more lyrdarder to utilize
the potential embedded in high-risk capital comgsnand the creation of
databases relating to achieved results with redpealready operating VC
firms. The adding of intellectual property to thesenal of security
instruments also seems to be a good solution.
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Streszczenie

VENTURE CAPITAL W JAPONII JAKO INSTRUMENT FINANSOWE GO
WSPARCIA INNOWACYJNO SCI GOSPODARKI JAPO NSKIEJ

.venture capital” (dostownie kapitat wysokiego nka) przeznaczony jest do
finansowania matych firm, ktére same nie posiadaystarczajcych zasobdw, lecz ich
dziatalngi¢ wskazuje na potencjalnie fhuzyski w przyszfoi. Szczegblprole maie on
pelni¢c w rozwoju bras zaawansowanych technologicznie, azéakwe wzrécie
przedsgbiorczaici, rozumianej jako gotowsd do zaktadania nowych firm (,star-ups”).

Dwa czynniki: pierwszy — stosunkowo mata liczba yubwfirm, a take firm
likwidowanych w skali roku (,firm turnover”) w Japii oraz drugi — niewielki prestj
jakim cieszy si zawo6d przedsbiorcy, nie sprzyjaj dynamizacji omawianej formy
finansowania przedsivzic¢. Cytowany wskaik, dla Japonii nalgy do najniszych
w poréwnaniu z innymi krajami wysoko rozwtgimi (Grabowiecki 2000), Zgrofesja
przedsgbiorcy nie jest szczytem ma#ziidzi po studiach. Znacznie bardziej chcieliby
oni swojy kariere zawodow realizowa' jako cztonkowie ralowej biurokracji lub
pracownicy ddej korporacji (Corver 2008, s. 2). Tawiadomaé ulega jednak
stopniowej zmianie, chociay dlategoze wbrew popularnym przekonaniomgkgzaé
niewielkich przedsgbiorstw, powstaje nie w okresie prosperity, leczd pkoniec
spadkowej fazy cyklu koniunkturalnego. Zgtdz; mamy do czynienia w Japonii od
paru lat. Miodzi, kreatywni ludzie, rekrutigy sk z bezrobotnych, poszuluj
samozatrudnienia, wykorzysjujvszelakie szanse, tkwge w ,ruszagcej na powrot”
maszynerii gospodark (Yonekura, Lynskey 2003,)s. 11
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Management Accountant’s Role and Functions in the Berprise
Resource Planning Environment — Author's Own Reseanh into
Enterprises in Poland

Abstract

ERP systems have revolutionized practically all eatp of business
processes in enterprises. They help improve theegsses by ensuring their
integration. Ensuring integration between financadd non-financial data, an
ERP package gives new quality to the managemenitefprise value. All these
features make ERPs particularly important for spésis responsible for
providing management information and measuringgrerince of the company.

This article seeks to answer whether the implentiemtaf an ERP system
has an effect on the management accountant’s tskgunctions, especially in
the field of performance measurement and interepbrting. The ERP impacts
on the controller’s role in the organization wiletevaluated using field studies
on six enterprises owned by multinational corpamas. The question that
should be asked here is whether controller's fumgiand tasks will also be
unaffected.

1. Introduction

The new economic reality characterised by hyperaditipn calls for the
development of competitive business strategiesesddrg customers’ needs,
quality, time and product prices. Management actognwhich provides
information necessary to make decisions and mamaagerganization grows

"Ph.D., Dept. of Accounting, Faculty of Manageméitijversity of +6d:
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increasingly important in this demanding busineswirenment. Financial
controllers and management accounting specialistdrhe one of the more
important employees, without whom effective manageinms not possible.

The role and functions of the controller have begalving, driven by
factors such as changing business environment arsihdss management
methods and the introduction of new managementusitictwy practices, but also
due to the availability of new information techngiles, particularly of integrated
solutions called Enterprise Resource Planning sys{&RP).

ERP systems have revolutionized practically all eatsp of business
processes in enterprises. They help improve theegses by ensuring their
integration. Data are entered into an ERP systdgnance and can be accessed
through any of its modules immediately afterwartisis becoming a valuable
source of information about the enterprise. Engurintegration between
financial and non-financial data, an ERP packageginew quality to the
management of enterprise value. All these featmnake ERPs particularly
important for specialists responsible for providmgnagement information.

This article seeks to answer whether the implentiomaof an ERP
system has an effect on the management account@sks and functions,
mianly in the field of internal reporting and perftance measurment. The ERP
impacts on the controller’'s role in the organizatiill be evaluated using field
studies on six enterprises owned by multinatiorapaerations. The study is
consistent with the research into ERP effects onagement accounting and
confirms the existing findings. This field is ingsting to explore, because the
studies carried out so far indicate that the imgetation of an ERP package
does not induce major changes (mainly Scapensy&az2003 and Granlund,
Malmi, 2002). The question that should be askee lerwhether controller's
functions and tasks will also be unaffected. Beeanfsits subject, this study
contributes to the volume of research into ERP ctffeon management
accounting and complements author’'s earlier ingattins into ERP systems.
It also indirectly addresses changes in the pemepnd definition of the
controller’s role and functions in an enterprisehickh have been broadly
discussed in the recent years.

2. Controller’s role and functions in an enterprise

Over the last three decades management accourdm@éden growing
increasingly important for business managementgases. This trend makes
enterprises lay stronger emphasis on the functiofscontrollers and
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management accountants. The requirements thatspesalists are expected to
fulfil, their job descriptions, roles and functiodmve been the subject of
numerous studies. Researchers are increasinghedtéel in issues arising from
the evolution in the roles and functions of manageimaccounting specialists,
seeking also to establish where the changes coone fin Poland Soliska,
2003; Sobaska, Wnuk 2000; Szychta 2002, etc.; and abroad B8napens,
2000; Scapens et al. 2003).

The position and functions of a controller are dateed by many factors,
such as the degree of sophistication of entergrisganagement accounting
system, the methods and tools used in this areagkhss national, cultural and
economic determinants (Szychta 2005). According the IFAC experts
(International Federation of Accountants), a managg accountant is expected
today to provide enterprise managers with decisiaking information and to
actively support business management processés iorjanization. A. Szychta
stresses that instead of being an analyst workirigalation from the enterprise
management, a management accountant should beivga goint of [the
enterprise’s] information transmission system”, shmaking it easier for the
enterprise to achieve its objectives and to implitsrgerformance on a regular
basis (Szychta, 2005).

The role that R.S. Kaplan (1995) gives to contrslis even broader, as
he suggests that they should belong to the ensefprivalue-adding team. He
also underlines that management accounting sp&siatiay be instrumental in
developing and implementing business strategiesimraireamlining business
processes.

A very interesting approach from the ERP perspectias presented by
R. Cooper (1996). Cooper’s vision of the future what the management
accounting functions would be decentralised ant fbainstance, one of them
— the delivery of information — would be taken ou®r other staff in the
organization. This means that the main functiothefcontrollers would consist
in designing and implementing information systemgp®rting management
accounting, rather than delivering data and geimgra¢ports.

The management accounting literature owes the ‘tieybrid accountant”
to J. Burns and R. Scapens (2000). According to al¢hors, today'’s
management accountants are not only “suppliershiormation, but also, to
a great extent, advisors on the financial and mamtial impacts of enterprise’s
activities and processes. In addition to havingarial and accounting
knowledge, ,,hybrid accountants” possess an unysgabd understanding of
the processes run in the enterprise and its speltdabcter. These specialists are
most common in the process-oriented organizatiwhgre they cooperate with
process managers while being also managers, adslvasnd consultants on
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a given process. They are members of the accoutearg, but they primarily
belong to the process management team.

J. Burns and R. Scapens as well as other authatiged their research
on the role and tasks of management accountamanééd by the Chartered
Institute of Management Accountants (CIMA), the eash involved three
decades of interviews with these specialists, ai ag analyses of CIMA
periodicals published in the same period and ofagament accounting job ads
(Balvinsdottir et al., 2009 and Balvinsdottir et, &009a). The conclusions the
authors reached were rather surprising. They fabat notwithstanding all the
changes in how management accountants and thdis tasre perceived
(a perceptive shift from a “bean counter” to a nrodeusiness partner) over the
three decades, the accountants’ primary functiothénorganization remained
the same. According to the authors, a controll@ukhperform the traditional
role of an analyst of board’s decisions and of gpser of vital information for
managers to make decisions on long-term growth.s Téhbuble role is
particularly welcome in a time of crisis — a marageat accounting specialist
should be “a pessimist expert” limiting the sympsoof ungrounded corporate
optimism.

CIMA is not the only organization to trace conteof’ evolving
responsibilities. In 2007 Ernst&Young interviewed 4inancial controllers,
financial directors and external consultants ineortb determine the role of
financial controllers vis-a-vis managers’ needs &ne Sarbanes-Oxley and
IFRS standards, and to formulate guidelines fosehspecialists to further their
careers. The main tasks of controllers as arisiogh fthe survey are, among
other things, adding value to the organization,rommg the reporting solutions,
and making the organization more effective (ErnstYy@&ung research report,
2008).

In recent years controllers’ functions have beewredgalised. It is
currently believed that some of the managementuwataats’ tasks should be
assigned to managers or operational staff (e.gptlparation of some reports,
variance analyses), while the controlling staffiddocconcentrate on designing,
implementing and improving management accountiistesys.

Very interesting studies are those trying to explahy the functions and
the role of controllers change. The changes arenlynattributed to the
economic situation in the 1990s, particularly te gtrong competition in the
global markets. In a difficult business environmergnagement accounting and
management accountants become very importantdardhganizations.
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J. Burns and R. Scapens (2000) found that comigofiirocesses in enterprises
faced by strong competition are customer oriented lay emphasis on the
customers and the market.

Controllers’ responsibilities are also affected teghnological progress,
particularly the availability of modern IT solutisnToday’s advanced computer
technologies offer very efficient hardware platfermat the same time, hardware
prices are going down, so even the small and medimed companies can
afford to use sophisticated computer systems.

Some authors indicate that management accounthmstions change
following major modifications in the organizatiof modern enterprises. In the
1970s and 1980s enterprises merged to form congédes but in the 1990s
a reverse trend could be seen: enterprises coatethton their core activities,
while other services were outsourced. These treaftbcted the scope of
controllers’ responsibilities too (Burns, Scape@f®.

A. Szychta (2005) characterised management acausnita the context
of the standards and guidelines developed by girefiessional organizations, as
well as presented their functions and tasks irticelgo the changing scope and
methods of management accounting.

3. The nature of ERP systems

As a result of the enormous progress in computiense that has taken
place in recent years, financial controllers haaeived new tools that improve
their performance in various ways. An IT solutitwatt started to develop in the
1960s and has revolutionized processes in comtgotliepartments is integrated
information systems known as Enterprise Resouremritig systems (ERP).
The systems use the available, minimal set of tagenerate all information
one needs to make decisions and prepare the rdqueports. This feature
allows shutting down all independently running ancerlapping systems for
data collection and processing that can be fourrdany enterprises. The ERP
systems give managers access to each unit's datoasas they are entered into
the system, as well as enabling all employees énotlganization to exchange
and distribute information — this functionality hbecome characteristic of the
turn-of-the-century information technologies (Grard, Malmi 2002).

In addition to being multi-modular structures, #RPs are also special in
that all data are entered only once and immediadéiisrwards they become
accessible through all system modules. Their otbatures include functional
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comprehensiveness, the ability to integrate datlpancess, customization, ease
of configuration and compliance with local lawsh@g, Seddon 2002).

The main purpose of an ERP package is to ensutealhmanagement
levels in an enterprise are integrated as muclossifde. The package covers all
production and distribution processes in the enwp integrates various
business areas, streamlines flows of critical mf@ation and enables instant
responses to changes in the market. The ERP datapdated in real-time and
can be accessed whenever needed (Spathis, Coniskas2004, p. 235).

Integrated information systems known as ERPs havelutionised the
way enterprises do their business. They are reddiljlementable sets of
integrated modules that can handle all businesstiturs (Kavanagh 2001).
They are also dynamically customizable, which meahasthey can be adapted
to address the needs of any industry. ERPs cad baihprehensive models of
business processes, which places them among afbemb solutions
containing large numbers of modules characterisgddifferent complexity
(Scapens, Jazayer 2003, p. 202).

A particularly valuable feature from the managemedcounting
perspective is that not only can the ERP data lkd nsultiple times, but they
can also be accessed by the system'’s different lm®dwhich saves additional
and frequently unnecessary data processing. Morgthemain advantage of an
ERP system — the accessibility of a wide rangeesifly entered data from any
place or geographical location — gives a new vatuthe work of a financial
controller or a management accountant. This feditireys controllers closer to
their area of responsibility. It is particularly portant for multinationals, whose
management accounting staff is frequently requicedervice remote branches
(Quattrone, Hopper 2001).

4. A review of the literature about ERP impacts ormanagement accounting
systems

The influence exerted by ERPs on management adogurand
management accountants has become the subjedeairch relatively recently,
because the first studies from this field startete published in early 2.

Booth at al. (2000) reviewed the experiences oftralian enterprises
implementing ERP systems to determine their benédit broadly understood
accounting. According to the enterprises, the ER®Bsed useful in processing
transactional data and as a source of informatenessary to make short-term
decisions. At the same time, though, their capgbitf supporting more
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advanced strategic decisions was very limited.dnegal, the systems did not
have effect on accounting practices.

One of the most interesting studies discussing ER®pacts on
management accounting and management accountargs careducted by
M. Granlund and T. Malmi (2002). They showed the €Examined ERPs only
moderately affected control and management acamysiystems. The sampled
companies did not implement new management acewuatlutions, preferring
to improve the methods and tools they already uséateover, their more
advanced management accounting tools functionedideutthe ERPs. The
authors noted, however, that the implemented ERES)s had a considerable
and positive influence on the management accoustamie in the enterprise.
The representatives of the controlling departmesttged that owing to the
systems their work added more value to managemamtad and managers’
decisions.

Analysing the SAP implementation in BM (Europe)banch of the
global BM Corporation, R.W. Scapens and M. Jaz42603) also found that
although the system did not contribute to changkig place in the corporate
management accounting system, it made their inttoolu much easier. They
additionally established that following the intration of the ERP system the
role of the management accounting specialists waadened in the enterprise
and that the traditional functions of the contrali department were
decentralised at the same time.

C. Spathis and S. Constantinides (2004) surveyexkelGenterprises to
find out why they chose to implement ERP systemd waat accounting
practices were used in the new environment. Thedlirfgs showed that more
than half of the enterprises used ERPs to calctilagacial and non-financial
indicators of performance, to carry out multidimensal analyses of
profitability, to plan and control budgets, andmanage cash. Only few added
operational management, activity-based costinggetacosting or marginal
costing to this list.

In 2005 P. Quattrone and T. Hopper compared SARmMRpBEmentations
in two multinational corporations. The authors’ mgoal was to establish how
the systems affected the exchange of informatidwden the branches and the
headquarters, as well as the solutions appliediwitianagement accounting
and internal control. The implemented ERPs did brotg about the expected
changes in the internal control system in any ef ¢brporations, although the
authors pointed to different causes of the sitmatio

An extensive study analysing ERP impacts on thewdant's role and
functions was carried out by A. Caglio (2003). Hughor maintains that the
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introduction of an ERP system contributes to theation of new hybrid jobs in
the enterprise, including the position of a “hybadcountant”. She also found
hybridisation between particular groups of professi The implementation of
an ERP system leads to redefinition of accountaiaisks. Some of them are
taken over by employees in other departments, whjmms the door to their
professional development and is likely to increths®r importance in relation to
other stakeholders in the enterprise.

Having interviewed the representatives of the mamamnt accounting
department and financial department in the entsgpthey chose, O Mahony
and J.Doran (2008) concluded that while the ine2reid employees benefitted
from ERP implementation, the department’s respdlitils changed little.

The Griffin and Dempsey study (2010) had a sligldifferent character
and aims, as the authors concentrated their effortestablishing accountants’
influence on an ERP implementation in a public aeenterprise. Their research
is very interesting, because it underlines the imgoee of the contribution made
by the financial accounting and management acaogirdiepartments to ERP
design and implementation. When an ERP implememdgam does not have
these specialists among its members, then a censisystem meeting legal
requirements and able to handle the organizatiosiness model is not likely to
be created.

5. Presentation of the field studies

This study sets out to determine how an ERP imphation affects the
management accountant’s role in the enterpriseattempt is also made to find
out about the ERP-induced changes in controllexsponsibilities and tasks.
The exploration of this subject area was inspirgdehrlier, similar studies
conducted by M. Granlund and T. Malmi (2002), RS®%apens and M. Jazayeri
(2003), A. Caglio (2003). R.W. Scapens and M. Jadg2003) suggested that
further interviews and in-depth field studies werecessary to confirm their
findings. It is interesting to note that all stuglimentioned in this article show
that an ERP system has only limited effect on th&erprise’s management
accounting system and that controllers’ tools amdhads remain virtually the
same following its implementation. On the other chatihough, the studies by
M. Granlund and T. Malmi (2002), R.W. Scapens andl&kayeri (2003), and
A. Caglio (2003) indicate that an ERP system sigaiftly affects the practices
of management accountants.
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The following research hypothesis is formulated:

HYPOTHESIS: The implementation of an ERP system indces changes in
controller’s responsibilities, tasks and role in te company.

Between 2010 and 2011 the author of this articleeriewed the
representatives of six Poland-based enterprisegjrgpto establish how their
management accounting solutions changed with ttreduaction of an ERP
system. The analysis of the six cases showedhhatitange did not entail major
modifications in the management accounting systémsddition to trying to
identify the changes in the range of managemendusting tools and methods,
the survey also asked questions about the comigoliepartment’s role,
functions and scopes of responsibilities before afitdr the system was
implemented. In the course of the discussions aB®R systems’ bearing on
the controller’s job, the management accountants wsked to describe how the
systems impacted on their work.

A field study analysis was chosen as a researclhadetoecause this
approach is used increasingly often to study mamagé accounting. The list of
authors who have used it to analyse ERPs and thioreships between them
and management accounting, financial accountingiatednal control systems
includes, inter alia, M. Granlund and T. Malmi (2002), S.C. Lodh and
M. Gaffikin (2003), R.W. Scapens and M. JazayedO@, A. Caglio (2003), as
well as P. Quattrone and T. Hopper (2005). Accagdioa M. Granlund and
T. Malmi (2002), the method offers more possikikti of explaining the
occurring phenomena than a questionnaire survey,da@s not suggest any
answers to the respondents. R. W. Scapens and kayela (2003) also
recommend a field-study analysis as a tool progidi better insight into
management accounting changes induced by ERP systAithough the
approach does not justify deriving generalizatifsom the findings, it seems to
be the most suitable tool for explaining the questiraised in this study.

Research conclusions were drawn from the interviemith the
representatives of six enterprises being Polandebasanufacturers owned by
multinational corporations. The interviews involvéll financial directors,

3 financial controllers, 2 heads of controlling dements, and 2 representatives
of IT departments. The interviews were scheduledcafound 2 hours and were
conducted based on a questionnaire outlining thetor discussion. The same
form was used to take down respondents’ answersadaiition to giving
interviews, two manufacturers made available tivairking documentation that
they used to parameterize and implement their ERRemS, as well as user
instructions.
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In the course of the survey major changes in theagament accounting
systems, such as the introduction of a new costuating system or a redefined
concept of budgeting, were found in only two entiegs, but the reason why
they occurred were the information needs of the newporate owners of the
enterprises and the owners’ wish to standardizeagement accounting tools
and methods across the global organization. Moredwe enterprises ran their
more advanced cost accounting systems, i.e. taoging and ABC, outside the
ERP packages. As in the case of the Granlund arichiMiadings (2002), it can
be concluded that ERPs consolidated the organimtinanagement accounting
methods and tools rather than making them innogativ

Three of the sampled enterprises used traditiomstl @ccounting systems
and budgeting methods that they had introduced rgeays before. The fourth
enterprise also chose to implement traditional daiesh absorption costing. One
enterprise in the survey usé&dizencosting and target costing in parallel with
standard absorption costing, another used ABC.

The interviews allowed drawing conclusions on hd®PEmplementation
affects the role, functions, tasks and the scopesgonsibilities assigned to the
management accounting departments.

A different role of a management accountant in therganization

All representatives of the surveyed enterprisesedjrthat their roles
changed significantly and became more importard, that they constituted an
important link in the information distribution andnterprise management
network. To some extent they became partners taagsan, who not only ask
the controlling departments for information and lgs@s they need to make
decisions, but also seek their advice beforehamie Of the management
accountants commented that after the ERP systeninqdemented he started
to collaborate with departments (e.g. the qualisgusance department) and
colleagues with whom he had had limited profesdionatacts before. Another
specialist stated that some jobs in the controliagartment, such as analyses of
new investment projects or of the impacts of somartserm decisions, were
more effective now, because of the contributiorottfer departments that had
rarely cooperated with the controlling departmeefobe the ERP system was
installed.

The role of the management accounting departmestsanbe more
important in the enterprises largely because ofr thetive involvement in
designing and implementing ERPs. Three of the siragement accountants in
the survey were even appointed as managers foriBRlementation projects.
Although each implementation project had the suipfpom external consultants
(e.g. Accenture, Siemens, BCC), the managementuatiog departments
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played a vital role as advisors and in-house coasid co-designing the final
solutions. One of the controllers commented thatr elre twelve months before
the system went live more than half of the conmgldepartment’ working time
was allocated to setting the system’s parameters.

With their extensive knowledge of the system, thanagement
accounting departments played the role of condgsltand a resource of
information even after the system became operdtiéoainstance, they showed
other employees which transactions must be usedrder to obtain the
necessary data, or what parameters a given tramsaatvolved. One
interviewee from the management accounting depattisieessed that because
of his involvement in the ERP implementation precdse could better
understand in-house processes and the linkagesedetthem, so now his
analyses were more precise.

According to the controllers’ own words, the ERBtsyns “pulled them
from behind their desks”. In the system customizatitage they had to go out to
employees in other departments to inquire them taimbernal processes, which
improved the cooperation between them also in ts-implementation period.
This leads to a conclusion about stronger integmatietween management
accounting and other business areas following tlamprocess.

In three enterprises the representatives of thdrating departments
were asked to deliver ERP training and to supptiierousers in the post-
implementation period. This strengthened businedations between the
controlling department and other departments, dkasecreating a climate of
mutual trust and healthier relations between thepleyees. One of the
interviewed accountants suggested that the respactthe accounting
department that other departments showed seentedgreater.

Changes in the scope of management accountants’ pesisibilities

One of the major changes in management accouhtastzonsibilities
was that they were asked to participate in the BERPlementation process.
Three of the six management accountants in theegumere project managers,
whose regular duties were suspended until the etiteomplementation period.
Their new tasks included also training and supfaorbther ERP users.

Other major changes in the scope of controllingadmpents’ duties that
could be attributed to ERP implementations werereported. The duties of the
staff in the management accounting departmentsriabigt included the
coordination of budgeting processes and budgetapmalculation of the cost
of a product, multidimensional analyses of profligh evaluation of
investment projects and control over investmentgetsl reporting on the
financial and non-financial indicators, and managetof net working capital.
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There were only two enterprises in the sample whezeresponsibilities
of the controlling departments somewhat changddviahg the introduction of
new cost accounting methods (target costing kaiden costing in the first
enterprise and the previously unused standard ptisorcosting in the other)
and of more complicated budgeting methods thanréefiespectively rolling
budgeting and traditional operational budgetingdwver, the main reason for
the surveyed enterprises to implement new manageat@ounting tools was
the aforementioned demand for information from tieav corporate owners,
who proposed that the same management accountifgyas those used in their
other factories be implemented to make sure thatnthnagement accounting
systems delivered standard and consistent infoomatin other words, the
controllers’ duties did not change because of tR€ Bystems, but following the
introduction of new management accounting tools.

New functions of management accountants in the emp@ises and the
decentralisation of some of their tasks

The ERP systems implemented in the enterprisesamiially automated
some of the tasks performed by management accdantdnus reducing the
amount of time the specialists needed to prepargnereports or to carry out
manual operations, and giving them more time topame precise,
multidimensionalanalyses. Operations that did not add value andeatly
wasted the time of the controlling staff were remm\for instance, at each
month end, at night, one of the controllers hattkose” the previous month and
to “open” the next one, so that the costs of a prodhe sale of finished
products and business events could be respecticetyunted for and recorded).

Moreover, following the integration of the businelsda, some reports and
analyses that had been previously prepared by theagement accounting
departments were assigned to other departments. ddrthe management
accountants illustrated the change by pointing dotrol over the budgets of
particular cost centres. Before the ERP systemimplemented the controlling
department would regularly prepare weekly costarane reports on particular
cost centres. When the installation was complageianagers of the respective
cost centres could generate such detailed repoetsdselves. This saved the
controlling department around 3 hours of its wogkimme a week, the cost
control was tighter than it had been, and the marsafglt more responsible for
their costs. In another enterprise in the survéy, controlling department
previously calculated the key financial and norafioial indicators with
different frequencies (e.g. the efficiency of theedt production workers was
calculated daily, defective product rates weeklyd ghe number of the items
sold twice a day) and distributed them among ghladenent managers and the
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top management; after the ERP system was impleheeteeh manager could
see the indicators for themselves, without havingask the controlling
department.

An interesting fact is that three controllers wefethe opinion that the
implemented ERP packages also increased the atfyf@oygees’ knowledge of
cost control, budgeting and of the causes of vadgnall of these items being
elements of management accounting. This change bwmayattributed to
employees’ involvement in the ERP implementationcpss and their ERP
training, or to easier access to the data. The gesadearnt more about the
enterprise’s chart of accounts and about the metbotployed to calculate most
indicators, and skilfully analysed variances frdmait costs.

Particularly important for multinational corporai®is that an integrated
system ensures standard reports, procedures agrdagds. In one enterprise
owned by a multinational the interviewed controlleade a comment that his
knowledge of the ERP system implemented in his plade allowed him to do
his job even in a factory that the corporation ram another continent.
Controllers gained new opportunities to exerciggrthrofession and develop in
the controlling departments located in differenttpaf the world.

Changes in employment in the controlling departmers
In the preparatory phase for ERP implementatiopleyment did not

change in any of the management accounting depatsnrethe six enterprises.
The numbers of staff remained the same, but somglogees were either
appointed as project leaders or were involved @ ithplementation process.
Even after the system went live, the departments it downsize their
employment. Consequently, smaller costs of salgrged to this category of
employees that the ERP developers promote as asswaiith their products
were not noted.

It must be stressed, however, that while the nurobemployees did not
decrease as expected, the enterprises significamtheased their scopes of
activity.

Better quality, more time

One result of ERP implementation that was apprediaby every
management accountant in the survey was the autmatt many previously
manual procedures and actions. All these spedatigteed that this feature
allowed them more time to make more useful analysesneet people from
other departments to support them in making detssior to actively participate
in the implementation of new projects.
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Moreover, every representative of the controlliegpartments stated that
the reports, analyses and statements they prepfterdhe ERP packages were
implemented were of better quality and had fewssrer Previously, most of the
documents were prepared manually with spreadshaetsnow the processes
were automated. The automation also increasedéledncy with which some
analyses were made; for instance, before one ofstheeyed enterprises
installed its ERP package, performance was measuregkly with
a spreadsheet; afterwards, the measurements ceutépeated several times
a day. This means that the benefit of having oe-tincess to the data was also
reaped. Instead of having to wait for most key yses until the end of the
month, the major trends could be followed on angoimg basis. The time
needed to close a month or a year was also coabigieshorter and the whole
process was automated to a large extent.

Although the controllers pointed to the complexitfiythe ERP systems
that made it very difficult for a person withouttexsive training to use them,
they were also satisfied with the systems’ friendipd comprehensible
interfaces, and with their high functionality thaade their work much easier.
One of the interviewed management accountants meriioned that the ERP
increased the ,quality of work”.

The surveyed management accountants indicatedthbaimplemented
ERP systems brought new problems. Implementatiare wot perfect and well
planned in as many as three instances, as a wmfsuhiich numerous technical
problems making it difficult for the controlling dartments to fulfil their tasks
kept appearing long after the systems were launchid interviewees also
complained about the low quality of training andwadrking materials, which
particularly in the early stages made them leam dfistem and its particular
transactions by ‘trial and error’ and consideraliguced their efficiency.

The financial and management accounting moduletharé&ernel” of an

ERP system, so they are affected by errors thatishes of other modules made
and failed to correct, as well as by the problensira therefrom. Because they
also show imperfections in system customization gadameterization, the
controllers stressed that they were involved irettonsuming clarifications and
discussions of the spotted errors and technicablenmes. This situation
apparently challenges the popular opinion that &P Esystem creates an
environment where even individuals with limited agnting knowledge can
work as controllers. In fact, enterprises that tiese systems have a special
need for management accounting specialists whocamgpetent, experienced
and knowledgeable of in-house processes.
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Other changes

The representatives of the surveyed enterprisee wiethe opinion that
the data integration in the ERP systems contribtieshore effective flows of
information and communication between the contiglldepartment and other
departments. One of the controllers formulatedra@résting comment, stating
that the ERP system made everyone in the orgamizd$peak the same
language”.

Another interesting finding is that all respondeb#dieved that the ERP
technology stimulated their professional developnagr allowed them to learn
many new things. On the other hand, though, athen were aware that their
knowledge of it was insufficient and that they didt utilise their systems’
capabilities to the full extent. Although the pamarisation, implementation
and operation of an ERP system are a real challerag controller perceived
their involvement in the processes as a very vdduplofessional experience
that was likely to help them achieve professionakesses in the future.

6. Conclusion

Most studies indicate that ERP packages have limigdfect on
enterprises’ management accounting systems and theit role in the
introduction of new management accounting tools armethods and in the
evolution of this business area is small.

However, the interviews with the representativestted management
accounting departments indisputably showed thagnated information systems
such as SAP or BAAN affected the practices of trisup of specialists. The
implementation of an ERP system allowed the colet®lto learn much more
about their in-house processes and the linkagegebetthem, as well as about
the logic of integrated information systems. Mormgithe system enabled them
to take a more active part in business managemeht@become partners to
managers, offering valuable support for decisiokin@g processes. These
findings show that the role of management accousithas evolved in the last
decade, from suppliers of information to highly cpésed advisors and
competent consultants.

Although the implementation of an ERP system did significantly
change the general job descriptions of the manageaecountants, some of
their tasks were either assigned to the managergadicular centres or
automated to a high degree. Having more time, timrallers could undertake
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more in-depth analyses or actively participate usilbess management in the
enterprise.

According to the surveyed management accountingf, stae ERPs
improved the quality and timeliness of their rep@id analyses.

Each of the controllers indicated that in theirtigatar case the main
burden of ERP implementation and operation rested tlee controlling
department. In other words, the controlling staftilio spend a large portion of
their time on implementing the system or on solvihg arising technical
problems. Although the implementations were vemaleding on the surveyed
specialists, they also offered them many professitenefits and broadened
their horizons. The specialists expected that theiowledge of the ERP
environment would further their development.

The conclusions that the survey offers coincidenwifiose reached by
other authors, although the sample contained omdyesterprises. For the
validity of the findings to be verified, the sam@kould be extended to other
enterprises and the surveyed enterprises shouttbbéored for changes. In this
way, ERPs’ long-term impacts on the practices ofiaggment accountants will
be able to be reliably identified.
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Streszczenie

ROLA | FUNKCJE SPECJALISTY DO SPRAW RACHUNKOWO SCI
ZARZ ADCZEJ W WARUNKACH ZINTEGROWANYCH
SYSTEMOW INFORMATYCZNYCH- BADANIA WEASNE
PRZEDSIEBIORSTW W POLSCE

Zintegrowane systemy informatyczne rewolucjonizpjaktycznie wszystkie
obszary dzialalnéci przedsgbiorstwa. Przyczyniaj sie one do ulepszenia proceséw
biznesowych poprzez integragjiszystkich obszaréw dziatakwd przedsgbiorstwa. Co
wiecej dzeki tej technologii nagpuje zintegrowanie danych finansowych
i niefinansowych przeddiiorstwa, pozwalajc na jeszcze lepsze zatzanie wartécig
przedsgbiorstwa. Toté systemy ERP szczegdllne znaczenie odgsyilaj specjalistow
zajmujcych  s¢  dostarczaniem informacji niezthnych dla zarzdzania
przeds¢biorstwem.

Celem badania jest préba odpowiedzi na pytanie gstosowanie
zintegrowanego systemu informatycznego w prgeidsstwie zmienia zadania i funkcje
specjalisty do spraw rachunkovm zarzidczej. Na podstawie studium przypadku
szdéciu przedsibiorstw kedgcych cascig koncernéw nmgdzynarodowych zostaje
dokonana ocena wplywu zastosowania ERP na kohtrolera w organizacji. Autor
odpowiada réwnie¢ na pytanie czy w funkcjach i zadaniach kontrolenée
zaobserwowane zostazmiany w zwizku z implementagjERP.
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Fiscal Rules and Effective Fiscal Policy

Abstract

This article examines and assesses the influenpelitital factors on the
effectiveness of pursuing fiscal policy. Theseofactisually cause and maintain
a high budget deficit and public debt. Moreoveg firoblems of influence of
fiscal rules on increased effectiveness of the ymdsfiscal policy have been
discussed. The fiscal rules are to assure macramoan stability in economy
and improve credibility of the pursued fiscal pgliby reducing the deficit,
government spending, and public debt. Exampleggif@ble fiscal rules in the
EU and Poland are presented and an attempt is mixesvaluate the
effectiveness of these rules in the process obtidation of public finances.

1. Introduction

In recent years one can observe an increasingesitasf economic
literature in fiscal policy and its impact on theoaomic activity. One of the
main reasons for this interest is the fact thaiciirs of public debt-to-GDP
ratio, caused by a long-lasting budgetary defieivehincreased over the last
several decades in many developed countries. Enteears this situation has
dramatically deteriorated due to the global finahcrisis, which turned out to
be acute for the economies of many countries. @tlyredeterioration of public
finances seems to be the biggest threat to glatehde.

It seems that one of the reasons for this stataffafrs is the fact that
many countries fail to pursue responsible fiscdicgoThe responsible policy is

YPh.D., Professor at the University of kod
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one that stabilizes public finances in the mediud kbng run, by correcting
inconsistent budget policy over time and by redggimedisposition to create
deficit resulting from the influence of externalcfars on fiscal policy. The
responsible fiscal policy results in increasedatslity and transparency of fiscal
policy and consequently increased macroeconomiilisgsand long-term fiscal

stability which in turn improves investors’ confitee in the economy and
promotes economic growth (European Commission 2010)

It should be emphasized that the difficulties irpiementing responsible
fiscal policy may result not only from economic tas (e.g., economic
recession), but may also result from political oees It is believed that
politicians tend to use the power they exerciserger to pursue their own
interests. In order to achieve their goals theyfismal policy, thereby it often
becomes irresponsible. This paper aims to analpzeassess political factors
which hinder the efficiency of fiscal policy andrggate high and permanent
budget deficit and public debt. Moreover, the isstithe impact of fiscal rules
on the increase in the effectiveness of fiscalgyohas been mentioned. The
paper ends with conclusions.

2. Factors impeding the pursuance of effective fiat policy

Liquidity constraints and polarization of social preferences

One of the factors that may induce pro-cyclicatifyfiscal policy may be
the access to external financing sources undeerdiif economic conditions.
This is especially true in the case of developimgintries, whose liquidity
during stagnation/recession is significantly smratlae to lower reliability of
these countries (as compared to the developed aodomically stable
countries), or these countries are offered higaregt loans. Consequently, the
developing countries must reduce spending and taxeessively increase the
budget deficit. The situation changes during boarhen it is easier to borrow
money, resulting in increased borrowing and ina@daspending. Therefore, as
a result of limited access to international finahonarkets in times of recession,
the developing countries are somehow forced to weingro-cyclical fiscal
policy (Gavin, Perotti, 1997; Catao, Sutton, 2082minsky, Reinhard, Vegh,
2004).

One of the latest hypotheses explaining the reasbpso-cyclical fiscal
policy is a hypothesis about the social polarizatib preferences resulting from
social income inequality (Woo 2006). The strong apiaition of social
preferences can make it hard for politicians tosparand implement optimal
economic policy on the grounds that they represeatinterests of different
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social groups. The tendency of different socialug to put pressure on
politicians is particularly strong in the period e€onomic expansion, when
increased budget revenues increase the likelihdodneeting the specific
demands. In this case, the pressure exerted byugarsocial groups on
politicians is such that they will make politicaasions which are rational from
the perspective of one social group, but ineffitienterms of economy and
society as a whole.

Conflict of interests (budget deficit as a strategi variable)

In a situation of conflict of interest between gioll parties, politicians
use budget deficit as an instrument of their stpat@med at preventing or at
least impeding the takeover of power by politicarties with different
preferences in regard to shape of fiscal policye fiHing parties may tend to use
the deficit as a tool with which potential successitl encounter limitations and
difficulties in pursuing economic policy. This argant is based on the fact that
the current budget deficit causes future costshen form of lower spending
and/or higher tax burden.

Alesina and Tabellini (1990) present a model inclhpoliticians have
different preferences as to the structure of budgpenditure. The ruling party
which fears losing power to the opposition tendsntintain excessive budget
deficit and to make such expenses, that they préféine party actually loses
power, the costs of the budget deficit in the faxfrfuture spending cuts will
affect its successors in the sense that they wilehto spend less on objectives
they prefer, and which had not been preferred byptirty which lost power. In
this model, the budget deficit grows when the pbiliig of losing power by the
ruling party increases. Moreover, the deficit irses along with polarization of
political parties, because the higher the polaonmatthe more disparate are the
objectives and preferences of each party.

A common-pool resource problem

An important factor that makes it difficult to pussa good fiscal policy is
a common pool problend lot of public spending is targeted to specifiogps
of voters, while it is financed by all voters (taxeSo we are dealing with
redistribution of financial resources, because rofteose who benefit from
certain government spending are not those who gayrf addition, a group of
people who pay (all taxpayers) is larger than tmeug of beneficiaries.
Consequently, there is a difference between theefiemf a group of
beneficiaries and the benefit of general publiditieians tend to over-estimate
the social benefits of a particular fiscal poligchuse they see general benefits
for the social groups whose interests they reptesei only a part of the costs
in the form of taxes paid by these groups. Thelrésa common pool problem,
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which leads to an increase in budgetary expenditugspecially those which
provide local benefits (Von Hagen 2005b).

Therefore, the varied interests of different groopsoters may become
a cause of excessive spending and consequendygcebsive budget deficit. The
problem arises when politicians who are making glens regarding the budget
represent different regions of the country and vatuly represent the interests
of their constituents. In such a situation the tpméins will be interested in the
implementation of these projects financed by thdgeti whose benefits accrue
to the region, but the costs are incurred by abB toters (taxpayers).
Consequently, the particular region of the couatsgorbs all the benefits of the
expenditure incurred by the budget, but only pdrthe costs. Subsequently,
there is a “surplus supply” of government projediected to those regions
whose interests are most strongly represented liycpbparties. Therefore, the
increase in spending and, consequently, in defi¢ite greater, the more regions
of the country are represented in the parliamdr ¢overnment), and thus the
greater is the geographical fragmentation (poléioeh of the government
(Dziato 2009).

The agency problem and asymmetry of information

The agency problem occurs when one entity (thecipat) hires another
(agent or contractor) to pursue a specific taskgaed by the principal. As
a rule, however, the agent who implements assitpsa, is not only guided by
the good of the principal, but pursues his ownradts, often different from the
interests of the principal.

In the context of fiscal policy, the voters arengipals and politicians are
contractors, but only the latter have full inforinat about activities they
perform. As a result, fiscal policy becomes subirogl, since the decisions
taken by politicians often do not have a direcatieh with the economy and are
intended to “please” voters.

Voters do not have full information about the aitita of politicians, but
are aware that government officials are corrupdme degree and appropriate
part of tax revenues to pay the so-called politieal, i.e. that is to finance their
private interests. Therefore, during booms, the@rtemand greater utility for
themselves (e.g. in the form of lower taxes or aigiuality and / or more public
goods). This in turn forces the government to iaseegovernment spending to
finance the production of public goods. In this wegters are somehow forcing
the government to pursue pro-cyclical fiscal pglidgmonstrated by lowering
taxes, increasing budget expenditure, and incrgasie public debt when the
economy is in the boom (Alesina, Tabellini, 2005).



Fiscal Rules and Effective... 69

3. The main types of fiscal rules

To constrain the freedom of politicians in shagisgal policy fiscal rules
are often introduced, that is quantitative consteabf the deficit, government
spending and public debt, which are usually legited by constitutional
regulations or related acts of lawConsequently, the fiscal rules are to ensure
macroeconomic stability in the economy and imprdwe credibility of fiscal
policy and reduce excessive government deficite. gurpose of the rules is also
to maintain the stability of adopted fiscal politythe long run, as well as to
reduce the negative externalities of independestiafipolicies pursued by the
countries belonging to a specific federation ofrtdes (e.g. EU countries).

Fiscal rules are usually classified in three groups
« Deficit rules
» Expenditure rules
« Public debt rulés

The deficit rules are in the form of limits, whidhe deficit cannot exceed
in the fiscal year. A special type of deficit rigea balanced budget rule, which
for a long time has been the most popular anddntfee only applicable rule of
fiscal policy. As set out by his rule, the totadtst budget revenues in a given
fiscal period must be equal to the total expenditwhile the fiscal period need
not be identical with the calendar year (sinceait e longer). This rule may
also allow for a temporary deficit due to unusuaktumstances (a strong
recession, natural disasters, war).

One of the modifications of the described deficiteris the so-called
golden rule. Application of the golden rule allofes the deficit only to finance
investment spending, while balancing current exjtarael. Public debt is
a financial source of investment spending. Accaydimadvocates of the golden
rule, it provides a proper distribution of wealétieen generatiohdnvestment
expenditures create assets, which will greatly fiefudure generations, so it is
appropriate in this case, to burden these genamtioth costs in the form of
public debt repayment. It should also be noted ithest important to precisely

1 A. Schick, Post-Crisis Fiscal Rules: Stabilising RubFinance while Responding to
Economic Aftershocks, OECD Journal on Budgeting, 201L0/2.

2 Ch. Wyplosz, Fiscal Rules: Theoretical Issues aistioHcal Experiences, paper presented at
the NBER conference on ,Fiscal Policy after the FaianCrisis”, Cambridge, July 1-15, 2011.

3 C. Cottarelli (approved), Fiscal Rules-Anchoring Eotpdions for Sustainable Public
Finances, IMF, the Fiscal Affairs Department, Nobem11, 2009.

4 M. Kell, An Assessment of Fiscal Rules in the Uditéingdom, International Monetary
Fund, Washington DC, “Working Paper”, no. 01/91, 200
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define the current and investment expenditure ideorto prevent possible
abuses of the fiscal authorities, who may try teatrthe part of current
expenditures as investment (Dziato 2009).

One of the varieties of sustainable budget rule ase deficit limits.
Frequently, they take a form of a regulation theeroa certain time (fiscal
period); the budget deficit should not exceed aagerfixed, border value,
expressed as a percentage of GDP. An example bfsude is the deficit limit
enshrined in the Maastricht Treaty, according ticvithe deficit in the Member
States should not exceed 3% of GDP.

The expenditure rules make take various forms duthé considerable
diversity of budget expenditure categories. Thet vagjority of these rules,
however, concern the aggregate expenditure. Prpkthlel most popular are
spending growth limits, according to which govermigpending is to grow at
a specified rate, regardless of the changes tgiamg on the revenue side of the
budget. Expenditure rules may also concern pasidypes of expenditure and
usually take the form of long-term limits imposed warious parts of budget
spending.

The public debt expenditure rules are fairly unifioand practically not
subject to modification. They are based on impasitf limits on the total level
of public debt as a ratio of debt to GDP. The lestwn public debt rule is the
one included in the Maastricht Treaty and repeatdtie Stability and Growth
Pact according to which the public debt of EU MemB&ates must not exceed
60% of GDP. A similar rule can be found in Polandl as enshrined in the
Constitution. The ratio of public debt to GDP shbabt be higher than 60% of
GDP.

4. Advantages and disadvantages of fiscal rules ffective fiscal rules

Each of the existing fiscal rules has advantagesdisadvantages. In this
context it is important to select rules used invaeig country in such a way so as
to use their advantages to the greatest extentatnkde same time to try to
minimize their disadvantages. The basic advantafye fiscal rules include:

» The rules help reduce the tendency for the dediit improve the condition
of public finance sector, especially when they hstveng legitimacy and are
supported by mechanisms enforcing their adherentfeetrules;

* The rules provide a market signal which increadas c¢redibility of
macroeconomic policy;
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e The rules can help reduce the cost of raising ahglitough lower interest
rates on bonds (which is the indirect effect of hieig credibility of
macroeconomic policy).

The fiscal rules have also the following disadvgeta

« Some rules result in reduced flexibility of fisgablicy (e.g. the budget
deficit rules and public debt rules);

» The rules can lead to reduction of budget experefitiat the expense of
capital expenditure;

* The rules may cause aspiration to “bypass” thesrllg the so-called
creative accounting, or development of extra-bualyetunits to which
budgetary funds would be transferred in order &ngpthese funds outside
the central budget, efc.

However, the rules usually combine the advantages disadvantages;
there is no rule that would be optimal. For examgle deficit rule based on the
structural balance is flexible, sensitive to ecoiwfiictuations, but complicated
and not transparent (flexibility for the price afmplicity). The public debt rule
is simple, transparent, but it is not enough siesib economic fluctuations and
may contribute to the pro-cyclicality of fiscal pmyl°.

Therefore, it is extremely important to select diistules that would help
to implement effectively the objectives set. Instliontext, it seems that an
effective fiscal rules should have the followingachcteristics:

e The rules should be properly defined (a specifscdl indicator, precise
definition, rules of wide coverage with no exclusowhich would reduce
their effectiveness);

¢ The rules should be characterized by simplicity madsparency;

e The rules should be flexible (on the one hand $gasito economic
fluctuations but should also include escape clawgdsh allow actors to
temporarily opt-out of the rule without leaving thde entirely e.g. in the
case of natural disasters;

« The rules should be the most suitable for the dibjedt serves;
* Conditions for enforcement of rules should be esdur
» The rules should be supported by a consensus.

5 IMF Annual Report 2009.
% IMF Annual Report 2010.
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5. International fiscal rules (European Union)

Joining the Economic and Monetary Union requiredmirthe EU
countries to fulfill fiscal criteria enshrined imd Protocol on the excessive
deficits procedure, annexed to the Treaty on EwopEnion (Maastricht
Treaty), signed in 1992. The first criterion assaniet the budget deficit should
not exceed 3% of GDP. Since this rule provides semxeeptions, e.g. when
a high deficit is being reduced in a permanent sy is clearly approaching the
designated limit. It is allowed to exceed the limtien it was caused by a strong
economic recession. The second criterion refethadevel of public debt and
shows that the debt to GDP ratio should not ex&8d. Also in this case there
are exceptions, as long as the rate of debt remludsi stron§ Fiscal rules
enshrined in the Maastricht Treaty were quite éffecand in many EU
countries resulted in a significant decrease indiicit and debt. In 1993, the
average deficit in the candidate countries to the eone was 5.5% of GDP,
while in 1997 the average deficit amounted to azflg of GDP. In 1999, all
countries met the required criteria.

It was only the global economic crisis that causestharp deterioration of
budget balances in EU countries. However, many t@sn(including the four
largest: Germany, France, Spain, and Italy) maiethibudget deficits close to
or higher than 3% of GDP even during relatively djagconomic conditions
(before the financial crisis).

Since the Maastricht Treaty has not defined whsttali policy should be
pursued by the EU countries belonging to the Mawetinion, in 1997, new
fiscal rules were adopted, enshrined in the Staaind Growth Pact. The Pact
imposed on euro area countries the obligation épgme annual stability plans
and convergence programmes for countries outsel&timozone. The programs
include scenarios of changes in public financesstreral years, and the so-
called medium-term budgetary objective (MTO). Aaling to the objective, the
target structural balance should be zero or pes{gurplus or structural budget
balancé and the EU Council is required to monitor progsaend make
recommendations to take corrective measures in @fadiscrepancies between
the actual state and the MTO.

The growing budget deficits and debt in many cadasjrresulting from
the recent economic crisis, led the European Comiamisto strengthen fiscal
discipline by introducing changes to the Stabibtyd Growth Pact and in the

" The Treaty on European Union, www.europarl.eupparliament/archive

8 Structural budget balance is a hypothetical vadfighe budget balance with potential
economic growth.
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national fiscal framework. The definition of “prude fiscal policy,” was
introduced, that is the policy when nominal growdlte of spending does not
exceed or is less than the nominal rate of econgnmuw/th from the period of
several years. A provision was also added thattdesnwith high levels of debt
or excessive economic imbalance should improvecttral balance by more
than 0.5% of GDP annually and the “minimum accdptabte of public debt
reduction to 60% of GDP” was defined. In relatiencountries which do not
comply with the applicable rules, the sanctionseniatroduced in the form of
non-interest-bearing deposit of 0.2% of GDP, whighthen after two years
upgraded to a fine if the country at that time dat follow the rules. There is
also a threat to suspend access to funds from thieeston Fund. The
Commission also proposed to introduce the so-cdletbpean semester, the
review and evaluation of the budgets of countried their plans for fiscal
reform ex ante, prior to their implementation, whigill not only foster a better
coordination of fiscal policy, but also establistare effective supervisidn

6. Fiscal rules used in Poland

In Poland, the fiscal rules have been applied sif®¥&¥, when a provision
on public debt appeared in the Constitution. Acttwydo the provision, “it is
not permitted to contract loans nor provide guaesitand financial sureties,
following which the public debt exceeds 3/5 of aanuross domestic
product™®. The fiscal rule enshrined in the Polish Constiut has the highest
rank in the Polish legal system. This ensures & fefiiciency of the rule,
because even if the parliament adopts the budget iteompatible with
a constitutional provision, such law will be puttanquestion by the
Constitutional Couft.

Since 2004, Poland as a member of the EuropeanniJigoobliged to
obey the rules enshrined in the Maastricht Tréafjhe legal status of these
constraints is high, because they are superioatomal law and very difficult

® Reinforcing economic policy coordination, Europ&mmission, 12 May 2010.
0 polish Constitution of 2 April 1997, Journal of LaiNs. 78, item 483, art. 216, pard’.5

1 In addition, compliance with the rule is to be iavled by applying the “Prudential and
Reform Procedures”, enshrined in the Public Finahate However, the provisions forbid (both
central government and local government budgetsbtmw when the ratio of public debt to GDP
exceeds the thresholds of 50%, 55% and 60% of GDEse solutions are additional, next to
constitutional provisions, fiscal rules, preventwiglations of the constitutional public debt rule.
See. The Act of 27August, 2009, on public finandesirnal of Laws No. 157 item 1240.

12 The Treaty on European Uniomww.europarl.europa.eu/parliament/archive



74 Joanna Dziato

(almost impossible) to amend. This implies a paddigthigh effectiveness of
fiscal rules enshrined in the framework of the BW.lIn addition, it also implies
the adoption of a widely used ESA'95 system ofaidli statistics and the need
to recognize the decisions of external entity (Etat) on controversial issues. In
this way, the use of the so-called “creative actiogh is greatly limited which
increases the effectiveness of internal fiscals,udeich as the constitutional rule.

However, the rules of the deficit and debt may leagro-cyclical policy,
especially when the indicator underlying the rules mot been adjusted for
fluctuations in the business cycle. First, becatis nominal debt growth
depends on the size of the deficit, the deficireases during the economic
slowdown/recession following the operation of auatimstabilizers. Therefore,
when the economy is growing at a slower pace, minal terms, the debt is
growing faster. Second, in the case of the delt lmrelation to GDP, the pro-
cyclical effect results also from the operatiorttid denominator (the relation of
public debt to GDP, mentioned above): with slowswgh of GDP the same
debt increase in nominal terms leads to a relgtibedh ratio of debt to GDP.
Initially, when the debt level is lower than thenii, the restriction is almost
imperceptible, which makes it possible to pursuaidy expansive policy and
may lead to an increased debt level. When duea@xicessive deficit the debt
will reach the debt limit, the fulfillment of thequirements of the rule results in
the rapid increase of restrictiveness of fiscalgyollt is likely that this moment
will fall in a phase of recession because thendiigt increase is the fastest. In
such a case there is a need to reduce the defict @me when a more
expansionary policy would be desirable. Thereftine, fiscal policy becomes
pro-cyclical®.

With effect from 1 January 2011, a new expendituie, the so-called
discipline rule entered into force, by which thatstbudget expenditure is to
increase every year up to the inflation rate plyseicentage poitit The rule
will not, however, cover the so-called rigid budgetpenditures, i.e. the
expenditures enshrined in the Acts (today rigideexitures account for 74% of
the total expenditure), if these expenditures haenbincurred before the
expenditure rule was introduced. This applies dtsahe so-called general

13 To eliminate the problem of pro-cyclicality, attet® are made to use rules based on
measures of the structural deficit, i.e., adjustedcyclical fluctuations. Such is the situatioor f
example in Chile, where in 2000 a rule was introduite maintain a structural surplus of 1% of
GDP. However, due to the uncertainty associatetl wie assessment of the cyclical economy
situation, which leads to frequent changes in 8temations of the budget structural balance , this
approach complicates the enforcement of the fizsdaland reduces its transparency.

14 The Act of 16 December 2010 amending the Publiaiée Act and other Acts, Journal of
Laws of 2010, No. 28, item 146, No. 96, item 626, W23, item 635 and No. 152, item 1020.
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subsidy paid from the budget to local governmemntexpenditures on defense,
as well as pension and health contributions paidtiese on parental and
maternity leaves as well as for persons with digas (the new rigid
expenditures will be covered by the rule). The rietsdn will not cover
expenses, which are difficult to predict, such ablip debt servicing costs,
contributions to the EU budget and internationafjanizations, expenses
reimbursed from the EU budget. With the rule ofengtiture, the budget is to
save PLN 3 billion in 2011 and PLN 5.5 billion i022. Were the rule of
expenditure in force until 2015, the total budgatisgs achieved by reducing
the increase of expenditure would reach PLN 4%obill This rule is applicable
until Poland is exempted from the so-called exeesdeficit proceduré.

It seems that in Polish conditions, the rule ofenditure has the most
advantages because of its simplicity and claribgd also because it does not
contribute to an increase in pro-cyclical fiscalipo

7. Conclusions

The considerations carried out in this article getmdraw the following
conclusions:

« In many countries, the fiscal policy is largely fmyclical. One reason for
this situation may be a difficult access to exterfiuading, especially in
developing countries. During the period of stagmdtiecession the
developing countries have limited liquidity becaudetheir relatively low
reliability. As a result, they are usually forcedréduce spending and cannot
excessively increase the budget deficit. Thereforetimes of recession,
developing countries are in a sense forced to amindw-cyclical fiscal
policy.

» Another cause for pro-cyclical fiscal policy may pelarization of social
preferences, resulting from unequal income distidiou in society.
Politicians represent various social groups, aral phessure exerted by
various social groups on politicians may cause tinay would make
political decisions rational from the perspectivieome social group, but
inefficient in terms of economy and society as alhThe pressure exerted
on politicians is particularly strong during theripd of economic expansion,
when growing budget revenues increase the likethafoimplementing the
requests of individual social groups.

15 Gazeta prawna.pl, 4 January 2011.
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« Conflicting interests between politicians of divepreferences may give rise
to excessive government deficits. When such a ioonélxists between
political parties, the politicians use the budgefialt as an instrument for
their strategy aimed at preventing or at least o the acquisition of
power by political parties which have different ferences with regard to
the shape of fiscal policy. There may also be ammompool problem where
the different groups of politicians/voters fightiigr the use of budgetary
funds induce the increase of the deficit.

Diversification of interests of particular groupsvmters and the politicians
representing them is an important reason for thergemce of excessive
government deficit. Politicians tend to use a commool (taxes) to finance
the needs of their own (local) voters. As a reshl, particular region of the
country receives great benefits from budget experalibut bears only part
of the cost. There is pressure to direct publioweses to those regions that
are most strongly represented by political parfid®e increase in spending
and the deficit are the bigger; the more regionstled country are
represented in the government (parliament).

« An important reason for pro-cyclical fiscal poli@nd excessive budget
deficit is asymmetry of information and the agepogblem. If voters do not
believe politicians, suspecting them of corruptma grabbing political rent,
they demand higher spending or tax cuts when tbaaay enters a phase
of expansion. Otherwise, voters would be afraid the profits from the
healthy economy would end up mainly in the pockétpoliticians. For the
same reason voters do not allow for accumulationfiméncial assets
generated during the period of expansion, they @awalther have the
government generate debt, which would force theeguwent to use its
funds to pay off the interest, instead of grabbihg political rent. This
causes excessive growth of the budget deficit, ipubebt and the
procyclicality of fiscal policy.

* Many countries have quantitative fiscal rules mainb improve the
reliability of the pursued fiscal policy and reduegcessive government
deficit. The most commonly used fiscal rules ineluithe budget deficit,
public debt, and expenditure rules.

» Fiscal rules, if properly applied, can be an effecttool for fiscal
consolidation. The effectiveness of the rules igdly dependent on the
practical possibility of their non-compliance (“lpass”). One can specify
the conditions under which fiscal rules should destiate higher efficiency.
Precisely formulated rules relating to the actualdition of the state budget
and not to its predictions, and those that arelliegathorized (enshrined in



Fiscal Rules and Effective... 77

the constitution) give a better chance for effextaction in the form of
lower budget expenditures and lower deficit.

* The weakness of the rules is the fact that theystcaim the flexibility of
fiscal policy (in the case of the budget deficidgyublic debt rules) as well
as certain possibilities of avoiding the rules bgation of extra-budgetary

entities (e.g. earmarked funds) which spend publics by bypassing the
central budget.

» The budget deficit and public debt rules used itafw are simple and
transparent, which can be regarded as their adyanidhey have also high

legal status. On the other hand, however, the megaikness of the rules is
that they can lead to pro-cyclical fiscal policy.

» The expenditure rule, introduced in 2011, seentmeta good solution for the
Polish public finances. It is also simple and tarent, like the fiscal rules,
but does not have the drawbacks of the fiscal rttesexpenditure rule does
not promote pro-cyclicality of fiscal policy. Compeently, the expenditure
rule may be one of the instruments giving riseh® gradual reduction of
budget deficit and public debt.
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Streszczenie

REGULY FISKALNE A EFEKTYWNA POLITYKA FISKALNA

Artykut poddaje analizie i ocenie wplyw czynnikdelitgcznych na efektywsié
prowadzenia polityki fiskalnej. Czynniki te z regulrzyczyniaj sie do powstawania
i utrzymywania wysokiego deficytu batbwego i diugu publicznego. Ponadto,
poruszone zostaly problemy wplywu regut fiskalnyeh zwekszenie skuteczsm
prowadzonej polityki fiskalnej. Reguty fiskalne pmz ilgciowe ograniczenie poziomu
deficytu, wydatkéw rmlowych lub dilugu publicznego majzapewnt stabilngié
makroekonomicznw gospodarce oraz popraiviwiarygodngé prowadzonej polityki
fiskalnej ireduket nadmiernego deficytu bogtowego. Zaprezentowane zostaly
przyktady stosowanych regut fiskalnych w UE i wskeloraz podja zostata préba
oceny skuteczdoi tych regut w procesie konsolidacji finansow peaabych.
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ZBIGNIEW PRZYGODZKI *

Differences in the Development and Investment in Haan Capital
in the Member States of the European Union

Abstract

Human capital and knowledge are most important diegctof current
development processes, contributing to the innegagss and competitiveness
of the economies. The important role of these factkeas underlined also in
Europe 2020 Strategy. However, due to immateriaratter of investment in
human capital and because of the high level of nkeakzation of human capital
development policy, these actions are characteribyd a relatively low
efficiency. Thus, the aim of this paper is firdilyidentify the importance of
human capital development policy within EU polici8scondly, it is to identify
and conduct a comparative analysis of nationaledéhces in human capital
development and to identify points of reference Key measures of the
development in question. Thirdly, this paper issfecify models of human
capital development policy from the perspectivehofv much involved local
authorities are in its implementation and efficignc

1. Introduction

Majority of economists share the view that resosimewell educated and
productive labour force currently determine ecorongvelopment at regional
level to a much greater extent than the reductfocosts of economic activity.
In strongly urbanised societies, which clearly mittoday, the characteristics of
local community defined by its innovativeness, pm#y, education,

" Ph.D., University of £6g, Department of Regional Economics and EnvironmePitatection
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competences, flexibility,  motivation, intellectual capabilities and
interdependences, relations and mutual trust ariside for the concentration of
companies that wish to use common labour forceuress to their advantage.

Concentration of human capital of adequate quadign important reason
for the location of businesses, especially inn@eatines, which are the most
desired by regions. Thus the answer to a diffiquiestion, how to enhance the
competitiveness of a region through the operatiohcompeting economic
operators is rather simple: we should strengthenamucapital resources in the
region. However, doubts arise in connection witle guality of human capital,
i.e. mobility. Can we really impact the resourced their availability in a given
time and place? By eliminating all barriers in thevement of persons among
economies do not we increase the unpredictabifithe®return on investment in
human capital?

Human capital, similarly to businesses, is incliteadtoncentrate; it even
tends to form clusters. (Lucas 1988, p. 38). Thuesmay effectively invest in
existing, localised human capital resources expgcttconomic benefits in
return embodied in the agglomeration effects antivork benefits. That is
confirmed mainly by the data illustrating interreigal differences in human
capital development in the EU Member States andetsodf human capital
development policies differentiated in terms of efgcalisation (autonomy and
involvement of local authorities in its implemendal. In the paper, the Author
shows these differences and specifies desired vatdiebasic measures in
selected fields of analysis. In the analysis ofdfiiency of applied models of
human capital development policy the Author usasilte of studies conducted
in Poland, Germany, ltaly and the United Kingdom

2. Different awareness levels of the importance ohuman capital for
development

Globalisation of knowledge and technology gave gdsufor a new type
of economy: the knowledge-based economy. Globaisatogether with the
phenomena and tools connected with it, led to tervaluation of resources
decisive for the dynamics and scale of developnpeatesses. Paradoxically
enough, non-spatial processes of globalisation hareased the importance of

! Studies conducted under the grant of the Minisfrgcience and Higher Education: Polityka
rozwoju kapitatu ludzkiego w regionie (Human CapiB#velopment Policy in the Region, in
Polish), No. 1839/B/H03/2010/38, Department of RegioEconomics and Environmental
Protection, University of Lodz, 2012.
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factors and capitals the value of which is deteedirin territorial terms.
(Pietrzyk 2000, pp.31-61). The main resource deeifir achieving competitive
advantage, both from the point of view of macroernit theories and new
regional economy, is human capital. (Romer 1990, 1ip102; Lucas 1966,
pp. 69-75) Characteristics of regional communitiedetermine the
competitiveness of businesses in the global makéf by that, enhance the rate
of globalisation. The paradox results from the atioh and nature of innovation
which directly determine social and economic growatid development. Thus,
the importance of human capital in purely econoteims ranks very high and
greatly effects development processes. (NowakowBkaygodzki, Sokotowicz
2011, pp. 70-79).

The knowledge, however, is not sufficiently reflgttin economic
policies pursued by public bodies. We can obseneefollowing dependence:
the lower the level of territorial authorities thmaller their propensity to invest
in human capital. There are many challenges fagiagn actors who shape our
social and economic life in the area of developnpmiicy. Internationally, in
Europe the problem was formally specifically addeskin the Lisbon Strategy.
European Union Member States recognized that itemaense to support the
development of knowledge-based economy and fathaitsdetermine it. Since
then, the subsequent most important EU strategicurdents repeat the
objective. Underinvestment in human capital resesinwas primarily one of the
driving forces encouraging the decision makerscto \We may assume that the
importance of human capital was appreciated alietred of transnational policy.
EU development policy exploits characteristics anocesses typical of human
capital. Enhanced innovativeness of the EU econdepends mostly on the
investment in human capital, in terms of basic kiedlge, advanced knowledge
and innovation. (Nowakowska, Przygodzki, Sokotow2€A 1, p. 18) However,
bigger discrepancies in the perception of the obleuman capital can benoticed
in development policies of individual EU Member t8&awhere there is not
a clear unanimity. Generalising from the point @w of 11 years, we can say
that the importance is increasin@Regional public authorities, independently of
the type of the state (be it federal, regional mitary), are much less inclined to
invest in intangible values. Even in regional inatien policies we see higher
propensity to invest in tangible infrastructure heat than to generate

2 M. Stupinska, J. Fila, A. Tomaszewska, Z. Przygodzki, noblished papers in Polish,
Human capital development policy in ltaly (and edjvely in: Germany, UK and in Poland)
from regional perspective — objectives, actorstesys and tools, Studies under the grant of the
Ministry of Science and Higher Education: Humanizdmevelopment policy in the region, No.
1839/B/H03/2010/38, Department of Regional Econom#sd Environmental Protection,
University of Lodz, 2012.
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organisational, market or marketing innovation. &lsu only the most

developed regions stress the importance of humaitatan their strategic

documents and allocate spending for that purpogeperational Programmes.
Often the practice is to declare high importancénaian capital in regional
development policy and then to leave it out at apenal level.

3. Different directions in investment in human cagial in European Union
development strategies between 2000 and 2010

In 2000 European Commission adopted a reform packagwn as the
Lisbon Strategy. One of its main assumptions higittééd priorities connected
with employment policy, R&D policy and economic gith. Analysing the
Strategy we should draw special attention to higbrity given to actions aimed
at the improvement of the quality of human capi&dymaiska 2004, pp. 244-
246; Budzwiska, Duszczyk, Gancarz, Gieroaszka, Jatczak, Wojcik 2002,
p. 10) For education the objectives of the stratalyjgady at that time were
consistent with the creation of the European Higbéucation Aread We may
also note that the strategy urged universitiesttengthen the links between
R&D centres and businesses, to develop partnerbeipaviour for new
innovative solutions, to invest in human capitabtigh training, post-graduate
studies, enhancing competences and $kills

The interim review of the assumptions of the List&nategy in 2005,
which confirmed earlier conclusions of the Kok'spRe®, contributed to the
amendments in the strategy. In relation to theethields of action which the
European Council treated as priority ones for thelémentation of the Strategy,

3 The creation of the European Higher Education Avaa formally launched in 1999 with the
signing of the Bologna Declaration and in practiee reform of higher education was already in
place in 1988 when the Chancellors of European Usitkes signed the Magna Charta
Universitatum (Bologna  (ltaly, 1988, http://www.bglta-bergen2005.no/Docs/00-
Main_doc/880918 Magna_Charta_Universitatum.pdf).

4 These subjects were maintained and are contimuttte subsequent programming periods
which is confirmed by e.g.: Council Conclusions ®e tole of education and training in the
implementation of the ,Europe 2020” strategy, 2@ Z0/01; Education and training in a smart,
sustainable and inclusive Europe, COM(2011) 9032;fidpinion of the Committee of the Regions
.European cooperation in vocational education aahing to support the Europe 2020 strategy,
2011/C 42/07; Supporting growth and jobs — an agémdthe modernisation of Europe’s higher
education systems, COM(2011) 567 final; Council Recenghation of 28 June 2011 on policies
to reduce early school leaving, 2011/C 191/01.

5 Facing the challenge. The Lisbon strategy for ghoand employment, Report from the High
Level Group chaired by Wim Kok, European Communifiég4.



Differences in the Development... 83

the following specific areas were identified as gugive for human capital
developmerft

* investing more in knowledge and innovation (the amt@nce of education
was specially highlighted as it was stated thatcation and training are
critical factors to enhance the EU long-term pagdrfor competitiveness
and social cohesion and hence these factors musietdeading ones in the
programme of the Lisbon reform),

« unlocking business potential, especially of SMIEs; need was stressed here
i.e. to create a more favourable business envirahnad to equip
entrepreneurs with adequate skills,

* increasing employment opportunities for prioritytezgories; the following
priorities were identified: enhance the attractesn of the labour market
and increase employment, increase labour supply randernise social
protection systems, improve the adaptability of keos and entrepreneurs,
increase investment in human capital through betlacation and skills.

The re-launched Lisbon Strategy stresses the irmpogtof human capital
as a factor which, if used effectively, can ensecenomic growth and high
employment The document highlights the need to focus everema human
resources which is confirmed by the conclusionthefEuropean Council spring
summits where we can read e.g.. ,Europe must reflesv basis of its
competitiveness, increase its growth potentialissydroductivity and strengthen
social cohesion, placing the main emphasis on kedgé, innovation and the
optimésation of human capitdland ,human capital is Europe’s most important
asset”.

The re-launching of the Lisbon Strategy was accamgubby the changes
in the way it was implemented. Member States beaqame responsible for the
implementation. The new implementation mechanism tlte re-launched
Lisbon Strategy meant e.g. that each and every MerShate was obliged to
draft the so called National Reform Programme. Tbel increased the
efficiency of the implementation of the Lisbon $&gy both at national and at
regional levels as not only Member States but atgions started to play an
important role in it. As a result, investment inntmn capital became more
focused and increased its share. In subsequents ydar process got

% Presidency conclusions, 23-24 March 20@ropean Council, Brussels, 24 March 2006
[CONCL 1 7775/06], pp. 6-11.

" Presidency conclusions — Brussels, 22& 23March 2@Bopean Council, Brussels, 23
March 2005 [CONCL 1 7619/05], pp. 2-7.

8 Ibidem, p. 4.

% Ibidem, p. 10 and Presidency conclusions, 23-24cM&006, European Council, Brussels,
24 March 2006 [CONCL 1 7775/06], p. 6-11.
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strengthened. During the summit in Brussels in 20686 European Council
concluded that education and training should bectiraecentral element of the
reformed Lisbon Strategy and resources should fleetéd to areas which offer
the highest return on the investment and the higladae added. It was decided
that universities and R&D centres will provide thasis for increasing the
competitiveness of Europe and the leading rolehefimitiator and promoter of
changes in education, research and innovation wasisted to the newly
establishedEuropean Institute of Technology (EYT)Thus also the importance
of lifelong learning was directly enhanced by thdogtion of theLifelong
Learning Programméor 2007 - 201%'.

Following the directions listed above, in March @0the European
Commission adopted a new strategic document ,Eu(0”. Strategy for
smart, sustainable and inclusive growth. Human tahps one of the key
postulates of Europe 2020. Among its five the nimgtortant strategic targets,
the first three are connected directly with theestment or changes in human
capital. The targets were formulated as follGws

* the share of early school leavers should be un@& and at least 40% of
younger generation should have a tertiary degree;

* 75% of the population aged 20 — 64 should be enaplpy

* 3% of EU’'s GDP should be earmarked for R&D.

In order to ensure the implementation of thesesitmts, the document
stresses the need for action in three prioritygriveo of which directly refer to
the need to increase the value of human capitakandledge. The efficiency
of their implementation will be decisive for actuabmpetitiveness and the
future of the European Union:

« smart growth: developing economy based on knowlealyg innovation.
Actions undertaken under this priority are desigmedunlock European
potential for innovation, to improve the outcomdéseducation, the quality
and results of education institutions and also ¢e aconomic and social
potential of digital society. These actions ardéeodelivered simultaneously
at regional, national and European levels;

10 Delivering On The Modernisation Agenda For Uniuigs: Education, Research And
Innovation, Communication From The Commission To T@euncil And The European
ParliamentCOM(2006) 208 final, Brussels, 10.5.2006.

M pecision No. 1720/2006/of the European Parlianaamt of the Council of 15 November
2006 establishing an action programme for lifeldegrning, Official Journal of the European
Union, L 327/45, in the following period the progmme was continued under the title ,An
Agenda for new skills and jobs”.

12 Europe 2020. A strategy for smart, sustainable iastlisive growthCommunication of the
European CommissioBrussels, 3.3.2010, COM(2010) 2020 final.
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« inclusive growth: fostering a high-employment eamyo ensuring social
and territorial cohesion. The implementation of fhéority will require
modernisation and enhancing the role of employneshication and training
policies and the systems of social protection lyaasing the employment
rate and reducing structural unemployment as veeilhereasing the sense of
corporate social responsibility. In this contextsitimportant to ensure the
access to childcare facilities and care for othegpeshdants of the working
persons. The critical element will be the applmatof the model of flexible
labour market and social security (flexicurity) amhbling people to acquire
new skills to adapt to new conditions and potert@ker shifts. Combating
poverty and social exclusion will require a loteffort as well as reducing
health inequalities to ensure that everybody canefite from growth.
Promoting healthy and active lifestyle of elderlgople will be equally
important for social cohesion and higher produttivi

Europe 2020 is a clearly pro-active and pro-contigetstrategy designed
to exploit the competitive advantage worked ougiaowth poles. That is why
the need for a more focused approach is also nbtiten it comes to the actors
who receive support. In relation to that, numeronogiatives have been
maintained and reinforced to increase the transpgreecognition and quality
of competences and skills, to support the mobilftgtudents and workers and to
build up resources of innovative knowledge. The thimgortant among them
are: EQE® Europas$, EIT, Erasmus, Leonardo da Vinci, and Grundtvig
Programmes.

4. Differences in human capital development in EU Mmber States

Human capital is one among critical areas of irgetion identified in
Europe 2020 strategy. That is because the overadl lof its development in
various areas is insufficient and development d@ancies among Member
States are substantial. Considering just two kepasaiof investment in human
capital: education and lifelong learning we cantbeeimportance of investment
needs, especially when we look at competitive weddnomies.

13 Recommendation of the European Parliament andeoCuncil of 23 April 2008 on the
establishment of the European Qualifications Fraarkvior lifelong learning, 2008 / C 111/01.

14 Decision No 2241/2004/EC of The European Parliamfemd of The Council, of 15
December 2004 on a single Community framework fer ttansparency of qualifications and
competences (Europass), L 390/6.
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Education related priorities are linked mainly witie problems of early
school leavers. About a half of pupils acquire seemy level qualifications
which, however, often do not meet the needs oflaheur market. Until 2020
the European Commission assumes the reductioneofiithp-out rate to 10%
against the current ca. 14%. Early school leavergaople at the age between
18 and 24 years of age who finished education anlgwer secondary level or
below it. Every year about six million pupils dropt of the education systém

Table 1. Early leavers from education and training percentage of the population aged 18-24
with at most lower secondary education and not inurther education or training *6

Country/ Year 2000 2005 2010
European Union (27) 17.6 15.8 14.1
Belgium 13.8 12.9 11.9
Bulgaria nda 20.4 13.9
Czech Republic no data 6.2 4.9
Denmark 11.7 8.7 10.7
Germany 14.6 13.5 11.9
Estonia 15.1 134 11.6
Ireland nda 125 10.5
Greece 18.2 13.6 13.7
Spain 29.1 30.8 28.4
France 13.3 12.2 12.6
Italy 25.1 22 18.8
Cyprus 18.5 18.2 12.6
Latvia nda 14.4 13.3
Lithuania 16.5 8.1 8.1
Luxembourg 16.8 13.3 7.1
Hungary 13.9 12.5 10.5
Malta 54.2 38.9 36.9
Netherlands 15.4 135 10.1
Austria 10.2 9.1 8.3
Poland nda 5.3 5.4

15 Tackling early school leaving: A key contributiolo the Europe 2020 Agenda,

Communication from the Commission to the EuropearidPaent, the Council, the European
Economic and Social Committee and the Committee ef Regions, Brussels, 31.1.2011,
COM(2011) 18 final.

16 Countries for which or which the indicators positiv correlated with the variable they
describe exceed the EU average are highlightedein @he abbreviation 'nda’ stands for 'no data
available'.
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Portugal 43.6 38.8 28.7
Romania 22.9 19.6 18.4
Slovenia nda 4.9 5
Slovakia nda 6.3 4.7
Finland 9 10.3 10.3
Sweden 7.3 10.8 9.7

Source: own calculations based on Eurostat 2012.

Another still important problem for education igtkhare of people with
higher education. We should remember that educatitectly translates into
employment levels. From this point of view, EU pitip is to increase by 2020
the percentage of people with higher education 8§84 from 33% to at least
40%'"’. The same indicators for the US and Japan arectigply 40% and over
50%, which shows the gap and the needs on the dgJ Bor individual levels of
education, the lowest unemployment rate is recorfdedoeople with higher
education. It is estimated that until 2020 the petage of jobs requiring high
gualifications will increase to 35% in the EU whidd present only 26% of
workers have higher educatién

17 At present more than one third (33,6%) of persaged 30 - 34 in EU-27 have higher
education (in 2010), with women prevailing (37.28¢r men (30.0%). Eurostat 2012.

18 In the age group 25-64. Supporting growth and jela agenda for the modernisation of
Europe’s higher education systems, COM(2011) 564 &ind Eurostat 2012.
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Table 2. Share of persons with higher education inhe age group 30-34 in 2000, 2005

and in 2010
Country/ Year 2000 2005 2010
European Union (27) 22.4 28 33.6
Belgium 35.2 39.1 44.4
Bulgaria 19.5 24.9 27.7
Czech Republic 13.7 13 20.4
Denmark 321 43.1 47
Germany 25.7 26.1 29.8
Estonia 30.8 30.6 40
Ireland 27.5 39.2 49.9
Greece 254 25.3 284
Spain 29.2 38.6 40.6
France 274 37.7 43.5
Italy 11.6 17 19.8
Cyprus 31.1 40.8 45.1
Latvia 18.6 18.5 32.3
Lithuania 42.6 37.9 43.8
Luxembourg 21.2 37.6 46.1
Hungary 14.8 17.9 25.7
Malta 7.4 184 215
Netherlands 26.5 34.9 41.4
Austria nda 20.5 23.5
Poland 125 22.7 35.3
Portugal 11.3 17.7 235
Romania 8.9 11.4 18.1
Slovenia 18.5 24.6 34.8
Slovakia 10.6 14.3 22.1
Finland 40.3 43.7 45.7
Sweden 31.8 37.6 45.8
United Kingdom 29 34.6 43

Source: own calculations based on Eurostat 2012.

There are also differences in investment in humepital development
measured with the share of investment in educatiothe GDP of a given
country. In eight EU Member States the percentagembd compared against
data of 2000 and 2008. Average public investmehuiman capital in the EU is
5.07% GDP. One regularity, which can be observedlinthe EU Member
States, is that the investment in question comdslynftom the public sector
and the involvement of the private sector is malgironly in the United
Kingdom and in Cyprus it exceeded 1 percentagetpeaching respectively
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1.72% and 1.35% GDP. That is considerably less thatne US where the
private sector contributes 2.1% GDP (2008).

Figure 1. Share of persons with lower secondary, sendary and higher education in the age
group 25-64 in 2010
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Figure 2. Spending on Human Resources - total puldli expenditure on education
s a percentage of GDP (empty box on the figure meamo data)
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The efficiency of young people operations in them@unity labour
market should be shaped and backed up by formalatéidn, especially at the
level of postgraduate studies. Hence, in 2014-28@@porting transnational
learning mobility® will become an important priority. In particulain the
present situation when the mobility in questiorseased by those who learn
abroad and potential readiness to go abroad insterire.g. ability to speak
foreign languages are in general poor. Here theralao significant differences
in the needs of individual countries.

It is estimated that in 2011 ca. 10-15% graduafeBigher education
institutions spent a part of their studies abrodulenvfor vocational education
and training the same can be stated for only 3%lugti@s. There is a need to
further promote mobility, especially within the fnework of VETF°.

In many EU Member States low internationalisatibeducation reflected
in low propensity to study abroad is reinforcedeblow percentage of foreign
students in the student population (with severalepkons like: the United
Kingdom, Austria, France or Germany).

Limited financial resources and insufficient alilito speak foreign
languages hamper learning mobility. Investmentuman capital in formal and
informal education faces substantial communicatibatacles. Average ability
to speak foreign languages in secondary educatiothe EU is 1.5 and 13
countries are below the average.

19 Learning mobility is defined as physical mobilignd takes worldwide mobility into
account. It was assumed that: (1) by 2020 an aeeshgt least 20% of higher education graduates
in the EU should have a period of higher educat@ated study or training abroad (including
work placement), representing a minimum of 15 ECT&lits or lasting a minimum of three
months, and (2) by 2020 an average of at least 6%8-634 year olds in the EU with an initial
vocational education and training qualification&T) should have had an initial VET-related
study or training period (including work placem@grabroad, lasting a minimum of 2 weeks or less
if documented by Europass. Council conclusions onckwmark for learning mobility 2011/C
372/08, Annex: A reference level of European avenagrformance (European benchmark) in the
field of learning mobility.

20 Education and training in smart, sustainable actlisive Europe, Communication from the
Commission to the European Parliament, the Counk#, European Economic and Social
Committee and the Committee of the Regions of 20.14.260M(2011)902 final.
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Table 3. Students studying in another EU-27, Candidatcountry - as % of all students

Country/ Year 2000 2005 2009 2009*
EU (27 countries) 2.1 2.3 2.8 7.98
Belgium 2.4 2.6 2.7 10.92
Bulgaria 3.2 8.7 8.0 3.54
Czech Republic 1.3 1.8 2.7 7.35
Denmark 2.7 2.3 25 9.62
Germany 1.8 2.2 3.6 10.53
Estonia 25 3.6 5.2 3.72
Ireland 9.4 9.3 14.8 7.08
Greece 12.4 6.0 : :
Spain 1.1 1.1 1.3 4.72
France 1.8 2.1 24 11.47
Italy 1.7 15 2.1 3.27
Cyprus 46.5 56.5 56.2 34.74
Latvia 1.3 1.7 3.3 1.27
Lithuania 1.8 2.6 4.0 1.39
Luxembourg 74.5 : : :
Hungary 1.7 1.5 2.1 4.25
Malta 8.2 7.8 11.4 4.34
Netherlands 1.9 1.8 2.5 7.18
Austria 3.8 4.4 4.5 19.38
Poland 0.9 1.3 2.0 0.79
Portugal 2.3 2.9 4.4 4.80
Romania 1.5 2.3 2.3 1.39
Slovenia 2.2 2.0 2.2 1.72
Slovakia 3.0 8.6 11.4 2.79
Finland 3.2 2.7 2.8 4.25
Sweden 2.7 2.3 3.2 9.35
United Kingdom 0.6 0.5 0.6 20.66

* - Foreign students as percentage of student ptipnlin the host country (%) - of tertiary eduoatlevel

Source: own calculations based on Eurostat 2012.
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Table 4. Average number of foreign languages spokeper student in secondary education
in 2000, 2005, 2010

Country/ Year 2000 2005 2010
EU (27 countries) 1.3 1.4 15
Belgium 1 1.2 1.2
Bulgaria 11 1.2 1.2
Czech Republic 1.1 1 1.3
Denmark nda 2 1.8
Germany 1.2 1.2 1.3
Estonia 2 2 nda
Ireland 1 1 1
Greece nda 1.9 nda
Spain 15 1.4 1.4
France 1.5 1.5 1.5
Italy 1.1 1.4 2
Cyprus 2 1.9 2
Latvia 15 1.6 1.7
Lithuania 1.7 1.8 1.8
Luxembourg 25 25 25
Hungary 0.7 1 1
Malta 2.1 2.2 nda
Netherlands nda 2 2.1
Austria 1.1 1.1 1.1
Poland 1.3 1.1 1.3
Portugal nda 1.9 1.4
Romania 1.9 1.9 1.9
Slovenia 1 1.2 1.4
Slovakia 11 1.1 1.4
Finland 2.3 2.2 2.2
Sweden 1.7 1.7 1.8
United Kingdom nda 1 1

Source: own calculations based on Eurostat 2012.

Cooperation of the EU Member States in educatiobdased on the
documentStrategic framework for European cooperation in eation and
training — ET2020adopted by the EU Council for Education, Youtd &ulture
in May 2009. The document sets the objective toeimse the percentage of
adults aged 25-64 participating in lifelong leamito the EU average of 15%.



Differences in the Development... 93

In 2010, the share of persons aged 25-64 benefitimy any form of education
or training was 9.1% (a drop by 0.7 percentagetpmmimpared against 2065)

Table 5. Percentage of adults aged 25-64 participag in lifelong learning in 2000, 2005

and 2010

Country/ Year 2000 2005 2010
European Union (27) 7.1 9.6 9.1
Belgium 6.2 8.3 7.2
Bulgaria nda 1.3 1.2
Czech Republic nda 5.6 7.5
Denmark 19.4 274 32.8
Germany 5.2 7.7 7.7
Estonia 6.5 5.9 10.9
Ireland nda 7.4 6.7
Greece 1 1.9 3.0
Spain 4.5 10.5 10.8
France 2.8 7.1 5.0
Italy 4.8 5.8 6.2
Cyprus 3.1 5.9 7.7
Latvia nda 7.9 5.0
Lithuania 2.8 6.0 4.0
Luxembourg 4.8 8.5 134
Hungary 29 3.9 2.8
Malta 4.5 5.3 6.2
Netherlands 15.5 15.9 16.5
Austria 8.3 12.9 13.7
Poland nda 4.9 5.3
Portugal 3.4 4.1 5.8
Romania 0.9 1.6 1.3
Slovenia nda 15.3 16.2
Slovakia nda 4.6 2.8
Finland 17.5 225 23.0
Sweden 21.6 17.4 24.5
United Kingdom 20.5 27.6 19.4

Source: own calculations based on Eurostat 2012.

L Council conclusions of 12 May 2009 on a strategienework for European cooperation
in education and training (,ET 2020”), 2009/C 112/0
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In summary, we may conclude that enhancing the npateof the
European economy we should simultaneously strivactieve the commonly
set objectives. However, the differences in theeagments so far in the field of
human capital indicate that the policy should besped in a flexible way,
adjusted to the real investment needs of counamesstheir regions. That is why
the Europe 2020 strategy rightly assumes the niggésisa continuous dialogue
among all levels of national administration for sisccessful implementation.
»All national, regional and local authorities shdumplement the partnership,
closely associating parliaments, as well as sqzadiners and representatives of
civil society”®. In other words, the European Commission clearlynmotes
a deeper than before decentralisation of developrpelicy in the field of
human capital involving EU resources.

5. Centralisation of human capital development potiy and how it is made
operational in selected EU Member States

Member States consider human capital developmditlypnd the way it
becomes operational as one of the most importagisaof necessary EU
structural interventions. Usually, like e.g. in &udl, human resources are
diagnosed at the national level in subsequent progiing periods, which
provides the basis for human capital developmerdtegies, and, then, for
operational programmes. Human capital developnuwmis tare defined directly
at the national level based on diagnoses geneatdi@ethe central level. It is
important, however, to what extent the regionsiavelved or to what extent
they engage themselves in the use of human cagitalfactor of development.
In the EU Member States, the differentiation of sbepe, forms and the share of
human capital development policy in the overallelepment policy is relatively
high. These differences are mainly due to fouroras

* territorial and organisational differences amongniMer States (different
ways in which they are organised from the pointietv of the autonomy of
territorial units),

« differentiated organisational models of higher ediacf®,

« differences in the organisation of regional system& innovation
(Nowakowska 2011),

22 Europe 2020. A strategy for smart, sustainableiacldsive growth, Communication of the
Commission, Brussels, 3.3.2010, COM(2010) 2020 final.

2 Organisational models of higher education suggebtee.g.: B. Clark, F. van Vought or
D. Braun and F-X Merrien. (Thieme 2009, pp. 47-58).
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« different perception of the importance of humaniteh@ms a development
factor.

These differences and discrepancies in the intéorefin human capital
development policy in the EU Member States maldifiicult to specify clear
policy models and to assess their systemic disddgas and advantages.
Studies conducted in Poland, the United Kingdomin@aay and Italy allowed
us, however, to identify some types of the applmdicy in terms of the
organisation of the system and its centralisatioaking account of the
decision-making powers in identifying the objectivand in making them
operational, we can distinguish the following types

« fully centralised,

 centralised with respect of strategic objectivethwiertain discretion in the
interpretation if operational objectives,

* decentralised - autonomous at regional level.

Centralised approach to the implementation of humeapital
development policy in a country limits the role tbe regions only to being
either a beneficiary of the policy delivered ditgcby the government
administration in the country or a passive interimgdwho transfers financial
resources and administers tools adopted at theatdetwel. The model is
relatively highly effective when it comes to achiey goals but relatively little
efficient. That is, probably, one of the reasony wlogress in achieving goals,
accompanied by concrete indicators, of the Lisbtrat€gy and its renewed
version is so small. At that time, governments hid Member States and EU
bodies were the main actors responsible for thelementation of strategic
goals. Recent two years and the conclusions of feur2020 strategy have
shifted the responsibility more to the authoriti¢dower levels of the territorial
structure of state organisatfon

In the states with centralised model in place aqamed by some
possibility to autonomously shape the human capitevelopment policy,
a region becomes an active actor of the policy usstjon. It independently
makes operational the goals specified at the deetral, using its endogenous
potential. On top of that, the efficiency of thdippincreases as it is possible to
use its outcomes regionally by better adjustingabiéons to the potential and
needs of a given area. The advantage of the medilat regional actors get

2% Wnioski na podstawie baflapt. Polityka rozwoju kapitatu ludzkiego w regionie
No. 1839/B/H03/2010/38 (in Polishfonclusions from the study on Human capital devedopim
policy in the region) Department of Regional Economics and EnvironmerRadtection,
University of Lodz, 2012.

% Europe 2020. A strategy for smart, sustainableiacldsive growth, Communication from
the Commission, 3.3.2010, COM(2010) 2020 final, iteth
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ready to implement such policy in the future whetemal funding will no
longer be available. However, it is hard to declawewhat extent today's
structures and actors remain unchanged in thegfutdle may assume that even
if the present processes and structures turn athbie, silent knowledge
connected with best practices will constitute arpdmant value added for
aregion.

Decentralised type means human capital developmp@ity is actively
pursued simultaneously at national and regional\A region is a partner for
central authorities and it is largely autonomougamslating strategic goals into
operations. It can also define its own strategiediives (different from those of
the upper level) and the way they become operdfforighe model makes the
policy of human capital development relatively hjgeffective, although it may
be less effective in terms of national or Europedectives. Undoubtedly,
investing in human capital in such an institutioeavironment should lead to
the effects of sustainable growth.

6. Conclusion

What type of human capital development policy staut aim at? Should
we use the model followed in the implementatiomeagfional policy or regional
innovation policy? Should the policy be presentedpecific, dedicated regional
documents, e.g. in the regional strategy of humapital development? The
guestions cannot be answered unambiguously, méebtause in the area in
guestion it is hard to identify best practices ubstantiate the justification with
real life examples. The EU Member States ratheveugsally, although usually
unofficially, complain about low efficiency of ingement in human capital.
Hence, it is worth considering how the policy stibloé reorganised, bearing in
mind, however, that in a knowledge-based econonwing the policy up
completely would be an ,economic suicide”. The peob tackles especially
countries (e.g. Poland), where human capital dewedmt policy is defined at
the central level and takes little account of thee wf specific (strategic)
resources needed to enhance the competitive paiteitiregions. Both the
diagnosing and strategic planning take place at rthgonal level without
considering the specificity, needs and opportusitié individual regions. The
implementation of operational documents and of gd&lpartly entrusted with

% Often operational weakness of local authoritiethinmodel leads to the so called ‘pushing
out' of the policy of local authorities by the myliof the central government. (Nowakowska 2010,
pp. 207-212).
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the regional level. We might wonder whether sugolicy structure is optimal
from the point of view of actual needs and captdiof regions which are so
different. Should not we increase the importancawhan capital development
policy in the region by taking it out of other pmdis (general development
policy of the region and regional innovation po)icwhere it is clearly
marginalised and where its priorities lose in cotitjpa with infrastructural
investment? The efficiency of currently implementdie so called soft
investment is largely controversial. Perhaps mesponsibility resulting from
making the policy more regional and drafting regiostrategic documents better
tailored to actual needs and capabilities of amgiregion, could help adjust the
policy to regional needs and would give it more emgrment. By that, we
could increase its efficiency and effectivenesst &are, such modifications
would expand the scope of drafting human capitatelbppment policy at
regional level, which would enlarge the catalogue taols and optimise
investment in building up innovative knowledge hetregion, both basic and
advanced, from the point of view of expected ressi¥e may also assume that
more independence and responsibility in decisiokinga when identifying
regional priorities of human capital developmentiqyo could better adjust
actions to actual needs of the region and wouldenitkimprovements more
realistic thanks to more efficient monitoring andrusiny of implemented
operations.
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Streszczenie

ZROZNICOWANIE POZIOMU ROZWOJU | KIERUNKOW INWESTYCJI
KAPITALU LUDZKIEGO W KRAJACH UNII EUROPEJSKIEJ

Kapitat ludzki i wiedza ¢ dzi§ najwaniejszymi czynnikami rozwoju
decydugcymi o innowacyjnéi i konkurencyjnéci gospodarek. Rola tych czynnikéw
zostata réwnie podkréglona w dokumencie Europa 2020. Jednak z uwagi na
niematerialny charakter inwestycji we wzrost wacickapitatu ludzkiego w pa€zeniu
z duym stopniem centralizacji polityki rozwoju kapitaludzkiego dziatania te
odznaczaj sie stosunkowo niskim stopniem efektysehoStd celem pracy jest po
pierwsze zidentyfikowanie rangi polityki rozwojuypkatu ludzkiego w strategiach UE.
Po drugie identyfikacja i analiza poréwnawczaeday krajowych zrinicowai rozwoju
kapitatu ludzkiego, wraz ze wskazaniem punktow esikmia w zakresie kluczowych
miar tego rozwoju. Po trzecie natomiast celem prgst wskazanie modeli polityki
rozwoju kapitatu ludzkiego z perspektywy oceny gasmwania wladz samogzlowych
w jej realizacg i efektywnegc.
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The Concept of Sustainable Development and Its Imga on the
Shaping of Modern International Relations through
Global Agreements

Abstract

The goal of this article is a depiction of the pees of the molding of the
concept of sustainable development as well as la &dhe influence that this
concept has exerted on contemporary internatiorditips, especially taking
into account agreements of worldwide scope. Thiglaris also an effort at
demonstrating that the foundations of the concdpiustainable development
can be traced to certain economic theories. Thal feection of this article is
devoted to the characteristics of individual coefages initiated by the United
Nations in order to promote enduring and sustairatdévelopment on a world
scale. Also presented are the achievements ofnitigidual conferences and
their roles in demarcating universally obligatoryinciples and standards of
sustainable development.

1. Introduction

The beginning of the 21st century was a period @fegl changes
throughout the world—already initiated in the 2@#ntury. It is a period of
development and broadly understood transformaiimnsany fields, such as the
economy, industry, agriculture, the labor markepdern technology, and
environmental protection. The process of world gl@ation has become
exceptionally important. It is leading to the mutpanetration of world norms

* University of £6ck



102 Anna Rydzbikowska

in the functioning of companies, the developmenarform standards, and the
transfer of information in matters of greatest imipnce. A key position in all

these changes is played by society, which stanttenefit or suffer frustration

as a result of all the economic processes takingeplThe role of the natural
environment absolutely must be indicated at thisitpd\s the natural area of
human life it is often utilized in an inappropriatmanner, which, as
a consequence, leads to degradation.

All of the above aspects have contributed to theroencement of close
cooperation among countries throughout the worldv@l as to the concluding
of agreements and the calling of conferences of lighest order. The
development of collaboration on a global level tasne fruit in numerous
agreements that, in their essence, have assumeithphementation of many
goals in matters relating to the economy, sociaty the environment. Not all
agreements have ushered in expected effects, bythiive started a wave of
development in social awareness in which careterfurther development of
mankind without harm to the natural environmenthis only proper road that
should be taken. Among dominant trends in mattetkeorational use of natural
resources, there is no doubt that a key role iyeplaby the concept of
sustainable development. The article below is &orteft bringing this concept
closer.

2. The Concept of Sustainable Development: Genesis

The functioning of every civilization is, to a gtextent, dependent on its
environment and culture. Culture is the determimdrmeople’s approach to the
natural basis of all aspects of life, including #vastence and development of
Man. The conviction during the industrial era waattthe economy is an
element that is separate from the environment &ad its development has
played a role in pushing nature into the sidelimeshe development of the
economic sphere. A watershed in this reasoninghdicbccur until the looming
of the global environmental crisis. Scientific rasd has proved that rapid
demographic growth and an unproportionately largerease in economic
growth aimed at the utilization of nature’s res@sr@are serious threats to the
nature—related aspects of life as well as to thadéudevelopment of civilization.
However, there is still no answer as to whetheratrnegative aspects shall first
make their appearance in the economic sphere dsgguently in the biological
one, if economic conditions will undergo impropdranges throughout the
world as a whole or only in certain geographic sreend ultimately if the
destruction of natural economic conditions in cagion will perhaps play a role
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in improving conditions in other regions. Many pesstically inclined observes
have stressed that the world is inescapably apbitog@ limit threatening the
very existence oHomo sapienss a species beyond which changes will be such
that the human organism will no longer be capabkdapting by way of further
development (Wilson 2003).

Difficulties that make their appearance in anyrmfieto make a proper
diagnosis primarily stem from the long duration adiffering development
cycles of nature, the economy, and culture. Studiesting to global
environmental threats are usually conducted ovehart period of time as
compared with the cycles of an evolving nature.sltthe limitations on
influencing evolutionary processes in nature thavehmade it necessary to
introduce changes in the economic sphere as wellnathe social one.
References to social culture have also made theasdédnown at this point.
Without changes in the sphere of social cultureettmman be no talk of far—
reaching transformations in the economy or revauaatin the social sphere that
are, in fact, implicated by economic changes (Rusto 2005, pp. 28-29).

Any acceleration in changes taking place in culuseally occurs under
the influence of various states of crisis. Sigrifitchanges over recent years in
the awareness of society have been caused by ghohddonmental threats.
Cultural information, which has a major impact artial views, now includes
theories and ideas that, as a consequence, hanghbrabout the reshaping of
the attitude of people to the world of nature. Iesdminating such ideas an
important role was played by environmental andaomiganizations as well as
the United Nations.

New theories regarding the biosphere started matkiag appearance at
the turn of the 20th century. This gave rise to péiosophical (M. Bookchin),
economic (K. Buolding), and nature—oriented (EV@Ison) ideas. A question
was put as to should what already is be improvedsdt perhaps a better
solution to direct societies and economies onto maeks.

As a result of these considerations, two streamseodbmmended and
recognized solutions made their appearance—the dii@m solution and
anthropocentric solution. These streams are als@rgally recognized today.

The biocentric stream, based on a philosophy efaibracing ecology,
maintains that nature is the cradle and foundatib@ll life and the seat of
evolution. This means that there exists a neediborslinate Man’s economic
and extra—economic activities to the potential iw@dy the ecosystem in each
process of nature organization. This stream isrukelihe inspiration for the
emergence of new areas of activity—social ecolegylogical philosophy, and
ecological economics. The biocentric stream has algeated the basis for
studying social and economic development, subjectdnditions of limited
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biosphere resources. However, as of yet, it hasleatloped recommendations
that can be implemented in practice (Figure No. 1).

Figure 1. The process of shaping the concept of sastable development

Awareness of the global threat to the environmaedtaf the danger of global ecologica
catastroph

A 4

The quest for ways to overcome the ecological<risi

New ideas for protection Ecological philosophy Ecological economics

A 4 A 4 A 4

The concept of sustainable development
(social and economic development adapted to thenfiat inherent in the natural
environment)

y

Acknowledgement of the coherence of ecologicalisd@nd economic problems.

y

The concept of enduring and sustainable development

Source: B. Poskrobko, S. KozlowsEustainable development: Selected theoretical probland
implementation in light of European Union documexsrsaw, 2005, p. 30.

The nineteen—eighties were a time when it becam@uo$ that without
reforming such areas as the economy, the environhraad society, it will not
be possible to overcome the worldwide environmegtiais. It was during this
period that the concept of enduring and sustaindel@lopment, based on the
assumption that contemporary knowledge makes &iplasto consciously shape
all components of the macro—system by Man, espgciaktrict social and
economic pressure on the environment and strendgtieeecosystem, made its
appearance.

One might risk the statement that the concept dieng and sustainable
development is a bridge between the capital-orieatmnomy and the future—
oriented economy, which will commence studies omnemic processes
characteristic of the postindustrial civilization. The future may mean the
replacement of the capital-oriented economy wikmawvledge—based economy
(Poskrobko 2005, p. 31) (Figure No. 2).
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Figure 2. The Concept of Sustainable Development &s Bridge between the Industrial
and Postindustrial Civilization
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Source: B. Poskrobko, S. Koztowski, Sustainable ligweent: Selected theoretical problems and
implementation in light of European Union documgnfgarsaw, 2005, p. 30.

3. The Concept of Sustainable Development in Lighof Contemporary
Economic Theory

The roots of the concept of sustainable developmeaay be found in
classic economics (D. Ricardo, T. Malthus, and.JMH). Its representatives
conducted a discourse on the limits to growth, &hékamining the falling
output of arable land, taking into account its ifigyt and the relationship
between arable land resources and population grReichul 2004). In a later
period, representatives of neoclassical economiesnly W. Jevons), Marxism,
institutionalism, and also Keynesian economics @i up this subject matter.
The main credit should be awarded to representatofethe Roman Club.
Today, sustainable development—one of the mainestibjof economic and
environmental studies—is primarily undertaken byolegical economics,
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energy analysis, environmental economics, and otleated disciplines
(Jezowski 2005, p. 57).

The definition ofsustainable developmediffers from that ofbalanced
economic growthit was stated for the first time in the BrunddaReport—“Our
Common Future"—in 1987. It is a generalized concepd, in its essence,
means the “... path of human progress which meetadhds and aspirations of
the present generation without compromising thétglaif future generations to
meet their own needs” (Estes 1993). The above itlefinclearly indicates that
the economic and civilizational development of giresent generation should
not take place at the cost of exhausting nonrenewabsources and
environmental degradation, but for the good of faitwenerations, which
includes the right to further developme(ilol 1999).

A more precise definition of sustainable developmen detailed in
Agenda 21, ratified at the Rio de Janeiro sumniitodks at the principles of
sustainable development in forty chapters of dadailecommendations.
Possibilities for introducing this concept into tteal world were confirmed by
the successive United Nations conference in Jolsinmng in 2002 (Poskrobko,
2005, p. 31).

The definitions for enduring and sustainable dgwalent stress and
identify two qualities of this conceptpermanenceandsustainability.

The basic pillar of exceptionally great importarfoe the category of
sustainable development (enduring developmengeisnanence Essentially,
this is a question of decisions relating to thecailpremises of permanence that
entail intra—generational justice and inter—genenat justice, as well as justice
with respect to non—personal entities. An importesle is also served by
assumptions in the area of substitutionability agnservices rendered by nature
capital and forms of social capital as well as fireblem of irreversible
processes (dewski 2005, p. 58).

Sustainability for its part, signifies the need, or even theessity, of
maintaining and creating proper—the most appropfiam the point of view of
management—effects. According of B. Fiedor, thisds a question of balance
in light of the theory of growth, but a much broadederstanding that may be
called a “qualitative dimension.” Sustainability-smderstood is primarily the
achievement of economic and social objectives whiéntaining a high quality

1 www.bsp-pl.org A sustainable development strategy for Poland uph®® year 2025:
Guidelines for ministries developing sector stréggMinistry of the Environment, Warsaw,
December 1999.
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of the natural environment and the securing of ssibdity to its resources,
taking into account the dimension of time and sg&gedor et al. 2002).

In connection with systems theory, it may be stdbed sustainability is
primarily a reference to development links in a masystem—i.e. the
environment—economy—society—and inside each andyeeme of those
subsystems (Poskrobko 2007, p. 22).

In ecological economics (a socio—economical digugploncerned with
environmental protection and sustainable developnieis possible to identify
three assumptions (conditions connected with suwebde development)
presented as a problem of hierarchically coupledaier.

They are:

1. The maintaining of a permanent economic scale mgeof its life—
supporting environmental system,

2. The maintaining of a just distribution of resour@asd opportunities not
only among members of the present generation, Ibataanong the present
and future generations and, to a certain extertydmn people and other
species, and

3. The maintaining of the efficient allocation of resces in time (Norton et
al., 1998).

Simplifying, this means an appropriate scale of amractivity, reliable
and just distribution among generation and speaied, the efficient allocation
of natural-market and non—-market resources (Cailatiol Duane1999, pp. 441-
460.). The assumptions of ecological economicaiarealistic, however. This is
because each and every use of nonrenewable resaurdermines the principle
of permanence that, as was mentioned earlier, hasic pillar of sustainable
development. It is an obvious fact that Man, indeenomic activity as well as
during consumption, usually reaches for naturagtassf key importance. Thus,
restricting the scale of consumption or use muse easignificant impact on the
functioning of the market and the distribution nE@me within the framework
of the present generation and also between geoesgistewen 1998).

A closer to real life or, more importantly, possilalpproach to the concept
of sustainable development is presented by nedcésEnvironmental
economics, which concentrates on economic permanand economic growth
(the quest to an optimum prosperity).

Environmental economics, in its turn, defines dnstale development as
subject to conditions of weak permanence assuntiag rature—based capital
and capital as generated by Man may be substittdedeach other. The
permissibility of mutual substitution and suppletieg between these
production factors opens up possibilities for ecoiwo growth. Only weak
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permanence, where nature—based capital may beceeplay generated capital
makes possible economic growth and sustainabldafewent. This approach is
very far from the view of ecological economics, @hiis illustrated by

a statement made by H. Daly (2002). In his viewgneeic growth does not
solve the problem of poverty, for example, becageavth in GDP ultimately

causes a more rapid growth in environmental anthkoosts than growth in the
benefits of production (Daly 2002).

At the present phase of study on enduring and isastie@ development,
this concept may be understood as a way of organieconomic activity, and
using and shaping possibilities offered by the emment, as well as the
organizing of social life so as to guarantee theetigpment of future production
processes, management systems, the permanencéuddl rpotential, and the
perfecting and, in the more distant future, mamitay of a high standard of
living of society (Poskrobko 2007, p. 22).

Sustainable development is not only environmentaitegation in its
traditional sense. It is primarily “development’lideted by a framework of
ecological space, where economic, environmentadl sacial processes are taken
into account and mutually penetrate each other-eagss safely and favorable
influencing the development of Man, the environmamd the economy. Thus,
it is a “stimulator” of progress in its broad senkealso appears as a way of
living and something of a form of ethics allowingr fthe making of choices
from among known forms of consumption and produrctio today’s world.
Sustainable development is also a “fad.” This isabse today’'s consumer
considers an environmentally—friendly product asnaihing that is safe,
healthy, and even modértMol 1999).

Sustainable development is not some clearly defamebfinal objective—
a limit that society must reach. Rather, it is agess spread out over a long
period of time (years or maybe even centuries)gamrations.

Presently, it is possible to find over one hundmefinitions and
interpretations of sustainable development. Thisaisign of a significant
problem in perception, both in reality and in preet because sustainable
development may be examined in many ways. The @bnise becoming
increasingly popular, comparable with the popuarif the concepts of
“environment” and “environmentally—friendly” of aedade ago. It is also for
this reason that one often comes up against difigsuin defining if this is an
economic—ecological category or simply a marketimgmick (Jeowski 2005,
p. 58).

2 |bid.
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4. The Ethical Basis of Sustainable Development

A positive attitude by Man with respect to natured athe natural
environment is provided by the teachings of religiosuch as Taoism,
Buddhism, Hinduism, Jainism, and is also presei@hnstianity. St. Francis of
Assisi is a good example. In 1979 he was annoutieeg@atron saint of ecology
by the Roman Catholic Church. There are also taehiags of Pope John Paul
Il. Questions tied with care for the natural enmirgent found their way into the
Centesimus Annuancyclical of May 1, 1991 in which John Paul wrtigually
worrying is the ecological question which accompanithe problem of
consumerism and which is closely connected tamitis desire to have and to
enjoy rather than to be and to grow, man consuhesesources of the earth and
his own life in an excessive and disordered waiplgtzego rolnictwo w Polsce
sprzyja ochronie ptakow?” [Why does Polish agrizdtfoster the protection of
birds?], Ogolnopolskie Towarzystwo Ochrony Ptakf®olish Society for the
Protection of Birds], p. 2.).

Ethical principles that play a part in achievingstsinable development
have been identified by the creatorspefrmaculture Permaculture is a system
of design for sustainable human settlement (gardanss, villages, and even
towns). Two Australians—Bill Mollison and David Hofjren—developed this
system in the nineteen—seventies and are respersitits launching. The name
permacultureis derived from two English wordgermanentand agriculture’.
Permaculture is characterized by the followingagthprinciples:

1. Care of the earth,

2. Care of people,

3. The just distribution of surplus, and
4. Limiting consumption to a minimum.

Care of the earth should be understood as caringliftiving things, but
also for the inanimate environment. This princiglecompasses plants and
animals as well as the soil, air, and water. Carg@éople, for its part, should be
understood as satisfying their needs, includingdfoshelter, education,
motivating work, and interpersonal contacts (Be28066, p. 20).

Bill Mollison also identified the following ethicgbrinciples relating to
natural ecosystems:

1. Absolute protection of natural forests,
2. Intensive renewal of degraded ecosystems,

3 Seeds of Change, http://iwww.seedsofchange.com/absedrch_farm.asp, November 13,
2005.



110 Anna Rydzbikowska

3. Establishing systems for the needs of Man, evethersmallest used piece
of land, and

4. Founding nature reserves for rare and threatenediesp of plants and
animals.

The idea of permaculture also encompasses a ‘fifie,& in line with
which each and every living being has value in afnitself (e.g. a tree has value
in and of itself, even if it does not represent angnomic value).

The ethical principles proposed by the creatorpasfnaculture have the
following application in the design of sustainabtmsystems:

« Foreseeing the long—term consequences of actiahglanning to achieve
enduring effects,

» Primarily raising local species of plants and emgdnvasive species,

Establishing multi—-species cultivation,

« Promoting social responsibility and helping pedmeome independent,

* Forestation and soil recultivation,

* Recycling waste,

» Seeking appropriate solutions, not concentratingroblems, and

» Design of small and efficient systems that do rasjuire large outlays of
work and energy.

5. Sustainable development as the goal of globalragments

The United Nations Conference on Environment andeldpment was
held in Rio de Janeiro in 1992. It is universallyolvn as the “Earth Summit.”
The ideas and principles of sustainable development discussed and ratified
in their binding form. The most important achieveinef this meeting of state
governments was thBeclaration on Environment and Developmémit was
negotiated. It confirms the currentness of the &mation of the United Nations
Conference on the Human Environment and definestjweeven general
principles of global sustainable developnient

The Rio Declaration and the above principles weppkmented by a set
of 2,500 recommendations for states, governmemi&rgovernmental and
international organizations, and for society, knaagnthe Agenda 21 — Action
Plan for Global Sustainable Development for the 21sCentury.” This set,

4 www.poznajemyonz.pl — UN Awareness Action. A lisf principles of sustainable

development as approved in the Declaration on Bnuient and Development at the Earth
Summit in Rio de Janeiro in June of 1992. It is asitBe on the Web pages of the United Nations
— http://www.un.org/en/
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better known as simply “Agenda 21,” is a key docotrromoting the concepts
of sustainable development and environmental ptiotec It consists of
guidelines for the development of regional, natipremd local sustainable
development strategies.

Agenda 21 is subdivided into four sections. Eactkamareference to
a separate, albeit mutually integrated, sphereeéldpment, specifically:

» The Social and Economic Dimensions,

» Conservation and Management of Resources for Denwlat (questions
relating to arable land, forests, the rural cowitty and agriculture,
endangered ecosystems, and protection of the oegansland waters),

e Strengthening the Role of Major Groups, who implemeustainable
development (trade unions, nongovernmental orgdoir Scientists,
ethnic groups, youth, and women), and

* Means of Implementation of sustainable developmentompassing
financial means, technology transfer, training, alegnechanisms and
instruments, international law, etc. (Ciechanovilie29, p. 36).

Agenda 21 presents basic policy assumptions asasgbrograms aimed
at achieving balance among such elements as cotismmporld population
numbers, and the earth’s capacity for the furthedution of life. Agenda 21
stresses the fact that environmental changes aréhet greatest of extents,
dependent on factors such as consumption, techynobkrgd changes in the
demographic structure. Ways of mollifying the impat inefficient models of
consumption in certain parts of the world have hidentified, as have ways of
simultaneously enticing others towards acceleratdajt sustainable
development. Also presented were guidelines reatinfighting environmental
degradation in land, in the air, and in water, #relpreservation of forests and
the diversity of species populating the Earthgenda 21 is something of an
appeal calling for action against all the key pewnt of present times as well as
an effort at readying society for future challen@ég/sokinska and Witkowska
2004, pp. 14-15).

The most important problems in the matter of imm@atation of
principles of enduring and sustainable development:

1. International cooperation aimed at acceleragnduring and sustainable
development as well as the introduction of releviatérnal policies in
developing countries. A key area of work on thet pafr economic
development should be the creation of a nurturlilgade to achieved the
goals specified in Agenda 21 with respect to emvritental protection and
development through:

5 Eko—Baltyk No. 3/4 (64/65), July/August 1999, pp. 9—10.
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* The promotion of enduring and sustainable develoypras an effect of the
liberalization of commerce,

» A mutual dependence between commerce and envirdahpntection,

* Maintenance of an appropriate level of financiaowgrces for developing
countries as well as the solving of the problermtdrnational debt, and

e Support of macro—economic actions for environmematection and
development (Wysokska Z. and Witkowska J. 2004, p. 10).

2. Changes in the model of consumption through:
« Balancing the consumption and production modeld, an

» The undertaking by individual countries of economidicies and strategies
that will play a role in eliminating unsustainalslensumption models.

3. Protection of natural resources that are thes basthe social and economic
development of future generatiGns

It is obvious that each level of implementatiorso$tainable development
(global, regional, national, and local) has its ol@nommendations adapted to
development problems peculiar to that level andiirety the use of a different
set of instruments as well as serving to involveous actors of the political
scene in Agenda 21

An exceptionally important success of the Rio Coariee was the
establishing of the Commission on Sustainable praknt (a functional
commission of the ECOSOC), thanks to which the hgeent of a global
action strategy in the area of environmental ptaac especially climate
change, biodiversity, and fighting desertificatiohas gained the proper
momentum.

An unquestionably significant effect of the Confeme was also the
signing of the following conventiofis

« Convention on Biodiversity. The objective of thisorwention is the
preservation of the world’s biodiversity and a airsible exploitation of its
elements, including the just distribution of beteeitemming from work on
genetic material. It was on the basis of this Catiea that the Protocol on
Biosafety (international commerce in geneticallydified organisms) was
negotiated.

% Communication from the Commission to the Council #mel European Parliamerithe
World Summit on Sustainable Development One YearI@plementing Our Commitments
Brussels, December 12, 2003.

" A sustainable development strategy for Polandoupe year 2025: Guidelines for ministries
developing sector strategies, Ministry of the Eornment, Warsaw, December 1999.

8 www.poznajemyonz.pl — UN Awareness Action.
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¢ United Nations Framework Convention on Climate GfgarThe essence of
this Convention is the achievement of a level afaamtration of greenhouse
gasses in the atmosphere that will not be a thmedhe world’s climate
system. The Convention is an initiative that gaasbleyond the boundaries
of a traditional understanding of the frameworks fenvironmental
agreements. Implementation of its provisions codwesgn to the appearance
of economic repercussions encompassing such sexstqrswer engineering,
transportation, agriculture, forestry, and the tirag economy. Thus, it is
not only an environmental convention, but also priftg an agreement of
exceptionally great economic importance of sigatficpolitical weight.

The Third Conference of the Parties (COP 3) waarimagd as a result of
the failure to implement all of the provisions amtined in the Framework
Convention. Its outcome was the development ofvalegal instrument. It was
approved under the name of the Kyoto Protocol. Phnetocol obligated
industrialized countries to reduce emissions ofithsic greenhouse gasses by at
least 5.2%. It was assumed that this was to beeaetiiover the years 2008-
2012.

The Kyoto Protocol came into force on February2@05. It was ratified
by 170 countries (excluding the United States ausitvalia).

Successive international instruments vital for ectbn of the
environment and important to sustainable developmemne drafted in 1994 as
a result of efforts aimed at implementing the decis from Rio de Janeiro:

* United Nations Convention to Combat Desertification

» Stockholm Convention on Persistent Organic PoligtéiOPs) expressed in
action against the negative impact of POPs on tmaranment. This
Convention was ratified in 2001 and is in forceobilay of 2004.

» Rotterdam Convention on the Prior Informed Con$entedure for Certain
Hazardous Chemicals and Pesticides in Internatidraade. The goal of this
Convention is to control and prevent illegal trddehazardous chemical
substances. This Convention came into force onuaepi24, 2004.

The updating and vitalizing of global obligatioregarding enduring and
sustainable development as well as the assessiinent gears of achievements
in implementing obligations taken up in Rio de Jama 1992 took place at the
World Summit on Sustainable Development, which Wwakl on August 26 —
September 4, 2002 in Johannesburg, Republic ofhSafrica. It was at this
summit that possibilities for fighting poverty aselWwas hunger, which is
intrinsically tied to it in many countries of theovld, as well as health care and
environmental protection on a global scale wer&ddanto.
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State representatives (almost 200 countries) tbek decision to pass
a global plan for reducing poverty while simultansly respecting principles of
protection of the natural environment. The drivingce for developing this plan
was the millennial development goals passed auttited Nations Millennium
Summit held in New York. It included:

» The decision to increase efforts in the matter @fdting possibilities of
using cheap and renewable sources of energy,

» The agreement on protection of selected regionthefseas and oceans
aimed at the renewal of fish stocks, destroyedhayexcessive fishing of
certain species, by 2015,

» The agreement on the production and use of chero@apounds in ways
that cause the least harm to human life and theamaent, which will be
implemented by the year 2020,

» The agreement on the need to slow the rate ofaiim of rare species of
flora and fauna by the year 2010,

* Affirmation of the principle of the assumed thr&athe environment and the
maintenance of care even when evidence of the sgpea of a potential
threat to the ecosystem is not unequivocal, and

 Affirmation of the principle of the joint, but vai, responsibility of all
countries, who are obligated to pay the closeshttn to saving the Earth’'s
natural environment, where wealthy countries shosighport this goal
financially to a greater extent than poor ones.

6. Rio +20

The United Nations Rio +20 Conference on Sustasmdbévelopment
(UNCSD) is the most significant event in sustaieabievelopment this year.
Discussion that will be conducted that shall beohes around two main matters:

» The effective promotion of sustainable developmand
* Global institutionalization of collaboration in ghéphere.

The designated date and venue are not random. M201®2 marks ten
years since the first World Summit on Sustainablevdlopment in
Johannesburg. Also worth remembering is that it imesnty years ago in Rio de
Janeiro that the Earth Summit tool place. It enideithe signing of Agenda 21,
which defines international principles of coopeyati for environmental
protection, which was discussed in greater detathe above section of this
article.
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It is with reference to this event that the upcgnaonference has been
called Rio +20. Its main objective is the summimpgad the past twenty years in
terms of implementation of sustainable developrasntell as the identifying of
new priority actions that shall be adequate wigpeet to the world's economic,
environmental, and social challenges. The confershall be held on June 20—
22, 2012 in Rio de Janeiro.

All people and entities taking part in this yeacenference shall
concentrate on two priorities. The first is an esrog based on “green” solutions
that is playing a role in solving social probleraspecially in the context of the
elimination of poverty, in a sustainable way.

The organizers have developed a list of seven fgigni challenges in
this mattet:

» Jobs — The need for creating new jobs and bettekimg conditions,
including especially “green” work places, and sbirialusion.

» Energy — The mandatory guaranteeing of broad adoessodern energy
sources, taking into account renewable ones, a$ amlthe efficient
utilization of existing networks and resources.

» Cities — The growing need to support the sustamdblelopment of cities,
especially with respect to environmental and saqiglstions.

* Food — The need for redefining global policies aidlosophies in the
context of the production, distribution, and congtion of food, especially
in matters relating to hunger and growing popufatiambers.

» Water — The need for change in managing world freater resources, and
the improvement of access to it as well as itsityual

« Oceans — The need for sustainable management dimearesources and
the protection of the oceans as an element stiagjlicimate and nature
processes.

* Natural disasters — The need for active preveng¥erts and global
cooperation in combating their economic, environtakmand social effects.

The second conference postulate is the instituiiateon of global
cooperation for sustainable development, whichnierided to bring about
greater harmonization and efficiency of actions. ofug the things the
organizers are proposing dte

e Expanding jurisdiction and the financial potentiaf already existing
institutions—i.e. the United Nations Environmentogham (UNEP), the

9 http://www.uncsd2012.org/rio20/7issues.html
10 http://www.uncsd2012.org/rio20/isfd.html
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United Nations Development Program (UNDP), and théted Nations
Commission on Sustainable Development (CSD),

« Stronger collaboration in world climate change nggamaent, and

* A more active role for international financial istions such as the World
Bank, the Regional Development Bank, and the lat&nal Monetary
Fund.

The ultimate outcome of this successive Earth Sunsnd be the signing
of a document entitled “The Future We WahtAmong the things it proposes is
the significant expansion of the jurisdiction oétlnited Nations Commission
on Sustainable Development or its changing intolthiged Nations Council on
Sustainable Development, and the launching of a imitiative—Sustainable
Energy for All. This document also forwards progesfor creating a list of
Sustainable Development Goals, modeled on the ivilld Development Goals,
which would be defined through relevant indicatir$e achieved by the year
2030.

7. Conclusion

An unequivocal conclusion crops up in summing wpdhove discussion.
The Concept of Sustainable Developmenis an idea that has been evolving
over the course of time and is continuously playangart in molding modern
international relations and introducing defined ulation into the world
economy. This idea gave birth to many economic ggses currently taking
place on European markets and has acted to incosa®ern over the fate of
future generations and their living conditionshdis also played an exceptionally
important role in questions of state and publicolsgment in environmental
protection, in its broad sense. There is no dduddtthe most important outcome
of the implementation of the assumptions of thecdeed concept is the signing
by the member states of the United Nations of agee¢s and declarations on
implementing the goals and observing the principfesustainable development
that are the outcome of participation in Unitedibladé conferences on enduring
and sustainable development. The concept of sasti@ndevelopment has
brought about global changes in developing thecadiof individual countries
through greater involvement in the use of renewablergy sources, restricting
the level of industrial pollution, increasing career the preservation of natural
resources, fighting neediness and poverty, and thranvemployment through

Hhttp://www.uncsd2012.org/rio20/content/document8ide%20Future%20We %20
Want%2012Jan%20clean%20_no%20brackets.pdf



T@encept of Sustainable Development ... 117

the introduction of changes on the labor marketva as equal opportunities
among social classes in finding work.
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Streszczenie

GENEZA KONCEPCJI ZROWNOWA ZONEGO ROZWOJU ORAZ JEJ
WPLYW NA UKSZTALTOWANIE SI E WSPOLCZESNYCH
STOSUNKOW MIEDZYNARODOWYCH POPRZEZ ZAWIERANIE
GLOBALNYCH POROZUMIE N

Celem niniejszego artykulu jest scharakteryzowaggeezy ksztattowania esi
Koncepcji Zrébwnowsonego Rozwoju, a taé& wskazanie, jaki wptyw miata ona na
uksztattowanie s8i stosunkéw natzynarodowych w zakresie ochromyodowiska
i rozwigzywania problemoéw spotecznych. Przedmiotem anadizytakie teorie
ekonomiczne, ktére staly esifundamentem dla wykrystalizowaniae skoncepciji
zrbwnowaonego rozwoju. Pobézy artykut jest tale proly wykazania, 4 konferencje
organizowane przez ONZ na rzecz trwatego i zrOwdonego rozwoju, staly gisita
napedowy do rozpowszechnienia tej koncepcji w skaiatowej
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The Influence of the European Union Funds on the Deelopment
of the Electronic Business Sector in Poland

Abstract

The article presents the analysis of the resultseesgéarch concerning the
influence of the European Union funds from the @penal Programme
Innovative Economy (‘PO IG - Program Operacyjny dmacyjna
Gospodarka” in Polish), measure 8.2. supporting BRBelectronic economy
and measure 8.1. supporting economic activity ie tAnge of electronic
economy (eServices), on the development of théradac business sector in
Poland. Such important aspects as the innovativeeard competitiveness of the
surveyed companies and their cooperation with thplémenting Institution —
Polish Agency for Entrepreneurship Development (PAR Polska Agencja
Rozwoju Przedabiorczaici in Polish) are covered. The conclusions from the
research and the recommendations concerning theowements for the future
work and cooperation of the Implementing Institmtiof the financial support
with the enterprises are also presented.

1. Introduction

The utilization of the ICT technologies for the romic activities affects
the overall outlook of the global economy in a ligtand higher way. The
revolution of the information and communication Heclogies is being
compared to the industrial revolution from the efdhe XIX century, and the

* Ph.D., Technical University of tégd Faculty of Material Technologies and Design
of Textiles
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ICT were qualified by the scientists as the GenBrapose Technology (GPT)
in the same degree as the systems of energy s(gipbtricity or steam) or the
transportation innovation (railway and cars). Adafautilization of ICT in the
economic and social fields shaped what is preséing referred to as the
‘New Economy?, and the directions of changes in the world ecgnoaturring
in recent years show the transition from industeie economy to knowledge-
based economy (Dworak 2010, pp. 6).

The policies of the European Union support the greent of the ICT
(the information and communication technologies) #me electronic business,
which is connected with the ICT, in the highestgioie way, due to the fact that
these sectors are seen as vital to the EU ecorasry greater use of ICTs in all
sectors in the economy helps firms to increaser thfficiency’ (European
Commission. They are also reckoned as one of tttersethat can help the EU
to become the most competitive economy in the w¢sti in other words to
fulfill the renewed Lisbon Strategy) Moreover it can be assumed that the
growing importance of the electronic commerce cacrelse in some way the
negative influence of the crisis on the global exop (Czajkowski 2011,
pp. 76). That is why millions of Euro are spentregear in order to encourage
the economic growth in those sectors and the Digigenda for Europe (DAE),
which is one of the seven flagship initiatives loé tEurope 2020 Strategy, was
started by the European Commission. It defineké#yerole of Information and
Communication Technologies (ICT) for Europe to ®aztin its ambitions for
2020. The objective of this Agenda is to chart arse to maximize the social
and economic potential of the ICT, most notablyitiiernet, a vital medium of
economic and societal activity: for doing businesgorking, playing,
communicating and expressing ourselves ffeely

A similar trend, concerning the development of |&@id e-business, is
also observed in Poland. However the Polish realitire still different from
those of the more developed countries and the monegted are not always
spent in an appropriate way or the results of itnaeats are not as positive as
they should be in some cases. That is why it waildd to perform the research
of the influence of the European Union funds on tevelopment of the

! Information Economy Report 2007-2008, Science t@utinology for development: the new
paradigm of ICT’, United Nations, New York and Geag2007.

242010 High Level Group, The economic impact offtGvidence and questions’, European
Commission Report 2006.

342010 — A European Information Society for grondhd employment’, COM(2005) 229
final, Brussels, 1.6.2005.

4 ‘Competitiveness and Innovation Framework Program(@&)’, ICT Policy Support
Programme, ICT PSP Work Programme 2011.
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electronic business sector in Poland, to analygedhults of that research and to
verify if the research hypothesis: ‘The wide pogisies of applying for
financial support within European Union funds caontcibute to the
development of e-business sector in Poland, whitdbles entrepreneurs to
reach new customers and increase the sales, turanggrofit, at relatively low
cost of investments’, which was set for the purpoisthe research, is true. The
survey research was performed by Katarzyna Kopyskgart of her master
thesis, which was written under the supervisioRlb Tomasz Czajkowski and
PhD Aleksandra Januszkiewicz.

2. Methodology of the research

The verification of the hypothesis was done onflihsis of the research
conducted on the sample of Polish enterprises ftloen electronic business
sector. The sample’s selection was based on tlabakst of companies, which
applied for the financial support from tl@@P IE (Operational Programme
Innovative Economy) priority axis VIII. This priority axis of the ORE is
connected with the information society and incregsinnovativeness of the
Polish economy. Its main goal is stimulate the development of the digital
economy through supporting the creation of new,ouaive eServices,
innovative electronic solutions for businesses #redreduction of technologic,
economic and mental barriers for using eServicethin society. Under this
priority axis the following measures can be digtisged:

» 8.1. Support for economic activity in the rangeedéctronic economy —
eServices;
« 8.2. Support for implementation of electronic besim— B2B;
« 8.3. Counteracting Digital exclusion — elnclusion;
« 8.4. Ensuring Internet access at the ‘last miteefe
The companies selected for the research receivediritancial support
from the measures: 8.1. and 8.2., and their date te&en from the database of

the Polish Agency for the Enterprise Development Rolish: PARP- Polska
Agencja Rozwoju Przeddiiorczaici)®.

The allocation for the VIII priority axis of Operahal Program
Innovative Economy amounts in total to almost 1,4ll6on Euro, which is
equal to 15% of all the funds devoted for the whoR IE. In terms of the size

5 http://www.parp.gov.pl, information obtained in gust 2010
5 http://www.web.gov.pl/bazy-wiedzy/, data obtairiedugust 2010
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of funds it is the second biggest priority axis.céuing to the data from the
detailed description of the programme, almost hire bf these resources (32%)
is designated for measure 8.2. supporting B2B éatabnic economy, and 28%
for measure 8.1. supporting eServices. Therefomn fthe point of view of
importance for the e-business sector developméstet are the most crucial
measures of the priority axis VI, that allocat@¥6 of all financial resources.
The total amount devoted for them is equal to 88liom euro. That was one of
the reasons why it was chosen to analyze the caemdhat received the
support from these measures, the second reasaon theiract that the measures
8.1 and 8.2 have the greatest direct influenceherattivities of the companies
and also on the Polish economy as a whole

The research was based on the questionnaire pdeparghe basis of

a thorough analysis of the reports of the Europ€ammission and of the
literature sources, among others the world’s leadimoks concerning the
electronic business — Laudon, et. al. ‘E-commefBasiness. Technology.
Society. Third edition’ 2007 and Turban, et. alle&ronic Commerce 2006,
a managerial perspective’, and which was sent t réspondents in the
electronic form. The questionnaire was divided i@ parts. The first part
contained questions about entrepreneurs’ aims ificlitlies in obtaining funds

from the European Union, while the second one emadhiresults of the

utilization of the EU funds. The goal of the surwegs to gather the essential
information for analysis of the EU funds’ impact dhe development of
e-business sector in Poland.

The database, from which the companies’ data wakent contained
information about companies from different brancbislectronic business that
received the financial supp@rtAlthough, it accounted for almost 1200
companies, only just half of them included the datataining e-mail address or
a website. Thereby, the total amount of compan@shich the questionnaires
were delivered, was equal to 554. The e-mail whih questionnaire contained
also an attached cover letter, which included tasidinformation about the
goal of the carried out survey. In order to inceetse number of companies
willing to fulfill the survey, the cover letter em®d the confidentiality of data
provided by the companies and informed the respusdthat the obtained
information would be used only for the scientifierposes.

" http://www.parp.gov.pl, information obtained in gust 2010
8 http://www.web.gov.pl/bazy-wiedzgata obtained in August 2010
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Table 1. Realization of the survey research

Correctly fulfilled
surveys

Percentage calculated in relation to the amount dll
sent surveys (N=554)

44

7,94%

Source: Own calculations based on the analysiseo$tirvey.

The questionnaires were sent to the respondertagast 2010. The total
amount of correctly filled surveys received frone ttespondents was equal to
44, which gave 7,94% of the survey realization iades it can be seen from
Table 1. Such result is acceptable when taking @tcount the research
performed with the help of the electronic mail. Tiegional division of the
beneficiaries who received the financial suppotthie years 2008 and 2009 can

be seen in Figure 1.

Figure 1. Beneficiaries of the measures 8.1 and 8a?2 the OP IE with respect to the region

of Poland
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Source: Own work based on the information from PARP.
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3. Results of the survey research

The research concerned the selection of compahias received the
financial support within the priority axis VIII ofthe Operational Program
Innovative Economy, and that was announced and ledetpin 2008 and in
2009. Therefore, the data only from these two yaeggaken into consideration
in the article. The amount of project selectionsamced within particular years
is different. In 2008 only one selection of appiicas was organized, while in
2009 3 selections were organized. Figures 2 ande3ept the amount of
applications within the particular measures. Inhbatses, the amount of
submitted applications had an increasing trend pDeghe fact that measures
8.1. and 8.2. demonstrated a huge interest amaenpdtential beneficiaries, the
amount of the approved applications did not in@eas the same pace.
It resulted from the limited financial resourcesideated for the projects within
those measures and also from the quality of thengtésl applications.

Figure 2. Submitted and approved applications withm measure 8.1 of the OP IE

Measure 8.1.

3000 2809
2500 —
2000 — EI,'\mou_nt of
— submitted
1500 1329 —— applications
. — ® Amount of
1000 o applications
452 % 461 approved
500 776 370
=" =m =0 ==
| round I round ‘ Il round N round
2008 2009

Source: Own work based on the information from PARP.
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Figure 3. Submitted and approved applications withm measure 8.2 of the OP IE
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Source: Own work based on the information from PARP.

In terms of size, the great majority of the sundepaterprises (92,86%)
belonged to the group of micro companies, whichleynpp to 10 people. Only
7% of the respondents represented small enterpasesthere was none that
represented medium or big companies.

4. Influence of the funds on the companies

Among the companies, which benefited from the sdppihe main
purpose to apply for these funds was the possiltditcarry out projects, which
could not be realized from their own resources (598e Figure 4). Another
reason, which motivated the entrepreneurs to reaehEU funds, was the
opportunity to implement their projects on a largeale. This reason was
indicated by 32% of respondents. Only 9% entreprenanswered, that they
followed their competitors’ example, who receivéathhcial resources from the
EU. None of the respondents mentioned other reastth®ugh there was such
a possibility.



126 Tomasz Czajkowski

Figure 4. Reasons for using the EU funds by the sueyed companies

9,00%

32,00%

z: Possibility of obtaining
additional funds for
greater extent of projects’
realization

Possbility of obtaining
funds for projects, which
realization would not be
possible otherwise

& Followed the example of
competitors. who applied
for funds

59,00%

Source: Own calculations based on the survey gesult

Majority of the respondents (91%) answered thafptiirary objective, to
which the received EU funds would be allocated, wes new investments
connected with launching new products or servicéo of the surveyed
companies intended financial resources for promatiactivities or fixed assets.
More than half of them (57%) wanted to spend th@eyoon intangible assets,
32% on implementation of modern technologies arfib 20 the purchases and
modernization of IT infrastructure. Only 2% of trespondents wanted to spend
the obtained financial support on the R&D actigti@he detailed data can be
seen in Figure 5.
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Figure 5. Aims at which the financial support obtaned from the OP IE would be/where
spent by the surveyed companies

Others

R&D activities

Implementation of modern technologies
Purchase and modernization of IT infrastructure
Promotional activities
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Purchase of fixed assets

New investments (to launch new product, new

. 91%
service, etc.)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

Source: Own calculations based on the survey gesult

As a result of implementation of the projects awficed from the EU
funds, in 77% of the surveyed enterprises new wadgs were created. In most
of them (68%) there were created from 1 up to 5 pesitions for employees,
while 9% of the surveyed companies created 6 toed@ workplaces. Only in
the case of every fifth enterprise the EU funds mtitl cause any workplace’s
creation and 9% of the respondents did not replthi® question. None of the
surveyed companies reduced their employment, socasiclusion one can state
that the EU funds from the OP IE encouraged therprises to create new
workplaces in most cases, and increased the |évibecverall employment in
the Polish e-business sector.

It is an obvious fact that the most important afnalbthe companies is to
generate higher profits. It is done either by getthew customers or by
increasing the sales to the existing ones. Botlescase connected with the
increase in their turnover. In the case of the sygd companies the EU funds
helped them to develop their companies, and as@tr®d gain new clients.
In 75% of the surveyed companies the financial stpfpom the OP IE helped
them to attract new customers, 15,91% of the redpuis did not gain new
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clients, and 9,09% of them did not reply to the sfiw®m concerning the
improvement in the number of their customers.

The companies were also asked about the valueedf tilwnover after
implementing the projects for which the support Weented. It appeared that in
the case of 65,91% of the respondents, the turrafdieir companies increased
after they invested in new projects with money e from the EU funds. For
some entrepreneurs, the period from the momentecéiving the financial
resources up to the day of conducting the surve, oo short to assess, if the
funds really changed the turnover of the comparytaat is why 11,36% of the
respondents did not reply to the question abolit thenover. However, every
fifth of the respondents claimed, that the obtaifiedls did not influenced their
turnover.

All in all, after receiving such results of resdarit can be stated that the
OP IE financial support in the case of the e-bussngector was helpful to the
enterprises and allowed to gain another argumentcémfirmation of the
research hypothesis.

One of the main goals of the EU funds is to enagairdie investments,
not only connected with the utilization of the gesth support, but also own
investments of the companies after the financigbsut from the EU has been
utilized. The research showed that more than Halie surveyed beneficiaries,
exactly 59%, after realization of the projects fioed from the OP IE funds
decided on further investments in those projedmftheir own resources. This
shows, that the EU funds created such opporturfdiesntrepreneurs to develop
their businesses that they also chose to spend mmeey on further
development of the projects started with the hélihve EU funds, which is very
positive.

Another very important issue which was subject tio iesearch was the
change of level of innovativeness and competitigenaf the companies which
received the financial support from the OP IE.dpeared that by investing in
new innovative IT solution, IT infrastructure, R&Axtivities and new projects,
the enterprises gained opportunities to become ewere innovative and
competitive on the e-business market. Accordingthe opinion of the
respondents exactly half of the enterprises becammeh more innovative as
a result of the received support, than it was leefand the next 41% said that it
affected their innovativeness in some positive whgss than 5% of the
surveyed companies indicated that the EU fundsdidhave any influence on
their innovativeness. The exact data can be seEigiumne 6.
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Figure 6. Increase of innovativeness according thé surveyed companies
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As regards the competitiveness, more than 86% ef shrveyed
companies assessed the influence of the EU fundbein competitiveness as
positive, while almost 48% of them claimed thatytldefinitely improved their
competitiveness to a large extent. Only, 2% ansivérat the financial support
from the OP IE did not improve the level compeétiess of their businesses.

Figure 7. Increase of competitiveness according the surveyed companies
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As a conclusion from the research presented aliavay be stated that
the general influence of the funds from the OP tEtloe companies from the
Polish e-business sector is highly positive and theearch hypothesis is
confirmed. However, the research covered also sheds of the support of the
Implementing Institution (PARP) for the companiéstt applied for the EU
support, the level of cooperation with that ingtdn and the level of the
information available for the companies during #ygplication process. The
results of that research are presented in the Eaiadpelow.

5. The information, application process and the cqmeration with the
Implementing Institution

It is very important that the cooperation of thempanies with the
Implementing Institution is at a good level duethe fact that it may result in
proper utilization of the support granted for thempanies and increase the
range to which the funds that are granted for thentry are being utilized,
which in the case of Poland is currently still atunsatisfactory level, as it is
known even from the everyday newspapers. The céeduwesearch showed that
one of the reasons for such disappointing statthéncase of the e-business
sector in Poland can be the unsatisfactory coadperdével, support in the
application process and the level of informatioaikable for the companies.

More than half of the respondents estimated therimétion availability
as positive, 45% of the entrepreneurs considehed the access to the essential
information concerning the measures’ realizatiogded, but only 2% that it is
very good. More than one third (36%) of respondevds dissatisfied with the
access to information, and 16% still claimed thawas not good enough and
should be improved. The main reasons of the d#faation were too
complicated and confusing information. For morentBd% of the respondents it
was difficult to clearly understand information egiv by the Implementing
Institution (PARP). Complicated and confusing imhation was a problem for
more than 34% of them. Lack of the detailed infafomvaand many changes
introduced to the measures’ regulations were arslfimul3,5% of respondents.
Only 4,55% of the respondents complained about dd¢ke actual information.
The rest of them did not even want to reply to tjumstion concerning the
information, which could have been caused by thue ffaat they did not think
that their opinion would change anything. The dethidata can be seen in
Figure 8.
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Figure 8. Reasons for which the surveyed companiesckoned the access to the information
as bad
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Source: Own calculations based on the survey gesult

As regards the time of submitting the applicatiomfs, more than half of
the surveyed entrepreneurs (57%) evaluated it ffisisat. However, for 27%
of them it was short, and for 11% of them too sh@mly 5% of respondents
claimed, that it was long enough. Nobody complaif@dtoo long period of
time for sending the applications.

According to the respondents, the most difficudpsin the procedure of
applying for the EU funds was obtaining of the s$fiecand the detailed
information. Quite often there appeared problemshwbusiness plan
preparation, work with online applications’ generaand with data preparation
for the project application. Entrepreneurs comm@dinabout incorrect
documentation for contests, which was incoheredt @ntradictory with other
regulations, huge difficulties with online generatehich was not well prepared
for working online and lack of the specific crigerilt indicated that the
procedures were too difficult and complicated toe beneficiaries and should
be changed in the future in order to facilitate pnecess of applying for the EU
funds.
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Figure 9. Difficulty level of fulfilling the application forms according to the surveyed
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As it can be seen from Figure 9, the entreprenkadsdifficulties with
completing the application forms. Only 12% of thewaluated this procedure as
easy or even as very easy. It indicated againdhiining funds from EU was
connected with arduous and excessive bureaucracyichw was
incomprehensible for the beneficiaries.

Due to the significant level of difficulties connied with completion of
the application forms, the majority of respondemteded additional assistance
with this process. It resulted in the fact, tha#64f entrepreneurs used some
kind of help with completing and gathering the doemts required for the
contest. Only 34% of them prepared the documentthein own (2% did not
want to reply to the question concerning help). Tagority of assistance (for
48% of the surveyed companies), connected with pgreviously described
guestion, was provided by the professionals, whoewautsourced or even
employed in the company. This shows that the agijtioc process itself
generated additional costs for the companies. Astmbthem are small and
micro firms it should be considered that the proced are simplified in the
future so that the additional costs for companiesraduced. For 7% of the
respondents the main source of help was the engdogé the Implementing
Institution, while 11% of entrepreneurs asked thigiends for help while
completing documentation.

Only 65% of the respondents appreciated the usefaland helpfulness
of the manuals prepared by the Implementing Insitufor the application
process, and for 4,55% of the surveyed entreprenguwas very helpful.
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However, still 32% of them claimed that it was sot helpful and the manual
did not resolve their problems during the fulfilinf the application documents.

Another problem was the waiting time for the demisabout the granted
support and after that the waiting time for gettihg transfer of funds after the
acceptance of the projects. In the opinion of theveyyed companies that
received funds it took the Implementing Institutitto long to announce the
results. As it can be seen from Figure 10, accgrtbrthe respondents, this time
was too long and should obligatory be shortendHerfuture.

Figure 10. Assessment of the length of waiting timéor the decision about the granted
support by the surveyed companies

No answer 2,27%

Definitely too short 227%
Short 4,55%

Sufficient 4,55%

Long 40,91%

Definitely too long 45,45%

0,00% 10,00%  20,00% 30,00%  40,00% 50,00%

Source: Own calculations based on the survey gesult

The waiting time for receiving the financial resces for projects, which
were approved, was also definitely too long acewdio the surveyed
companies (see Figure 11) and as a result, thepeatreurs complained, that
because of such a huge delays in receiving ofuhéd, they could not realize all
the assumptions of projects or implement new ideas.
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Figure 11. Assessment of the waiting time for theansfer of funds after the decision about
the granted support by the surveyed companies

No answer
Definitely too short
Short

Sufficient

Long 15,91%
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Source: Own calculations based on the survey gesult

As a result of all the above mentioned problemsh viitformation or
cooperation with the Implementing Institution, thlepinion about it was
differentiated. However, the biggest group of gmieeeurs complained about
bad cooperation with the Implementing Instituti®8%o), the cooperation with
PARP was neither good nor bad for 36% of the redpots and only 25% of
them evaluated it as positive.

6. Conclusions

Based on the data presented in the article thendsdypothesis: ‘The
wide possibilities of applying for financial suppavithin European Union funds
can contribute to the development of e-busines®isec Poland, which enables
entrepreneurs to reach new customers and incrieasales, turnover and profit,
at relatively low cost of investments’, which wast for the needs of the work,
can be verified positively. The opportunities pard by the EU funds, in the
form of a Polish Operational Programme Innovativeortomy, undoubtedly
facilitate the growth of e-business sector in PdJawhich was shown in the
work. The analysis of the potential of availableaficial support related to
e-business projects and provided by the EU indicéit@t the entrepreneurs,
particularly those from micro and small enterprisegctor, had wide
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opportunities for applying for funds and assistafioen the EU. The financial
resources gave the profound possibilities for @néngeurs to invest in new
projects, its promotion, IT infrastructure and unfan capital. With the support
from the EU, the enterprises could improve the eoation with R&D centers,
create favorable conditions for the future develeptnwhat in a result increased
the competitiveness and innovation potential of Rlaéish enterprises from the
e-business sector. Those, which benefited from @Etdd, in majority increased
their turnover and attracted new clients. Moreovkey had opportunities to
create new sustainable jobs and could contributethte decrease of
unemployment. The EU funds provided Polish entmegues with the
opportunity to reduce the development disparitiglsvben regions in Poland and
to strengthen the economic and social cohesion. edewy there are some
limitations and difficulties in obtaining the EUrfds, which may slow down the
development of e-business sector in Poland inuhed, which was also shown
in the work. The procedures connected with applyorghe EU funds are still
too complicated. Moreover, there are no specifid aetailed information,
which very often impeded completion of the requitituments. It also may
discourage the potential future beneficiaries agllt in the resignation from
applying for the European support. The proceduressa difficult that the
potential beneficiaries of the EU funds usually éndg ask for help of some
other entities, including professionals, what gates higher costs. In many
cases, the cooperation with the Implementing mstib, so the Polish Agency
for the Enterprise Development (PARP) in the cdshe OP IE, was evaluated
negatively by the entrepreneurs, because it addilip impeded obtaining the
EU funds.

On the basis of the conducted survey it can beladad, that to enable
fast and efficient growth of the e-business sertdPoland, and also the better
utilization of the funds that are granted to oumrpy, there should be
introduced some improvements in the procedurepplyang for the EU funds.
First of all, it should be more entrepreneurs flign That is why it should be
connected with the reduction of unnecessary buraauc improvement of
cooperation with the Implementing Institution ameprovement of the flow of
information. Moreover, the Polish government shoslihsider the market
requirements and ensure possibility of obtainingdiifor a bigger group of
beneficiaries, as the amount of potential entreguwesy who would like to
benefit from the EU funds and have very innovatpreject increases still,
however, due to the limited resources their prgjegere not approved. So
finally, in order to facilitate the developmentealéctronic business in Poland in
a faster and more efficient way, the amount of fuigvoted to this sector
should be increased.
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Streszczenie

WPLYW FUNDUSZY UE NA ROZWOJ SEKTORA BIZNESU
ELEKTRONICZNEGO W POLSCE

W artykule zaprezentowana jest analiza wynikéw badmtyczcych wptywu
funduszy UE z Programu Operacyjnego Innowacyjna pGdarka, Dziatanie 8.2.
Wspieranie wdrzania elektronicznego biznesu typu B2B oraz Dzigt&l. Wspieranie
dziatalngici gospodarczej w dziedzinie gospodarki elektrorégav zakresie eUstug, na
rozw0j sektora biznesu elektronicznego w Polscestalip poruszone takie \ime
aspekty, jak innowacyjdé i konkurencyjné¢ ankietowanych przeddiiorstw oraz ich
wspoétpraca z Instytugj Wdraajgcq — PARP (Poska Agencja Rozwoju
Przedsgbiorczaici). W artykule zaprezentowano réwhievnioski z bada oraz
rekomendacje dotygze poprawy przysziej pracy Instytucji Webgce] i jej
wspotpracy z przedgiiorstwami
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