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Abstract

Research background: Logistics potential occupies one of the leadingitimss
among components defining economic situation inketarelation conditions.
Logistics potential estimation is one of the impalit sources for various hierar-
chical level logistics systems functional efficigrenhancement. This indication is
being successfully used already on state and rafjlewels, but its importance is
no lesser for separate enterprises.

Purpose of the article: The main purpose of the article is scientific $abdation
and development of unified method for logistics gmial index calculation for
logistics area enterprises.

Methods: The basis of author’s logistics potential estimatmethod for enterpris-
es consists of theoretical research methods, teaf@malization (for developing
logistics potential abstract mathematical modebhalgsis (separating logistics
potential into constituents for the purpose of tffemation and measuring partial
indicators / subindexes); synthesis (compilatiompviously separated parts into
the only whole for integral enterprise logisticdertial index definition).
Findings & Value added: A method including enterprise logistics potentralex
measurement was developed. Index consists of iwiggrouped into these five
groups: technic-technological, economical, ecolalgicompetency and quality.
Given method can be applied to any enterprise @iklizs area with partial revi-
sion or addition of indicators. Objectivity, meaeihitity, clarity and uniqueness of
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the indicators used are significant advantagehehtethod. Developed method of
logistics potential measurement for enterprise gji@a opportunity to assess the
real situation of the investigated enterprise aittd @nterprise to choose further
strategic direction. Respectively, a company canmrwore effective in achieving
expected market and economic outcomes. The metkisteece will be valuable
both for the logistics company and for partnergestors or competitors.

I ntroduction

High level of competition within all the areas afomomy of the world
demands a lot of effort for keeping market posifionenterprise, region or
a state in whole. The use of logistics expandbatsndaries each year, thus
the undeniable fact is that logistic driven manageims a key factor for
resolving macro, mezzo and micro level economyeissu

Logistic performance index (LPI) is being used acno level for dis-
covering possibilities and problems consideringidiig potential usage
worldwide. International logistic effectiveness @xdprovides qualitative
assessment of the country, based on surveys favdhd's largest logistics
companies. Resulting LPI index is a complex indicahcluding six lo-
gistic effectiveness key indicators: state of iafracture, efficiency of cus-
toms authorities, international transportation afgation quality, compe-
tence and quality of logistics services, goodskiray; and adherence to
delivery terms. This indicator is being used in t&bintries since 2007 and
it is the main indicator for assessing the logsstiotential of these coun-
tries.

Regions logistics potential is being considerednarzzo level. Evalua-
tion methods for this type of potential exist arebctibed by many scien-
tists. Positive results were provided by rangindighoVoivodeships by
evaluated logistics potential coefficient (Wagr2d16, 527 — 536 p.), lo-
gistics potential evaluation for some regions ofrditkke (Govorukha &
Kuchkova, 2018, 79-89 p.), regions logistics patdranalysis (Hrytsevych
& Senkiv, 2017, 81-86 p.). These research pro@esxtremely valuable
for regions development and contribute to regianahagement strategic
goals achievement.

It is necessary to concentrate great attentiorherpotential of individ-
ual enterprises forming a logistics area of thenbgu i.e. at the micro lev-
el, for providing effective logistics potential ggaindicators at macro and
mezzo levels. Logistics potential usage leads toeaing market success
for the enterprise (Matwiejczuk, 2011, 41-48 pntdeprise logistics poten-
tial essence and meaning researches are desanilmeany publications of
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modern scientists (Daugherty, Chen, Mattioda, Gra2@09, 1-18 p.;
Jedlinski, 2009, 1-7 p.; Latuszynska & Strulak-Wkigwicz, 2013, 103-
120 p.; Matwiejczuk, 2013, 265-275 p.).

Enterprise logistics potential should be evaludtedliscovering possi-
bilities and developing effective solutions andatggies for future devel-
opment. Today there is no uniform methodology beintyersal for logis-
tics area companies recognized. This is cause®imadaptation of a great
number of indicators in the conditions of the Ukiah economy and, as a
result, there is a complexity to fully reflect arstate of enterprises form-
ing logistics area. Logistics development aims ooviging progress in
balanced achievement of economical, ecological soaal goals (Delf-
mann et al., 2010, 57-63 p.). In this regard, rgitesises for in-depth en-
terprise’s potential research and unified methagiplaevelopment for
evaluating enterprise’s logistics potential as mpdrtant source for in-
creasing logistics systems functioning effectivanes different hierar-
chical levels.

Resear ch methodology

Enterprise logistics potential evaluation idea ¢en successfully imple-
mented in practice in case of developing appropriatthodical evaluation
tools. Among the variety of valuation indicatorshieh are being used
within many areas of scientific researches inclgdiagistics potential
evaluation for country and region, the use of théek method is quite
common. Its convincing advantages enabled autloopsdpose Enterprise
logistics potential indexig p) for evaluating logistics potential of an enter-
prise. Proposed methodical tools incorporate coxitgleevaluation con-
ciseness for indicators number, objectivity, claghd unambiguousness of
used indicators.

Expediency of indicators including within tligp system was substanti-
ated based on general characteristics of indicajoaditative analysis. In-
trinsic features, which should be reflected in tibmsnts oflg s, were de-
termined. Each component has a self-sufficientevébu individual aspects
analyzing, but their common, resultant characierisin be considered as
an integrated indicator for Enterprise logisticsgmtial evaluation.

Proposed indicators system of individual componeassthe compo-
nents themselves is open. Authors limited the nulogy with statistic
indicators only guided be a purpose to develop thoaw®logy having ac-
cessible and practical usage. Considering the letatd aim of enterprise’s
logistics potential analysis and awareness of icedidteria importance for
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logistics potential evaluation for enterprise, &se of providing appropriate
logical justification, the expansion & p is possible.

Results

Authors proposed a methodical approach for ensFgdngistics potential
evaluation, which involves the implementation afgf stages:

Stage 1. Influence indicators identification. Apprate indicators,
which has the biggest influence on logistics patérdf the logistics area
enterprise, should be selected. Developed methgdaises special type of
indicators — statistical. In our opinion, theseidators are the most benefi-
cial for logistics potential evaluation. Objectiveal, clear and common
indicators for logistics area companies were seteat the enterprises re-
porting data. These indicators include: revenuedgdpassengers) trans-
portation rates, cargo (passenger) turnover, coraparapital investment,
expanses, tariff index, goods (passengers) tratsmr on average per
day, average transportation distance for one togoofls (one passenger),
transportations intensity, warehouse capacity) tateber of rolling stock,
pollutants emission rates into atmospheric aimdgpart safety. Statistic
indicators providing a possibility to evaluate s area enterprises activ-
ity are taken from the site of annual reporting 8mida market partici-
pants. It is the most beneficial to evaluate indicahange dynamics, so
interested periods are defined (months, quarteasy— 2 and more). This
stage is the most crucial in terms of evaluatioocedure basis creation,
because the main set of indicators should fulfiiuenber of requirements,
including completeness, minimality and measurabég the basic ones.

Stage 2. Selected indicators grouping by definedpmments. This stage
suggests selected indicators grouping by predefilogistics potential
components. Considering logistics area companiesifggs and specific
data provided by statistics two groups of componeatn be highlighted
within integratedg, p index structure:

I group of components with prioritized value inchsd techno-
technological, economic and ecological componérgshno-technological
component reflects capacity of transport and warsbeystems. Economic
component defines effectiveness of enterprise ticgisctivity. Ecological
component reflects management aspects of enviranpreservation and
security.

Il group of supporting components includes compsteand quality.
“Competence” component reflects possibility of pdavg their own spe-
cialists for various level and profile infrastruawbjects, and a possibility
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to research and analyze logistic systems and @esgslaborate programs
for their development, what requires qualitativenagement personnel
professional training in logistics specifically. &ddition, this component
defines a level of logistics professional compeiEnasage and a degree of
their demand. “Quality” component reflects entespis policy considering
logistics services quality level.

Information technologies and systems componerse @nsidered im-
portant, but because of measurement complexity thighhelp of statistic
indicators for this component, it is not taken iatcount. Considering in-
dustry specifics, selected indicators were groupgdomponents for the
best logistics potential usage level reflectiont€al). Since each compo-
nent has a self-sufficient value for certain aspe€ig p analysis there is an
essential characteristic provided for them.

Stage 3. Partial indices estimation for each irtdicaf enterprise logis-
tics potential components. Third stage involvesidirig all the indicators
into a comparable form, because indicators fornangd observed totality
are heterogeneous and have different units of meamsunt, because they
are describing various logistics potential changsties. For partial indices
from the studied population estimation, the besievandicator is selected
and everyone else is compared with it. Partialdesliare calculated using
Excel tools for selected indicators. The followiiogmula was used to cal-
culate partial indices:

— Yij

X

I

I _ymax

Ymin
Xijz vij 2) (
where:

Y;; — indicator value (i — indicator component, j udt period),
Y max Ymin — benchmark (the best indicator value within thelied population).

Note that formula (1) is being used in case maxinwatoe is consid-
ered benchmark, formula (2) — minimum value.

Stage 4. Sub-indices evaluation for each logigim®ntial component.
This stage includes sub-indices calculation forhepatential component,
which is being determined as arithmetic mean fonmonents group:

_XXij
1= n

K

: )3
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where:

Xij — partial indices of the component (i — indicatoosnponent between 1 and 5,
— study period),

n — component indicators number.

It should be noted, that calculating sub-indexnalscator group average
authors are considering mentioned indicators eguadlighted. In some
cases, it is recommended to calculate weight adeffis, helping to range
indicators by importance. Such approach presuppiogesnation on the
gualitative side of the indicator preservation, depends greatly on the
expertise, making its practical usage complicated.

Stage 5. Integrated enterprise logistics potemtidéx evaluation. He
following formula is being used for logistics pot@hindex evaluation:

VK12 +(K2 )2 +(K3))2+(K4))2+(K5))2
|E|_p— 5 ’ (4)

where:
Ky — Ksj — sub-index values calculated by logistics pot¢rmibmponents (j — study
period).

The results obtained are summarized in the talabl€r2).

Stage 6. Logistics potential prospective usagedimetermination. This
stage is important, because conclusions on logigtitential usage limits
will be based on comparison of achieved resulth witaluated limits. The
following limits are defined through the expert bses: logistics potential
index between 0 and 0.4 values (e K 0.4) indicates low, between 0.5
and 0.7 (0.5 <glp < 0.7) — average and highy@ > 0.8) logistics potential
level. Calculated index is compared to definedtbn@nd a conclusion is
being made considering low, average or high levdbgistics potential.
Calculated indices lp; - I ps) are compared in dynamics and included in
determined limits to make a conclusion considetowy (0 < lgp < 0.4),
average (0.5 <lp < 0.7) or high @ > 0.8) degree of logistics potential.

Conclusions

Logistics potential index evaluation methodologpvides an opportunity
to assess the real state of the enterprise andyetdymamics for this indi-
cator. There is a possibility to determine compéniefemanding better
management, investment or any other changes inahiext of individual

components. In addition, the advantage of thisskigs potential evaluation
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methodology is in relatively small money and tineguirements (because
all the components are statistically measured asy ¢ be found). For
enterprise management the main advantage is weliated indicators,
which could be used as a basis for future developseategies, for deci-
sion making on the activities differentiation, s®rvices portfolio changes,
for investment attraction requirements, for tamitrease / decrease possi-
bilities, for rolling stock acquisition / deliverfor outsourcings and for
many other strategic decisions.

Enterprise logistics potential indexes evaluatddgiproposed method-
ology are important analytical and informational temels for logistics
market research and analysis in whole or by sepasgments. Strategic
competitor groups can be formed, key factors facess in one or another
logistics market segment can be determinedchylével and its compo-
nents. Competitiveness of the enterprise can beunea based on the in-
tegrated d,p, and kp components can be used to assess competitive vul-
nerabilities. ¢ » can be used as a basis for logistics operatargrhatild-
ing, which unlike the existing ones characterizgdomly one indicator
(revenue or cargo turnover) is more complex andtegeintegral multidi-
mensional logistics market picture.
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Annex

Table 1. Indicators for logistics potential evaluation fogistics area enterprises

Log|st[cs . . Component essential
potential Indicators Unit of measur ement .
characteristic
component
Cargo (passengers) thousand tons Defines the capacity of
transportation on average (thousand passengers) existing infrastructure
per day objects, mainly for
Technic-  Average transportation kilometers transportation and
Technolo distance for one ton of warehouse systems
gical K1) goods (one passenger)
million ton-kilometer
Transportation intensity for 1 kilometer of road
length
Warehouse capacity units’m
= Total number of rolling units
[ stock
© Economi Revenue billion UA Defines enterprise logistics
& calK) Cargo (passengers) million tons (million activity performance
S transportation passengers)
a Cargo (passenger) turnover  billion ton-kilometers
(billion passengers)
Enterprise capital million UAH
investments
Expanses billion UN
Tariff Index % in relation to
previous year
Ecologic Pollutants emission ratesthousand tons Defines management
al (Ks) into atmospheric air aspects for environment
Transport safety (transport units preservation and safety
events)
Total number of employees thousand persons Defines  possibility  of
Compete involved providing their own
nce (K)  Employees number having persons specialists of various level
higher education diploma and profile for
for logistics speciality or infrastructure objects, and
certified according to a possibility to research
g international standards and analyze logistic
o (e.g. ELA). systems and processes,
g elaborate programs for
5 Employees number having persons their  development.  In
g advanced training courses addition, this component
A in logistics passed defines a level of logistics
professional competencies
usage and a degree of their
demand
Quality  On-time % Defines enterprise policy
(Ks) In-full % regarding the quality of
Error-free % logistics services

*Prioritized value components group is obligatooy €alculation and statistically measured.
Supporting effect indicators are taken from enisgpinternal reporting.

Source: author’s own elaboration.



Table 2. Enterprise logistics potential index summary caltioh table

Indicators Period
1 2 3 4 5 6
Technic-technological component:

gﬁg\?eggszs;enrggg) transportation Xy X1 X3 X4 Xus X1
Average transportation distance

for one ton of goods (one X X2 Xo3 Xoa Xos X6
passenger)

Transportation intensity X1 X3z Xa3 Xas Xss X6
Warehouse capacity Xa1 Xaz Xa3 Xaaq Xas Xae
Total number of rolling stock Xs1 Xs; Xsa Xs4 Xss Xse
Technic-technological K Ku» Kis Kue Kis Kis

component sub-index

Other components and sub-indexes are similar

Enterprise logistics potential
index

lELP1

leLp2

leLps

lELPa

IeLps

IeLps

Source: author’s own elaboration.
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Abstract

Research background:The juxtaposition of war and peace can help to stded
the differences in managing a company's reputdtianaintain its stability and to
overcome a reputation crisis. Consistent and tieséetl procedures (such as CSR)
underpin system stability, while anti-crisis me@&surequire new innovative solu-
tions from reputation management, but it shoulddréied in practice.

Purpose of the article:This research is aimed at studying how the follgntimree
factors influence reputational stability and antsis sustainability: innovative
approach, media activity and corporate social nesipdity.

Methods: The indicators of innovative approach, media #@gtivcorporate social
responsibility, reputational stability and antisisi sustainability were collected
through an online survey. A sample of 315 compamias formed by selecting
(according to content analysis) the largest congsanmiost frequently mentioned in
the media, each of which was assessed by at lgasinfiustry experts. Structural
Equation Modeling (SEM) along with the maximum likeod estimation method
were used to study the relationships between tbgealmdicators according to the
purpose of the research.

Findings & Value added: The research results reveal: 1) a significantetation
between CSR and reputational stability; 2) innoxetpproach and media activity
are the most significant variables that ensure-@igtis sustainability; 3) CSR is
less important in terms of ensuring anti-crisistaumsbility than for maintaining
reputational stability; 4) anti-crisis sustainalyilis much more dependent on media
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activity than reputational stability; 5) reputat@rstability positively depends on
anti-crisis sustainability. Thanks to a better ustending of innovative approach,
media activity and corporate social responsibildgmpany management can use
the research results to enhance the efficiencemitation management and differ-
entiate approaches in crisis and stability.

Introduction

The difference between war and peace can help deratand the differ-
ences in managing a company's reputation in tefrts stability compared
to a reputation crisis. The system still deploys $hme resources, i.e. time,
people, money and material factors. It appearsthigatjuestion concerns a
different approach to the use of factors: somehefrt serve to maintain
peace and prevent war, while others are aimedratimg and restoring the
system balance.

The above analogy of war and peace can help torsiadel the differ-
ences in managing a company's reputation in tefrits stability compared
to a reputation crisis. Consistent and time-tegtededures underpin sys-
tem stability. Nevertheless, anti-crisis measumeguire new innovative
solutions from reputation management. Interactidgtih wompany's stake-
holders is absolutely necessary to overcome tlséscthe rate of spreading
dangerous rumors and scandals in the media is igbler than the rate of
spreading positive information. It can be assurhetl $pecific critical repu-
tation management practices, such as CSR, will iremmachanged in the
event of crises and balance the system.

This research is mainly aimed at testing hypothebesit how the fol-
lowing three factors influence reputational stépiind anti-crisis sustaina-
bility: innovative approach, media activity and porate social responsibil-
ity (CSR).

The analysis is based on data collected duringhseglamong experts
within the context of the National Ukrainian RatiofyCorporate Reputa-
tion Management "Reputation ACTIVists". This surwegs conducted in
February and March 2019. 110 industry experts asdesompany reputa-
tion management. To obtain relevant expert opinierperts were asked to
fill out an online questionnaire (Table 1 and alswailable at
http://repactiv.com.ua/ru after authorization opests). Structural equation
modeling was performed based on information recefvem 315 compa-
nies.

Summarizing the above, we suggested that antscsigstainability is
more dependent on innovative approach and medigtgctand CSR is
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equally important for maintaining reputational dfigp and overcoming
reputation crises according to literary analysise Thext section explains
the data collection procedures and methodology tseghalyze data, as
well as discusses and summarizes the results.

Research methodology

In order to study how innovative approach, mediavilg and corporate
social responsibility influence reputational stapibnd anti-crisis sustaina-
bility, we collected data during an online surveyaag experts within the
framework of the National Ukrainian Rating of Corgi® Reputation Man-
agement "Reputation ACTIVists," the methodologywdfich was devel-
oped by Olena Derevianko, the author of this agticl

The rating algorithm is an expert questionnairdirigecriteria are based
on a reputation management model (developed bgutieor and published
earlier (Derevianko, 2014). Each criterion is deposed as a set of rating
indicators and functions on a scale from 0 to 1@s(the distance between
points). All indicators have the same significantke questionnaire con-
sisted of five parts, including Innovative Approadhedia Activity, CSR,
Anti-Crisis Sustainability and Reputational Stalili

Using the questionnaire (see Table 1), which wasgabon the Internet,
we examined the reputation management practicerapanies. Moreover,
the total score of each company for each assessmtarton was calculat-
ed as the sum of five indicators representing tdieensions of the reputa-
tion management system (see Table 1).

Experts were only external to nominal companiesional competent
media experts; independent industry experts; reptatives of consulting
companies; investment analysts; representativesdabtry and profession-
al public organizations that unite participantsetvant markets. The list
of experts is available to the public at http:/Aetiv.com.ua/en/experts.

The sample of companies is representative, whichrigirmed by three
sampling stages: 1) sampling of the companies fnegtiently mentioned
in the media based on content analysis; 2) samfiiamg the previous sam-
ple of large companies based on the net profiergait 3) sampling of only
those companies that were assessed by at leasxjpezts (from the previ-
ous sample).

This three-stage sampling procedure enabled uscesfon the subse-
guent econometric analysis of companies that atieatrto the economy of
Ukraine and are widely known and mentioned in tleelim, as well as have
a fairly transparent and understandable reputatimhmanagement system.
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At the next stage, our researches and hypothesesinterpreted as a
structural model (Fig. 1) using the IBM statistiealalysis software (SPSS)
25.0 and the Analysis of Moment Structure (AMOS)018oftware by
IBM.

Structural Equation Modeling (SEM) is a methodolatpsigned to test
a large number of parallel hypotheses about caffiseterelationships,
which is especially efficient for correlated daRiggs & Lalonde, 2017).
SEM is a method that was originally developed feg in the social scienc-
es, in particular for processing research dataimdadafrom questionnaires
(Spearman, 1904). Subsequently, Sewall Wright, déeeloper of SEM
used by us, (Pearl & Mackenzie, 2018) showed hompls path analysis
diagrams can be used to graphically represent hosvvariable defines
another. Using the maximum likelihood method in SEMWS us to effi-
ciently use the available information to fill inetlyaps in the values of vari-
ables when building correlation models (Gold et 2003). Therefore, the
SEM method, path analysis model and maximum likelth method, in
particular, are best suited for the purposes ofresearch, which include
the analysis of complex cause-effect relationsbifféve variables: Innova-
tive Approach, Media Activity, CSR, Anti-Crisis ®iifity and Reputational
Stability.

Reliability was analyzed according to the interoahsistency (see Ta-
bles 2 and 3 for Cronbach's alpha values). Desljability was confirmed
by confirmatory factor analysis: it was confirmduht the obtained values
were significant. Since the chi-square estimatibmodel fit is sensitive to
the large sample size (Schumacker & Lomax, 2018)implemented other
highly recommended model selection measures (BR0&3), such as the
chi-square mean to degree of freedom (CMIN/DF), parative fit index
(CFI), normed fit index (NFI), Tucker-Lewis indeXL(l), root mean square
error of approximation (RMSEA) for model assessméntborder to show
the model fit, CMIN/DF should be less than 2.00)] @&d TLI should be
more than 0.90, while RMSEA should be less thaB (Byrne, 2013).

Using the above criteria allows us to prove thatrdsulting model has
sufficient internal consistency, reliability andgss of model fit, which
makes it possible to use it in practice in ordeexplain the influence of
innovative approach, media activity and corporateiad responsibility on
reputational stability and anti-crisis sustainapili

From this perspective, the following hypothesesiatended to assess
how innovative approach, media activity and CSRuartice reputational
stability and anti-crisis sustainability:
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To achieve the purposes of the research, the follplwypotheses are
proposed:

H1: Anti-crisis sustainability requires a higher level of innovative approach
than is necessary to maintain reputational stability.

H2: Anti-crisis sustainability requires a higher level of media activity than
iS necessary to ensure reputational stability.

H3: Corporate social responsibility is equally positively associated with
reputational stability and anti-crisis sustainability.

H4: Anti-crisis sustainability positively influences reputational stability.

Results

The analysis data on how the above factors infleemti-crisis sustainabil-
ity proved that innovative approach and media #dygtare the most signifi-
cant variables. The analysis data on how mediaigctnd CSR influence
reputational stability proved that CSR is the nghificant variable.

Converged validation results are acceptable. Adogrb Taber (2017),
alpha values were described as excellent (0.93)0s&ng (0.91-0.93),
reliable (0.84-0.90): all Cronbach's alpha valuesraliable in the model
(Tables 3 and 4).

Descriptive statistics of the 5 analyzed varialales presented in Table
3. On average, reputational stability was highanthnti-crisis sustainabil-
ity. We also see that innovation activity is thestngolatile variable (see
Standard Deviation, Table 3), and CSR, by contiiasthe least volatile
variable among sampled companies.

The initial data sampling from 315 companies regglinormalization to
apply the most reliable modeling method, i.e. maximiikelihood method.
Final sample size = 301 (Table 4). c.r. = 3.802 ithaignificantly less than
5 and indicates the normality of data distributiBreviously, 14 companies
(which are not industry leaders but rather littteown and therefore re-
ceived strange expert evaluations) or 4.4% of thial sample were ex-
cluded from the analyzed sample, which increasedntbrmality of data
distribution. Therefore, the assumption of the mirtensional normality
of variables is not violated: the chosen evaluatizethod is correct. The
asymmetry and kurtosis values for each variableabs@ insignificant (Ta-
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ble 4). All this indicates the normality of samlistribution and suitability
of data for subsequent analysis.

Given that the CFl exceeds 0.95, CMIN/DF is <2, BBASamounts to
<0.05, and even though the statistical significanicehi-square (p value)
does not meet the criterion <0.05, the model candmsidered confirmed
empirically. The large sample size (N/T>10) alsoves that the model is
reliable.

Regression weights and their statistical signifeeaare shown in Table
5. All model parameters are statistically significaas evidenced by the
estimated regression weights proving that the misdegquential.

The resulting model is reliable: the model as aleexplains 92% of
the reputational stability variance and 95% of éimi-crisis sustainability
variance (Fig. 3).

Below are explanations of hypothesis testing result

During the analysis, it became necessary to cothectinitial H1 hy-
pothesis. "Innovative Approach that Influences Rafonal Stability" as
statistically unreliable was excluded from the mog®e Table 3). This
necessitated to adjust the hypothesis model in ANiKd&pare Figs. 1 and
2) and did not allow us to compare the influencéhefinnovative factor in
two cases: reputational stability and anti-crisistainability. However, the
resulting model indicates that innovative approachn important factor to
anti-crisis sustainability (0.42 regression weigigte Fig. 3).

Hypothesis H2: It is confirmed that a higher lewélmedia activity is
required to ensure anti-crisis sustainability tiflanecessary to ensure repu-
tational stability. Media activity is much more ionpant to overcoming the
crisis and ensuring anti-crisis sustainability tHan maintaining reputa-
tional stability: the ratio is more than doubledhe first case (Fig. 3).

Hypothesis H3: It is disproved that corporate dooEsponsibility is
equally strongly positively correlated with repigaal stability and anti-
crisis sustainability. The anti-crisis reputatioamagement system does not
require CSR, but reputational stability at the leet0.55 is ensured by
corporate social responsibility (Fig. 3).

Hypothesis H4: It is confirmed that reputationalbdlity positively de-
pends on anti-crisis sustainability. Accordinghe ainalysis data, anti-crisis
sustainability at the level of 0.25 ensures reponat stability (see. Fig. 3).

Conclusions

The research results reveal: 1) a significant taticen between CSR and
reputational stability; 2) innovative approach amddia activity are the
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most significant variables that ensure anti-cr@istainability; 3) CSR is
less important in terms of ensuring anti-crisistasbility than for main-
taining reputational stability; 4) anti-crisis sais@ability is much more de-
pendent on media activity than reputational stighib) reputational stabil-
ity positively depends on anti-crisis sustainapilit

Based on empirical data and structural modelinghous, we obtained
the following results that allow us to recommend tise of CSR to main-
tain reputational stability, but management shayilé preference to inno-
vations and expand media activity when in crisis.

The research used a limited sample of large corapd8il5 companies
in total), which limits the consolidation of resulior other market partici-
pants, e.g. small and medium business.
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Annex

Table 1. National Ukrainian Rating of Corporate Reputationarfdgement
"Reputation ACTIVists": Questionnaire (Expert Evalions on a Scale of 0 to 10

Points)
Innovative Media CSR Image Anti-Crisis Reputational
Approach Activity Capital Sustainability Stability

Assess the level Assess the PR-
of PR service's service's readiness to provide the public

Does the company

Is there a "real"
PR-service in the

Do you think (basing on
information in the media space

creativity (or its communicate with enough or any other information you  company?
separate (personally — information on the have access to) that the (assessed by
experts) assessed by media projects of company has an integral and  presence of a
experts), in the form corporate social quickly tailored to a particular  professional PR-
of messages regularlyresponsibility situation STRATEGY of tram)
addressed at (CSR) that are reacting to reputation crises? If
stakeholders (by non- being realized? your answer is yes, assess this
media experts) strategy on a scale of 0 to 10
points
How many Assess information  Are the projects Do you think that the company Does the

interesting and
innovative PR-
or marketing
projects of the
company have
you heard of?

value of press
releases, official
information in social
networks

that the company
claims to be CSR
projects useful for
the society and/or
target groups of
stakeholders?

has anti-crisis PR TOOLS? company

If your answer is yes, assess thisegularly perform
skill on a scale of 0 to 10 points.PR activities that
(If you did not have an are clear to
opportunity to make sure of thatexperts?

leave the slot empty)

Is the presence
in social
Internet
networks and
other digital-
variants of

Assess the efficiency

at neutralizing the
media's negative
information about it.

If an expert does not
know about any facts

Does the company
treat its employees,
consumers and
business partners
with social
responsibility?

Can you say about the companyls there an

that it QUICKLY recovered its objective basis
reputation losses? If your for reputational
answer is yes, assess the stability (product
efficiency of anti-crisis activities quality, unique
on a scale of 0 to 10 points. product offer,

communication of any risk arising, a innovative
visible? point is not given (an technologies,
empty slot of the etc.)?
table).
Can you say Assess visibility and Are CSR projects Do you think that CRISIS has Is there a
that target image of the implemented by the ENHANCED the company's constant strong

audiences who
the company's

company’s speakers

company perceived
by its target

REPUTATION? support from the
If your answer is yes, assess it company?*

PR innovations audiences on a scale of 0 to 10 points

you know about positively?

are aimed at

reacting to them

in a positive

way?

An expert's An expert's An expert's Do you think that the company An expert's
subjective subjective opinion:  subjective opinion: experienced a positive subjective
opinion: do the efforts made do you think CSR  FINANCIAL EFFECT due to  opinion:

do PR by the company in  projects application of anti-crisis PR do the company's
innovations the media field have implemented by the tools? efforts to manage

applied by the
company have
any positive
effect?

any positive effect?

company guarantee If your answer is yes, assess it reputation

reputation capital
growth?

on a scale of 0 to 10 points. (If have any positive
you did not have an opportunity effect?

to make sure of that, leave the

slot empty)

* "A constant strong support" means a generallyitiwesperception of a company by its
target audiences, it is not subject to seriouddlations during a long period of time

Source: Developed by author



Table 2.Reliability Statistics: Cronbach's Alpha
Cronbach's Alpha Cronbach's Alpha Based on Standardized Item: N of ltems
Evaluation 984 .984 5

Table 3. Descriptive Statistics on Online Survey Results

Number of Std. Cronbach's Alpha
Variable Companies Minimum Maximum Mean Deviation if tem Deleted
RStability 315 3.0000 50.0000 35.19494( 8.6009650 .981
CSR 315 4.0000 50.0000 33.54351! 8.5473079 .981
Media 315 8.0000 50.0000 34.16002¢ 8.6783844 .979
Innov 315 7.5000 50.0000 32.47243 9.0839716 .978
RCrisis 315 7.5000 50.0000 32.77355" 8.7347596 .980

Valid N (listwise) 315

Table 4. Assessment of normality after normalization of da¢a sample*

Variable min max skew c.r. kurtosis c.r.

CSR 9.000 50.000 -.487 -3.448 .008 .028

Innov 7.500 50.000 -.406 -2.877 -.155 -.550
Media 8.000 50.000 -.611 -4.331 .001 .004

RCrisis 7500 50.000 -483 -3.421 -.156 -.551
RStability 7.500 50.000 -.702 -4.970 322 1.140
Multivariate 3.667 3.802

*Sample size = 301. c.r. = 3.802 that is signifibafess than 5 and indicates the normality
of data distribution. Previously, 14 companies @hhare not industry leaders but rather
little known and therefore received strange expealuations) or 4.4% of the initial sample
were excluded from the analyzed sample, which as=d the normality of data distribution.

Table 5.Regression Weights (Default model): After Model @ations

Parameters Estimate S.E. C.R. P Label
RCrisis  <--- Innov .406 .049  8.349 Fkk par_4
RCrisis  <--- Media 415 .046 9.072 Fokk par_5
RCrisis  <-- CSR .148 .045  3.270 .001 par_7
RStability <--- CSR .543 .051  10.640  *** par_6
RStability <--- Media 178 .060 2.968 .003 par_8
RStability <--- RCrisis 241 .062  3.861 Fkk par_9

*Chi-square = ,390. Degrees of Freedom = 1. Prdibabevel = ,532
The model is recursive. All parameters are statilii reliable — more or about ,001.



Figure 1. Research Hypotheses Formulated in AMOS Structurath) Model
Format

Source: Proprietary (Based on IBM SPSS Statistic8 @ith AMOS 18.0).

Figure 2. Research Hypotheses After Model Corrections in thmtlaAMOS
Structural (Path) Model Format*

Previous Model Corrections: Sample Normalizatiod Brcluding of "RStability<---Innov"
Source: Proprietary (Based on IBM SPSS Statistic8 @ith AMOS 18.0).



Figure 3. Standardized Model

[ |

Source: Proprietary (Based on IBM SPSS Statistic8 @ith AMOS 18.0).
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Abstract

Research background:Sustainable development of social enterprises (SEs)
pends essentially on mobilising human capital udirig volunteer work.

Purpose of the article:To determine success factors of SEs dependenblon-v
teer work. As SEs are at a nascent stage of dawelof the article analyses the
conditions shaping volunteering in organisationPaflish Scouting and Guiding
Association (ZHP). ZHP was selected as the sulbjectsearch due to the maturity
and durability of this organization and its simiato SEs (non-profit orientation,
volunteer work).

Methods: Within the framework of the study a survey cover@regiments from
Wielkopolska ZHP (70% of field offices) was colledt Based on these results
recommendations for SEs focused on sustainablelajevent with the use of
volunteering had been formulated.

Findings & Value added: Within the framework of human capital of non-ptofi
organizations (NPOSs) it is essential to improve iigtivation, involvement and
retention of volunteers. The empowerment of volargeand the possibility to
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pursue individual interests and passions withinlesarty communicated mission
and vision of the organization are most importardcess factors for all types of
NPOs.

Introduction

The hybrid nature of social enterprises (SEs) caesicommercial and
social activities. This duality raises a lot of towersy related to mission
drift. When organizations seek different and catittory goals or try to
meet the inconsistent requirements of many staklehnslthere might arise
some tensions.

Volunteers are an important stakeholder group &g & well as for the
non-profit sector in general. While paid employeas be driven by the
market, motivations of volunteers are the drivingc€ behind social activi-
ties contributing to sustainable development of &% non-profit organi-
zations (NPOs). Research on volunteers and voltdsteausually focuses
on antecedents to volunteering as well as on owsdior volunteers (Ro-
gelberg et al., 2010). But the volunteer naturevofk also challenges the
traditional ways of team management based on adnahlabor/pay ex-
change (Walk et al., 2018). In nonprofit- or soeiark settings where for-
mal power execution is not often, the relationgha team are more deli-
cate.

Meanwhile, short-term or episodic volunteering agsted with volun-
teer dissatisfaction and lack of engagement pubrastant pressure on
NPOs and SEs. Volunteer replacement costs timenaky, since new
volunteers require organizational onboarding tofquer their tasks well.
Therefore, in our research we address the questidret are the most im-
portant volunteer team management practices helpinngtain volunteers
and how does the volunteer retention affect thamigation’s performance.

We begin this article with a brief look on the demities between the
SEs and NPOs in terms of volunteer work dependanckewe articulate
why it can be beneficial for SEs to use the lesdeamed by established
NPOs, like ZHP (Polish Scouting and Guiding Asstoid. Next, we pro-
pose a brief literature review on volunteerism #relmethodology section,
where we describe our empirical research procedunelly, the empirical
results are presented and discussed.
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Literature review

SEs are oriented towards activities that are dgaieeful. This applies to
both projects related to the supply of public anchmunal goods and ser-
vices, as well as activities for the integrationl attivation of socially ex-
cluded people, reduction of poverty, inequalitymetessness and unem-
ployment.

The complexity of SEs expressing a different idgntjoals, logic and
practice of operation creates particular diffieedtifor the leaders of these
organizations. They arise from the tensions creatbdn organizations
seek different and contradictory goals or try toetmi@consistent require-
ments of many stakeholders what results in a misditit (Smith & Lewis
2011). Therefore SEs are a classic example of thydyganizations (Wilson
& Post, 2013).

Tensions occurring when organizations attempt tepka balance be-
tween pursuing commercial and social objectivesbmmterpreted on the
basis of financial and human resources necessatiidcsustainable devel-
opment of SEs. Despite the fact that the econoiniatfon of SEs is better
than NPOs that do not conduct economic activitgythre entities with
limited financial and human resources. They alseeHdtle possibility of
employing qualified employees. Therefore, SEs oftea non-paid incen-
tives to motivate their staff and at least pardly on volunteer work.

Volunteering can be defined as a gift of time aadubl freely donated to
an organization that has the aim of benefiting peap achieving other
widely recognizable goals (Cnaan et al., 1996, p365). In conse-
guence, volunteers usually do not have any con@habligation to the
organization and do not get any pay (Walk et @13).

Literature explains volunteer motivation as oftexsariated with altru-
ism and pro social attitude, but intrinsic motieatiis represented by a
group of factors derived also from the nature @famization, its manage-
ment and culture. This goes in line with the PefSamironment mode.
This model consists of work, mission and strategygliance, and compli-
ance with a group of colleagues and superiors. ange is here recog-
nised as a main factor of volunteer motivation upport organization. It
implicates that work and environment compliance loarachieved by get-
ting volunteers, with a high prosocial attitude amdfurther developing
them in the organization. Compliance is achievee@mtiolunteer and or-
ganization share similar goals and values. Morgowfien creative ap-
proach to task that enables development a senssmefflness, possibility of
self-fulfilment and friendly professional relatidnp. Therefore, the volun-
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teer engagement has to be interpreted not onlyoals, Wwut also as a form
of leisure (Brown, Zahrly, 1989).

A separate issue linked to volunteer satisfactiohaw to retain volun-
teers. Although scant, the existing publicationalidg with these issues
indicate that the volunteer turnover and engagermsnindeed influenced
by non-wage motivators as praise, commendatiorarambment, appropri-
ate technical working conditions. Moreover, theg arfunction of personal
identification with the organization and trustyatbnships with their lead-
ers and in within the team (Tidwel, 2005). Thesktienships and the
sense of personal identification can be developadlis to communication
that contributes to integrity of organization’s tpand activities, mutual
feedback, inclusion, recognition.

Volunteers have to be confident their organizatonld carry out its
mission and need to understand, both on cognitideeanotional level, that
their work is contributing to the mission and goafithe organization. The
sense of mission can be increased when managers coakistent refer-
ences to the purpose the organization serves sadgbmplishments, while
working to improve personal relationships. (Tidwd05). This requires an
individual approach, listening and feedback skiflsgoing interactions, as
well as written policies and job descriptions (Ba2@l11).

A series of positive events and interactions addsntinclusive organi-
zational culture, which relies on respect and egoatributions of all em-
ployees, management and volunteers. The senselasion is a process,
where an individual achieves a ‘positive sociahiitg’ by assimilating the
‘collective enhancing’ as ‘self-enhancing’ (TidweR005, p.451). There-
fore, not only direct relations between the leaaledt the volunteer are im-
portant, but also the climate among the membetheoteam (Walk et al.,
2018).

The inclusiveness is also intertwined with the woder recognition.
Rewarding volunteers for their merits and time a$ mecessarily achieved
through tangible personal benefits, because itradittts the very sense of
volunteerism. However, acknowledgements, symbaokliards and badges
and a simple “thank you” can all foster positiveatienships between vol-
unteers and the organization (Walk et al., 2018).

Clearly, the NPOs and SEs need to provide suffigiesources for their
volunteers like information, funds and training.tBa feel their work as
purposeful and important, leaders must also crefféetive communication
channels and a supportive social network. In theteroporary body of
research on volunteering trust, commitment, inclsirecognition and
volunteer satisfaction are proposed as antecedentglunteer retention
and overall organization performance. However, ¢hepirical evidence

42



Proceedings of the 18 International Conference on Applied Economics
Contemporary Issues in Economy: Entrepreneurship ad Management

linking the degree of organization’s success irivdehg services to its
beneficiaries and volunteer retention as well akirig volunteer retention
with concrete managerial activities is missing.

Research methodology

To ground our empirical research in an establishedry and to look for
useful inspirations in preparing the research gomsaire, we looked for a
motivation model, which covers the intrinsic motiea of volunteers.
Such an approach has been presented by J.R. Haekrda®.R. Oldham in
H-O model. Concept combines elements of contentpancdess theories of
motivation and endorse four components of motivatactors: job motiva-
tion potential, context-sensitive satisfaction, lffications, an individual
desire to development (Hackman & Oldham, 1976 2pp-279).

Our sample consists of instructors who commandw2®b40 regiments
(sub-regional scouts’ teams) in Wielkopolska antuskie region. Thanks
to the courtesy of the regional commandant, thespandents were asked
during a regional conference to fill-in a printedegtionnaire concerning
the last 3 years of their work. The questionnawmengrises of 269 items
grouped in 33 sections dealing several topics dioly the volunteering
work, the permanent team management, the extaialatolders manage-
ment and the financial management including thefiifld raising.

For the reasons of brevity and in order to achiéeeaim of this article
in a most effective way, we concentrate only onrdsellts, which deal new
volunteers’ attraction, volunteers’ retention, naation for taking the vol-
unteering work, volunteers’ engagement, volunterason for leaving and
overall volunteer team management. The respondesris asked to rate to
what extend the description in every question nedc¢he situation in their
respective sub-regional teams. We implied a 0-l#lesovhere ‘10'/'1’
meant “the description is totally adequate/inadégjta the situation in my
team”, while ‘0’ could be used if the respondensweat sure what to an-
swer.

We assumed that the 9-10 answers are significegtylikely to be bi-
ased as they clearly present the positive ‘extrefassociated with easily
understandable 90% - 100% rates), while 7-8 ratik®&er much comfort
for the respondents wanting to view themselves frogitive way, even if
they know their reality is not perfect. Consequgntinly scouting teams
with at least one performance metric reported amleip 9 or higher were
qualified for detailed examination (see Table Ictisea B). In turn, our
analysis of the volunteering work in these highfgrening companies con-
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centrates on the most essential issues, which aleoerated as equal to 9 or
higher (see Table 1, section A).

Results and discussion

Table 1 presents the digest of the questions dguwlith the volunteer team
management that were in average rated 9 or higheub-team scouting
instructors. They deal with volunteer retention,tiration for taking the
volunteer work and with the overall volunteer teganagement.

What these results reveal can be categorized itypes of inferences.
First, high motivation of volunteers in four anadgsgroups is represented
first and foremost by self-actualisation of intésegnd passions. Moreover,
internal potential was slightly above rated tham tontext satisfaction.
View of the motivation factors enables separatdugtmn and comparison
of 4 groups.

The effectiveness in inducing high motivation wasessed by comparing
the ratings of motivation factors with the asses#méincrease in number
of volunteers. For Groups 1, 3 and 4 there is d kirrule. In these organi-
zations, the higher the rating of intrinsic motigatthe higher evaluation of
volunteers’ growth, taking into account that itcatlepends on the individ-
ual volunteer predisposition. A comparison for eatgroup shows a cer-
tain regularity, that means that volunteering depslin these organizations
where manager activity creates conditions to enggteong internal moti-
vation of volunteers.

Second, the distinguishing managerial activitieiclv characterize the
leaders of high-performing organizations in terrhgaunteer management
are based on a few relatively unsophisticated,imgbrtant rules. In ac-
cordance with the analysed literature we foundeimpirical evidence that
the true leadership is about creating the workimgrenment:

- purposeful (by constantly fostering the goals amel idlentity of their
organization),

- friendly (by taking care of relationships amongnemembers),

— interesting (by fighting the dullness of simplekt&glfilment),

— challenging (by empowering people).

Third, it looks that although the ultimate goal@MNPO is to provide
help for the society i.a. by offering assistancégdlirect beneficiaries, its
social impact on volunteers has to be equally pasitAccording to a re-
cent American Red Cross study, also in high perlifagnorganizations
(here i.a. in terms of helping the victims of natuwatastrophes) the volun-
teer experiences can be poor (e.g. in terms ofepiwres that get in the way

44



Proceedings of the 18 International Conference on Applied Economics
Contemporary Issues in Economy: Entrepreneurship ad Management

of helping) and cause especially long-term volurgge quit (Smith &
Grove, 2017). Our findings also show that high lefecurrent beneficiar-
ies’ satisfaction alone, does not allow to expéeit tthe organization is
flourishing (see Group 3). Moreover, it seems tbkinteer satisfaction is
more important than the beneficiaries’ satisfactjoompare Group 2 and
Group 3) in that sense that it precedes the latterto much higher extend
than the other way. Ultimately, a sustainable ghooift an organization is
only possible when the needs of the stakeholdenpg@re balanced and
when the management takes up an authentic leagarslei It allows to
avoid tensions between pursuing their social miss@nd meeting the de-
mands of a market economy which are experiencebP®s, especially
acting as SEs.

Conclusions

The essence of functioning of SEs is the effeciseomplishment of busi-
ness and social activities in the implementationthair mission related
work. The increase in the number of beneficiargea tangible social im-
pact of the SEs. In turn, the influence of SEs awisg urgent social prob-
lems would not be possible without the participatid properly motivated

and satisfied, long-term volunteers. While paidfssacommonly market

driven, volunteer motivations are social missioivetn. Therefore, it is an
essential task in the competence of SEs' leadesgdial tensions between
SEs stakeholders.

Our research refers to the body of knowledge onnteer work where
it is still in a nascent state. We have operatiardl the leadership skills
that were previously anticipated in the literatuwr¢he form of only several,
empirically tested tasks, which a true volunteeemted leader has to ab-
solve. Such ‘zoom-in’ approach enables the leadé!iSEs and NPOs to
concentrate on the most essential practices anuaphe performance of
their organization. Further on, the coincidenceveen mastering these key
tasks and volunteer retention and the succes®drtfanization in terms of
beneficiaries’ satisfaction and outreach emphdsisrieed to balance the
internal and external priorities of the organizatio

The limitation of this research is its relativelpall scale and focus on
scouting organisation only. Further research shindtlde more types of
NPOs to prove a wider applicability of proposediiigs. Another limita-
tion is the fact that due to scarce number of ssgfodly operating long-
lived SEs, the research assumes similarities betwee SEs and NPOs in
volunteer team management. Although this assumjiomot grounded in
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the literature, it should be also tested with aggtion of a longitudinal case
study.
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Abstract

Research background:Traditional forms of innovation (such as produahqess
etc.) seem to be obsolete. That is why companiedrging to develop new ways
of obtaining competitive advantage. Helpful in thigtter are business model in-
novation.

Purpose of the article: Purpose of performed study is to assess the fobeis-
ness model innovation in the process of compangi&bpment.

Methods: For the purpose of the study an extensive liteeatinalysis was per-
formed.

Findings & Value added Results of performed analysis is an up-to-date ofa
relationships existing between different reseahgmtes referring to business mod-
el innovation and company’s development.

Introduction

Although lately business model innovation caugbtdttention of research-
ers as well as representatives of business pratdisapact on the compa-
ny remains vague. In light of the identified resbagap the aim of this
paper was to identify the role of business modeb¥ation for company’s
development. In order to achieve the aim of theepam extensive litera-
ture review was performed.
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Literature review

Many authors considers the phenomenon of businesieinnnovation as
still unexplored. According to Schneider & Spie013) the concept re-
mains vague and practitioners seek guidance in rtfdtter. Guo et al.
(2013) believes that scholars need to take gresferts to advance re-
search in this area. Breuer & Lideke-Freund (2@l<l) mention that the
problem-solving potential of business model innmrais still unexplored.
Additionally, Saur-Amaral et al. (2016) points dbat no cumulative ef-
fects of gathering knowledge among existing pulilbces on business
model innovation can be seen.

Taking this fact into consideration a substant@earch gap existing in
the literature on the role of business model intiomafor company’s de-
velopment was identified.

Research methodology

In order to achieve the aim of the paper, which waglentify the role of
business model innovation for company’s developrretitoroughful liter-
ature review has been conducted. Such a type dfsamas useful in case
of researching complex scientific phenomenon whitdve recently
emerged and there is no agreement among the resesuan the nature of
the problem. Business model innovation represemts & phenomenon,
while it is a relatively new and yet undiscoversslie, encompassing varie-
ty of company’s fields of activity (Dymitrowski, 2@).

Results

Results of performed analysis are presented inr€igjult shows a map of
relationships occurring between different keywareferring to the topic of

business model innovation and development. The ithegtrates not only

the up-to-date status of knowledge in the resedrahea, but also identifies
the key research themes. Taking into account tmginber and diverse
character one could acknowledge the complex nasfireusiness model
innovation and its important role in company’s depenent.
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Conclusions

Results presented in the paper possess a spedlifie ¥ they offer a com-
prehensive and complete map of research themesiatsgbwith business
model innovation and development. Therefore in mpex way they de-

scribe the role of business model innovation frow perspective of com-
pany’s development. Additionally, achieved respltssent up-to-date state
of knowledge on the studied phenomenon.
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hospital security of health care services. In tliatext, the question arises about
the competitive management of a public hospit&atand and the use of entrepre-
neurial management tools and the possible scopleesé processes in the current
external conditions. The aim of these efforts igrtcrease the efficiency of the
health care sector, better tailor services to $awads, and improve the manage-
ment of limited resources.

Purpose of the article:The aim of the article is to assess the possihilfityncreas-
ing public hospital competitiveness in Poland ia tontext of new regulations in
the health care sector.

Methods: The analysis will be carried out based on the aislgf legal acts and
using the elements of the integrated enterprisepetitiveness model by G.Gtod
and O.Flak.

Findings & Value added: Formulating recommendations for public hospital man
agers in the field of raising competitiveness amtldating the possibility of using
appropriately adapted tools to assess the comyestéss in the private sector for
entities operating in the public sector.
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Introduction

Faced with the turbulent external environment otierized by fast ad-
vancing technologies and increasingly varying nesfdgublic service re-
cipients, the public sector requires changes inmipgpits functioning. The
measures adopted in this area may lead to geng@ternative revenues,
improving internal processes and developing innegatolutions aimed to
meet social and economic needs. The issue sedmesaioeven more press-
ing nature in the light of the strategic importarafemedical services to
every human being, each patient’'s desire for anddiate resolution of
every problem, coupled with demographic change&iwmeans it is prac-
tically impossible to provide a conclusive solutimnsuch a need. This is
mainly due to limited resources available withie trealth care sector, but
also, indirectly, to the management of these ressymwhich is not optimal.
These problems become particularly evident in tbésP public health
care, which is undergoing a process of constantggm Accordingly, not
only threats need to be counteracted, but opparesnemerging in the
environment of health care units must be identifiad grasped. The aim of
these efforts is to increase the efficiency of biealth care sector, tailor
services to social needs, and improve the manageshémited resources.

In this context, the concept of the competitivenafsa public hospital
seems to be relatively risky, while even the maxtgposition of the words
is partially mutually exclusive.

The considerations presented above prompted theratat undertake an
attempt to assess the competitiveness of a pubsipital in Poland, which
operates in a specific environment and, particylanl a specific legal envi-
ronment. In order to achieve this, he applied tle¢hodology successfully
used in the commercial sector. The study relatethd@cauthor’s research
interests in the competitiveness of enterprisesk(Rbtod, 2012), the func-
tioning of health care entities in the aspect obljguentrepreneurship
(Gt6d, 2016), and practical experience originaiimghe implementation of
a number of consultancy projects in the health saotor.

The competitiveness of a public hospital

Public health care entities belong to public seetdities. On the one hand,
this choice stems from the importance of publicltheaare and, on the
other hand, problems related to its organizatiod famancing, which is
revealed in the constantly recurring question ow o cure health care.
The main source of problems in the health careesydies primarily in the
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limited financial resources available within thestgm, but its efficiency is
also indirectly affected by the management of thheseurces, which is not
entirely effective. These problems are particulaWdent in the function-
ing of Polish public health care, undergoing a psscof constant changes.
In this context, the question arises about the ohpameasures improving
competitiveness at the individual and organizatideeel on the perfor-
mance of public health care organizations in Paland

The concept of hospital competitiveness appeaasively often in a va-
riety of contexts in literature. It is used wheteaipts are made to deter-
mine the competitive position of a hospital usirenédhmarking. Bench-
marking builds the understanding of the competipwsition of a hospital
compared to other entities, indicates the direstiofi strategic actions,
identifies development potential and helps seleatwiew the goals pur-
sued by the hospital (Kanownik, 2014 p. 566). is Hrea, there are studies
on competitiveness within medical clusters (Li, X2D13). The concept
also appears in the context of recommendationsgima improve hospital
competitiveness (Barros, Pacheco, 2016; Majchragskyk, Bober, 2016;
Lu, Wang 2008).

Research methodology

The aim of the empirical study was to identify ogpaoities for increasing

the competitiveness of public hospitals in Polandar current legislation.
The study comprised: the Regulation of the MinisbérHealth on the

method of determining the flat-rate system of tlasi® hospital provision
of health care services, the Regulation of the #tériof Health on specific
criteria for the selection of tenders in the pratiegs on the conclusion of
contracts for the provision of health care servities Notice of the Minis-

ter of Health on the codification of the Regulat@frthe Minister of Health

on the cover guaranteed in the area of hospitairrent.

In order to present a specific case study, legallegions were referred
to hospital treatment services in the field of wéac surgery. Then an at-
tempt was made to assess to what extent the commslith which public
hospitals operate corresponded to the elementseointegrated model of
enterprise competitiveness, developed by O. Flak @n Glod. The as-
sumptions of the model are characterized below.

The literature review combined with the author'se&ch experience in
the analysis of company competitiveness enableddénatification of the
most important scope of interests and definitionthiw the integrated
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model of competitiveness. The model consists ofetnents (Flak, Gtod,
2012, p. 57).

The first element is competitive potential, whiatnsists of resources
which a company owns or should own and which candsal to create or
maintain its ability to compete. It refers to alltbe enterprise capabilities
resulting from its tangible and intangible ass€smpetitive potential of a
company is, at the same time, a relative multiteteoncept.

The second element is competitive strategy. It [daa adopted by a
company with the intention to gain competitive athege over other busi-
ness entities operating in the external environnremrder to meet an en-
terprise’s prime goals and objectives.

The third element is competitive advantage whictiened as the abil-
ity of an enterprise to deliver material and immialevalues to its custom-
ers through the market. Competitive advantage rielative multi-faceted
concept.

The fourth is competitive positioning, understoad market and eco-
nomic outcomes of an enterprise. These outcomesndepn the extent to
which the abilities to compete have been or willbed.

What influences enterprise competitiveness is tigness environment.
In the integrated model of company competitivendiss, business envi-
ronment is referred to as a competitive platformd @nnvolves the charac-
teristics of the environment which surrounds amgnise in a given sector.
The characteristics of the macro environment aegestime for every enter-
prise operating in a given sector.

Figure 1 presents the visual representation andsithational context
that enables competition.

Accordingly, the following question can be addresszan the competi-
tiveness model used in research into private sect@rprises be applied to
assess the competitiveness of a public hospital?

Research results

Based on the assumptions of the integrated modehtsrprise competi-
tiveness, the table below proposes the assessrhém above-mentioned
elements as presumed components of the compegtsasf a public hospi-
tal. In addition, the determinants of competitivemaffecting the improve-
ment or deterioration of a particular componentwferprise competitive-
ness were evaluated.

The analysis presented in the table above is apnalry attempt to test
the possibility of applying the integrated entesprcompetitiveness model
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to assess the competitiveness of a public hospitéhorough analysis re-
guires a detailed operationalization of commerc@hpetitiveness assess-
ment tools in the areas characterized above.

Conclusions

The evaluation of hospital competitiveness is aaglyic, complex systems
engineering (Luet al., 2010). The assessment of the competitiveness of a
public hospital must, to a certain extent, alsoresi the quality of its rela-
tions with stakeholders.

Additionally, it should be emphasized that publiganizations have the
opportunity to obtain resources using a mixturesac¢ial persuasion and
public pressure, while competition between thendseto be more focused
on gaining competitive advantage in the area aatiffe use of resources
and, as a result, acquiring a larger pool of lichiteublic resources
(Fraczkiewicz-Wronka, Szymaniec, 2013, p. 155).

The considerations presented in the article maypuwage research on
the competitiveness of a modern public hospital, andpractice, create
conditions for its development in the future, althb, as Rauch (2015)
points out, the use of innovative initiatives ire ttransformation of health
care can be problematic because people workindhénsector need to
change their mindset. It should also be pointedtbat straightforward
competitiveness, focused on financial performartca eost of the health
and life of patients, can pose a threat to theionssf organizations operat-
ing of the health care sector.
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Figure 1. The integrated model of company competitiveness

(company dependent elements)

q Competitive potential

Competitive strategy

Competitive advantage
Competitive platform

(company independent
element)

[ Competitive positioningle—

(Competitive conditions:
market economy, market, market sector, market unit)

Short-term actions: —

Long-term actions: ——p

Source: Flak, Gtod (2015, p. 122).
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Abstract

Research background: During planning and implementation, projects reguir
estimation of their efficiency regarding plannedi agal profitability, necessary to
make decisions and related risks. Striving to ashigesired goals in an effective
and efficient manner without considering key soaiérests is not reliable and it
iS necessary to pay attention to the issues oaikefiiciency evaluation. The ne-
cessity of conducting studies regarding these s&uthe result of identified needs
of researchers, practitioners and decision-maketisd design and implementation
of unique and complex activities that require eatibn from the point of view of
social efficiency. Expansion of terms interpretataoubts, ordering and explana-
tion of concepts may serve to obtain clarity ofduected discussions and scientific
and research activities related to the evaluatf@ooial efficiency of various types
of projects. The authors of the paper will alsemt to determine the directions
of further development of study on methods of eatidun useful in this field.
Purpose of the article: The main objective of this paper is an attemptriganize
the concept of project social efficiency evaluatitased on management sciences,
and to provide bibliometric analysis of social eiffincy topic.

Methods: Literature review, bibliometric analysis, obseroat

Findings & Value added: Explanation of interpretation doubts and orderafg
concepts related to social efficiency. Identifioati elimination of errors and con-
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fusions, which allows the development of researnhnethods and systems of
social efficiency evaluation. Defining a researdp gconcerning relatively few

publications regarding social efficiency in conglits of increasing interest in this
field visible in the dynamic growth of the numbéitimes social efficiency is cited

per year. Identification of the most important pafions in this field.

I ntroduction

In recent years, the growing importance of evatutn management sci-
ences resulting from the growing demand from ptiacters, as well as the
expanding theoretical achievements in the fieldpadject management,
which are financed from public and private fundsn de observed. The
correct implementation of evaluation processesnallto reduce the risk of
projects implemented in conditions of limited resms and constantly
increasing requirements.

In the evaluation processes, the multi-aspectroiteof efficiency is of
key importance and its measurement is sometimds quchallenge, as it
usually has not only quantitative but, above allaldative character. Eval-
uation processes often require various sciencadbas¢hods, the inclusion
of more integrated approaches based on multipldsgaad constraints
(Suter & Cormier, 2008, pp. 478-485). It is ess@rtty choose the suitable
evaluation approaches (formative, summative, aneldpmental) for the
relevant stages associated to the project lifeec{@rzeszczyk & Klimek,
2018, p. 134).

It is crucial to notice the research gap relate@ffwiency evaluation
methodology regarding multidimensional methods t@hbine different
gualitative and quantitative benefits, which hawé anly financial but also
non-financial importance (Glodzinski, 2018, pp. #&B). The evaluation
should refer to the comparison of the obtained tiragbect effects of the
projects in relation to the various resources comsl) thus take into ac-
count not only financial expenditures and achieresiilts, but also social
effects of undertaken actions, public and Europgsajects as well as de-
velopment interventions (Grzeszczyk & Czajkowski12, pp. 241-246).

Due to the multifaceted and interdisciplinary nafuhe social efficien-
cy notion does not have a uniform definition. Itakso, among others,
caused by a large variety of evaluated objects,ottwirrence of several
scientific trends, different ways of taking intocaant external factors and
environmental influences. The lack of unambiguitythie understanding of
issues related to social efficiency evaluationhi@ tontext of project man-
agement requires focusing on them.
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It is necessary to draw attention to the notiorsadial efficiency, un-
scramble this notion, provide bibliometric analysssd thus enable the
development of research in this area within théd fif project manage-
ment. Despite existing scientific research on mtogaluation, the issue of
social efficiency is not scientifically exploiteéspecially in relation to
development and public projects. Therefore, thennodective of this pa-
per is an attempt to organize the notion of scefitiency on the ground
of management sciences. The presented study usdsllihwing research
methods: literature review, bibliometric analysisl@bservation.

Project social efficiency evaluation

Evaluation can be defined as a process of systersitdly of evaluated
objects quality, merit and value (worth) using rdisciplinary research
based on tools and methods from various scierdiciplines, i.e. social
sciences, economics, logics, management, compuaiences and others
(Scriven, 1991, p. 1). One of the basic evaluatidteria is efficiency. This
concept is interdisciplinary, can be understood igadusly depending on
the context, the field of activity, the purposetioé evaluation process and
experts involved in the process.

Efficiency is usually defined as the relation oftaihed results to the
expenditures incurred. In the field of project ngeraent, the measurement
of this parameter may refer to the acceptance eptbject for the imple-
mentation or conducting of the comparative analgsid selection of the
most profitable project from the analyzed set téralative variants — with
biggest ratio of results to expenditures.

In the context of evaluating the multidimensionadject efficiency, one
should mention the issue of social impact assessméiich concerns the
determination of positive and negative, primary astondary, mainly
long-term environmental and social effects reldtethe implementation of
various types of activities, public interventionsdaprojects. In particular,
social impact assessment is often a strategicumsint supporting the
management of social consequences of implementatiodevelopment
projects aimed at building a sustainable biophysicel human environ-
ment (Wong & Ho, 2015, p. 124).

Social impact assessment and the notion of soffigiemcy concern
study of processes of allocation of resources aseldhe assessment of the
effects of conducted interventions and implememegjects, by determin-
ing their impact on society at local and regiomadels. In the range of this
type of research, for example, comparative analyfethe benefits ob-

63



Proceedings of the 10" I nter national Conference on Applied Economics
Contemporary Issuesin Economy: Entrepreneur ship and M anagement

tained by individuals, communities, organizatiogts, are carried out. The-
se analyzes relate to the comparison of the fitze ©f stakeholders with
the state before the start of implementation ofdét@luated projects or in
relation to the stakeholders whose activities tieynot cover. Information
is obtained regarding the impact of the projects programs implemented
on their stakeholders, the efficiency of resourse and measurement of
the results obtained.

Social efficiency evaluation can lead to positived anegative conclu-
sions and suggest implementation of actions mad/ay responsibility for
the projects implemented or the willingness torelaased on the conclu-
sions drawn. The results of research regardingakefiiciency evaluation
most often strongly depend on the context of cotetlicesearch and the
experience of analysts involved (Sagna, 2004, p.Tlis state is reflected
in the methods and tools applied for this typewppses.

These methods are not always properly selectedusechere is a lack
of sufficient literature in this area, and instibuis that sponsor projects and
ordering evaluations often do not specify how todigct the evaluation
processes and useful methods in this area (ParBeagngham & Kemp,
2019, pp. 114-123). As a result, processes of keffigiency evaluation
are carried out in various ways, which are not gbvadequately selected
and ensure correct results and recommendations.

The difference in measuring social efficiency imirast to other types
of efficiency assessment is mainly related to tkterg of intangible assets
and barriers related to the occasional need toeptamonetarized social
effects. The social efficiency indicator can beed@ined by dividing the
following two parameters: obtained social effectsaigiven time and ex-
penditures incurred during the project implementatiAmong the gained
social effects the following may be observed: nelbsj educational impact,
improvement of health protection, raising the gyatf life, combating
poverty, reducing social exclusion and others.

Project social efficiency evaluation is most oftaade using the Social
Return on Investment (SROI) method, which allows tfee inclusion of
non-financial values related, for example, to emwinental or social impact
of evaluated projects on stakeholders. This methadesigned to under-
stand the impact, manage and report on the soaiaé\created by an or-
ganization (Millar & Hall, 2013). The SROI valuerche determined after
identifying key stakeholders, defining the boundsrof social aspects for
the conducted social efficiency evaluation, apmlyihe theory of change
for building the logical structure of the evaluat@wject and monetization
of social effects of the project.
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To measure social value creation, apart from SRt@l,social account-
ing method is also used. This method is not basethanetary values, it
does not allow to estimate the social return omstwment and direct meas-
urement of the project social efficiency. A simitdtuation occurs with the
sustainability reporting method, which also taket® iaccount economic,
social and environmental values creation.

Cost-Benefit Analysis (CBA), similarly to SROI i@$fed on the use of
monetary values to estimate project social bend@iBA is a very compli-
cated method and is intended rather to carry ompcehensive evaluations
of large projects. SROI is much simpler and moefuldn terms of project
social efficiency evaluation.

Data and resear ch methodology

In the research regarding unscrambling the conaepbcial efficiency on
the ground of management sciences, in additionbsemation, literature
review and bibliometric analysis were used. Theibdidmetric analyzes
were carried out for the cited scientific literaurom this range found in

ISI Web of Science databases and existing thetberast twenty years.

The results of these analyzes allow to formulateckgsions regarding the

development of social efficiency research withifeseed web-based cate-

gories, identifying the most important publicatioolskey importance for
this kind of research.

Data for bibliometric analysis were downloaded frtme I1SI Web of
Knowledge database on April 2019. The followingrsbgparameters were
used:

— basic search for “social efficiency” topic,

- timespan 1998-2018,

- refined by the following Web of Science Categorexonomics, man-
agement, business, operations research manageonemtes social sci-
ences interdisciplinary, social sciences mathemlatitethods and de-
velopment studies.

Results

In total, in seven Web of Science bases, 215 pafitics were found,
which contain in their title, abstract or key wortth® notion ,social effi-
ciency” and are associated with economics, manageams social scienc-
es. The number of publications in individual indgxdatabases are as fol-

65



Proceedings of the 10" I nter national Conference on Applied Economics
Contemporary Issuesin Economy: Entrepreneur ship and M anagement

lows: Social Sciences Citation Index (142), Confee=Proceedings Cita-
tion Index-Social Sciences and Humanities (47)eism Citation Index

Expanded (35), Conference Proceedings Citation xh8t@ence (23),

Emerging Sources Citation Index (21), Book Citatindex-Social Scienc-
es and Humanities (3) and Book Citation Index—Sm€2).

Citation report for 215 results from Web of Sciel@ere Collection is
as follows:

- h-index 23 (average citations per item 10,14),
— sum of times cited 2126 (without self-citations),
— citing articles 2034 (without self-citations).

Sum of times cited per year increased from a vafuene in 1998 to a
value of 278 in 2018. Over the years there is ara@ward trend. A rela-
tively small number of publications in this fieldrc be observed (only 112
publications included in management sciences), theie is a gap that is
worth filling.

Conclusions

The conducted research shows a significant potestisting in the area of
social efficiency research. They have only anahitharacter and require
further development (especially in project manag@nield) using more
sophisticated bibliometric instruments.

The dynamic growth of the number of times cited year is a sign of
an increase in interest in this field. Relativedyf publications, however,
make it difficult to unscramble the concept of paj social efficiency
evaluation. It proved to be utterly impossible derntify most prolific au-
thors in this field, majority of authors have pghbid a low number of pa-
pers identified within bibliometric analysis. Thasetherefore, a gap in this
area, which should be filled with research relatedhe organization of
terminology and understanding of this notion. Redilbns clearly explain-
ing the notion are still lacking.
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Abstract

Research background: On a macroeconomic scale, competitiveness is condi-
tioned by both the actions of institutions at tleatcal level, decisions taken by the
legislative and executive authorities, as well fzes potential of entrepreneurship,
which is diversified depending on the level of sseconomic development of
society. In turn, the economic, legal and admiatste environment created by the
state has a significant influence on the possibiliand way of conducting econom-
ic activity, because this environment shapes thereal factors of the enterprises
competitiveness.

Purpose of the article: The purpose of this article is the legal-econoamalysis
regarding advertising of pharmacies and their &gy taking into account a broad
spectrum of doctrinal and jurisdiction views. Thebject of the analysis is the
function and significance of advertising as shapihegpotential of enterprise com-
petitiveness in the context of pharmacy activity.
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Methods: The article uses the method of legal regulaticadyasis.

Findings & Value added Taking into account the admissibility of the staty
limitation of the principles of shaping an entespricompetitiveness potential, the
necessity should be emphasized of correct inteafioet of the law, taking into
account the objectives of the introduced restniciod applying only a proportion-
al and adequate mechanism for sanctioning itsnigémnents. In the context of the
activities of pharmacies, as public health cardlifes, the above remarks have
special significance. The undisputed supremach@iublic purpose of a pharma-
cy activity can not deny the importance of an eecoicogoal as the basic mecha-
nism of an enterprise activity, the achievemenivbich is an economic guarantee
of the public purpose implementation.

Introduction

The level of enterprise competitiveness dependspeeific factors which
need to be considered in the macro, meso- and etcrmmic scale. The
macroeconomic factors include the size and stractir production re-
sources, the effectiveness of the use of producesources, the socio-
economic system and the economic policy of theestat the possibility of
affecting the international environment. Among thezoeconomic condi-
tions, it is necessary to indicate the equippinthwiroduction factors, de-
mand factors, shaping of the appropriate indusdggoudt, as well as the
conditions for creating, organizing and managirgyehterprises influenced
by industry-unique factors, i.e. factors that anéy@pplicable in a specific
industry or a few selected industries and shapadlhére of competition on
the domestic market. The group of microeconomidofacincludes the
competitive position achieved in the past, the oetitipe potential of the
enterprise and the competitive strategy (Chang &ngh 2018, pp. 458-
473).

There is a strong interdependence between fadtatsatffect the in-
crease in the competitiveness of the national eognand the actions of
enterprises to improve their own competitivenesgse Tompetitiveness of
an enterprise, on the one hand, reflects succassiuhgement practices on
the part of entrepreneurs, on the other hand, dhgpetitiveness of an en-
terprise comes from the strength and efficiencythef national economy
production structure, its technical infrastructare other factors determin-
ing external effects that may form the basis of @merprise activity
(Chesnais , 1988, pp. 51-119). On a macroeconatale,scompetitiveness
is conditioned by both the actions of institutiaatsthe central level, deci-
sions taken by the legislative and executive aittesr as well as the po-
tential of entrepreneurship, which is diversifiegbdnding on the level of
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socio-economic development of society (Zhetual, 2019). In turn, the

economic, legal and administrative environment tegctdy the state has a
significant influence on the possibilities and wafyconducting economic

activity, because this environment shapes the mxtdactors of the enter-
prises competitiveness (Cereeal., 2015, pp. 429-449).

Conducting pharmacy activity is a special type obremic activity.
The social significance and the essence of seryimedded as part of the
pharmacy remains closely related to the profession pharmacist as a
profession of public trust, and the pharmacy iteelfistitutes, in accord-
ance with the statutory classification, a publiallte protection facility.
The indicated supremacy of the public purpose tivereconomic purpose
determines the principles of conducting pharmaadyigg including the
principles of advertising of pharmacies and thaitivity (Foley et al,
2018, pp. 327-333; Aikiet al, 2015, pp. 596-618; Cassatial, 2012, pp.
228-245; Cooper, 2013, pp. 254-262).

The purpose of this article is the legal-econonmalysis regarding ad-
vertising of pharmacies and their activities, tgkinto account a broad
spectrum of doctrinal and jurisdiction views. Thibject of the analysis is
the function and significance of advertising aspahg the potential of en-
terprise competitiveness in the context of pharmeatyvity, including the
interpretation of legal basis taking into considierathe process issues of
using sanctioning mechanisms.

Research methodology

The subject of this article is to analyse curregil solutions, including in
particular determining the regulation of pharmactivity, taking into ac-
count advertising of pharmacies and their actisitithe above analysis is
carried out in the light of the theory of enterpascompetitiveness. The
article uses the method of analysis of legal regnaand the descriptive
method.

Concepts of the enterprise competitiveness

Competitiveness is the result of many factors aadyrinstitutions activi-
ties, among which the state and its economic pallay an important role
(Costantini & Mazzanti, 2012, pp. 132-153). The gdboidity of achieving
business success by enterprises is determinedargea extent by the eco-
nomic environment in which they operate (Coccid, 2(p. 1048-1061). It
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is the public authorities that define the econosyistem, which is the envi-
ronment more or less favorable to gain a competisilvantage by enter-
prises. The competitiveness of an enterprise catebeed as the enterprise
ability to function in a given industry in the fresarket economy. At the
same time, there is a dependence that the grémterompetitiveness, the
more reliable the position of the enterprise in terket, and its operation
is less exposed to external factors and unfavorabmomic conditions.

The enterprise competitiveness is its ability: design, manufacture and
sell goods with more attractive prices, quality atter values than the
corresponding features of goods offered by congrstit2) of sustainable
development and to achieve, maintain and increamdehn shares, 3) to
raise the efficiency of internal functioning byestgthening and improving
its market position, 4) to achieve and maintairompetitive advantage, 5)
to constantly provide a suitable set of competimgiruments. In addition,

the enterprise competitiveness is worth consideailsg in relation to the

enterprise ability to increase the value in usegiged by the client (basic
competitiveness) and predispositions to gain ainigstompetitive ad-

vantage in a given market (key competitivenessgréfore, in a broader
perspective, the phenomenon of competitivenessiislayered and can be
described as the ability of enterprises, indusepaitments, regions and
states to obtain a relatively high and stable inreamd employment level in
conditions of international competition.

Legal conditions for advertising of pharmacies

Advertising of pharmacy and its activities as wadlthe rules for advertis-
ing of medicinal products are subject to the retjuacf the Pharmaceuti-
cal Law of September 6, 2001 (consolidated text gbR017, item 2211,
hereinafter: Pharmaceutical Law or a.p.l.). Thaslegor clearly differenti-
ates advertising in both of the above-mentionedsarprohibiting the ad-
vertising of pharmacies and their activities, ahdha same time allowing
advertising of a medicinal product, the conductwdfich, however, has
been subject to certain restrictions. This distorctvas reflected in court
jurisdiction, according to whichrégardless of whether we are dealing with
advertising of a medicinal product, or advertisio§ a pharmacy or its
activity, it is about increasing the revenue inatedn to forecasted revenue
that would have been achieved if no advertisingpactvas taken.. Howev-
er, the legislator recognized that in the case ahedicinal product the
properly shaped advertising activity may entailtaar social benefits, so in
principle it allowed the possibility of conductiitgHowever, the legislator
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acted conversely in the case of advertising of ptaary or pharmacy point,
or their activity" [SAC, 11.10.2016 a]. Concentrating the scope ofdize
liberations within advertising of pharmacies adies, it should be noted
that the legislator did not decide on the normatirgating of the definition
of this type of advertising by correlating it onljth the informing func-
tion. According to art. 94a para. 1 a.mbvertising of pharmacies and
pharmacy points and their activities is prohibitddformation about the
location and working hours of the pharmacy or phacy point do not
constitute advertisinglhis prohibition falls within the subjective extéors
under art. 94a para. la a.p.l, according to wladlertising of non-
pharmacy outlets and their activities relating taeditinal products or
medical devices is prohibitedProhibition of advertising of a pharmacy,
which is a public health protection facility, findlserefore an appropriate
reference in the activities of other market enfegs, conducting retail
trade in medicinal products issued without a ddst@rescription and
therefore qualified as non-pharmacy outlets. Thesdiing ban is, howev-
er, limited in this case to the prohibition of espece only to that part of the
activity and those commercial services which in ¢batext of patient ac-
cess to the medicinal product and formulating coresuhabits are in corre-
lation with the pharmacy activity.

The restriction concerning conducting advertisifgpbarmacies has
been introduced into the Pharmaceutical Law putsieaart. 1 point 79 of
the Act of 30 March 2007 amending the Pharmacdutieav Act and
amending certain other acts (JoL of 2007 No. &mnit92). Art. 94a a.p.l.
formed under the above act in the original vergiigsh not formulate an
absolute prohibition on the advertising of the phacy and its activity as
such, but included in its scope the circulatiorc@ftain medicinal products
or medical devices. This provision was as follotie advertising is pro-
hibited of activities of pharmacies or pharmacymsi addressed to the
public, which directly refers to medicinal produat¢ medical devices
placed on lists of reimbursed drugs, or medicinalducts or medical de-
vices with the same name as medicinal productsedlical devices placed
on those listsThe scope of the indicated restriction on advergisivas
significantly different from the current strict baon advertising of the
pharmacy and its activity. It should also be highted that in the original
version the provision of art. 94a a.p.l. did ndereto the advertising of
non-pharmacy trading facilities and their actisti®isposition of art. 94a,
a.p.l., in the version currently in force, was @utuced under art. 60 point 7
of the Act of 12 May 2011 on reimbursement of midis, foodstuffs for
particular nutritional uses and medical device4 (@02011 No. 122, item
696, hereinafter the Reimbursement Act). Accordimghe justification of
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the above-mentioned draft Act, change of art. 9gd. avas dictated by the
need to strengthen the protection of patients afdigfinances against the
negative effects of pharmacy advertising, detemgirthat the objectives
of entrepreneurs running pharmacies, including tieximization of profit,
must be subject to the requirements resulting ftoeneed to protect the
health of patients(justification of the draft Act — parliamentarpcument
VI.3491) [SAC, 14.01.2015]. In the literature okthubject, however, it is
noted that the amendment of art. 94a a.p.l. indifection of a restrictive
ban on advertising of pharmacies and their aatigjtdid not find a clear
justification, and the objectives for which it wés serve, consisting in
elimination of fraud related to the turnover ofmbursable products, could
be implemented by other provisions of the Reimbmes# Act. It is also
pointed out that at the basis of ttadio legis of the amendment of art. 94a
a.p.l., there was no conviction about the inadriltsi of informing about
the pharmacy and its activities in every area fafrmation and that such an
interpretation of art. 94a. departs from the adbpdgislative assumptions.
The prohibition of advertising of pharmacies anelirtlactivities was, how-
ever, covere@x posthy the justification of the Minister of Health anep-
resentatives of the pharmacy self-government, doogrto which this pro-
hibition aims to protect public health, includingniting the tendency
among patients to self-heal, abuse drugs, andyartadicines in amounts
that do not meet the actual therapeutic needsdditian, according to the
representatives of the pharmacy self-governmeatptbhibition of adver-
tising in the previous version gave rise to thealigyment of negative prac-
tices and activities significantly deprecating phacies and affecting the
essence of the profession of pharmacist. Consgléhat the essence of
conducting pharmaceutical activities is the pransiof pharmaceutical
services, i.e. providing services covered by tharpiacist's profession as a
profession of public trust, strengthening the duadif pharmaceutical ser-
vices at the expense of limiting the tools of masdegansion and progres-
sion of consumer market conditions should be camsitl justified. The
adopted solution corresponds to the analogue ctsirs applicable to oth-
er professions of public trust, including the dostgrofession. According
to art. 14 para. 1 of the Act of 15 April 2011 owedital activity (uniform
text JoL of 2018, item 160}he entity performing medical activities pub-
lishes information on the scope and types of hesdtiwices provided. The
content and form of this information can not have teatures of advertis-
ing. Correlated with the above solution is the chamgihné Pharmaceutical
Law, which entered into force on June 25, 2017 @mdker which the right
to obtain a pharmacy permit was limited only tospeis with the right to
practice as a pharmacist, being guarantors of ribygep standard of provid-
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ed services, however, this restriction does notyajapentities that, before
the amendments to the Act came into force recdivedbove permit, or at
least applied for it.

Taking into account the supremacy of the pharmadyip purpose, i.e.
protection of public health, and considering thésstiarity of achieving
economic goal by the pharmacy, the legitimacy shdad recognized of a
normative extension of the ban on pharmacy adwegti;n the form of
binding regulation. The function of a pharmacy gsullic health protec-
tion unit should be referred to the activity of lmapmacy as an enterprise,
and thus the legal admissibility of restrictionthe legislator of a constitu-
tional principle of economic activity freedom, egpsed in the statutory
ban on advertising of conducted activities. Theogaition of the above
subject in the context of the ban on advertisingpbérmacies and their
activities is the subject of the court-administratjurisdiction, according to
which "pharmaceuticals are not a classic commercial preidTheir pro-
duction, but also turnover are regulated by lawisTtircumstance is not
therefore without effect on the situation of eaftinvolved in economic
activity in this respect. The situation on the phaceuticals market de-
pends largely on their attitudes. Interference witts freedom is therefore
justified by the legal right protected in this waymiting the advertising of
pharmacies activities seen in the context of tharmlceuticals sold is to
even potentially protect human health and life fritva adverse effects of
pharmaceuticals. The principle of freedom of ecdoamtivity gives way
to an important public interest within the meaniwfgart. 22 of the Consti-
tution of the Republic of PolandSAC, 25.08.2016]. Particularly notewor-
thy is the position of the Supreme Administrativeu@, according to
which, if we look at the protection of human headlthrough the prism of
damage that can be done to it not only through latlkroper access to
pharmaceuticals, but also through <<excessive>> rather too easy ac-
cess to them, stimulated, among others by all <qprtions>>, as a re-
sult, it should be concluded that in this way sfiediabits are made in a
particular group of consumers, such as pharmacyarusrs, of purchasing
pharmaceuticals, which may lead to the abuse dfetlsibstances. A fur-
ther consequence of such action is the weakenfegtadf drugs, through
their excessive and unjustified with the patieralthestate consumption”
[SAG 25.08.2016].
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Conclusions

Each enterprise operates in a specific environrettprovides the means
necessary to conduct an economic activity andriecgient of goods and
services offered by enterprises. This environmegrihé source of the fac-
tors shaping the competitiveness of an enterposeavhich it has no real
impact. These are different types of standardschvbn the one hand regu-
late technical and technological processes (teahmied ecological stand-
ards), and on the other hand regulate market behawvhich is covered by
international and national legal regulations (legatms). This means that
external factors of the enterprise competitivensss determined by the
rights resulting from the application of the stamlidaregulating the eco-
nomic system, according to which enterprises afigedb to conduct their
economic activity. In turn, internal competitiveaefactors are associated
with activities that are the result of making sfiealecisions in the compa-
ny.
The impact of legal norms on the competitivenessaofenterprise
should be considered both from the perspectiveatibnal law that is in
force in the given country, and international lavhich is applied in con-
nection with conducting economic activity in théemational market — e.qg.
in the single European market.

Taking into account the admissibility of the statytlimitation of the
principles of shaping an enterprise competitiverpegential, the necessity
should be emphasized of correct interpretationheflaw, taking into ac-
count the objectives of the introduced restrictémd applying only a pro-
portional and adequate mechanism for sanctionggnitingements. In the
context of the activities of pharmacies, as pubkalth care facilities, the
above remarks have special significance. The uotisipsupremacy of the
public purpose of a pharmacy activity can not ddrwy importance of an
economic goal as the basic mechanism of an ergermctivity, the
achievement of which is an economic guarantee efpotiiblic purpose im-
plementation.
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Abstract
Research background:Knowledge, skills and abilities have become thagipial
growth factors in our knowledge economy. A seleciug of employees (highly-
placed managers), in particular, must meet alletegectations, for which reason
their remuneration is more complex and complicaldds is also accompanied by
new forms of evaluation and remuneration. A reladtip between their remunera-
tion and measurable indicators may provide sigaifichelp in defining a set of
recommendations for effective remuneration.
Purpose of the article:This paper examines the contemporary issue ofeireif
neration of a select group of employees in commainigehe Czech Republic. The
specified factors that have an influence on thelle¥ remuneration of these em-
ployees are given in the empirical section of tapgr. Remuneration is a specific
component of company management, for which reakenirtitial premise as to
whether the size of a concern influences the lefeémuneration of its managers
was defined, while the connection between the dgwveént of the economy and
the level of remuneration was also studied.
Methods: Data collection for the empirical research was cmted through a
structured questionnaire, which was subsequentjyuated with the use of math-
ematical and statistical methods, and sent ouhéoselected companies. Basic
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hypotheses were determined, and a chi-squarentesth was the most appropriate
method of verification, used to confirm or invalidahem.

Findings & Value added: The analysis performed shows that management remu-
neration is dependent not merely on the size ottimpany, but also on the devel-
opment of the economy. The paper presents a siggplihodel identifying the
most important factors influencing the remunerata@ntop management. These
results may be used for the creation of a new ndaetlogy for remunerating this
group of employees, which may contribute to theaffe evaluation of top man-
agement and contribute to company development.

Introduction

Since 1990 remuneration for top manag€&ZE®s) in the USA has out-
paced company profits, economic growth and the tiraf other workers’
remuneration. Between 1980 and 2004 the foundanibvftrust funds, John
Bogle, estimates that the total compensation oftapagers has grown by
8.5% a year in comparison with a growth of 2.9%aryin company profits
and a growth of total gains for the population df%8 (Bogle, 2011).

According to Merhebiet al. (2006) international evidence confirms a
significant connection between the size of a fimd ¢éhe remuneration of a
given firm and its top manager. The suppositiothest the largest firms
hire the best and most effective managers in daleraximise productivi-
ty. Empirical evidence supports this theory (Oeta@nBwan, 2003), which
means that the size of a firm partly predetermihesrequired managerial
abilities.

From research conducted by Merhetal. (2006) it further follows that
there is a significant correlation between managersuneration and the
development of the given sector and the market.

Remuneration is a critical component of strateglyictv influences the
performance of the whole company in that it motgathe employees and
attracts and retains employees with high qualificest (Gerhartet al.,
2009), and where employees’ salaries representO8®-6f the average
outgoings of the company

Most of the research work linking executive comgios with the
company’s strategy rests on the principal-agenorihéagency cost) and
centres on performance-based compensation. Itasemie on company
strategy is undeniable (e.g. Dalteh al., 2007; Wowak & Hambirick,
2010), given the importance of addressing and itaogusenior managers
and their financial incentives in decision-making.

Opinions on how to create the best contract forardimg managers
vary widely in practice. It is possible to deline&tvo main groups of opin-
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ions, which diverge fundamentally. The first grdwgds to the view of the
capital market and emphasises that in companieshwémter the capital
market the remuneration of managers can also kedito the development
of the price of sharestpck price) and then the market price of shares and
the profit on shares are the indicator. The segwadp of opinions holds to
the traditional internal efficiency criteria, whicre based on the account
size of its management’s results, of its profitd #me concept of economic
added value (Holi&ova, 2006).

Coffee (2005) describes the negative effects abogirogrammes in a
system of remuneration for senior management wierfarm of remuner-
ation gave rise to the influencing of accountingamts for the purpose of
increasing the price of shares.

According to Stern and Willett (2014) remuneratlmased on the EVA
(Economic Value Added) indicator is the most appaip, and not only for
senior management level; this form of remuneraisoalso appropriate for
the whole organisation and has to be applied fromto bottom. If we
could strip out the state of the economy, whiclreepnts roughly 50% of
the performance of a joint-stock company, and gnafthat the influence
of the industry, which accounts for another 25%,wesild obtain a meas-
ure of what the management has actually achievedi Ehis it follows that
75% of the share value is influenced by factorscWhiave nothing to do
with the management of the company. Moreover, SaadhWillett (2014)
states that thanks to the form of remunerationdasethe EVA indicator it
is possible to remunerate management even in tohescession, which
increases their motivation. By analysing the situain a company where
this system of remuneration has been introducedjai discovered that
where there was a very unfavourable market sitnatizd demanding con-
ditions of the industry, the performance of the agars was at a very high
level.

Research methodology

This paper focuses on the remuneration of top n&maig companies in
the Czech Republic. The aim of the paper is togtigate the present-day
methods of compensation for work done and to iflentie factors that
influence the level of remuneration. Subsidiary @imave been the collec-
tion and analysis of measurable parameters thateinfe remuneration,
ascertaining the means and forms of remuneratiah gathering infor-
mation on workers’ motivation.
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Scientific journals and papers taken from the WEBa@ence and Sco-
pus databases were analysed within the framewodeodndary research.
This study applied a quantitative approach to itigasng this research
problem. Quantitative research was carried outugust and September of
2018 and was conducted using a structured inveistigguestionnaire. The
research was developed on the basis of resultsnetdtdrom foreign aca-
demic works and studies and also on the basis ef dalthors’ own
knowledge of the problem under investigation. Theggionnaire was dis-
tributed in an online version in order to reachidew spectrum of respond-
ents and was aimed at senior managers in largeamgeypin the manufac-
turing sector in the Czech Republic. Large compmamiere selected as per
the European Commission Regulation No. 800/2008\ehg according to
the rules regarding the number of employees anditieeof the turnover of
the company. The companies had to meet the conslitid a minimum
number of 250 employees and a minimal turnoverQafnBillion euros. Four
hundred and forty-four companies were chosen froen Amadeus data-
base, and 75 responses were received. The questimmespected the eth-
ics and anonymity of the respondents. Mathemasitaistical methods
were used in evaluating the results of the resedrbls paper represents
only part of the results obtained. The researchotigses were verified
using the Pearson statistical method (the chi-gqtest). This test is de-
signed to evaluate the relationship between catsgjarariables.

The Pearson test ranks among the so-called gocdiéissests. This
type of tests is used when only one X indicataa lvasic set is being meas-
ured. This indicator is a random variable of eithajualitative or a quanti-
tative type.

The establishing of a zero hypothesigisiessential in this type of testing.
This hypothesis arises from the supposition thgtdaviations discovered
are random. On the other hand, the alternative thgses H arises from
the supposition that any deviations are not randama, it is tested in an
appropriate critical region (Hendl, 2009).

The Kendall Coefficient of Rank Correlation is géyof a coefficient
which has a simple probabilistic interpretatiors theoretical value is
commonly referred to as Kendall's tau. The statsstre based on inver-
sions between rankings. They are based on data&ong metric or ordi-
nal evaluation of n objects according to two crdeX and Y, where an
evaluation (xi, yi) is assigned to each objectheTpairs must be arranged
so that xi values are ranked in an ascending d¢kk=mdl, 2009).
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Results

The initial hypothesis which the authors seek taficm in this paper is the

close relationship between the size of a compandyttaa level of remunera-
tion of its senior management. The theoretical aede suggests that the
bigger the company the higher the remunerationitfosenior managers.
The questionnaire survey showed that the averamgss gnonthly salary of

the respondents was 103 833 CZK.

To confirm this hypothesis, the companies in theeyiwere ranked by
size defined by the number of employees. The arswethe question-
naires were aggregated into selected intervalstlamdénterdependence be-
tween the two elements is set out in Table 1.

On the basis of the Table above it is possiblecimpmare the result of
the test according to chi-square statistics arfteeiio confirm or reject the
zero hypothesis.

Ho: The size of the company does not influence the level of the gross month-
ly salary of the manager.

H,: The size of the company influences the level of the gross monthly salary
of the manager.

Using the Pearson chi-square test, no dependenceamdirmed, how-
ever the test is one of the most basic statistiethods which use unsorted
data. As the authors used sorted data, they makefusendall’s correla-
tion coefficient, otherwise known as the Kendatis. During this test the
data were sorted and concretized.

On the basis of the significance test for Kenda#fticient, we found a
strong association between the selected variabl&s% level of signifi-
cance. This significance is at a level of 0.00%{&2).

There are other factors which influence the levietemnuneration for
senior managers, includinigter alia, the influence of the state of econo-
my. According to Stern and Willett (2014) the stafethe economy and
industry account for 50% and 25% of corporate perémce, respectively.
In that case, what management really achieved septe only 25% of their
company’s performance. On the basis of this premrsattempt has been
made to ascertain the relationship between the@peance of the economy
and the level of remuneration of managers in thec@zontext.
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The median monthly gross salary is shown in théetaider the section
“The highest company representatives” as calculatethe methods used
by the Czech Statistical Office. On the basis dbl&e8, the following hy-
potheses were defined:

Ho: The level of a median monthly gross salary is not dependent on the size
of thereal GDP.

H;: The level of the median monthly gross salary is dependent on the real
GDP.

It follows from the correlation analysis appliedttee foregoing varia-
bles that there is a relationship between the bk$a The value of the
Pearson coefficient was 0.913. Such a value repieseo high a depend-
ence, and for this reason a further statisticdldesld be recommended to
confirm this dependence. The significance is 0.@§0xhich the statistical
relationship between the variables is confirmed.

When creating an executive compensation schenmnis, riecessary to
very carefully select its structure, because it &asgnificant influence on
the resulting level of remuneration. A shareholu#s a very strong interest
in seeing that the value of the company incredeedis dividends grow
with the increasing value of his shares. A manages has no ownership
interest in the company, on the other hand, willsee any salary rise if the
value of his company increases, nor will it gaimhany supplementary
rewards or bonuses. If a manager has only a nblgligiwnership interest
in the company then the company value will havey ligite leverage when
it comes to his motivation (Young & O’Byrneho, 2001

As reported by Jaitkova (2018), there exists a dependence between the
possibility of acquiring an ownership interest irian and the economic
activity as categorised by CZ NACE. For the purgosé the empirical
research, firms in the manufacturing sector wemseh, nonetheless, the
sample was relatively wide and there are differenoetween individual
firms in this category. Using the chi-square tesstrong correlation was
discovered between these chosen variables, witkiginficance at a level
of 0.043 (Jatikova, 2018).

Based on literature search and our empirical rekeaf the system of
remuneration, we were able to identify certain dextwhich have the
greatest influence on the system of remuneratisgréor manager in the
Czech context. We divided our model into three dpilars, which we call
“stage of manager’'s life”, “company characteristiesid “company per-
formance”.
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The aspects in the pillar “stage of manager’s ldeg his age, length of
employment and his relationship to the company (ieether he has any
ownership interest in the firm or not). Aspects emthe heading of “com-
pany characteristics” concern the type of incorfjona the company’s life
cycle, the number of employees (or size of the @ypand whether the
company is part of a multi-national corporation #imas operates the parent
company’s system of remuneration. The third piltmompany perfor-
mance”, records trading income, the size of magshkate and the manager’s
professional performance.

Conclusions

How workers are remunerated is an on-going andcébphatter and the

best possible ways are being sought to create taacbnvhich ensures the
workers’ motivation, their loyalty and which, witlegard to senior man-
gers, lowers the agency costs by harmonising ttezasts of owners and
management. There are two main ways of remuneranipr managers,

which we set out in the Introduction to this pagaraddition, this paper

analyses the factors which have an influence ounenation in companies
in the Czech Republic. In the paper the authorsodestnated the link be-

tween the size of a company and the level of rematiosm for managers,

just as it was confirmed that the level of remutierais conditioned by the

development of the gross domestic product of argo@untry, i.e. indeed

by the economy as a whole. The main thrust of phiser has been to de-
fine a model of remuneration which rests on thiilarp, namely, the stage
of the manager’s life, the company characteristind company perfor-

mance.
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Annex

Table 1. Ascertaining the relationship between the leveteshuneration and the
number of employees

Number of employees

Income category up to 500 501 - 1000 1001 - 1500 over 1500
up to 50 000 CzK 5 4 1 1

50001 - 75 000 CZK

75001 - 100 000 CZK

100 001 - 125 000 CZK

125001 - 150 000 CZK

150 001 - 175 000 CZK

175001 - 200 000 CZK

Olpr|lr|lw|lr|Nv| o
Nlp ||| N | ©
Olp[(N[N|FR|O]|F
Wliolo|lw|lo|s]|O

over 200 000 CzK
Source: authors’ own processing

Table 2. Expression of the dependence between the two etsrhgmmeans of the
Kendall's tau

Approx. Sig.
. . Contingency
Nominal by Nominal Coefficient 0,159
. . Kendall's tau-b 0,009
Ordinal by Ordinal Kendall's tau-c 0,009

Source: authors’ own processing.

Table 3. The development of the median gross monthly saadythe real GDP

Median Real GDP Median Real GDP
YEAR monthly salary (millions YEAR monthly salary (millions

(CZK) CZK) (CZK) CZK)
2018 67 353 unpublished 2008 53 546 4 069 840
2017 58 573 4601132 2007 49 497 3963527
2016 56 342 4412 049 2006 46 474 3753 246
2015 55 339 4306516 2005 44 594 3512515
2014 55 686 4089400 2004 41 503 3297 100

2013 53130 3981303 2003 39311 3142 892




Table 3. Continued

Median Real GDP Median Real GDP
YEAR monthly salary (millions YEAR monthly salary (millions
(CZK) CzK) (CZK) CZK)
2012 50 554 4000653 2002 36674 3033592
2011 41 189 4032910 2001 33929 2984 277
2010 56 164 3962464 2000 31585 2899 925
2009 54 437 3874383

" The values of the real Gross Domestic Producvedrom measurements of the Czech
Statistical Office. The GDP was calculated by thpemditure method and adjusted to 2010
prices to compensate for the effects of inflation.

Source: CZSO, 2019; MLSA, 2018.

Table4. Testing the dependence of the variables usinghhsquare test
real HDP

Median gross monthly salary Value Approx. Sig.

Pearson's R 0.913 .000°

Note.: c — Based on normal approximation.
Source: authors’ own processing using the IBM Stiat v. 22.
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The selected task of management of logistics custenservice

JEL Classification: L21; L91
Keywords: management; logistics customer service; transport enterprises
Abstract

Research background:It is not easy to clearly determine the definitibap-
proach indicating appropriate criteria of logistissrvice for diverse customer
needs. Detailing the needs associated with logigtistomer service in the enter-
prise desired by customers and taking into acctheit point of view requires
recognizing customer expectations towards indiideanponents of this service.
The main task areas of management of logisticoomest service include, among
others, conducting interviews with customers.

Purpose of the article:The objective of the paper is to approach theressef the
selected task of management of logistics custorerice, i.e. conducting inter-
views with customers in order to determine the ifigance of the service itself
and its individual components in commercial freigtensport companies in the
Silesian Voivodeship.

Methods: In order to determine the essence and the leviehglementation of the
selected task of management of logistics customtice in the activities of com-
mercial freight transport companies in southerraRalin the area of the Silesian
Voivodeship, the own research was carried out. dgm@ied cognitive method was
the survey method within the framework of which tegegorized technique of
acquiring primary information was used, i.e. thestionnaire.

Findings & Value added The full understanding of the needs associate¢d thie
level of logistics service desired by customers &akihg into account their point
of view was indicated by the smallest number ofepreneurs among the respond-
ents. A total lack of perception of the need toorgtze the expectations of cus-
tomers towards individual components of customevise expressed by approxi-
mately a third of the surveyed entities is rathistudbing. At the same time, it has
been found that the entrepreneurs in larger ecanemities conduct the research
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among customers more thoroughly and more oftermish as 40.2% of microen-
terprises do not attempt to conduct interviews witir customers.

Introduction

The multidimensional sphere of customer servicéigihr covers the areas
of marketing, finance and other strategic areasnmérprise management,
however, a particularly important role in providiagpropriate service is
played by logistics (Figure 1). The concentrationtlee problem of appro-
priate customer service is compliant with the pdolohy of logistics man-
agement which is constantly searching for supporhfother spheres of the
company'’s activity in order to provide the righbguct or service, in the
right quantity and quality and at the right placel dime, thus simultane-
ously implementing the principal guidelines of ks customer service.
One of the most frequently quoted definitions oftomer service by
Polish theoreticians of logistics issues is theenexice of Beier and
Rutkowski (2004, pp. 40) to “... the ability of thegistics system of the
company to satisfy customer needs in terms of thelggbility, communi-
cation and comfort”. Therefore, logistics custorservice concentrates on
the physical distribution of products and servisesas to provide them in
the right quantity and condition, allowing for gmig benefits from their
delivery at a specific place and time (Mesjasz-L.e2bil5, pp. 961-970).
Due to customer service the products and servicdseoccompany take on
the characteristics of space and time availabilihen, due to appropriate
operations of the logistics system, they are ableach the customer at the
time and space required by them and this abilittheflogistics system is
referred to as ‘product availability’ (Micu et aRQ13, pp. 147-155). It is
often identified with the term of logistics custanmservice although it is
broader since it also relates to aspects suchfasnation flow, flexibility
of the logistics system and others (Ritter & Anéers2014, pp. 1005-
1011).
La Londe (1985, pp. 243) has compiled the threesvediyunderstanding
the essence of customer service in logistics, namel
— customer service as an activity, i.e. actions tmagany should perform
on delivery to satisfy the requirements of the consr;
— customer service as performance levels, i.e. mabkurstandards
(norms) of service attributes, compliant with caséo expectations;
— customer service as a management philosophyhedrbadest interpre-
tation of the concept, raised to the level of cotmmant of the company
to offer a higher level of service than competitors
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The three-way mode of perception of logistics costoservice should
not be treated as options to choose from but iteisessary to combine
them. The company striving for success in the ntarke¢he management
process should adopt customer orientation (VerBoeg¢mon, 2013, pp. 1-
15) accordingly formulating its mission while sirtarieously monitoring
its achievements in the field of standards andrdeteng the course of the
service process with distinction of specific tasks.

The cited characteristics of logistics customewiserdo not cover a
wide range of options of interpretation of this cept. Therefore, it is very
difficult to clearly determine the definitional ajgach indicating appropri-
ate criteria of logistics customer service for ddeecustomer needs. The
main task areas of management of logistics custeewice include:

— determining the most important purchase decisiodschoices made by
customers;

— conducting interviews with customers in order téedmine the signifi-
cance of service itself and its individual compdsen

— conducting group interviews for the same purpose.

Communication with customers on the proper impldatén and eval-
uation of logistics service is therefore the bdsisdeepening customer
needs, learning the reasons for satisfaction @atisfaction with customer
service, conditions accompanying the service etialugHasan, 2014, pp.
788-796). The objective of the paper is to appraaehessence of the se-
lected task of management of logistics customevis®ri.e. conducting
interviews with customers in order to determine #lignificance of the
service itself and its individual components in coencial freight transport
companies in the Silesian Voivodeship.

Research methodology

In order to determine the level of implementatidntiee selected task of
management of logistics customer service in theviies of commercial
freight transport companies in the area of thesgite VVoivodeship, the
own research was carried out. The applied cognitigéhod was the survey
method within the framework of which the categadizechnique of acquir-
ing primary information was used, i.e. the questare.

The survey was conducted among 147 commercial hreigansport
companies, operating in the area of the Silesianddeship. As a result of
the acquisition, processing and analysis of theikcap material obtained
in the survey, using the questionnaire, there wpeesented the conditions
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in the field of the scope of logistics customewsay in the surveyed com-
mercial freight road transport companies.

Subsequently, while taking into account the whdl¢éhe conducted re-
search procedure, on the basis of the collectenapyi data, an attempt was
made to examine the dependence of the areas sfitsgtustomer service
occurring in the surveyed commercial freight tramsgompanies of the
Silesian Voivodeship on the size of these entities.

Results

The first question of the survey questionnairerrefidto conducting inter-
views with customers by entrepreneurs in orderédtemnine the signifi-
cance of the service itself and its individual camgnts. The declaration of
conducting interviews with customers of all markegments was obtained
only from 15 companies. Most entrepreneurs, sirfted&cussed the sig-
nificance of logistics service and its componenith \selected customers.
On the other hand, the technique of interview waisapplied at all in 48
entities. The full understanding of the needs aasett with the level of
logistics service desired by customers and takibtg account their point of
view was therefore indicated by the smallest nunddeentrepreneurs. A
total lack of perception of the need to recogntze ¢xpectations of cus-
tomers towards individual components of logisticstomer service ex-
pressed by approximately a third of the surveyddies is rather disturb-
ing.

As indicated by the analysis of the demographickiged in the survey
form, among 147 surveyed companies, microenteprgedominated,
amounting to 76% of the research population (112rprises). The share
of small-sized enterprises was also significantp@aming to 16.5% of the
total number of respondents (24 enterprises). Atdame time, medium
and large enterprises, together amounting to 7.6%eoresearch sample
(11 enterprises), recorded a small share in theareb.

The continuation of the considerations on the wbbf conducting in-
terviews with customers in order to determine tigmicance of the ser-
vice itself and its individual components is reigtit to the size of the sur-
veyed companies. In connection with the structdreesponses given by
the respondents, in the research into the involmeroé entrepreneurs in
conducting interviews with customers in order ttedmine the significance
of the service itself and its individual componenibe negative correlation
was expected. The conducted analyses confirmedt#iistically signifi-
cant clear correlation at the level of — 0.493efHEfore, it can be concluded
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that the entrepreneurs in larger units carry oetrdsearch among custom-
ers more often and more thoroughly. As much as¥@Pmicroenterprises
do not make attempts to conduct interviews with@uers.

Conclusions

In the light of the previous considerations congegrthe problem of the
implementation of the selected task of managemémagistics customer
service, i.e. conducting interviews with customarsrder to determine the
significance of the service itself and its individiicomponents, it can be
concluded that, in the conditions of the operatddncommercial freight
road transport companies in the area of the Siieégavodeship, it remains
at the incidental level of development.

The distribution of responses of the respondempedding on the size
of enterprises, usually confirmed that along withigcrease in the size of
the surveyed entities, they indicated a growinglégicy to carry out the
measurements in question.

The attempt made to examine the dependence ofctpe ©f logistics
customer service in the surveyed commercial freightl transport compa-
nies of the Silesian Voivodeship on the size obthentities brought satis-
factory result in relation to most of the analyzgdenomena. The analysis
of the primary data, obtained from the responsab®irespondents to the
guestions included in the questionnaire, in refatio the size of the sur-
veyed companies, using selected statistical messcoafirmed the statis-
tically important relationships. Due to low valugfsthe obtained statistical
measures, the conclusions included in the congidasaare of a rather
hypothetical nature whereas the generalizationsdtated on the basis of
the above can be considered as interesting resttasbs, constituting the
contribution to further fundamental research.
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Figure 1. Multidimensionality of customer service
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Abstract

Resear ch background: Knowledge Management (KM) is generally known as the
process of generating, capturing, organizing, stprdisseminating and applying
knowledge in an organization. Every organizatiow$ knowledge as a very valu-
able asset, as need for better management of kdgevleas become imperative for
organizations to remain ahead of competitors, gaipularity among equals and
become an integral asset for organizational funefites. There is a clear indica-
tion that banks, both in the public and privatet@es; can highly benefit from the
adoption of KM. Nevertheless, one general questiiges: which sector would be
better off with the adoption? Since KM demands kexestments of its enablers, a
careful knowledge management process should beirgdrso as to determine a
better KM implementation for sustainable success.

Purpose of the article: This study aims to examine the knowledge managemen
processes as practiced by designated public andt@rbanks in Sri Lanka through
an empirical analysis to determine whether theeedifferences in the knowledge
management practices of the two sectors.

Methods: The unit for analysis is banks i.e. both in thélmuand private sectors.
The questionnaires were distributed to all the rgarmin various branches of the
banks so as to record a high rate of return. Thezdwo sections in the question-
naire whereby each one addresses each of the iy sbjectives respectively. A
total of 159 responses were gathered through a&gwi/questionnaires containing
24 questions related to the six constructs of th ptocess. SPSS version 23.0
was employed for statisticalanalysis.
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Findings & Value added: The result showed that there is a statisticalyachari-
ance in the mean of knowledge process scopes angridiMices between both the
banking sectors in Sri Lanka. This study contrisute the existing body of
knowledge by bridging the gap in researches coirng®M practices in the bank-
ing sector. The novelty of this research lies sattempt at comparing KM pro-
cesses as practiced in the public and private sbattks in Sri Lanka. The empiri-
cally derived findings offer practical recommendas to the banking sector were
also enriched with the application of instrumenhtt thave been proven to be relia-
ble and valid.

I ntroduction

Every organization finds knowledge as a very vaeasset, as need for
better management of knowledge has become imperftivorganizations
to remain ahead of competitors, gain popularity mgnequals and become
an integral asset for organizational functionadititn addition, organiza-
tions are geared towards using knowledge assetaegies and thereby
developing tools and systems to achieve the defgpeals (Nugulube,
2015, pp. 3-6). In Sri Lankan, banking sector salategorized according
to intense competition among players and this mahkeglayers to man-
date employ strategies and establish knowledgdsadsat are inimitable.
The significant role of banking regarding this canbe overwhelmed in
the development of the national economy in as aleyhgrecisely after
private banks were established, alongside the @ilalnk, so as to provide
more financial services and opportunities for eitides. As of 2018, there
were 26 licensed commercial banks in Sri Lankandgated on the Central
Bank of Sri Lanka website (www.cbsl.gov.Ik). Thesea clear indication
that banks, both in the public and private sectcas, highly benefit from
the adoption of KM. Nevertheless, one general dquestrises: which sec-
tor would be better off with the adoption? Few afehe opinion that pri-
vate banks display a much more efficient responsendrket demands;
meanwhile, public banks are seen more as bureauanatitutions due to
their complex operating system that often hindaesrtpotential progres-
sion. Nonetheless, there exists a gap regardinggfadtices in the dis-
course of banking sector. Therefore, the objectfdhkis study are:

1. To determine the extent to which KM processes aiagopracticed in

the public and private banking sectors; and
2. To compare the implementation of KM processes a&ggharacticed in
the public and private banking sectors.
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Prior studies have acknowledged and discussed sbérie important
key elements or constituents in the knowledge mamagt process name-
ly: identification, acquisition, storage, sharingdamplementation (Bashir,
et al., 2014, pp. 89-95); creation, acquisition, sharstgrage and imple-
mentation (Gholamét al., 2013, pp. 205-216); creation, capture, organiza-
tion, storage, dissemination and application (Kam®iAslam, 2015, pp.
153-168); and knowledge creation process and firnovation of SECI
model that was developed by Nonaka and TakeucB®5)19n general, KM
require a process that involves knowledge generatisage and applicabil-
ity. Referencing this literature, researchers hiaeatified six known pro-
cesses of KM and those processes are defined ibahleng setting as a
systematic process that creates, acquires, orgarsteres, disseminates
and applies knowledge according to its functioragdacity, sharing related
areas of interest that can further enhance bang@rfprmance. As such,
KM prompts bankers to not only look out for crifigaformation, but also
to creatively manipulate, utilize and re-utilizecbuinformation so as to
produce new input and bridge the resulting knowdedgp. This can posi-
tively affect the sector’s productivity, if it ichieved as discussed below.

Knowledge Creation: The capability to learn can be found in the crea-
tion of knowledge (Ng Sin Pei, 2008, pp. 1-3). Gieaof new knowledge
is mandatory as it discovered to be key input fgaaization’s innovative.
New technologies, new products or services, newarorgtional structures
and new processes are likely to born out of the ineavative and be cred-
ited to KM. Therefore, making a creative throughoktedge should be
priotize, while considering knowledge innovativaly organizations. In
generating new knowledge, the organization shoddcértain that, the
organizations have a potential or hidden beneftstihe source of competi-
tive advantage for the sustainability and contingraiwth that creates the
require wealth (Ng Sin Pei, 2008, pp. 1-3).

Knowledge Acquisition: involves the process of learning and acquiring
suitable knowledge from different sources and twald be internal and
external sources. This type ok knowledge acquisisccredited to experts,
experiences, relevant documents, plans and otheces Process map-
ping, interviewing, concept mapping, laddering, esli;g, educating and
training are conventional means of knowledge adiuis(Gholamiet al.,
2013, pp. 205-216).

Knowledge organization: entails document description, indexing and
classification Birger, 2008, pp. 98), which ultimately results anset of
refined knowledge. In knowledge organization, therrent pool of
knowledge is filtered to determine and cross-refeee beneficial
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knowledge in different dimensions for a varietypsbducts and services.
Contextual knowledge is thus produced to enabke ibe implemented,

revised and studied for sustainability i.e. in terof relevance and contem-
porariness.

Knowledge Storage: knowledge that can be found in an organization’s
archive is commonly referred to as organizationaimory. The best ways
to physically store and organize knowledge areutnoinscribed records,
organized information kept in electronic databasegssified human
knowledge kept in professional systems, and doctedeprocesses and
procedures. Non-physical storage of knowledge wdngldn the form of
human brains, or in this context, employees’ thntwledge. Process ap-
plications are useful knowledge repositories widiue beyond supporting
the development business processes that has beeoved upon (Gareth
& Svetlana, 2016,pp. 305).

Knowledge dissemination: knowledge sharing motivate organizations
such as banks to come together and activate knge/edrtals into use,
rather than separate silos of knowledge (Lafreréeed, 2013, pp. 2). Dis-
semination of knowledge should be encouraged arknogledgeable and
experienced staff that possess such useful knoeletlge knowledge is
disseminated through a common language by usirlg tbat are common
tool that every member of staff understands. Tlyeired Knowledge may
be shared among the employees during seminarsgereockes, team-
building exercises, written reports, websites, @aenance appraisals and
conventional programs.

Knowledge Application: is best defined as the actual application of
knowledge in the process of knowledge managemeatddition, when the
knowledge more significant, active and pertinent for the firm while the
firm is trying to create value is known to be apation knowledge applica-
tion. The performance of organization is driventbg ability to apply its
knowledge. When knowledge is effectively and effittly utilized, the
operational cost as well as overhead cost of suganization can be re-
duced and improvement on the organizational efimyavould be recorded
(Lafreniéreet al, 2013, pp. 2).

Resear ch methodology

In this study, the unit for analysis is banks leth in the public and private
sectors, whereby in each, a survey on the variablenanagers is carried
out. One of the questions in the interview asksthdrethe bank prescribes
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to any KM program, and the response is used inrmd@teng the partici-
pants in the survey. In certain cases, the bankiaf were prompted to
illustrate the KM initiatives that they have undéwtn. The questionnaires
were distributed to all the managers in variousbinas of the banks so as
to record a high rate of return. There are twoigestin the questionnaire
whereby each one addresses each of the two styelgtiobs respectively.
A total of 159 responses were gathered from th&sand included in the
analysis. The questionnaire included 24 stateminatis measure the KM
processes adapted from Lawson’s (2003) KM Assessretrument
(KMAI). It entails a five-point Likert scale whergll = strongly disagree
and goes up the scale to 5 = strongly agree. Theewgunstrument was
distributed among 30 bankers from the private analip sectors to ensure
if they are thoroughly appropriate, reliable andnpoehensive, especially
for the context of Sri Lanka.

Results

SPSS version 23.0 was employed to measure théiligjiaf the variables
i.e. by testing their consistency and stabilityeT@ronbach’s alpha value
for Knowledge Creation (KC) was 0.907, Knowledggthae (KCA) was
0.880, Knowledge Organization (KO) was 0.898, Kremige Storage (KS)
was 0.942, Knowledge Dissemination (KD) was 0.7808d Knowledge
Application (KA) was 0.851. All the Cronbach’s afplialues had exceeded
0.8, except for knowledge dissemination; hence, rimbility analysis
confirms that all the items are accurate and ctersis

The correlation for each dimension was then obthifeg each item, the
highest correlation with at least one other iteroutth be between 0.3 and
0.9. All the variables had displayed values witthiis range, which implies
that the constructs correlated adequately.

The descriptive statistics for the items in KC, KOO, KS, KD and
KA constructs were presented and the mean valuesllfthe items were
above 3. This means that the respondents geneagitged that the
knowledge process was being practiced in both thdigpand private sec-
tor banks in Sri Lanka. For each of the items, litghest correlation dis-
played with at least one other item was betweerafd30.9, signifying that
all the items correlated adequately. Based ondhelts of the Exploratory
Factor Analysis (EFA), the Kaiser-Meyer-Olkin (KM@jatistics for KC
was 0.835, KCA = 0.754, KO = 0.803, KS = 0.834, KD.661 and KA =
0.793, which are all considered to be good.
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Structural equation model was used to assess thf@ratory factors
analysis on employee to estimate, so that ovemalhsurement model
would be estimated. All the loading items in theaswement model lies
between 0.73-0.93, while the composite reliabsitianges from 0.75-0.94
and values of AVE come between 0.61-0.81 as showing table 1, to this
end, these result is an indication that, the datéar convergent validity is
met.

The following table shows the scores for all the Kkbcesses i.e. the
mean and standard deviation for both the public @indate sector banks.
The private sector banks recorded an average meane ®f 3.16 and
standard deviation score of 0.737. Meanwhile, thielip sector banks are
recorded an average mean score of 3.35 and staddaiation score of
0.733. In the private sector, above average meadarfeatings were record-
ed by four of the KM processes namely KS, KA, K@ &D in that order,
with the lowest score recorded by KO. All the rel=at scores for standard
deviation are lower than one, signifying a consistating of all the ele-
ments by the respondents. Meanwhile for the puddictor banks, above
average mean factor ratings were recorded by thirdbe KM processes
namely KO, KS and KA in that order, with the lowasbre recorded by
KD. The standard deviation scores for all the psses in the public sector
banks were also all below one. Based on the resiilthe analysis, the
comparison of the mean scores for the knowledgegssodimensions and
the mean scores for all the KM processes betweerpitivate and public
sector banks showed statistically significant dédfeces.

Conclusions

This study contributes to the existing body of kiemige by bridging the
gap in researches concerning KM practices in tmkibg sector. The nov-
elty of this research lies in its attempt at corm@mpaKM processes as prac-
ticed in the public and private sector banks inl%mka. The empirically
derived findings used to offer practical recommeioas to the banking
sector were also enriched with the applicatiomsfruments that have been
proven to be reliable and valid. The theoreticadliings presented in litera-
ture concerning the six KM processes had beersstatly proven by the
factor analysis results.

With regards to the first study objective, it wasid that over 70 per-
cent of the respondents have a certain level oivlesige on KM. KM pro-
cesses that are less systematic and not propephade are managed by 40
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percent of the branch managers. In addition, 6@guerof the managers
were not certain if some of their practices weuntyta part of the KM pro-
cesses. Overall, the findings recommended a needofmal establish-
ments that can communicate KM initiatives amongst banks. With re-
gards to the second study objective, it was folnad the respondents have
a certain level of knowledge on KM processes amd tespondents from
the private sector had shown a higher awareness$ éévformal KM pro-
grams in their banks. Based on the mean scordaeatdt was indicated
that both banking sectors only practiced KM proesssoderately. Effec-
tive KM practices cannot be achieved without thashment of a com-
prehensive KM program and improvement on the implaation of the
KM processes. The analysis results indicated aifgignt difference be-
tween the public and private banks’ KM procesdas;public sector banks
showed higher scores on three out of the six KM@sses, signifying that
they have more responsibility in terms of commursgrvice within the
community in which they operate. Facilities suchrdgrmation technolo-
gy (IT) are better provided by the private sectamks. Most of the banks in
both sectors have some form of database, repostayknowledge appli-
cation use in place.

The recommendations below function as a guidetitiiionalizing an
appropriate KM Program:

1) Communicate all KM strategies to the employeegrisure alignment
between the KM initiatives with the banks’ visionission and objectives.
2) Knowledge sharing initiatives need to be intémed to ensure sustaina-
bility of the benefits attained from the KM implenmation and of the gen-
eral success of the banks. The role of IT as ahlenaf KM must be duly
acknowledged to ensure proper implementation of thgks. Since
knowledge sharing is largely dependent on huméesstpport of IT infra-
structures is highly essential. It is apparent #thtances on the knowledge
of KM processes is currently lacking in the banksaegtor.

Additionally, the recommendations are hoped to dxeeficial in provid-
ing insights as to how the banks can properly degatineir KM processes,
in such a way that would give them competitive adiage in dealing with
global challenges and fulfilling stakeholder expd¢icns.
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Annex

Table 1. Validity Testing

! Average
Factor Composite Variance
Construct Items ’ Reliability
Loading (CR) Extracted
(AVE)
Knowledge Creation (KC) KC4 914 0.914 0.731
KC3 .905
KC2 .930
KC1 .837
Knowledge Capture (KCA) KCAP4 .948 0.897 0.691
KCAP3 729
KCAP2 .955
KCAP1L .648
Knowledge Organisation (KO) KO4 .740 0.906 0.711
KO3 959
KO2 699
KO1 .942
Knowledge Storage (KS) K4 .846 0.943 0.806
KS3 960
KS2 968
KS1 .807
Knowledge Dissemination (KD) KD4 732 0.752 0.656
KD3 868
KD2 705
KD1 961
Knowledge Application (KA) KAPP4 .887 0.856 0.606
KAPP3 728
KAPP2 803
KAPP1 846

Table 2. Comparison of Mean Scores for Private and Public Sector Banks in Sri
Lanka

Ranking Mean SD tvalue Significance

KN Process

Private  Public Private  Public Private  Public Private  Public . .
Private  Public

Knowledge
Creation (KC) 3 5 3.25 3.16 0.721 0.704 8.216 8.708 0.000 0.000

Knowledge

Capturing 5 4 311 322 0712 0622 3447 2769

(KCA) 0.000  0.000
Knowledge

Organisation 6 1 2.86 367 0.73 0.801 2822 2897

(KO) 0000  0.000

;2?;2?2&% 1 2 3.31 3.58 0701 0784 3422 5586
0.000 0.000

Knowledge

Dissemination 4 6 3.18 31 0.78 0.721 7.273 6.433

(KD) 0.000  0.000
Knowledge

Application 2 3 3.27 341 0775 0767 2368  3.253

(KA) 0.000  0.000

Average
Mean Score 3.16 3.35 0.737 0.733
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Abstract

Research background: Already today, there is a massive introduction yifer-
physical systems into production and breakthroughsnprecedented industries -
artificial intelligence, robotics, the 10T, 3D pting, hanotechnologies, autono-
mous machines, drones, virtual assistants, blogkeht@chnology, quantum com-
puters etc. In varying degrees, these changest dffeavhole society. In the field
of business, and in particular in the theory aracfice of supply chain manage-
ment, today we can see the use of the terms “Difitpply Chain”, “Supply Chain
4.07, “Digital logistics”, “Smart logistics”. Thiglemonstrates the relevance of the
implementation of digital technologies in the pieat activities of manufacturing,
trading, and logistics companies, interconnectechétyvorking in the process of
moving products or services to final consumerstuim, this causes fundamental
changes in the structure of supply chains, thegirtass processes and behaviors,
making existing approaches to management obsoléerefore, modern compa-
nies and their supply chains should be ready tetfoning in the digital environ-
ment.

Purpose of the article: The purpose of the article is to conduct a thohostydy of
the threats and opportunities for companies tcsttiam to a digital format of doing
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business in supply chains and the influence otaigechnologies, where they can
have the greatest effect on each parts in the gbglin.

M ethods Theoretical and empirical research methods aré wsthe article.
Findings & Value added: As the result of a thorough study of the pathd ap-
portunities of digitalization of supply chains asew paradigm, this study will be
valuable to both scientists and practitioners. i8iSes will be able to understand
the conceptual transformation of supply chains utide influence of digital tech-
nology. Practitioners will learn how to successfulse digital technology to create
competitive advantages, reduce costs, acceleratyation and build various de-
velopment scenarios.

I ntroduction

Over the recent years business environment hasrgome significant
changes: production time duration has reduced deretbly, product life
cycle has reduced, product variety and complexag imcreased, mass
production is being displaced with mass custontmaif products and
services. Particularly noticeable are the changebe fields where infor-
mation technologies, quick flow of information andw forms of interac-
tion with clients are of critical importance. Iniglcontext a global trend in
the development of global industry is its moving/iéods the ‘Industry 4.0’
level and penetration of information technologiatiall the fields and
aspects of human activity.

In the field of business, and, in particular, ie thheory and practice of
supply chain management active dissemination of'ltidustry 4.0’ and
‘digital economy’ ideas can be traced. Already nowe may observe the
appearance and the use of the terms ‘digital sugipin’, ‘supply chain
4.0, ‘digital logistics’, ‘smart logistics’.

Hence, modern companies and their supply chaing getsready for
such changes, through their conscious selectionaaiustment of their
logistic systems to the functioning in the digigalvironment.

The purpose of the article is to conduct a thorosigidy of the threats
and opportunities for companies to transition tdigital format of doing
business in supply chains and identifying supplgicldevelopment drivers
in Industry 4.0 and the influence of DT, where tlieyy have the greatest
effect.

Application of a set of general scientific and ergail methods of re-
search will contribute to the achievement of thalgset.

Research methodology provides specific descriptbrthe research
methodology based on 3 consistent steps.
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The results include a detailed elaboration of esiep envisaged by the
research methodology.

Conclusions include the results of the study iroed@nce with the pro-
posed research methodology, implications and recamdations for prac-
tice.

Resear ch methodology

The following research methodology is suggestdterpaper:

Step one: Identification of supply chain developtndrivers in the
conditions of ‘Industry 4.00n the basis of critical analysis of sources and
systematizationf data of the recent researches and publicatiotiseifield
of topical trends and key market requirements ppluchain development.

Step two: Determination of the effect of DT on saaspects of supply
chain functioning in the cross-section of strategicl operational changes
on the basis of data systematization and comparatmalysis of the recent
researches and publications.

Step three: Study of the threats and opportungfesompany transi-
tion to the digital format of doing business in glypchains.

The subject to further research is find out the cearent situation re-
garding the level of business representatives’ emess about the effects of
digital technology implementation in the activity enterprises (using a
guestionnaire survey of managers of Ukrainian eniess).

The final step is contrasting the results of thesarvey made with the
results of other researches and with the conaissitbpawn in the course of
performance of steps 1-3 for the sake of confirningefuting the tendens-
es found out during research.

Results

The notion of "digitalization" is closely related the concept of digital
economy and Industry 4.0 (Vas#h al., 2018, pp. 63-76). The potential of
digitalisation seems enormous and affects a lawgaber of industries,
from agriculture and energy, logistics, IT and cammications, to mechani-
cal engineering and vehicle manufacturing.

At the same time there should be mentioned thenabsef a unique,
sustainable understanding and interpretation dfi Hotlustry 4.0’, ‘digital
economy’ concepts, and related terms in the fiéldigital supply man-
agement like ‘digital supply chain’, ‘supply chadn0’, ‘digital logistics’,
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‘smart logistic’. Such situation makes its consaddy more complicated to
identify the key drivers on the way to the develemtnof modern supply
chains.

1. Identification of supply chain development drivémsthe conditions of

‘Industry 4.0’

In table 1 the core trends determining supply cligwvelopment in the
nearest future according to the versions of thditeaconsulting and lo-
gistic companies of the world by the key spheresftience are provided.

The above trends allow to draw a rather clear pctof the require-
ments to the SCM model in the nearest future. Antbeg of considerable
importance along with the traditional focusing & ttapacity of internal
process and supply chain structure improvementiraaréasing role of DT
therein are the requirements of the surroundingremwent, in particular,
clients as to environmental friendliness, sociaponsibility, sustainable
development as well as digitalization of marketeofdnd purchasing pro-
cess format.

Critical analysis of the above trends, as well as dccount of the spe-
cial features of the modern client’s portrait alltavpoint out key require-
ments to SCM in the times of digital transformasipwhich constitute the
main consequence of the Industry 4.0 era, as wdlainfluence of inno-
vative technologies on digital economy (Figure 1).

Analysis of the core trends and requirements t@lsughain develop-
ment allow us to identify the key supply chain depenent drivers. Their
composition is represented in Figure 2.

Thus, in order to achieve economic growth in theditions of increas-
ing digitalization, supply chains must be both @ént, flexible, and re-
sponsible.

2. Determination of the effect of DT in the cross-gmttof strategic and
operational changes in supply chains.

Figure 1 visually reflects the opinion of the auth@about the role of
innovative technologies of digital economy as aedral part of SCM, the
effect of which, in fact, penetrates all the fielofsactivity and decision-
making in supply chains. At the same time, it wobédexpedient to split
this influence by the intensity of integration, mgibuilt into the selected
business model of the supply chain.

Hence, innovative technologies of digital economgynplay either
supporting or key role. In the former case one spgak about preserva-
tion of the classical approach to SCM, while in kaeer — about complete
transformation of SCM and transition to the digitaddel of management.

While the classical model of SCM is conceptuallg amethodologically
well-developed, the concept of the digital modelS@M is just under de-
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velopment. It is premature to state that there éeep-designed universal
paradigm of transition from classical to the digiteodel of management
(Bruskinet al, 2017, pp. 264-274).Therefore, at the given s@ig8CM
development, of interest is the study of innovateehnologies of digital
economy, that play a supporting role in SCM andatifieation of the fields
of activity that will enable to improve classicabdels of SCM.

On the basis of analysis of the latest researchdgpablications dedi-
cated to the review of global DT, we consider ibtoexpedient to systema-
tize available information and to determine theibasmposition of DT fit
for use at two levels of supply chain managemedrdategyic and operation-
al, with reflection of the key business effects aedpective strategic or
operational changes (Table 2).

3. Study of the threats and opportunities of compaagsition to the digi-
tal format of doing business in supply chains.

According to International Data Group’s 2018 DigiBasiness Survey
(Solis, 2018) despite the fact thedbnnected devices are flourishing as
predicted, for most enterprises, the transitionataligital-first business
model has been more cautious and methodical.

In our opinion the most important problem of dibittansformation is
that - many people are still fuzzy on exactly whameans and how to
implement it.

In this context we share the opinion of (Vasinal, 2018, pp. 63-76)
concerning dependence of the success of any irdtioduof DT on educa-
tion, personnel training, development and managémemnovative hu-
man resources, management of talents.

Conclusions

The following results have been obtained in thielart

1. Supply chain development drivers in the conditiohtndustry 4.0 have
been identified.

2. The effect of basic supply chain innovative tecbgas on the strategic
and operational level of the classical model of ag@ment, including,
SCM, has been identified.

3. Key threats and opportunities of company transitothe digital format
of doing business have been determined.

We consider that this study will be valuable tohbacientists and
practitioners. Scientists will be able to underdtathe conceptual
transformation of supply chains under the influentealigital technology.
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Practitioners will learn how to successfully usgitdi technology to create
competitive advantages and build various developseenarios.

References

Adamczewski, P. (2017). Adaptacje systemow ICT nmesnych organizacji w
procesi transformacji cyfrowePrace Naukowe Uniwersytetu Ekonomicznego
we Wroclawiy475.

Almada-Lobo, F. (2015). The Industry 4.0 revolutamnd the future of Manufac-
turing Execution Systems (MES)Journal of Innovation Managemerg(4).
doi: 10.24840/2183-0606_003.004_0003.

Bruskin, S.N., Brezhneva, A.N., Dyakonova, L.P.toKa, O.V., Savinova, V.M.,
Danko, T.P., & Sekerin V.D. (2017). Business Pemiance Management Mod-
els Based on the Digital Corporation’s Paradigfaropean Research Studies
Journal, XX4A).

Corcoran, P., & Datta, S.K. (2016). Mobile-edge poting and the Internet of
Things for consumers: Extending cloud computing sevices to the edge of
the networklEEE Consumer Electronic Magazind4h

Solis, B. (2018). State of Digital Transformatioreg®rt. IDG. Retrieved form
https://cdn2.hubspot.net/hubfs/16246/Digital%20Bass%20Executive%20S
ummary_FINAL.pdf?t=1534395051.

The Top Supply Chain Trends that Will Impact SupPlyain Management in 2018.
(2018). A publication of Cerasis. Retrieved formtpht//cerasis.com/wp-
content/uploads/2018/02/The-Top-Supply-Chain-Trethds-Will-Impact-
Supply-Chain-Management-in-2018.pdf.

Ustyuzhanina, E., Evsukov, S., & Komarova, |. (2018etwork Economy as a
New Economic SystentEuropean Research Studies Journal, (8XI

Vasin, S., Gamidullaeva, L., Shkarupeta, E., Ralat., & Vasina, T. (2018).
Emerging Trends and Opportunities for Industry B€velopment in Russia.
European Research Studies Journal, (8XI

Vlasov, A.l., Grigoriev, P.V., Krivoshein, A.l., 8khnov, V.A., Filin, S.S., &
Migalin V.S. (2018). Smart management of technaegipredictive mainte-
nance of industrial equipment using wireless senstworks.The Internation-
al Journal “Entrepreneurship and sustainability igs”, 6(2).

6 Supply Chain Trends That Could Truly Shake You (2018). Logistics bureau.
Retrieved form https://www.logisticsbureau.com/@ysiy-chain-trends-that-
could-truly-shake-you-up/.

108



Annex

Table 1. Trends determining supply chain development inrtbarest future in the

version of the leading consulting and logistic camigs
Key areas of supply chain trends by the version of:

L ogistics Bureau Cerasis BVL International

1. Increasing dependency Data-visualization 1. Increasing Customer

on IT and software Increasing Perfect Order Deliveries expectations

applications. Sustainable Practices 2. Networked (digital)

2. Priority of Agile Dominating Service Supply Chains economy

decisions. Standard Certification Process of3. Cost pressure: Customers

3. Increasing Customer Supply Chain Management continue to expect low costs.

expectations Increasing the Role of Social Media Although other require

4. The key value of in Supply Chain Management 4. Globalization

supply chain knowledge Flexible Processes and Elastic5. Talent shortfalls

5. Coopetition and Systems 6. Volatility

partnership Omnichannel Supply Chains 7. Sustainability pressure
Focus on Integrating the Long Tail8. Increased risk and
of Supply Chains disruption
More 3PLs 9. New technology

Attracting New Talent

Digital Supply Chains
Source: the study based @Supply Chain Trends That Could Truly Shake You2018; The
Top Supply Chain Trends that Will Impact Supply @Hdanagement in 2018, 2018).

Table 2. Basic supply chain innovative technologies, tleffect on the strategic
and operational level of the classical model of agment includinCM

Supply
Chain Innovative Level of management changes Business effects
technologies*

Artificial Strategic  (change corporate system ofncreasing prognosis reliability

intelligence information management) Increasing business process efficiency
Operational (change different areas ofReducing planning costs
operational planning) Reducing risks

Advanced Strategic (change strategic planning, corporat®ptimization of business processes by

analytics, Big system of information management) quickness, quality and efficiency

Data analyses Operational (change different areas ofReducing planning costs

operational planning, especially logistics,
purchasing, distribution)
Internet of Things Strategic (change corporate system oDptimization of business processes by
(1oT) information management) quickness, quality and efficiency
Operational (change different areas ofincreasing Perfect Order Deliveries
operational planning, especially logistics,Reducing costs
purchasing, distribution and production, also
asset management through installation of loT-

equipment)
Intelligent things, Operational (change system of asset, logistic€)ptimization of business processes by
Smart objects product and service management) quickness, quality and efficiency
Reducing planning costs
Increasing Perfect Order Deliveries
Conversational Operational (change system of communicationgncreasing efficiency of
systems and transactions with clients) communications with external

environment




Table 2. Continued

Supply
Chain Innovative Level of management changes Business effects
technologies*
Robotic  process Operational (production process automation) Optnin  of production processes
automation by quickness, quality and efficiency
Immersive Strategic (change goals, products) Optimization of production,

technologies

Operational (enhanced repair and maintenanogarehousing, transportation processes
capabilities in manufacturing, logistics andby quickness, quality and efficiency
warehousing,  obtaining  of  exhaustiveIncreasing Perfect Order Deliveries
information about freight via scanning)

Blockchain

Strategic (change strategic planningpomte Optimization of through business
system of information management, financialprocesses along the supply chain by
system, control system of network and financiabuickness, quality and efficiency
transactions) Reducing the costs of economic agents’
Operational (change operating planningcontracting, allowing managing the
financial basis of transaction with clients,companies’ operational risks and
format of contracts or traceability and controlling the costs of the network and
authentication) financial transactions

Predictive
Maintenance
Technology

Strategic  (change corporate system oDptimization of production business
information management) processes by quickness, quality and
Operational (enhanced repair and maintenancefficiency

capabilities in manufacturing)

SMAC  (soc

ial,

mobile, analytics

Strategic  (change corporate system ofptimization of business processes by
information management) quickness, quality and efficiency

and cloud) Strategic (change different areas of operationaReducing costs
information management, relationship with
clients)

Cloud Computing Strategic  (change corporate systeofi —Business process acceleration
information management) Reducing informational costs

Operational (change different areas of
operational information management)

Smart electronic

Strategic  (change corporate system oBusiness process acceleration

systems information management) Reducing informational costs
Operational (change different areas of
operational information management)

3D Printing Strategic (change corporate  manufamgur Production diversification
management, goals) Reducing producing costs
Operational (change system of production)

Drones Operational (change system of distribution)  Increasing Perfect Order Deliveries

Reducing delivery costs

Wireless Operational (change system of distribution,Increasing Perfect Order Deliveries

communication logistics and assets management) Reducing logistics costs

(RFID, GSM,

GPS, etc)

Remote and Operational (change system of assetsReducing inventory costs

mobile assets manufacturing and inventory management)

Electronic Strategic  (change corporate system oReducing the costs of economic agents’

currency information management, financial system) contracting

Operational (change financial basis ofOptimization of financial transactions
transaction with clients, format of contracts or
traceability and authentication)

Sourcethe study based on (Adamczewski, 2017, pp.11-22cdtan & Datta, 2016, pp. 73-
74; Almada-Lobo, 2015, pp. 16-21; Vlasehal., 2018; Cook & Das, 2005).
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Abstract

Research background: Intellectual capital has become one of most immrta
resources which provide sustainable competitiveaathge for a company. Despite
it there is no unique approach to the concept llactual capital. Different con-
cepts are used for the intellectual capital meaiingcientific literature and legis-
lation, for example, intangible assets, intangibletellectual property etc. Differ-
ent interpretation of the concept of intellectuapbital impedes it perception.
Purpose of the article: is to reflect the results of the authors’ conddcservey
among Latvian business sector representatives aimmawestigate the perception
of the Intellectual capital and its elements.

M ethodology/methods. Expert survey among accounting managers (and other
related position holders) representing differentvlamn companies — was conduct-
ed, using the authors’ own developed questionn&espondents were offered to
evaluate pre-determined statements regarding tteeafdntellectual capital and its
elements. Analysis was performed by calculatingd@iencies” in SPSS environ-
ment.

Findings & Value added: The survey results showed that financial experts’
awareness of intellectual capital is quite limit&tey take into consideration only
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one component of intellectual capital: knowledge @axperience of employees.
Respondents do not link the intellectual capitathwa value. Thus, intellectual
capital is not to be considered as an asset timatresmte value. One of the reasons
could be difficulties in evaluating this assetvadl as problems in calculating the
return on the asset. This limited view, probablgs been caused by the lack of
consistency between definitions of the concept idexv by different researchers,
as well as by inconsistency in legislation, accannoy and financial standards.

I ntroduction

During last three decades, the issues regardinginteiectual capital
measuring and managing have been discussed venyefrdy in the aca-
demic environment (Guthrieet al., 2012, pp.68-82; LentjuSenko-
va&lLapina, 2016, pp. 610-63Bhmed&Anifowose, 2017, pp. 373-399;
Jordao&Novas, 2017, pp.667-692 and others). Tadégllectual capital is
often mentioned as a unique resource for compahigscan provide a
certain competitive advantage. Intellectual capit@t been acknowledged
at the European Union level (the European Commisisas funded a num-
ber of research projects), and at the level ofowariinternational organiza-
tions (such as the Organisation for Economic Caatpen and Develop-
ment (OECD)), which call for greater attentionhe use of this resource in
the operation of enterprises. However, in the lmssnenvironment, this
resource is associated with difficulties, whichueel the possibilities for its
use, for example, copyright protection mechanidmswledge accumula-
tion, problems in building storage and exchangdesys, staff turnover,
lack of financial resources needed for the purcludigbe required amount
of intellectual capital, problems of recording tessources in accounting
etc.

The goal of the current paper is to reflect thellteof the authors’ con-
ducted survey among Latvian business sector repses aimed to in-
vestigate the perception of the Intellectual cajital its elements.

The research hypotheses were stated, as follows:

H1: There is no in-depth understanding of the concépttellectual capi-
tal among financial experts in Latvia.

H2: Financial experts understand the intellectual cab#s a knowledge
and experience of company’s employees.
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To achieve the research goal and to test the hgpisthexperts — mainly
accounting managers representing different Late@mmpanies — were sur-
veyed, using the authors’ own developed questioenai

Respondents were offered to use Likert-type 5-psiatie for grading,
where “1” indicated “absolutely disagree” and “5absolutely agree.

Initial analysis was performed by calculating “foeqcies” in SPSS en-
vironment. Procedure of ranking was made, basethematings “4"+"5”
frequency.

Concept of intellectual capital

Despite the fact that the concept and nature efl@dtual capital have been
studied at large, there is a lack of a common wtdeding of its role in the
company’s sustainable development along with trengimg environment
and situation in the world economy and in each s#pacountry. In the
scientific literature, intellectual capital is inpeeted in different ways: as a
resource, as an intangible asset, or as knowletgs. concept has been
frequently studied and is still being studied ie ttontext of changes in the
company’s financial performance or when tryingitalfout how intellectu-
al capital affects the profit margins and the comyfmvalue.

Apart from the concept of intellectual capital,feient authors distin-
guish a variety of intellectual capital componeatsform its structure in
different ways. Intellectual capital is traditiolyaldivided into three
groups/components: human capital (in the sensaeotompany’s human
capital), organizational capital and relationalitslp Each component of
intellectual capital consists of several elemertiictvare defined different-
ly by different researchers. In general, commondsecan be observed in
the distribution of these elements, whereas then rddferences are in the
element name. In previous studies conducted by atlmdors a four-
component structure of intellectual capital waseffl. At organizational
level, the authors offered to structure intelletapital into four compo-
nents, which would allow the organization to easityer them in the ac-
counts, use them and analyse their changes: huaptalc business pro-
cesses, technologies and intangible assets (Len{oga&Lapina, 2016,
pp. 610 — 631.). Each of these components is forinoed a variety of ele-
ments: knowledge, intellectual property, compumworks, brand, qualifi-
cation etc.

In previous studies conducted by authors it wasidouhat one of the
factors influenced intellectual capital developmisriiack of unique under-
standing of the concept of intellectual capitalefiéhare different concepts
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using in scientific literature, legislation and aootancy standards
(LentjuSenkoveet al., 2018, pp. 215-223.). This factor plays an impdrtan
role in intellectual capital management and develemt at enterprise level.

Resear ch methodology

To investigate the perception of the concept allectual capital and in-
volving elements, the authors developed a quesdioarthat was dissemi-
nated between experts in a financial field — maidynong accounting
managers.

Respondents were offered to evaluate several statsmegarding the
essence of Intellectual capital, as well as to esptheir viewpoint about
pre-determined IC elements. The questionnaire desigresented in the
Table 2.

Statements included into the questionnaire and tladels used for
analysis are presented in the Table 2 and Table 3.

Respondents used 5-point scale to express thigirdatt(“1” — absolute-
ly disagree, “5” absolutely agree).

The authors received 29 completed questionnairesidered as appro-
priate for data processing. Frequency analysispgag®rmed to analyse the
data, as well as ranking procedure was used tomiete the most common
understanding of the concept of Intellectual cépaad to identify assets’
items and business activities assigned to theldatelal capital from the
viewpoint of respondents.

Resear ch results

Table 5 and Table 6 present the results of frequanalysis.

The authors conclude that financial experts doassbciate intellectual
capital with value. Most frequently, respondents lintellectual capital
with ,knowledge and experience of company’s empés/e(86.2% of re-
spondents). The least popular definition is ,Conyaiong-term intangi-
ble investments”.

The authors conclude that the majority of entrepues do not have an
in-depth understanding of the nature of intellectagital — what they un-
derstand by intellectual capital is only one elehwdrintellectual capital.

Calculating the frequencies of “4” and “5” ratdse titems perceived by
respondents (respondents agree/absolutely agredjtelfectual capital
elements are:
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1. Staff competence (93.1% of respondents)
2. Business processes (69% of respondents)

Regarding some elements (Brand, Marketing plansa Dases, Cus-
tomer loyalty programmes, Patents), the opinionsewgite different — for
instance, many respondents have no clear opiniohrdst of respondents
recognize the importance of “Licences”, “Patent®rand”. It could be
explained with Latvian accountancy standards, wheegces, patents and
brands are treated as intellectual property andnateded in annual finan-
cial report.

The survey results also show a certain inconsigté@me¢he responses.
Most of respondents understand the intellectualtalaps a ,knowledge
and experience of company’s employees”. But atstmae time as one of
important elements of the intellectual capital ansidered the business
processes. This approves the hypothesis of thandse

Conclusions

The given paper presents the results of the autborglucted survey on
investigation the perception of Intellectual cap#ad its elements among
financial experts, mainly accounting managers waykih companies rep-
resenting different business sectors of Latviamenwy.

The survey results showed that what financial espeften understand
by intellectual capital is only one component dfellectual capital. The
respondents do not link the intellectual capitathwa value. This limited
understanding can create stereotypes about thefrol¢ellectual capital in
the company’s activities, limiting the company’sve®pment potential.
There is a risk that the company might not pay ghaattention to the in-
tellectual capital in its possession because eutlal capital is not consid-
ered as an asset that can create value. One ofdkens could be difficul-
ties in evaluating this asset, as well as problentalculating the return on
the asset.

The survey results also show a certain inconsigté@meche responses.
Most of respondents understands the intellectyaitalaas one element of
the intellectual capital, but as most importantredats of intellectual capi-
tal choose many others elements too.

The both hypothesis are approved during the stlilg. results of cur-
rent study continue and approve results gained fsoenious studies con-
ducted by authors. These results could be useolfowing studies regard-
ing intellectual capital management and developraeenterprise.
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Tablel. The concept of intellectual capital in scientifterature 2000-2017 (some

examples)

Author/Au

thors Definition

Petty&Guthrie, 2000, pp. Intellectual capital is an indicator that has ti@lity to generate

155-176

future earnings or financial capital together véthorganization

Jurczak, 2008, pp. 37-45 Intellectual capital is @nnected with each other: knowledge

resources that the organization disposes in cpatitue needed to
gaining competitive advantage in long term.

Kiantoet al., 2013, pp. 12- Intellectual capital comprises the valuable knogkethased

22. resources and the management activities relatégeio

LentjuSenkova&Lapina, Intellectual capital is the organization’s asseéttlincludes the

2016, pp. 610 — 631. organization’s human capital, business processescdgdures and
their descriptions), technologies, and intangibdsets that can be
transformed into tangible and intangible value.

Jordao&Novas, 2017, Intellectual capital is formed of intangible assdist also of the

pp.667-692 relationships between all types of organisatioeaburces, whether

material or immaterial

Source: designed by the authors.

Table 2. Questionnaire design

Section | Respondent profile Comments

Q1 Experience in finance/accounting/related sphereSlosed: 3 alternatives
Q2 Business sector Closed: 5 alternatives
Q3 Company’s size Closed: 4 alternatives
Q4 Company’s operating age Closed: 4 alternatives
Section |1 General questionsregarding IC Comments

Block A Core of Intellectual capital 5 statemeAtsA5

Block B Elements of Intellectual capital 9 elemeRisB9

Source: designed by the authors.

Table 3. Block A statement§guestionWhat of the statements is aligned with your
understanding of Intellectual capital?)

No. Statement L abel

Al Knowledge and experience of company’s employees Staff competence
The company's non-financial and intangible resaithat are

A2 completely or partly controlled by the company &mat rise the Resources
company value

A3 Company'’s long-term intangible investments ligiibtes

Al Intellectual capital is the organization’s asset tan be Value
transformed into tangible and intangible value

A5 Company’s human capital, structural capital andtiahal Capital

capital

Source: designed by the authors.



Table 4. Block B statements (question: What elements

Intellectual capital

involves?)
No. Element L abel
B1 Knowledge and experience of company’s employees Staff competence
B2 Technologies and software Technology
B3 Licenses Licenses
B4 Patents Patents
B5 Brand Brand
B6 Sﬁgﬁ??aigggriseﬂT)l/?srt]e?rz)busmess managemergssr@ocl. Business processes
B7 Data bases (customers, partners, staff and etc. a 2aes
B8 Marketing plans Marketing plans
B9 Customer loyalty programmes Cupsrtg;:ae;]ﬁ)gty
Source: designed by the authors.
Table 5. Frequency analysis results (section Il, block Aajlat
1 2 3 4 5
Staff competence - 3.4% 10.3% 31% 55.2%
Resources - 6.9% 24.1% 51.7% 17.2%
Intangibles - 13.8% 37.9% 37.9% 10.3%
Value - 13.8% 24.1% 44.8% 17.2%
Capital - 3.4% 27.6% 44.8% 24.1%
Source: authors’ estimation.
Table 6. Frequency analysis results (section Il, block Bajlat
1 2 3 4 5
Staff competence - 3.4% 3.4% 41.4% 51.7%
Technology - 3.4% 34.5% 27.6% 31%
Licenses - 17.2% 31% 27.6% 20.7%
Patents - 20.7% 20.7% 27.6% 31%
Brand - 6.9% 37.9% 27.6% 27.6%
Business processes - 3.4% 27.6% 41.4% 27.6%
Data bases - 6.9% 34.5% 41.4% 17.2%
Marketing plans - 20.7% 27.6% 37.9% 13.8%
- 17.2% 31% 41.4% 10.3%

Customer loyalty programmes

Source: authors’ estimation.
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Abstract

Research background: Customer experience management is a new marketing
direction that will allow companies to differengathemselves and gain a competi-
tive advantage. The core ability of companies adgpthe customer experience
management approach is to be able to understatdneeis’ perceptions of their
business that is often significantly different fratime conventional company’s
view. It is important for companies to be able twlerstand customer needs and
manage customer experience.

Purpose of the article:The aim of this article is to analyze marketingtnes and
performance measures, including measuring markgé@rfprmance in new ways
and evaluating marketing accountability and alsdetail determine which of them
are usable in analyzing and managing customer exy&. Another goal is create
and present an organizing framework to help rataiénd researchers understand
and develop customer experience management stategi

Methods: Extensive secondary research of the several hdadveresearch arti-
cles from years 2010-2018 indexed in Web of Scietatabase. Content analyze
of these articles.

Findings & Value added: This article finds metrics to help marketers’ imitves

in increasing firm performance based on their mamgeeffectiveness and their
ability to develop marketing strategies and detaawithe metrics to use for man-
aging customer experience.
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Introduction

Customer experience is increasingly perceived asngortant marketing
concept leading to differentiation and as an eiffectolution for building a
competitive advantage in an open global market.t@dosr experience
management is a new marketing direction that withva companies to
differentiate themselves and gain a competitiveaathge Bolton et. al.
(2014). According to Meyer, Schwager (2007) Customeerience (CX)
encompasses every aspect of a company’s offeemggxfample, advertis-
ing, packaging, features of product and servicase ®f use, reliability or
the quality of customer care. Understanding custoem@erience and the
customer journey over time is critical for compan{emon & Verhoef,
2016). The need to understand the relationshipsngneastomer metrics
and profitability has never been more critical andrketing practitioners
and scholars are under increased pressure to leeanoountable for and to
show how marketing expenditure adds to shareheiglere (Doyle, 2000).
In recent years, there has been a significant &serén the number and type
of marketing metrics that managers can use to measarketing effec-
tiveness and to develop marketing strategies wiéhdoal of increasing
firm performance.

Research methodology

Extensive secondary research based on systematichsand comparison
of information of the research articles from yeafd0-2018 indexed in
Web of Science database. Contextual and sematigs@af these scien-
tific articles. Data analysis from Amadeus databasd analysis KPMG
study on customer experience in United Kingdom.

Results

We first need to clarify the ways marketing actest build shareholder
value. The firm should have a business model taaks how marketing
expenditures influence what customers know, beliewel feel, and ulti-
mately how they behave. These intermediate outcaresisually meas-
ured by nonfinancial measures such as attitudesdahdvioral intentions.
The problem is how nonfinancial measures of manietiffectiveness drive
the financial performance measures such as salgfitspand shareholder
value in both the short and the long run. Long tagsets can be build by
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advertising, service improvements, new product daes. Short terms as-
sets can improve for example price promotions. H@wgethis short mar-
keting action can destroy long-term profitabilifgust et al. 2004). Metrics
wechich is discussed in literature can be categuyizdo seven categories —
(1) brand value metrics, (2) customer value met(@sword of mouth and
referral value metrics, (4) retention and acquisitimetrics, (5) cross-
buying and up-buying metrics, (6) multi-channel gbiag metrics and (7)
product return metrics (Petersen et al. 2009). Atiog to Rust et al.
(2004) can be used conceptual framework for evalusrketing produc-
tivity. One of the framework element is customepaat which has five
dimensions — (1) customer awareness, (2) custosscations, (3) cus-
tomer attitudes, (4) customer attachment and (8jocoer experience. Oth-
er parts of marketing framework are strategiestantis, marketing assets,
market impact, financial impact, impact on the eadi the firm. According
to Gupta and Zeithaml (2006) exist two type of st~ observable and
unobservable. Observable metrics are acquisitieention, cross-selling,
customer lifetime value, customer equity. Unobs&valbe customer satis-
faction, service quality, loyalty and intention purchase. Farris et al.
(2006) categorizes major metrics to 9 categor{@$ share of hearts, minds
and markets, (2) margins and profits, (3) produd portfolio manage-
ment, (4) customer profitability, (5) sales foraadachannel management,
(6) pricing strategy, (7) promotion, (8) advertigimedia and web metrics
and (9) marketing and finance. The following figgteows metrics, which
can be used to measure the marketing effectiveamegoverall fitness of
your business. According to Cirillo and Bloem (2D1firee key metrics
that are most often used are NPS (Net PromoteregcBSAT (Customer
Satisfaction) and CES (Customer Effort Score). NBds for Net Pro-
moter Score. It's a customer satisfaction benchniaak measures how
likely your customers are to recommend you toenfiti Customer satisfac-
tion (CSAT) is a metric used to quantify the degeevhich a customer is
happy with a product, service, or experience. Tingric is usually calcu-
lated by deploying a customer satisfaction suryet fasks on a five or
seven-point scale how a customer feels about acsupgeraction, pur-
chase, or overall customer experience, with anshemgeen "highly unsat-
isfied" and "highly satisfied" to choose from. Guster Effort Score (CES)
is a type of customer satisfaction metric that messthe ease of an expe-
rience with a company by asking customers, onepwint scale of "Very
Difficult" to "Very Easy," how much effort was reied on the part of the
customer to use the product or service to evalbhate likely they are to
continue using and paying for it. These authorsmenend ROI to measure
the effects of investment in customer experiences always necessary to
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focus on a certain measure and evaluate its RQlug-on 3-5 elements
within two big “returns” areas — revenue growthp@at purchases, better
cross-sells) and costs savings (increased prodycfiewer complaints).

gain from CX — cost CX

ROI =
cost CX

Table 1 lists the UK companies | selected fromKRMG Top 100 list
of companies that manage customer experience aidstiandigs. In this
article, we wondered if it is possible to find aretation between CX rank-
ing and company financial results. These 9 comganiere divided into
three categories: retail, hotels and food. Theexlgf our investigation is
operating revenue and EBITDA to see if these iridisashowed rising
values if the company has better standing in CXiren The following
tables shows standing at CX rankings and finapadlormance of selected
company.

As can be seen from the Tables 2 - 4 in some coep#mat are good at
CX, this is reflected in the financial results. @#lmazon has seen growth
in both, operating revenue and EBITDA. Apple haanseperating revenue
growth, but EBITDA has a downward trend. Conversé&lsco, which has
plummeted in the CX rankings, continues to incrdaBErDA despite the
decline in operating revenue. Other companies idlnerestagnating finan-
cial indicators or deteriorating financial ratidmit this may also be related
to sector-specific developments.

Conclusions

Customer experience is an important part of compaagagement. There
are detailed models of how to measure customerriexpe, but few can
accurately determine the company's financial benefine way to measure
the financial benefits of customer experience manmst is ROI. But not
the ROI that is used in corporate financial managenbut to use ROI for
individual projects that are related to managingtamer experience and
calculating the return on these individual actiofds.a result, there is no
direct link between the location of the companyhie CX ranking and the
value of operating revenue or EBITDA. To prove etation between CX
standings and financial perforamance, more reseaathid be needed on
more companies, in more sectors, and with respestdtor-specific devel-
opments. However according to research which mageasand Zeithaml
(2006) improvement in customer satisfaction hagaifecant and positive
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impact on firms” financial performance. The linkween satisfaction and
profitability is asymmetric and nonlinear. The sfyth of the satisfaction
profitability link caries across industries as wad across firms within an
industy. There is a strong positive relationshipaMeen customer satisfac-
tion and customer retention. So there are stillyr@portunities for further
research in this area.
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Table 1. Standing in CX ranking

Company Standings
Ocado 6
Apple store 11
Amazon 14
Intercontinental 15
Samsung store 28
Novotel 32
Marriot 35
Aldi 56
Tesco 98

Source: Conway & Knight (2018).

Table 2. Retail company

Standing in
o ranking th EUR 2015 2016 2017
APPLE RETAIL UK u Org‘/’g&g 1367955 1221597 1409551
LIMITED EBITDA 69 667 43772 64 438
AMAZON UK u ?‘;?gl';g 1283285 1706255 2239372
SERVICESLTD. EBITDA 125627 109517 234 951
SAMSUNG Operaling  5eeca1) 3531770 3767534
ELECTRONICS 28 revenue
(UK)LIMITED EBITDA 99355 96 954 101835
Source: own construction based on Amadeus database.
Table 3. Food company
th. EUR 2015 2016 2017
Operating
OCADO RETAIL 3 il 1485564 1384882 1531780
LIMITED
EBITDA na na na
Operating
ALDI STORES . fanlingl 10487965 10205243 11470136
LIMITED
EBITDA 520 339 421 653 443100
Operaing g9 578809 65770993 64899488
TESCOPLC 98 revenue
EBITDA 3286635 3107356 4063975

Source: own construction based on Amadeus database.



Table 4. Hotel company
th. EUR 2015 2016 2017
INTERCONTINENTAL Operating 16175 146 491 163 400
HOTELS 15 revenue
EBITDA 1319 14 256 15 206
Operating
ACCOR UK - il 364912 332708 305 154
EBITDA 70 563 58 688 30576
MARRIOTT HOTELS Operaling 5g3 491 237 877 230 505
LIMITED 3 revenue
EBITDA 1734 1108 2842

Source: own construction based on Amadeus database.

Figure 1. Metrics of CX

Current Metrics

Transaction Information

Future Metrics

Profit
Recency
Frequency
Monetary Value
Acquisition Profit ooy
Retention Profit Customer-Level
i T Customer Lifetime Value
Eroduct Retims C Referral Value
SYore-Level Net Promoter Score
Total Revenue
Traffic/Visits
Conversion Rate
Units/Transaction <
Average Retail Price
Orders
Average Order Size Store-Level
Revenue/Visit
Profit Margin Word of Mouth
Contribution Dollars Customer Equity
Brand Equity
Marketing Information Customer Base Growth

Store-Level
Marketing Spending
Awareness

Competitive Information

Share of Wallet

Source: Petersen et al. (2009).



Adam P. Balcerzak & llona Pietryka (Eds.)

Proceedings of the 19 International Conference on Applied Economics
Contemporary Issues in Economy: Entrepreneurship ad Management

Olsztyn: Institute of Economic Research
2019

DOI: 10.24136/eep.proc.2019.4 (eBook)
ISBN 978-83-65605-14-6; ISSN 2544-2384 (Online)

Pawet Mikotajczak
ORCID ID: 0000-0002-7662-2565
Poznan University of Economics and Business, Poland

Becoming like social enterprise: the determinants
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Abstract

Research background:NGOs face an increasing expectation to be morméss-
like. The changes related to this approach aresaantial condition for their sur-
vival and significant reason of development of thiaw form as social enterprises.
On the other hand, there is no lack of criticalngms mainly related to mission
volatility. Currently, there is a discussion in titerature on factors that may affect
the NGOs maketization, however, they have not kerepirically verified so far.
The identified research gap made a challenge &atithor.

Purpose of the article: The purpose of this paper is verifying whetherdiaring

a business activity influences the entreprenewél of NGOs acting and indicat-
ing the factors that have a significant impactogirt marketization.

Methods: Based on the national representative survey dd@& NGOs, includ-
ing 412 of social enterprises in Poland one-faettalysis of variance (ANOVA)
and stepwise backward regression analysis wergdayut.

Findings & Value added: The analysis of the results confirms that NGOsrafpe
ing as social enterprises and NGOs not performugness activity differ signifi-
cantly. The study indicate that social enterpribase less diversified revenue
sources and practice more or less democratic gameenmodel. Moreover, Polish
social enterprises less frequently adjust theiicgddlirection to donors’ interests.
The factors significantly affecting NGOs’ marketioa include action strategies
for several years, activity in favour of externahkfit takers, close business coop-
eration, lack of permanent financing sources, agllar activity combined with
flexible working time.
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Introduction

The marketization of NGOs through undertaking ativéig based on the
commercial sale of services and products is a phenon which raises
controversy among numerous researchers. TradipndiGOs act in a
sector of social services to solve problems, sgdhoanelessness, exclusion
or social pathologies. They also provide differeevices which cannot be
provided by the market, for instance in educatitwe, health care system,
culture or art. Driven by a social mission, NGOsaduce their concepts,
strongly relying on donations to perform their @ityi. They also obtain
funds in the form of payments from private or ingtonal donors. Grow-
ing social needs and changes in the governmenlialy@omed at reducing
social aid spending have put pressure on NGOsuelaje entrepreneurial
strategies to gain financial support. To suppogirtinission-related work,
these organizations act to achieve commercial @&rbecoming more
business-like (see King, 2017, pp. 241-260; Maieal., 2016, pp. 64-86;
Coule, 2015, pp. 75-97; Mikotajczak, 2017, pp. 14@though scholars
have theoretically explored this phenomenon andietuthe influence of
marketization on nonptofits’ activity in various rdexts, there has been
little empirical examination of determinants thrbughich this marketiza-
tion occur. Young and Salamon (2002, p. 433) idesgveral explanations
of enterpreneurial approach, including increasedchadel for services,
greater willingness by corporations to collaboratgh nonprofits, in-
creased demands for accountability, and increaseapetition. LeRoux
(2004, p. 358) proves that government funding ayehay size are particu-
larly significant factors driving nonprofits’ enfyeeneurial activities. Hall
(2012, p. 735) states that the core of marketisasothe involvement of
third sector providers in a mixed economy of welfa@rovision. Sanders
(2015, p. 129) points that organization outcomks ijears of operation;
numer of employees and annual budget have an ingrathe extent to
which a nonprofit is commercialized. A lot of spaoethe research was
devoted to the consequences of the marketizatiomooprofits (compare
Eikenberry & Cluever 2004, p. 132-140), the impafctnarkertising on the
implementation of the mission (see Vaceketval., 2017, pp. 2103-2123;
Sanders & McClellan, 2014, pp. 68-89) or the pakiilof financing them
(see Han, 2017, pp. 1209-1222). There is alse l@thpirical evidence of
significant differences between organizations thatertake business activ-
ity - social enterprises and those that do notsugh an activity

Therefore, this paper aims at establishing whetherfact that NGOs
conduct a business activity as an essential conddf their marketization
translates into differences in the way of NGOs ragtiand at showing
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which of these have a significant impact on thedrketization. To achieve
this aim, a one-factor analysis of variance (ANOV&X)d stepwise back-
ward regression analysis were carried out. Theoautkes data obtained
from a representative sample of 3,800 Polish NGDe. literature review

made it possible to choose the factors of NGO’'snass-like approach that
other researchers consider in their studies.

At the initial stage, some key notions related te tarketization of
NGOs and business-like approach are explained.n8gcaesearch meth-
odology, including data, research methods and temswgization of selected
features of NGOs and social enterprises’ activitlgirdly, the paper ana-
lyzes differences in these areas between orgamimatihat perform and
those that do not perform a business activity. IBind states which of the
features under scrutiny have a significant impacthe economization of
NGOs. On this basis, the author draws conclusiows @esents sugges-
tions for further research.

Research methodology

Data for the analyses are collected from the Kimbl Association, which
conducted a survey on a representative sampleB60 R olish foundations
and associations run in the third and fourth quaste2015. The survey,
commissioned by the Klon/Jawor Association, wasdoeted by the Mill-
ward Brown company. The research was carried o@ andom group of
associations and foundations drawn from the REGQ @egister (Main
Statistical Office) (using December 2014 data),ifiet on the basis of
information obtained from KRS (National Court Regi¥ and data collect-
ed in the bazy.ngo.pl network. The data concerasgpciations and foun-
dations were collected by means of the interviewhod which used two
research techniques: 1) 2,975 interviews were ezhrout employing the
CAPI technigue (direct interviews supported by apater, conducted by
interviewers in an area), 2) 825 interviews weraedapplying the CAWI
technique (an online survey). In both cases, radpuis were people per-
forming key functions in their organizations. Thatal were collected in
compliance with the secrecy principle. As part ld report, in the third
qguarter of 2014, 24 individual in-depth interviewgh NGOs employees
and leaders were conducted. From among the sulsj@ctsyed, the present
author selected 412 organizations which perfornusiriess activity con-
sisting of selling products and services, and 3 8&8al-economy subjects
which do not conduct such an activity.
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To attain the paper's goal identifying differendeghe functioning of
NGOs that conduct or do not conduct a businessiygta one-factor anal-
ysis of variance (ANOVA) was carried out. In thisesfactor variance
analysis, distribution normality research was cateld with the help of a
Kotmogorow-Smirnow test. For those variables whiid not meet the
distribution-normality criteria in the analysis,nan-parametrical Kruskal-
Wallis test was carried out. To check the assumptiovariance homoge-
neity, a Brown-Forsyth (B-F) test was performed doeunequal group
sizes. In cases where the variance-homogeneigriortwas met, an F-test
was conducted to assess the differences. In odssc a Welch test was
employed to evaluate the averages. Dichotomic bisainclude social
enterprises and NGOs that do not run businessitagivAt the same time,
dependent variables were selected on the basigecdture review. De-
pendent variables were marked from M1 to M10 char&ing the func-
tioning of NGOs on a five-degree scale.

The first area of research refers to NGOs’ devekqual plans. The re-
sult of the analysis will constitute an answer theestion if conducting a
business activity creates significant differences realizing a long-term
acting strategy (M1). On a scale from 1 to 5, Ie@heans that an organi-
zation has development plans and strategies farakyears ahead, while
level 5 refers to organizations which are not comeé about future condi-
tions and act according to the “here and now” rifgalementing plans will
also mean profit and cost planning within futureng perspective (M2).
Level 1 on a five-degree scale means that the aa@ons surveyed defi-
nitely plan their profits and costs. On the othandh level 5 stands for
NGOs’ extempore activity: they systematically azalytheir needs and
capability without planning their budget or expénd? in advance.

Another of the selected areas refers to NGO's gatipa with commer-
cial entities and opening on beneficienciaries dicates the level of an
organization’s openness to benefit-takers fromidatss structure on the
one hand, and cooperation with for-profit subjemtghe other. An organi-
zation’s openness level was also presented oneadfigree scale. The
higher the scale level, the more the organizatimmcentrates on meeting
the needs of external people (M3). Variable M4 shdiae frequency of
business contacts. The level of these relationshgspresented on a five-
degree scale, where level 1 means lack of busiedstsonships, and level
5 — frequent and regular contact.

The next area of an organization’s activity reterstability and regular-
ity of NGOs activity. For this reason, another gate (M5) shows access
to finance, where level 1 means permanent sourfdasamce, while level 5
- an entire lack of permanent financing. Variablé Mescribes a level of
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regular activity, with level 1 indicating an actiiconducted on a daily
basis during working hours, and level 5 - an atstiyierformed several
times a year or even less frequently.

In the non-governmental activity area related tonaggment style and
employment, another variable, called “managemeyle’stvas accepted
where, on a five-degree scale, 1 stands for a erp management model
(autocratic style), and 5 - a participating onentderatic style) (M7). This
is complemented by variable M8, which describesa@tale from 1 to 5,
the level of work flexibility, where 1 indicates npiaular working hours
during which employees perform their duties, whilmeans a flexible way
of setting up their working time.

Another variable that reflects anxiety of some agsleers referring to
corrosion of mission due to marketization of NGOA9) was accepted.
Level 1 means that an organization’s mission hasbeen changed since
its establishment; on the other hand, level 5 mdis that the organization
has undergone numerous transformations.

Variable M10 defines the level of adjusting NGOstians to sponsors’
changing interests, where level 1 means very freigcleanges in the policy
direction, and level 5 - no change in it (Table 1).

Another research goal concentrate on stating wlaictors presented in
Table 1 are significant and determine conductingusiness activity. The
research aim was not to show (all) the major factibronly made it possi-
ble to choose from the analyzed M1- M10, which edlenfluence NGOs’
marketization. To do so, the author relied on gwige backward regres-
sion analysis. To evaluate the significance ofdimmultiple regression, an
F-test was used. A model adjustment was evaluatétieobasis of the cor-
rected R2 value. To evaluate dependence force |tgplauegression rate R
and slopes of significant variables were estabtisheck of redundancy
among independent variables was estimated by mafassmi-piecemeal
correlations. While verifying the correctness oé tmodel, an analysis of
the co-ordinatedness of explanatory variables W&s Garried out, the ef-
fect of which is expressed by the VIF factor (vade of inflation factor).

Results

To identify differences in the functioning of sdogmterprises or NGOs not
performing a business activity, a one-factor analg$ variance (ANOVA)

was carried out. Within the first stage, distribatinormality research was
conducted for all dependent variables, with a l@fgh<0.01 reached in a
Kotmogorow-Smirnow test, which gave grounds foeoting the hypothe-
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sis about the distribution normality of the varebtested. As the condition
of distribution normality for dependent variable@svnot met, a non-
parametrical Kruskal-Wallis test was employed tmpare average survey
values. For the Kruskal-Wallis test, the level afigbles significance from
M1 to M10, except for M4 and M7, was smaller thar® 95, so grounds
were given for rejecting the assumption of the latlsignificant differ-
ences among average results between NGOs thatmpeafal those that do
not perform a business activity. For the Kruskall®aest, the level of
variables significance M4 and M7 was higher thaf.p5, so no grounds
were given for rejecting the assumption of the latlsignificant differ-
ences among average results between NGOs thatatofsdaial enterpris-
es) and those that do not conduct a businesstgctivi

To check the assumption of variance homogeneBrpavn-Forsyth test
was used because of unequal group sizes (412 N@@sicting a business
activity (social enterprises) and 3386 not doing data shortages were
tackled by not including in the analysis the NGOsaerned) (see Table 2).

The assumption of variance homogeneity was metvéoiables M3,
M4, M5, M7, M10. The test result indicated variatmanogeneity of vari-
ables in both NGO groups — those that perform &nde that do not per-
form a business activity (p>0.05). Therefore, taleate averages, an F-test
was used. Since, in the case of variables M1, M@, M9, the test result
showed lack of variance homogeneity in both grqpg®.05), a Welch test
was employed to evaluate averages. The variandgseahowed statisti-
cally significant differences in the way NGOs penfimg or not perform-
ing a business activity act for variables M1, M23,MM5, M6, M8, M9,
M10. For variables M4 and M7, there are no sigaiiicdifferences be-
tween the NGO groups (see Table 3).

To establish which factors presented in Table lsagificant and in-
fluencing marketization a stepwise backward regoess/as carried out.
Ten variables were adopted to the model (M1-M18hI& 1), however four
of them were removed from the model, because traed out to be statis-
tically insignificant (p>0.05). Finally, the modebnsists of six variables.
The assessment of the fit of the obtained modé¢heodata was made by
using the F test. The risk of a 5% error of infeeand the associated sig-
nificance level of p <0.05, indicating the existeruf statistically signifi-
cant dependencies, were assumed. While verifyiegctirrectness of the
model, a collinearity analysis of explanatory vhles was also performed,
the effect of which is expressed by the VIF fadi@riance inflation fac-
tor). The values assumed by the indicator can bergreted as follows
(Larose 2008, p. 125):
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- VIF>10 refers to independent variables’ strong collittga
- the coefficient of 8VIF<10 means moderate collinearity,
- VIF<5 means the lack of explanatory variables’icelhrity.

The model turned out to be statistically significkvalue = 40.29; p =
0.00. Parameters of the variables obtained affgdtia commercialization
of NGOs - values of directional coefficients, pued, and the VIF coeffi-
cient - are presented in Table 4.

As part of the model, six variables were selectéti veference to the
commercialization of NGOs - (M1) (p=0,002); (M3)={@003); (M4)
(p=0,039); (M5) (p=0,000); (M6) (p=0,000); (M8) (@&1) (their p values
are less than 0.05). With the exception of M8tladl coefficients are posi-
tively associated with the commercialization of N&@ollinearity analy-
sis suggested the lack of the problem of corrajatmdependent variables.
VIF factor, for variables M1(1,07), M3(1,04); M4QR); M5(1,04);
M6(1,20); M8(3,43) is presented in the Table 4. Thedel is therefore
described by the following formula:

M= 01204+ 0,01038M1 + 0,01007M3 + 0,00893M4 +0,01798M5+ 0,02890M6-
0,01467M8;

where:

M: marketization of NGOs,

M1: Having development plans, strategies,
M3: Activity within or/and outside its structure,
M4: Business cooperation,

M5: Stability of financial-support sources,

M6: Regularity of activity,

M8: Work flexibility.

The stepwise backward regression analysis revahbdfactors which
significantly determine NGOs’ marketization (whighnerates commercial
revenue) are action plans and strategies for seyeaas. Moreover, a sig-
nificant impact on financing an activity by a conmcial sale of services
and products is exerted by the fact that an eattg in favour of external
benefit takers, thereby going beyond an activiterded only towards its
own members. Another significant determinant of NG@arketization is
the establishment of close cooperation and relatigith business and lack
of permanent sources of finance. A significant fiexacy of NGOs’ activi-
ty, reflected in the organizations’ regular funoiimy along with working
time flexibility, also has a considerable influenme NGOs’ decision to
undertake a business activity
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Conclusions

The pressure to be more business-like is the phenomdeveloping with-
in NGOs and cause significant changes in the wagctifig of the nonprofit
sector that become more marketized. As the effeét¢hie process social
enterprises are developed. Social organizatiorferpaing a business activ-
ity and operating as social enterprises have mefmitk strategies and
plans of development, calculate their revenue aqmerditure more thor-
oughly. These NGOs also act more regularly, dematisg) greater work-
ing-time flexibility. They also open themselvesexternal recipients, and
have less diversified sources of financial suppbhiere are, however, no
significant differences between both analyzed N@@ugs in terms of their
cooperation with business. Nor does the empiricallysis confirm any
significant differences with respect to the managenstyle, that is, one of
more or less democratic character. The empiricalyais confirms that
NGOs as social enterprises gaining profits frono@mercial activity more
often change a social mission, on the other hasslflfequently adjust their
acting direction to donors’ interests. Probablyisit result of extra oppor-
tunities of gaining financial means thanks to aifess activity. The factors
significantly determining NGOs’ marketization indki action strategies for
several years, activity in favour of external béntfkers, close business
cooperation, lack of permanent financing sourcew] eegular activity
combined with flexible working time.

The author is aware that the investigated featafakose NGOs that
conduct or do not conduct economic activity do oconstitute an entire
spectrum of the distinguishing characteristicshef two groups of entities.
Additionally, the selected and investigated detaants of the marketiza-
tion of NGOs’ activity do not constitute all theuses of these organiza-
tions’ marketization process. Further empiricaleistigation might extend
and refine theoretical explanations, or provideittmtthl empirical evi-
dence. Efforts are needed to advance knowledget d&msithoroughly un-
derstood issues of organizational structures anthgerial processes. Lim-
itations of the study point to further researclpttovide additional empirical
evidence of business-like approach. Further rekegfforts are needed to
discover other significant determinants of NGO'’srketization as well as
about less thoroughly understood issues of effenttgs of NGOs becom-
ing social enterprises which for the most parhesgelf-assessment of these
organization.
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Annex

Table 1. Variables examined
NGO conducts/does not conduct a business activity (dichotomic variable, grouping)
Dependent variables (from M1 to M 10)
Markson ascalefrom1to5
M1 Having development plans, strategies
(1 - yes, for a few years ahead, 5 - definitely) not

M2 Detailed revenue and expenditure planning
(1 - definitely yes, 5 - definitely not)
M3 Activity within or/and outside its structure
(1 - only within, 5 - only outside)
M4 Business cooperation
(1 - lack of contact, 5 - frequent and regular eotjt
M5 Stability of financial-support sources
(1 - very stable, 5 - not stable at all)
M6 Regularity of activity
(1 - every day on week days within working hours &few times a year or less frequently)
M7 Management style
(1 - autocratic, 5 - democratic)
M8 Work flexibility
(1 - fixed working hours, 5 - flexible working time
M9 Mission variability
(1 - lack of changes, 5 - numerous changes)
M10  Adjusting policy directions to donors’ changiimgerests
(1 - very frequent changes in policy directions |&ck of changes in policy directions)

Source: own elaboration.

Table 2. Kruksal-Walis and Brown-Forsythe test results

Variable P
K-w B-F

M1: Having development plans, strategies 0.00 0.01
M2: Detailed revenue and expenditure planning 0.01 0.00
M3: Activity within or/and outside its structure 00. 0.13
M4: Business cooperation 0.32 0.58
M5: Stability of financial-support sources 0.00 D.2
M6: Regularity of activity 0.00 0.00
M7: Management style 0.46 0.92
M8: Work flexibility 0.00 0.01
M9: Mission variability 0.00 0.01
M10: Adjusting policy directions to donors’ changimterests 0.00 0.51

Source: own elaboration and analysis on the bakis curvey data of Klon/Jawor
association research o@dndition of the third sector in Poland in 2015"; calculations run in
STATSTICA 12.



Table 3. Variance analysis

NGOs

corl;d u_cti ng Nr?o?s

a business : Welch-
Assessment category activity ?Eﬂ:ﬁg I/?ug p Test p

(social activity Value

enterprises)

Average value
M1: Having 2.81 242 - - 28.85 0.00
development plans,
strategies
M2: Detailed revenue 2.91 2.68 - - 9.49 0.00
and expenditure
planning
M3:  Activity within  3.00 3.29 14.39 0.00 - -
orfand  outside its
structure
M4: Business 2.48 242 1.02 0.31 - -
cooperation
M5:  Stability of 2.47 2.90 27.81 0.00 - -
financial-support
sources
M6: Regularity of 2.45 157 - - 221.25 0.00
activity
M7: Management style  3.16 3.09 0.60 0.44 - -
M8: Work flexibility 2,89 2,76 - - 8.19 0.00
M9: Mission 1.68 1.82 - - 5.99 0.01
variability
M10: Adjusting policy 3.90 3.70 7.94 0.00 - -

directions to donors’

changing interests
Source: own elaboration and analysis on the basisorvey data of Klon/Jawor association research
on "Condition of the third sector in Poland in 2015"; calculations run in STATSTICA 12.

Table 4. Parameters of independent variables of the stepwaskward regression
model

Independent Variable Coef SE Coef  T-Value P- VIF
Value
Constant 0.1204 0.0205 5.86 0.000 -
M1: Having development plans, strategie 0.01038 0.00340 3.05 0.002 1.07
M3: Activity within or/and outside its 0.01007 0.00338 2.98 0.003 1.04
structure
M4: Business cooperation 0.00893 0.00433 2.06 0.039 1.02
M5: Stability of financial-support sources 0.01798 0.00305 5.90 0.000 1.04
M6: Regularity of activity 0.02890 0.00385 7.50 0.000 1.20
M8: Work flexibility -0.01467 0.00460 -3.19 0.001 3.43
S R-sq R- R-

sq(adj) sq(pred)
029890 7.84% 7.64% 7.33%
0

Saurce: own elaboration and analysis on the basissafrvey data of Klon/Jawor association research
on "Condition of the third sector in Poland in 2015"; calculations run in Minitab 18.
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Abstract

Resear ch background: in a buyer's market, the main advantage of pharutimed
enterprise is to provide customers with high-qyatiedical products and pharma-
ceutical support during the maintenance processhabthe client received the
expected effect, did not want and could not rethsepurchase, and also formed a
positive, even loyal impression about the pharm@écaluretailer. In order to
achieve the goals, it is necessary to determinsttiagegic importance of customer
service for pharmaceutical retailers, to demonstila¢ feasibility of implementing
declared standards and providing a high level ofise. The mentioned actualizes
the in-depth study of the strategic importanceusttemer service for pharmaceuti-
cal retailers and allows us to develop a mechamignpositioning pharmaceutical
enterprises according to the level of customeriserv
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Purpose of the article: to determine the strategic importance of servigihgrma-
ceutical companies in order to determine the gifatdirections and priorities of
the pharmaceutical enterprise in the context ofatner service.

Methods: general scientific and special methods, such ashegis and system
analysis, economic analysis, comparative and itigieanethods, grouping, survey
method, logical analysis, analysis of absolute w@atative values of the indicator,
were used in the process of research.

Findings & Value added: the article proves the importance and strategic im
portance of customer service for pharmaceuticalilezs, and also allows us to
determine the sequence of actions that pharmae¢uéitailers need to accomplish
in order to implement certain strategic prioritieghe context of customer service,
and also proposes a mechanism for positioning pleentical retailers by the
level of customer service.

I ntroduction

Satisfaction of the needs of clients in medicinaddoicts is decisive for
strategic planning of customer service for pharmatical retailers. Phar-
maceutical retailers need to develop an effectisstaner service system to
ensure the maintenance of an appropriate leveéwice, which is deter-
mining factor of competitiveness and ensure theesgful functioning of
the pharmaceutical market for a long-term perspectvhich actualizes the
research topic.

The peculiarities of the pharmaceutical market do allow to clearly
formulate standards and customer service levelstaluke following fac-
tors: the impossibility of building a sustainabigply chain, since there is
currently a lack of consumption of medicines; thiesgnce of significant
competition in the limited, in certain segments tlolume of the market;
rapid but not always economically and socially ified increase in drug
prices. Therefore, there is a need to substantiegeretical positions, to
develop methodological approaches and practicabnmetendations for
servicing clients of pharmaceutical retailers. Adicator of the strategic
importance of customer service to pharmaceutitallees and the position-
ing of retail pharmaceutical companies by the lesektustomer service
allows to choose a customer service strategy.

In the process of writing the article general stifienand special re-
search methods are used: the semantic method rfguleting the categori-
cal apparatus; analysis, synthesis and comparisonorder to study the
object and subject of research; situational - foalgzing the activity of
pharmaceutical retailers; survey - to determine ghierity of customer
service at pharmaceutical retailers; mathematiahous - the first, which
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is based on the analysis of "absolute value" (jmwsibn the scale); the se-
cond, which is based on the analysis of relativeartance (position com-
pared to other components of the company) - torchte the strategic
importance of customer service at pharmaceutic¢ailees.

In the publications of foreign scientists, the twpbf customer service
are widely investigated, for example: 1) the reseaf the quality of cus-
tomer service of pharmaceutical companies usingGR@& model (Niaz
Ahmad and other 2009 26-45), where the informat®analyzed in the
process of polling of pharmaceutical companies laypdneans of factor
analysis, the reliability of the developed scalenafasuring service quality
with four values and ten factors is confirmed; [2¢ guality and level of
service depend on many factors and have a dirgidtron the satisfaction
of the clients of the pharmaceutical market (Umadtavariita others 2016
258-284). Identify the most important factors afiieg the quality of ser-
vices in the pharmaceutical market (in the prodwgiply chain) and their
impact on customer satisfaction may be based oneghdts of a survey of
experts (distributors), further discussion of tlesults and their synthesis
using the SERVQUAL quality measurement scale. Rekedave shown
the relevance of factor analysis (AMOS 20) to idgntritical factors af-
fecting the quality of services and the level oktomer service in the
pharmaceutical market.

The level of customer service depends on the paitidis of the organi-
zation's logistics activities in the context of thiepharmaceutical supply
chain (Christian L. Rossetti et al. 2011, 601-62#)ere a clear organiza-
tion and quality management can achieve the dedaeel of service
among the members of the supply chain of biophaeoizzal products.

The following study, described by the authors &f $kudy (Jiinpo Wu et
al. 2006, 67-78), shows the means for studyingdgreamic supply chain
and analyzes the behavior of the pharmacy sup@indby constructing a
Forrester model for modeling and measuring its meanal effect. Reliabil-
ity of the proposed model is confirmed by thredstestability, temporary
phase and oscillation scheme. Based on the simnlafi this study, there
are two issues that deserve the attention of CEf@snand planning policy
that ignores inventory regulation, which may redtioe efficiency of the
supply chain and the growth of customer needs @ffes the productivity
growth of the supply chain.

The dynamics and content of the relationship betweternal efficien-
cy and supply chain elasticity create the prerémsidor the formation of
the third component of evaluation of their effeetiess- the level of cus-
tomer service (Krykavskyi E., 2016, pp. 30-41).
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Resear ch methodology

The purpose is to determine the strategic impogarcservicing and mod-
eling the customer service of pharmaceutical msiis to use mathemati-
cal methods and, based on the obtained resultigndeslutions for improv-
ing the standards and elements of customer seiwieestigating the func-
tioning of pharmaceutical companies in retail costo service(observation
and analysis of the work of seven largest retaiimth of medicinal products
in Lviv), is noted feature - the monotony of thengaoperations in the pro-
cess of customer service during their implememasibthe points of sale.
This gives the opportunity to formulate the clasatfion of similar types of
customer service processes and to distinguish sixelyprocesses,based on
distinctive features of qualitative and quantitatperformance, and to de-
termine the level of customer service for pharmécalretailers.

Pharmaceutical business plays an important rokhénimplementation
of socio-economic objectives, therefore, a higrelesf customer service
(pharmaceutical support) should be strategic inneatDetermine the stra-
tegic importance of servicing pharmaceutical congmwith the use of
scientific methods, the essence of which is toyaeathe absolute and rela-
tive importance of customer service based on dateived during the sur-
vey of the heads of pharmaceutical enterprisesdagathe place and im-
portance of customer service in the process of ifagrthe strategy of the
pharmaceutical company. The application of theséhous to determine
the strategic importance of customer service reguarlot of effort from the
researcher, firstly, to determine weighty charasties and to formulate
questions, and secondly, it is difficult to setradgtion for evaluating their
significance.lt is possible that the obtained resstdgarding of the strategic
importance of customer service on the basis of raeguconducted by
pharmaceutical company managers will have a subgecharacter, be-
cause it is likely that the respondent will indeean overestimate of the
proposed question.

As a result of the application of the above methgasarmaceutical
companies will receive information, necessary ttexrine the strategic
priorities of the enterprise in the area of custos®vice, and clients re-
ceive the information they need to make a decisibaut where to buy
pharmaceuticals and receive pharmaceutical support.

141



Proceedings of the 10" I nter national Conference on Applied Economics
Contemporary Issuesin Economy: Entrepreneur ship and M anagement

Results

Pharmaceutical retailers should set a goal to geogan appropriate level of
customer service for delivering targeted effectd d@elivering results in the
context of: strengthening of competitive positidnsthe pharmaceutical
market; increasing the share of the pharmaceutieaket in the retail seg-
ment, making profit. Therefore, ensuring a highelesf customer service
for a pharmaceutical retailer should be a mattedadiberate choice, and
the definition of the strategic position of the phaceutical company is
possible in solving the following issues:

1. What is the strategic priority of customer see®

2. What position it want to achieve in relationcmmpetitors in the phar-

maceutical market?

It's hard to get answers to the first questionabee customer service is
important for each pharmaceutical company, bubésdnot always matter
strategically.This conclusion can be made on tresbef the research of
seven of the largest networks of pharmaceuticallees (Table 1),in which
there is a fairly well developed network, the cletedstics of the activity
shows that the emphasis is on customer needs avidesehowever, based
on a specific rating, according to customer feekb#ds clear that not all
businesses understand the importance of qualithigidevel of service.

To determine the level of strategic value of custbservice for phar-
maceutical companies by using two methods:theifrbsed on the analy-
sis of "absolute value" (position on the scaled, ghcond on the analysis of
relative importance (position compared with othemponents of the en-
terprise).

In order to determine the appropriate positionh& investigated phar-
maceutical enterprises (tab. 1) about the stratiegiortance of customer
service, it is necessary to analyze their actiwitiethe context of the ser-
vice and to clarify the vision of the enterprisesanagers with the help of
the developed survey form (tab. 2). According te goll: the maximum
number of points is 100; the result above 80 paimans that the pharma-
ceutical company understands the strategic impcetahcustomer service;
The result below 75 points means that the pharnti@e¢wcompany does
not see any strategic importance in the custonmeicee

The results of the survey of pharmaceutical congsrexecutives are
presented and analyzed on the basis of the absallie of the strategic
vision for servicing clients of pharmaceutical et and shown with a
scale from 1 to 100 which has the form of a rulég.(1).

The strategic value of the customer service foharmaceutical retailer
is symbolized with the right side of the scale:toager service is the only
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one or at least the main source of the pharmaeguticnpany's superiority
over its competitors. Another side of the scalé-fiand side) shows that
the customer service has little strategic imporafwr the pharmaceutical
company, which, according to the survey resultsioiscommon to any of
the investigated pharmaceutical companies. Su@sutris got due to the
fact that taking into account the specifics of giarmaceutical market in
the retail segment (there are about 5000 localmpaey networks in the
country at the beginning of the year), pharmacaluttompanies can com-
pete only in price policy and in the service sector

It is advisable to analyze the relative importaotthe customer service
by creating a list of key areas that directly affée level of the customer
service of pharmaceutical retailers. Since thellefreustomer service de-
pends on factors such as the availability of meéiat the time of pur-
chase, the qualifications of the pharmaceuticdf, gtee organization of the
selling process ofpharmaceuticals, pharmaceutiggbat, etc., it is advis-
able to evaluate the priority of such areas asstmgi, human capital, mar-
keting, sales (fig. 2). Each of these areas is naph but some are more
fundamental to the pharmaceutical company tharrsthe

The task of each respondent from the selected tpoalb is to diagnose
the importance of the key areas of the pharmaadutempany. To per-
form the process of activities’ spheres rankingassible with making a
map for every process; the main task of the respatsdvas to sort the data
out of the maps (fig. 2), and the result of thedgtwas to determine the
serial place of the "customer service" card (tgbWath a help of the rela-
tive importance method, the results of the studysbthat two out of sev-
en companies saw the sphere of customer servE@masrity.

Formation of strategic priorities for pharmacedticampanies in the
context of the customer service, is based on thelteof the study and
requires the identification of the directions oéithimplementation in the
further. The answer to the second question witlvalpharmaceutical retail-
ers to determine the sequence of actions that bwisaken to implement
the identified strategic priorities in the contexthe service (fig. 3).

The positioning of pharmaceutical retailers basedhe level of service
(high, medium, low) is a relative choice and shakes position of the en-
terprise in the pharmaceutical market in terms udt@mer service within
comparing to its competitors. We propose to pasitive pharmaceutical
companies of retail trade at three levels:

1. Competitive level. The pharmaceutical compangats customers’
loyalty through the quality and high level of sees. In this case, cus-
tomer service is crucial for the pharmaceutical pany - it is a key
point of its superiority over competitors.
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2. Comparative level. For most pharmaceutical lextgithe positioning at
the comparative level is sufficient. An enterpriggves to meet stand-
ards and service levels to be as competitors’ asirag possible.

3. Level of consistency. With this position phareatical retailers are
trying to comply the basic standards, but do néerofnything more
than that. The pharmaceutical company will havenéde a lot of effort
in adapting its customers' expectations to thegseg level of service.

Conclusions

In practice, companies operating in the pharmacalutharket do not al-
ways provide a low level of pharmaceutical servicesause of the lack of
awareness of the responsibility for their customires and health. It is
clear that, from an economic point of view, a highel of pharmaceutical
services is very expensive and not always justifiea, companies in the
pharmaceutical retail market have to go to it omlyen the products or
services are similar to those offered by competitbliowever, from a social
point of view, on pharmaceutical retailers are isggwith a great respon-
sibility for improving and maintaining public healthrough drugs con-
sumption and obtaining a range of pharmaceuticalcsss.
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Annex

Table 1. Characteristics of pharmaceutical enterprisestaflrgade
Number of points of

retail trade (for Customer Ratingson Qualit
Ne Name of Company example, the c(ity of of Ser\?ice Q Y
Lviv)
1. LLC «Apteka Znakhar» 12 +
2. LLC «Market universal LTD» 16 +++
(Pharmacy network ,D.S")
3. LLC «Apteka «B» 36 ++
4. LLC «Solomiia-Service» 20 +++
(Pharmacy network
«Podorozhnyk»)

5. LLC "Apteka nyzkykh cin" 21 +

6. LLC «Dekada-2000» 29 ++

7. LLC «Pharmastor» (network 15 +++

«Apteka dobroho dnia»)
Service quality "+++" is high (in individual caskésieeds to be improved), "++" is the average (iresu
a relatively minor improvement), "+" is satisfagt@requires a significant improvement).

Table 2. The form of a survey of managers of pharmaceut&tail enterprises was

developed regarding the strategic importance aboosr service
Very
often

Very

rardy Never

Always Often Rarely

1 The enterprise is guided by the opinions
of clients

2 In cooperation with clients, you can
count on a specific help from the service
company

3 Employees of the supply and sale
department take into account the needs
of customers

4 The enterprise service subsystem can
provide customer service at a high level

5 Customers can easily collaborate with
the company

6 Organizational  structure  of  the
enterprise makes it possible to meet the
needs of clients

7 Customer needs are known at the
enterprise

8 The information system at the enterprise
is designed to deliver all data on
requests and customer needs

9 The enterprise management devotes a
lot of time to customer service

10 The enterprise has clear goals and
strategies for cooperation in the context
of customer service

The number of points for each sign placed in 10 8 6 4 2 0

this column

Amount in separate columns

Full value |




Table 3. Results of the analysis of the relative importaoiceustomer service

R

LTD «Apteka Znakhars
(a chain of farmacies
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LTD «Apteka «3»
LTD «Solomiia-Service
(a chain of farmacie

LTD "Apteka nyzkykh
cin"
LTD «Dekada-2000»
Order of place of card
"customer service"
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“Podorozhnyk”
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Figure 1. Results of an analysis of the absolute strategpoitance of customer
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Figure 2. An example of using a card system while analyzihg relative
importance of customer service
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Figure 3. The sequence of actions which form the strategirifes of customer
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Abstract

Research background: Practice of training and development in an orgation
constitute one of the most vital ways of improvorgthe skills of an employee. To
observe requisite global and professional standerdm organization, proactive
and regular training and development programs faitilitate the sharpness of
employees’ abilities. Although, the academic comityuand by extension a train-
ing institution should have a proper training amyelopment programs designed
to build the capacity of employees’. However, ig ttase of academic community
such programs are not structured for employeexiiye of this, the present study
seeks to clarify training and development programnsin an academic community.
Purpose of the article: This paper aims to access the impact of trainimydevel-
opment on job performance in an academic instiytend the relative perfor-
mance of their employees.

Method: This study was wholly based on qualitative analyBiscument analysis
was employed to accomplish the main goal of thdystocument analysis cen-
ters on scientific manuscripts obtained from databasuch as google scholar,
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WoS, and SCOPUS. Theme for the study were gathfeoed Human Resource
Management(HRM) and human Resource Management iEsedHRMT). A
conceptual framework was deduced from literaturelédorate on the concept of
training and development on job performance.

Findings & Value added: The investigation proved that the kind of trainisugd
development programs especially mentoring, semimarshe-job, and off-the-job-
training impact directly on job performance. Theplitation of this study is that
employers and recruiters should adopt proper tigiprograms to correspond with
the needs of their employees’ job performance. thkeretical benefit is to broad-
en the scope of training and development in hunesource management disci-
pline.

I ntroduction

To enhance job performance and potentials, emptoyeed to undergo
training and development to improve on their slalhgl build their capacity
to augment their institutions effectiveness andtigfficy. Indeed, in a situa-
tion where institutions believe that training anevelopment is an act of
faith, and that employees should find their wayigky with precarious

consequences. Training programs must jeer towaelsneeds of employ-
ees. It must also benefit the employees in ternskitls development and
capacity to affect their efficiency and the effeetiess, Obisi, (2011).
Training and development at all levels in instag is an important piece
in maintaining competitiveness across internal extérnal spheres. (Arm-
strong, 2003). It is also vital to human resouranagement and human
resource development. Corporate commitment toifrgiand development
should be demonstrated not only in quantitativengerbut also more im-
portantly, in terms of quality. Training increasgsward mobility within

the organization, adjust workers to technologidenges and also intro-
duce staff to the world of work. The organizatiotraining activities may

extend throughout a person’s entire career andhailp develop the indi-
vidual for future responsibilities. Dadar, JusohR&sli, (2012) Fishman,
(2016) observes that training and development fals&sinitiative and crea-
tivity and aid the removal of outmodedness of eiypds in an organiza-
tion, which may be due to age, attitude and inghiiti adapt to technologi-
cal changes. According to (Obisi,2011) trainingthg process through
which the talent, skills and knowledge of an empkys enhanced and
increased. (Scott, Clothier and Spriegel) agreetthming is the backbone
of sound management, since it makes employeestigéfeand productive.

It would be difficult for a new employee to develop the job to become a
manager without sufficient training and developméatcording to Mamo-
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ria and Gangar, (2009), training is a practical wital necessity because; it
enables employees to develop and rise within tharoeation by increas-
ing their market value, earning power and job sgcUEmployees attitudes
are moulded by training thereby implicitly contrilng to the growth of the
organization(Drejer, 2000). A well trained employee will makebatter
economic use of available materials and equipnentduce wastage. Un-
fortunately, training and development in many orgations are done in an
unsystematic way while others implement them inaamer inimical to the
overall success and objectives of the institutibns worthy to note that
academic institutions have a huge work force wihed skills. This study
therefore, intends to investigate the impact dhing and development on
job performance in an academic institution in dadogan attempt would be
made to investigate the concept of training andelbgment on job perfor-
mance.

Literaturereview

This chapter explains and reviews training and kbgveent literature in
three thematic expanses namely; human resourcegeiueat, training and
career development and the relevance of trainirydvelopment in or-
ganizations in general. For starters, traditionatiyning is seen as the pro-
cess by which individuals within an organizatiowéanodified their skills,
attitudes or behaviours to suite the technolognyirenmental and other
related changes (Robins& Decenzo, 2001). In contdesselopment de-
notes the consistent improvemeamtd learning, for the achievement of
goals for both individuals and organizations. Tirggnrevolves more on
individuals’ needs of present job duties relatigedevelopment which is
future job responsibilitiegMiller, Greene, Montalvo, Ravindran, & Nich-
ols, 1996). While training principally emphasizes apaching or assisting
people on how to execute their present jobs. Deveémt focuses on build-
ing knowledge and skills of people to enable thenibé ready for future
responsibilities.

The Concept of Training and Development

Denning, (2011) and Ali, (2014) defines trainirg “a planned inter-
vention aimed at enhancing the elements of indaligob performance “.
(Ngirwa, 2009) also defines training as “as a lagymrocess in which
employees acquire knowledge, skills, experienceaitithides that needed
to perform their job better for the achievementhaf organizational goals.

150



Proceedings of the 10" I nter national Conference on Applied Economics
Contemporary Issuesin Economy: Entrepreneur ship and M anagement

(Armstrong,2008) defined training as the planned systematic modifica-
tion of behaviour through learning events, programs instructions, which
enable individuals to acquire the levels of knowkedskills and compe-
tences needed to carry out their work effectivaigaining is not only to
develop workers but also to build their organizatio produce the best
outcome of their human resources in favor of g@naompetitive ad-
vantage. This means that training helps employeesbtain new skills,
technical know-how and capabilities to solve protdeand improve on
their performance (Gordon, 1992). Rowden (2002gg8st that training
may also be efficient tool for improving one’s jehtisfaction, as an em-
ployee better performance, leads to appreciatiothbytop management.
Armstrong (1996) expressed an understanding dfitrgiby emphasizing
that training should be developed and operatedinviéim organization’s
theories and approaches if the training is to bik wvelerstood. Sherman et
al (1996) added that the success of training progsdl depend more on
organizations ability to identify their needs. tifinees do not learn what
they are supposed to learn the training is regaadathsuccessful.
According to Armstrong (2006), development is arfiolding process
that enables people to progress from a presem stainderstanding and
capability to a future state in which higher —legé&ills, knowledge and
competencies are required. It does not concentiatenproving perfor-
mance in the present job. It therefore, referdhéoftiture —oriented or driv-
en training and personnel growth of the employeefak as job and career
development are concerned, employees need new ahill capabilities.

M ethodology

This study is based wholly on qualitative invediiga the researcher
chose to espouse his analysis on documents agarecbdechnique to ac-
complish the main goal of the study. Document aialynay appear to be
unsophisticated research technique, but vivid dtiite to develop vital
phenomena due to the extent of coverage. The dotuamalysis centres
on knowledge from scientific manuscripts obtainexhf databases such as
SCOPUS, WoS, ProQuest and Google Scholar via kalsxs@arch. Theme
analysis was also adopted to identify relation®sxvariation of research
concept, for the purpose of searching for potentédtions and designs
across the research domain with a deductive goalima. (Creswell and
Poth, 2017); (Baskarada, 2014). Base on the rdssarainderstanding
coupled with information gathered from, secondaoyrses related do-
mains were identified and linked to the centrakegsh concept, training
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and development accordingly. Moreover, given awohjiterature dealing

with the wider theme of training. It is prudentadopt document analysis
for the research due the abundant rich contextoriges for study’s phe-
nomena. Ozolina-Ozola, (2014).

The theme of the study in particular, were freqlyegathered from the
Human Resource Management, (HRM) strategy resgawoh and more
precisely, from Human Resource Management the¢HEEMT) and the
research domain of training and development. Theeffect is that the
sought-after objectives of this study was achietgdrelative collated
theme(s); of document analysis and relevant confewbnceptual frame-
work was deduced from this escapade. (fig.1). Rsaale implored by the
researcher to find interest in the scholarly wokesnandezlles, & Ra-
mosRodriguez, (2009) and Macfarlane, Greenhalgh, HueyphHughes
Butler & Pawson, (2011). And others, since theyehadvocated for the
document analysis as a vital tool for conductirig tfualitative survey. For
an interesting theme analysis readers can readschelarly works of
Huselid, & Becker, (2011) and Youndt, et al. (199@)nder no circum-
stances does the researcher makes any claim corgéne in depth docu-
mentary enquiry and the various theme there offrgimg from this en-
quiry. However, an attempt has been made to idemlibsely related
themes to expand current knowledge of the curtedtys

Conceptual framework and propositions devel opment

For organizations to have competitive advantagapust exhibit some form
of unique dispositions. The proposed framework Sseatially rooted in
Theory of Social Learning (SLT) (Bandura, & Waltéi®77) Rosenstock,
& Strecher (1988) Bandura (1969). Which distingaistan organization
from its competitors this is possible by buildindgoace of superior human
resource. Which ideally should provide a challefigecompetitors to imi-

tate entirely. The environment has an effect onl¢laening behaviour of
people through imitation, observation and modelliandura (2003)
Manz, & Sims Jr, (1981) Weiss, (1978). Based onafleeementioned fea-
tures, in the human resource management systentgouheé ascertain that
training and development catapult employees touputheir best in an or-
ganization to develop themselves and subsequemntpyrove on their per-
formance. However, it is not the case in some avadénstitutions in

Ghana. Although, most of these academic institgtidfmot all, themselves
are training and development institutions by (défaout because of the
absence of proper training and development mottedy,lack the competi-
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tive advantage. Inadequacies in training and dewedmt to improve upon
employees’ job performance has in recent times pecan albatross hin-
dering the effectiveness and efficiency of thessalamic institutions.

Nevertheless, this conceptual framework seeks\¢wvar a vital ques-
tion of what could be some of the core processaekdprounds (managerial
drivers) which will aid training and development failitate job perfor-
mance. In other words, managers of these institstgthould tune the mind
set of their workers to appropriate training andeali@oment models, to
have a competitive edge. Documents from currenleroi literature and
human resource practitioners, were adopted to bighphe acute organi-
zational training and development programs thatdcaurture the shaping
and effective conceptual framework for training atel/elopment model
for productive job performance. In effect the aushargue forcefully that
these crucial managerial drivers will propel orgatibpns and employees to
achieve their maximum potential in terms of jobfpanance as suggested
by Marchington, and Wilkinson, (2005) and Bhatna@¢2007). The authors
also focus on the linkage between the method dlitéemon for the execu-
tion of these training and development programgdiomperformance.

M oderating factor s of job performance
Orientation

New recruits are always anxious to know what isadhef them, they are
eager to put their job description into practideeyt are willing to have a
feel of the work environment, resources availalléhair disposal for the
execution of their mandate effectively and effitignOrientation provides
the basic knowledge an employee needs to be satigfith his job. Kim,
Leong, & Lee, (2005). The foundation on which bimtgblocks are laid on
for effective employee performance at his firstglay work is orientation
Gillespie, & Mann, (2004). The companies missiasjon, ideals policies
and dealings must be laid bare to the new recougerve as the general
orientation. The employee must also be taken thrgof duties and re-
sponsibilities goals and current priorities of #yecific department he is
assigned to prevent future role conflict and devetealistic job expecta-
tions. Markos, & Sridevi, (2010). Against this bgobund, we propose
that:

P1: Orientation training provides a complete platfofior employee job
performance.
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Mentoring

After general and job specific orientations to #maployee, newly re-
cruit must be assigned to a more experienced dorsemployee or a man-
ager to guide, advice or council him or her, thatywhere will be a clear
path of employee development (Dale, Van Der Wi&eyan lwaarden,
2007). In the works of Ahmad et al (2004), Two-waymmunication
should be adopted to promote this agenda. Whatpeated of employees
must be communicated to them in clear and consgiséems to allow for
exchange of ideas. Employee must not be seen gsaaelceptor of ideas
but also as a contributor to benefit from emplogeselopment. Neely,
Gregory, & Platts, (1995). Through this developrakrdgenda mentee
must feel a sense of belongingness, feel respectédiccepted within the
working environment and above all must have a sbéngower through
participative decisions. Markos, & Sridevi, (2010eveloping a new re-
cruit involves commitment by establishing clear siog, vision and values,
managers’ must therefore believe in it, own it, gads it down through
mentorship. Employee development must not be igaris a lip service
but rather action oriented activity by top to battapproach and leading by
example. In view of this, the authors propose that:

P2: mentoring will expedite employees training andeli@gement on em-
ployees’ job performance.

On-the-job training

For an employee to follow an effective basis foillskdevelopment
without disruption, while working and learning atetsame time, on- the-
job training is the ideal training procedure to doopted, Blundell, et al,
(1999). Managers must hand more autonomy to emetolgg encouraging,
independent thinking, by assigning more responsds| as well as giving
them the free will of choosing their own way of enting their responsibil-
ities. so far as they are producing the expectedltse Stacey (2007). Ja-
cobs, (2003), On — the —job training requires ptalsimaterial, financial,
and information resources for efficient and effestdevelopment of em-
ployee. Generally, there is the believe that tteenemployees become
conversant with their job the more confident they, ghe minimal supervi-
sion required of them and subsequently buildingrtkelf-efficacy and
commitment, Wu, & Ang, (2011). Regular feed backsstrbe adopted to
determine the developmental progress. To thiswadyropose that:
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P3: on-the job training will have a significant impaoch employees’ job
performance

Off-the-job training

According to Hiltrop, (1999), the principal basisamst-effectively rea-
sonable benefit in high performance organizatiothésexhibition of supe-
rior talent. It is therefore, imperative to sendfisand employees to differ-
ent organizational environment with similar visianission, with similar
organizational values to aide them in developirgrtkkills acquire new
skills and learn modern trend of going about adstiative procedures,
Shobaki, & Naser, (2016). As much as there are nomsemerits, it has
some level of demerits, if it is not appropriatslyuctured and executed,
Tannenbaum, et al (1991). This can serve as a defgartop performing
employees. For example, some selected employedsecgiven a financial
support to upgrade themselves. Their knowledgesoheequently be solic-
ited to help others in the organization, withoutessarily adopting a habit
of frequently sending employees for further tragniand development.
This strategy can help companies and organizaticave cost while mak-
ing their staff effective and efficient and develdgem for a long term.
Therefore, the researchers propose that:

P4: off-the job training will have a significant efteen employee job per-
formance.

Mediating factor s of training and development programs

Organising training programs can be a difficultp&sally, when it is not
premised on the following factors; quality of th@imning programs, the
relevance of these training programs, and the &egu (Laird, Holton, &
Naquin, 2003). (Miller,1990) indicate that, traigiprograms must be sys-
tematically planned to achieve the set objectiv&swvever, a trained em-
ployee must know what is expected of him, he mestdnvinced that his
work has an appropriate task variety which willghblm to execute a job
that matches his skills. Trained employee must éeehfortable working
with a team. Strengthening the workforce to enhgeéormance must be
one of the focal points for training programs, (¥igu Davis, McNeill,
Malhotra, Russell, Unsworth, & Clegg, 2015). Hoeewrganizing varied
training programs should be an employers’ attittiRlsusseau, (1990), also
suggest that The period and time frame for trainémgl development
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should be an integral part of organizing trainimggrams. Nevertheless,
for training programs to be successfully implemdnteere are some facili-
tators; which answer the question how? Some ofetinesdiators include;
lecture, demonstration, discussions, presentatiah sseminar. Lecture is
one of the methods in which an address is deliveyeh audience (Rubio,
Bassignani, White, & Brant, 2008). In a situatiohere employees are put
in a room to receive training; for example, offethiob training, lecture can
serve as a medium of communication. Demonstratiorexample, can be
employed during orientation for newly recruit tmgethod will best help
them to understand the task ahead since it is cogEwveto give practical
explanation and exhibition at this stage, (Tannanha& Yukl, 1992).
According to Torrance, Colley, Garratt, Jarvis,d?jEcclestone & James,
(2005), On — the — job training can best serve eygds if discussions are
used as the medium of communication for traine#. §this can be a regu-
lar discourse to monitor progress and assess faeklslio ascertain im-
provements emanating from employees under trainiRgriodic training
programs may require seminars and presentatiomgramluce latest addi-
tions to the training regime. (Rushin, De Saix, lsdien, Streubel, Sum-
mers, & Bernson, 1997). Based on the above expositve propose that:

P5: Seminar, presentation, discussions and lecture fadilitate training
and development programs to significantly affecipleyee job perfor-
mance.

Conclusions

Primary reason for organizations to train and dgwé¢heir employees is to
build their capacities, to be effective and effittieOrganizations must not
see training and development as an act of faithleank it in the hands of
employees. Training programs must be tailored ibtke needs of the em-
ployees since these organizations are the ultimateficiaries. Training
aids in competitiveness across both internal artéreal organizational
domains. Moreover, organizations must showcasdtgtia¢ and quantita-
tive expressions in terms of the kind of trainirfged. Nevertheless, train-
ing program must be a consistent procedure, whickhrapasses the entire
career of the training beneficiaries to build thepfor future responsibili-
ties. It must also be noted that employee’s trairctivities is directly
related to output.

Training can be said to serve as the backbonewfdsmanagement and
increases the market value of employees. Althotiglining adds to the
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market value of employees, some organizationsfateeosiew that training
is expensive and therefore, prefer to invest ireotentures within the
organization. While training is needed to executeent jobs, development
provides skills needed for future responsibilitidewever, performance of
a staff can be determined by the quality revealedhieir output, as re-
quired by their organizations. A well trained enyge is satisfied, more
dedicated and show commitment. Due to technologidehncement, train-
ing and development is assuming an important nol@n organization.
Based on the extent literature review, the studgats that; There is a rela-
tionship between training and development progranesjob performance.
Training and development programs thrives on ifectifveness and these
programs impact on job performance. Since thisystsighurely qualitative,
we recommend that a quantitative or empirical gsidhould be conducted
by future researchers. Since the current studyaised towards academic
institutions, we recommend that future studies &hba conducted in other
institutions. Four types of training programs wereonsideration for this
study. Therefore, if future scholars would be iested in exploring more
training programs needed for a similar study.
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Annex

Figure 1. Proposed conceptual framework
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Abstract

Research background: In the current management conditions, relevant
knowledge is considered a key source of competdideantage. The competitive
advantage of a company is now based not only antisnal resources, but also it
is shaped by the results of its cooperation withéhvironment. Virtual organiza-
tions (VOs), seen as a specific form of organizingperation among independent
companies, are knowledge-based organizations.nkitdmowledge in a VO is
built during company’s development. External knadge is created on the basis of
relationships maintained with the environment, lo& ¢ne hand, and built relation-
al competences, on the other hand.

Purpose of the article:The paper is an attempt at the identification ef ithpact
of knowledge on the processes of creating VOs aiildibg relational competenc-
es.

Methods: The study included companies operating in Polanih Vgard to the
research method, data were collected in persotaiviews and a personal inter-
view questionnaire was the research tool. The mresteferring to the importance
of knowledge in VOs were so designed as to refleetnature of VOs and their
characteristic behavioural patterns. The studyseasiucted in 2018.

Findings & Value added A VO transforms knowledge into value-added preees
es in the market space. Without the right knowledg®urces and constant learn-
ing, VOs would not exist. In addition, having knedtje and experience is the
most favorable factor for creating VOs, while theick is the most limiting factor.
The results of the study also show that acquiriey Rnowledge through learning
among partners is one of the leading motivatiomscémperation within a VO. In
addition to financial benefits, the most importapsides of cooperation in a VO
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are: acquisition of new knowledge, exchange of egpee and development of
human resources. Increased knowledge resourcesrdrahced relational compe-
tences improve the competitive position.

Introduction

In the current management conditions, an increasthe importance of
information and knowledge, as well as of mutuahtiehs between busi-
ness entities have caused changes in the funagiafinontemporary com-
panies. Possession of the right knowledge resoamegelational compe-
tences is considered a key source of a hardly iabt@ competitive edge.
Nowadays the competitive advantage of a compabgsed not only on its
internal resources, but also it is shaped by theli®of its cooperation with
the environment (compare: Shin & Kook, 2013, pp-189; Chen (Ed.),
2005, pp. 898 - 902).

Globalisation processes, growth of information sties, pressure on
innovativeness, shortened product life cycles, eéased significance of
information and knowledge resources, as well aasa pace of modern
technology development — all of those phenomena hed to a quest for
new, more effective and more flexible methods agfanising business ac-
tivity. The inevitability of those changes makes ¥@n the field of practi-
cal applications — become an attractive form ohimg a business, particu-
larly for SMEs (see: Bremest al., 2001, pp.213-221; Kasper-Fuehrer &
Ashkanasy, 2003, pp. 34-64; Mahmoetdal, 2018, pp.17-27), which, for
one thing, have limited own resources and, for lzemwtare free from bur-
densome structures and have more operational ifiexib

A VO consists of independent members who in respomsn emerging
market opportunity quickly build a network of mukuelations, relying on
various forms of cooperation. Individual participgremploy their key
competences in order to create a perfect organisétihey operate as one
organisation) supported with modern information aathmunication tech-
nologies (see Kasper-Fuehrer & Ashkanasy, 200334464. With the key
competences of its participants, cooperative aiati temporary work or-
ganisation, decentralised authorisations, trustfeeebusiness associations
and the use of modern technologies, a VO becomesponse of today’s
enterprises to market changes and it is ready doead the problem of the
more and more frequently limited resources of singhtities against the
increasingly high social expectations (see Mikhail2002, pp. 393-401;
Janickiet al, 2015, pp. 19-31). A VO is an organisation headi#ypendent
on knowledge. Internal knowledge in a VO is builtridg a company’s
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development. External knowledge is created on #séshof relations main-
tained with the environment and built relationamgetences, which — in
turn — affects the competitiveness of VO particigan

On account of the above-mentioned aspects, thandsebjective has
been thus established as an attempt at the ideitifin of the impact of
knowledge on the processes of creating VOs andibgifelational compe-
tences.

The theoretical grounds of the publication (sectiprcomprise consid-
erations on the essence of VO and on the part ¢lay&knowledge and the
shaping of relational competences in the creatrahaperation of VOs. In
this paper, a VO is seen as a dynamic form of asgam cooperation of
independent companies (see Camarinha-Matos & Atsaesh, 2007, pp.
119-135; Zhongzhi Shet al. (Eds.), 2008, pp. 211-219; @iriewska-
Nowickaet al, 2017, pp. 111-124). The empirical part of theguapection
2 and 3) is based on the results of research ctedlirc 2018 which cov-
ered companies operating in Poland. The researttochévolved collect-
ing data from personal interviews and the rese&mohcomprised a per-
sonal interview questionnaire. The information aied throughout the
research was subjected to a structural analysiditiddally, the data were
juxtaposed with the results of the previous andoong studies on virtual
organising and forming relational competences i@eet). Finally, relevant
conclusions were drawn (section 5).

Research methodology

The research was conducted in 2018. It coveredonaicd small companies
operating in Poland. The size of an enterprise slassified by the number

of employees. It was based on the purposeful setecf enterprises and

twenty-two enterprises were selected; they wereacherised by high po-

tential for building relational competences andhia past three years they
had cooperated with other business entities wdhifO. Data were collect-

ed by direct measurement — personal interview. WJseitie research tool, a
personal interview questionnaire was prepared erb#sis of the body of

subject literature. The questions referring to M@¥e so designed as to
reflect the nature of VOs and their characteristehavioural patterns.

Thanks to the direct contact with respondents,as \wossible to provide

extra explanations of the terms used and to olat@ainprehensive research
material. The group of respondents was composedtefprise owners.
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For the purposes of the research the following tygsis was madeuita-
ble knowledge resources are a key element in Ingjldélational compe-
tences in the process of virtual organising of bass activity.

The information obtained throughout the researck wabjected to a
structural analysis, which allowed for the idewtifion of the most im-
portant aspects of virtual organising. On the bas$ithe acquired results,
the research hypothesis was verified and apprepanclusions were
drawn.

However, the nature of the research does not dtbowgeneralisation of
the observed regularities nor their applicatiothi entire SME population
due to an insufficient study sample, among otharmgth Additionally, the
use of interview questionnaires is inherently edato subjectivity of re-
sponses.

Results

Among the studied enterprises the dominant posif@ido) was taken by
micro enterprises, while small enterprises accalrfite 19% of all the
interviewed companies. A vast majority (86%) wagsresented by service
providing companies, with the other 14% being tigdtompanies. Addi-
tionally, most of the enterprises (77%) were congmwith a regional
business range. The nationwide scale of businessatpns was indicated
by 23% of the respondents. All of the studied qmtses had cooperated
with other business entities within a VO in thetghsee years.

In the first place, the respondents were askedtabeur motivation for
choosing this form of cooperation. Since the redsorestablishing a VO
may differ each time, the respondents were askeddioate three (out of
the list of eight suggestions) most frequent orasstarting cooperation
within a VO. There were sixty-six indications. Uptme analysis of the
data it emerges that the most popular reasonsstabkshing a VO given
by the respondents were: impossibility to reach dnjective single-
handedly due to the lack of suitable resourcedudmtg knowledge re-
sources (20%); better competitive position/incrdaseompetitiveness
(18%); acquisition of new knowledge through parshgr based on learn-
ing from each other (18%); and higher profits thhase that would be
gained through single-handed goal implementati@&o)l It means that the
possession of suitable knowledge resources undidlybiteotivates enter-
prises to create VOs.
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Subsequently, the respondents were inquired alendfits from coop-
eration with other entities within a VO. Out of theggested list of eight
benefits they could choose three most importantHeir enterprise. There
were sixty-six indications. The respondemnisst often indicated the fol-
lowing benefits: higher incomes (23%); improved patitive posi-
tion/increased competitiveness (20%); acquisitibmew knowledge, ex-
change of experiences and development of humanmneso (17%). Thus,
besides the financial gains, the studied enterppseceive new knowledge
as a measurable benefit from cooperation within VOs

Further, the respondents were asked about theiiaos on the role of
knowledge in the process of virtual organising.tliis point closed ques-
tions were used. There were four statements andegondents were to
agree or disagree with them. The results are pregen table 1. It turned
out that the majority of the respondents indicatiéfour statements as true.
Interestingly, none of those statements had 100%ositive responses. It
may mean that for some of the studied enterpriffesr dactors constitute
more significant elements of virtual organising.wéwer, the lion’s share
of the respondents admitted that suitable knowledgeurces play a deci-
sive role in building relational competences in pinecess of creating a VO.
One’s knowledge, skills and experience bear orséhection of methods of
seizing a market opportunity and on the outcontesy also affect the effi-
ciency of cooperation within a VO. Moreover, acdgios of new
knowledge through partnership based on learning feach other finds
reflection in future relational bonds of the entep with its environment
(including other VOs). Also, the relational competes built during coop-
eration within a VO translate into the buildingatompetitive position in
the market. Thus it may be concluded that the studnterprises empirical-
ly prove that knowledge plays an essential rolthnshaping of relational
competences in VOs.

Additionally, the respondents were asked aboutueatsle and limiting
factors affecting the process of creating VOs.hd juncture the respond-
ents had no limits imposed on their choice anddamgen questions. The
favourable factors which were most often mentiohgdthe enterprises
included: search for competitive advantages; slatkbowledge resources
and experience; development of information techmglalevelopment of
the electronic market; rising awareness; cliergguirements and expecta-
tions; as well as the growing importance of relagidoonds between enter-
prises. Among the most conspicuous factors limitimg creation of VOs
there were: lack of knowledge and experience; laickrust to potential
partners; lack of legal regulations for this forfrcooperation; lack of open
attitude towards changes and entering into suclparation; as well as
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financial risks. Thus knowledge is an essentiatdiacontributing to the
creation of VOs, while the lack of knowledge isr#ical factor limiting
that process.

Discussion

The research results allowed for the positive igifon of the research
hypothesis. For one thing, the lack of suitableoweses (including
knowledge) motivates to the creation of VO, for #ueo, an increase in
knowledge resources thanks to cooperation withMCais a substantial
benefit for individual participants. In fact, thedwledge and experience
gained enable a company to shape its relationapetances in its contacts
with the environment and may boost its competitag=n What is more, the
studied enterprises prove that possession of seikaowledge and experi-
ence unquestionably stimulate cooperative actiitighin VOs; whereas
their lack is a factor limiting the creation of VOs

However, the studied sample is not representatival SMES, so the
conclusions may be applied to the group of theistlenterprises only.

Studies conducted in 2009 on SMEs in Poland demairst a smaller
role of knowledge in the process of creating VOsthBps it was conse-
guent upon the fact that the studies were carrigdoo larger research
samples or, perhaps, those results were conditibpetle economic crisis
which affected business operations. At that tingertfain reasons for creat-
ing VO mentioned by respondents included: lowetsco$ business activi-
ty; acquisition of new markets; higher profits thdmose that would be
gained through single-handed goal implementatiod enpossibility to
reach an objective single-handedly due to the laickuitable resources
(including knowledge). Remarkably, acquisition efanknowledge through
partnership based on learning from each other wiag much lower posi-
tion. Among benefits from cooperation within a V@ete were: higher
incomes; better competitive position; entering nmarkets; and lower
costs of business activity. Back then only a feud®td enterprises saw
acquisition of new knowledge and development of &momesources as
benefits from cooperation within a VO (Stupska, 201

Additionally, it is worth referring to the resultd a research project on
relational competences in creation of the compaaiyes The research is
conducted on a group of large enterprises operatirfgpland, exhibiting
high potential for innovativeness and ranked asdiraleaders (project
implementation time frame: 2018-2019). Out of th&téen enterprises
selected for the study eight were studied in 2@b8ng many other things,
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they were asked about building relations with otbtities within VOs. It

transpired that among the eight large enterpridashnextensively expand
their relational competences in contacts with theirenment, none indi-
cated building relations with the VO environntettis thus a confirmation
of the theoretical considerations, namely: as enfof running a business,
cooperation within a VO appeals more to SMEs.

Conclusions

The aim of this paper was an attempt at the ideatibn of the impact of
knowledge on the processes of creating VOs andihgirelational compe-
tences. The research provided empirical proofskhatvledge is an essen-
tial element in the virtual organising of businessivity. On the basis of
the obtained results it can be concluded that:

1. upon the analysis of the responses, there are @ reasons for un-
dertaking cooperation within a VO and both areteslao knowledge
resources: impossibility to reach an objective Isifitandedly due to the
lack of suitable resources (including knowledgey acquisition of new
knowledge through partnership based on learning #ach other;

2. besides financial gains from cooperation within @,\the enterprises
mentioned other measurable benefits: acquisitiome knowledge,
exchange of experience and development of humanuiness;

3. the majority of the enterprises confirmed that:

— suitable knowledge resources play a decisive molbuilding rela-
tional competences in the process of creating a VO;

- one’s knowledge, skills and experience bear on gblection of
methods of seizing a market opportunity and onadieomes; they
also affect the efficiency of cooperation withiv®;

— acquisition of new knowledge through partnershipeoaon learning
from each other finds reflection in future relatmonds of the en-
terprise with its environment;

— the relational competences built during the codpmrawithin a VO
translate into the building of a competitive pasitin the market;

4. what is more, the studied enterprises prove thasgssion of suitable
knowledge and experience stimulate the processeating VOs, while
their lack constitutes a factor limiting that prese

! Based on data obtained within: research projecR®b7/25/B/HS4/02135, National
Science Centre, Poland, R.P.Karaszewski-Principaddtigator
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The results confirmed the research hypothesis sty does not finish
the subject of the role of knowledge in buildindat®nal competences in
VOs, though; it is an inspiration for another stumly a larger sample of
enterprises and for a more profound analysis ofrtipact of knowledge on
the process of virtual organising.
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Annex

Table 1. Role of knowledge in the process of virtual orgemys

Statements analysed Numbe( of Per centage
by studied enterprises enterprises
YES NO YES NO

Suitable knowledge resources play a decisive role i
building relational competences in the process of 17 5 77% 23%
creating a VO
One’s knowledge, skills and experience bear on the
selection of methods of seizing a market opporyunit
and on the outcomes; they als% affect the gfrf)it;%ic 21 1 95% 5%
cooperation within a VO
Acquisition of new knowledge through partnership
based on learning from each other finds reflecition
future relational bgonds of the enterprise with its 18 4 82% 18%
environment (including other VOs)
The relational competences built during the
cooperation within a VO translate into the buildiofg 19 3 86% 14%

a competitive position in the market

Source: own work.
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Abstract

Research background: Currently, with a growing economy and established
financial resources, the concept of efficient tpaomation and logistics has been
gaining increasing importance in both research paoticy making strategies.
Implicit in many of the promoted initiatives towardbuilding smart cities, is the
need to promote logistics collaboration. In lightthe current fiercely competitive
business environment and the problems of glob#&zahat we face, the demand
for sustainability requires new designs of modetdogistics collaboration.
Purpose of the article: In order to ameliorate this problem, the areamfzontal
cooperation between enterprises(shippers) shoutbbsidered as it could make a
valuable contribution to more flexible and thus dmative and competitive
logistics. In this paper, the impact of horizontalllaboration in sustainable
logistics has been studied.

Methods: The first specific field of analysis sheds light @am example of
collaboration. In this context, methods such askbagling are described. The
investigation of that method focuses on how suatdm it is, and in addition,
emphasizes how highly relevant it is to both theoiration and competitiveness in
our cities as well as being a viable way to achiaveetter utilization of our
transporatation capacity. Next, the paper invesgthe question of allocating the
total cost among the members of the collaborat8oame thoroughly studied cost
allocation properties from cooperative game theseydiscussed.

Findings & Value added: We conclude that basic cost allocation methodghini
have some undesirable properties for the shippdiabmration problem.
Accordingly, one must choose a set of desirablpgntes that suit the problem at
hand. The findings may serve as a basis for funtesearch on the subject, and
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public managers may consider applying our findiimgthe area of the management
of their cities.

I ntroduction

Sustainability is a term that is widely used to ali® the process of
enhancing the quality of life and thus allowing plkeoto live in a healthy
environment and improve the social, economic andre@mmental condi-
tions for present and future generations (Ortel.e2009).

Over the past 10-15 years, sustainability in freigiinsport has become
a major preoccupation in the logistics sector (Jeat al., 2015; Touboulic
and Walker, 2015). It is estimated that freighh#gort accounts for rough-
ly 8 per cent of energy-relateth, emissions worldwide (Change, 2007).
Making logistics sustainable involves reducing carlemissions and im-
proving the efficiency of distribution.

The rapid development of the logistics sector himsusated carriers to
establish horizontal coalitions and share theioweses. On the one hand,
carrier collaboration aims to reduce costs, in@ga®ductivity, improve
service levels, and strengthen market position Harisg truck capacities
and operations (Cruijssen, Cools, & Dullaert, 200 the other hand,
shipper collaboration aims to reduce empty trayainximizing backhaul-
ing opportunities (Furtado et al., 2015).

In this context, the paper discusses backhaul i@z cooperation in
road transportation as a way of reducing both todats and carbon emis-
sions during distribution activities in the trangjption arena. The backhaul
customers are served after all of the line hautarners on the route have
been visited. Backhauling results in a more effitiuse of the available
means of transportation and this in turn producdstantial sustainability
and cost improvements for the cooperating compaliiegractice, another
challenge faced by the supplier is to divide inaa fvay the total cost
among the cooperating companies. In this paperdeeeas this challenge
and discuss methods for the supplier to allocagetabal costs among the
coalition members.

The contribution of this paper is thus threefoldstly, the paper sum-
marizes the recent developments in horizontal c@dipe for sustainabil-
ity. It is demonstrated that the inclusion of baakhcustomers in the plan-
ning of vehicle routes can decrease both costscarttbn emissions. Sec-
ondly, cost allocation methods are applied from fiet of cooperative
games theory for the studied examples to deterthiméndividual cost for
each of the partners in the alliance. Finally, éxperimental results high-
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light the fact that significant savings may be agbd through cooperation.
In order to allocate the total cost to the différpartners, we suggest that
decision makers should make a comparison betwebltknavn methods.
The paper is organized as follows. Initially, thterbture review con-

cerning horizontal collaboration and sustainabil@ypresented. Section 3
presents cost saving allocation methods based apecative game theory.
Section 4 describes the experimental results, whiehfurther discussed in
Section 5. Finally, conclusions, as well as immetation and possible
directions for further research, are provided.

Horizontal colaboration and sustainability

The available literature concerning sustainabléstags is mainly divided
into two approaches: minimizing costs and miningzianvironmental
impact. Table 1 shows a number of horizontal comjpan case studies that
have been published recently. Despite the difteseope, these figures
show that horizontal cooperation contributes sigaiitly to reducing
CO, emissions. Supported by the aforementioned figuteis, clear that
freight transportation and logistics cooperatisrof critical significance
from a social perspective by the reduction not arsfliemissions but also
other environmental issues such as noise, landndenergy consumption
(Korzhenevych et al., 2014).

The main activities influencing environmental impand costs in
logistics are: transporatation, manufacturing, poeduse, testing, end-of-
use alternatives (Neto et al., 2008). By formingaalition, the partners
gain the ability to search for larger improvemeirtssustainability and
efficiency (Vanovermeire et al., 2014). For exampkhe cost of
transportation is one of the factors that may bprawed as a result of
horizontal collaboration.

In this paper, a simple backhaul-based example cissidered to
illustrate how collaboration can help carriers &mluce their operational
costs. We assume that companies are incentivizeshéoe trucks and
routes to reduce both transportation costs anduheer of vehicles in use.
The goal is to minimize distance-based costs asd, @direct consequence,
to reduce the environmental impact. This may beeolesl in Figure 1,
where two carriers A and B operating in three sitsge considered. We
assume that the cost of traveling between twoscigethe same for both
carriers and, for the sake of simplicity, that ¢hé no difference in cost
between traveling loaded or empty. The cost C &eijht F being
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transported between cities are given, where a dadine represents
repositioning.

Firstly, a non-cooperative scenario is considenaghich each company
manages its own clients without backhaul strategMthout collaboration,
carrier A and B will gain the following profits:

Profit A = F13+F32-C13-C32-C21= 800+1200-300-400-20100
Profit B = F21-C21-C12=1000-200-200=600

Next, a cooperative scenario is considered, where ¢arriers are
willing to cooperate. If carrier A serves lane {2dristead of carrier B, they
significantly increase their profit margin by retug their numbers of
empty trips.

Profit Network = F13+F32+F21- C13-C32-C21=800+120D080-300-400-
200=2100

Results show that significant savings may be aehiethrough
cooperation.

Resear ch methodology

The cost allocation (or gain sharing) issue corgéne problem of how to
fairly allocate common costs to collaborative skeifgp In this Section,
selected allocation methods are introduced.

A cooperative game with transferable utility (TU game) is a péi¥, v)
where N = {1,2,...,n}is a player set, angt 2™ —» R is a function such
thatv(@) = 0 is called thecharacteristic function of the game. A subset
S c Nis called a coalition, anl is called thegrand coalition. The number
of all subsets ofN excluding the null set is equal @ —1. When
tion S cooperates, the total cd3tS) is generated and it is expressed as

v($)= ) CAN =S, Vsen,

€S

The first method isequal allocation. This allocation method gives an
equal portion to each player and is defined byetngation
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v(N)
N

HOE
The Shapley value (Shapley, 1953: 307-317) is defined by the formula:

STt (n — |S]

" - (v(Su{iH—v(S)), forall i€S.

;) =
ScN\{i}

It is simple to implement, hence it is widely usedoth economics and
logistics (Krajewska et al. 2008: 1483-1491; Vamowere et al. 2014:
339-355).

The last commonly used solutions conceptiNigleolus, defined by
Schmeidler (1969: 1163-1170). The &eis defined by all the allocation
vectors which satisfy the efficiency conditi®icy x; = v(N) and also the
individual rationality constraint; < v({j}), Vj € N. The nucleolus is an
allocation vectorx € X whose excess vector is lexicographically greatest.

Simulation result and analysis

In this section, the total cost of cooperation dhd usefulness of the
concept of allocation methods for the distributaiithe collaborative cost
is illustated by testing these concepts on a ifmaldata set taken from
Pradenas et al. 2013.

It is assumed that the carriers and shippers aneadled by the same
companies. Moreover, the case in which backhawtdashorizontal
cooperation among companies takes place is analfzedcompanies are
incentivized to share trucks and routes in ordereuce transportation
costs and the numbers of vehicles in use.

In Pradenas et al. 2013 cooperation in vehicleimguproblems with
backhauling between four transport companies (ACBD) is proposed to
promote energy minimization. The results of thefedént coalition
combinations are presented in Table 3, and arrargedrding to the
number of carriers participating in the coalitioasbd on the existing test
instance in Pradenas at al., 2013. The objectiresoaminimize both costs
and the CO2 emissions of transportation. Whildrggtip a new coalition,
the players need to take into account the stalfityhe grand coalition and
success of the collaboration. A coalition is coastd stable if none of the
partners can improve their situation by formingua-soalition. It may be
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seen in Table 3 that the total cost of a sub-doalis always lower than the
summed stand-alone costs of the players involved.

Depending on the allocation method, a differentsitim of the costs is
realized, these diffrences are demonstrated ineT4blThe contribution to
the grand coalition is calculated using

Z(U(S) _u(S{i})), Vi€N.

i€es

Table 4 shows the comparisons among equal allogafibapley value
and Nucleolus. Cost savings allocated to carriesalculated according to
the algorithms presented in Section 3. Net cosalsdihe stand-alone cost
minus Cost savings.

The results show clearly that it is worthwhile tooporate, the cost
savings range from 9.3% to 49.7%. For the Shaplayiev and equal
allocation similar results were reported. The Nakle method differs
however, by allocating higher costs to partner &8 to his higher stand-
alone costs and the property of finding a soluiiothe center of the core.

Every cost sharing method takes an input from f@i@int number of pa-
rameters. For instance, the Shapley value methloasied only on costs and
includes all possible sub-coalitions, while the aquethod and Nucleolus
method does not take into account all possibleittmas. We can therefore
state that by choosing a cost sharing method,taisencentive is given to
the partners in the coalition. The idea is sumneariin Table 5. Due to
several different challenges faced in establistdnigpgistics network, the
desirable cost allocation properties are identifiddcause the carriers are
guided by their own self-interests, all of the Eas need to agree on one
method. This problem is very important because warfgir allocation im-
mediately causes the alliance to be disbandedchiakenge is to design a
mechanism that allow carriers to manage a collalborand is simple, fast,
and effective in terms of benefits to all particita This issue will be dis-
cussed in our future research.

Conclusions
The paper studies the potential of improving sustaility logistics by im-

plementing collaborative distribution. Such colledt@mn is presented in the
form of backhauling that could be an effective teigg to reduce distance-
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based costs as well as the emissior€0s duringhdison activities in
the transportation arena.

The theoretical contribution of the paper is impaottboth in terms of
showing the role of sustainable logistics and tgagre the attention of
company managers and policy makers in many cosnareund the world
in order to emphasize the application of game thsotutions to logistics
and product delivery. With this paper we intendstionulate research into
collaborative schemes that may contribute to acgalu in both gas emis-
sions and the number of vehicles in use.

Having studied the application of game theory istaimable logistics,
there now exists a powerful motivational argumentféirther research into
such problems. Several research paths are pogeibtee current study.
One research path would be to develop a metahieuaigproach to effi-
ciently manage routing problems with backhaulingl 4o test this ap-
proach. A particularly challenging research dimttconcerns the proposal
of an allocation method that should be fair andeptable to all carriers.
Finally, the formation of coalitions without compdeinformation should
also be investigated.
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Annex

Table 1. Selected papers employing horizontal cooperatigustainable logistics

References Cost (;‘02
Sprenger and Monch -25%

Lin and Ng -20%
Li -28%

Pradenas et al. -30% -30%
Juan et al. -16% -26%
Soysal et al. -17% -29%
Munoz-Villamizar et al. -25% -25%
Danloup et al. -26%
Verdonck et al. -22%

Vornhusen et al. -18%

Krajewska and Kopfer -12%

Cruijssen and Salomon -15%

Table 2. List of symbols
N — grand coalition
i,j — an individual player
S,T c N —a subcoalition
|S| - the number of partners in coalition S
v — characteristic function
@, (v) — cost saving allocated to player
C(S) — total cost of subcoalition S

Table 3. Cost of each coalition

Contribution to

Comiton Towost  CCTERSA e thegand
coalition
A 804 0 0% 1245
B 1028 0 0% 1340
C 1022 0 0% 2075
D 1011 0 0% 1771
AB 1751 81 4.6%
A,C 1745 81 4.6%
AD 1747 68 3.9%
B,C 1985 65 3.3%
B,.D 1784 255 14.3%
C,D 1867 166 8.9%
A,B,C 2457 397 16.2%
A,B,D 2775 68 2.5%
A,C,D 2357 480 20.4%
B,C,.D 2775 286 10.3%

A,B,C,.D 2793 1072 38.4%




Table 4. Allocation of coalition costs using different mets

A B C D

< o = Cost savings 268 268 268 268
.% % -% Net cost 536 760 754 743

- Savings ratio 33.3% 26.1% 26.2% 26.5%
o Cost savings 253.9 217.8 340.3 260.1
S 5% Net cost 550.1 810.3 681.8 750.9
n=>o Savings ratio 31.6% 21.2% 33.3% 25.7%
_ 0 Cost savings 289.8 95.8 507.8 178.8
E % Net cost 514.3 932.3 514.3 832.3
z0 Savings ratio 36% 9.3% 49.7% 17.7%

Table 5. The incentives of different cost sharing methods

Property Definition Equal Shapley Nucleolus
Efficiency the total value of the grand+ + +
coalition is distributed
among the players
Individual rational the total value of the grand+ + +
coalition is distributed
among the players
Dummy players the total value of the grand + +
coalition is distributed
among the players
Stability Individual rationality is ensured +

for every sub coalition.

Monotonicity The monotonicity property + +
guarantees that the charges will
be non-negative, and the
system will not lead to any
player subsidizing any other
player

Figure 1. Collaboration among two carriers - backhaulinghsc®

Carrier A Carrier B Network

/

F=1200
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Abstract

Research background: Modern companies are looking for a competitive ad-
vantage, not only in new technologies and innoeapvoducts offered to clients,
but also in the introduction of modern tools to mgement. This type of activities
includes the implementation of the concept of snatde development, eco-
development and CSR into management practice.dctipe, their implementation
can serve different purposes and fulfill variousdiions. Research shows that
some companies with a strong market position trshift organizational and finan-
cial burdens associated with the implementatiorsalécted socially responsible
practices to their subcontractors, while usurpihghe same time the effects of
their application. Also they often introduce sadums that the market forces to ap-
ply as CSR initiatives, although in practice they BR activities only. Therefore, it
is interesting to conduct research aimed at didgggabe real intentions of intro-
ducing this kind of solutions into practice.

Purpose of the article: The analysis of literature and company informat@m
CSR practices and sustainable development, ingueao-solutions, allows us to
diagnose research areas that require deeper anahgiallow us to determine the
purpose of the proposed article. It is to examio® individual pillars of CSR and
sustainable development are used in creating aptémenting the organization's
strategy and shaping its image, and in what sdoatit should be assessed as a
"greenwashing".

Methods: Implementation of this objective will be servedthg study of interna-
tional literary sources, as well as case studieglocted on the basis of source
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materials of selected companies and institutionslired in reporting good prac-
tices.

Findings & Value added The result of this analysis will be the presentabf the
study outcome and the conclusions that result ftdor business practice. Particu-
lar attention will be paid to issues concerning itiftluence of organizational cul-
ture on the implementation of socially respons#évities or their faking, as well
as the impact of implementation of social respdligitassumptions on organiza-
tional culture and company management.

Introduction

For many years there have been attempts in higiheldped countries to
find a compromise between striving for profits anath a way of function-
ing that guarantees maintenance of a positive inragdong period o time.
Solutions resulting from the implementation andiresion of CSR con-
cepts belong to those activities by means of whiwnagers try to join
these areas.

All the activities taken voluntarily by the compasiwithin the concept
of CSR are indicated by ethical standards and extteeminimum level of
commitments towards stakeholders resulting from riiles of law (An-
yanuwu & Nweaka, 2014).

In the opinion of Albinger and Freeman, CSR is itin@st appropriate
configuration of social responsibility principlegrocesses of reaction to
social problems and also of policies, programs possible to follow re-
sults, referring to company social relations fochedusiness organisation
(Albinger & Freeman, 2000, p. 243). And all theidties taken voluntarily
by the companies within the concept of CSR arecatdd by ethical stand-
ards and exceed the minimum level of commitmenistds stakeholders
resulting from the rules of law.

In spite of undeniable benefits resulting from Q8RkRs numerous ques-
tions and ambiguities concerning the implementationd realisation of
CSR arise as well. First of all, it is still dissesl who should be socially
responsible - business or a businessman. A prdigtaction between PR
activities (Gohil & Gohil, 2016) and CSR activitiessanother area of dis-
pute. Dispute also concerns such an issue as ho@3R can be formal-
ized (Pflugrath et all., 2011) and measured andlfirwhether the obliga-
tion of being socially responsible can be imposed@mpanies.

However, in reality we hear more and more ofteaf timder the guise
of CSR activities, companies use fraudulent prastiar even commit mis-
demeanors and crimes which allow them to achiebeteer market posi-
tion, sometimes even without generating additiausits (Toppinen et ell.,
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2010). That's why one should agree with the stateroé Sachs, that the
societies indiscriminately recognized the impleraénh of the sustainable
development and CSR as a salvation for the Eartbhws environmentally
endangered (Sachs, 2010, pp. 1-5).

That's why the questions arise: Firstly, is it #oguiescence for the un-
fair practices, if its possible to conceal thene thue reason explaining
appearances of irregularities in the implementatbil€SR, and likewisly
the cause for tendency of using cheap catwalkgadsbf real activities?
Secondly, is it the desire to generate profit witvest possible cost the
source of such behavior, or are there other factsponsible for such a
state of affairs, like cultural conditions, for tegample?

The consequence of asking these questions is y atmed at assessing
whether the largest Polish companies reach PRipeacand greenwashing,
implemented under the name of CSR, and what thestiges have conse-
guences for the assessment of these companiesiallys@sponsible.

Literature review

In contemporary studies on corporate social respiifig many research-
ers notice the existence of a relationship betwherpossibilities of intro-
duction and implementing CSR, and the dominantucellin the organiza-
tion. Thanks to this, CSR becomes a managemenegyr@ased on multi-
dimensional relations, and not just an attractiuélip relations tool used
for the promotion of the company.

At a same time more and more often one can nolieeekistence of
negative phenomena in business results from thedermy of maximising
profit and attempts of frauds and confidence tri¢ksthe effect the notion
of CSI - corporate social irresponsibility is marad more common in
world literature (Bowen & Aragon-Correa, 2014).

Increasingly used greenwashing is another actodtygerous for stake-
holders and the environment. It's an intentional laeneficial for company
act of spreading disinformation, in order to comerstakeholders - espe-
cially consumers - that the company acts responsiftl ethically towards
society and the environment (Rowell, 2002, p. 19).

Along with how greenwashing methods and technicagssome more
and more sophisticated and take the form of "symbwbrporate ecolo-
gism" (Short & Toffel, 2010, pp. 369-396), they bee more and more
difficult to grasp and prove.

The brief literature review presented here andisisees raised at it
prompted the authoress to make an attempt of iigetistg whether the
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largest companies in Poland seen as socially reggenmplement genu-
ine CSR strategies in building market position @&mdge, or do they use
unethical, immoral and illegal ways in order to miize costs while
achieving the greatest benefits.

Research methodology

The basic source of information on the basis ofcithe research was
conducted is: scientific publications on the issugsnions of experts and
reports. The presented analysis was also carriethased on data and in-
formation provided in the latest CSR reports by panies belonging to the
WIG 20 group, as well as reports by journalistscggdizing in so-called
"Investigative journalism", who gather and veriffdrmation’s about vari-
ous types of practices that are contrary to thecppies of CSR and sus-
tainable development.

The examined companies were divided into threegoaies, based on
information on the basic business profile: indastednd commercial enti-
ties, service providers and thirdly insurance andrfcial companies. In the
group of industrial and commercial companies listadWIG 20 are nine
companies: CCC, JSW, KGHM, LOTOS, LPP, PGNIiG, PKNe® and
SANPLAST. Secondly, six companies conducting conumaérnd service
activities: Eurocash, CDProjekt, Cyfrowy Polsata@ge Polska, ENER-
GA, PGE and TAURON. Lastly, five Insurance and ficial entities: Ali-
or, PKO BP, PKAO SA, mBank and PZU SA.

The study includes the analysis of reports devel@iter the entry into
force of EU rules on the obligation of non-finariaieporting. For most
companies, these are reports for 2017. At the tihen study was con-
ducted, only one company published the report @182 so it was assessed
by the authoress.

Results and Discussion

Most of the surveyed entities issued integrateentsp adapted to EU re-
guirements and containing a very large amount af-firancial infor-
mation already in 2016.

The type and level of reporting in the surveyed panies are presented
in Table 1.

Only one of the companies does not publish commendgilable re-
ports, nor does it place information about thegwead reporting standards
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on its website. The fee must be paid to accesseperts. The rest not only
create CSR reports, but more and more often devaloprehensive inte-
grated reports, consistent with the guidelinesatfane, but several stand-
ards at the same time.

Most often it is the GRI standard, based on iteoilgersion reports 14,
while 6 companies use newest version. Increasinglyhe CSR strategy,
and thus in its reporting, ISO 26 000 is includetb-companies, some of
the surveyed organizations also include UN guigalinncluded in the
Global Compact (GC) and Agenda 2030 for sustainat#@eelopment
(http://ungc.org.pl/sdg/sustainable-develompentigoalt is also worth
noting, that all companies of the WIG20 group weoented by the War-
saw Stock Exchange analysts among the elite grbsimok exchange enti-
ties meeting the requirements of the RESPECT IriB&x

When examining company reports, we see great @entin their
preparation and very meticulous registration ofaativities that allow us to
state that the company meets the requirement tainaard, which it uses as
a basis.

However, it should be remembered that reporting lapasting about
achievements and good practices in the area of d@iféR not mean that at
the same time companies do not conduct activities, can be considered
ethically questionable or even contrary to the G sustainable devel-
opment principles. The best examples of this arepamies from the ener-
gy and mining industries. In their reports, theiprthemselves on actions
for the environment and social well-being, and liagtice invest more and
more in acquiring and developing conventional epesgurces, while the
amount of "green” energy they produce is symbti2017 it was 21 210
GWh at the total production of 179 335GWh, or 1264&f the total energy
generated (https://www.are.waw.pl/).

In energy and mining companies case there arelevisiements of PR
manipulationsPhotographs presented in folders and reports arersim
way that makes elements of the natural environnfentsts, green fields
and blue water appear in the background. Fumingchys are rarely seen
however, there are no mine heaps, waste dumpsvopemental elements
with visible mining damage. Even though in the sundings of those fa-
cilities, changes can be encounter at every shgficdting the degradative
nature of their activities. Even though for yedreyt have been one of the
largest polluters in Europe (Europe;s ...).

The charts included in the reports show a decrgasinission of gases
harmful to human health and the natural environmigistuding SQ, but
there are no data on changes in,@@issions.
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Other matter related to these issues is the exeeegploitation of hard
coal deposits, extraction of which becomes moreraate dangerous and
more expensive, and at the same time it cause amateénore mining dam-
age. In 2016 the mining company spent almost PLNmibon on their
removal, and in 2018 it was already over 92 mill{bitps://www.jsw.pl/
media/wydarzenia/artykul).

In reports, this problem arises, but is presenmtesuch a way, that the
reader may get the impression that it is of noiigant, and that it does
not contribute to the deterioration of the conaiti@nd quality of life of the
inhabitants of city Jastghie and it's surrounding.

There are also ambiguities and doubts about tressisent of the actual
activity and purposes of CSR reports prepared hgrogroups of compa-
nies. Particular doubts concern the LPP repornyhich case it is the first
document so comprehensively developed by this compahe question
arises whether the company was forced by EU regukatto develop a
CSR strategy and undertake reporting, or maybeaithewvas to strengthen
its image, heavily damaged after the collapse biii&ing that was LPP's
production facility and the deaths of about 1,1@®pde working there.
Probably both events should be connected with etiedr. Considering the
amount of space in the report devoted to effortderfar improving safety
at work in Asian companies producing for LPP, #esond goal was prob-
ably dominant here. Especially that in LPP repbdré was no mention,
that activity resulting with improving occupationbéalth and safety ap-
peared only after this incident, and there is rformation regarding the
issue of compensation. It seems that in the ye@i8-2017, in business
practice implemented in Asian countries, LPP svattfrom greenwashing
activities to a carefully developed and implemerf&dcampaign. But is it
already a social responsibility? It's probablyl 4tib early for such state-
ment.

In addition to data analysis for individual growgs individual compa-
nies, you can also indicate the information appgain the reports of al-
most all companies that raise doubts as to the&szsnent as solutions for
socially responsible companies. These issues conmamporate govern-
ance, and more specifically diversity policy. Eadtthe surveyed compa-
nies states that they do conduct such a policyustgrtakes intensive ac-
tions to combat all forms of discrimination, andthe same time it is
enough to familiarize with the composition of masagnt boards and
supervisory boards in order to gain certain doubtgach of these groups
there are only, or almost only men, also managenaltions are more of-
ten occupied by representatives of this sex.
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Most of the reports also show data indicating tleahale employees
working on same position as men receives lowerrisalaOne can speak
about reporting information about the existencéhef "glass ceiling" phe-
nomenon in the higher structures, while there isnfiormation indicating
that the company notices such problem. On the dthed, there are em-
phasized information about equal participation ohven and men in train-
ing, identical assessment systems, etc.

For service and financial-insurance companiescharacteristic, that
they employ mainly young people, aged no more 8@&4d0 years, and the
number of employees in older age groups is sigmitily falling. Opposite
problem can be seen in industrial companies, ealhediSW, where a sig-
nificant percentage of the crew are people oveod@yven 50 years old, so
here, in turn, a generational gap may occur, ana @sult an inability to
inflow new employees in future. Of course, theser@mena cannot be
identified with the negative phenomena that accamgenproper imple-
mentation of CSR, but in the future they may pdsedts to the function-
ing of the organization and foster unethical paadiin the area of em-
ployment.

Summing up, in the studied reports, apart fromalkaé non-financial in-
formation, PR elements do appear, but no typicalities have been no-
ticed that can be classified as socially irresdaasdr as a greenwashing.
High ratings of the reports of the surveyed comgaigsued by independ-
ent auditors and expert institutions, with the Resible Business Forum
at the forefront, seem to confirm this.

Conclusions

The analysis of issues of interest to the researoaée in this study, based
on integrated reports, as also reports on sustainegyelopment, CSR and
scientific and journalistic studies as well, matdpdssible to conclude, that
in the surveyed companies and their reporting,adlgaiesponsible practic-

es and their proper presentation prevail.

However, in many cases, there will also be attertipts/pass or down-
play unfavorable information, and to take initi@svincluded in good prac-
tices in order to weaken public dissatisfactiomfrthe negative impact of
the organization on social development and therenment, instead of
forming conditions for long-term progress for batmpany and communi-
ties that companies can influence.

In the reports under review information’s impossibd unequivocally
assess as socially responsible appeared, yet gmelecnamed as PR mes-
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sages rather then greenwashing, but they are lédadygh benign forms of
influence and do not affect the perception of thasapanies in society.
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Annex

Table 1. The type of report and standards on the basis of which it was created

typeof —— Typeof report GRll\lor ms of rlespgrt N

VY gev, CSRIMed noddd —oi e oo0 D' IR
inds. 3 0 5 1 6 3 ) 3 9
Serv. 0 1 5 0 6 0 2 0 6
finan. 0 0 5 0 2 3 5 2 5

Source: own study based on company reports.
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Abstract

Resear ch background: Most of the attempts to commercialize technologirds

in failure, and thus the ability to timely and ottjeely assess the expediency of
technology commercialization, in order to avoid #poductive investments is a
crucial step for the institutions engaged in sdfentesearch and R&D. In the
course of research has been established, thatfispeof different technology
manufacturing branches are important for asseshimgommercial potential. The
scientific literature of the last years did not @aito account the specific of
biotechnologies and laser technologies.

Purpose of the article: This article discusses in detail the preparati@mtgsses of
the models for assessment the commercial potesttiblotechnologies and laser
technologies. The results of the expert survey dina determining the
significance of the factors are compared, efforésraade to identify differences in
the assessment of the commercial potential of thesdechnology manufacturing
branches.

Methods: the multiple criteria method is applied the seétattof which was
determined by the motive related to the goal oéssment - assess the commercial
potential of biotechnologies and laser technolagies

Findings & Value added: Customization model for assessing the commercial
potential of technologies for different technologynufacturing branches would
allow achieving a more objective assessment ofctiramercial potential and a
more rational use of resources.
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I ntroduction

It is known that each project on technology comradization is extremely
receptive to both time and financial investment.ohder to avoid non-
productive investments, the organizations perfogriR&D activities use
measures for assessing the commercial potentiateohnologies to
substantiate decisions on the expediency of teoggatommercialization,
i. e. measures for assessing the commercial pateoti technologies.
However, in the course of research it has beeledtad, that specifics of
different technology manufacturing branches areoirtigmt for assessing
the commercial potential.

Initial sets of factors was developed based onipuosly developed
universal set of factors (see ZemliclkierMaciulis, & Tvaronaviierg,
2017, pp. 413) and a literature review dedicatedhto specifics of the
commercialization of biotechnology and laser tedbgies and the
principles suggested by Belton and Stewart (20Afterwards, these sets
of factors was revised based on an expert survelyveas used as the
research tool for determination the significancefadtors. The article
briefly presents the results of development ofaddtictors and the results
of the expert survey aimed at determining the &pamce of the factors
that are compared. Efforts are made to identifyfedéihces in the
assessment of the commercial potential of these technology
manufacturing branches.

Resear ch methodology: development a sets of factors and determining
the significance of the factors for assessment commercial potential of
biotechnologies and laser technologies

The first stage of the model’s customization preceslevelopment a set of
factors for assessment commercial potential of neldgies. Based on
multiple criteria decision making (MCDM) methodbgetset of factors is
the basis for determining the significance of thetdérs and the meanings of
factor values. Previously proposed set of facteee (Zemlickied, 2015,
pp. 125; Zemlickied, Matiulis, & Tvaronavtiene, 2017, pp. 413) was
used as a basis in the analysis of the specificsthef different
manufacturing branches. With the help of sourcedyamg the problems
of technologies development, of intellectual préypéaw and the problems
of different engineering sciences, the author tt@efind out challenges and
problems are faced representatives of these temimomanufacturing
branches in the process commercialization and eneedv sets of factors
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for biotechnology and laser technology to completingn previously
proposed universal set of factors.

Industrial biotechnology is one of the most promgsitechnologies
around. It has the potential to address some ofwbdd's greatest
challenges, such as feeding a growing populatiod affering new
alternatives to our scarce natural resources. Athdhere is a long way to
go, if industrial biotechnology reaches its fulltgatial it has the potential
to impact the world. The biotechnology pathway lre tmarket in the
human and animal health field is very complex laditby the need for
comprehensive safety tests, multi-level clinicalals and regulatory
approvals.

Regarding Vuet al. (2018), Mamzeret al. (2018) based on the
specificity of the commercialization of biotechngyoand the proposed set
of factors for evaluating the commercial potentiitechnologies, it can be
stated that the factors most relevant to the comialeration of
biotechnology are:

1. Factors included in previously set of factors fossessing the
commercial potential of biotechnology:

1.1. Financing potential (C1);

1.2. Impact of the potential product durability in order create a
renewable source of income (C5);

1.3. Predicted period of product development (C6);

1.4. Ability to copy technology (D2);

1.5. Competence of technology transfer personnel (F3);

1.6. Benevolence of national legislation for commereitiion (G1).

2. Factors are recommended to be included in the &daators for
assessing the commercial potential of biotechnology

2.1. Accessibility of the infrastructure;

2.2. Accessibility of specialized staff;

2.3. The consequences of patenting for the developnigatbnology.

Comparing the use of lasers with the use of otleshrological
products, it is important to understand that tlisnbt a mass-market
product, and laser technology product developers the business-to-
business (B2B) model. This means that their uselisbe& specialists in
specific fields with specific competencies in tiedd, so in this case a ease
of use of the new product, is important i. e. thedpct must be designed in
such a way that its users have sufficient competaocuse it. In the
development of technology there are a lot of inwestts for research. On
average 5 to 10 years passes from the beginningheftechnology
development to the first profits. High-tech lasechnology is particularly
used in the war industry. In order to prevent dllegse of laser technology
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in the military industry, there are sufficientlyrist regulations on the
export of optical components outside the EU. Las®relopment is not
possible without special equipment. Precise meshasyielectronics, optics
manufacturers are required. These components bha pire-ordered.

Regarding Soet al. (2017), Ferreira and Franco (2017), Khaligtel.
(2015), Tsakt al. (2017), Vasanthet al. (2014) based on the specificity of
the commercialization of laser technology and theppsed set of factors
for evaluating the commercial potential of techigyi¢s, it can be stated that
the factors most relevant to the commercializatiblaser technology are:
1. Factors included in previously set of factors fossessing the

commercial potential of laser technology:

1.1. Level of experiencing difficulty in the use of tpetential product
(B4);

1.2. Predicted period of product development (C6);

1.3. Dependence of technology functioning on geograpigaatic
circumstances (E2)

2. Factors are recommended to be included in the &daators for
assessing the commercial potential of laser tecigyol

2.1. Accessibility of the infrastructure;

2.2. Accessibility of specialized staff.

On the basis of the new sets of factors for agsgdsie commercial
potential of technologies, an expert evaluationstjoenaire was designed
and a two-stage expert survey was conducted. Tiveyed experts were
selected considering: 1) experience in the processtechnology
commercialization in EU countries 2) and posititvedd by the experts in
the institutions developing technologies as welliraghe establishments
responsible for the promotion and control of tedbgp commercialization.
To confirm final sets of factors was conducted flret stage of the
research. Figures 1 and 2 present a set's of fadtorthe development
model for assessing the commercial potential ofelsionology and laser
technologies. Table 1 describes meanings of facte@nings in set.

In the second stage, the experts expressed theitigpo on the
significance of factors. By determining the sigraince of factors, the
direct expert evaluation of the relevance of fextens applied, when the
sum of the evaluation of all factors of each expaas equal to 100 %. In
this case, the most significant factor receivesttighest rating, where as
the least significant - the lowest one. During theried out research, forty-
four properly completed questionnaires were reckivéwenty-two
guestionnaires for biotechnology and twenty-twoléser technology. The
ability to adjust the results of expert evaluatioh significance is
determined by concordance coefficient W and coteg? (Kendall 1970).
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For calculating the concordance coefficient, fact@nking results
suggested by the experts are in use. The findihgsegrerformed research
were determined on the basis of the significanab@factors suggested by
the experts. Next, concordance coefficient W anider@on y2 were
established. Having found that opinions were noirieized, research was
repeated until concordation coefficient W<0,5 walstamed andy?
exceededy?kr. The significance of all groups of factogg and the
significance of the factors in group are calculated according to formula
(1) and (2):

o Yk=1Cik
gl - 1002%7;122:1(:“(' (1)
4i = 1o )

100372, M4 Cik’

where:r — number of experts;, — expert evaluation; — number of the series of
the factork — number of the series of the expert.

Results

The significances of the factors were establiskddch reflects the impact
of the factors in terms of the assessed object.aBsessment of the factors
and groups of factors in significances for biotesbgies and laser
technologies is given in Figures 3 and 4.

In order to more clearly present the research tfaulgroups of factors
were provided ranks (Table 2): 1 — financial enwiment (C=0,20); 2 —
value for the consumer (B = 0,16); 3 — legal enwment (G = 0,14); 4 —
technology features (E = 0,12); 5 — competencyeohmology developers
(F = 0,11); 6 — situation on the market (A = 0,10@);— competitive
environment (D = 0,08); 8 — inventors profile (H006); 9 — internal
policy of the institution (I = 0,03).

For significance of factors for assessing the cororak potential of
laser technologies were provided ranks (Table 2)fihancial environment
(C=0,18); 2 — value for the consumer (B = 0,163}, t2¢chnology features (E
= 0,15); 4 — situation on the market (A = 0,13)—-5competency of
technology developers (F = 0,18)= competitive environment (D = 0,10);
7 — inventors profile (H = 0,07); 8 — legal envinent (G = 0,06); 9 —
internal policy of the institution (I = 0,04).
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To conclude the conducted research, the signifecaranks of the
groups of factors in terms of the commercial pogtraf technologies are
provided in Table 2.

Conclusions

The commercialization of technology manufacturirrgrizches is unique;
therefore, in assessing the commercial potentialtemhnology, it is
necessary to take into account the specifics oh edcthem. Based on
previously discussed specifics of biotechnologggetatechnology relevant
factors for these branches was detected. Someswf dne already included
in the set of factors, others are proposed to beded. In many cases, the
same factors are relevant to different technologyufacturing branches,
which means that the set of factors for differerdniches was slightly
changed.

The assessment demonstrates that the commerciantiabt of
biotechnologies and laser technologies are maitilyenced by the factors
such asfinancial environment, value for the consumer. In terms of
biotechnologies, considering significandegal environment goes in the
3" technology features — in the &, competency of technology developers —
in the 8" (rank is the same for both manufacturing brangtsisiation on
the market — in the &, competitive environment — in the ¥, inventors
profile — in the & position. In terms of laser technologi¢eshnology
features goes in the "3 situation on the market — in the &', competitive
environment — in the &', inventors profile — in the 7', leagal environment —
in the & position. In the 9 position isinternal policy of organization for
both manufacturing branches.

The sets of factors the commercial potential ohtetogies and the
identified significance of factors can be used emommended guidelines
for technology developers, investors and potemtiahers in the decision-
making processes of commercialization, investment parchase of
technology and at the next stage of research oelojl@ng a model for
assessing the commercial potential of technologies.
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Annex

Table 1. Description of factors meanings in set of factors

Factors groups Factors
A - situation on the Al-target market share of the potential produdhattechnology assessment
market moment;

A2-level of the customer's needs regarding them@keproduct;
A3-level of the readiness of the market for the potg

B - value for the B1-predicted offered value for the consumer;

consumer B2-feedback of target customers regarding produnteat;
B3-level of the uniqueness of the value providedthe potential user of
product/technology;

B4-level of experiencing difficulty in use the potial product;
B5-relative advantage of the potential product;

C-financial environment  C1l-the potential to finance;
C2-a competitive unit cost;
C3-predicted contribution of technology to the firof the company;
C4-predictable period for covering costs of the jgub on technology
commercialization;
C5-impact of the potential product durability inder to create a renewable
source of income;
C6-predicted period of product development;
C7-accessibility of the infrastructure for proddetvelopment.

D-competitive D1-the predicted lifetime of technology;

environment D2-ability to copy technology;
D3-intensity of competition.

E-technology features E1-complexity of technology;

E2-dependence of technology functioning on geodcaph /climatic

circumstances;

E3-compatibility of the potential product with theisting products.
F-competence of F1-competence of specialized engineering staff;
technology developers  F2-competence of marketing personnel;
and relate opportunities F3-competence of technology transfer personnel;

F4-competence of sales personel;

F5-competence of the production unit;

F6-accessibility of specialized engineering staff.

G-legal environment G1-benevolence of nationaklegjon for commercialization;

G2-utilization potential of technology;

G3-novelty of technology;

G4-significance of improvement on prior art - diface compared to the

analogue;

G5-price for legal protection;

G6-the influence of legal protection for the depaient of technology.
H-inventor/-s profile H1-inventor's experience éctinology commercialization;

H2-inventor's academic recognition;

H3-inventor's predicted level of involvement as antenember in technology

commercialization;

H4-inventor’s financial contribution to technologgmmercialization.
l-internal policy of the 11-compliance of the project on technology with &gy of organization;
institution 12-acceptance of the organization strategy of comiaération for the

inventor;

13-image of the organization in the area of techgplcommercialization.

Source: author based on Zemlickiest al. (2017, pp. 413); Vu et al. (2018), Mamzeale
(2018); Soo et al. (2017), Ferreira and Franco 720Khalique et. al. (2015), Tsai et al.
(2017), Vasantha et al. (2014) and expert sciemggearch results (2018-2019).




Table 2. Ranking the significance of the groups of factocs fissessment

biotechnologies laser technologies
The significance groups of

Ranks The significance groups of

factors for assessment biotechnologies factors for assessment laser technologies
Financial environment (C=0,20) 1 Financial enviremin(C=0,18)
Value for the consumer (B = 0,16) 2 Value for thesumer (B = 0,16)
Legal environment (G = 0,14) 3 Technology feat(fes 0,15)
Technology features (E = 0,12) 4 Situation on tlzeket (A = 0,13)
Competency of technology developers (F 5 Competency of technology developers (F =
=0,11) 0,11)
Situation on the market (A = 0,10) 6 Competitiveiemnment (D = 0,10)
Competitive environment (D = 0,08) 7 Inventors peofH = 0,07)
Inventors profile (H = 0,06) 8 Legal environment£®,06)

Internal policy of the institution (I = 9 Internal policy of the institution (I = 0,04)

0,03)
Source: author based on expert scientific resealits (2018-2019)

Figure 1. Set of factors for assessing the significance abfs for biotechnologies

| Set of factors for assessing the significance dfdfia for biotechnologies |
I I I I I I I I I

A B c D E F G H I
[ [ | [ | [ | | |
Al B1 c1 D1 E1l F1 G1 H1 1
A2 B2 c2 D2 E2 F2 G2 H2 12
A3 B3 c3 D3 F3 G3 H3 13
B4 c4 F4 G4 H4
B5 c5 F5 G5

c6 F6 G6

Source: author based on Zemlicléest al. (2017, pp. 413); Vu et al. (2018), Mamzer et al.
(2018) and expert scientific research results (20089)



Figure 2. Set of factors for assessing the significance aftofs for laser

technologies

| Set of factors for assessing the significance dfoi@ for laser technologies |
I I I I I I I I I

A B C D E F G H |
I I I I I I I [ I
Al B1 C1l D1 E1l F1 G1 H1 11
A2 B2 Cc2 D2 E2 F2 G2 H2 12
A3 B3 C3 D3 E3 F3 G3 H3 13
B4 C4 F4 G4 H4
B5 C5 F5 G5
cé6 F6

Source: author based on Zemlickiest al. (2017, pp. 413); Soet al. (2017), Ferreira and
Franco (2017), Khaliquet. al. (2015), Tsakt al. (2017), Vasanthat al. (2014) and expert
scientific research results (2018-2019).

Figure 3. The significance of factors for assessing the ceraial potential of
biotechnologies

’ The significance of factors for assessing the coriakpotential of biotechnologies ‘

[ [ I [ [ [ I [ [

A B C D E F G H |
0,10 0,16 0,20 0,08 0,12 0,11 0,14 0,06 0,03
[ [ I [ I [ [ [ [
Al B1 C1 D1 El F1 G1 H1 11
0,56 0,16 0,11 0,26 0,82 0,21 0,12 0,29 0,28
A2 B2 Cc2 D2 E2 F2 G2 H2 12
0,47 0,17 0,15 0,42 0,18 0,18 0,17 0,20 0,43
A3 B3 C3 D3 F3 G3 H3 13
0,20 0,11 0,09 0,32 0,23 0,19 0,25 0,29
B4 C4 F4 G4 H4
0,26 0,13 0,05 0,17 0,26

B5 C5 F5 G5
0,21 0,15 0,10 0,14

Cc6 F6 G6
0,19 0,23 0,21
Cc7
0,18

Source: own calculations based on expert scieméfearch results (2018-2019).



Figure 4. The significance of factors for assessing the corniakepotential of
laser technologies
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Abstract

Resear ch background: The most important characteristic of social eniegs is a
clear social goal outside of economic goals. Inegeln this goal can be formulated
as the well-being of people in the enterprise. Whysocial enterprises arise? The
answers to this question can be provided by theepexd effects of globalization
processes in the contemporary world. These prosdesée to a very high in the
21st century degree of concentration of producéind consumption as well as the
unification of these processes. As a result, tleegss of dehumanizing work and
alienation is progressing.

The experience of the 2008+ crisis has shown theiak enterprises, including
cooperative ones, have experienced less of this'@féects in comparison to glob-
al corporations. The variety of organizational fermf conducting business is
therefore an indispensable condition for the sitgtmlf socio-economic processes.
This article focuses on sustainable advantagesstwal enterprises can have in a
dynamically changing economic environment.

Purpose of the article: The topic of social enterprises belongs to the mmom
field of interest in economics and management seienThe aim of the article is to
indicate such specific characteristics of socidatmrises from the point of view of
both disciplines.
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Methods: The article is of a theoretical and empirical natukpart from the re-
view of literature, international statistics debang the functioning of social enter-
prises in the world in the second decade of thé &rstury were used.

Findings & Value added: The article offers an interesting perspective ocia
enterprises. Dedicated literature tends to depigasenterprises as a phenomenon,
a hobby activity. However, specific analyzes ofitimpact on the level of produc-
tion, consumption and quality of life is lackingelshwhile, as the article presents,
social enterprises tend to have very specific econ@nd social goals and effec-
tively realize them thus becoming independent, lzalcally finding their place in
the monopolized and globalized market.

The article also presents the characteristicsooiat enterprises from a manage-
ment- and economy-orientated points of view. Thasaracteristics can help in
ensuring organizational diversity, contribute te thtability of socio-economic
processes and enable the achievement of the weldatdor people.

I ntroduction

Social enterprises are closely related to the qunoé social economy,

which means rational action aimed at satisfyingsbeial needs of people.
Social economy is characterized by active sociablems solving, which is

based on solidarity and cooperation, on placing dbmon good over

individual good or over a narrowly understood grinterest. The elements
of social capital, such as trust and cooperati@vehan essential signifi-
cance for its development. The co-operative andial@nterprise business
model has for nearly two centuries played an ingyrtole in economic

development, job creation and addressing markktrési (Mazzarol et al.,

2018, pp. 551-581). However, social entreprendorah a subject of re-
search is still an emerging field (Dionisio, 20pB, 22-45).

The social enterprise is the element that idestifies features of the so-
cial economy. It is an enterprise because it predigtable goods and use-
ful services with the help of people and matemalources, and the owners
bear significant economic risks and have a decisiaking autonomy in
management. Its social dimension is expressedeistbremacy of provid-
ing services to members and to the community owagtimg profits. It uses
social resources (donations, subsidies, voluntggrntreleases a communi-
ty initiative, it does not make the decision mak{egercising power) con-
ditional on the amount of capital contributed. Wisadlso worth noticing is
the participation of employees in setting goalsaadgmportant element of
the job satisfaction model creation (Barnett & Begd 2007, pp. 317-363).
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The economic criteria of social enterprises are:

1. Business continuity in the production or salgadds and services

2. High level of autonomy

3. Significant economic risk

4. Employment of paid workers, despite the actigityolunteers.

On the other hand, the social criteria of theserpnises are:

1. A clear goal for social benefits

2. The grass-roots, civic nature of the initiative

3.The principle of "one member = one vote" in tleeidion-making process
4. Involvement of entities for which the activigy¢onducted

5. Limited distribution of profits (L& 2008, pp. 42-43).

All the above criteria are met by cooperative giriees. Their role can-
not be measured only by the amount of their turnoWwhat is also im-
portant in their case is the social capital that\gr out of social interactions
and the economic ties between the members of thgecative. The defini-
tions and concepts of a social enterprise can wadifferent social, eco-
nomic and political contexts (Bidet et al., 2018, p261-1273).

Resear ch methodology

The research method applied in this study is reivigvexisting internet
resources in search of information about the da&s/iof the world's largest
social enterprises. The study focuses on the indasn which the enter-
prises operate and the financial results they bhatéeved.

The International Cooperative Association (ICA) ldesith propagating
the idea of cooperative and social entrepreneurdiagether with the Eu-
ropean Research Institute for Cooperatives and aBoEinterprises
(EURICSE), since 2006, it publishes the Global Beport, presenting the
largest cooperatives and social enterprises iwitidd. The report is pub-
lished in a special edition of thworld Co-operative Monitor (WCM). The
Global 300 includes social enterprises from dozensountries with an
annual turnover of over 100 million dollars. Thisthe only report of its
kind, collecting annual economic and financial dateathe global coopera-
tive movement and social entrepreneurship (Bretes 62018, pp. 5-37).

In the latest, sixth issue of thdorld Co-operative Monitor from 2017, a
report was presented showing the world's largesakenterprises based on
the 2015 financial data. The data on 2,379 entprirom eight sectors
(1,449 from Europe, 702 from both Americas, 216rfrasia, 12 from Af-
rica) was collected. As many as 1436 organizati@ad a turnover of over
US $ 100 million forming TOP 300 list. Companiesrir the following
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industries have the largest share among the swduhuttganizations: agri-
culture and food - 23%, insurance - 18%, bankiig@%, wholesale trade
and retail - 8%. On the other hand, the share wrprises from the indus-
trial sector amounts to 5%, as well as the coopestoperating in the
health, education and social care sector. 1% op@@tive enterprises pre-
sented in the report operate in other sectors (@od-operative Monitor,
2017, pp 20-21, 89

The latest Top 300 list includes cooperatives f&trcountries, their to-
tal turnover in 2015 amounted to 2164.23 trillio8 §. The insurance sec-
tor has the largest share in this value - 41%gcaljtire and food industry -
30%, wholesale and retail trade - 19%, banki6éb.

Results

In the top ten of the largest cooperatives in tloeldvthere are four cooper-
atives from France: three from the banking indysémpd one from the
commercial sector. Second and third place wentrt@can co-operatives
in the insurance industry. The largest cooperaivierprises from Germa-
ny represent the banking and financial servicetoseas well as wholesale
and retail trade. Among the largest cooperativegethvere also two coop-
eratives from Japan, both from the insurance sdttmrld Co-operative
Monitor, 2017). A list of the ten largest sociatenprises along with their
country of origin and industry is presented in Eablbelow.

The development of cooperative enterprises in fist @ntury is clearly
characterized by an upward trend, but also bymaiestynamics. The Span-
ish Co-operative Corporatiddondragon, which can confidently compete
with large industrial international corporationsoiften described in litera-
ture as the largest cooperative in the world. Altjio in 2011-2015 its
turnover decreased by 18.4%, it figures at the gogition of 10 largest
cooperatives in the industrial and tooling industrithe world and at the
35th position inGlobal 300 (World Co-operative Monitor, 2017). In gen-
eral, however, in Spain in the last years of thenemic crisis, the econom-
ic performance of the cooperative in comparisooataventional companies
owned by investors is not worse (Montero & Pach2648, pp. 115-154).

The analysis of trends in the activities of the 1&@est social enter-
prises concluded in the last report clearly showesvth in 2011-2015. Fig-
ure 1 presents the turnover dynamics of enterpfiess particular indus-
tries.
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In addition to the well-established social entexpsiin the banking, in-
surance, financial, agricultural and commercialt@sc on national and
international markets, companies from the heatilacation, social services
and other services sectors have shown impressimangigs. The largest
growth of approx. 40% was demonstrated by entarprisom the other
services sector. OBOS BBL, with turnover dynamic2011-2015 of over
176% is an outstanding example. OBOS BBL provides estate services.
The company offers new and used apartments folitppsirposes, as well
as provides housing financing. It serves custonmekorway.

A significant increase in turnover (55%) in theipdr2011-2015 was
noted by Capricorn Society Limited, a membershiaaization, operating
in the trade of automotive parts and accessoridaistralia and New Zea-
land. The company also provides equipment finandnagel, business risk,
technology and financial services. The company fwsaaded in 1974 and
is based in West Perth, Australia.

The CNS International also had more than 22% twndynamics. It is
a company founded in 1989 by a group of senior apeed divers, dive
supervisors and diving superintendents. The mosbitant CNS resources
are based on personal experience and knowledgeuglhithe implementa-
tion of difficult projects at various water deptimsmany countries around
the world, CNS strengthened its position among mdgonestic and inter-
national diving companies

In 2011-2015 period, the dynamics of turnover oéro22% was also
demonstrated by Centrale der Werkgeversaan de HeaenAntwerpen
(Cepa), founded in Antwerp in 1929 for the orgatia of work in the
port. Currently, Cepa is responsible for the pemsband payroll admin-
istration of approximately 9,300 manual workers.

The German DATEV cooperative developed dynamicailythe dis-
cussed period (increase by 20%). Its members axeadvisors, lawyers,
auditors, small and medium enterprises, municipaliand founders using
the DATEV software. The cooperative was foundetl966.

In the health sector, social enterprises are aseldping dynamically.
Founded in 1967, Unimed is a thriving system of iweddco-operatives in
Brazil. It provides services to 18 million patiemisthe whole country and
employs 110,000 doctors. Unimed runs hospitals,udamnices, laboratories,
diagnostic centers and pharmacies, making it thbergklargest network of
hospitals in Brazil. From 2011 to 2015, it recordedincrease in turnover
by over 50%.The Centre Hospitalier Universitaire Rgychiatrique de
MONS-BORINAGE in Belgium was equally dynamic atader of 50% .

In Japan, in the Saitama Prefecture - the fastestigg area in the
country, there is a Saitama cooperative. Saitamabees are particularly
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active in promoting health in society through vdkering. They organize
free activities such as walks, exercises, dancimjyega in public places
and parks - over 500 events each month. Most gzatits of these events
are from 50 to 70 years old.

In the banking sector, a high growth rate (60%ghiswn by the Federal
Credit Union (US). From 1933, the number of its rbens increased from
7 to over 8 million. It is a financial institutiogerving the army and sol-
diers' families.

Global GDP in twenty countries with the largestrsha the global
gross domestic product increased in 2010-2015 b§%21Therefore, the
social enterprises described above kept up withafgest economies in the
world. And the diversity of activities undertakey these organizations
confirms their social and economic usefulness.

Conclusions

Cooperatives and the cooperative movement havenmdae precursor of
today's social economy sector. Nineteenth-centugynbers of coopera-
tives defended their dignity and economic secuaigpainst the negative
effects of the developing industrial capitalismmarly, in the 21st centu-
ry, the dynamically developing sector of the soei@nomy in the world is
to a certain extent a response to the processgsludlization and the activ-
ity of international corporations striving for aoplal monopoly. The end of
the twentieth century and the 21st century browgbibal changes in the
economy. In the current situation, the tasks ofgbeial economy are per-
haps even more significant than ever (Cooperatiogdvhent, 2016).

From the beginning of the 21st century, the soai@nomy has become
increasingly important in the European Union's ggeB. According to the
adopted definition, it is "the sphere of civic atti which, through eco-
nomic activity and public benefit activities, sesv@rofessional and social
integration of people at risk of social margindiiaa, jobs creation, social
services of general interest and local developmé@Rtich Spétdzielczy,
2016, p.39). The importance of this kind of soao@mic activity is evi-
denced by the fact that it was recognized as irapbdt the global level by
the Organization for Economic Cooperation and Dewelent (OECD) and
by the International Labor Organization (ILO).
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Annex

Table 1. The largest social enterprises according to GLORAD Report 2017

Position Company Country Sector

1 Groupe France Banking and financial services
Crédit
Agricole

2 Kaiser USA Insurance
Permanente

3 State Farm USA Insurance

4 BVR Germany Banking and financial services

5 Zenkyoren Japan Insurance

6 Groupe France Banking and financial services
BPCE

7 REWE Germany Wholesale and retail trade
Group

8 Groupe France Banking and financial services
Crédit
Mutuel

9 Nippon Japan Insurance
Life

10 ACDLEC - France Wholesale and retail trade
E.Leclerc

Source: own study based on the World Co-operatiemitdr, Exploring the Co-operative
Economy Report 2017, www.euricse.eu/wp-contentagsgd?017/11/WCM_2017-web-
EN.pdf (accessed on 3/8/2018).

Figure 1. Turnover dynamics (%) of the largest social enisgsrin 2011-2015 by
industry
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Theimpact of quality management on the level of working capital
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Abstract

Research background: Working capital is designed to provide enterprigéth
financial security. Its level depends on the sgatef managing individual ele-
ments of working capital. An appropriate managenstrategy allows companies
obtaining added working capital. Working capitalmagement is a difficult pro-
cess as it concerns both current assets and cligkifities. Therefore, the compa-
ny's managers are constantly looking for some swist methods and tools that
will help them manage their working capital. A gtiamanagement system is the
one that facilitates control over the managemenndiidual elements that create
net working capital. The introduction of appropeigprocedures derived from
guality management systems in specific areas ig aupport for creating a posi-
tive net working capital.

Purpose of the article: The aim of the paper is to show how the introducf
guality management systems can positively affezti¢liel of working capital. The
article presents how quality management systenwsvatiptimizing the level of
individual components creating a positive net wogkeapital.

M ethods: The research was carried out on a group of 3&IPslinall trading com-
panies operating in the same industry. These argegpwere divided into two
groups of companies applying the quality managersgstem and of those that do
not use such systems. Based on the financial statsnfior the years 2015-2018
and using appropriately selected financial rattasanalysis of the impact of quali-
ty management systems on net working capital wagedaout. The results in indi-
vidual areas of management of individual componefiteset working capital in
individual groups of enterprises were compared. fBHsearch was carried out with
an application of appropriate statistical methods.
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Findings & Value added: The analysis showed that enterprises using quality
management systems managed working capital moigeetly. In the literature,
the subject of the impact of quality managementesys on working capital is not
popular. The article may be a source for furthgtemded research and considera-
tions regarding the impact of quality managementhenlevel of working capital

in enterprises

I ntroduction

Management of net working capital is the managenoérihe company's
finances in the short term. The basic level ofwetking capital in an en-
terprise is influenced by two basic elements, ngneeirrent assets and
current liabilities. It can be stated that it i tlesult of developed manage-
ment strategies for individual elements affecting kevel of working capi-
tal. Ideally, when a company has positive workimgpital, which is in a
sense a buffer that protects it from losing finahtiguidity. However, its
too high level may mean unjustified freezing oftcas current assets. A
low level is the risk of problems with settling oemt liabilities. Therefore,
there is a problem with determining the optimaluealTo achieve this lev-
el, it is worth using appropriate measures that allow comparing the
demand for working capital in a given period witk level. However, it
should be remembered that lowering the level ariasing the level of net
working capital refers to decisions that are mdstromade in the area
related to receivables from customers, inventasidgbilities to suppliers.
Actions taken by a company in a given area canadlgtiead to setting a
model level of working capital, but they can leadunjustified costs. In the
case of managing receivables from customers, steps may be taken to
speed up the process of collecting receivables @ém lead to the loss of
contractors who will choose a different suppliethaé better trade credit
offer. Shortening the repayment period may be gadstthe company in
return has to finance its operations with a morpeesive bank loan. Its
extension beyond the payment deadline is in tuerrigk of the appearance
of penalty interest. In the area of warehouse mamagt, switching to the
Just In Time method means the risk of holding wg@pction or sales when
there are shortages of materials for productiogomds for which there is a
demand.

An increase in competition in the market, the utairreconomic situa-
tion and the specter of the expansion of tradelictsfon the US-China
route mean that business managers introduce centgtimods and tools that
will ensure a positive level of net working capit8bme enterprises start to
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operate together in the market within multi-stakdp organizations. This
cooperation together allows enterprises raising l¢vel of net working
capital. (Zimon, 2018, pp. 87-94). There are emiseg that introduce qual-
ity management systems to improve the managemeimdafidual ele-
ments affecting the amount of working capital. Tikiso improve the man-
agement process, mainly inventory or the procesdett collection. In
general, quality management systems bring tangéselts in manufactur-
ing enterprises. In commercial enterprises theafulsess is lower and
difficult to assess. On the other hand, in the ecdsemall commercial en-
terprises, it is very difficult to investigate besa few commercial units
decide to introduce quality management systems puhgose of the article
is to assess the impact of quality managementragsta the level of net
working capital in enterprises forming group pwsimg organizations
(GPOs).

Literaturereview

There are authors who claim that optimal workingiteé provides finan-
cial resources for the ongoing functioning of eptises (Bian et al., 2018,
pp. 319-332). However, above all what is importefficient working capi-
tal management allows reducing costs and impropiditability(Lind et
al., 2012, pp. 92-100). In addition, research omkimg capital manage-
ment showed that higher levels of working capitidveed companies in-
creasing sales (Banos-Caballero et al., 2014, 3i».338). The authors also
state that positive working capital allows obtagniarger discounts in the
case of earlier payments ((Deloof, 2003, 573-58hese additional dis-
counts enable to improve the competitive positibremterprises, so it is
very important in a situation when the entity ghfiing hard for a new con-
tractor or is trying to maintain a regular custormargeneral, functioning
within branch group purchasing organizations allosvderprises taking
advantage of such offers (Zimon, 2018a, pp.811-824high level of
working capital definitely increases the financggcurity of enterprises.
There are authors who argue that too high levelsebfvorking capital are
in turn just unnecessary, unreasonable costshthatdmpany incurs, which
negatively affect the financial result. Bank loanbjch are often the source
of financing enterprises, are often the main sowfcénancing working
capital for many companies (Chen, Kieschnick, 204®, 579-596). It is
difficult to disagree with the fact that loans iease costs, but the impact of
financial costs on the collapse of enterprisesiBar small. In turn, Wang
(Wang, 2002, pp. 159-169) states that companiaea flapan and Taiwan
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with a high market position try to maintain low & of net working capi-
tal. That is why it is very important when managimgrking capital to find
appropriate management strategies and methodwithé&cilitate the con-
trol of individual components of working capital.uglity management
systems and operations within branch group purobasiganizations can
be such methods. They can improve the process nagnag receivables
and inventories. In addition, an application of lgyananagement systems
and the introduction of appropriate procedureswallstreamlining control
processes in the area of receivables, inventoriddiabilities. Enterprises
using these two methods are able to optimize thenking capital man-
agement strategies to the one that is right atnthment.

Resear ch methodology

The research sample included 38 enterprises opgratitwo Polish branch
group purchasing organizations. They are the omtytiranch GPOs oper-
ating in this industry in Poland. The analyzed moriees were divided into
units that introduced various types of quality ngeraent systems. It was a
group of 10 enterprises. The second group consaft@® companies that
did not decide to use quality management systems.

The tests were performed using appropriate staistiethods. In tables
of descriptive statistics characterizing the duttion of ratios in both
groups in particular years, there were such measaseaverage, standard
deviation, median and minimum and maximum. In orderefine the re-
search, the impact of quality management systemth@most important
elements shaping the level working capital wasyaeal. On the basis of
the conducted research there were identified tledsments which were
significantly affected by quality management systemhe areas where
quality management systems had no impact werepaésented. The anal-
ysis was made on the basis of financial data ferytars 2014-2016.

Results

The conducted analysis showed that all enterpirséise analyzed period
had positive net working capital. This can be aoméd by the results of
the current financial liquidity ratio, which is dely related to the level of
net working capital. The financial liquidity in thenalyzed enterprises
reaches the average result of about 3. While amgjythe results in terms
of the demand for net working capital and its alcstiate, some differences
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were observed. In both groups, higher working edyévels were observed
as compared to the demand. The detailed resultgebatthe actual condi-
tion and demand are presented in table 1. Entesptimat do not use quality
management systems in the research chapter maslggo@p A. Enterpris-

es which use quality management systems in thenasehapter marked
as group B.

In the majority of enterprises using quality mamagat systems, the
level of net working capital slightly exceeds tharehnd. In enterprises that
do not use this system, the difference betweerahdemand and real own-
ership is clear. It can, therefore, be concluded #hcompany using quality
management systems manages its net working chgiti@r. Next, the effi-
ciency of managing the most important elements ofkimg capital was
assessed. To this end, the operating cycle indiezs used. The detailed
results are presented in table 2.

When assessing the results presented in tableaBdiag the operational
cycle, it is evident that they effectively manage key elements creating
working capital of companies using quality managemeystems.
The further part of the analysis was to answerdbestion whether the
introduction of quality management systems hadjaifstant impact on the
basic elements shaping the level of net workingtabaI he tests were per-
formed using appropriate statistical methods.

The analysis of turnover ratios for short-term regleles in days, inven-
tories in days and short-term liabilities in dayaswmade. The results for
the receivables turnover ratio in days 2015 ands20i1 was higher in the
group of enterprises not using quality managemgstems, the difference
between both groups was close to the level ofssiedi significance
=0,0879 for 2015 ang=0.0759 for 2016). The detailed results are present
ed in table 3.

When assessing the receivables turnover in daganitoe seen that the
higher results are obtained by entities that douset quality management
systems. Enterprises using quality management ragsteanage receiva-
bles more effectively.

Large differences in the level of averages wereendesl in the case of
the analysis of the liabilities turnover ratio iayd. The presented results
indicate that they are quicker to regulate thegattions of the companies
using quality management systems. The detailsrasepted in table 4.
Inventories were the last of the analyzed itemeatly affecting financial
liquidity. In the case of inventory turnover in dayo statistically signifi-
cant differences were observed. The detailed sl presented in table
5.
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Discussion

The disadvantage of the analysis is a small tespka However, it covers
90% of enterprises operating in branch group pwidgeorganizations that
form commercial enterprises.

There are few publications in the literature on impact of quality
management on the level of working capital (Zim@A17, pp.643-655).
There is also not much information on the impactwélity management
systems on individual components of working capitalthe literature one
can find information on the trade credit, whicltigsely related to receiva-
bles from recipients and the issue of the qualftthe products sold. Ac-
cording to Long and co-authors (Long, 1993, pp.-127 ), trade credit can
be used to distinguish between high and low qualibducts. The literature
states that commercial credit is provided by rédialtnmpanies whose cus-
tomers can verify the quality of products beforeking payments. So, ac-
cording to this theory, cash payments appear wberguality goods are
sold.

It is worth carrying out further research on entisgs operating in other
branches to assess how quality management systésoswaorking capital
and financial security of enterprises.

Conclusions

The conducted research is an introduction to funtegearch on the impact
of quality management systems on the level of netkimg capital. The
analysis concerned commercial enterprises operatifiganch group pur-
chasing organizations and showed that there weare gbfferences in the
level of net working capital in the analyzed groubsenterprises. Capital
management is run more efficiently by enterprideg are supported by a
guality management system. This is confirmed byréseilts regarding the
level of working capital and operating cycle. A alktd analysis of the
more significant elements affecting the level of werking capital showed
that statistically significant differences were eb®d in the area of short-
term receivables management. Units that use qualityjagement systems
are faster in pursuit of receivables from custonterspared to enterprises
that do not use such systems. In the case of iogemianagement, there
were virtually no differences. In the area of mangghort-term liabilities,
big differences appeared.

In summary, companies with quality management systare charging
their receivables faster, and therefore have cagay liabilities to suppli-
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ers. They regulate liabilities often before the dlie®, which allows them
obtaining an additional discount, which reducedswesry much. Favorable
changes can be seen in the most important costiitexaommercial enter-
prises, i.e. the value of sold goods at the pueipaise. Cost reduction has
a positive effect on profits. If the owners deciddeave some of the profits
in the enterprise, then the level of equity thaids the company's assets
increases. As a result, positive working capitabesps in this group of
companies. However, the trick is to keep it at dpémal level. The con-
ducted analysis showed that support for managiegatbrking capital of
the quality management system enables to optinszevel in comparison
to commercial enterprises that have not decideinfdement such man-
agement systems.
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Annex

Table 1. Level of working capital

A (N=28 B (N=10)
2014 +14 days surplus 2014 7 days surplus
2015 +16 days surplus 2015 10 days surplus
2016 +17 days surplus 2016 9 days surplus

Source: author’'s own study.

Table 2. Average results for the operating cycle ratio

A (N=28 B (N=10)
2014 136 days 2014 129 days
2015 136 days 2015 132 days
2016 144 days 2016 134 days

Source: author’s own study.

Tabela 3. Average results for receivables turnover rategaiys.

Receivables

rotation (’\'?_ B
ratioin N (N =10)
28)
days
X Me s X Me s p

2014 69.4 72 22.3 59.7 64 14.8 0.2054
2015 69.9 75 22.1 57.4 62.5 19.5 0.0879
2016 73.3 74.5 23.1 57.9 62.5 20.5 0.0759

Source: author’s own study.

Tabela 4. Average results for the liabilities rotation oaiin days.

Liabilities

rotation A B
ratioin (N=28) (N =10)
days
X Me s X Me s p
2014 64.7 65.0 38.5 49.1 49.0 11.5 0.3505
2015 63.9 61.5 34.6 45.5 43.5 18.0 0.2304
2016 67.0 67.0 36.0 57.5 55.5 18.4 0.5901

Source: author’'s own study.

Tabela5. Average results for the inventory turnover ratialays

Inventor
rotationy A_ B_
ratioin (N = (N =
days 28) 10)
X Me s X Me s p
2014 66.4 62.0 18.0 68.9 70.0 14.8 0.5456
2015 66.0 60.5 17.3 74.2 70.0 19.5 0.4040
2016 70.7 68.5 18.1 76.6 68.0 20.5 0.6360

Source: author’s own study.
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Abstract

Research background:Digitalisation as a continuous process of convergeof
the real and virtual worlds is becoming the maiiidg force for innovations and
changes in most sectors of the economy. What iecésfy important is that cur-
rent changes are radical, and in some cases esaptive, bringing completely
different values to market players and consumersorer to cope with these
changes, individual enterprises and whole secfmblic administration, society
and national economies need to undertake digéakformation.

Purpose of the article: The aim of the article is to indicate areas ofvigtin
which information technologies are most often impdaited in enterprises in Po-
land as well as managers' strategic approach soptioblem in the face of digital
transformation.

Methods: In order to assess the degree of enterprises'gemgent in the process
of implementing modern information technologiesuavey was conducted. The
survey questionnaire consisted of a dozen questionserning the perception of
the issue of digital transformation and its inadusinto key strategic and organisa-
tional documents, enterprises’ readiness to imptemmdern technologies, organ-
isational culture, ICT use and achieved effectigsne

Findings & Value added Digitalisation of the economy and society is afig¢he
most dynamic changes of our times, opening up napokunities to create busi-
ness models, while bringing uncertainty and varittugats connected, among
other things, with social consequences of the aatimm of production processes
and security in a broad sense. The paper predantevel of Polish enterprises’
engagement in the process of digital transformadioth shows how the progress in
terms of implementation of modern ICT.
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Introduction

Digitalisation as a continuous process of convergent the real and virtual
worlds is becoming the main driving force for inmtiens and changes in
most sectors of the economy. What is especiallyoitat is that current
changes are radical, and in some cases even digiumtinging completely
different values to market players and consumersortler to cope with
these changes, individual enterprises and whol®isegublic administra-
tion, society and national economies need to uaKlerdigital transfor-
mation.

The aim of the article is to indicate areas of\atgtiin which infor-
mation technologies are most often implementedtarerises in Poland as
well as managers' strategic approach to this pnoltethe face of digital
transformation.

Research methodology

In 2012, the author conducted research among eigesgn Poland to as-
sess the advancement level of digitalisation (I@felirtualisation of con-
tacts with customers, cooperation with supplierd Bnowledge manage-
ment) in this country.

Studies have been conducted using a survey queatrencarried out
among enterprises in Poland. A total of 346 enteeprparticipated in the
study, including 143 micro enterprises, 104 smategrises, 48 medium-
sized enterprises and 51 large enterprises;

Including:

— 245 service enterprises and 101 manufacturing enges;

— 318 privately owned, 9 state-owned, 11 cooperaiivel 4 employee
ownership enterprises;

- 61.2% - self-employed economic activity; 22.8% pited companies,
including 28 joint-stock companies and 51 privameited companies.;
4.6% partnerships

— 60.1% enterprises operating 5 to 15 years; 5.2%te U year; 33.8 % -
over 15 years, of which 24 (6.9%) operating ovey&érs.

The findings of the research were confronted with iesearch conduct-
ed by PwC five years later (in 2017) on a muchdaggoup of enterprises.
The research was carried out among 2000 peopleogetpiin 9 different
sectors of the economy in 26 countries, includinga®d. The survey ad-
dressed the challenges and chances of the fouttistimal revolution. The
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comparative analysis only takes into account thdiffigs related to enter-
prises in Poland.

Results

Polish entrepreneurs view the chances of Industiydry optimistically.
Respondents rated the level of advancement ofatligitnsformation in
their enterprises very high, both compared to tde&ct competitors and
enterprises from other countries. However, itaspikely that the partici-
pants of the survey were not fully familiar withethatest solutions used
worldwide. A significant share of Polish companées still at the stage of
automating single workstations rather than creagiogsystems of devices
that cooperate with one another without the pamititon of a human being
(which characterises Industry 4.0). Based on thdirigs of the 2012 sur-
vey of Polish enterprises, it should be noted thast respondents now
perceive the development in recent years as a hege and complex
changes. A lot of Polish companies do not estaliisly-term strategies,
but rather focus on fast and easy-to-introduce gbsiraimed at increasing
production efficiency or cutting costs. Only thasgerprises that are tech-
nologically more advanced implement elements ofistiy 4.0. The main
obstacles that hinder a deeper digitalisation-eelaetamorphosis are high
costs of its adoption and lack of necessary infuatire (e.g. not enough
broadband connections)

However, the detailed findings of the research iconfiuge optimism
among Polish respondents. In each of the areasndsd, the Polish re-
sults were better than the global average and rbetter than the 2012
research. This may have been a result of the aatetedevelopment of
Polish enterprises in recent years, often confugigld full digital trans-
formation. At the same time, as many as 39% ofaredents indicated that
compared to their main competitors their entegsriwere technologically
advanced or highly advanced. 45% claimed that tb@inpanies were at
the same level of virtualisation as their main pefitors. In the 2017 sur-
vey, 54% of those surveyed declared that data glayeimportant role in
the decision-making process in their companieshWithe next 5 years,
this share will increase to 87%. These resultscéwee to global ones,
which are 50% and 83% respectively. The next figarg will be a period
of a significant increase in investment outlaystha last two years, they
constituted 5.7% of companies' annual revenuesverage, but they are
expected to increase to 7.7% by 2020, which walhstate into spendings
of over PLN 100 billion annually. However as marsy88% of respondents
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were convinced that they would make a return omstment within five
years maximum.

Which areas do Polish enterprises want to deve?@9® of respondents
claimed that their organisations were going to diggtal technologies to
modify the existing range of products, while 27%ldeed that their com-
panies wished to add new, innovative products & tbffers. The same
share declared investments in data analytics sa\pcovided to other en-
terprises. However, full implementation of Industhy) solutions will not
be easy. For domestic companies, the biggest agallenay be securing
the necessary financial resources. Another probidhbe lack of support
for employees from the managerial staff or a clésion of how the chang-
es should take place.

Last but not least, in many cases it will not begpole to tighten coop-
eration with business partners due to their orgdioisal and technological
immaturity. It is worth noting that the ranking dfiallenges that was creat-
ed with the help of the participants of the gloledearch differs somewhat
from the one created based on the responses pdobid®olish entrepre-
neurs. For most companies worldwide, the fundanhésdae was the ne-
cessity of transforming organisational culture apgropriate trainings for
employees. In Poland, only every fourth responademsidered it to be a
huge problem.

Despite these difficulties, it is safe to say thHat representatives of
Polish companies are very optimistic about thertutand expect that the
next steps they will take in the process of digitahsformation will bring
measurable benefits - mainly connected with efficie As many as 34%
of respondents expect that it will improve by 08€€6, whereas 40% ex-
pect that it will increase by 11% to 30%. According22% of those sur-
veyed, the changes that are currently being intteduwill contribute to
over 30% reduction in costs, whereas 20% expectdhee increase in rev-
enues.

Conclusions

New business models are often based on generdtiaiddional revenues
through offering services in the area of data dyor development of
platforms. Additionally, they focus on optimisati@i interactions with
customers. The basic assumption is also offerimgpcehensive solutions
in a specific digital ecosystem.

The deployment of Industry 4.0 solutions, and thelementation and
successful use of new technologies represent a es@mplex and time-
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consuming process. Of fundamental importance gd¢ate a strategy con-
nected with digital transformation.

In order to develop it, it is necessary to deteeriiow technologically
advanced an organisation is and to set prioritiedHe next five years. A
common mistake is to make necessary changes thrihgglexisting silo
structure of a company. Meanwhile, the metamorghesli only be suc-
cessful if a holistic approach is taken makingasgible to identify and use
the strengths of an organisation as the foundatonghich a comprehen-
sive reorganisation will be based. It is also intgor to identify which sys-
tems functioning in an organisation can be usedirtegrated in the future
with new solutions. In the critical period of trémsnation, of fundamental
importance is clear leadership, and equally imprig commitment of all
stakeholders, who will be engaged in the entiregss and implementation
of changes. It is thus important for everybody oW their role and for the
objectives to be cascaded to further levels.
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