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Foreword

The international scientific conference ,Economic Science for Rural Development” is organized
annually by the Faculty of Economics and Social Development of Latvia University of Agriculture.
The proceedings of the conference are published since 2000.
The scientific papers presented in the conference held on 9-10 May 2019 are published in
3 thematic volumes:
No 50 Rural Development and Entrepreneurship
Production and Co-operation in Agriculture

No 51 Integrated and Sustainable Regional Development
Marketing and Sustainable Consumption

No 52 New Dimensions in the Development of Society
Home Economics
Finance and Taxes
Bioeconomy

The proceedings contain scientific papers representing not only the science of economics in the
diversity of its sub-branches, but also other social sciences (sociology, political science), thus confirming
inter-disciplinary development of the contemporary social science.

This year for the first time the conference includes the section on a new emerging kind of economy-
bioeconomy. The aim of bioeconomy is to use renewable biological resources in amore sustainable manner.
Bioeconomy can also sustain a wide range of public goods, including biodiversity. It can increase
competitiveness, enhance Europe's self-reliance and provide jobs and business opportunities.

The Conference Committee and Editorial Board are open to comments and recommendations
concerning the preparation of future conference proceedings and organisation of the conference.

Acknowledgements

The Conference Committee and editorial Board are open to comments and recommendations for the
development of future conference proceedings and organisation of international scientific conferences.

We would like to thank all the authors, reviewers, members of the Programme Committee and the
Editorial Board as well as supporting staff for their contribution organising the conference.

On behalf of the conference organisers

Anita Auzina

Associate professor of Faculty of Economics and Social Development
Latvia University of Life Sciences and Technologies
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CULINARY TOURISM AS A WAY TO USE THE POTENTIAL OF RURAL AREAS:
THE CASE OF SWIETOKRZYSKIE PROVINCE

Agata Balinska!, PhD habilitated; Jan Zawadka?, PhD
12Warsaw University of Life Sciences - SGGW (WULS-SGGW) Faculty of Economic Sciences

Abstract: The aim of the article is to show culinary tourism as a way to use the potential of rural areas and
agriculture. The study investigates the following research problems: What factors determine the choice of regional
products by consumers? Why people decide to participate in culinary events? Which food products are identified
by respondents as originating from the Swietokrzyskie Province? The study involved a desk research method and
a method of a diagnostic survey conducted in the form of an online questionnaire. The empirical research was
carried out in the first quarter of 2018 on a non-random sample of 322 persons. The research shows that food
and traditional products of Swietokrzyskie Province are highly rated by the respondents. They are happy to
participate in culinary events, which are not only a place to sell food, but also serve as a tool for cultural education
and promotion of the entire region.

Key words: culinary tourism, food, rural areas, Swietokrzyskie Province.

JEL code: D1, D2, M2,Q1,

Introduction
Rural areas are a natural place for the production of food and raw materials for the food industry.

Typical recipients of agricultural products are processing plants (mainly dairies, mills, butcheries,
fruit and vegetable processing plants), chain and retail outlets as well as the consumers themselves
(sales at marketplaces). Meanwhile, socio-economic changes taking place in rural areas and new
consumer trends encourage rural residents to look for new forms of sale for on-farm produced food.
An example is a food cooperative that has proved successful in large cities. It is a form of cooperation
between family farms and consumers without the participation of intermediaries like wholesalers,
shopping centres or supermarkets. Another form of entrepreneurship that facilitates the sale of on-
farm produced and even processed food is culinary tourism. In this type of tourism food, its
production, processing and consumption become the main tourist attraction. Culinary tradition is an
inherent element of the regional cultural heritage, which is why culinary tourism can be treated as a
form cultural exploration. Although culinary tourism can develop both in cities and in rural areas, the
country - as a place of food production - is naturally predestined to host this form of tourism (Balinska
A., 2017). It should also be emphasized that vacationers in rural areas increasingly often
demonstrate interest in regional cuisines and the will to taste traditional dishes (Zawadka J. 2015a,
2015b). It is also important that the sale of culinary products takes place at the place where they
have been produced or in its vicinity, which significantly reduces delivery costs and prevents possible
quality loss in transport or during storage.
More precisely, the term ,culinary tourism” covers trips aimed at exploring (Balinska A., 2016):
e traditional, regional and national dishes,
e culinary novelties,
e products of famous chefs and confectioners,
e methods of manufacturing food products protected by EU legislation (Protected Designation of
Origin, Protected Geographical Indication and Traditional Speciality Guaranteed),
e vegetables and fruits typical of a given region, and animal husbandry,

e local, regional and national alcoholic beverages.

! Corresponding author. Tel.: +48 22 59 34 155; e-mail address: agata_balinska@sggw.pl
2 Corresponding author. Tel.: +48 22 59 34 155; e-mail address: jan_zawadka@sggw.pl
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Alcohol beverages, places and know-how of their production as the main attraction of a trip allow
the identification of two more homogeneous forms of tourism, i.e. enotourism (wine tourism) and
beer tourism (Sieczko A. 2017 pp 105-114; Montella M.M., 2017; Winfree J., McIntosh Ch., Nadreau
T., 2018, Zawadka J. 2018).

Another important factor in culinary tourism is the diversity of culinary traditions and customs in
various parts of the country. This increases the attractiveness of regions which have specific dishes
and products typical of their geographical origin, but also the attractiveness of culinary tourism itself
as a way of spending free time. The experiences of a tourist visiting different regions will vary. As A.
Matusiak notes, ,through the culinary art and through the world of smells and tastes, a tourist can
fully and profoundly get to know the culture” (Matusiak A., 2009,). Food and everything that is
associated with it, from agricultural production, through processing, to packaging and storage is an
attraction in itself.

Culinary tourism in the countryside is a good combination of agricultural and tourist functions.
Farmers (agricultural producers) can play various roles in culinary tourism, including:

1) producers of food delivered to restaurants, bars, hotels etc.,

2) producers and sellers of food in public space (market halls, marketplaces),

3) hosts providing food services on their own farm,

4) organising workshops and lessons about the production know-how and food processing (e.g. as
owners of educational farms),

5) hosts providing comprehensive tourist services (accommodation, food and recreation) on their
own farms as part of agritourism,

6) instructors at traditional cooking workshops.

The farmer, as a food producer or a manufacturer of on-farm processed food or even a housewife
can sell what they produce regardless of the quantity. Retail chains are usually interested in large
batches of goods but a single tourist (or a group of tourists) is focused on high quality and
authenticity of food. Therefore, areas with low-commodity agriculture, dominated by small, family
farms make a good destination for culinary tourism. An example of such an area is the Swietokrzyskie
Province, selected for this study.

The support of institutions and organizations operating in the field of agriculture is also important
for the development of rural culinary tourism. The key role of institutions has been discussed by
Smalinskis J. and Auzina A. (2017). The preservation of traditional dishes and flavours is also part
of the European Union policy, an example of which is the protection of traditional products’ names in
the form of the Protected Designation of Origin, Protected Geographical Indication and Guaranteed
Traditional Specialty. An interesting initiative aimed at protection and promotion of traditional
culinary art is the European Network of Regional Culinary Heritage, where entities from Poland
successfully participate. The Ministry of Agriculture and Rural Development in Poland holds the List
of Traditional Products, which by 23" November 2018 included 1864 products. Also public persons
and various organizations, such as Slow Food, stimulate consumer needs to discover regional food
and learn about the region's culture from the culinary perspective (Jeczmyk A., Sammel A., 2012).

Culinary tourism is a very friendly form of tourism as it can be practiced by people of all ages with
different needs and constrains regarding physical activity, including seniors whose culinary
experiences are usually very rich. K. Szpara and M. Gwozdz classify culinary tourism as educational
tourism and even ,special interest tourism” (Szpara K., Gwozdz M., 2011). The research of many

authors shows that culinary experience is becoming a highly valued element of travel (Krupa J. 2010,
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Borowska A., 2013) and the most appreciated aspect is that sales, consumption and tasting of food
take place at or near the production site, which also has an educational dimension.

The aim of the article is to show culinary tourism as a way to use the potential of rural areas and
agriculture. The study investigates the following research problems: What factors determine the
choice of regional products by consumers? Why people decide to participate in culinary events? Which
food products are identified as originating from the Swietokrzyskie Province? The study involved a
desk research method and the method of a diagnostic survey which had the form of an online
guestionnaire posted on forums that focused on travelling, food, cooking etc. The empirical research
was carried out in the first quarter of 2018. The selection of respondents was non-random, and the

selection criterion was visiting Swietokrzyskie Province at least once in a lifetime!.

Research results and discussion
1. Characteristics of the research area

Swietokrzyskie Province is one of the 16 administrative regions of Poland, located in the central
part of the country. It covers an area of 11.7 thousand km? and is inhabited by 1.25 million people.
The traditional cuisine of this area was not only influenced by natural and economic conditions.
Swietokrzyskie Province is still one of the poorest regions in Poland (the level of GDP per capita in
this region is about 47 % of the EU average). The province is characterised by considerable
differences in the economic structure in relation to the national average for individual economic
sectors. The structure of gross value added (GVA) shows a large share (over 5 %) compared to the
national average (3.6 %) of the agriculture, forestry, hunting and fisheries sector concentrated in
the southern part of the region, (Development Strategy ..., 2013). Almost half of the area (47 %) is
arable land belonging to agricultural holdings. Soil quality is characterized by a considerable
polarization caused by the presence of soils with bonitation class I - III in the south-eastern part of
the province and poor soils in the north-western part. The average size of farms also varies, ranging
from 6.47 ha in the Opatow Poviat to 1.82 ha in Skarzysko Poviat (www.wrota-swietokrzyskie.pl). It
should be emphasized that these are small farms, compared to the average farm size in Poland,
which is 10.81 ha. (www.arimr.gov.pl). Production is multidirectional, although there are areas
dominated by horticulture or fruit-growing (near Sandomierz, Ostrowiec Swietokrzyski). Small farms
and rather extensive agriculture translated into regional cuisine relying on products from farmers’
own crops and simple ingredients (potatoes, groats, mushrooms, flour).

Swietokrzyskie Province is an interesting tourist area. It is home to many tourist attractions, such
as the ,Krzyztopor” castle in Ujazd, the royal castle in Checiny, the town of Sandomierz rich in historic
sites, the monastery complex ,Swiety Krzyz”, the ethnographic park in Tokarnia, the fun and
miniature park ,Sabat Krajno”, the jurassic park in Baltow, Swietokrzyski National Park, landscape
parks of the Swietokrzyskie Mountains and Ponidzie and many more. The supply of visitor
accommodation is average for Poland. According to the data from Central Statistical Office, the
number of accommodation facilities with minimum 10 beds was 248, which is 2.3 % of such facilities
in the country (Tourism ..., 2018). There are also agritourism farms operating in the province, the
number of which is estimated at around 320 (swietokrzyskie.ksow.pl/rolnictwo.html). They make a

very good base for the development of culinary tourism.

! The survey was conducted by Zaneta Skalska
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2. Results of empirical research and discussion
The survey study was conducted on a sample of 322 people, 175 women (54.3 %) and 147 men.

The age of respondents was diverse, although young people

(49.4 % of the sample).

- under 25 years of age - prevailed

Table 1
Respondents’ age by gender
Age groups
Gender 18-25 26-35 36-45 46-55 56<
Women (N=175) 31.4 24.6 18.3 16.6 9.1
Men (N=147) 21.8 19.7 24.5 17.0 17.0

Source: authors’ research

Women predominated in the younger groups while men - in older groups (Table 1). Over half of
the respondents had higher education (51 %). The remaining ones declared secondary education
(39 %) and basic vocational education as well as primary education (10 %). The majority of
respondents lived in rural areas (39.8 %) and large cities - over 500,000 residents (19.9 %). The
vast majority (59.9 %) declared that they lived permanently in the Swietokrzyskie Province.
Residents of the remaining provinces usually spent no longer than two days in the studied region.
Research by other scientists confirms that culinary tourism usually takes the form of short-term trips
(Orlowski D., Wozniczko M., 2016).

One of the aims of the study was to investigate the recognisability of food products and dishes
typical of the Swietokrzyskie Province. Interestingly, almost half of the respondents (49.7 %)
admitted that they did not know the traditional and regional dishes of the Swietokrzyskie cuisine.
The others declared that they know: a soup called ,zalewajka swietokrzyska”, a popular candy
~krowka opatowska” (a fudge), luncheon meats and other meat products as well as dishes made of
potatoes (,prazoki” and ,kugiel”). The authors also investigated the significance of specific criteria in

the selection of regional products by the respondents, as shown in Table 2.

Table 2
Significance of factors determining the choice of regional products
by respondents, on a scale of 1-5, where 5 is the highest ( %)
Rating the scale (in %) Average
Factor/ Criterion rating
1 2 3 4 5
Quality certificate 0.9 4.0 4.0 19.9 71.1 4.6
Original ingredients 2.8 5.0 12.4 33.2 46.6 4.2
Taste attributes (appearance, smell, texture) 1.2 5.0 12.4 31.7 49.7 4.2
Uniqueness of the product / food (it cannot 4.3 9.0 14.0 28.0 44.7 4.0
be bought elsewhere)
Recommendation / opinions of other 9.0 10.6 23.3 37.6 19.7 3.5
consumers
Price 7.1 13.7 26.7 25.8 25.8 3.5
Speed of meal preparation 9.9 18.9 30.1 27.0 14.0 3.2

Source: authors’ research

The most important factors, as declared by the respondents, included the quality certification of

the chosen product, its originality and sensory values. High quality is an indispensable feature
especially regarding traditional and regional products, which has also been pointed out by B. Gulbicka

(2014). The originality of ingredients was also highly rated by the respondents. This conclusion seems
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to be confirmed by the research of J. Szlachciuk and others (2017), which shows that when it comes
to choosing traditional products the crucial factor is their connection with the region, which can be
interpreted as the originality of ingredients. The least important was the speed of meal preparation,
price and whisper marketing (Table 2).

An interesting and effective way to promote and sell food products are culinary events. Notably,
this kind of events also promote natural and cultural assets of the region (historical sites, museums,
festivals) and tourist infrastructure (visitor accommodation, food service facilities, agritourism farms,
horse farms and tourist trails). People arriving at culinary events usually visit the region or receive
information about tourist attractions and pastime activities available in the region. Swietokrzyskie
Province also hosts numerous culinary events. The respondents recognized the following events:
Dymarki Swietokrzyskie (archaeological festival), Swietokrzyskie Swieto Zalewajki (local soup
festival), Swieto Chleba (bread festival), Swietokrzyski Jarmark Agroturystyczny (agritourism
festival), Swieto Kielc (Kielce town festival) and Festiwal Smakow (food festival). These events are
usually held in places that are interesting in terms of regional culture, such as the open-air
ethnographic museum in Tokarnia, which is an additional tourist attraction. This was one of the
factors that the respondents found important in encouraging participation in culinary events. Details

on this topic are presented in Table 3.

Table 3
Significance of factors determining the participation of respondents
in culinary events in the Swietokrzyskie Province
Assessment Average
Factors 1 2 3 4 5 assessment

Opportunity to taste local dishes and regional 25 5.0 9.6 23.0 60.0 4.3
products
Opqortunlty to buy products unavailable in other 3.4 78 15.0 35.4 38.5 4.0
regions of the country
Combination of the region's cultural offer with the
culinary offer (attractiveness of the offer) 21 73 16.1 33.2 41.0 4.0
W|sI? to_ get to know the Swietokrzyskie region 2.8 10.2 17.0 26.4 43.5 4.0
(curiosity)
Wish to gain new experiences and skills in the 4.7 15.0 20.5 21.4 38.5 3.7
preparation of meals

Source: authors’ research

The main reason for participating in culinary events was the opportunity to taste local dishes
typical of the area. The least encouraging factor indicated by respondents was the wish to participate
in culinary workshops. These conclusions are confirmed by the research of A. Smalec (2014), which
showed that participants of culinary events most often search for and taste traditional products,
manufactured locally and unavailable in retail chains.

The vast majority, almost 70 % of respondents admitted that they always bring souvenirs in the
form of food from tourist trips and culinary events. This was characteristic of people of all ages, with
respondents aged 36-45 dominating in this respect (75 % of people in this age group). Products
brought from culinary events were very diverse (Figure 1).

Interestingly, the most popular souvenirs were fresh and processed products with relatively short

shelf life like dairy products and eggs, bakery and confectionery products as well as alcohol. These
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product groups were more often purchased by women than men. Men in turn more often chose meat
products, fruit and vegetable preserves and honey. This popularity of food products brought as
souvenirs results primarily from the fact that the tourists seek authenticity. This fact has already
been observed by M. Banaszewicz (2011), as well as J. Geresz, D. Fiszer (2015). It should also be
noted that honeys are quite popular with respondents. According to A. Borowska's research, honey
producers are more and more willing to present and sell their products at cultural and culinary events
(Borowska 2018). The popularity of this product may also be boosted by the beneficial healing
properties commonly attributed to it, which are now highly appreciated.

Alcohol free beverages
Takeaway dishes

Oils, fats

Fish and fish products
Organic fruit and vegetables
Fruitand vegetable preserves

Meat products and luncheon meats
Honey

Alcohol

Bakery and confectionary products

Dairy products (cheese, cottage cheese, eggs milk)

T T T T T T T T T

00 50 10,0 15,0 20,0 25,0 30,0 35,0 40,0 45,0
o,
%

Source: authors’ research

Fig. 1. Food products brought from tourist trips as souvenirs and gifts
(Respondents could indicate more than one answer)

Conclusions
1) Culinary tourism may constitute an interesting combination of agricultural and tourism functions

of rural areas. What's more, it fits in with contemporary consumer trends involving the search
for traditional authentic flavours. It is also an interesting and promising perspective for rural
residents. The benefits of its development are multidirectional, and the most important include:

e expanding the market for food products through shops, fairs, culinary events, food service

facilities and agritourism farms

e maintaining traditional rural settlement with its characteristic function, which is agriculture,

e maintaining traditional crops and breeding, and thus maintaining biodiversity,

e preservation and cultivation of traditional recipes,

e prevention of rural depopulation and changes in the agrarian structure,

e promotion of the region.

2) The presented research results demonstrate a favourable perception of regional products, high
popularity of culinary events and food products as souvenirs brought from tourist trips. This is
one of the effects of the development of culinary tourism and effective promotion of the region.

3) The main factor determining the choice of regional products by consumers was the guaranteed
level of quality.

4) The prerequisite for participation in the culinary event was the opportunity to try local dishes
and regional products.

5) The respondents associate the Swietokrzyskie Province with dishes (mainly soups) and sweets.
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Abstract. The agri-food sector in Sweden, as in much of Europe, faces dramatic pressure to promote
entrepreneurship, especially in rural areas where population aging and population decline pose grave economic
threats to local communities. One solution is the government policy of supporting the entrepreneurial ambitions
of newly arrived immigrants. The policy is seen as doubly beneficial: support for rural areas and support for
immigrants not yet prepared to enter the regular workforce. Immigrant entrepreneurship seems to have the
potential to lessen the harmful effects of current socio-economic challenges. This paper examines the immigrant
entrepreneurship experience in the agri-food sector in Sweden. A qualitative research approach is used to
evaluate interviews with 25 immigrant entrepreneurs on the various factors that motivated them to become self-
employed entrepreneurs. The main factors are the lack of other employment opportunities, the desire for work
autonomy and flexibility, and the chance for a better standard of living. The results show that personal
characteristics and previous entrepreneurship experience are the best predictors of business success. The paper
concludes with a call for a model for immigrant entrepreneurship and for more government reforms and policies
aimed at supporting the immigrant entrepreneur.

Key words: Immigrant entrepreneurs, Agri-food sector, rural area, motivation factors, business value.
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Introduction
The agricultural sector employs more than one billion people worldwide and accounts for 3 % of

global GDP. According to the Food and Agricultural Organization of the United Nations, the sector
requires increased investment, especially in new and improved technologies, if it is to maintain the
worldwide food supply (FAO, 2018). Yet even rural areas in the wealthier countries in the European
Union (EU) are at risk of socio-economic marginalization and desertification. For example, according
to the Swedish Board of Agricultures, rural areas in Sweden have experienced substantial economic
and demographic changes in the last three decades (Jordbruksverket, 2018; Hedlund and Lundholm,
2015).
Background

Agricultural entrepreneurship and the agricultural entrepreneur

A much-discussed subject among researchers, when the focus is on these challenges, is the
concept of agricultural entrepreneurship (Lans et al., 2013; Vik and McElwee, 2011). What is
agricultural entrepreneurship? Answers vary. Seuneke et al. (2013) relates the concept to the
development of non-agricultural business by established, multifunctional farms. Other researchers
point to the expansion of traditional agricultural activities to entrepreneurial activities such as new
product development (e.g., organic farming and functional foods) and business innovations (e.g.,
distribution and marketing) (EIP-AGRI, 2016; Vik and McElwee, 2011). The theme running through
these descriptions is that agricultural entrepreneurship is the process of founding new organizations
or revitalizing older organizations by seizing market opportunities (Gries and Naude, 2011).

A related question is: What characteristics and values do agricultural entrepreneurs exhibit in
their business activities? Again, answers vary. For example, in a study of entrepreneurial
characteristics in European agricultural workers, Pindado and Sanchez (2017) found that while some

agri-entrepreneurs have weaker entrepreneurial capabilities than non-agricultural entrepreneurs,

1 Corresponding author: E-mail: Henrik.Barth@hh.se, Phone: +46-70 660 61 86.
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new entrants (although not established agri-entrepreneurs) in the agricultural sector are just as
entrepreneurial as their counterparts in other sectors.

Immigration and rural Europe

In 2017 many European countries granted protected status to numerous asylum seekers:
Germany (325 400), France (40 600), Italy (35 100), Austria (34 000), and Sweden (31 200)
(Eurostat, 2018). The expectation, and hope, was that many of these immigrants would supplement
the domestic workforce (Findlay and McCollum, 2013; Nori, 2017), especially in rural areas
challenged by population aging and population decline. Immigrant repopulation of the countryside is
often viewed as ,demographic refill” (Hedberg and Haandrikman, 2014) in the sense that new arrivals
can contribute to economic development and redevelopment with their skills, their external networks,
and their market connections (Carson et al., 2016; Eimermann, 2016; Hedberg et al., 2012).

Many immigrants also have a strong entrepreneurial spirit. Some research concludes that
immigrants are even more likely to become entrepreneurs than native-born citizens (e.g., Irastorza
and Pena, 2014). As Munkejor (2017) found in a study of rural entrepreneurship in Norway, if
supported by their rural communities, immigrants may successfully create and exploit
entrepreneurial opportunities, and, through the entrepreneurship processes, may help rebuild these
communities. According to Chun and Watanbe (2012), the establishment of new businesses has a
positive influence on employment and welfare in rural areas.

Immigration and rural Sweden

As noted above, Sweden has welcomed a large number of immigrants in recent years, most of
whom are now concentrated in urban areas. Their integration into Swedish work and culture has
been much studied. However, less is known about the immigrants who have settled in rural areas of
Sweden, especially the immigrants who arrived in the last ten years as war refugees. More research

is needed on how they have contributed to the Swedish agri-sector.

Research questions
In this paper, we examine the immigrant agricultural entrepreneur in Sweden. Our two questions

are the following:
e Why do immigrants become entrepreneurs in the agri-food sector in Sweden?

e Which business values do immigrant entrepreneurs in the agri-food sector in Sweden support?

Methodology
We collected the data for this paper in interviews with immigrant agricultural entrepreneurs

(asylum seekers) in various rural areas of Sweden. Taking a qualitative research approach, we sought
to record and interpret the experiences of this group of entrepreneurs in order to understand why
they became entrepreneurs and what their main business values are. We conducted 25 semi-
structured, in-depth interviews in which our open-ended questions allowed us to depart from the
interview guide when topics of interest arose spontaneously (Gill et al., 2008).

We used purposeful sampling to select the respondent candidates (Patton, 2002). Because the
EU’s General Data Protection Regulation prohibited us from searching immigrant records, we referred
to local newspapers that had featured the success stories of agricultural immigrant entrepreneurs.
We also used the snowball research strategy (Atkinson and Flint, 2001) with various social media
and personal networks to identify possible respondents.

The 25 (21 men and 4 women) interviews were conducted in the autumn and winter of 2018 by

telephone and in face-to-face workplace interviews. Each interview lasted from 30 to 60 minutes.
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The interviews began by explaining the purpose of the research to the respondents. The interview
guide consisted of a number of questions about each respondent’s, background, education, family,
previous work experience, and new work experience in the agri-food sector in Sweden. The interviews
focused on the respondents’ reasons for entering the agri-food sector and the business values most
important to them. As necessary, the interview questions were adapted to specific respondent
situations.

The interviews, which were tape-recorded, were primarily conducted in Arabic languages. The
respondents felt more comfortable answering the questions in their first language (rather than
Swedish). The interviewer also took notes during the interviews. After the interviewers were
transcribed, content analysis was used to interpret the texts. For this paper, the respondents’
comments have been translated to English. Respondents’ names are not used; the comments are

numbered for internal identification.

Research results and discussion
We present our results and discussion pertaining to the agricultural entrepreneurs in four sections:

Personal characteristics; previous entrepreneurship experience; Entrepreneurship motivation; and
Business values in the agri-food business.

Personal characteristics

An immigrant entrepreneur is a business owner who works permanently in a foreign country and

engages in profit-seeking activities characterized by economic innovation and organizational
creativity (Vinogradov, 2011; Volery, 2007). There is considerable variation in how immigrants create
and/or find work opportunities. How they respond to these opportunities also varies because of many
influential factors. These factors include personal characteristics of age, education, previous work
experience, work ambition, and, not least, the place where they settle (Storti, 2014). The
respondents in this research, who came from Syria, Palestine, and Lebanon, had immigrated to
Sweden as refugees seeking asylum. For them, entrepreneurship was an entry point to employment
that offered them a chance to have a safe and stable life.
Table 1 lists data about the 25 respondents in this research. In their home countries, two respondents were
teachers, one was an accountant, and three were engineers; these highly educated respondents also became
agricultural entrepreneurs. The majority of the participants had less than 12 years of education in their home
countries; only some had education related to the agri-food sector. None of the respondents, however, thought
this lack of education or their education in an unrelated field was a barrier to their entrepreneurial performance.
This conclusion is supported by Efendic et al. (2016), who studied native and immigrant CEOs of small firms.

Nineteen of the business are owned by men, one by a woman, and five by husband-wife or
brother-sister teams. This distribution agrees with Williams and Krasnigi’s (2017) finding that male
immigrants are more likely than women to become entrepreneurs in their new country. Only two of
the respondents are unmarried. With one exception, all the married entrepreneurs have children.
Williams and Krasniqi also found that immigrants with children are attracted to entrepreneurship that
they see as a way to provided financial security for the family.

One finding of particular interest is the respondents’ language proficiency in Swedish. Only one
respondent has a ,High” level of knowledge of Swedish; the others are fairly evenly divided between
~Low” (No knowledge of Swedish) and ,Middle” (basic knowledge of Swedish). Many researchers
have observed (e.g., Williams and Krasniqi, 2017; Yeasmin, 2016; Zheng, 2017) that immigrants’
entrepreneurial success, in part, is influenced by their fluency in their new language. However, as

our interviews revealed, even the respondents with little or No knowledge of Swedish, have exploited
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entrepreneurial opportunities in the agri-food sector. It may be that other factors (previous
experience in agriculture and/or entrepreneurship) are compensatory. It may also be that the
agricultural entrepreneur does not need to know how to read and speak the official language of the
new country.

Previous entrepreneurship experience

Many of the respondents had operated successful businesses in their home country. Starting a
new business was not an especially challenging experience despite the very different business culture
plus different laws, fiercer competition, and more bureaucratic regulations. Yet even the teachers,
the accountant, the engineers, the florist, and the contractor launched businesses in which they had
little work experience. As Baron and Markman (2000) found, business success is more likely when
entrepreneurs, among other things, have relevant previous experience in the field of their endeavor.
However, previous entrepreneurship experience could compensate for lack of work experience. Only
six of the 25 respondents had No previous entrepreneurship experience. Possibly the two most
successful entrepreneurs in the group were the two dairy farmers who export products abroad. Both
have previous entrepreneurial experience.

The respondents realize that running a business in Sweden is quite different from running a
business in their home countries. It is not just the jumping though the bureaucratic hoops (about
which nearly all of them complained). It is also the realization that they need a clear vision if they
are to develop their businesses. As Barth et al. (2017) conclude, they need to act as entrepreneurs
rather as producers. For entrepreneurs to grow and develop, they need some level of knowledge of,
and competence in, marketing and management. Many studies have addressed this need (e.g., Lans
et al., 2010).

Entrepreneurship motivation

Table 2 presents the respondents’ statements and reasons for starting their businesses. The main
motivating factors can be summarized as follows: the lack of other employment opportunities, the
desire for work autonomy and flexibility, and the chance for a better standard of living. The
respondents also mention the importance of community and family support for their businesses.
Some local communities and towns have set aside farm land for immigrants, and government
agencies have provide financial support (e.g., Stathopoulou et al., 2004). A supportive family also
facilitates business growth (e.g., Alsos et al., 2014).

The respondents emphasize they are interested in full-time employment at companies, but the
language barrier and their inability to prove their experience and education are problematic. These
are typical immigrant employment obstacles. However, as Federick and Foley (2006) found, self-
employment can produce a renewed and positive sense of self-determination.

The respondents saw a self-employment opportunity when they spotted a niche market in the
agri-food sector: traditional Middle Eastern food. To fill this niche, the immigrant entrepreneurs
opened dairies, bakeries, and grocery stores. They cultivated fruits and vegetables used in Arabic
dishes. However, some immigrant entrepreneurs have had to close their businesses mainly because
they were unable to expand into the wider Swedish market.

Business values in the agri-food sector

Value in the agri-food sector refers to an increase in economic value as the result of improved
product quality, safety, and customer appeal (see the agri-food chain as described by Humphrey and
Memedovic, 2006). The agricultural entrepreneurs in this research play a special role in the agri-food

value chain. They primarily aim to satisfy the demand for Middle Eastern food and other products as
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well as to support their traditional cultures. A secondary aim is to expand their niche market into the
broader Swedish agri-food market. The Arabic bread and cheese and the special vegetable crops,
produced and grown in new ways, add value to the Swedish agri-food sector. The entrepreneurs
have taken advantage of the opportunity for product differentiation (Bhattacharyya, 2006; Kampen,
2011). They have also recognized the importance of ,value creation,” in which new value is created

when unique production characteristics are used with traditional resources (Anderson, 2000).

Table 1
Characteristics of immigrant entrepreneur

e [ age [ S19 | org. [P [ Mool [ Ehet, | ks | e | oony [ tana.xe
1 34 Man Syria Single - High Account. No 2017 Low
2 39 Man Syria Married 4 High Eng.teach No 2017 Middle
3 51 Man Syria Married 3 Middle Trade Yes 2017 Middle
4 37 Man Syria Married 4 Low Farmer Yes 2018 Low
5 45 Woman Syria Married 6 Middle Dairyman Yes - Low
6 33 Man Palest. | Married 5 High Elec.eng. No 2016 Middle
7 43 Man Syria Married 4 Middle Florist Yes 2016 Middle
8 57 Man Palest. | Married 4 High Art teach. No 2010 High
9 36 Man Syria Married 7 Low Farmer Yes 2017 Low
10 42 Man Syria Married - High Agri.eng. No 2016 Middle
11 68 Man Syria Married 6 Middle Farmer Yes 2017 Low
12 40 Woman Syria Married 4 Middle Food prod. Yes 2017 Low
13 40 Man Syria Married 3 Middle Trade Yes 2018 Low
14 55 Man Palest. Married 5 High Farmer Yes - Middle
15 39 Man Leban. | Married 2 High Food prod. Yes - High
16 45 Woman Syria Married 2 Middle Food prod. Yes 2017 Middle
17 53 Woman Syria Married 7 Low Farmer Yes 2018 Low
18 53 Man Syria Married 4 Middle Contractor Yes 2016 Low
19 58 Man Syria Married 4 High Agri. Eng. Yes 2018 Middle
20 26 Man Syria Married 1 High Dairy man Yes - Middle
21 48 Man Syria Married 3 Low Farmer Yes - Low
22 58 Man Syria Married 5 Low Farmer Yes - Low
23 53 Man Syria Married 6 Low Farmer Yes - Low
24 55 Man Syria Married 6 Low Farmer Yes 2018 Low
25 22 Man Syria Single - Middle Student No 2016 Middle

* Education level: Low - fewer than 12 years in school, Middle - 12 years in school, High - university study.
**l anguage ability: Low - only first language, Middle - basic knowledge in Swedish language, High - fluent in
Swedish or/and more languages.
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Table 2

The agricultural entrepreneurs: Business description and motivating factors

Brief description of the business

Illustrative statements/or reasons for starting a business

Manufacturing of soft bread and fresh
pastries

A self-employed job is a good solution in a hew country because
it is hard to find a job as an employee. There is a need for
Arabic bread in the market.

Cultivation of vegetables in greenhouses
and outdoors

| miss the taste of my country’s vegetables, the fresh ones.

Honey production

He has a honey production training course that motivates him in
this business.

Cultivation different kinds of Syrian
vegetables

This is simply his job and he likes it.

Dairy production; Arabic cheeses, Halomi
cheeses, yoghurt, butter, cream.

We don’t want to stay at home and do nothing. We don’t want
just to take aid from the government. We want to be
independent... We also want a better life for our children.

Manufacture of dairy products.

.1 have experience as a milk product producer. My friends
encouraged me to start to start a business together. This was
the start of my business.

Selling flower and plants. Organizing
weddings and other events.

I could not find a job, and since I like working with flowers. I
started a business.

Dairy production according to family
recipe from Nablus City

The idea started when our children missed the special Nablus
cheese from our home country... There is a need in the market.

Mushroom production. Special kinds of
mushroom; Oyster mushroom.

I'm a farmer and I wanted to have the same job here... due to a
water shortage in Gotland [a major region], I thought it would
be a good idea to grow mushrooms. Mushrooms don’t need as
much water as vegetables.

Cultivation of various Syrian vegetables.
Aquaponics project for kids.

I did not want to stay at home and do nothing... I'm an
agriculture engineer, and I have many business ideas.

Cultivation of various Syrian vegetables

I have experiences in the agricultural field, and I think that
business in the agriculture sector has a potential future... I want
to be independent and do not like to be an employee.”

Selling fresh meat, chicken, and fish.
Serving different foods.

We do not want to be unemployment and live on financial
support...we could not get work because of the language... We
thought it would be easier if we started our own business.

Cafeteria offers creative ice cream, fruit
salads, and pancakes.

We wanted to start a creative business...We have friends in
Sweden who have been living here for a long time. They helped
us to start our business.

Making a small agricultural tourist village
with many kinds of vegetables, flowers,
herbs, and fruit trees from Mediterranean
cities.

I have been an entrepreneur for more than 30 years in many
different countries.

Honey producing, exporting, and selling

I wanted to try the Swedish market as a first step, and then
expand the business to Norway.

Food truck with different food dishes.
Preparation of food for events and fairs.

We have experience in running a restaurant in Syria...The Syrian
food is delicious. There is a demand from the Arabic and
Swedish customers for this kind of food.

A farm with different kinds of vegetables;
cucumbers, zucchini, tomatoes,
watermelons, beans, etc.

It was just not possible to get a job... We had an idea and
wanted to achieve something in this country.

A farm with different kinds of vegetables
grown in five greenhouses.

»The municipality provided me with some land that I could use
to grow and build greenhouses.

Grocery store

It was very difficult to find a job in the agriculture sector so I
preferred to have my own business.

Dairy production

I started to work as an employee, but it was too hard... I also
like to run my own business...I worked as a dairy manager for
five years.

A farm with different kinds of vegetables.

It is easier in a new country to have your own business.

A Farm with a greenhouse.

The municipality provided me with a piece of land that I could
use.

Renovating an old farm and growing
vegetables.

A friend offered me a field to grow vegetables... I had previous
experience.

A farm with different kinds of vegetables:
zucchini, corn, beans, carrots. etc.

It is better to have your own business, compared to being
employed... As an entrepreneur I have several options to
develop a better future.

Importing and selling Halal meat and
chicken.

Having your own company means you can develop opportunities
and new things...There is a big demand for Arabic food.
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Conclusions and recommendations
1) Personal characteristics and entrepreneurship experience are factors that most influence

immigrant entrepreneurship performance.

2) Immigrants choose self-employment in the agri-food sector area for three mains reasons:

inability to find full-time employment, financial and other support, and prior employment

experience.

3) Immigrant entrepreneurs strengthen a country’s cultural and food diversity when they introduce

new agri-food products. They strengthen economies by adding jobs and opening markets.

4) A development model is needed that can help immigrant entrepreneurs successfully run

businesses and create job opportunities.

5) To support immigrant entrepreneurship, new government reforms and policies are needed.
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AGRICULTURAL ADVISORY SERVICES IN THE PROCESS OF SHAPING
ENTREPRENEURIAL ATTITUDES
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Abstract. The main aim of paper was to present the activities of agricultural advisory centres aimed at the
encouragement of entrepreneurship and promotion of non-agricultural functions in the rural areas. The study
involved the analysis of documents made available by the Ministry of Agriculture and Rural Development regarding
the activity of agricultural advisory units in 2017 and mass statistics data provided by the Central Statistical
Office. The basic tasks of agricultural advisory centres aimed at improving the competitiveness of the Polish
agricultural sector, enhancing the quality of life in rural areas and improving professional qualifications of rural
residents in Poland. Under the Common Agricultural Policy for 2014-2020, special measures have been taken to
encourage farmers to set up their own business. The most important activities, also shaping entrepreneurial
attitudes, aimed to support the development of small family businesses in the fields of agritourism, rural tourism,
educational farms, small-scale on-farm processing and marketing of the manufactured products through short
distribution chains (e.g. in the form of marginal limited local business), agricultural retail trade as well as direct
sales and direct deliveries including labelling of packaged food.

Key words: entrepreneurship, agricultural advisory services, entrepreneurial attitudes.

JEL code: R11.

Introduction
Entrepreneurship is one of the economic and social categories, which constitutes a key element

under all political conditions, both domestic and international, and at every stage of civilization and
economic development of a given society (Bienkowska W., 2013). In economic terms,
entrepreneurship is perceived as the drive to search for and implement new forms of development
which can contribute to the quality of life of particular social groups (e.g. farmers), civilization
progress, and increase in affluence of individuals or change in social status. Thus, the economic
growth of rural areas is closely related to the development of various forms of entrepreneurship both
in the individual and collective dimension (Parzonko A. J. Sieczko A., 2018). The concept of collective
entrepreneurship can be understood as organized, conscious and voluntary cooperation of people
focused on the achievement of a common goal, e.g. thanks to the pooling of funds, reduction of
production costs (effect of scale and scope), increase of the impact on the market (increase in market
share) (Parzonko A. J., 2012). Therefore, the interrelations of economic processes and phenomena
that may affect entrepreneurs seem to be important, and at the same time contribute to increased
diversity of products and services provided by them (Golasa P., 2013).

A. P. Wiatrak argues that ,entrepreneurship can be treated as an attitude or as a process of
changes resulting from this attitude”. According to him, entrepreneurship as an attitude is a feature
characteristic of human individuals, expressing itself in creative and active behaviour towards the
surrounding reality focusing on improving the existing elements of the environment. It manifests
itself in undertaking new activities or expanding the existing ones and aiming to achieve the assumed
material benefits (Wiatrak A., 1998). Therefore, in order to encourage entrepreneurship a group of
certain traits should be formed through appropriate upbringing or education, which will facilitate the
undertaking of various entrepreneurial activities. According to Gibb (Gibb A. A., 1993) these features
include: initiative, persuasiveness, rather moderate than high tolerance to risk, flexibility, creativity,

! Corresponding author. Tel.: + 48 22 593 41 61. E-mail address: wioletta_bienkowska@sggw.pl.
2 Corresponding author. Tel.: + 48 22 593 41 62. E-mail address: anna_parzonko@sggw.pl.
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independence/autonomy, problem-solving ability, need for achievement, imagination, belief in one’s
control of one's own destiny, leadership and the ability to work hard. Considering the entrepreneurial
attitudes of Polish individual farmers in the historical context, one can identify a group of
characteristic features typical of this social group, i.e.: diligence, thriftiness, resourcefulness,
aversion to coercion (that is, love of individual freedom) and independence (Styk J., 1998). These
features predisposed farmers to actively cope with new socio-economic changes in Central Europe
after 1989, which at that time led to the impoverishment of rural families and an increase in both
official and hidden unemployment (Rak A., Multan E., 2015). Undertaking attempts to reduce
unemployment or increase income from agricultural activity, part of individual farmers in the 90s of
the twentieth century decided to expand agricultural activities with services closely related to
agriculture like food processing or agritourism (Balinska A., Zawadka J., 2013). Others diversified
out of agriculture to create enterprises operating in rural areas.

When it comes to shaping and supporting entrepreneurial attitudes towards creativity and
innovation Polish farmers owe a lot to agricultural advisory centres. These units did not only shape
entrepreneurial attitudes among farmers, but also undertook actions to increase agricultural income,
improve the market competitiveness of farms, support sustainable rural development and improve
professional qualifications of farmers and other rural residents (Journal of Laws of 2013, item 474).
The advisory centres had considerable merit in encouraging farmers to set up their own business. It
resulted from the Common Agricultural Policy for 2014-2020, where the development of
entrepreneurship was the main priority in multifunctional rural development but also the response
to unfavourable demographic processes: aging and disappearance of rural areas and migration of
rural population to cities (Parzonko A. J., 2013). Institutional support for rural entrepreneurship
alongside economic, cultural and environmental factors may contribute to its development or
constitute a development barrier (Skubiak B., 2015).

To sum up, the term entrepreneurship refers to both economic activity and other forms of human
activity, where creativity, initiative, and simply entrepreneurship are required. Entrepreneurship is
conditioned by personality factors (such as personality traits, professional competences and
motivation), social factors (e.g. social acceptance and recognition for such behaviour) or economic
factors (financial possibilities, institutional support, etc.). In order to release the potential necessary
for entrepreneurial activities it is necessary to foster knowledge transfer in the field of management,
marketing, economics, finances or computer skills, always with an emphasis on gaining practical
skills (Sieczko A., Parzonko A. J., 2017). Entrepreneurship becomes a ,way of life” for all participants
of the market economy, both households and business units. It is the market that enforces this
situation, becoming a natural creator of entrepreneurial behaviour in the market economy
(Bienkowska-Golasa W., 2015).

The main aim of paper was to present activities of agricultural advisory centres aimed at the
development of entrepreneurship and non-agricultural functions in the rural areas. The research task
was to analyze documents made available by the Ministry of Agriculture and Rural Development
regarding the activity of agricultural advisory units in 2017 and mass statistics data provided by the
Central Statistical Office. Additionally, the study includes the review of literature on economic and

social conditions of entrepreneurship in rural areas.
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Research results and discussion
The activity of agricultural advisory centres is mainly focused on increasing the competitiveness

of the Polish agricultural sector, enhancing the quality of life in the rural areas, and improving the
professional qualifications of rural residents in Poland. The objectives set by individual advisory
centres resulted from the development strategies drawn up for particular regions, the programs for
the development of agriculture and rural areas as well as the current needs and expectations of the
local community. Advisory services are flexible; they adapt to new challenges and play an important
role in the transformation of rural areas and agriculture.

Pursuant to the Act on Agricultural Advisory Units, the establishment of agricultural advisory
centres was aimed at providing assistance to farmers and residents of rural areas, primarily through
free-of-charge activities as well as commercial ventures (Journal of Laws no. 251, item 2507). The
objectives that agricultural advisory centres implemented in 2017 included inter alia: raising
awareness in the field of bio security, healthy food and renewable energy sources, ensuring the
greatest possible participation of farmers in new programmes proposed under the Rural Development
Program 2014-2020, encouraging entrepreneurship in rural areas — on-farm processing and direct
sales, improvement of the quality of life of rural residents, fostering knowledge transfer and
innovation, improving the competitiveness of farms, popularization of integrated production
methods, implementation of good agricultural practices, proposing the best technological,
organizational and economic solutions on farms, raising ecological awareness, popularizing a healthy
lifestyle, preserving cultural heritage, popularizing group activities in rural areas and the activation

of the rural community.

Table 1
Selected data regarding the operations of Agricultural Advisory Centres in 2017
Agricultural Advisory Number of stal:lflfjgzi:ooyfed Number of Nun_1b_er of
Centre (AAC) by staff employed as field fa_rms per one t_ramnpgs
voivodeship by AAC advisors field advisor provided in 2017
Dolnoslaskie 239 189 (163) 343 1326
Kujawsko — pomorskie 259 186 (121) 527 1199
Lubelskie 327 289 (231) 779 1200
Lubuskie 131 79 (56) 361 326
Lodzkie 257 208 (156) 795 1459
Malopolskie 199 174 (145) 964 711
Mazowieckie 542 316 (291) 731 1854
Opolskie 108 83 (54) 490 387
Podkarpackie 302 247 (199) 667 1463
Podlaskie 213 180 (145) 560 874
Pomorskie 208 174 (98) 398 515
Slaskie 181 133 (97) 562 900
Swietokrzyskie 193 139 (93) 917 973
Warminsko-mazurskie 179 147 (112) 385 776
Wielkopolskie 359 316 (262) 462 3303
Zachodniopomorskie 181 145 (100) 296 1237
Total 3878 3005 (2323) 607 18503

Source: Ministry of Agriculture and Rural Development and Central Statistical Office
Table 1 presents key numerical data characterizing the farm advisory system in Poland. In 2017,
3005 people were employed in agricultural advisory centres in positions of advisors, of which

2,323 people were employed as a field advisor who is responsible for providing advisory services
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directly in the field. As can be seen from the data included in Table 1 in Poland, there are on average
607 farms for one field advisor. Shortage in manpower motivates the staff to look for alternative
(other than individual consultation) ways of providing rural residents with support and information.
The most popular form of providing advice in the last decades has become training, thanks to which
it is possible to transfer knowledge to larger recipient groups. The trainings provided by agricultural
advisory centres are addressed to farmers and residents of rural areas. At the same time, special
attention is paid to tailor the educational offer to the expectations of the recipients of services.
In 2017 the number of trainings provided nationwide was 18503.

Agricultural advisory centres as business support institutions served the existing and potential
entrepreneurs by providing advice on setting up a business, gaining or upgrading employees’
qualifications, creating new jobs, cost rationalization, etc. It is even more important that rural areas
in most regions of Poland are characterized by large and insufficiently used manpower resources,
also in agriculture, with a low profitability for rural residents. The development of entrepreneurship
and increasing investment attractiveness is a way to enhance economic activity in the countryside
and create additional sources of income. One of the priority areas defined by the Ministry of
Agriculture and Rural Development is encouraging entrepreneurship and developing non-agricultural
functions of the rural areas, including:

A - support for farmers in undertaking and developing non-agricultural activities,

B - promotion of regional and local products and quality systems,

C - transfer of knowledge concerning small-scale food production and marketing of food products
in short distribution chains, including information about marginal, local and limited business activity,
agricultural retail trade and direct selling,

D - providing information on the possibilities of rural development with the use of EU funds,

E - promoting agricultural producer groups and their associations, producer organizations and
their associations as well as inter-branch organizations (with particular emphasis on the cooperative
form).

In Figures 1 and 2 and Table 2 included in the paper, priority actions have been marked
accordingly.

Depending on the needs of farmers and residents of rural areas, agricultural advice (unpaid and
paid tasks) was provided through various forms and methods, including: on-site and off-site
trainings, conferences, shows, contests, consultations and demonstrations.

Figure 1 shows the number of on-site trainings, off-site trainings and demonstrations delivered in
the priority areas. These are forms and methods of advisory work used by advisors to transfer
knowledge and information necessary for effective functioning in the socio-economic environment,
which also contributes to effective shaping the entrepreneurial attitudes of rural residents.

The support of farmers in diversifying into non-agricultural activities (A) most often took the form
of assistance in the process of making the most economically justified decisions by preparing
economic analyses of farm viability and farm production, which in consequence resulted in
recommendations regarding favourable professional reorientation or improving professional
qualifications. In this area, 26 333 consultations were provided and 271 on-site trainings as well
as 63 off-site trainings were organized, in which 5853 people participated in total. Additionally,

125 demonstrations were performed.
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Source: Annual reports on the operations of Agricultural Advisory Centres for 2017

Fig. 1. Number of on-site trainings, off-site trainings and demonstrations organized
by agricultural advisory centres in 2017

One of the ways to implement the quality policy is granting signs confirming the high quality of
agri-food products from specific regions, as well as those manufactured with the use of a traditional
production method. In order to promote regional and local products and quality certification (B)
255 trainings were organized (40 of them were off-site trainings) as well as 130 shows and tastings.
They aimed at rising consumers' awareness of the impact of food on health and quality of life and
stimulating their interest in high quality products. Promotion and popularization of such food products
creates the opportunity to sell and buy the sought after high quality products, but is also an important
element of regional development.

Another area which agricultural advisors focused on was spreading knowledge about small-scale
food processing and marketing the food products through short distribution chains, including the
subject of marginal, local and limited business activity, agricultural retail trade and direct sales (C).
Each poviat agricultural advisory team employs advisors for rural households and agritourism, whose
main tasks in 2017 were not only to provide information on regional and local products, but also
small-scale production of food and marketing it (in total 15311 consultations were held in this area).
Additionally, 236 trainings were provided to inform farmers about legal regulations as well as
amended definitions referring to the farmers' ability to sell their food, in which 3,544 people
participated. These trainings covered such topics as: direct deliveries, direct sales, marginal, local
and limited business activities as well as agricultural retail trade, including issues related to the
labelling of packaged food intended for the consumer. Also, special activities were undertaken to
promote local products by organizing 25 demonstrations and tastings during trade fair and exhibition
events. The production, protection and promotion of high-quality food play an increasingly important
role in the EU.

The availability of information on rural development opportunities with the use of EU funds (D) is
very important for shaping entrepreneurial attitudes and decision making. Information has become
one of the indispensable commodities nowadays and that is why accessing and using appropriate
sources is so important (Jaska E., Werenowska A., 2018). This applies to every area of socio-
economic life, including agriculture and rural residents. The advisors focused particularly on such
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issues as supporting and promotion of agritourism farms or the creation and development of thematic
villages. In this area, 354 trainings were delivered to approximately 5658 people and
35132 consultations).

Promotional activity related to the organization and functioning of agricultural producer groups
was carried out through extensive information spreading activities (approximately
35132 consultations) and training (324 trainings for 5972 people) concerning the functioning of
agricultural producer groups. They were aimed to show the need and possibilities for farmers'
integration, inform about the support for producer groups available under Rural Development Policy
2014-2020, and thus encourage integration. Advisory services were also aimed at showing the
benefits of cooperation, providing assistance in organizing founding meetings, setting goals for the
group's activities, developing action programs and establishing contacts with other producer

organizations in order to understand the specificity of the group's operation.

Table 2
Forms and methods of advisory services provided in 2017 in the area of rural
entrepreneurship
Priority A B C D E
Number of 271 215 212 317 317
events
training
Number of 3993 3285 3323 5116 5828
participants
Number of
events 11 9 7 13 10
conference
Number of 729 451 487 745 557
participants
Number of 63 40 24 27 7
off-site events
training Number of
participants 1860 997 221 542 144
consultation Number of 26 333 17 772 15311 35132 18897
participants
Number of
contest events 92 29 1 6 -
demonstration Number of 125 130 25 6 -
events

* priority actions have been marked accordingly A, B, C, D i E.
Source: Annual reports on the operations of Agricultural Advisory Centres for 2017

Advisors are involved in the organization of many fairs and exhibition events on a regional and
national scale which promote agricultural activity as well address issues in the field of ecology,
entrepreneurship and cultivating tradition. In the process of shaping entrepreneurial attitudes,
activities such as organized contests, in which both knowledge and skills can be demonstrated, play
an important role. The main purpose of these advisory methods is to shape the competitive attitude
in achieving better and better results as well as active attitude in the search for new knowledge and
information. Social benefits are also important, such as the increase in the prestige of people
participating in such initiatives in the social environment or a boost to their self-esteem. The data
presented in Table 2, show that most contests topics focused on non-agricultural sources of earning
(92 contests) and local and regional products (29).

The increase in the level and quality of agricultural production and the functioning of agricultural

holdings was supported by publishing activities. Each provincial agricultural advisory centre published
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monthlies, brochures, leaflets and information materials on a regular basis. The publications informed

about changes in legal regulations and innovative solutions in agricultural production and in rural

areas.
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30000 -/26333
25000 o
20000 - L 15311
15000 -
10000 -
5000 -
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* priority actions have been marked accordingly A, B, C, D i E.
Source: Annual reports on the operations of Agricultural Advisory Centres for 2017

Fig. 2. Individual consult ting by priority tasks (number of provided consultations)

The form of advisory services which is considered most effective is individual consultation, the

basis of which is one to one cooperation between a consultant and an individual seeking advice. It

allows the adviser to become involved in one person’s situation and analyse it in depth. In 2017,

advisors provided a total of 113445 individual consultations. Their expert advice mainly concerned

issues related to setting up and expanding business activities as well as company development

concepts with particular focus on the possibility of obtaining funds and available sources of funds for

business investments, both for existing enterprises and for start-ups.

Conclusions, proposals, recommendations

1) Despite insufficient manpower agricultural advisory centres have the trust of the rural

population, which was visible in the number of forms of support provided to farmers regarding

setting up and development of non-agricultural activities, i.e. 26 333 consultations,

334 trainings which in 2017 involved 5853 people .

2) The most important actions aimed at encouraging entrepreneurship and shaping entrepreneurial

attitudes included support to the development of small family businesses in the areas of:
agritourism and rural tourism, educational farms, on-farm processing on a small scale and
marketing the products, short supply chains, agricultural retail trade as well as direct sales and
direct deliveries including labelling of packaged food.

3) Appropriate funding should be secured for agricultural advisory centres to ensure the
continuation of their activities to encourage rural entrepreneurship and shape entrepreneurial

attitudes.
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TOURISM COMPETITIVENESS OF POLAND COMPARED
WITH OTHER EUROPEAN COUNTRIES
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Abstract. The article deals with the issues of Poland’s tourism competitiveness and the role of rural tourism
development. The study reveals that tourism can be an important area of the local economy and act as a stimulus
of endogenous development. To assess the competitiveness of tourism regions in the Europe, the authors used
the TTCI (Travel & Tourism Competitiveness Index) covering the period from 2015 to 2017. The aim of the
research was focused on the evaluation of Poland’s tourism competitiveness compared with other European
countries. The analysis of TTCI data reveals that Poland’s tourism competitiveness shows a positive trend. In the
analysed period, the most competitive countries were Spain, France, Germany and the United Kingdom and the
closest competitors of Poland were Hungary, Bulgaria, Slovakia and Latvia. The deeper insights in comparing the
attractiveness of Poland compared with other East European and Balkan countries give evidence that the nature
and landscape values of agricultural land of Poland are very highly rated in Europe, and the only Poland’s indicator
which stands out from the overall tourism indicators is country’s international openness, which in reality is only
indirectly linked with Poland’s nature and landscape attractiveness as it mainly depends on the EU geopolitical
aspects. The research is based on the analysis of qualitative and quantitative data available in secondary
information sources; the methods of induction and deduction, analysis and synthesis are used to reach the aim
of the research.

Key words: tourism economy, rural tourism, competitiveness.

JEL code: Z30, Z32.

Introduction
Nowadays the process of diversifying economic activity in rural areas and incorporating new non-

agricultural and non-productive functions into the rural space is inevitable. The process is closely
associated with the policies of the all-in-one and sustainable development of villages and the
dominant feature of the tourist3. Based on research and expertise (Rosner, 2002; Stanny, 2013;
Rosner, Stanny 2007), Polish countryside is spatially differentiated, both in the sense of the level of
social and economic development. The country is divided into Western Poland, which is much better
developed, and Eastern Poland with low economic potential and unfavourable demographic
structures, with young people having a tendency to migrate - their escape to large economic centres
for work and better living conditions. This situation forces us to seek new solutions to this problem
and to commence the vocational activation of the rural population, with a particular focus on multi-
functionality and creating non-agricultural jobs (Zarebski, 2015). According to Zvirbule and Dobele
(2018), the tourism industry represents one of the opportunities for economic growth in the country.
As the examples of delimitation of rural areas indicate, tourism can be a crucial sector of the local
economy and act as a stimulus of endogenous development. On the basis of the concept of alternative
tourism (in the 80s of the 20" century put forth as an alternative to mass tourism), concepts pointing
to the need for the development of tourism with respect to the broader human environment emerged.

The concept of eco-development and then sustainable development takes into account the possibility

L agnieszka.brelik@zut.edu.pl, Tel. + 48 606 529 592

2 gunta.grinberga@lIlu.lv, Tel. +371 29463545

3 Analysis of the development of tourist function usually applies to a limited area being a properly defined territory. This is usually an area defined by
the administrative division (commune, poviat, voivodship). Larger (indivisible) areas of research, such as the countries or groups of countries are not
common. The main reason is the small significance of such comparisons for the economy of a single country. However, when such a comparison is an
element enabling the classification of countries due to the degree of tourist development, and therefore is a tool to indicate the countries most
developed in terms of tourism, then this information becomes valuable due to the possibility of obtaining an appropriate pattern of development.
Measurement of the development of the tourist function is carried out by using several indicators, among which should be mentioned best known
traditional indicators, i.e.: Baretje'a-Deferta, Schneider, Charvata or Deferta [https://
www.ue.katowice.pl/fileadmin/_migrated/content_uploads/8_A.R.Szromek_Pomiar_Funkcji_Turystycznej....pdf].
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of natural ,ingrowing” of tourism into regional and local social structures and the natural environment
(Kraciuk, 2016). This increases the importance of knowledge, innovation, creativity and
entrepreneurship. These features become important factors in the development of both businesses,
farms, local environments, regions, and the entire country's economy. The key task is shaping
entrepreneurial attitudes, the consequence of which are specific activities in various spheres of social
and economic life (Krzyzanowska, Sikorska-Wolak, 2010, p.39). According to Wilkin
(Multi-functionality of agriculture..., 2010) multifunctional use of resources of social capital and the
implementation of new non-agricultural features into the rural space, such as production, services
and commerce, result in economic diversification of rural areas, reducing the role of agriculture, and
thus creating new jobs, reducing unemployment, searching for new sources of income in occupations
related to the agriculture and using rural manufacturing resources (Roszkowska-Wise 2010, 2014,
p. 113-126; Wisniewska, 2008, p. 221-225; Zawadzki, 2014, p. 315-329). Rural tourism has a huge
potential owing to natural and heritage culture potential (Grinberga-Zalite et al., 2018), thus the
resources of a given area: natural and cultural environment, infrastructure, facilities and equipment
for visitors are a determinant of the attractiveness of the region. A tourist attraction is not only
determined by its tourist values (natural and cultural), but also travel products offered, land use, the
availability of physical and economic, historical heritage, social and cultural events as well as sports
facilities (Davidson,1996; Gaworecki, 2000).

How to extract tourist regions! is not clear, as different concepts on this topic appear in the
literature of the subject. The indisputable criterion, taken into account by all the authors, is tourist
attractions; however, in case of other features which should characterise this type of region, there
is No longer such a compliance required. One of the older concepts assumes that the tourist region
is an area that performs tourist function on the basis of homogeneity of the features of geographical
environment and internal service links. It is a recognition of the economic existence of spatial
organisation in the system with the team-oriented devices adapted to the environmental conditions
and social relations (Warszynska, Jackowski, 1974, p. 31). In this perspective, a tourist region was
identified with the administration, which became the economic specialization of functions, and it was

usually characterised by the uneven distribution of values of geographical environment.

Tourism competitiveness of Poland in relation to other European countries
The competitiveness? of the areas of the tourist reception is based on three groups of objective

and subjective variables: factors of the location of the area; the tourist potential; and assessing the
image of the area (Zemla, 2010). Despite the fact that competitiveness is the subject of numerous
scientific research works, the literature of the subject lacks a clear and generally accepted definition
of that concept. There is a consensus, however, that competitiveness is a complex category, and
consequently, determining its essence requires decomposition into constituent elements, i.e.
dimensions of competitiveness. In literature, the competitiveness of a region is defined as the ability
to adapt to new tasks and social, economic and environmental challenges, and the ability to create
alternative conditions (possibilities) of the development, which help to maintain or strengthen the
position of the region, both at home and abroad (Markowski, 2005, p. 25; Ratajczak, 2008, p. 300).

! Tourist region (destination) is defined as the area that attracts the attention of tourists from a considerable distance through its points of interest,
providing them with paid accommodation.

2 Economic literature indicates that the competition is the process by which market participants, in order to realize their interests, try to present more
favourable offers in terms of price, quality or other characteristics affecting the decision to enter into a transaction (Kamerschen, McKenzie, Nardinelli
1992, p. 47). The competitiveness of national economies will therefore be the ability of the country to produce and distribute the material goods and
intangible goods competitive in relation to those that are produced in other countries, assuming the increasing standard of living of societies (Scott

1985).
38



Proceedings of the 2019 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 37-43
DOI: 10.22616/ESRD.2019.004

The competitive region is the one that creates a favourable climate for the development of
entrepreneurship and innovation in the market economy, enabling businesses to achieve high
economic efficiency and acts on the inclusion of existing work in the processes of management,
thanks to which it raises the level and the quality of life in the region (Skinny-Hyski, 2009, p. 35).
This approach refers to the concept of tourist attractiveness of areas and includes a group of features
related to tourism in the broad sense, which is the subject of interest (demand) of potential tourists.
The competitive region, according to Klamut M. (2008, p. 47) is the one which enables creating new
structural combinations by using human and physical resources, favouring the commercialisation of
its products. Competitive regions, according to Czudec W. (2010, p. 1), are separate or uniform areas
similar in terms of investment offers or specialized public services, agricultural regions with similar
specialization, industrial and raw material regions, tourist regions with similar offers, and finally
innovative and learning regions. Factors shaping the competitiveness of the region depend mainly
on the potential inherent in the region (natural or historical conditions), the activity of the local
authorities in the area of planning and implementation of regional and economic policy of the country,
structural policy and cohesion policy of the European Union (Richter-Kazmierska, 2007, p. 195-196).
Taking into account the site factors in space, internal factors (e.g. the pension position, territorial
organization factors, and infrastructure) are considered, i.e. permanent part of the region, and the
external factors, which have been retrieved from outside the region (Grabowski, 2008, p. 157). The
rivalry between the regions is now becoming more and more sophisticated. The areas which are
winning are those that prioritise new management methods and are able to bring out their potential
(Czudec, 2010, p. 1). The subject of competition between regions may be the acquisition of tourists,
and the competitiveness in this case is based on attractive natural resources and cultural heritage
and their respective exposure and use. The role that the region can play in the economy, whether
Polish or European, depends on its competitive position. The potential of competitiveness determines
the type, the size and persistence of competitive advantage. Competitive advantage is the basis for
the formulation of such an offer in the market, which will allow the achievement of a specific position.

In the market of tourist services, small units such as a commune, and even a single tourist
attraction, compete with each other. The development of competition in the market of tourist services
both local, regional, internal, European, and global forces the subjects to the market to search for
new forms of shaping their competitiveness (Dabrowska, 2006, p. 114).

The aim of the current research was focused on the evaluation of Poland’s tourism
competitiveness compared with other European countries. The research tasks subordinated to the
achievement of the current research aim were: 1) to analyse the theoretical aspects of tourism
economics and the growing importance of rural tourism opportunities for countries’ regional
development; 2) to analyse tourism competitiveness of European countries in 2015-2017; 3) to
evaluate Poland’s tourism competitiveness compared with other East European and Balkan countries

by identifying its current strength and weaknesses.

Methodology
In order to assess the specificity of the tourism economy and the competitiveness of the tourist

regions, the authors used TTCI-Travel & Tourism Competitiveness Index data proposed by the World
Economic Forum. The design of the TTCI indicator is composed of three levels. Accordingly, the first
level is made up of four sub-indexes: the environment for tourism, policy in the area of tourism,

infrastructure, natural resources and cultural heritage. Moreover, each sub-index includes so-called
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pillars that make up the next level of the structure indicator TTCI, which was the focus of the
particular study. The research is based on the analysis of TTCI quantitative data and quantitative
data available in secondary information sources. The methods of induction and deduction, analysis

and synthesis are used to reach the aim of the research and make justified conclusions.

Research results
According to the United Nations World Tourism Organisation (UNWTO, s.a.), today Europe is the

largest receiving continent for international tourists. In order to have a closer insight into the
attractiveness of various European countries, the World Economic Forum annually issues tourism
performance overview summarized in Travel and Tourism Competitiveness Index that includes
factors determining the level of competitiveness regions. Thanks to it, it is possible to identify and
compare the competitiveness of countries, assess the impact of individual factors on the
competitiveness and identify the strengths and weaknesses of the tourist regions. A total of 14 pillars
can be extracted in the TTCI version in 2015 and 2017. In turn, each pillar consists of several sub-
indexes. Accordingly, in total 90 indicators were used in TTCI index. The value of the TTCI index
in 2015 for Poland was 4.08 (on a scale of 1-7), which is 27% place in the ranking of European

countries, where in 2017 it increased by 0.03 and reached the 25t position.
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Fig. 1. European countries’ tourism competitiveness index values in 2015 and 2017 (scale 1-7)

The data presented in The Travel & Tourism Competitiveness Report show that during the
analysed period the leaders in the tourism competitiveness are Spain, France, Germany and the
United Kingdom and their index values show a positive trend in the analysed 2-year period. The
closest competitors of Poland that have obtained approximately same values are the Czech Republic,
Hungary, Bulgaria, Slovakia and Latvia.

To have a closer insight into the attractiveness of Poland and its direct competitors, an in-depth
analysis of the competitiveness of Poland as a tourist region in comparison to East European and
Balkan countries was conducted by analysing the individual indicators of the second pillar in 2017
(Figure 2). The data of Figure 2 reveal that in half of the fourteen analysed indicators, the position

of Poland is better than the average results of the Balkans and Eastern Europe.
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Fig. 2. Tourist competitiveness of Poland, Balkans and Eastern Europe (scale 1-7)

The Figure 2 gives evidence that the nature and landscape values of agricultural land of Poland
are very highly rated in Europe. Especially it relates to such indicators as Cultural resources, Nature
resources, Ground infrastructure, Port infrastructure and Air infrastructure, Ecological balance, Price
competitiveness, Availability of ICT and Appropriately specialized working staff. In fact, all the other
indicators very insignificantly lag behind the Balkans and other East European countries as the
sub-index values differ very slightly. The only one indicator which stands out from these indicators
is International openness, which incorporates such sub-index components as Visa requirements,
Openness of bilateral air service agreements and Number of regional trade agreements in force,
which in reality is only indirectly linked with Poland’s nature and landscape attractiveness as it mainly
depends on the EU geopolitical aspects both in each of the analysed countries’ regional and the
overall global scale. Therefore, the authors’ research findings give evidence that 13 years after
Poland’s accession to the European Union, growing number of consumers in European countries
perceive Poland as an attractive region. This increases the importance of the tourism economy, which
represents a very important source of income. Therefore, tourism policy makers of Poland have to
consider the currents gaps in Poland’s tourism international openness and to consider ways how to

reduce them both at the local level and in discussions with other EU Member States.

Conclusions, proposals, recommendations
1) Contemporary surroundings enforce continuous changes of all market entities - institutions,

enterprises and, above all, regions. Their flexible adaptation to the existing conditions of the
competitiveness becomes a necessity and is determined by the possession and the skilful use of
a variety of material resources and, in particular, the intangible resources. Towns and regions
also compete with one another trying to attract tourists.

2) Poland’s tourism competitiveness shows a positive trend as its position of the World Economic
Forum Travel and Tourism Competitiveness Index is constantly improving (from the 27t place
in 2015 to the 25t place in 2017).

3) In the analysed period, the Travel and Tourism Competitiveness Report shows that the most
competitive countries were Spain, France, Germany and the United Kingdom, whereas the

closest competitors of Poland were the Czech Republic, Hungary, Bulgaria, Slovakia and Latvia.
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4) The deeper insights in analysing the attractiveness of Poland compared with other East European

and Balkan countries reveal that there are only few indicators Poland slightly lags behind the
Balkans and other East European countries. The indicator which stands out from these indicators
is International openness which incorporates such sub-index components as Visa requirements,

Openness of bilateral air service agreements and Number of regional trade agreements in force.

5) The tourism policy makers of Poland have to conduct a deeper analysis of the currents gaps in

Poland’s tourism international openness and consider the possible ways how to reduce them by
organizing discussions with local stake holders such as tourism operators and providers, NGOs,
regional tourism authorities as well as by taking an active part in discussions with the EU Member
States.
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DIMENSIONS OF THE FUNDING PROGRAMMES FOR SUSTAINABLE RURAL
DEVELOPMENT IN ROMANIA
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Abstract. As part of the Common Agricultural Policy, the European Union offers a complex system of rural
development interventions, an increased flexibility, allowing through the Rural Development Plan the design of
financial envelope according to the national specificity, based on the principle of subsidiarity, The paper examines,
using a comparative analysis based on national data, as well as the statistics provided by Eurostat, how Rural
Development Plan and the National Plan for Local Development (funded by the national government) have
effectively contributed to the sustainable development of rural areas from Romania, emphasizing some specific
aspects of the implementation.

Key words: rural development, funding programmes, sustainability, agriculture, environment,
competitiveness.

JEL code: 021, 022, Q01, Q18, R51.

Introduction
The major objectives of the rural development policy are the enhancement of the quality of life of

the rural population and improvement of the overall competitiveness of rural areas; whilst
agricultural policy has the improvement of farmers’ incomes as its main goal, even if agricultural
policy objectives have been evolving in many countries and at present they often include
environmental objectives and the production of non-output goods (multifunctionality of
agriculture)(OECD, 2006).

TheEuropean Union sustainable development strategy emphasizes the need for a cost-effective
implementation of political measures , being relevant for funding programs for rural areas (Uthes
2017).

Romania has a rich natural environment and high biodiversity, including the Carpathian
Mountains, the Danube Delta Biosphere Reserve and 300,000 ha of virgin forest. Natural and semi-
natural ecosystems cover around 47 % of the national territory. Approximately 2.4 million ha of the
country's semi-natural grassland is classified as of High Nature Value (HNV).

Rural areas are typified by a scattered population and very low quality infrastructure (only 33 %
of rural residents are connected to a water supply network, only 10 % to a sewerage system and
only 10 % of rural roads are of adequate standard). Basic social infrastructure (health and education
systems, finance and credit provision etc) is also much less developed than in urban areas. These
factors affect the quality of life in rural areas, hamper economic development, increase outmigration,
and exacerbate health and environmental problems (Brandt 2007). The rural economy is highly
dependent on agriculture and forestry, with low development of alternative activities, and lower
incomes than urban areas. As Member State since the 15t of January 2007, Romania choose to have
one RDP for the whole country.

The aim of the paper is to analyse the way the funding through the NPRD contributes to a
sustainable rural development, by analyzing the indicators related to the economic, social and
environmental dimensions of the rural sustainable development, in the economic, social and
environmental indicators, in accordance with the stipulations of the National Plan for Rural

Development.

L e-mail: ioanacom@unitbv.ro, 29 Eroilor Blvd., Brasov, Romania
2 e-mail: diana.foris@unitbv.ro, 29 Eroilor Blvd., Brasov, Romania
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Achievements of the National Rural Development Plan 2007-2013
During the 2007-2013 funding period, improving the quality of life was a stated goal of the rural

development policy within the framework of the EAFRD Regulation, and a strategic priority of the
European Union (EU) (Moser 2018).

The overall objective of the first planned period of the National Plan for Rural Development NPRD
was to increase the competitiveness of the agri-food and forestry sectors, by improving rural areas,
quality of life in rural areas and environment protection. In order to achieve these objectives, at
NRDP were defined four axis: Axis 1 ,Improvement competitiveness of the agricultural and forestry
sector”, the overall financial allocation, was 4.785.667.281 Euro, out of which 2.885.269.470 Euro
public expenditure and 1.900.397.811 Euro private expenditure. The main share has been assigned
for Measure 121 Modernization of agricultural holdings (31,3 %), targeting the specific objectives:
introduction and development of new technologies and procedures, production diversification,
adjusting the profile, level and quality of production to market requirements including the organic
production, as well as obtaining and using energy from renewable sources (Fig. 1a).
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Fig. 1. National Plan for Rural Development 2007-2013, share of allocation by measures.

Axis 2 ,Improvement of environment and rural area”, with a total cost of € 3.163.717, of which
€ 3.163.239 public expenditure. A share of 45,5 % has been designed for Measure 214 Agri-
environment payments, needed to support the sustainable development of rural areas. For
Measure 211 Support for Disadvantages Mountainous Areas, the total allocated cost was
769,555,055 Euro, representing a share of 24.1 % (Fig. 1b). Axis 2 measures for agricultural land
have contributed to: maintaining biodiversity - 6,073 million ha; soil quality - 864 thousand ha;
water quality - 2,186 million ha; avoiding the isolation and abandonment of land - 6,014 million ha;

mitigation of climate change - 1,431 million ha.
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Axis 3 ,Rural diversification and quality of life”, with an overall cost of € 2.719.923, of wich
€ 2.337.695 Euro public expenditure. A large amount of the funding has been allocated for village
renewal and rural services. The achievements: Measure 312 ,Micro-enterprises”: 9,499 applications,
3,130 contracted projects, € 402,7 million euro; payments: € 264 million; Measure 313
~Agro-tourism”: 1,684 contracted projects, of € 236,7 million euro; Payments: € 86.4 million;
Measure 322 ,Village Renovation and Development”: 3,317 applications, of € 7,64 billion (allocation
of EUR 1,6 billion); 877 contracted projects, of 1.73 billion euros; payments: € 1.4 billion (Fig. 1c).

Axis 4 LEADER, with a total cost of 524.094 Euro, of which 386.164 public expenditure. The main
measures at Axis 4 level in terms of total allocated budget are 41 ,Implementation of local
development strategies ,(ie Leader Axis 1 - 411 and Leader Axis 3 - 413) and 431 Local Action
Groups, acquiring skills and animating the territory (Fig. 1d).

Analysing the achieved results through the NRDP 2007-2013, 2,597 farms and over 73,000
farmers (through measures 112 - Young farmers, 141 - semi-subsistence farms and 121 - farm
modernization) were funded. 3.133 non-agricultural SMEs from rural areas and 1,011 processing
units (Measure 123) received funding. Over 3 million inhabitants benefited from village infrastructure
(Measure 322): 3,862 km of modernized communal roads, 2,900 km of water supply network and
4,345 km of built-up sewerage network. There have also been built 1,967 km of agricultural roads
and 1,610 km of forest roads (Measure 125). Also, through the NRDP 2007-2013, 137 projects of
irrigation works were funded and works for flood protection of 44,794 ha were carried out. A total of
318,794 ha have been carried out for the modernization and rehabilitation of the irrigation
infrastructure.The Agency for Rural Investment Finance (AFIR) has paid over 7.4 billion euros to
beneficiaries of RDP 2007-2013, reaching . an absorption degree of over 86 % of the total European
funds allocated to Romania.

Overall, in the period 2009-2015, the measures analysed through the counterfactual analysis has
created a net effect of about 20.760 jobs. The net effect in the non-agricultural sector reaches 7.142

which represents 13 % of the target value of the impact result indicator (AFIR 2019).

Targets of the 2014 - 2020 Rural Development Program for Romania
The goals of the Europe 2020 Strategy, which Romania has also assumed and to which it has to

contribute, according to the National Reform Program, are: *employment rate of the population aged
between 20 and 64 years of 75 % (RO 70 %); *R & D investment rate of 3 % of European Union
GDP (RO 2 %); *20/20/20 target on energy and climate change: greenhouse gas emissions by 20 %
below 1990 levels; <20 % of the energy produced from renewable sources (RO 24 %);+20 % increase
in energy efficiency; *Early school dropout rate below 10 % (RO 11.3 %); «the share of young people
aged 30-34, who graduates from a form of tertiary school, at least 40 % (RO 26.7 %);reducing the
number of people exposed to poverty by 20 million (Cretu 2015).

Romania's RDP 2014-2020 funds actions under all six RD priorities, according to the economic,
social and environment dimensions of the sustainable development (Tab. 1).

The total public expenditure of the RDP 2014-2020 is € 9.441 billion. The highest share is
allocated to four measures: 26.6 % allocated to Measure 4 - Investments in physical assets, 13.8 %
for Measure 13 - Payments to areas facing natural or other specific constraints; 13.8 % is allocated
for Measure 7 — Basic services and village renewal in rural areas and 9.5 % allocated to Measure 6

- Farm and business development (Tab. 2).
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Table 1

Priorities of the National Plan for Rural Development 2014-2020 of Romania

RD 2014-2020 Priority

Target

Knowledge transfer and
innovation in
agriculture, forestry and
rural areas

Training for 184 000 persons;

30 000 farmers and owners of small processing units will be trained linked
to development of their farm/food businesses (particularly small and

young farmers);

more than 150 000 farmers will be trained on how to better deliver

environmental and climate-related benefits.

Food chain organisation,
including processing and
marketing of
agricultural products,
animal welfare and risk
management in
agriculture

modernisation and support of the investments of nearly 300 food

processing units;

setting up of 62 new producer groups;

participation of 620 holdings, to support cooperation projects;
new participation by 400 farmers and groups of farmers in quality

schemes;

5 000 farmers will be supported for premium for insurance;

600 pig and poultry holdings will receive payments for the animal welfare

commitments.

Restoring, preserving
and enhancing
ecosystems related to
agriculture and forestry

Environmental and climate payments for:
Million hectares of agricultural land

800.000 hectares of forest

Payments for organic agricultural practices:

200.000 hectares

Resource efficiency and
climate

435 projects for modernisation of existing irrigation infrastructure (for

400.000 hectares of agricultural land);

870 investments targeting the reduction of GHG and NH3 emissions.

Social inclusion and
local development in
rural areas

27.000 jobs (2 000 will be created under LEADER)

800 projects will be supported to improve small-scale rural infrastructure,
improving living conditions for some 27 % of the rural population
400 local cultural patrimony buildings will be restored and preserved

Source: authors’ synthesis -European Commission data

Analysing the current situation, the value of the submitted projects on measure 4 exceeds more

than 170 % the financial allocation, the highest exceeding being registered for Measure 4.1a -

Investments in

fruit growing

sector

processing/marketing of agricultural products (172 %).

and Measure 4.2 -

Support for

investment in

Table 2
Analysis of the projects 2014-2020 (situation on 2019 February 7")
Public Submitted | Selected | Approved
. - projects, projects,
Measure expenditure projects,
(Euro) value (Euro) value value
(Euro) (Euro)

1.1 Support for vocational training and skills 54.191.022 30.494.562 14.183.396 3.335.918
1.2 Support for demonstration and 13.414.500 839.227 719.227 0
information activities
4.1 Investments in agricultural holdings 844.672.338 | 2.233.717.657 | 865.508.578 | 649.512.819
4.1 Investments in agricultural holdings ITT | 33 469,000 | 56.160.669 | 25.153.553 | 20.064.376
Danube Delta
4.1a Investments in fruit growing holdings 284.356.109 401.895.369 | 244.440.048 | 178.749.673
4.1a Investments in orchard holdings ITI 5.000.000 4.923.015 | 4.358.466 | 4.358.466
Danube Delta
4.2 Support for investments in the processing | 359 gg3 695 | 618.728.194 | 230.818.463 | 152.029.849
/ marketing of agricultural products
4.2 Support for investments in the processing
/ marketing of agricultural products ITI 10.600.000 11.489.693 10.959.866 | 10.380.115
Danube Delta
4.2 State aid scheme 112.500.000 122.749.069 80.193.763 | 66.897.136
4.2 Minimis Scheme 12.500.000 805.256 614.753 614.753
4.2a Investments in the processing / 34.629.439 | 11.672.499 | 10.234.665 | 7.231.399
marketing of fruit growing sector products
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Measure

Public
expenditure
(Euro)

Submitted
projects,
value (Euro)

Selected
projects,
value
(Euro)

Approved
projects,
value
(Euro)

4.3 Investments for the development,
modernization or adaptation of agricultural
and forestry infrastructure - irrigation

433.978.719

226.680.858

189.050.730

180.347.372

4.3 Investments for the development,
modernization or adaptation of agricultural
and forestry infrastructure - irrigation ITI
Danube Delta

7.000.000

6.798.482

6.794.520

6.794.507

4.3 Investments for the development,
modernization or adaptation of agricultural
and forestry infrastructure - agricultural
access infrastructure

130.298.233

418.451.214

78.989.370

77.428.873

4.3 ITI Danube Delta

3.000.000

3.452.793

3.347.047

3.347.047

4.3 Investments for the development,
modernization and adaptation of the
agricultural and forestry infrastructure -
forestry infrastructure

99.271.119

146.722.415

91.277.869

91.032.475

4.3 Investments for the development,
modernization and adaptation of the
agricultural and forestry infrastructure -
forestry infrastructure ITI Danube Delta

1.700.000

1.462.698

1.421.820

1.421.820

6.1 Support for the installation of young
farmers

426.744.132

582.350.000

409.630.000

406.460.000

6.1 Support for the installation of young
farmers ITI Danube Delta

10.000.000

9.470.000

8.300.000

8.180.000

6.2 Support for the establishment of non-
agricultural activities in rural areas

106.569.178

345.330.000

111.320.000

108.958.000

6.2 Support for the establishment of non-
agricultural activities in rural areas ITI
Danube Delta

5.000.000

15.250.000

4.860.000

4.510.000

6.3 Support for the development of small
farms

246.493.158

255.570.000

115.365.000

114.247.500

6.3 Support for the development of small
farms ITI Danube Delta

5.000.000

3.435.000

1.305.000

1.121.250

6.4 Investments in the creation and
development of non-agricultural activities

166.503.969

423.835.358

162.489.275

145.676.463

6.4 Investments in the creation and
development of non-agricultural activities ITI
Danube Delta

10.000.000

17.180.257

9.132.873

6.552.304

6.5 Scheme for small farmers

12.333.000

61.813

4.882

4.882

7.2 Investments in the creation and
upgrading of small scale basic infrastructure -
water / waste water infrastructure

7.2 Investments in the creation and
upgrading of small scale basic infrastructure -
water / waste water infrastructure ITI Danube
Delta

7.2 Investments in the creation and
upgrading of small-scale basic infrastructure -
road infrastructure

7.2 Investments in the creation and
upgrading of small-scale basic infrastructure -
road infrastructure of local interest ITI
Danube Delta

7.2 Investing in the creation and upgrading of
small-scale basic infrastructure - educational
and social infrastructure

7.2 Investing in the creation and upgrading
of small-scale basic infrastructure -
educational and social infrastructure ITI
Danube Delta

1.109.058.285

726.335.354

476.597.571

428.247.490

13.204.837

11.729.437

11.729.437

1.006.959.285

510.942.432

494.162.183

25.754.682

24.700.601

24.700.601

168.742.693

121.037.443

116.373.553

2.684.356

1.792.188

1.792.188

7.4 Support for investment in the creation,
improvement or extension of base services for
the rural population, including leisure and
culture, and related infrastructure

13.761.860

7.6 Investments associated with the
protection of cultural heritage

188.010.999

304.396.659

211.735.295

207.961.365
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Public Submitted | Selected | Approved
. - projects, projects,
Measure expenditure projects,
(Euro) value (Euro) value value
(Euro) (Euro)
7.6 Investments associated with the
protection of cultural heritage ITI Danube 9.000.000 4.247.900 4.009.098 4.009.097
Delta
8.1 Afforestation and creation of wooded 126.801.632 | 10.996.025 | 4.486.466 | 4.486.466
9.1 Establishment of producer groups 14.736.313 3.674.879 3.670.419 3.370.418
9.1a Establishment of the fruit sector
producer groups 5.300.811 0 0 0
15.1 Payments for commitments in the field
of forestry and climate 70.147.754 2.793.323 1.649.316 0
16.1 Support for the establishment and
operation of operational groups (GO), for the
development of pilot projects, new products 6.723.721 49.067.192 8.376.817
Stage I- Expression of interest
16.1a Support for the establishment and
operation of operational groups (GO), for the
development of pilot projects, new products —
fruit sector - Stage I
16.1a Support for the establishment and 5.819.040 31.125.190 7.206.293
operation of operational groups (GO), for the
development of pilot projects, new products -
fruit sector Stage II
16.4 Support for horizontal and vertical
cooperation between actors in the supply 10.085.582 11.885.142 5.728.359 4.286.059
chain
16.4a Support for horizontal and vertical
cooperation between actors in the supply 8.728.560 3.437.443 2.122.246 1.808.062
chain —fruit sector
19.1 Preparatory support for the development
of local development strategies 1.990.183 2.435.307 2.379.233 2.224.725
19.2 Support for the implementation of
actions within the local development strategy 495.598.466 307.847.362 | 248.210.323 | 247.563.169
19.3 Preparation and implementation of the
Local Action Group's cooperation activities 16.987.679 173.297 80.947 15.000

Source: Authors’ synthesis based on MADR(2019) -

Romania has also chosen to implement a separate thematic sub-programme (with indicative
financial allocation of € 320 million EAFRD funds) aimed to increase the competitiveness and enable
restructuring of the fruit growing sector, a sector where Romania has climatic advantages and
traditional strengths, but which has suffered from under-investment. Support is given for the
setting-up of new orchards, reconversion of the old ones, fruit processing, cooperation projects, and
the setting-up of producer groups within the sector (Alecu 2016).

Interventions in the Danube Delta are eligible for funding under five measures; there are two
strategic objectives: 1) preservation of unique natural values through environmental management
guided by science and by strengthening local communities in their role as proactive protectors of this
unique world heritage; and 2) The development of a green, inclusive local economy based on
sustainable consumption and protection,

resource-efficient, capitalizing on the comparative

advantages of the areabenefiting from the support of improved public services (ENRD 2017).

National Plan for Local Development
NPLD is a multi-annual funding program coordinated by the Ministry of Regional Development and

Public Administration from Romania, whose main objective is to support the sustainable development
of the administrative-territorial units (MDRAP 2019).
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Table 3

National Plan for Local Development of Romania

Public expenditure

Public Expenditure

Total Payments

Field Stage I - Stage II- _
2013-2019 (Euro) | 2017-2020 (Euro) 2013-2018 (Euro)

Water supply 490.160.320 477.244.568 364.929.000
Water supply + sewerage 71.273.820 487.342.347 35.486.820
Sewerage 628.756.452 865.043.894 409.365.290
Roads 2.207.640.433 3.130.386.742 1.762.914.738
Primary schools,
gymnasiums and high 177.475.784 516.071.492 100.332.031
schools
Kindergarten 57.591.381 249.568.475 36.621.783
Medical care units 2.360.578 229.932.961 11.165.535
Bridges 54.595.981 242.697.785 41.123.214
Other fields(public
institutions, cultural , 33.031.203 84.232.853 24.941.949
tourism infrastructure)
Total € 3,69 billion € 6,198 billion € 2,76 billion

Authors’ synthesis based on Ministry of Regional Development and Public Administration data

The achievements of the first stage of the program 2013-2019 were: 5,502 financed investment

objectives of which: 3,129 completed targets; total allocation: € 3,69 billion; total allocated 2018:

€ 0.4 billion (MDRAP 2019). The second phase of the program finances 9,500 investment objectives,

of which 2,500 medical care units and kindergartens, 2,000 schools and 5,000 other objectives (from

all eligible areas). For these investments, funds amounting to 30 billion lei are committed (Tab. 3).

The comparative analysis of the two NPLD stages emphasizes a raise of 68.75 % of the allocation

for local development.

Conclusions

1) Based on the principle of subsidiarity, Romania selected the rural development measures which

fit to national circumstances: negative demographic trend - declining rural population, poor
development of non-agricultural activities which generates the rural population's dependence on
subsistence agriculture; low level of labor productivity; low level of primary education graduation
and high school abandonment of compulsory education compared to urban areas;
underdeveloped entrepreneurial culture, characterized by lack of basic managerial knowledge;
low income per household; poor quality of tourism infrastructure and rural tourism services;
underdeveloped or incomplete basic rural infrastructure (especially in mountain areas) - road,
water, sewerage, electricity; limited access to basic social services (health, care of the elderly,
kindergartens, etc.); increased share of the rural population at risk of poverty or social exclusion;
degradation of traditional settlements with cultural value and historical monuments.
2) The statistical analysis of CMEF baseline indicator data, emphasizes the synergy (including
territorial) between national and EU development programs.
3) Analysing the statistical national data, one emphasizes opportunities as: creation of hew SMEs
with non-agricultural, cultural, creative and cooperative activities in rural areas; further support
investment in local agricultural and non-agricultural activities and rural services; development
of basic infrastructure and services as a prerequisite for increasing the attractiveness of rural
areas; the use of skills and capital assets by persons who have worked on external labor markets
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in the agricultural field; further consolidate core training programs, lifelong learning programs
and the development of entrepreneurial skills; the potential of information technology and media
to support rural development; further financial support for protecting, preserving local resources
(cultural heritage, natural heritage) as a basis for sustainable rural development; creation of
brands and participating in quality schemes to generate added value in domestic products; the
promoting of local identity; developing packages of financial instruments to support small
businesses; strengthen partnerships as a basis for strengthening local strategies that can
facilitate innovation, foster cooperation and local economic growth.
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CURRENT CHALLENGES OF GROCERY MARKET AND KEY DIRECTIONS OF
DEVELOPMENT OF AGRICULTURE IN GEORGIA
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Abstract. The work deals with the need to substantiate topicality of research of grocery market and key directions
of development of agriculture. The conclusion is made which states that the level of productivity in Georgian
agriculture is low. Based on the analysis, causes of low productivity of the industry and low level of development
of grocery markets is assessed: low level of competitiveness of agricultural products, impediments for Georgian
products to enter grocery markets, underdeveloped grocery supply chain, absence of usage of modern
technologies and technological opportunities in agricultural sector, small share in the budget for funding
agriculture, incomplete and ambiguous regulatory laws, low level of compatibility with legislation of international
markets, underdeveloped system of insurance in agriculture etc.

Strengths and weaknesses of development of Georgian agriculture are revealed through SWOT analysis, as well
as opportunities and threats.

Factors of low pace in development of agriculture and limited opportunities for farmers on grocery markets are
determined by the ,quality of urgency-impact” matrix, by using the scheme of priorities, needs of priority
development of agriculture are revealed.

Conclusions and recommendations are suggested as a result of the research concerning current challenges of
grocery markets and needs of priority development of Georgian agriculture.

Keywords: grocery markets, Georgia, agriculture, quality of urgency-impact, priority development.

JEL code: Q130.

Introduction
Grocery provision is one of the main prerequisites of welfare in society. As of today, populations

of many countries of the world experience low level of supply with grocery and achieving food security
is regarded as one of the main challenges. Development of grocery markets can be considered as
the key solution of this problem, where the main supplier of products will be highly productive
agriculture. It is substantiated by researchers that development of agriculture is necessary for
achieving economic growth, especially in developing countries.

In Georgia, development of highly productive agriculture based on demands on grocery markets
is extremely important due to several factors: 1. villages account almost half of the population
(41,7 %); 2.the industry employs 48,6 % of the employees, the number of self-employed is
especially high; 3. the share of agriculture in GDP is 8,2 %; 4. the level of grocery self-provision is
low (wheat - 15 %, corn - 64 %, vegetables - 65 %, meat - 46 %, milk and dairy products - 82 %
etc.); 5. there is a significant disproportion between import and export of agricultural goods, the
amount of import exceeds export four times; 6. there is high level of poverty in villages - according
to 2017 data 21,9 % of the population is beneath the level of absolute poverty. 7. there is high level
of gender inequality in villages. As statistical evidence and rigorous studies conducted by researchers
and non-governmental organizations suggested gender inequalities in employment, education and
income distributions still prevails in Georgia. Not all groups in society have equal access to
employability and entrepreneurial opportunities etc.

Besides, it is worth noting that export countries for Georgian agricultural goods are mainly

European and post-soviet. The level of competition on markets of these countries is rather high. On
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the other hand, most of the Georgian agricultural products have low level of competitiveness. Georgia

has signed trade agreement with Europe, which envisages fulfilment of additional obligations. For

Georgia, it is still difficult to meet European market requirements. Besides the above-mentioned

factors, it is unclear or does not exist legal basis; Georgian products fail to meet requirements for

entering new markets.

Hence, almost half of the Georgian agricultural sector employees create small share of GDP, which
refer to low productivity of the industry. Moreover, the level of development of agriculture is
insufficient for overcoming poverty and high share of import threatens food security of the country.
It is expected that in parallel with population growth and rising incomes, demand on agricultural
goods will also increase. In order to satisfy increased demand and solve aforementioned problems,
drastic transitions will be necessary in Georgian agricultural industry. These transitions will require
revealing the potential of production of agricultural goods and determining priorities based on
industry traditions and trends with implementing integrated strategies and diverse approaches. This
concept of development comes into compliance with EU rural development policy approaches
until 2020. Its main goal is to reveal local priorities by the efforts of community, determine strategies
for investments. Currently Georgia does not have unified policy for agricultural development.
Comprehensive research of agricultural problems and grocery markets can play key role in
elaboration of the policy of agricultural development. Besides, recommendations elaborated based
on the research will contribute to diversification of economy, growth of productivity, rising
competitiveness, development of agribusiness, investments, innovations and employment.

The goal of the research is to determine priorities of agricultural development of Georgia and
elaborate recommendations on directions of grocery market by revealing current challenges of
grocery market.

Research methods. The following methods have been used during the research:

e through bibliographical and empirical research, data derived from various sources is evaluated:
National Statistics Office of Georgia, ministries of agriculture and economics of Georgia,
Parliament of Georgia, studies of Georgian and foreign scientists, analytical reports, publications
and researches related to the industry;

e for selecting and grouping the data, identifying similarities and differences and revealing trends,
methods of comparison, analysis, synthesis, induction etc. are used;

e as a qualitative research method, in-depth interviews with farmers and experts of agriculture is
used;

e through SWOT analysis, strengths and weaknesses, as well as opportunities and threats of
development of agriculture are identified;

¢ low pace of development of agriculture and factors of limited reach on grocery markets for farmers
are revealed through the , quality of urgency-impact” matrix;

e by using the scheme of priorities, needs of development of agriculture are determined.

Research results and discussion
Georgia is a traditional agricultural country. Throughout history, this sector played a key role in

grocery provision and improving welfare. However, during the last decades, the amount of production
in agricultural industry of Georgia has decreased significantly. The pace of development of the
industry even today is way behind other industries. Grocery markets and agricultural development
in post-soviet countries are important factors for economic growth. Generally, it is widely accepted

53



Proceedings of the 2019 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 52-60
DOI: 10.22616/ESRD.2019.006

that economic growth through agricultural development in GDP decreases poverty more effectively
than other industries.

According to the modern studies, development of grocery markets and grocery provision of
population is directly correlated to the productivity in the industry. It is also important to take into
consideration the trend of fluctuation of prices on agricultural goods. The Organization for Economic
Co-operation and Development (OECD) and Food and Agriculture Organization of the United Nations
(FAO) forecast of major agricultural goods, biofuel and fishery for 2024 indicates decrease of real
prices for all agricultural goods during the next ten years. The growing production supposedly will be
supported by productivity growth and lower input prices. Slowing demand increase will be combined
with high agricultural production growth. In addition, in developing countries the major changes in
demand are projected.

Effective functioning of grocery markets greatly depends on implementation of relevant economic
policy. Supply of agricultural products to the population and provision of healthy nutrition is the main
aim of agrarian policy. Reforms based on such policy will contribute to retention of sustainable
grocery provision in the long run.

Development of agriculture is the main challenge of sustainable grocery provision in Georgia.
According to 2017 data, added value in agricultural sector accounted to 5,1 bn. lari (Fig. 1). In case

of retaining this trend, the added value in the sector will increase to 5,9 bn. lari in 2020.
6000,0
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Fig. 1. Trend of growth of generated added value in agricultural sector (m. lari)
Grocery markets will boost agribusiness growth pace. As of today, Georgian agricultural goods

are intended mainly for internal market. This is confirmed by the ratio of export-import of agricultural

goods and its share in export (Fig. 2; Fig. 3).
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Fig. 2. Dynamics of export and import in Georgia in 2000-2017 (m. USD)

Comparative analysis of export and import data on agricultural goods revealed that according
to 2017 data the amount of import significantly exceeded the amount of export and this trend
remains unchanged. Also, structural changes in agricultural goods export were made lately.
Nevertheless, the share of export of agricultural goods still remains small in overall amount of export.
It fluctuates between 9-10 %.
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Fig. 3. Share of agricultural goods in export in 2000-2017 ( %)

We can single out several important trends in agricultural sector of Georgia: 1. big number of
employed individuals in the industry creates small amount of added value; 2. the pace of growth of
production in agricultural industry increases threats in food security in short term prospect. As for
the long run, it will not be enough for stable development of the industry and overcoming poverty;
3. the amount of import significantly exceeds the amount of export and local grocery markets are
vulnerable to dumping prices; 4. share of export of agricultural goods in overall export is small, which

limits awareness of Georgian agricultural goods on international agricultural markets etc.
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Researchers conclude that growth of export allows developing countries overcome limited
opportunities of reach on international and local markets. Also, this process boosts productivity and
competitiveness.

The basis of development of agricultural markets is highly productive agriculture. In order to
identify existing problems and prospects of development in Georgian agricultural industry, SWOT
analysis was conducted. As a result of in-depth interviews with farmers and industry experts,
strengths of Georgian agriculture were identified: quality soil for production of various types of
products and environmental conditions; competence backed by the knowledge of the industry and
traditions, growing interest from young generation towards agricultural industry etc. The following
weaknesses were identified: low-productive species both in cattle breeding and plants; shortage of
modern technologies; limited access to agro loans and low level of solvency among farmers;
insufficient knowledge of modern technologies; absence of knowledge in drainage and irrigation
systems; absence or malfunction of drainage and irrigation systems; falsified products on the
markets; strong impact of environmental conditions; underdeveloped agri insurance systems etc.

Deriving from the SWOT analysis, there are the following opportunities for development of
Georgian agricultural industry: creating new recycling enterprises; providing farmers with trainings;
providing with business-consulting service; development of related and supportive industries;
conducting programs of business loans and business grants aimed for small farmers; increasing
accessibility on qualified professionals; improving species; creating cooperatives; acting against
falsifications; developing agri insurance products; implementing modern technologies, decreasing
damage of natural threats etc.

On the basis of grouping evaluations of experts, various threats must be reviewed. Natural threat
is one of them (drought, flood, hail etc.); environmental pollution; migration and leak of knowledge;
inertness of the population; epidemic diseases etc.

Low pace of development of agriculture and limited reach on grocery markets are caused by a

group of factors. Evaluation of these factors was conducted by the , quality of urgency-impact” matrix
(Fig. 4).

1
10 a

urgency

7
impact quality

Fig. 4. Matrix of priorities , quality of urgency-impact”
It was revealed that low productivity and underdeveloped grocery markets of Georgian
agricultural industry is caused by:
1) low competitiveness of products and impediments of entering grocery markets;

2) underdeveloped supply chain;
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3) low level of usage of modern facilities and technologies;
4) small share of funding of agriculture in the state budget;
5) shortage of qualified professionals;
6) incomplete and ambiguous regulatory laws, low level of compliance with international legislation
on grocery markets;
7) underdeveloped agri insurance system etc.
According to the revealed factors, by using priority scheme, needs of Georgian agricultural
industry were determined according to the following order (Fig. 5).

Creating stimulating environment for
development of farming households and
A cooperatives

High

.4 Increasing access to financial resources

ﬁ Using modern technologies and improving

e infrastructure

%)
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=}
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—

»
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Fig. 5. Priority needs of development of Georgian agricultural industry
Creating favourable environment for farming households and development of cooperatives were

determined as foremost premises for supporting agriculture. In its turn, it will have positive impact
on development on land market. Land market in Georgia lacks development, most of farmers
(75-80 %) are of small scale and they have limited access to grocery market. Moreover, they are
unable to use modern technologies for production, fail to improve species, lack relevant agricultural
services that causes low productivity of the industry. Development of farming households is
necessary both for supporting grocery markets and economy in general. It will result in raising the
level of production in agricultural products which will boost diversification and market processes.

We should review increasing accessibility on financial resources as one of the most important
priorities. In addition, sceptical attitude towards cooperatives can be noticed in the decision making
processes in the banks. Raising the lower limit of the loans in case of cooperation will serve as a
motivation for enlargement. Improving the availability of financing will, in turn, reveal the importance
of cooperation and encourage banks to make affirmative decisions with respect to cooperatives. In
addition, it is essential to identify financial and non-financial needs of development of cooperatives
based on the research.

Using modern technologies and improving infrastructure stand on the third position in priorities
of development of agriculture. In most countries development of agriculture, effectiveness of
production and raising profitability are facilitated by using modern technologies. In this viewpoint, it
is important to share experience of successful countries where development of the industry relies on

latest expertise and modern technologies.
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Improving the supply chain will also significantly contribute to functioning grocery markets. In
this point of view, the gap in supply chain between seller and buyer must be short which is of high
importance. It will contribute to creating new connections between grocery reserves and the
community. Reduction of loss on grocery also must be considered as important issue as this indicator
equals to 30-40 % of overall amount of grocery production. Due to this fact, considerable shortage
occurs on agricultural consumer markets.

The following ,critical points” are revealed in grocery supply chain in Georgia: risks are not
assessed in agricultural production; agreements with business partners are questionable or
ambiguous; rights on property of natural resources and utilization are not determined; there is
No strategy for urban system of supply chain; issues of food security of local community need to be
studied etc.

Political support also must be regarded as one of the priorities of development of grocery market
and agriculture, as well as compliance with international legislation. The role of regions and
municipalities in implementation of grocery provision policy is extremely weak. Activating grocery
policy on local level will facilitate formation of new attitudes between the government and the society.
Besides, increasing prices on grocery has become a subject of discussion among scientists and
politicians. Raising prices is considered to be the main challenge on international grocery markets.
46 % of consumer basket in Georgia is filled with grocery which is twice as more as the same indicator
in Euro zone. Considering this, raising prices on grocery is especially sensitive for the society.
Increasing prices on grocery exceeds minimum wage for living. Retaining optimal ratio between
minimum wage for living, inflation and grocery prices will become one of the main solutions for
sustainable development of agriculture.

Implementation of state policy in subsidies, stimulation and other programs will be necessary.
Major legal drawbacks in legislation must be eliminated. In particular, land code must come into
force; law on household farming holds must be passed. Besides, a number of laws require
improvement, such as grocery provision and harmlessness, laws concerning grocery safety and their
compliance with European legislative space.

Systematic approach towards development of agriculture is foremost prerequisite for
development of grocery markets. Development of agriculture based on such concept and priority
needs will provide stable growth of quality and safe production of agricultural goods, eradication of

food shortage, substituting import with local production, improving welfare of population.

Conclusions, proposals and recommendations
e There are low quotients of self-provision with main agricultural goods in Georgia, which threatens

the country’s food security. Development of agriculture and grocery markets are the main solution
for the problem.

e Low level of production in Georgian agriculture industry and underdeveloped grocery markets are
caused by the following factors: low level of competitiveness of agricultural goods; impediments
for Georgian product for entering grocery markets; underdeveloped grocery supply chain;
absence of modern technologies in agricultural production; small share of funding in the budget;
incomplete and ambiguous legislation and its low compatibility with international legislation;
underdeveloped agri insurance system etc. It is necessary to determine priority needs and

elaborate development strategies based on the revealed factors.
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Derived from the priority scheme, development of Georgian agricultural industry should be carried
out according to the following order: 1. creating favourable environment for development of
farming households and cooperatives; 2. increasing accessibility on funding; 3. improvement of
grocery supply chain by using relevant mechanisms; 4. strengthening political support for
agriculture and grocery markets, modifying Georgian legislation for compliance with legislation
regulating international markets.

There is a direct correlation between grocery markets and agriculture. Strategy for development
of agriculture must be elaborated with consideration of grocery markets, systematic and
comprehensive approaches. Agricultural development strategy based on trends of grocery
markets and priority needs will provide quality and safe growth in agricultural production,
overcoming poverty in villages, food security, elimination of shortage on grocery, replacing import
with growth of local production, improving welfare of the population.

Political and financial support of grocery markets and agriculture is rather scarce. It is necessary
to pass land code and law on farming households, improving legislation on grocery safety and

harmlessness. It is also expedient to elaborate ways of budgetary support.
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LABOUR MARKET TRENDS IN LATVIA

Laura Joma!, lecturer/ Mg.paed; Simona Zvirgzdina?, lecturer/ Mg.proj.mgmt.
Latvia University of Life Sciences and Technologies

Abstract. The labour market is the most important resource in the business environment. The employee is one of the
main resources, the quality of which is the one that determines the quality of the company's goods and service. Two-
fold information is heard in Latvia: state institutions point out that labour market trends are only improving, but
entrepreneurs point out that there is a lack of a quality and motivated workforce. In the publicly available information,
one can find indications that labour market indicators are improving, there are increasing average wages and decreasing
unemployment rates. The article analyses the criteria that have the most impact on labour market trends. Each year
the population of Latvia is decreasing, which can cause serious problems in nearest future and in the distant future -
radical problems for all.

Key words: employees, employer, migration, labour market.

JEL code: J01, JO8.

Introduction
Based on Central Statistical Bureau of Latvia (CSB), the number of employees in Latvia from 2012

till 2018 increased from 54.4 % to 65.3 %, and also unemployment rate reduced from 16.3 % to 7 %. At
the same time, entrepreneurs are discussing that high qualification employees are hard to find. In the last
six years, population rate has decreased from 2.1 million in 2010 to 1.9 million in 2018. Also, in 2013 the
number of higher education graduates was 26057, but 2017 it was just 18354. All these numbers show
that labour market rates are higher not just because employees can easier find jobs, but the number of
employees is decreasing. Those employees who have jobs or are searching for new jobs with higher wage,
can increase their demands for entrepreneurs. So, it leads to decreasing working quality, artificially
increasing salaries and the demand for high qualified employees. The negative demographic trends, a
corresponding shortage of labour in the future can be important barrier to economic growth. A key
prerequisite for stabilizing labour supply is for changing demographic trends: the long-term gap between
new-born and dead numbers must be bridged, while in the medium term, the labour market failures can
be offset by a prudent migration policy.

For these reasons, the research aim is to describe labour market supply and demand for employee
competencies and labour market trends in Latvia if, hypothetically, labour market trends depend on the
population.

The research tasks were : 1) to describe and explain labour market trends; 2) to describe and explain
differences of labour market demand for employees in different industries; 3) to describe migration impact
on labour market supply of employees.

The research object is labour market. The present research was based on monographic method,

statistical analysis, abstract and logical analyses.

Research results and discussion
1. Labour market trends in Latvia

Labour market trends in Latvia depend on the number of working population. According to the statistics,
only 55 % of all working population in Latvia were defined as employees, 7.1 % were pupils and students
and 3.6 % were temporarily disabled and permanently disabled persons. The number of growing self-
employed and unpaid family workers is slowly growing, which can be explained by the trend, that people

want to work for themselves and do not want to depend on someone else.

1 Laura Joma: laura.joma@Ilu.lv
2 Simona Zvirgzdina: Simona.zvirgzdina@Ilu.lv
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The trend of increasing non-working pensioners number is also slowly growing. Authors think that it

depends on employers: younger employers are searching for younger and higher qualified employees, but

employers with long experience are using also working capability of pensioners, because they have longer

work experience and thus they could teach skills from their experience, which universities and colleges
can't give to students. That is a very valuable opportunity, which is not used by every employer.
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Fig. 1. Labour status of population aged 15-74 in Latvia 2017

The results of the Labour Force Survey conducted by the Central Statistical Bureau show that
920.1 thousand people or 65.3 % of Latvia’s population aged 15-74 (incl.) were employed in the 3rd
quarter of 2018. Over the year, employment rate grew by 1.7 percentage points and number of employed
persons by 17.2 thousand. Compared to the previous quarter, employment rate grew by 0.9 percentage
points and number of employed persons increased by 10.5 thousand (In the 3™ quarter..., 2018).

According to the medium - and long-term forecasts of the Ministry of Economic Affairs, the labour market
situation will continue to improve gradually in the coming years — by 2022 the number of employees will
increase by around 50 thousand, while the unemployment rate will fall to 6 % (Labour market medium,
2016).

In the 37 quarter of 2018, the employment rate among young people (aged 15-24) constituted 36.2 %,
which is 1.3 percentage points higher than in the corresponding period of 2017. Out of all young people,
62.7 thousand were employed (In the 3™ quarter..., 2018).

Results of the Labour Force Survey conducted by the Central Statistical Bureau show that in the 3™
quarter of 2018 Latvian unemployment rate constituted 7.0 %. Compared to the previous quarter,

unemployment rate fell by 0.7 percentage points, while during the year it decreased by 1.5 percentage

points (In the 3™ quarter..., 2018).
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Fig. 2. Unemployment rate in the Baltic states and the European Union by quarter, as per cent

In the 3 quarter, in Latvia there were 68.8 thousand unemployed persons aged 15-74 (incl.), which is
15.3 thousand people less than a year ago and 6.6 thousand people less than in the previous quarter (In
the 3 quarter..., 2018).

In 2015, Latvia changed the rules for the application of Unemployment Benefit. Until 2015, if a person
had worked at least 12 months, he or she had unemployment benefit in 80 % of his six months’ average
wage, but after the changes in the law, the person can get just 50 % of one’s average wage. Just those
who had worked at least 30 years can apply for unemployment benefit in 65 % of average wage.

This is just one of the aspects that have also influenced unemployment rate in Latvia. The authors have
observed that many people before applying for unemployment benefit, are hesitating if they need it or not,
because the unemployment benefit is too low for their usual standard of living, they don't want to go to
different employers for job search and also they are ashamed for the status of unemployed. Meanwhile,
they are searching for different opportunities to work, and thus if they can"t get jobs, they apply for status,

in parallel working without contract of employment, thus getting paid by government and employer at the

same time.
Table 1
Europe 2020 headline indicator - Employment, EU-28, 2008 and 2012 - 2016
Topic Headline indicator 2008 2012 2013 2014 2015 2016 Target
Employment rate age group 20-64, 703 684 684 692 701 711 75.0

total (% of population)

« Employment rate age group 20-64,

Employment females (% of population)

62.8 624 62.6 635 643 653
« Employment rate age group 20-64,

59
males (% of the population) 778 746 74.3 75.0 759 769

Source: Smarter, greener, more..., 2017

According to Europe 2020, in 2016 the Member States had commitment to reach employment of 75 %
of population, but in Latvia it is just 65.3 %, which means, that Latvia still needs to change many different
norms not just in entrepreneurial environment but also in regulatory enactments. Moreover, there is a need
to take cardinal actions to increase the population of Latvia, because, based on the current statistics, there

is a risk that in the future Latvian population can become extinct as a nation.
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2. Labour market demand and supply for employees in different industries
Form 19 industries, just in six industries the wage is higher than the average salary in the overall

country. If we compare the number of people who are working in these six industries basing on CSB data
base, then in 2017 just 167.8 thousand of 894.0 thousand employees had higher than average wage in
country, and in 2018 just 158.3 thousand of 905.7 thousand employees could be included in this group.
So, it means that 81 % of employees in 2017 and 82 % of all employees in Latvia in 2018 received the
average wage or salary in the particular industry, which generally was lower than the average salary in the

overall country.

Accommaodatyion and food service activities _ 720
tducation [N, 822
Other service activities _ 831
Real estate activities _ 843
transports and storage | . o)
Construction _ 978
Human health and socioal work activities | SN o0
namionaL averact [ 1006
Profesional,. Scientific and tehnical activities | RN 1125
Information and communication _ 1584
Financial and insurance activities [ NN o:)
0 500 1000 1500 2000 2500

mQ32017 =mQ32018
Source: In the 3rd quarter..., 2018

Fig. 3. Average monthly gross wages and
salaries in Q3 2017 and Q3 2018 and
changes thereof

Other servicies

=
Financial and insurance activities | IR : 5
real estate sctvities RN
Information and communication | ;- -
Accommadation and food service sctivities | 2./
professional, scientific and tchnical activities _ 296
Human health and soclal work activities [N -

Construction 63.1

Trasportation and storage e,

Education

0.0 10.0 200 30.0 40.0 50.0 60.0 70.0 80.0
number In thousands
=2018 =2017

Source: CSB statistics, 2018

Fig. 4 Employees in Latvia by type of
economic activity in 2017
and 2018, thousand

64



Proceedings of the 2019 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 70-77
DOI: 10.22616/ESRD.2019.008

In the 3™ quarter of 2018, the highest wages and salaries for full-time work were registered in
financial and insurance activities, information and communication, energy, public administration and
defence, mining and quarrying, as well as professional, scientific and technical activities. In other
sectors, the average wages and salaries before taxes were below the national average (In the
3™ quarter..., 2018).

The lowest wages and salaries, in turn, were observed in accommodation and food service
activities, education, other service activities (that includes activities of public and other organisations,
repair of computers and personal and household goods, washing and (dry-) cleaning, hairdressing
and other beauty treatment, funeral and related activities), real estate activities, as well as arts,
entertainment and recreation (In the 3rd quarter..., 2018).

The State Employment Agency, which is responsible for compiling the statistical data of job
vacations in the country, has claimed that at this moment the most needed jobs are in such
specialities as technicians and associate professionals, service and sales workers, craft and related
trade workers, elementary occupations. Considering, tad people can earn salary that is under average
salary in the country and consumer price index in last 2 years have increased from 101.7 to 106.4,
more people choose higher-paid jobs, and lighter and lower paid jobs are only selected in extreme
need.

Jobs in financial and insurance activities, information and communication, energy, public
administration and defence, mining and quarrying are not the ones where many advertisements can
be found. These are sectors in which there are very many candidates in the case of vacancies, but
they lack the qualifications or competence to carry out the jobs in question. Therefore, in these
sectors, entrepreneurs are prepared to pay high salaries for employees, with a high degree of

professionalism, responsibility and competence in the performance of the tasks entrusted.
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Fig. 5. Annual average number of job vacancies by major occupational grouping, 2017
In view of the lack of skilled labour in the labour market, employers are, as far as possible,
supporting education institutions, technical education, job schools and higher education institutions,
providing students with places of practice, the environment for research and, as far as possible,

grants to the best students.
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Fig. 6. Number of students graduating
in Latvia in 1991-2017

Fig. 7. Decrease in Latvia’s population
(thousands) in 1990-2010 and
forecasts by 2100 without immigration

However, in view of the shrinking population in Latvia and the shrinking humber of students at
the different levels of education, it is concluded that the shortage of skilled labour will only increase
in the coming years, which will create further problems in the labour market, both in terms of wage
policy in companies and in the performance of quality work and in the labour market as a whole.

According to the report of the head of the International Migration Organization's Riga office
Ilmars Mezs, t problems in Latvia could arise due to both the age structure and the numerical
composition of the population. ,In terms of sustainability, it will be very difficult with human
resources. In the future economy, the problem will be the high proportion of seniors and the relatively
small number of working people,” explained demographer. ,If now, by very approximate estimates,
there are two workers per retiree, then with time that ratio will be 1:1” (Helmane 1., 2017).

The optimistic forecast of Eurostat, assessing the decline in Latvia’s population from 1990 to 2010
and forecasts by 2100, predicts that in 2050 Latvia will have a population of around 1.3 or
1.4 million, but after 83 years, if potential immigration is not taken into account, 500 000 people will
live in our country alone. Mathematically estimated, the number will decrease by around

18,000 inhabitants each year (Helmane I., 2017).

3. Migration impact on labour market supply of employees
The optimistic forecast of Eurostat, assessing the decline in Latvia’s population from 1990 to 2010

and forecasts by 2100, predicts that in 2050 Latvia will have a population of around 1.3 or 1.4 million,
but after 83 years, if potential immigration is not taken into account, only 500 000 people will live in
our country. The mathematical estimates suggest that the population will decrease by around 18 000
each year (Helmane I., 2017).

The professor’s findings suggest that the average share of vacancies in all professions currently
is 1.6 % (14 445 jobs), which is slightly lower than the EU average of 1.8 %. Therefore, the situation
on the labour market could not be judged to be extremely severe. This is also reflected in a survey
by the Central Statistical Bureau, in which only 14 % of manufacturing operators replied that labour
shortages were a problematic factor (Helmane 1., 2017).

Moreover, statistics show that there are No shortages of professionals in one particular profession,
but different types of professionals, both with good education and simple professionals. When
compared by sector, high vacancy rates, above 4 %, are in public administration, air transport and
the manufacture of computers, electronic and optical equipment. In particular, there is a shortage of

veterinary service providers, with a vacancy rate of 12.5 % (Helmane 1., 2017).
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Source: Map of migration... source? www.....
Fig. 8. Map of migration in Latvia 2000-2018

Between 2000 and 2018, the population changes are -24 %, with 7.5 % remaining in other
regions. In Zemgale, the population changes are -20.9 %, while 10.8 % have travelled to other
regions. Latgale has a population change of -30.0 %, with 6.9 % leaving for other regions. Vidzeme
has a population change of -25.9 %, with 11.5 % leaving. In Pierga, the population changes are
1.5 %, with 12.4 % left in other regions. In Riga, the population changes are -16.4 %, with 9.7 %
left in other regions.

The largest number of emigrations is from Pierga to Riga 31206. For example, there are 16572
emigrating persons from Latgale to Riga during this period.

From 2000 to 2018, the migration flows are mostly to or from Riga. For the purposes of this map,
the origin/destination of the migration flow is mainly the cities of the republic significance.

The data from the CSB also show that the population in Pierga is increasing. In the view of the
regions, the population annually increased only in Pierga, i.e. by 2300 inhabitants or 0.6 %.
According to the CSB, the main cause of the increase is internal migration, but the indicator of natural
movement in Pierga has been positive during the last three years(We are even..., 2018).

The largest decrease in population is still seen in Latgale — by 5400 or 2.0 %, however it is 0.3 %
less than in 2016. Meanwhile, the population in Vidzeme has decreased by 3300 (1.7 %), also in
Kurzeme it decreased by 3300 (1.3 %), in Zemgale - by 2700 (1.1 %) and in Riga - by 3500
(0.5 %). In the analysed period, one third or 33 % of Latvian residents lived in Riga (We are even...,
2018).

The CSB points out that the population has fallen in seven of the nine cities of the republic. Positive
figures were in Jurmala in 2017, with population growth of 1.0 % or 467 people and 0.4 % or 102 in
Valmiera. The population decreased most in Ventspils - by 1.4 % or 507 people, in Daugavpils — by
1.6 % (1342), in Jekabpils - by 1.0 % (224), while the least - in Rezekne - by 0.1 % (18) (We are
even..., 2018).

Instead of migrating abroad, Latvian residents of working age will continue to migrate from rural
areas to cities, particularly to Riga and Riga region, where there are opportunities for higher wages
and opportunities for more professional growth. However, it is expected that a higher GDP growth
rate — around 5 % - and a 50 % lower income gap between Riga/Pierga and regions could slow

Latvia's internal migration (Demographic Portrait of..., 2017).
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Fig. 9. Internal migration of population in 2000-2018

For domestic migration, it is important to understand the motives for resettlement. The main
reason is mostly aspiration to improve personal living conditions. Therefore, the change of residence
is linked to job search or education, finding a cheaper place of residence, purchasing a dwelling or
reasons related to the environment of life. Accordingly, the migration to cities in Latvia is linked to
population’s activity in the labour market and to the extensive educational opportunities in the cities.
In contrast, suburban movements are linked to people's desire to improve housing conditions and to
live in a quieter and more attractive environment, or closer to nature. In this context, highly
geographic mobility in Latvia is typical for young people who go to learn and seek better work,
followed by higher levels of education and better professional qualifications in line with the needs of

the labour market.

Conclusions, proposals, recommendations
1) Publicly available information suggests that the statistic of the labour market development are

comply with the real situation in Latvia. However, the statistics reflecting the number of
employees in particular industries of the labour market does not reflect the real situation in
Latvia. Moreover, as much as 82 % of all employees in Latvia receive less than average wage in
country.

2) Employers’ demand for employees with higher education, higher qualification and competencies
is increasing, thus employers are ready to pay higher wage than currently offered in Latvia, so
employees in financial and insurance activities, information and communication, energy, public
administration and defence, mining and quarrying industries receive the wage that is higher than
the average wage in Latvia. In these industries there are many people who want to get jobs in
these industries and can demand higher salary for their qualifications and competencies.

3) According to the migration analysis, one can observe that the cities which are far from Riga have
less population than in Riga and Pieriga. Rural regions are getting less inhabited, because youth
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are searching for jobs with higher wages and opportunities, and only those young people whose

parents started their own business in home-places like farms are continuing the family business.
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INNOVATIONS IN DEVELOPMENT OF PERIPHERAL REGIONS

Malgorzata Juchniewicz?!, phd. habilitated, prof. UWM
!University of Warmia and Mazury in Olsztyn, Poland

Abstract. In this article, based on a case study of peripheral region in Poland, the meaning of innovations in
regional development was discussed. Empirical studies were made by the usage of diagnostic survey. It consisted
of the representative group of business entities localized on the studied area. They were referred to, in chosen
aspects of innovative activity which was: level of innovativeness of enterprises, plans of implementation of
innovations in future, influence of innovations in operation of enterprises and the most important barriers of
conduction of innovation activity. They take into consideration the meaning of external factors influencing the
innovativeness of enterprises and regions, it was also rated the possibilities of usage of the sources from the
funds of EU by studied entities.

Key words: innovativeness, business entities, regional growth, peripheral regions.

JEL code: R11, R19.

Introduction

Economic development: of international groups, countries or regions depends from many factors.
Theoretical conceptions and empirical studies emphasize among them above all (besides ,classical”
growth factors) innovations and resulting from its implementation, the level of innovativeness of
enterprises and territorial units. Theoretical connection between innovativeness and economic growth
was considered early by Adam Smith. He did highlight that work productivity consist of speciality and
division of work (enabling the usage of more efficient machines and devices, and the growth of
qualifications of workers). Consequently, it contributes to the bigger wealth of nations (Smith, 1776).
Meaning of the innovations in economic development was also seen by List (1856). He stated that
the production potential depends not only on natural resources but also on the non-material capital.
The concept of innovation was introduced at the beginning of XX century by Joseph A. Schumpeter
(1939). He did highlight that innovations are the main factor of growth and basis of business cycle.
According to him the economic growth is the result of new combinations of production means
(Schumpeter, 1960). He stated that that entrepreneur who is active is making two types of changes.
He withdraws the existing products, changes the way of acting, production and transport forms,
forms of organization to introduce the brand new which is the process called ,creative destruction”.
New actions are to develop the growth of production, sale and profit. It leads to the development of
enterprise. The essence of the business of entrepreneur is to create the innovations which are
contributing to the economic development. Borts and Stain (1964) as well with Richardson (1973)
took notice that technological innovations are an exogenous factor in the economic development of
the regions. An important scientific concept about the studies of the connection between
innovativeness and regional growth is the model of economic development proposed by Porter
(1960). In consist of 3 phases: growth drawn by basic production factors (factor-driven),
development based on investments (investment-driven) and development based on innovations
(innovation -driven). Author did highlight however that the ability for the assimilation is the basic
factor of diversity of competitiveness of regions and the source of differences in their economic
development. Modern theoretical conceptions (ex. Lundvall, Johnson 1994, Freeman 2006, Soete

t malgorzata.juchniewicz@uwm.edu.pl
2z economic development includes, besides quantitive changes in basic macroeconomic values, the quality
changes, which may be defined as a civilization progress; it was assumed that it means achieving a sustained
growth rate of per capita income to enable the nation to expand its production at a rate faster than the rate of
population growth (Todaro, Smith, 2012).
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2008, Freeman and Soete, 2009) emphasize even more the necessity of including the innovations in
shaping of the diversity in regional development.

Theoretical connections between innovativeness and economic growth are confirmed by empirical
studies:. Results of considerations of factors of economic growth of EU countries (Sprawozdanie...,
2018) point out that among previous decades it was a result (mainly, about two thirds) from the
innovative activity. Europe which is inhabited with only 7 % of world population generates about
20 % of world investments in research and development, publishes one third of world high class
scientific publications and has a dominant position in such industries as: pharmacy, chemicals,
mechanical engineering and fashion. The report shows also that expenditures on public investments
for innovative activity in EU are below target level of 3 % of GDP and are unevenly distributed
between EU regions with its highest concentration in Western Europe. It is also accentuating the
necessity of support the less developed countries of EU in their efforts to usage all of the national
potential in a range of scientific studies and innovations on a regional basis. Regional aspect of
innovative activity is also highlighted in many modern elaborations about such issues (Asheim et.al,
2006, Koschatzky, 2006). Klepka (2005) sees that the growing meaning of regional approach in
creation of innovations results from the spatial dependencies and their surroundings. Adds also that
it is caused by nearness from the one side and from the other, the bigger trust among partners
coming from the same region, professing the same values and shaped by the same cultural factors.

In the policy of endogenic growth of regions, the particular role is played by the enterprises
localized on their territory. Adamik (2013) points out that by the local dimension of their activity,
they influence its growth. Olejniczak (2015) notices that the stable and long-term improvement of
competitiveness of business entities relates to their innovative activity. It has a special meaning in
case of peripheral regions, poorly developed. It was the premise to conduct a research, that the main
aim was evaluation the innovative activity of enterprises working in braniewski county which is one
of the less developed regions in Poland. Empirical studies were conducted using diagnostic survey
with the use of questionnaire. It was addressed to the representative group of 220 subjects. After
verifying of completeness of gathered data, the analysis was made based on 199 questionnaires.
Structure of studied group was convergent with the real structure of enterprises, localized in the
analysed region. In this study, the Focus was put on the most important issues connected with the
innovative activity of the enterprises, mainly: information about the present innovative actions, plans
of conduction of innovations, influence of innovations of functionality of enterprises and the most
important barriers in the process of conducting the innovative actions. Attention was also paid on
the possibilities of usage of aid funds from EU funds in creation of innovations. In this article created
a thesis that the limited range of innovative activities of enterprises located in peripheral regions has

a negative impact on their long-term development.

Research results and discussion
Manifestation of undertaken by industry enterprises innovative actions is innovative activity,

which basic indicator is the percentage of innovative subjects in total number of enterprises. In
conducted research 35 % of respondents declared that they realise the innovative actions in their

enterprises. Most of them did not implement innovations. Poplawski and Polak (2011) highlight that

t some of the authors claim that it is not so clear; Denison (1962) points to the fact that significant
expenditures on research and development causes only the mild, nothing significant benefits; Huebner (2005)
shows that development by innovations, especially with breakthrough has stopped, and even ended; analyses
presented in “The Economist” (2013) levers these hypotheses.
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the lack of innovativeness significantly limits the competitiveness of enterprises and thus the
possibilities of development of regions in which they are localized. It is also confirmed by previous
studies of microenterprises localized in warminsko-mazurskie voivodeship (Decyk, 2015). Gathered
by the author results show that with the growth of level of innovativeness of enterprises, their
competitive position is getting better. Similar conclusions come from the studies of Sipa (2011). Lack
of activity in terms of innovativeness in enterprises of braniewski county may in future limit their
competitive position. This also results from the report of Ministry of Enterprise and Technology in
which it was stated that ,polish enterprises are subjects which are less and less innovative, involving
actively in research-development works and more and more willing to establish cooperation”
(Przedsiebiorczosc..., 2018). These analyses point out also the growing tendency for taking the risk
by enterprises which is a complementary element of innovative activity. Goksoy and others (2013)
indicate that running an innovative business is connected with two most important aims of
betterment of enterprises competitiveness - improvement of product quality and technological
quality. Consequently, innovations are factor which enable the correction of their productivity and
ability of adaptation to the changing market conditions. It should be connected with the high
indicators of entrepreneurship rate and establishment of new enterprises. Entrepreneurship indicator
in the braniewski county determined by number of subjects inscribed in REGON registry in conversion
on 10 thousand of people in general and 10 thousand people in productive age was slightly smaller
than in warminsko-mazurskie voivodeship but significantly smaller than in comparison with the
regions which are most developed in Poland:. It relates to the economic structure of analysed region,
resulting from the scale of conducting the economic activity and the branch structure of analysed
subjects. They were entities classified mostly to the sector of micro-, small and medium enterprises,
low technology and acting on the local scale. In such context, the intensity of structural changes
leading to the creation of economy of knowledge should depend from the initial level of development
of region economy. It means that there should be two types of recommendations, one for the regional
policy in developed regions and the second for the others. Hospers (2005) adds that when supporting
traditional sectors does not seem a viable solution maybe a recombination of the , 0ld” with the ,new”
could create a more appropriate direction of policies.

Type of introduced innovations reflects the strategy of competition accepted by the enterprise.
Innovations which are realized in braniewo county are mostly technological (66,7 % of indications)
and/or product (59,4 %). It is visible the limitation of organizational innovations which should be
particularly significant in smaller enterprises. Usually in smaller economical subjects there is a bigger
dynamism of action, better motivation to work, flexibility and high market orientation (market niche
strategy). Companies such as this are established by inventors, being characterized by simple
organizational structures with non-formal bonds and fast communication. Results of studies are
convergent with the one from the scale of the whole country. According to the latest studies about
innovativeness economic subjects in Poland (Dzialalnosc innowacyjna..., 2018) it follows that the
biggest meaning had the process and product innovations.

Disturbing is the fact that nearly 58 % of entrepreneurs from braniewo county do not plan the
innovative actions in the future. As a source of such doing, the entrepreneurs were saying that there
is No need to conduct any new innovative solutions. According to the data presented in the report of
National Polish Bank (Potencjal innowacyjny..., 2016) it is the main premise not to conduct future

1 https://bdl.stat.gov.pl
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innovative actions by the economic subjects, not only from braniewo country but in the whole
country. In the context of very low level of innovativeness in Poland and its various regions it is a
very unfavourable phenomenon. It is worth to mention however the high level of awareness of
entrepreneurs about the benefits coming from innovations (Figure 1). Representatives of the
companies from the braniewo country in the first place highlight that innovations influence the level
of competitiveness of their companies. Innovations have also a favourable (motivational) influence
on the growth of satisfaction from work with innovative products and technologies and within the
innovative system of production (services). Similar level of evaluation was also obtained by the
consequences of such innovative actions as: growth of product quality, reduction of time of used
processes (supply, production, distribution), increase of the proposed assortment of products or
services, enhancement of production abilities, increase of the level of flexibility of operation. With
the innovations, entrepreneurs also associate main economic categories such as: opportunity for
lowering the unit costs of production, increasing profitability of conducted activity, increase in
turnover. Entrepreneurs also pay attention to the elements which are in less grade direct economic
goals of their companies, being also the relevant effects of innovative actions ex.: reduction of
harmfulness to the environment, improvement of health and safety at work. According to the
respondents the lowest influence of innovations has on the increase in timely deliveries to the market,

reduction of the cost of supply, production and distribution, and increase of personnel qualifications.

increase in competitiveness I 3,9
increased job satisfaction ] 3,8
increase in the quality of products | 3,8
shortening the duration of used processes (procurement, | 38
production, distribution) !
increasing the range of products or services ] 3,8
increasing production abilities ] 3,8
increasing the flexibility of operation ] 3,8
reduction of unit production costs ] 3,7
increasing profitability ] 3,6
increase in turnover ] 3,6
reducing the environmental impact ] 3,6
improvement of health and safety at work ] 3,5
reduction of the cost of supply, production and | 34
distribution '
increase in staff qualifications ] 3,4
increase in timely deliveries to the market ] 3,3
0 1 2 punkty 3 4 5

Source: author’s elaboration

Fig. 1. Influence of innovations on the elements of enterprise functioning
(1 - low, 5 - vary big) (average of points)

The most important obstacles in conducting the innovation activity which were pointed out by
entrepreneurs from braniewo county are among many the wrong policy of marshal’s office and
government in the field of innovation (Figure 2). The owners of the enterprises did evaluate
negatively the too high costs of conducting the innovative actions. It was pointed out also on the fact
of lack of qualified personnel and the lack of enough financial resources. In the range from 3,2 to 3,0
point were evaluated also: difficulties in finding the partners for cooperation in range of innovative

activity, lack of access to the information about new technologies, difficulties in gaining the external
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sources of funding, lack of access to the information about availability of funding sources. Less
critically, was approached to the high level of risk (financial, technological, organizational) taking
innovative actions. In the group of the least important obstacles in running an innovative business,
the respondents gave answers: specification of market which do not require incurring expenditures,
strong competition, lack of technical infrastructure for introduction the innovative solutions, lack of

sufficient recognition of real market needs in terms of needed innovations.

improper policy of the marshal's office in the field of ‘
innovation

improper government policy in the field of innovation ] 3,3

too high costs of running these activities ] 3,2

lack of qualified personnel ] 3,2

lack of own financial resources ] 3,1

difficulties in finding partners for cooperation in the field ‘
of innovative activities

lack of access to information on the availability of ‘
funding sources

difficulties in obtaining external sources of financing ] 3,0

lack of access to the information about new technologies ] 3,0

too high risk (financial/technological/organizational) ‘
conducting innovative actions

lack of sufficient knowledge of the real market needs in
terms of needed innovations

lack of technical infrastructure for introducing innovative ‘
solutions

strong competition ] 2,7

the specificity of the market that does not require such ‘
expenditure

punkty
Source: author’s elaboration

Fig. 2. The most important barriers in running innovative activity
(1 - low meaning, 5 - vary big meaning) (average of points)

The source of funding of innovative activity within the analysed enterprises was among others
own sources (80 % of indications). In such context the relevant is evaluation of possibility of usage
by companies the aid funds from many types of EU funds. The biggest group of entrepreneurs (27 %)
was applying for help under Regional Operational Program Warmia and Mazury. This program
concentrates on the warmian-masurian economy and education of staff, enhancement the situation
on the labour market, increasing the availability to the public services, overcoming the region’s
energy exclusion, improving the quality of the natural environment, filling gaps in the transport
system, revitalizing cities and reducing poverty in the region. Some over 16 % of respondents
pointed out with an interest to the support programs realized by labour office. Such programs have
mostly activation and supportive character of employment by the one who are looking for work in
various regions. Programs which aim is to develop activity of the companies, did support mainly the
investment needs, consisting of: buying the new equipment, infrastructure development and so on.
These expenditures do not have to be connected with big innovations but should be a part of
developing the production or range of the services and influence in positive way on the
competitiveness of the company within the market. They occurred mainly in the form of loans.
Interest in such programs of support was declared by some over 15 % of studied entrepreneurs from

braniewo county. Another important program of EU, which was also in an interest of braniewo county
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companies was the program called Knowledge Education Development Program (some over 12 % of
indications). This program aim is to support above all the activation of young people, higher
education, society innovations, mobility and transnational cooperation, as well with the reforms in
areas of employment, social inclusion, education, health and good governance. Efficient and effective
usage of external funds should be priority for both growing enterprises which want to develop and
the local government to take care of general conditions for the socio-economic development of the
region. According to the opinion presented by entrepreneurs, the big meaning has efficiently working
institutional system, which in significant part is responsible for usage of the EU funds. Most often
accented barriers connected with gaining the EU funds by entrepreneurs from braniewo county were
excessive bureaucracy and formalization of proposals and limited access to the information about
the programs. Efforts for EU assistance was also impeded by the lack of information about the
possibility of usage and the range of support programs as well, the cost of developing the application.
Presented data confirms the thesis by Todtling’a and Trippl (2005), who state that in peripheral
regions there is a low level of absorption of public funds for innovations. Oughton and others (2002)
define it as ,regional paradox of innovations”. It refers to apparent contradiction between higher
need of expenditures on conducting the innovative processes in less developed regions and their
relatively small ability to use the public funds for investment in innovations compared to the more

advanced regions.

Conclusions, proposals, recommendations
1) Conducted analyses point out the fact of small range of innovative activities done by the

economic subjects which are localized in studied region. In such context we may assume their
limited influence for its long-term development.

2) Analysed enterprises are more interested in gaining the material technology (process
innovations) than in generating or gaining fresh knowledge. It can be understood as in context,
when trying to overcome technological gap which can divide regional and national companies
from the enterprises that are from high developed countries. Such actions are rational as the
economic growth of peripheral regions is determined by the scale of adaptation and
implementation of new technologies used in leading regions and countries.

3) Disturbing fact is the one, that people are not interested in foreign capital in funding the
innovative activity, besides the fact that lack of it is pointed out as one of the main barriers of
implementing the innovations. It is caused by the lack of tradition of investing in innovative
activity of economic subjects localized in peripheral regions and their small interest in gaining
the funds from EU.

4) Unfavourable phenomenon is the lack of participation of studied enterprises in regional systems
of innovations resulting from the limited trust to the public government, both at national and
regional level. Inappropriate policy of the Marshal’s Office and the government in the field of
innovative activity are pointed out as two, main barriers which are limiting the conduction of
innovations in business entities.

5) Regardless of subjectivity of pointed by the respondent’s sources of limitation of innovation
implementation, it must be highlighted that the innovative policy at the national and regional
level (especially in peripheral regions) is the main impulse for the changes in this area. It means

that in case of proper support from the point of institutional surroundings, it is possible to
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develop the innovative actions of business entities and as a consequence their bigger influence

on regional growth.

6) Regarding to the activities taken by the enterprises it should be mentioned among other, the

necessity of proper preparation of innovation strategies of individual organizational units
(innovations in practice often have limited range and more even more often they result from the
current economic situation rather than from strategic analyses). Enterprises should not consider
only the changes against the background of competitors, but as well with the elements which
favour more dynamic innovative activity that can be the bigger mutual integration of business

entities with other enterprises or other subjects from their surroundings.

7) In case of regional innovative policy, it should be strived to the bigger usage of institutional

relations for implementation of the innovative strategies. In this context it is worth to take notice
for the disturbingly weak focus on the use of technical and economic consulting by the owners
of studied enterprises and the cooperation with institutions of local government units. Using the
perceived awareness of respondents, that the building of competitive advantage on the market
should be based on quality actions connected with implementation of innovations, the support
is needed from the institutional environment. It may in long-term perspective strengthen the

perspectives of development of various regions.

8) Summarizing the conducted considerations, it is needed to highlight that both the level of

development of peripheral regions and the level of innovativeness of enterprises which are
located within them is determined by economic structures. It results from many factors, which
are: natural, social or historical conditions. In most of them there are sectors and branches of
so-called low technology which are naturally less innovative. It does not mean however that
they should be not implementing the innovations, but when it comes to the comparison analyses

(which always have relative character) we should examine the results with some caution.
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RATINGS OF CONSUMER SATISFACTION: THE CASE OF BBS-DIZAIN LTD

Inara Jurgena?, Dr.oec.; Aina Muska?, Dr.oec. and Elina Jurjane®, Mg.oec.
12Faculty of Economics and Social Development, Latvia University of life Sciences and Technologies,
3SIA ,BBS Dizain”

Abstract. Entrepreneurship is based on meeting customer needs, which allows achieving the goals of the
enterprise. In this process, the enterprise and the customer have their own goals they want to achieve: one of
the goals of the enterprise is to attract and retain customers, whereas the customer wishes to purchase a product
at the necessary place, time and quality and receive customer service of a wished quality.

The authors conducted a survey of internal and external customers of BBS-Dizain Ltd with the aim of identifying
their satisfaction level according to quality criteria for the assortment of the enterprise’s services and the
imperfections to be eliminated.

The research determined the most important components of restaurant customer service for the customers of
BBS-Dizain Ltd and the customer satisfaction level and made proposals for enhancing some of the components.

Key words: customer, satisfaction, quality.

JEL code: M210.

Introduction
Entrepreneurship is based on meeting customer needs, which allows achieving the goals of the

enterprise. In this process, various relationships emerge between the enterprise and the customer,
yet both sides have specific goals they pursue: the enterprise wants to attract and retain customers
and increase its turnover, market share and profit, while the customer wishes to purchase a product
at the necessary place, time and quality and receive customer service of a wished quality. The
relationships are based on mutual gains. According to research investigations, attracting a new
customer costs 5-10-fold more than selling the product to the current customer; besides, the current
customer spends 67 % more money than a new one does. Accordingly, meeting consumer needs is
a priority for the enterprise (Linina, 2018).

The management of BBS-Dizain Ltd wished to identify the satisfaction level of their customers for
the purpose of increasing the competitiveness of the enterprise. Nowadays, to ensure the
development and competitiveness of an organisation, it is important to find new ways of work
organisation and arrangement, enhance business processes and introduce innovations, which
contribute to the productivity, quality and efficiency of labour.

The following hypothesis is put forward: customer ratings of their satisfaction give an enterprise
an opportunity to enhance its business.

The research aim is to identify opportunities for enhancing the quality of restaurant services for
BBS-Dizain Ltd based on customer satisfaction ratings.

To achieve the aim, the following specific research tasks are set: (1) to identify the satisfaction
of customers with restaurant services provided by BBS-Dizain Ltd, (2) to perform an in-depth
analysis of the lowest-rated component of the customer satisfaction tree identified while performing
the first research task.

The research employed general, sociological and statistical analysis methods as well as marketing
methods. The research used BBS-Dizain Ltd unpublished data for the period 1 January-31 August
2018 as well as primary data acquired by the authors while working on the present research.

1 Inara.Jurgena@llu.lv
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Research results and discussion
To identify the opinions of customers on the quality of services provided by the restaurant and

the customer satisfaction index, the research, first of all, identified 15 components of the customer
satisfaction tree (or the performance of the restaurant) for the analysed enterprise — BBS-Dizain Ltd.

Babris S. et al. (2016) point out that business efficiency requires active involvement of the
management, employees and stakeholders in planning and introducing business enhancement
activities and in performance tracking; therefore, the employees, industry experts and customers

were involved in identifying the components.

Table 1
Customer ratings of their satisfaction with the quality of services provided
by BBS-Dizain Ltd
Consumer Importance ratings Ratings of quality, points Average Customer
satisfaction tree rating of | satisfaction
components average | weight, % 5 a4 3 2 1 quality index
Interior design 3.02 4.7 62 38 0 0 0 4.62 100
Room arrangement 3.44 5.4 96 4 0 0 0 4.96 100
Room tidiness 4.82 7.6 89 11 0 0 0 4.89 100
Arrangement of
tables 4.01 6.3 8 84 8 0 0 4.00 92
Table decoration 4.73 7.4 1 12 66 21 0 2.93 13
Personnel 4.48 7.0 55 | 43| 2 | 0 0 4.53 98
professionalism
Personnel attitude 4.89 7.7 88 10 2 0 0 4.86 98
Available
assortment of 4.71 7.4 81 18 1 0 0 4.80 99
dishes
Quality of dishes 5.00 7.8 64 27 0 0 4.55 91
Size of a portion 4.11 6.4 82 15 3 0 0 4.79 97
Order completion 4.90 7.7 11 | 31 | 54| 4 | 0 3.49 42
time
Quality of drinks 4.12 6.5 88 9 3 0 0 4.85 97
Customer service
methods 4.23 6.6 58 41 1 0 0 4.57 99
Payment system 2.87 4.5 93 7 0 0 0 4.93 100
Quality of customer |, ¢ 7.0 42|52 6 | 0| o 4.36 94
service
Total 63.79 100 918 | 402 | 155 | 25 0 - -
Quality rating ) ) ) _
weight, % 61 27 10 2 0
Accrued weight, % - - 61 88 98 100 | 100 - -
Average rating - - - - - - - 4.48 88

Source: authors’ calculations based on Kane M.M. et al., 2009

One hundred randomly chosen customers of the enterprise were requested to rate the
IMPORTANCE of customer satisfaction tree components on a five-point scale (5 - very important, 4
- important, 3 - moderately important, 2 - slightly important and 1 - unimportant) as well as the
performance or QUALITY of the components on a five-point scale (5 - very good, 4 - good, 3 -
acceptable, 2 — poor and 1 - very poor). The survey was conducted in the period 2-31 July 2018.
The results are presented in Table 1.

As shown in Table 1, the most important components of performance of the restaurant were as

follows: quality of dishes (5.00 points), order completion time (4.90), personnel attitude (4.89),
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room tidiness (4.82) etc. Moderately important components were as follows: the payment system
(2.87), interior design (3.02) and room arrangement (3.44). An analysis of the customers’ ratings
of the quality of customer satisfaction tree components revealed that table decoration (2.93) and
order completion time (3.49) were rated the lowest by the customers. The other components were
rated at 4 or higher. The average rating of the quality of restaurant services was high - 4.48 points.

The customer satisfaction index that was calculated based on all the customers who rated quality
at 5 and 4 points (according to a methodology suggested by Kane M. M., Ivanov B. V.,
Koreskov V. N., Shirtladze A. G.) showed that overall, the customers were satisfied with the quality
of the restaurant’s services (customer satisfaction index=88) as well as with some performance
components, particularly room interior design (index=100), room arrangement (100), room tidiness
(100), the payment system (100) etc. The survey revealed that table decoration was rated very low
(index=13 out of 100).

The survey questioned the restaurant’s employees to establish their opinions about the customers’
ratings of the quality of customer satisfaction tree components. The employees rated table decoration
the lowest as well. The data acquired from both respondent groups were compared by employing
contingency analysis to verify whether the ratings depended on respondent group. The hypotheses
to be verified were as follows:

Hy: No causal association between the ratings by the customers and the employees;

H;: there is a causal association between the ratings by the customers and the employees.

Since y? = 12.23 > XZO_OS;B , Hy has to be rejected and H; has to be accepted. This means that at a

confidence level of 95 %, one can assume that there is an association between the ratings by the
customers and the employees.

This implies that the respondents of both groups were unanimous regarding enhancement of table
decoration.

To identify the baseline situation, the authors analysed the demand for tables by customers at

the restaurant (Figure 1).

Source: authors’ calculations based on BBS-Dizain Ltd data

Fig. 1. Number of customers served at tables at the restaurant of BBS-Dizain Ltd from
1 January to 31 August 2018

The data indicate that the most demanded tables were No. 5, 19 and 3. After analysing the
locations of the tables, the surrounding environment and interior items and other aspects, the
authors concluded that customers had an opportunity to ,seclude themselves” at tables No. 5 and 9,
as both tables were located in the corners of the room as well as the restaurant’s window overlooked
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the well-arranged outside, while table No. 3 was placed at a fireplace, which was preferred by
customers being romantics.
The authors made a Top 10 for tables both in terms of generalised revenue and in terms of number

of customers served.

Table 2
TOP 10 of restaurant tables in terms of generalised revenue and number
of customers served by BBS-Dizain Ltd from 1 January to 31 August 2018
Ranking T:I;Ie Revenue f:Ln'; the table, T;I;Ie Number g: :::t:angle;s served
1. 5 29394 5 1293
2. 3 21760 19 1040
3. 28 20707 3 1016
4. 19 20171 28 998
5. 20 20145 20 974
6. 23 19190 9 931
7. 30 18349 23 925
8. 12 18172 30 875
9. 24 17238 24;12 842
10. 25 15674 25 769

Source: authors’ calculations based on BBS-Dizain Ltd data

In the Top 10, tables No. 5, 3, 28, 19 and 20 were the best performers both in terms of number
of customers served and in terms of generalised revenue. The authors’ calculations showed that five
best- performing tables from the Top 10 accounted for more than half of total revenue from business
and more than half of total customers served in the analysis period. This means that the potential of
the other tables was not used sufficiently.

The authors carried out an experiment — two tables not included in the Top 10 were decorated to
identify whether customers would choose them. Before the experiment, in the authors’ opinion, the
tables were not decorated in an attractive manner and did not create a feeling of being in a fancy
restaurant, whereas during the experiment the tables were decorated to create a festive atmosphere.
The authors used a chiffon tablecloth, as it was available and easy-to-clean, and it was easy to
experiment in terms of decoration. The authors placed autumn tree leaves between tablecloth layers;
apples for the decoration purpose were taken from an apple tree growing in the backyard of the
restaurant. Only flowers and candles made some costs for the experiment.

Table 3

Number of customers wishing to reserve a decorated table during the
experiment at the BBS-Dizain Ltd restaurant

Date Number of decorated tables Nun:::;r?lfecauztazrfartsegitsa':)ilne g to
16.10.2018. 2 0
17.10.2018. 2 1
18.10.2018. 2 7
19.10.2018. 2 13
20.10.2018. 2 18
21.10.2018. 2 29
22.10.2018. 2 11

Source: authors’ experiment
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During the experiment, most of the customers chose particularly the decorated tables after getting
to know No extra charge had to be paid for these tables. In some cases, customers asked whether
they could reserve particularly the decorated tables before making their reservations.

The data acquired during the experiment indicated that the customers preferred the decorated
tables. This allows concluding that such a table enhancement is necessary for all the tables. The
authors suggest applying a differentiation strategy to table decoration, i.e. currently the most
demanded tables should be decorated in a classical manner, while the least demanded ones - in a
fancy manner in order to arouse a wish in customers to choose them.

Such a table enhancement might increase the number of customers served and revenue for the

enterprise.
40000
o y = 19,444x + 203,94 . ¢
L 30000 R>=10,9656
(5] ”
g 20000 9
© o°?
(S 0°®
[ ]
£ 10000 - ‘: °
S o
[
o 0
& 0 200 400 600 800 1000 1200 1400 1600 1800 2000
-10000 Real values for revenue from a table, EUR, and the number of customers served at the table

Number of customers served at the table
Lower 95% confidence limit

® Upper 95% confidence limit

Linear (Real values for revenue from a table, EUR, and the number of customers served at the

tahle)
Multiple R 0.98
R Square 0.9656
Adjusted R Square 0.96
Standard Error 1609.22
Observations 33

Source: authors’ calculations based on BBS-Dizain Ltd data

Fig. 2. Scatterplot for an association between BBS-Dizain Ltd revenue from a table (EUR)
and the number of customers served at the table (01.01.-31.08.2018), the regression line,
the equation and the range of values

To identify a causal association for the dependent variable (revenue generated from a table) if
the independent variable (number of customers served at the table) changes by one unit, the authors
did a single-factor regression analysis. The results are presented in Figure 2.

The correlation coefficient showed that if the number of customers served at the table changes
by one standard deviation of the mean, one can expect that revenue might increase by 0.983
standard deviations. The determination coefficient equalled 0.9656, which indicated that the factor
of the equation explained 96.56 % of the dispersion of the dependent variable.

Based on the equation acquired:

y =19.444x+203.94 (1) (1)
Where:

y - total revenue from a table (EUR);

X - number of customers served at the table,
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the authors conclude that an increase in the number of customers served at a table by one,
revenue from the table rose by EUR 19.44.

The confidence interval at a 95 % confidence level for the regression line slope coefficient for the
sample was in the range of 18.10< £ <20.79. This means that at a 95 % confidence level or 0.05

significance level, one can expect the regression coefficient is not smaller than 18.10 and not larger
than 20.79. It follows that an increase in the number of customers served at a table by one person
results in an increase in revenue by not less than EUR 18.10 and not more than EUR 20.79. A test
of the statistical significance of the regression coefficient showed that at a 95 % confidence level,
the dependent variable (revenue) depended on the independent variable (number of customers
served at a table). The test of the regression equation hypotheses revealed that one can assume at

a 95 % confidence level that the linear equation explained variable changes statistically significantly.

Conclusions, proposals, recommendations
1) For the customers of BBS-Dizain Ltd, the most important restaurant performance components

were as follows: quality of dishes, order completion time, personnel attitude and room tidiness,
while moderately important components were as follows: the payment system (2.87), interior
design (3.02) and room arrangement (3.44). Table decoration (2.93) and order completion time
(3.49) were rated the lowest by the BBS-Dizain Ltd customers. The average rating of the quality
of restaurant services was high - 4.48 points.

2) The BBS-Dizain Ltd customers were satisfied with the overall quality of restaurant services
(customer satisfaction index=88) as well as some performance components, particularly room
interior design, room arrangement, room tidiness and the payment system.

3) Both the customers and the employees of BBS-Dizain Ltd were unanimous regarding
enhancement of table decoration. The customer satisfaction index for table decoration was very
low (index=13).

4) The authors recommend the management of BBS-Dizain Ltd to apply a differentiation strategy
to table decoration: currently the most demanded tables should be decorated in a classical
manner, while the least demanded ones - in a fancy manner in order to arouse a wish in
customers to choose them.

5) The authors recommend the management of BBS-Dizain Ltd to perform two assessments of the
quality of services provided and consumer satisfaction by using the consumer satisfaction tree
components identified by the present research in order to contribute to continuous enhancement

of performance and competitiveness of the enterprise.
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INTERNAL COMMUNICATION AND ITS IMPACT ON MANAGEMENT
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Abstract. The article presents the importance of communication processes in territorial government units to
increase the quality of management with both knowledge and information. The theoretical part presents the
essence of internal communication and the principles of new public management. In the empirical part, an
analysis of the results of surveys conducted among officials working in the District Office in Busko-Zdroj,
Swietokrzyskie Voivodship (south-eastern Poland) was carried out. The article uses a descriptive method, the
data are presented in a tabular format. According to the analyses carried out, the biggest problem indicated by
respondents was the lack of operational efficiency of information as well as poor use of modern instruments such
as intranet, business mobile phones or videoconferencing. The conducted research indicated the need to create
integrated networks in order to improve flow of information processes as well as to introduce a new form of
learning (exchange of knowledge and information) in teams.

Key words: internal communication, territorial government, new public management.

JEL code: M1, H8.

Introduction
Communication in every organization is indicated as a key factor for organization development

(Kantane I., Sloka B., Vilcina A., Ozolina I., 2012). Communication processes are one of the
determinants of the quality of the organization's management, they determine the effectiveness and
efficiency of management to a large extent (Kielbasa B., Kalinowski S., 2018). Communication in
each organization affects directly the implementation of basic management functions, i.e. planning,
organizing, motivating and controlling.

The influence of communication processes on the management of territorial government units is
similar, despite the fact that they implement other goals, including non-financial, public, social ones
(Prus P., Drzazdzynska K., 2017). Rules for the functioning of territorial government units are
determined by the European Charter of Local Self-government. It states that ,/ocal self-government
is the right and ability of the local community to manage and control a fundamental part of public
affairs on their own responsibility and in the interests of their residents” (European Charter of Local
Self-Government, 2013). Thus, the territorial self-government is a public entity which covers all
inhabitants of a given area (Act of 5 June 1998 on district self-government, Journal of Laws of 2018,
item 995).

The aim of the study is to analyse the importance of internal communication processes for the
quality of knowledge and information management on the example of a local government unit as
well as identification of barriers for internal communication processes and the possibility of their
elimination. The research is qualitative and refers to the case study of a selected unit. The subject
matter is the office and headquarters of the Starost: and administrative authorities of the district.
The study covered officials working in the Starost District Office in Busko-Zdroj, Swietokrzyskie
Voivodship (south-eastern part of Poland). A survey method with a questionnaire of standardized
questions was used to obtain primary data. The questionnaire contained 10 questions (including

cafeteria and open questions). The article discusses the problem of the quality of internal

1 Corresponding author. E-mail address: bkielbasa@ar.krakow.pl

2 E-mail address: agnieszka_werenowska@sggw.pl

3 E-mail address: karo16.955@02.pl

4 Starost District Office is an auxiliary unit appointed for the purpose of executing orders of the district management, president of the management
and resolutions of the district council. Encyclopedia of management, Retrived: https://mfiles.pl/pl/index.php/Starostwo_powiatowe, Access:
10.01.2019
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communication which significantly affects the effectiveness of communication with the external

environment.

The essence and importance of internal communication in public units
Internal communication in organizational units is one of the most important element of human

resources management. Both public and non-public units must equally care for the quality of
communication. In public units these processes run in a similar way as in other organizations but
their nature and purpose are slightly different. In the paper of Z. Kruzmetra, B. Bite and
G. Kronberga (2018), they emphasize ,the responsibility of local governments to build
communication with people, to develop safe and sustainable communities, to provide services, build
trust and reduce social distances”. It should be remembered that communication with the
environment in self-government units is public. It is formal, takes place in a specific communication
space and is aimed at transferring and exchanging information of public use and maintaining social
ties (Smalec A., 2015; Marcysiak T., Prus P., 2017). This type of communication is limited to the
public and formal sphere, i.e. to a territory regulated by law. Thus, the communication context, that
is the conditions of the local public space in which communication processes occur, should be taken

into account in communication processes with the environment (Figure 1).

Local community Institutional environment

Media ~ Direct
clients/petitioners

Internal communication

Employees
Managers

Communication networks
Methads and communication
tools

Ways of sharing knowledge

U ] ]

Communication context: local public space

Source: authors’ construction

Fig. 1. Main elements of a communication process on the example
of a territorial government unit

External communication is the relationship of the organization with the environment, in this case
with the inhabitants of the commune, representatives of the authorities of other units, local media,
etc. (Figure 1). The most important thing in every local government unit is communication with
citizens. Characterizing the processes of communication with the environment (external
communication) it should be noted that it is primarily informative. The flow of information to the
public communication system is usually planned, routine and complies with the procedures
established by law. Public communication deals primarily with the management of public data and

the regulation of relations between public services and its users (Poznanska A., 2012). It also
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includes providing the media with information, organizing press conferences, giving interviews,
providing promotional and informational materials, international cooperation, conducting electronic
correspondence, writing reports and materials. Generally, these are all activities that aim to
represent the organization outside and provide the environment with information (Figure 1).

Internal communication is of particular interest in this article. It affects the quality of relationships
with the environment and can improve it. In the absence of effective communication within the
organization external communication will also be difficult. Internal communication refers to the
relationship between employees of the unit, managers and management. It takes place in various
networks and working teams (command or task) (Ober]., 2007). It is important to create
appropriate teams and communication networks that influence the activity and motivation of
employees and also allow them to identify themselves with the organization. This contributes, to a
large extent, to achieving the assumed goals, creating an organizational culture, and also promotes
organizational learning (Killigsworth C., 2009).

Internal communication is operational, hence the ,operativeness” of communication (information,
knowledge, messages) in the process of performing current tasks is important (Mistre Z.,
Zvaigzne A., 2012). In achieving operational goals it is necessary to achieve effective (Drucker P.,
2006):

— informative communication (involving the transfer of data, information and knowledge), and

— persuasive communication (allows to motivate and encourage employees to carry out assigned
tasks).

Communication barriers inside the organization make it difficult to design effective strategic
messages that are extremely important in managing local development (Nielsen J. A., Salomonsen
Houlberg H., 2012). Therefore, it is possible to put forward the thesis that the more effective internal

communication is, the more effective the processes of communication with the environment will be.

New Public Management (NPM) as an indicator of internal communication in
public units

Internal communication area in organizations faces ever newer challenges. Developing digitization
processes are the basis for changes taking place in a very important process of internal
communication, which must keep up with modern trends and the needs of its recipients. The analysis
of the results of research conducted in 2016 by GFMP Management Consultants , The future of internal
communication” (Internal Communication, GFMP Report, 2016) showed that as many as 62 % of the
surveyed communication staff say that it is much easier to get with information to employees today.
In contrast, they saw the communication barrier on the side of management and the attitudes of
employees themselves.

The idea of new public management is to replace the bureaucratic model of administrative
management with a managerial model. It comes down to applying in the public sector principles and
management models used in the private sector. According to J. Supernat (2004), this model points
out: introducing market mechanisms, focusing on the client, creating appropriate conditions
encouraging employees to take initiatives, drawing attention to innovation and enterprise. Internal
communication is one of the important elements.

In the aforementioned report, where 11 sectors were surveyed, including administration, offices
and NGO - 61 % of these organizations had a formally developed internal communication strategy

and more than half of them checked communication efficiency, of which 30 % on a regular basis and
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46 % irregularly (Internal Communication, GFMP Report, 2016). This very important issue requires
constant evaluation and raising of standards. Communication at the highest level means not only an
efficient circulation of information, improving the quality of services but also a quick reaction in crisis
situations and creating a positive image of a public entity (Cutlip S. M., Center A. H., Broom G. M.,
2006).

The values of New Public Management are so-called Three ,E"”: Effectiveness, Efficiency and
Economy (Shaping the Communication Process ..., 2014). The implementation of these values by
public units is No longer a fashion but a necessity in the 215t century. Conducting organizational
transformations, creating new procedures or motivation systems is necessary for increasing the
competitiveness of offices and satisfying the needs of stakeholders.

Internal communication is a basic element of creating an organizational culture. It is a kind of
dialogue between all levels of structures in the organization. Efficient internal communication as well
as loyal and well-informed employees are the strength of every unit, becoming more flexible and
willing to react quickly in any situation, especially crisis situations. The saying ,public relations starts
at home ... (means inside)” especially emphasizes the role of internal communication and creating
positive internal relations that have a direct impact on external communication processes
(Maruszak P., 2014). In the case of offices these relations are the essence of creating a positive
image in the group of stakeholders.

As the results of surveys conducted in 2017 by Emplo company supporting communication in
organizations show, there are still many problems in the communication processes with which
employees have to struggle on a daily basis. It turns out that as many as every fourth employee of
medium and large enterprises in Poland has a sense of uninformed about the activities carried out
by their employer and 71 % think that the organization will not succeed in business without partner
and open communication with employees. According to employees, department managers should be
primarily responsible for an efficient flow of information (67 % of responses) (Business Efficiency ...,
2017).

Research results and discussion
In total, 106 employees were employed in the analysed Starost District Office. As a result of the

research carried out in 2018, there were answers from 63 officials from various levels of the
organizational structure (trainees, specialists, department heads). The sample included 44 women
and 19 men aged 20-64. People aged 36-50 (44 %) dominated in the sample. More experienced
people: aged 51-60 were quite a large group (25 %). The sample also included people with lower
professional experience: aged 20-35 (24 %). The analysed institution also employed people in pre-
retirement age (61-64 years) - in the sample they were 4 people. Based on the analysis of the
demographic structure of employed officials it can be noted that the surveyed organization is
characterized by a relatively young staff with extensive professional experience and an advantage of
female employees.

Table 1 presents the aggregated answers of respondents to the use of different communication
networks to carry out assigned tasks or solve problems. Respondents indicated the networks most
frequently used in the organization and then assessed their effectiveness in solving problems or

achieving goals - on a scale of 1 to 5, where 5 meant the best and 1 the lowest grade.
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Table 1
Application and assessment of the effectiveness of popular types
of communication networks in the institution under study, in the opinion

of respondents

Application Effectiveness
N co-ll;:';ttl‘lg?:a:ifon (rating from 5 to 1, where 5 is (rating from 5to 1, where 5 is

o the most used type and 1 is the the most effective type and 1 is
networks - -
least frequently used) ineffective)

1. Chain type network 2.5 4.0
2. Circular network 3.0 3.0
3. Star type network 3.0 3.0
4 Integrated network 1.5 4.0

Source: authors’ research

The most frequently used network was the circular and ,star” type one, due to the fact that
employees operate within departments on a daily basis - working in command teams and cooperating
in strictly defined teams (i.e. a specific department). In such a network each post has the same
position in relation to the others and there is a possibility of direct communication with employees in
a given department. At the head of each department there is a manager - a person occupying a
central position in relation to all the others (a ,star” type network). Thanks to this, there is a
possibility of fast, direct and two-way communication and monitoring of its course. A ,chain” type
network is also used quite often in the surveyed Starost Office (Table 1). It is used to carry out every
day, routine tasks as well as those that are divided into smaller elements. As for assessing the
effectiveness of communication networks to solve problems and achieve the organization goals - the
most-rated was integrated network (peer-to-peer). It allows employees to communicate freely and
there is No person in a dominant position (manager, director). This type of cooperation was not
frequently used in the organization under study (Table 1). Integrated networks are created to
perform difficult and complex tasks that require an interdisciplinary approach (e.g. project
management). A valuable example of such projects can be investments implemented from funds
obtained from EU which require consistent cooperation and exchange of information between
employees of various cells and organizational levels (Satola L., 2014). Apart from the integrated
network, the employees rated the ,chain” type of network very highly due to the implementation of
procedural and routine tasks resulting from the specificity of work in a public unit of this type.

The analysis of the results of the survey clearly indicated the diversification of the assessment of
internal communication processes in the surveyed organization. These processes were positively
rated by 31 respondents and negatively by 32. This may indicate a lack of coherence in the
management of internal communication processes and points the existence of conscious
communication barriers. The respondents indicated the most important barriers that in their opinion
generate problems in the processes of internal communication, also implicating - to a large extent -
the quality of communication with the environment. Figure 2 presents the barriers indicated by 32
employees of the analysed institution who made a negative assessment of internal communication
processes. Respondents could point to several communication barriers occurring in the organization

under study.
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Source: authors’ research
Fig. 2. Barriers to internal communication, in the opinion of the respondents (n=32)

Identified barriers can be divided into organizational and individual ones. Some of them penetrate
each other, affecting each other which is why they are difficult to separate. The biggest problem
indicated by the respondents was the lack of information operability i.e. the lack of information when
it is necessary for the implementation of the assigned tasks. It often arrives too late. This problem
was indicated by 34 of respondents (Figure 2). A significant group of almost 80 % of respondents
pointed to a very serious problem of the lack of information. The reason for this is the cost of acquiring
knowledge and information, often too high for a small public unit. The reason may also be the lack
of awareness of sources of knowledge and information (employees or managers do not know where
to look for information). An important problem according to the respondents was also the inadequate
form of the message, e.g. an illegible, incomprehensible message, incompatible with the software
used etc. According to some respondents, the lack of contact with the immediate supervisor
generates significant communication problems. According to them, the lack of meetings or
conversations with the manager or the management block two-way communication and makes the
information that reaches employees not ,first hand” information. It also involves the lack of feedback
and incentives to share knowledge and information in employee teams. Respondents also stressed
the need to reduce the level of formalization of communication processes (including those in writing)
and to enable and encourage informal contacts - in interpersonal-direct form (direct conversation).
This type of communication contributes to building an organizational culture and is an effective way
to exchange knowledge and information between employees.

Internal communication in the organization uses various tools and instruments. These tools work
in different ways, have their advantages and disadvantages. The variety of instruments allows
employees to adapt better to the situation and provides them with an ability to prepare effective
messages and choose an appropriate communication channel. In the surveyed public unit, almost
33 % of employees participating in the study recognized direct contacts (interpersonal-direct
communication) as the basic way of communication with colleagues. In the second place, telephone
calls were indicated (26 %) as a form of interpersonal communication using the medium (telephone
device). For almost 24 % of respondents, meetings and conferences (group communication) are
important. The Internet has become the main tool for communication and collecting of information
in many organizations (Werenowska A., 2014), the respondents also saw this instrument. They
indicated e-mail as an effective way of transferring and receiving information (17 %).
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When analysing the information obtained from the employees of the public unit under study

regarding the need to implement new internal communication tools, a few were pointed out:

— Internal internet forum (Intranet) - 38.1 % of responses;
— Business mobile telephones - 31.1 %;

- Videoconferencing - 25.4 %;

— Electronic information boards - 5.4 %.

The medium that allows the fastest information transfer is undoubtedly the Internet and this

particular means of communication has clearly inspired changes in the style of media use in recent

years. Information has become the main attribute of information society and it has developed as a

result of the use of new information and communication technologies (ICT) (Jaska E.,

Werenowska A., 2018). It is worth using this potential in improving internal communication of the

analysed unit.

Conclusions

1) A new approach to the management of public entities indicates the de-bureaucracy of the

internal communication system in this type of units and the introduction of a managerial model.
This need was also noted by the employees of the surveyed organization who evaluated the
communication system and pointed to the needs in this area. They highly appreciated the
importance of direct communication in the performance of their duties. Despite the large
acceptance of this form of communication, they drew attention to the need for intensive use of
modern instruments such as intranet, business mobile telephones or videoconferences. Their
combination with traditional instruments and the creation of a two-way communication system

can be the basis for improving the communication system in public units.

2) For the efficiency of communication systems in an organization, the knowledge about barriers

to these processes and ways to eliminate them is necessary. The conducted research allowed to
distinguish organizational barriers as well as those of an individual character. The biggest
problem indicated by the respondents was the lack of information operability i.e. the lack of
information when it is necessary to carry out the assigned tasks. There is an informational gap.
In order to prevent this, new tools should be introduced to obtain information when it is needed
to carry out task or additional resources should be obtained, thanks to which it will be possible

to purchase knowledge and information in a timely manner.

3) In the surveyed unit the need to create integrated networks in order to improve the exchange

of knowledge and information and learning in teams was also indicated. The implementation of
routine tasks does not allow the full use of the employees' capabilities and does not ensure
effective information exchange within the organization. The creation of integrated networks and
the implementation of tasks in the form of a project can change the social perception of local

government units, thanks to the increased effectiveness of internal communication.
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HOW TO IMPROVE THE SITUATION IN A ,DIFFICULT” LABOUR MARKET:
AN EXAMPLE OF THE FORMER STATE-OWNED AGRICULTURAL FARM COMMUNES
IN BRANIEWO DISTRICT OF POLAND

Roman Kisiel!, Professor; Joanna Zielinska-Szczepkowska?, PhD
12University of Warmia and Mazury in Olsztyn, Faculty of Economic Sciences, Department of Economic and
Regional Policy

Abstract Contemporary scientific concepts coincide with the claim that one of the major factors determining the
development of countries and regions is the development of local units. Most definitions of socio-economic
development emphasise the significance of human capital in developing this phenomenon. Braniewo District, with
an rate of unemployment at a level of 22.2 %, is ranked first in Warminsko-Mazurskie Voivodeship, and is among
the highest in Poland. A significant percentage of the unemployed (including the long-term unemployed) live in
rural areas in former state-owned farm localities. Unemployment in rural areas is a separate socio-economic
problem that requires specific remedies and actions, especially with regard to the activation of former state-
owned farm areas. This study analysed selected factors shaping the local labour market in Braniewo District. To
achieve the main aim, the identification of the economic and labour market potential of the population inhabiting
selected communes of Braniewo District was required. This enabled the formulation of initial recommendations
regarding the ways of stimulating the human capital in the ,difficult” labour market. The research methods applied
in the study include a deductive study of relevant literature, reports, statistical analyses and a qualitative study
involving direct interviews with the authorities of the communes of the analysed area as well as a survey
conducted among 224 inhabitants of flats from the resources of former state-owned agricultural farm real estate.
The established diagnosis and conducted analysis of social consequences of the ownership changes introduced in
the agricultural sector by the Agricultural Property Agency in Braniewo District enabled an assessment of the
changes occurring in former state-owned farm localities, and their effects on the inhabitants of the analysed
communes.

Key words labour market, former state-owned farm areas, systemic transformation, unemployment.
JEL code: J01; 188.

Introduction
The systemic transformation in Poland, initiated in 1989, resulted inter alia in the liquidation of

state-owned agricultural farms (Panstwowe Gospodarstwo Rolne, PGR) (The Act, 1991). The aim of
restructuring and distributing the assets of the Treasury (including PGRs) was to improve the
effectiveness of farming and to make better use of the State assets (Wedrowska, Zapotoczna, 2004).
It was assumed that the task was simple and effective. Unfortunately, economic and social
consequences appeared to be very serious, as they resulted inter alia from the inadequate solution
of the human problem. The scale of the problem is evidenced by figures. In Poland, almost 32 % of
privatised, previously state-owned enterprises, were PGRs. Almost 3.8 million ha of land, which
accounted for over 45.3 % of the rural area of the country, were subject to restructuring and
privatisation. The area was inhabited by 38.3 % of the rural population in Poland. The transformation
of the State agricultural sector directly affected approx. 460 thousand of PGR employees whose
number, along with their families, amounted to almost 2 million people. In 1991, former state-owned
agricultural farm families inhabited 6,000 residential communities (Rynki pracy..., 2008).
Consequently, the process of liquidation, restructuring and ownership changes in the PGR resources
contributed to the emergence of the phenomenon of mass structural unemployment excluding a large
proportion of inhabitants of former state-owner agricultural farm communes from the labour market.

The consequence of occupational exclusion was the progressive marginalisation of these
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communities, which also resulted in social exclusion of not only the former PGR employees but also
of subsequent generations of their families (Marks-Bielska, 2005; Gajowiak, 2013;
Michalewska-Pawlak, 2010; Tarkowska, 2000; Hartvigsen, 2014; Kisiel, Marks-Bielska, 2017).

The economic, social and spatial consequences of the transformation of the State agricultural
sector are most noticeable in rural areas in the so-called ,former state-owned farm” voivodeships,
e.g. Warminsko-Mazurskie Voivodeship. There is No doubt that they particularly concern these
districts and communes in which PGRs used to be located. In terms of the number of the unemployed,
Braniewo District is the highest in Warminsko-Mazurskie and one of the highest in Poland. The aim
of this study is to analyse selected factors shaping the labour market. Former state-owned farm
communes of Braniewo District were used as an example. In order to achieve this aim, it was
necessary to identify the economic and labour market potential of the population inhabiting the
analysed area. This enabled the formulation of initial recommendations as regards the ways of
stimulating the human capital, and thus of an answer to the research question being the title of this
paper: how to improve the situation in a ,difficult” labour market in former state-owned agricultural
farm communes of Braniewo District.

The reason for undertaking the study was the need to diagnose and analyse social and economic
consequences of the ownership changes introduced in the agricultural sector by the Agricultural
Property Agency in Braniewo District. The study encompassed all communes located within the
administrative boundaries of the district (i.e. Braniewo, Frombork, Lelkowo, Pieniezno, Ptoskinia, and
Wilczeta) with a particular focus on rural areas. Given the diversity and availability of sources, the
study used data from the years:

e 2004-2017 - as regards the unemployment rate evolution;

e 1974-2018 - as regards the study of relevant literature;

e 2018 (July-November) - as regards surveys, direct interviews, field inspections, and the
discussion panel.

Both quantitative data retrieved from the public statistics system (Statistics Poland’s Local Data
Bank) and data aggregated by the District Employment Office in Braniewo and the offices of the
following communes: Braniewo, Frombork, Lelkowo, Pieniezno, Ptoskinia and Wilczeta were used in
the study. Moreover, information collected from surveys (400 questionnaires were distributed with
the return rate of 56 %), direct interviews, and field inspections was used. In each of the analysed
communes, a discussion panel was organised in which local government representatives, Commune
Office employees, and inhabitants of the analysed units participated. The article forms the first part

of scientific considerations due to the limited volume.

Research results and discussion
Warminsko-Mazurskie Voivodeship is the fourth largest region in Poland with an area of over

24,000 km? and a population of 1,442,242, of which women account for 51.0 % and men for 49.0 %:.
Since the beginning of the systemic transformation in Poland, one of the region’s fundamental
problems to be solved has been structural unemployment resulting from the liquidation of State-
owned Agricultural Farms which, at the end of 1980s, covered almost 50 % of the total area of
agricultural land in the Warmia and Mazury region (Niedzielski E., 2017). Of all the communes
forming Warminsko-Mazurskie Voivodeship, Braniewo District was at the forefront of districts with

over 50 % of agricultural land under the control of PGRs (Wojewodztwo Olsztynskie..., 1974).

! As at 31.12.2017
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Braniewo District, with a rate of unemployment of 22.2 % (as at 31.12.2017), is currently the
highest in the Warminsko-Mazurskie Voivodeship, and is among the highest in Poland in terms of the
number of the unemployed. The rate of unemployed in the corresponding period in Warminsko-

Mazurskie Voivodeship amounted to 11.7 %, and in Poland it was 6.6 % (Table 1).

Table 1
The unemployment rate in Warminsko-Mazurskie Voivodeship:
December 2016, November 2017, and December 2017

Territory? December 2016 | November 2017 December 2017 Increasi{gecrease
Poland 8.2 6.5 6.6 -1.6
:’,voai‘r,:‘;';';‘i’l;"'az“rs"ie 14.2 11.5 11.7 -2.5
Elblag Subregion 17.6 13.9 14.2 -3.4
Braniewo District 25.3 21.4 22.2 -3.1
Dziatdowo District 19.1 16.5 16.9 -2.2
Elblag District 20.8 17.9 18.0 -2.8
Itawa District 6.0 4.7 4.9 -1.1
Nowe Miasto District 10.6 8.2 8.5 -2.1
Ostroda District 14.7 12.2 12.3 -2.4
The city of Elblag 11.3 9.1 9.0 -2.3

Source: author’s calculations based on Statistics Poland’s data for years 2017 and 2018.

The problem of high unemployment rate has been observed in the analysed district for many
years. Fig. 1 presents the evolution of the unemployment rate in Braniewo District in the years
2004-2017 compared to the voivodeship and Poland.

45,0 T

40,0 .

350 -

30,0
250
20,0
15,0 -
10,0 -

50 - [

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

B Warminsko-Mazurskie Voivodeship H Braniewo District Poland

Source: author’s calculations based on Statistics Poland’s data
Fig. 1. The rate of registered unemployment in Braniewo District in the years 2004-2017
According to the presented data, in 2004, after Poland’s accession to the EU, with the average
unemployment rate in Poland of 19.0 %, an index more than twice as high (40.5 %) was noted in
Braniewo District, which was very unfavourable even compared to Warminsko-Mazurskie Voivodeship

with the unemployment rate of 29.2 %. Since 2014, a gradual and progressive decrease in the
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number of the unemployed has been observed both at the level of Braniewo District and of the entire
voivodeship and Poland. An important role in this process is served by labour market institutions,
including District Employment Offices, which, in accordance with the Act on the promotion of
employment and labour market institutions, determine the so-called support profiles (I, II and III)
based on the diagnosis of the situation in the voivodeship labour market. Depending on the
unemployed person’s classification into a specific profile, career counsellors prepare for them an
individual plan of activation measures.

A significant percentage of the unemployed (including the long-term unemployed) live in rural
areas. Unemployment in rural areas is a separate socio-economic problem that requires specific
remedies and actions, especially with regard to the activation of former state-owned farm areas. The
effects of unemployment should be considered under the conditions of local labour market typical of
small towns such as Braniewo, Pieniezno, Frombork or specific former state-owned farm
communities.

The problem of mass unemployment arose, as in the whole country, in 1991. Mass unemployment
occurring after the liquidation of State Agricultural Farms (Panstwowe Gospodarstwo Rolne, PGR)
was primarily due to the low level of human capital of these unemployed as well as maladjustment,
in terms of qualifications and the mindset, to the emerging competitive labour market (Kopycinska,
2018). According to the District Employment Office’s data, in Braniewo, at the end of 2017, almost
a fourth of the total population were registered as unemployed. The surveys conducted among
Commune Office employees and village leaders reveal that the district is poorly industrialised and
lacks workplaces providing employment to a large number of people. In 2014, brewing production
was relaunched at the Braniewo Brewery, which resulted in employment provided to almost
80 people. However, the labour market is too limited to offer employment to everyone willing and
able to work, irrespective of their personal values, skills or education.

A great opportunity to improve the situation in the labour market was the introduction, in
July 2012, of the Agreement on Local Border Traffic which, due to the convenient location of the
town of Braniewo (two road crossing-points in Gronowo and Grzechotki), established potential
conditions for economic development of the borderland between Poland and Russia
(Zielinska-Szczepkowska, Zabielska, 2016). As shown by statistical data, local border traffic has
contributed to an increase in tourism activity of Russians and Poles alike, which was often combined
with purchases of goods and services in border localities. Throughout the nearly 4-year term of the
Agreement on Local Border Traffic, almost 80 % of foreigners crossed the eastern border of Poland
for commercial and tourism purposes (Statistics Poland, 2014). Numerous border crossings
performed by inhabitants of the Kaliningrad Oblast of the Russian Federation to do shopping in
borderland shopping centres and grocery discounts during periods of increased traffic (before
important Russian celebrations) contributed to an increase in incomes earned by entrepreneurs. In
Braniewo District, new large surface stores with signboards in Russian language emerged, and their
working hours were extended (sometimes they were open 24 hours a day including on Sundays and
holidays). For the inhabitants of Polish borderland areas (including Braniewo District), facing the
problems of high unemployment rate, the Agreement on Local Border Traffic was a great opportunity
to improve their financial situation. The entry into force of visa-free traffic and the development of
shopping tourism enhanced economic activity and contributed to the development of small
businesses. It should be stressed that for a number of Poles inhabiting the borderland between Poland

and Russia, the so-called fuel tourism became a particularly popular form of activity due to large
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differences in fuel prices (Zielinska-Szczepkowska, Zabielska, Kisiel, 2018). The turning point was
the suspension of the Agreement on 4 July 2016 by the Polish side, with the Russian side retaliating
in kind. Since then, border traffic between Poland and the Kaliningrad Oblast has been taking place
exclusively on a visa basis, which, unfortunately, has had a very negative impact on the possibility
for further development of entrepreneurship in the analysed district.

In today’s reality, when assessing the economic situation of Braniewo District, it should be stated
that it fails to make full use of the development opportunities arising from the borderland location.
A certain number of inhabitants solve their financial problems by means of smuggling and illegal
trade. However, such a way of earning a living is only a way of survival and not of ensuring a decent
life.

Table 2 presents the number of the registered unemployed in particular communes of Braniewo
District at the end of 2017.

Table 2
The registered unemployed by communes (as at 31 December 2017)
of which:
Number partli:ualarly including
of iy under 30 over 50 the long-
Commune people women siﬂ:';ftlft;];tin years of u':::; (2,? years of term
in total age y age unemployed
the labour age
market
The town of
Braniewo 791 445 682 221 102 206 458
Braniewo
commune 496 276 448 151 81 136 313
The town and
commune of 214 124 192 60 27 53 139
Frombork
The town and
commune of 280 167 240 68 32 68 194
Pieniezno
Lelkowo 479 254 444 121 64 140 345
commune
Ploskinia 166 102 139 47 28 43 98
commune
Wiiczeta 249 130 226 74 35 69 174
commune
gfa“'.e"“ 2675 1498 2371 742 369 715 1721
istrict

Source: author’s calculations based on Statistics Poland’s data for years 2017 and 2018.

When analysing the structure of the unemployed in Braniewo District, it should be stressed that
the great majority of registered people are those in a particular difficult situation in the labour market
(88.63 % of the total number of the unemployed). An important issue in labour market analysis is
unemployment among young people under 30 years of age. At the end of 2017, the number of the
registered unemployed aged under 30 years in the analysed district was 742, which accounted for
as much as 27.74 % of the total number of the unemployed. Almost a half of the above-mentioned
people are young people under 25 years of age, often school graduates with No experience required
by the employers, which results in a high unemployment rate in this age group.

A separate group that has been faced with the problem of unemployment is that of the elderly,
including people over 50 years of age. Given the statistical data, the greatest number of the
unemployed in this age group and among the long-term unemployed was noted in Lelkowo commune.
A significant problem in the Braniewo labour market is the high percentage of the 50+ unemployed

with No professional qualifications; according to the data of the Voivodeship Employment Office in
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Olsztyn, every third unemployed person (33.3 % of the total number of the registered ones) has
No qualifications to practice any profession authenticated with a relevant diploma, certificate or other
document.

During the survey conducted among the inhabitants of Braniewo District communes, they were
asked inter alia to indicate the causes of unemployment within the district (Fig. 2).

others (what?)
too low renumeration offered by employers
too high requirements of employers

the lack of low-cost care for children and for elderly

1 B % indications
the lack of suitable bus connections with other villages and
towns

too few offers of internship and other forms of occupational

too few job offers

the lack of appropriate education and limited opportunities to
gain professional qualifications

0 5 10 15 20 25 30
Source: author’s calculations based on survey results (N=226)
Fig. 2. What are the causes of unemployment in Braniewo District?

The great majority of respondents indicated the lack of suitable bus connections with other
localities and towns (26 % of answers). The following answers were ranked second: the lack of
appropriate education and limited opportunities to obtain professional qualifications, and too low
employers’ requirements ( 22 and 15 % indications, respectively). For 12 % of respondents, the high
unemployment is due to the small number of job offers. AlImost every tenth respondent believed that
employers in the district had too high requirements, while the same number of women were of the
opinion that an obstacle to taking up employment was the absence of low-cost care for children
(nurseries, kindergartens) and the elderly (day care centres, retirement communities, etc.).

The consequences of long-term structural unemployment were also the topic of direct interviews
with employees of communal social welfare centres granting social assistance benefits to the
inhabitants of former State Agricultural Farms on a daily basis, as most people who lose their right
to the unemployment benefit join the ranks of social assistance system beneficiaries. Officials report
that the unemployed in a particularly difficult situation in labour market notice a deterioration in their
mood, feel anxiety and distress, and suffer from depression. Unemployment has a devastating effect
on their families, life plans of their members get disrupted and the safe existence of the family is at
risk. Joblessness causes rapid degradation and exacerbates family’s poverty. Unemployment is also
a conflict-forming factor which exacerbates social ills such as alcohol abuse, excessive aggression
and domestic violence. Parents’ unemployment frequently implies, for children and young people, a
change to and the limitation of plans for further education, lowering their professional aspirations,
and the inhibition of the development of their skills and interests. Statistical data clearly show that
unemployment increasingly affects young people, particularly those under 30 years of age. As
regards the former state-owned agricultural farm localities, an additional factor contributing to the
preservation of this unfavourable situation is a phenomenon known as the inheritance of
unemployment.
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The fundamental problem of Braniewo District, strongly emphasised during discussion panels with
commune representatives (commune heads and village leaders), is the lack of adequate road
infrastructure and transport networks - not only between localities in the commune or district but
also between districts and voivodeships. In their opinion, taking organised measures in this respect
may contribute to a greater spatial mobility of inhabitants who are in this way provided with an
opportunity to search for sources of income outside their immediate place of residence. As jobs are
primarily created by leading regional centres, improved access to them via a well-developed
transport network (including private carriers) should contribute to the improvement in access to
major labour markets. This, in turn, may contribute to the improvement in living conditions of the

analysed district inhabitants.

Conclusions, proposals, recommendations
Based on the conducted study, the following recommendations and proposals for action aimed at

the improvement of the situation in this ,difficult” labour market in Braniewo District were put
forward:

1) as regards the institutions having both direct and indirect impact on the labour market:
coordination of activities and exchange of information between institutions and organisations
involved, both directly and indirectly, in solving problems associated with the labour market,
such as: District Employment Office, local self-governments, employers’ associations and
representatives, the National Support Centre for Agriculture (KOWR); Organisation of profiled
training sessions for the unemployed (corresponding to the demand for jobs in Braniewo
District), offering internships and intervention works to help gain experience; cooperation with
non-governmental organisations in the field of creating new jobs, ensuring conditions for
creating new jobs (favourable investment climate).

2) as regards education: adjusting the vocational education profile to the requirements of local
labour market; supporting schoolchildren in the professional pre-activation through meetings
with career counsellors; initiating activities aimed at adjusting the education, including
supplementary, to the needs of local labour market; promoting good and effective models for
overcoming unemployment.

3) as regards support for former state-owned agricultural farm families: individual work with people
and families affected by unemployment in order to help them develop responsibility for their
own destiny and the skill of adapting to life in today’s reality; providing children from the poorest
families with scholarship assistance; protecting children against the effects of their parents’
unemployment by the provision of basic school equipment, meals, and extracurricular activities;
organisation of effective and low-cost care for small children of persons taking up employment
and for the elderly and disabled (professional activation of people involved in family care);
creation of subsidised work places for the provision of care services.

4) As regards transport accessibility: increasing the district inhabitants” mobility through investing
in roads (promotion of the ,I live in a village and commute to work in a town” lifestyle);
developing a transport network with particular emphasis on the inter-district and inter-

voivodeship transport.
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Abstract. Collaboration between scientists and entrepreneurs is a prerequisite for knowledge transfer and place
development, creating opportunities for entrepreneurs to develop or improve production and service delivery, as
well as quality, by finding innovative approaches to common practice. Scientists, facing new challenges and
solutions to them, have the opportunity to showcase their research capacity as well as to introduce stakeholders
and the general public with their ideas and solutions. Using a qualitative approach, the authors focused on one
of the planning regions of Latvia - Zemgale. The aim of the article is to investigate the problems and solutions of
cooperation between entrepreneurs and scientists in Zemgale from the perspective of the involved parties. The
tasks are related to the theoretical characterization of scientists and entrepreneurs, as well as cooperation, taking
into account the specifics of Zemgale region. The results show that scientists, Zemgale entrepreneurs and experts
of the Technology Transfer Centre of Latvia University of Life Sciences and Technologies are directly involved in
the implementation of cooperation between scientists and entrepreneurs in Zemgale region. Collaboration is
based on the achievement of specific objectives; and the promotion of cooperation in different scenarios varies.
It should also be concluded that there are several problems in the attempted cooperation between scientists and
entrepreneurs, but the most important are interrelated: the knowledge brokerage in Zemgale region is not one
of the priorities; the number of scientists and the quantity of technical equipment are not always sufficient to
meet the demand for scientific services; and entrepreneurs are little informed of scientific services, scientific
capacity in Zemgale region, therefore they are cautious at the planning stage of cooperation.

Keywords: scientists, entrepreneurs, cooperation.

JEL code: 018; 030.

Introduction
Co-operation between scientists, researchers and entrepreneurs has long been discussed in

Latvia, but these discussions have rarely led to significant changes. Co-operation between these two
groups of people would contribute to the productivity of different companies (Tisenkopf, Bela, Kunda,
2011; Adamsone-Fiskovica, 2012). Not only is Zemgale considered to be the most fertile region in
Latvia, it also has great scientific resources; Zemgale also has business and logistics centres, and it
is strategically located - we can talk about different industries that could be supported by appropriate
scientific props (Tisenkopfs, Bela, Kunda, 2011; Zemgales planosanas ..., [s.a.]a; Zemgales
planosanas ..., [s.a.]b). Currently, cooperation is also promoted from outside - by financial and non-
financial means. However, there is a problem: in Latvia, including Zemgale, cooperation between
entrepreneurs and scientists is not adequate. The productivity of the Latvian economy is significantly
lower than in other European countries, and there are only a few (mostly low added value - auth.)
sectors that do not fit the pattern (Ekonomikas ministrija, 2017). Exception areas (positive examples)
are animal husbandry and grain production, which, when having appropriate investments, show good
results - these are the sectors that have historically experienced the positive impact of innovation on
entrepreneurship. The low level of economic productivity is directly related to the lack of scientific
input in enterprises; they are not able to compete with the products and services of those countries
that have cheaper labour. Scientific associations believe that scientific capacity in terms of both
quality and number of scientists in Latvia is sufficient; also the specialization of scientists is broad
enough to be used by various enterprises. So this problem situation can be characterized from two

sides. The potential of scientists is not sufficiently exploited in business. In turn, entrepreneurship

1 Tel.:+371 29390994, E-mail address:Ginta.Kronberga@Ilu.lv
2 Tel.:+371 22045454, E-mail address: madara.ratkevica@gmail.com
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lacks creativity (Gulbinska, 2017; Paiders, 2017). From a scientific point of view, the topic in social
sciences is current because of the many aspects of this co-operation, but the subject is relatively
little researched, especially in quantitative terms. The results of the study are particularly relevant
to institutions and organizations that are involved in promoting cooperation, as well as scientists and
entrepreneurs. Facilitating knowledge transfer, information and understanding of collaborative issues
and possible solutions are helpful in addressing collaborative matters and understanding between
stakeholders.

The aim of the article is to investigate the problems and solutions of cooperation between
entrepreneurs and scientists in Zemgale region. The main research questions of the thesis are:
1. Who is involved in the implementation of cooperation between scientists and entrepreneurs in
Zemgale region and in what manner? 2. How does the promotion of cooperation take place - what
benefits are presented to scientists — and what to entrepreneurs? 3. What are the main problems
and possible solutions related to the implementation of cooperation between scientists and
entrepreneurs in Zemgale region? The goals set for the purpose of the research are related to the
outline of the essence of the cooperation theory, which will be used when studying actions and
decisions on the implementation of cooperation between scientists and entrepreneurs; to provide
theoretical explanation of scientists and entrepreneurs as a social group and to conduct empirical
research on the problems and solutions of collaboration between scientists and entrepreneurs in

Zemgale region.

Research results and discussion
1. Theoretical aspects of collaboration between scientists and entrepreneurs

Scientist is an academically highly educated individual who collects information, researches,
analyses, draws conclusions and makes discoveries, as well as conducts experiments to achieve the
goals set for scientific work. From a sociological point of view, science is treated as a social
phenomenon, just like entrepreneurship; it is described as a social activity (Bruce, Yearley, 2006;
Shapin, 1995).

The prestige of the profession of scientists or public dignity is a significant aspect (Adamsone-
Fiskovica, 2012). Society evaluates scientists on their own ideas. The level of education of an
individual has a significant impact on the measure of the popularity of science (Tisenkopfs, Bela,
Kunda, 2011). Thus, only an educated individual can appreciate the importance of education
(including the contribution of science). There is a problem here: if the intellectual level of society is
low, then it has No value for knowledge; to change it, it is necessary to educate the public, but it has
No motivation to learn, because education has No value in its eyes. This is why social perceptions of
science in society, where social and humanitarian sciences and their contribution to the
understanding of processes in society are seen as helpful, are important here.

The concept of an entrepreneur has a significant link to the understanding of entrepreneur as a
social category. This word is derived from the French word entreprendre, which in translation means
»~do something”. In the Middle Ages, this term was used to refer to ,an active person getting
(something) done”. In later years, this term has been redesigned and expanded to include the
terminology of economic science. Theories of economics were built around this concept, but
attempting to do so revealed that entrepreneurship is a phenomenon that social sciences are better

able to explain (Swedberg, 2000). From this point of view, entrepreneurship is represented as a
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response of socio-economic processes. It explores the role of the entrepreneur and its influencing
factors from different perspectives (Thornton, 1999).

The Latvian entrepreneur is interesting for an atypical planning style - he envisions well what he
wants to see in his company in the future, but is rarely able to set up and more rarely fulfil the
planned tasks to achieve his goals. At present, the scientific contribution is practically topical for
those businessmen with greater experience, who not only maintain but also develop the functions of
their company. But only innovative entrepreneurship is potentially competitive (Tisenkopfs, Bela,
Kunda, 2011). And only such business practices can be sustainable.

The role of an active entrepreneur in a business is very similar to that of a researcher in research.
Both groups are also characterized by peculiarities of professional socialization, and they can be an
obstacle for possible interaction. Partly this attitude - ,not worth it” - has also been promoted by the
tradition of anti-intellectualism, and these groups have not had enough time to interact with each
other, so other agents, such as knowledge brokers, knowledge transfer centres, etc. are often
involved in promoting collaboration between scientists and entrepreneurs.

Cooperation is a phenomenon in which several individuals or groups work together to form a
strategic alliance. A strategic association is a deliberate inter-organizational cooperation designed to
benefit its partners and stakeholders (Gajda, 2004). Cooperation is a set of interactions of different
nature - it can include conflicting, adapting and coercing - reconstructing one’s individual social reality
(Adler, 2009).

The theory of co-operation can be interpreted in different ways, but the fullest understanding of
this concept involves co-ordination, co-operation and working together (Gajda, 2004; Bite, 2012;
Kronberga, 2014). So this concept is an intense and versatile form of collaboration characterized by
common goals, including benefits, involving multiple individuals, mutual trust, respect,
understanding and diversity of knowledge and practice (Bite, 2012). Cooperation is referred to as a
kind of phenomenon that occurs only if the preconditions mentioned above coincide with the agents.
Cooperation can be explored both as a goal and as a process (Kronberga, 2014). Cooperation is also
characterized by its stages of development and levels appropriate to the degree of integration:
coexistence, communication (introduction, etc.), coordination (planning, etc.), collaboration and
coadunation (continuation of cooperation) (Bite, 2012; Kronberga, 2014). Collaboration could also
be described as positively-oriented competition - so the co-operation also determines particular type
of behaviour - whether it is only for its own benefit, for the benefit of someone else (for example, an
entrepreneur) or a common public good (Tjosvold, 1984; Knopf, 2016). Differences between
concepts cooperation and collaboration could be explained through different levels of integration:
cooperation as working simultaneously whilst sharing information etc.; collaboration as united and
fully integrated co-working with a common goal.

In Latvia, entrepreneurship and science function as separate entities, and the relationship
between research and practice should be better targeted with the help of knowledge brokerage. In
a sociological sense, it is not just the ,selling” of knowledge, but the introduction of elements of one
practice into another practice, overstepping the boundaries between scientific disciplines, economic
areas, practice competences and other barriers (Tisenkopfs, Bela, Kunda, 2011). The realization of
cooperation is influenced by various factors: the prestige of science and scientists in society,
popularity of certain branches of science, social perceptions of science, public trust in scientific

research, as well as initiative and financial possibilities of organizations (Adamsone-Fiskovica, 2012).
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Already today, the role of universities in promoting cooperation is recognized not only in the
context of exact sciences but also in social (and humanitarian) sciences. Higher education
institutions, their branches and research institutions play a central role in the regions. Their task
would be to function according to the needs of the region. Latvia University of Life Sciences and
Technologies is a resource for the Zemgale region as it has several scientific institutes as well as a
Technology and Knowledge Transfer Centre. However, attention should be drawn to the possibility
that entrepreneurs, knowing the extent and competence of their financial and human resources, may

not benefit from the attraction of one partner (scientist) and the benefits of such cooperation.

2. Research methodology
Partly structured interviews and expert interviews based on a qualitative research approach are

analyzed in the article. The research sample is based on the principles of a targeted sample, partly
also using the snowball method. Interviews took place in informant workplaces between March 13,
2018 and May 7, 2018. Interviews lasted from 25 minutes to 1 hour 9 minutes. The article analysis
is based on: 1) the views of 6 entrepreneurs (4 of the interviewed entrepreneurs wanted to remain
anonymous; therefore, other entrepreneurs will not be revealed within the article. All are from
Zemgale region and represent both production and service sphere); 2) the opinions of 2 scientists of
the University of Life Sciences and Technologies of Latvia (who have experience in cooperation with
entrepreneurs of food technology and construction industry); and 3) the views of 2 experts - Sandra
Muizniece-Brasava, Head of Technology and Knowledge Transfer Department, and Ieva Silina,

Chairman of the Board of Latvian Young Scientists' Association, that have been focusing on

identifying cooperation problems and possible solutions.

3. Implementation of cooperation between scientists and Zemgale
entrepreneurs from the perspective of the stakeholders

So far, many attempts have been made to solve cooperation problems between entrepreneurs
and scientists in Latvia (including University of Life Sciences and Technologies of Latvia). University
of Latvia has organized a seminar on cooperation of scientists with entrepreneurs, EU funds have
financed the program ,Entrepreneurship and Innovations”, Latvian Association of Young Scientists
has repeatedly organized meetings to promote cooperation of scientists and entrepreneurs, also
other institutions like LAS; The Association of Local and Regional Governments of Latvia and
individual municipalities occasionally (also regularly) organize various co-operation activities.

One of the main problems of Latvia that hinders possible cooperation of entrepreneurs and
scientists could be low activity in intellectual property creation and lack of respect for intellectual
property, therefore it is necessary to promote not only the public interest, but to find the necessity
- to create in entrepreneurs the need (desire) for scientific contribution.

Judging by the planning documents of Zemgale Planning Region, the task of realizing innovations
and cooperation in education, creativity and entrepreneurship, as well as promoting cooperation in
Zemgale region is indirectly delegated to the University of Life Sciences and Technologies of Latvia,
including Technology and Knowledge Transfer Centre. This implies an obligation for the university to
take care of the cooperation of scientists and entrepreneurs and to promote it in the Zemgale region
(Zemgales planosanas..., [s.a.]c; Zemgales planosanas..., [s.a.]d; Zemgales planosanas..., [s.a.]e).

It should be noted that the sampled entrepreneurs have experience of cooperation (scientist-
entrepreneur). For some companies, cooperation was required as a mandatory condition within the

project to be implemented. As entrepreneurs admit, some of them have initially formed their own
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businesses on a personal or available scientific basis, but 2 informants admit that they have
collaborated with scientists not only in their own personal interest, but also to help young scientists
conduct the research necessary for the learning process.

Since the personal knowledge base of the individual is already important in the development of
cooperation, it is natural for scientists to observe that the courses offered to the general public by
the university often serve as a basis for potential future collaboration (e.g., courses offered by Faculty
of Food Technology to home producers). Most companies turn to scientists or scientific institutions
for help in solving a particular problem. Scientists rely on entrepreneurial interest and relationships
in the decision-making process - communication that develops during the co-operation (including its
planning). Due to the fact that the research has analysed examples of cooperation, it is logical that
the experience of co-operation from the entrepreneurs in most cases is evaluated positively, but the
experience of scientists (incl. experts) has been very different.

Entrepreneurs are rather uninterested in events and institutions that promote the cooperation of
scientists and entrepreneurs. Scientists rely on the university they are attached to - that it will enable
them to work with entrepreneurs. The fact that the entrepreneur's initiative plays a decisive role in
the creation of the cooperation is shared by the parties involved and indicates that it is essential for
the entrepreneur to understand his need. However, entrepreneurs express a desire for greater
interest from scientists and scientific institutions in business potential and collaboration. This can be
explained by the fact that awareness raises a greater sense of security - also confidence in
cooperation initiatives. Especially when it comes only to initial information - offer, approximate costs,
opportunities - where information should be more freely available, so there should be informative,
demonstrable examples from the scientific institutions in terms of costs and ideas.

The capacity of scientific human resources is often insufficient. This is pointed out by the expert
S. Muizniece-Brasava and the interviewed scientists, as well as some of the entrepreneurs. They also
point out that the lack of time is relative, as it depends on the set priorities, referring to the workload
of scientists in lecturing and ensuring their academic development (entrepreneurs feel that they
bother scientists with their requests - a desire for a scientific service).

Looking at cooperation problems in-depth at university level, we come to the knowledge
brokerage, whose principles lead us to conclude that the lack of co-operation is also related to the
problems of formation of scientific succession at the level of higher education in Latvia in general. It
is assumed that the lack of practical co-operation between entrepreneurs and scientists could also
be rooted in a stagnant training system (it does not encourage business confidence in the quality of
scientific services).

The entrepreneurs interviewed in the research have encountered an unsatisfactory situation in
the supply of scientific services. According to entrepreneurs, the practice of scientific services is
outdated, scientifically insufficient and general (lack of specialization). There are spheres in which
Latvian scientists have not reached a sufficiently high level of knowledge, but there is also a
disagreement among informants - scientists and entrepreneurs tend to have different expectations
regarding the outcome of the research (e.g., product quality against expiration dates). Scientists and
entrepreneurs have different priorities, including differences in the value systems of the
representatives of social groups: if the development of a scientist is predominantly rooted in the
desire to explore and discover, then entrepreneurship is based on the goal of earning.

The research also reveals a deeper problem in the field of science in Latvia, also on the background

of examples from other countries: 1) awareness of the duty of the future specialists to inform the
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public is not promoted; 2) there are No systems of scientific advancement management (although
the operation of such a system may need to be reassessed as it may exclude qualitative research
that provides data that is not otherwise obtainable in current technological development but is vital
for research); 3) Scientific saturation of the business sector as the only solution to the challenges of
aging and poverty. However, here it is important to determine whether the society understands the
nature of science (method), its task and whether it does not expect the ,miracles” from it
unreasonably. In the absence of openness among scientists, not only misconceptions about the ability
and scientific capacity of scientists, but also its availability is created - in this case the realization of
co-operation opportunities decreases and hopes for increased productivity are essentially futile.

Not always funding projects that integrate science into business support high-level, complex
research. If research is promoted (financed) only from the point of view of the co-promoters in
(economically) safe research, the development of science is slowed down deliberately. Several
respondents also question the usefulness of the projects due to the extensive requirements and
bureaucracy.

The study revealed that there are serious problems with the awareness and availability of scientific
services. Informants have also stated that the inappropriate focus of business development is set at
the planning level of Zemgale region municipalities and Zemgale region in whole.

From the point of view of scientists and businessmen, practically applicable scientific research,
not general research activity in science, is essential for the development of cooperation. In this
respect, the faculties of the University of Life Sciences and Technologies of Latvia offer students to
choose the topics of study papers and final theses on issues that are relevant in the field of
professional activity in general or in the region. Concerning the cooperation activity in the Zemgale
region, it should be concluded that the cooperation is rather unsatisfactory, as there are few
examples of co-operation.

Cooperation problems and their solutions from the point of view of stakeholders.
Informants who have their own scientific experience are aware that the scientific contribution to the
development of the business sector can be highly visible and also profitable in terms of return - the
economic opportunity is felt in a short period of time, therefore Zemgale entrepreneurs consider the
costs of scientific services to be acceptable, but the services are insufficiently modern, as evidenced
by the willingness of entrepreneurs to pay more for more advanced research approaches.
Entrepreneurs' opinion points to the fact that the promotion of co-operation could be ensured by
unique and modern scientific services, so the solution of the situation requires a broad spectrum of
scientific services.

Experts, looking from the outside, recommend non-formal activities as an incentive for
networking.

In the event that the supply of scientists does not satisfy Latvian entrepreneurs to such an extent
that their services become less topical, both scientists and experts see the possibility to sell scientific
services in the international market, which could also have a positive effect on cooperation between
scientists and entrepreneurs.

In the course of the interviews, as another solution to the problem, which is more directly related
to the Zemgale region, there was an idea of cooperation of scientists with builders of production
equipment, thus creating high value added production equipment for the entrepreneur.

Entrepreneurs have proven in their experience that external compulsion mechanisms can

successfully integrate scientists (or its services) into business. This practice is included in the
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European Structural Funds projects and is seen by entrepreneurs as an effective solution to the
problem.

Summarizing the main findings of the research, answers to the research questions are found:

1. Scientists, Zemgale entrepreneurs and experts of the Technology Transfer Centre of Latvia
University of Life Sciences and Technologies are directly involved in creating collaboration between
scientists and entrepreneurs in Zemgale region. Cooperation is based on the achievement of specific
objectives.

2. In different scenarios, the promotion of cooperation varies:

e Promoting cooperation by providing financial support to entrepreneurs takes place through
LIDA support programs for entrepreneurs, which requires the involvement of a scientist as a
mandatory condition for obtaining funding.

e In cases where collaboration is promoted by a prospective scientist working in the company,
the entrepreneur is given the opportunity to gain scientific input with minimal time and
financial expenses; the benefit for a scientist is the chance to carry out the necessary research
to achieve academic goals.

e At the camps organized by the Young Scientists' Association, scientists and entrepreneurs are
offered the opportunity to get in touch, get ideas and communicate in an informal atmosphere,
offering meaningful leisure opportunities for all parties involved.

3. There are many problems in creating collaboration between scientists and entrepreneurs, but
the most important ones are related: since knowledge brokering is not a priority for LUA, the number
of scientists and technical equipment is not sufficient to satisfy the demand for scientific services, as
entrepreneurs are little aware of scientific services, therefore they are cautious of it from the

beginning.

Conclusions, proposals, recommendations
1) Science promotion and knowledge brokerage can play a crucial role in the realization of

knowledge, interdisciplinary knowledge transfer and collaboration, as well as in the interaction
between scientists and other groups in society, thus creating social insights into science.

2) Lack of entrepreneurial interest in collaboration with scientists can be explained by the use of
~outdated” methods in the solutions offered by scientists, the deficiencies of technical equipment
of scientific institutions; furthermore, the historical background has had a negative impact on
the development of current science in Latvia; multiple changes in Zemgale region's business
focus directions over the past hundred years have created confusion about the priorities on
individual, but also regionally, on institutional level.

3) Finding information for an entrepreneur without accumulated contact base can be seen as very
weak - lack of informative references and difficult communication make the planning phase of
cooperation chaotic, time-consuming and generally ineffective.

4) Attracting European Union funds for project implementation ensures collaboration between
scientists and entrepreneurs as a mandatory condition for obtaining funding.

5) In collaborative projects, entrepreneurs in Zemgale often choose not to engage: the
entrepreneur is given too short a time to wait for their turn for scientific services, and
involvement in the project is too time-consuming, complicated and unsafe in terms of both

wasted resources and copyright (patents).
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6) The scientific capacity of human resources at the university is not sufficient for the development
of knowledge brokerage - scientists are too busy with their daily duties to be able to engage in
effective cooperation with entrepreneurs.

7) There is a lack of data on regional innovation, but the available data are considered obsolete. In
order to find out why cooperation between scientists and businessmen in Zemgale region is not
sufficient, it is necessary to carry out more research, finding out the opinion of Zemgale
entrepreneurs who have not cooperated so far, as well as those of Zemgale entrepreneurs who
have decided to move or start their activity in another region.

8) In order to stimulate the interest of entrepreneurs in cooperation with scientists, it is necessary
to improve the availability of information for future cooperation partners - each faculty would
need to develop an offer of scientific services for entrepreneurs, which (in an easily visible form)
would be available on university and faculty websites, including: 1) available scientific services,
2) approximate service prices or examples of costs for scientific services and 3) inventory of
materials and technical equipment, etc.

9) In order to promote the transfer of knowledge for profit, the university must identify, evaluate
its confidence in the supply of scientific services, and compare it with the supply of other
countries and assess the possibilities of investing in technology: 1) if it is not possible to invest
in technical support, then (while taking care of the succession of knowledge), it is necessary to
promote the retention of new potential scientists at the university with a motivating pay system
for human resource development - in this scenario, offering the services (as comparatively
cheaper) in other countries; 2) if priority is given to regional (and / or local) cooperation and
joint development, long-term investment in both the material and technical resources and

human resources and their training must be made.
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Abstract. Sustainable use of mineral resources involves the interaction of economic, environmental and social
processes, in which economic interests have to be adapted to the other interests. Sustainable management of
mineral resources has to take into consideration the location, quality and uses of the resources. The above
requires exploiting natural resources in the most efficient way so that the needs of mankind could be met in the
future. The following mineral resources are extracted in all the five planning regions of Latvia: gypsum, limestone,
dolomite, quartz sand, sand, gravel and clay. The quality of mineral resources is classified into categories: A -
mineral resource reserves, N — incompletely explored resources and P - unexplored resources have been
discovered, which play an important role in defining the uses of the resources. Mineral resources are extracted
and used in the construction, repairs and maintenance of roads as well as in the construction of buildings. The
research problem raises a question whether the exploitation of mineral deposits or mineral resources generates
economic gains and whether the extraction and consumption of mineral resources increases with an increase in
the standard of living in the country. Based on this the research aim was to analyses the extraction of mineral
resources in Latvia as a whole and in the planning regions of Latvia. Research results and a comparative analysis
revealed that the quantity of mineral resources extracted was not strongly related to the other economic
indicators, i.e. the extraction and consumption of mineral resources did not directly affect economic growth in
the country. However, part of mineral resources was extracted at partly explored extraction sites, accounting for
approximately 8 % of the total quantity extracted. This economic activity was legal, yet it was not sustainable
and did not comply with the sustainability strategies of the European Union as well as Latvia.

Key words: mineral resource, extraction, sustainability.

JEL code: Q01; Q32

Introduction
Land contributes to sustainable development and is the basis of economic activity. The

characteristics of land are as follows: physical phenomena (soil, underground minerals,
irrigation/drainage systems, land uses); infrastructure; the location and the environment; the
ownership, use and value of land (Auzins A., 2016). Underground minerals are important as a
physical phenomenon, as they are resources explored or partly explored and have some value
(Lazdins A., 2016). In Latvia, the diversity of mineral resources is not broad, yet the available
resources contribute to economic development and are important for manufacturing construction
materials; therefore, the resources have to be exploited in a sustainable way. The key mineral
resources that are extracted, processed and used are as follows: gypsum (G); limestone (L);
dolomite (D); clay (C); sand (S); quartz sand (QS); gravel (G); sand - gravel - send (SGS) (Kurss,
V., Stikule, A., 1997). Most of the mentioned mineral resources are used in construction and in
manufacturing construction materials. However, in the past decades question about sustainable
extraction and exploitation of mineral resources has been set in Latvia. Therefore, the following
hypothesis is put forward - the extraction, processing and utilization of Latvian mineral resources is
sustainable. The research aim is to analyse the extraction of mineral resources in Latvia as a whole
and in the planning regions of Latvia. The research tasks are as follows: 1. To discuss theoretical
aspects on sustainable use of mineral resources. 2. To perform an analysis of available mineral
resources in Latvia. Research methods: monographic - the information sources were analysed,
compared and described; data were processed and interpret by use of statistical analysis and

interpretation methods. Research novelty - the extraction and use of mineral resources is
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impossible to analyse in the resource circulation context, as it involves land use, and the mineral
resources represent the basis of a circular economy and a bioeconomy.

Research results and discussion Mineral resources are minerals whose extraction and use is
constrained (they are non-renewable), and their reuse is problematic, in many cases impossible, as
their chemical and physical properties change during recycling (e.g. burning), which is an irreversible
process (Law On Subterranean Depths, 1996). The sustainability of mineral resources could be
ensured by their reasonable and efficient exploitation in the national economy (Seglins V., 2007;
Lazdins A., 2016). It is important to implement a sustainable strategy on mineral resources, which
is the basis of sustainable management.

The implementation of ,sustainable development” means the integration of activities in the
following three key areas, namely (Figure 1):

e technical and economic activities ensuring economic growth;
e ecological activities ensuring the protection of natural resources and the environment;
e social activities, meaning care for the employee at the workplace and community development in

the area of mining activities (Dubinski J., 2013; Role of Government in Mineral..., 2011).
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Source: authors’ calculations based on Sustainable Development of Mining Mineral Resource (Dubinski J., 2013)
Fig. 1. Elements of sustainable development

The sustainable extraction and exploitation of resources ensures economic growth involving
No new resources as well as environmental impact reduction and social responsibility. Ensuring the
sustainability of mineral resources pertains to the model of five types of capital: natural; human;
social; physical; and financial (Corder G., 2015; Dubinski J., 2013; Sustainable development...,
2013). Coordinated management of all the types of capital could contribute to sustainable resource
use; it is particularly important to coordinate the extraction and exploitation of non-renewable
resources (Alfsen K.H., Greaker M., 2007).

One of the most essential aspects is updated information on available mineral resources and the
known and newly discovered properties of the resources as well as public education about the role
of resources in personal life and public life as well as in community life (Finland’s Minerals Strategy...,
2010; Developments in indicators..., 2012).

An analysis of the above opinions allows finding differences between a conventional economy and
a sustainable economy - the conventional economy contributes to an increase in the consumption of

goods and services, whereas the sustainable one pertains to shaping an understanding of the effects
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of growing population wishes on the opportunities for future generations to raise their standard of
living.

The European Union concept of sustainable development is based on considerations representing
a broad spectrum of policy activities aimed at satisfying current needs without compromising the
ability of future generations to use resources and meet their needs. To achieve the goals, four
interrelated pillars have been defined: economic, social, environmental as well as the pillar of global-
scale governance. The priority sustainable development areas are as follows: climate change,
transport, production and consumption patterns, natural resource management, public health, social
exclusion and poverty and poverty reduction throughout the world (Sustainable Development in the
European Union, 2013).

In Latvia, sustainable development is referred to in the strategy Latvia 2030; the basic idea is to
meet the needs of the current generation by balancing the society’s prosperity, environmental an
economic interest while also protecting the environment and preserving diversity in nature without
compromising the ability of future generations to meet their needs. The document’s section
Sustainable Management of Natural Values and Services defines natural capital as non-renewable
natural resources: minerals (sand, gravel, clay, gypsum, dolomite) and renewable natural resources:
soil, wood, energy etc. To effectively manage natural capital, it is necessary to determine the critical
level of natural capital, below which it may not decrease, and set goals and targets for the
preservation and restoration of natural capital. Accordingly, a comprehensive analysis of natural
capital available in Latvia has to be performed, comparing the baseline situation with a reference
level or a benchmark. Such an analysis would allow setting long-term requirements for sustainable
management, various habitats and the areas necessary for the habitats and assessing which
ecosystems need protection and which could be intensively managed (Latvija 2030, 2010).

As regards the use of underground minerals in Latvia, subterranean depths, including mineral
deposits, belong to the land owner in accordance with the Civil Law. However, to contribute to
sustainable resource use, the state sets its requirements in accordance with the Law on Subterranean
Depths and the Law on Environmental Impact Assessment, and a compromise is achieved among
the interests of the land owner, the needs of the state and environmental protection requirements
based on other legal documents (Zemes dziles, [s.a.]).

Mineral resources are extracted in open quarries, removing topsoil (1-20 cm in depth) that is not
useful for this purpose. Quarrying is widespread in all the five planning regions of Latvia (Kurzeme
planning region — KPR, Zemgale planning region — ZPR, Riga planning region — RPR, Latgale planning
region - LPR and Vidzeme planning region — VPR); the beneficiaries are natural and legal persons.
The extraction of mineral resources could be started after a licence for use of subterranean depths
has been acquired and a project for extraction of mineral resources has been developed (Par zemes
dzilém..., 2013).

Table 1

Mineral resource stock categories

Categories Description of categories
Category A Explored reserves of mineral resources
Category N Estimated mineral reserves (incomplete geological exploration)
Category P Predicted mineral resources (stocks are valued by analogy)

Source: authors’ calculations based on Cabinet Regulation No. 570
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In quarrying, an important criterion is the extraction of explored mineral resources, which is a
guarantee that the resources meet the needs of an enterprise to achieve its particular goals. In
accordance with the Cabinet Regulation Procedures for the Extraction of Mineral Deposits (2006),
mineral deposits are divided into three categories. Mineral resource licences are grated for the
extraction of categories A and N mineral resources, while No licence is needed for the extraction of
category P mineral resources because their extraction is prohibited (Table 1).

An analysis of the extraction of mineral resources for the period 2005-2017 revealed that the
quantities extracted did not tend to increase significantly. After a decrease observed in 2009
(5081.63 thous. m3), the output of mineral resources stabilised until 2017 (Derigo izraktenu krajumu
bilance, 2017).
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Fig. 2. Changes in the extraction of mineral resources in Latvia in 2005-2017, thousand cubic
meters

In the period 2010-2017, the quantities extracted ranged from 6954.26 thous. m3 in 2016 to
8641.31 thous. m3 in 2012 (Figure 2). Overall, No considerable changes in the extraction of mineral
resources of categories A and N were observed.

An analysis of the percentage breakdown of the extraction of mineral resources by planning region
revealed that Riga planning region with a proportion of 27.1-37.4 % was the largest producer of

mineral resources, followed by Kurzeme planning region with a proportion of 16.5-29.1 %.
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Fig. 3. Percentage breakdown of the mining of mineral resources in the planning regions of
Latvia in 2005-2017

The smallest producer of mineral resources was LPR with a proportion ranging from 8.9 % to
15.2 % (Figure 3). The extraction of mineral resources was affected by a number of socio-economic
factors related to the development of infrastructure objects and the population in the planning
regions. Vidzeme planning region was the second smallest producer of mineral resources - the output
of mineral resources ranged from 8.9 thous. m3 to 15.2 thous. m3 a year. In Zemgale planning
region, the output ranged from 16.5 thous. m3 to 29.1 thous. m3 a year.

A prerequisite for sustainable exploitation of mineral resources is knowledge of the resources to
be extracted and their quality. In Latvia, licences are granted for N category mineral resources
(Table 1), which are not completely explored and there are No accurate data on their quality
characteristics.
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Fig. 4. Mining of category A mineral resources as a percentage of total and the annual growth
trend in Latvia in 2005-2017

An analysis of the extraction of mineral resources by category for the period 2005-2017 revealed
that the extraction of category A mineral resources dominated, ranging from 92.1 % to 96.2 %,

while the extraction of category N mineral resources ranged from 7.9 % to 3.8 % (Figure 4).
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No explicit trend in the extraction of category A mineral resource was observed, and only in recent
years, i.e. in 2016 and 2017 the output of category N mineral resources considerably rose by 6.8 %
un 7.9 %, respectively, which was in line with the fast growth in construction (increase in demand
for mineral resources).

An analysis of the extraction of mineral resources in per capita terms showed that the figures
were relatively similar. The largest decrease was observed during the economic crisis, only in one
year, i.e. in 2009.

The extraction of mineral resources is influenced by several factors: prepared projects; funds for
construction and maintenance; public procurement. In general, the extraction and use of mineral
resources is influenced by national economic growth, this is evidenced by the economic crisis of 2009,

when resource extraction fell sharply (Figure 2; 5).
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Fig. 5. Mining of mineral resources per capita in the country, the annual growth trend in 2005-
2017, cubic meters

In 2009 in Latvia, the per-capita output of mineral deposits was 2.3 m3. In the other years of the
analysis period, it ranged from 3.0 m3 to 4.6 m3 (Figure 5). No statistical data were collected on
quarrying, and only professor V.Seglins has stated that the per-capita output of mineral deposits in
Latvia is estimated at 1.8 m3 (Seglins V., 2007). Figure 5 shows that decreases in the population of
Latvia have not affected the output of mineral resources, and only large economic shocks have made
temporary effects.

The extraction, processing and consumption of mineral resources is not strongly related to
economic growth in the country, yet long-term effects are possible, as the resources are used for
road construction as well as the construction and maintenance of structures in the business, private
and public sectors. Investments in such economic activities contribute to the sustainable use of other

resources, yet such effects have not been researched in Latvia.

Conclusions, proposals, recommendations
1) The authors stress that the sustainability of mineral resources is associated with the sustainable

management of extraction and exploitation of the mineral resources and public participation in
making decisions on resource extraction and profit distribution, which requires higher public
responsibility and leads to lower environmental impacts. With the increase in the extraction and

utilization of mineral resources, public participation should increase in this process.
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2) An important prerequisite for the sustainable extraction and exploitation of mineral resources is
the acquisition of new knowledge through engaging scientists in research on and public education
about mineral resources and their role in public life and the life of every individual.

3) The exploitation of mineral resources in Latvia is sustainable because the resources are used in
the construction of infrastructure and private and public buildings (Fig. 2), which contributes to
the sustainable and rational use of other resources for economic development and growth.

4) Overall, the extraction and consumption of mineral resources in the planning regions of Latvia
is done in accordance with the legal framework and controlled by accounting for the resources
and granting licences for use of subterranean depths in accordance with the relevant Cabinet
regulation.

5) The use of mineral resources for the construction and maintenance of infrastructure and private,
commercial and public buildings affects the sustainable exploitation and maintenance of other
resources, yet more research has to be done on a potential causal association between economic
efficiency and sustainability for the resources.

6) Mineral extraction rates (2005 - 2017) show a steady trend, except for the mineral resource
extraction rate during the 2009 economic crisis, where the direct impact of the country's

economic situation is felt (Fig. 3, 5).
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SUSTAINABLE MANAGEMENT OF MINERAL RESOURCES IN THE CONTEXT OF JSC
~LATVIA’S STATE FORESTS” CIRCULAR ECONOMY

Andrejs Lazdins!, assist. professor, Dr.oec.; Liga Jankova?, assist. professor, Dr oec. and
Anita Auzina3, assoc. professor, Dr.oec.
123 atvia University of Life Sciences and Technologies

Abstract. Sustainability of mineral resource is linked with governing the reciprocity of economic, environmental
and social processes in which the economic interests need to be made compatible with the other processes.
Sustainable management of mineral resources needs to be linked with the notions of ecology and circular economy
in which an opinion exists that depletion of mineral resources by itself undermines economic growth and
determines the need for the most efficient ways of using natural resources in business so that maintaining natural
systems could support human life and welfare also in the future. JSC ,LATVIA'S STATE FORESTS” manages state
owned land covering the area of 1.62 million hectares, including 1.60 million hectares of forest land, out of which
1.39 million hectares are covered by forests. Since 2002, JSC ,LATVIA'S STATE FORESTS"” has built forest roads
(FR) in the length of approximately 5.6 thous. km and as of January 2018 the total length of FR had reached 11.8
thous. km. Extraction of mineral resources and their use in building, repairing and maintaining forest roads is the
company’s investment in the future, as well as it makes easier the management and monitoring of forest
territories, output of forests, accessibility of forests and improves the forest landscape. The research problem
addresses the question whether the use of mineral resources is linked with economic benefits, whether with the
growth of the company’s profit the volume of extraction of mineral resources also increases. Evaluating the
comparative indicators, it can be observed that the extraction of mineral resources is not closely correlated with
other economic indicators - extraction and use of resources do not impact directly on the final result of the
company’s operations — acquiring profit. However, in the case of JSC , LATVIA'S STATE FORESTS” the problem is
related with the places where mineral resources are extracted — on average about 8 % of the mineral resources
are extracted in new, partly researched deposits. Such an activity is legal, but it is not sustainable and does not
correspond to the sustainable strategy of the European Union, nor the one of Latvia.

Key words: sustainability, mineral resources, circular economy.
JEL code: Q01; Q32.

Introduction
The use of mineral resources in relation with economic benefits regarding whether when the

company’s profit grows, the volume of extraction of mineral resources increases and whether the
principle of sustainable management of mineral resources - sand and gravel - is followed in the
extraction process is still little researched in Latvia. Research hypothesis - when building the forest
infrastructure, JSC "LATVIA'S STATE FORESTS” practise principles of sustainable management of
mineral resources. Research goal - to analyse the experience of sustainable management of
mineral resources in JSC "LATVIA’'S STATE FORESTS” in the context of circular economy. Research
tasks: 1. to collect information on theoretical aspects on sustainable management in the context of
mineral resources. 2. to perform data analysis in JSC "LATVIA’'S STATE FORESTS” (LSF) on the
connection between building the forest infrastructure with the profit indicators of the company and
principles of sustainable management of mineral resources. Research methods: content analysis
of literature and internet sources was performed to prepare the research paper, the selected data
were processed and interpreted applying statistical data processing and interpretation methods. The
analysed period was from 2006 till 2017. Research innovation - up to now the analysis of the
results of sustainable management of mineral resources had not been conducted in JSC ,LATVIA’S
STATE FORESTS”. Publicly available information about the performance indicators of JSC ,LATVIA'S
STATE FORESTS” and data of the Latvian Environment, Geology and Meteorology Centre (LEGMC)
were used in the research.
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Sustainability

Source: created by authors, The Brundtland Report, 1987
Fig. 1. The three overlapping elements of sustainability
Sustainability is mentioned first in the UNO Brundtland report as a necessity to develop balanced
use of non-renewable natural resources, not endangering natural systems that ensure life.

Sustainability is explained as interaction of three E elements - environment, economy, equity — upon

the condition that sustainable economic growth and development is possible when preserving the

environment and acting in equitably (The Brundtland Report, 1987).

Having collected various theoretical definitions of sustainability and its influencing factors, the
following statements can be highlighted:

e Sustainability is connected with the function of social and political values and knowledge that
determines human behaviour (Robinson et al, 1990);

e Sustainability is defined as ,sustainable use of biological resources”, ,sustainable agriculture” ,
»~capacity”, ,sustainable energy”, ,sustainable society and sustainable economy” and ,attainable
development” (Portney, 2015);

e Sustainability is linked with consumption, which creates a link between the economic development
and the degradation of the environment. Different level governments and countries’ policies
should be involved in ensuring sustainability (Portney, 2015);

e Brown et al. (1987) relate sustainability to the rate of tree output so that the growth of a forest
would be balanced, as well as forest management and development of the infrastructure should

be considered higher level social and cultural needs, such as the aesthetic values of a forest.

Table 1
A summary of the foundation and definitions of sustainability
. f Six definitions
Six r_oots_t_) of Points of emphasis
sustainability sustainability
Ecological Movement Maintaining nature systems so that they could support
9 capability human life and welfare

Sustainable use

Resources/environment | of biological Facilitating economic growth only in such a scope and

manner that does not cause worsening of nature systems

resources

Biosphere Sustainable Relations between the human impact on the health of the

P agriculture Earth and its ability to support human population
Technology criticism Sustainable Refusing from the opinion that science and technology
ay energy themselves will protect and save the Earth

No growth - slow Sus_talnable Restrictions regarding the capability of the Earth to support
society and . :

growth increasing human health and welfare
economy

. Sustainable Adjusting business and economic development activities to

Ecological development ] - R

development the reality of natural resource and environment limitations

Source: created by authors B. Brown et al., 1987 and C. Kidd, 1992
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B. Brown et al. (1987) and C. Kidd (1992) (see Table 1) developed ideas and highlighted the
intellectual bases of sustainability, in which six meanings merge around two main aspects: ecology
and those that highlight economy.

Gathering opinions, it is possible to find differences between general and sustainable economy -
general economy concerns promoting the increase of goods and services while sustainable economic
development is about developing an understanding about the impact of the increase of desires on
the ability of the future generations to improve their welfare.

Within the framework of sustainable development, the European Union (EU) provides a wide policy
system to satisfy the current needs, not endangering the ability of future generations to satisfy their
needs. Four mutually related pillars are determined to attain the goals: economy, social,
environmental and world level governance. The priority areas of sustainable development are:
climate changes, transportation, types of manufacturing and consumption, managing natural
resources, public health, social exclusion and poverty and fight with global poverty (European

Commission, 2004).

Research results and discussion
Sustainable development of Latvia is mentioned in the document ,Latvia 2030”, whose basic idea

is to satisfy the needs of the present generation balancing the interests of public welfare,
environment and economic development, simultaneously also ensuring that environmental
requirements are observed and the nature diversity is preserved not to reduce the opportunities of
satisfying the needs of future generations. In the chapter ,Sustainable Management of Nature Values
and Services” the following are determined: Nature capital — non-renewable natural resources:
minerals — sand and gravel, renewable natural resources - land, wood, energy a.o. To manage the
nature capital effectively, it is necessary to determine the critical nature capital whose reduction is
not to be allowed, and the objectives and indicators of preserving and renewing the nature capital.
Therefore, a comprehensive analysis of the lack of nature capital in Latvia should be performed,
which would compare the current situation with its reporting or benchmark level. As a result of such
analysis, long-term requirements regarding sustainable management of resources for various
biotypes and the areas they need could be set, evaluating which ecosystems need protection, which
- active management and which require the restauration of the life-world (Sustainable, 2010).

According to the data of the Ministry of Environmental Protection and Regional Development, the
non-renewable resources of Latvia are gypsum, limestone, dolomite, quartz sand, clay, sand and
gravel. Based on the researched and evaluated stock of mineral resources and the extraction volume
in 2013, gypsum will last for 50 years, sand - for 100 years, dolomite - for 210 years, clay - for
1130 years and limestone - for 1310 years. According to the Civil Law, in Latvia, the entrails of the
earth, including mineral resources, belong to the land owners. However, to ensure sustainable use
of resources, the state sets its conditions. Implementing the law ,On the entrails of the earth”, the
law ,0On the evaluation of the impact on the environment” and other laws and regulations, a
compromise between the interests of the land owners, the development needs and the environment
protection requirements is achieved (Subterranean depths, 2019).

JSC ,LATVIA'S STATE FORESTS” was founded in 1999, and it has set several strategic goals. One
of the main strategic goals the company has set is to increase the long-term profit and to ensure
positive cash flow from the operating activities, as well as it has set tasks related to public

participation and collaboration in managing forests; to provide nature and recreation services from
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the forest eco-system. One of the sub-goals is development and maintenance of the infrastructure,
i.e. building, repairing and maintaining forest roads (cleaning ditches, removing bushes).

JSC ,LATVIA'S STATE FORESTS” manages the state-owned land in the amount of 1.62 million
hectares, including 1.60 million hectares of forest land, out of which 1.39 million hectares are covered
by forests (Latvian State Forests Forest..., 2018). LSF has the rights of possession based on: part 2
of Article 4 of Law on Forest, which provides that management and protection of the forest land
written in the Land Register under the name of the country in the person of the Ministry of Agriculture
and within the jurisdiction of the country and possessed by the country is performed by JSC ,LATVIA'S
STATE FORESTS” which has been established for governing and managing the state owned forest
property (Law on Forest, 2000). The amount of wood output for the main cutting is determined by
the order of the Cabinet of Ministers ,,On the maximum allowed volume for cutting trees” (2015),
which is determined every five years. The currently actual period of the order is 2016-2020.

The company uses the stock of mineral resources it possesses for the construction of forest roads.
Since 2002, JSC ,LATVIA'S STATE FORESTS” has built approximately 5.6 thous. km of forest roads
(FR) and in January 2018 the total length of FR reached 11.8 thous. km, 2.5 thous. of which are
classified as no-surface roads (they cannot be used all year round, but just for a limited period of
time). The total density of FR in the forests managed by JSC ,LATVIA'S STATE FORESTS” is 1.06 km
per 100 ha of a commercially usable forest (Latvia’s Stare forests, 2018). To build FR the non-
renewable mineral resources of Latvia — sand, gravel, dolomite splinters - are used. JSC ,LATVIA'S
STATE FORESTS” extracts mineral resources: sand (S), sand and gravel (SG), sand, sand-gravel
(SGS) (Seglins, V., 2007; Kurss, V., Stikule, A., 1997). The extraction of mineral resources takes
place in all planning regions of Latvia: Latgale planning region (LPR); Vidzeme planning region (VPR);
Riga planning region (RPR); Zemgale planning region (ZPR) and Kurzeme planning region (KPR).
Extraction and use of mineral resources is linked with the building and maintenance of the forest
road infrastructure, as well as selling to other interested persons (physical and legal). According to
the available statistics, every year JSC ,LATVIA'S STATE FORESTS” builds or reconstructs on average
318.3 km of forest roads (the average indicator in 2009 - 2017). Forest roads significantly ease
managing of forest territories (preparing felling areas, cutting forests, transporting timber out of
forests, planting and tending forests) and public availability of forests, develop new crossings of the
traffic infrastructure in rural territories.
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Source: authors’ created, based on JSC ,,LATVIA'S STATE FORESTS” and LEGMC databases

Fig. 2. The growth rate of JSC ,,LATVIA'S STATE FORESTS" profit after taxes and the base of
extraction of mineral resources in 2005 - 2017, %

Comparing the growth rate of JSC ,LATVIA'S STATE FORESTS"” profit (after taxes) and the base
extraction of mineral resources (base year 2015), it can be observed that the period of economic
recession marks a new trend in resource extraction in the company: irrespective of the profit, the
extraction of mineral resources is stable (see Figure 2).

The extraction and use of mineral resources for building, repairing and maintaining forest roads
is the company’s investment in the future, and it also eases the management and surveying of forest
territories and the output of the forests. Evaluating the comparative indicators, it can be established
that starting with 2010, the extraction of mineral resources is not closely linked with other economic
indicators, that is extraction and use of resources do not affect directly the company’s operations
and the end result - obtaining profit.

A significant criterion in production of mineral resources is extraction of explored mineral
resources, which is a guarantee that the acquired resources correspond to the needs of the company,
to attaining particular goals. As provided by the Regulations of the Cabinet of Ministers (CM)
~Procedure for extraction of mineral resources” (2006), mineral resources are divided into three
categories. Licences for extraction are issued to extract ,A” and ,N” category mineral resources. To
mine ,P” category mineral resources, licences are not issued (see Table 2).

Table 2

Categories of the stock of mineral resources

Categories Category characteristics

A category Explored stock of mineral resources.

Evaluated stock of mineral resources. The borders of the stock of mineral resources, the
deposit volume and structure are determined applying insufficient geological and
geophysical data which have been obtained searching for the resources or due to
insufficient geological exploration. The characteristics and quality of mineral resources, as
well as the engineering geological and hydrogeological conditions can be characterised by
analogy with the explored deposits found in the neighbourhood.

Forecasted mineral resources. This category is assigned to mineral resources which are
calculated based on the results of geological mapping, search for mineral resources and
P category other geological research, as well as because in territories with favourable geological
circumstances the stock of the respective mineral resource acknowledged for genesis can
be evaluated by analogy with other explored deposits of the same genesis.

Source: authors’ created, based on the Regulations of the CM ,,Procedure for extraction of mineral resources”

N category

The licence for extraction of mineral resources is issued to use ,A” and ,N” category stock, but
extraction of ,N” category mineral resources does not provide any guarantees that the use of
resources is rational and serves its purposes. The data obtained from the evaluation of the extraction
of JSC ,LATVIA'S STATE FORESTS” mineral resources by categories and the planning regions are
summarized in Table 3.

During thirteen years, the best extraction results are in RPR and VPR, the worst — in KPR because
every year those mineral resources are extracted that have not been sufficiently explored and whose

real value, actual stock and other geological criteria have not been clarified.
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Table 3

Indications of the extraction of A category mineral resources against the total
extraction in JSC ,,LATVIA'S STATE FORESTS"” in 2005 - 2017, %

. 1n © N 0 [ (<) - o (o] < n © N
Indicato =} (=} o o =) - - - - - = - -
o o o o o o o o o o o o o
rs N N N N N N o o N N N N N
100 100 100 100 100 100. | 100 100 100 100 100
RPR 93.7 0 0 0 92.1 0 0 0 0 0 0 0 0
100. 100. | 100. | 100. | 100. | 100. | 100.
VPR 0 96.5 0 0 0 0 0 0 87.3 | 99.3 | 99.1 | 75.2 | 59.8
ZPR 69.7 | 904 | 72.6 | 95.4 | 98.3 | 98.5 | 99.0 | 94.5 | 99.5 | 854 | 94.3 | 87.8 | 89.3
KPR 99.8 | 95.1 | 86.1 | 94.6 | 91.1 | 98.3 | 100. | 99.8 | 98.6 | 67.9 | 76.3 | 82.4 | 40.8
LPR 68.6 | 86.5 | 76.6 | 96.6 91 96.8 | 90.1 | 95.1 | 99.6 | 91.8 | 84.2 1%0' 97.4

Source: authors’ designed based on the LEGMC database

Evaluating the average indicators of the extraction of mineral resources during the thirteen-year
period, the indicators of JSC ,LATVIA'S STATE FORESTS"” are better than those of other extractors of
mineral resources in Latvia (Lazdins A., 2016). The calculated average indicator of the extraction of
~A"” category mineral resources against the total of mineral resources extracted in the company is
92 %. In 2017 there appear very low extraction indicators for ,A” category mineral resources in VPR
and KPR because the mineral resources are extracted from new, partly explored extraction sites, as
it can be seen in Table 3. Such an activity is legal, but it is not sustainable and does not correspond

to the sustainability strategy of the European Union, nor the one of Latvia.

98,0
26,0 93.6
94,0 92.0
92,0 90.4 90.4
X 90,0
88,0 78.0
86,0
84,0
82,0
80,0
RPR VPR ZPR KPR LPR Average in
Latvia

Planning regions of Latvia

® Average figures

Source: authors’ designed based on the LEGMC database

Fig. 3. Extraction of ,,A” category mineral resources in JSC ,,LATVIA'S STATE FORESTS” against
the total extraction of mineral resources in 2005 - 2017, %

The best quality indicator for the extraction of mineral resources is in RPR, which is 98.9 %, but
the worst one is in KPR - 87.0 % (see Figure 3). Comparing the average indicator of extracting ,A”
category mineral resources in Latvia with the extraction of ,A” category mineral resources by JSC
+LATVIA'S STATE FORESTS”, the indicators are worse in three regions - ZPR, KPR and LPR - 90.4 %,
87.0 % and 90.3 % respectively.

Conclusions, proposals, recommendations
1) Sustainability of mineral resources is linked with governing the reciprocity of economic,

environmental and social processes, in which economic interests are to be made compatible with

diverse processes.
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2) Sustainable management of mineral resources needs to be related to the notions of ecology and

circular economy, in which an opinion exists that depletion of natural resources by itself
undermines the economic growth and determines the need for the most efficient ways of using
natural resources in business so that maintaining nature systems could support human life and

welfare also in the future.

3) JSC ,LATVIA'S STATE FORESTS” is one of the largest extractors and users of mineral resources

in Latvia. Especially a lot of these resources are used in building, repairing and maintaining the
infrastructure of forest roads.

4) In JSC ,LATVIA'S STATE FORESTS” the extraction and use of mineral resources is not directly

linked with the goals of production increase and economic growth but indicate to the

sustainability of managing and surveying forests.

5) The performed calculations about the quality indicators of the extraction of mineral resources

approve that 92.0 % of these resources correspond to ,A” category mineral resources which

have been explored and approve the technical opportunities of their use.

6) In case of JSC ,LATVIA'S STATE FORESTS"” the problem is related to the places where mineral

resources are extracted - on average 8 % of the extracted mineral resources are obtained from
new, partly explored deposits. Such an activity is legal, but it is not sustainable and does not

correspond to the sustainability strategy of the European Union, nor the one of Latvia.

7) The research hypothesis is only partly validated - when building the forest infrastructure,

JSC "LATVIA'S STATE FORESTS” partially implements sustainable management of mineral

resources.

8) The recommendation to improve the situation is: for JSC ,LATVIA'S STATE FORESTS” quality

indicators of the extraction of ,A” category mineral resources to achieve 100.0 %, the principles
of sustainable management of mineral resources need to be included in the strategic goals of
the company and implemented in real life to become the leading carrier of the idea of sustainable

management of mineral resources in Latvia.
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CONCENTRATION OF NON-AGRICULTURAL ECONOMIC ACTIVITY IN POLAND

Wieslawa Lizinska?, prof. UWM dr hab.; Roman Kisiel?, prof. zw. dr hab.
L2yUniversity of Warmia and Mazury in Olsztyn

Abstract. The aim of the article is to analyse and assess the concentration of non-agricultural activities in Poland
as an element of the alternative use of agricultural real estate. A detailed analysis will cover the spatial aspect of
the concentration of the conducted activity. In order to determine the concentration, the location quotient (LQ)
was used. The article used the current data of the Central Statistical Office regarding the characteristics of
agricultural holdings in Poland in 2016. While the income from non-farm businesses conducted by farmers reached
15.2 % of farms’ total income on average for whole Poland, certain diversity can be seen among provinces. It is
worth emphasising that for as many as 49.2 % of agricultural holdings conducting non-farm businesses, the
revenues derived from such economic activity make up more than 50 % of the total income. In particular regions,
however, the share of such farms was varied, yet remaining on a relatively high level, i.e. between nearly 40 %
to 58.2 %, in all the country. The significantly greater diversity of the economically largest farms was not
accompanied by greater differences in the concentration of farms gaining income from non-agricultural
businesses.
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Introduction
The research accomplished in the late 1990s implicates that the non-agricultural economic activity

in rural areas in Poland had been developing very unevenly. The economic entities of a non-
agricultural type were most densely concentrated in the western provinces. The weakest saturation
with such businesses appeared along the eastern border of the country (Banski, 2004). The analysis
of non-farm business activities at private farms made by Kolodziejczyk (2004) also demonstrated
quite a large diversity in the scale of such enterprises. This was mostly due to the differences in
personality traits among farm owners and in the technological supplies of farms. However, the
expected vector of the dependence between the growth of non-agricultural functions and the level
of infrastructure and economic potential of agricultural holdings was not confirmed by Czapiewski
(2004).

The outcome of the current investigations also testifies to large spatial differentiation among
farms which pursue non-agricultural economic activity. As noted by Czudec and Zajac (2017), the
biggest discrepancies appear among organic farms, while farms with an additional non-agricultural
business, including agritourism farms, are less diverse in this regard, and farms which sell their
products directly to consumers are the least varied.

The research conducted worldwide can shed light on discrepancies between regions in terms of
non-farm economic activities carried out by farmers. For instance, Von Braun and Pandya-Lorch
(1991) observe that households with strong economic standing are more likely to diversify their
sources of income, as this may allow them to enhance the accumulation of capital.

Reardon and co-authors (2000) underline that poorer households have a lesser chance to
overcome entry barriers and therefore limit themselves to undertaking such activities that do not
generate high profits. The widely implemented programmes aiming to create employment outside

agriculture and start microbusinesses do not necessarily solve the problem of unequal incomes in
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rural areas, nor do they automatically provide the poorest households with benefits. Conversely, they
can cause societal tensions. In current policy, it is therefore essential to draw attention to the access
of less affluent households to the resources that will enable them to overcome entry barriers and
break into the market outside farming.

The mechanism behind the diversification of revenue sources dependent on the availability of
assets is repeatable and generates a feedback effect. Households with a better economic status
accumulate assets, which are the basis for further profitable diversification. On the other hand, poorer
households operate in the same sectors, with a low level of capital return, which adds to the overall
increase in inequalities (Barrett et al., 2001).

The development of non-agricultural activity gives rise to the emergence of alternative sources of
income, beside farming, which support all households. As emphasised by Banski (2004), this happens
even in areas where agriculture is characterised by a high level of development and provides farmers
with satisfactory revenues. However, there are areas that require particularly rapid changes in the
functional structure because agriculture alone secures ever diminishing earnings and provides
farmers and their families with the subsistence minimum.

Weltin and co-authors (2017) highlight the fact that various forms of income diversification are a
manifestation of important strategies implemented by farmers. The aim is to respond to the changing
economic environment. A decision to diversify business activities on or outside a farm will depend,
to a large extent, on the type of farming and other characteristics of a particular farm. As implicated
by the up-to-date studies, young farmers on organic farms are most likely to target at diversification.
A diversification strategy is the least frequently pursued on intensive, large-scale farms, and on farms
with varied agricultural production or by households which obtain only some of the income from
farming. The research results also showed that while facing the prospect of hypothetically terminated
subsidies from the Common Agricultural Policy (CAP) more and more farmers might employ the
strategy of diversification of revenues, mostly outside agriculture, in order to survive.

As suggested by Birthal and co-authors (2014), there is a wide range of push and pull factors
concerning the non-agricultural activities undertaken by farmers. A small acreage of a farm (Kisiel,
Jarzebowicz, 2017, Krakowiak-Bal, 2009), low income and surplus labour force available on a farm
are the conditions which push the farm outside of the agricultural sector (Zmija, 2018). The level of
education and the access to credit facilitate the shift to a non-farm sector of economy.

In some countries, non-farm economy functions as an alternative to agriculture rather than a
supplementary business activity (Canagarajah et al., 2001). A question arises which of the following
factors plays a more significant role in developing non-farm businesses: inadequate incomes and a
need to secure alternative sources of revenue, or a wish to employ the farm’s potential in order to
develop a non-farm business and to focus on the latter? A non-agricultural activity often requires
specific investment means, which underdeveloped farms usually lack. On the other hand, such farms
feel a stronger urge to search for alternative sources of income. A combination of push and pull
factors can determine the spatial concentration of non-farm businesses in rural areas.

The aim of the research has been to analyse and assess the concentration of non-agricultural
activities in Poland as an element of the alternative acquisition of income sources. A detailed analysis
covered the spatial aspect of the conducted activities. The location quotient (LQ) served to determine
the concentration. Values of this quotient provide data serving to assess the level of concentration
of the analysed factor. The threshold value of LQ is assumed to be 1.00. What this means is that if

an LQ equals 1.00, the concentration of non-agricultural activities run by farmers in a given area is
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the same as the average concentration of non-farm economy in the whole country. In our study, the
LQ values were derived from the equation:

LQ; = NPwoj@) / NGwoj(i (1)
l NPpL / NGpy,

where:

LQi - location quotient of non-agricultural activities in the ith province of Poland, where

i e {1,..., 16}, relative to the number of farms in the ith province,

NPWOI(i) - number of farms conducting non-agricultural activities in the ith province,

NGWOJI(i) - number of farms in the ith province,

NPPL(i) - number of farms conducting non-agricultural activities in Poland,

NGPL(i) - number of farms in Poland.

To assess the degree of concentration, the following intervals for the LQ values were adopted:

- an LQ value >1 means higher concentration of the analysed characteristic than on average in

Poland;

- an LQ value <1 means a potential deficit in the analysed characteristic;
— an LQ value =1 (£ 0.15) means that the distribution of the analysed variable runs a similar course
as the distribution of this variable in the reference area.

A preliminary analysis and evaluation of the non-agricultural activity on farms as found in the
Polish provinces were made, and the results were used to calculate the concentration coefficients.
The following were included:

e regional differentiation of farms which earn income from non-agricultural activity,

e share of farms which earn income from non- agricultural activity in the total number of family
farms in particular provinces,

e share of households where over 50 % of total revenue originated from non-agricultural activity in
the total number of farmers’ households that earn income from non-farm business,

e share of the economically smallest farms (>100 thousand euro).

The subsequent stage of the study consisted of calculating the location quotient for the
economically largest farms (>100 thousand euro), farms earning income from non-agricultural
activity, and farms conducting non-agricultural activity where over 50 % of total income originated
from non-agricultural activity.

The authors based their research on current and available data for 2016 of the Polish Central

Statistical Office (CSO), regarding the statistics of farms in Poland.

Research results and discussion
The Polish provinces are distinctly varied in terms of the share of farms obtaining some income

from non-agriculture activity in the total number of this group of farms in Poland. In Lubuskie
Province, for example, this percentage equalled 1.7 %, while in the Province of Masovia it was as
high as 15.1 % (fig. 1). In two provinces the percentage of such farms was close in value to the
share of farms in the same region in the total number of farms in Poland. In nine other provinces,
the share of farms earning income from non-agricultural activity was higher than the share of farms
in a given province in the total number of farms in Poland, although the difference did not exceed
1 per cent point. In five provinces, the share of farms earning some revenue from non-farm economic
activity was lower that the share of farms in each of these provinces in the total humber of Polish

farms. Attention can be drawn to the situation in the Province of Lublin, where the greatest
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discrepancy between the values of these two statistical measures was seen. It can therefore be said
that one of the factors which largely determine the share of agricultural households in a given region
in the total number of such households earning the income from non-agricultural activities is the

total number of farms in the said region.
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Fig. 1. Regional diversification of total number of farms and farms obtaining incomes from
non-agriculture activity ( %)
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Fig. 2. Share of farms obtaining incomes from non-agriculture activity in total nhumber of farms
in each region ( %)

It was demonstrated that the percentage of farms earning income from non-agricultural activities
in the Polish provinces deviated, to a different extent among the regions, from the share of farms in

a province in the total number of farms in Poland, which led to the next step in the research, namely
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an analysis of the level of concentration of non-farm economy in each province. Thus, it was
calculated what percentage of farms out of all farms in each province earned income from non-
agricultural activity. As demonstrated by the data (fig. 2), revenue from non-farm economy is derived
by an average of 15.2 % of farms in whole Poland. A percentage higher than that was calculated for
9 provinces, of which the Province of Pomerania scored the highest (20.0 %). In 6 provinces, the
percentage of such farms was lower than the Polish average, with the lowest figure (11.7 %)
calculated for the Province of Swietokrzyskie.

The role of farming in the diversification of income sources can be demonstrated not only through
the share of farms earning revenues from non-farm businesses but also by the share of such earnings
in the total income of a farm. As shown by the data in figure 3, in the total number of farms obtaining
some income from non-farm economic activities in Poland (214 447 farms), nearly half (49.2 %)
made up over 50 % of the total earnings from non-farm economy. This measure varied in value
among the Polish provinces, but always remained relatively high. In the province with the lowest
share of farms whose income from non-farm business activities reached over 50 % of the total
income, the contribution of this income to the total earnings was 40 %. In the Province of

Podkarpacie, it was as high as 58.2 %.
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Fig. 3. Share of households whose more that 50 % of incomes are incomes from non-
agricultural activity in total number of farms obtaining incomes from non-agricultural
activity - %

In an attempt to answer the resolve whether a decision to undertake a non-farm business activity
arises from a strategy assuming an alternative use of an agricultural real estate property or is a way
to achieve diversification of income sources, the authors determined the concentration of farms which
were economically the largest. It was agreed that these are the farms with the standard production
output of more than 100,000 Euro.

The data (fig. 4) prove that the highest share of economically the largest farms can be found in
the provinces which at the onset of the social and economic transformation in Poland had the highest
share of state-owned farmland. They were the following provinces: warminsko-mazurskie (5.6 %),
zachodniopomorskie (5.4 %), as well as wielkopolskie (4.9 %) and lubuskie (4.9 %). On the other
hand, the percentage of state-owned farmland in the provinces podkarpackie and malopolskie did

not exceed 0.4 % at that time.
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It can therefore be noticed that the intraregional differentiation among the farms earning
revenues from non-farm economy and among the economically largest farms is similar when
measured on the scale of the whole country. This similarity is confirmed by the differences being
equal No more than a few per cent points between the province with the largest and the one with
the smallest share of the two groups of farms mentioned above.
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Fig. 4. Share of farms with the highest level of economic size (>100.000 EUR) - %
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Fig. 5. Regional diversification of LQ in chosen farms group
The analyses of the concentration of non-farm economic activities and farms obtaining income

from non-farm businesses (where such income corresponded to over 50 % of the total income), as
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well as the concentration of farms which are economically the largest allowed us to calculate the
synthetic index of the concentration of farms within the analysed categories.

The data presented in this paper prove that there are differences among the Polish provinces in
the concentration of all the analysed categories of farms. Considering the farms which earn income
from non-farm businesses, the concentration index was higher than the reference one in 7 provinces,
where it ranged from 1.16 to 1.33. It was only in one province (swietokrzyskie) that the value of the
concentration index (0.78) was lower than calculated for the reference area. In 8 provinces, on the
other hand, the concentration of the farms which acquired income from non-farm economy was
similar to that calculated from the whole country.

With regard to farms which conduct non-farm businesses where over 50 % of the total income
was composed of the revenues gained from non-farm economy, differences in their concentration
between individual provinces were smaller. Of the 16 Polish provinces, the value of the concentration
index was higher than in the references area in just 3 provinces (pomorskie, podkarpackie, lubuskie),
being lower in one province (lubelskie). Thus, in as many as 12 provinces, the concentration of farms
conducting non-farm economic activity and earning a high level of revenues (compared to their total
income) was similar to the average value computed for Poland.

When referring the results of the analysis presented above to the variation in the index of
concentration of economically the largest farms, also discussed in this article, it can be observed that
the much higher diversity among the latter agricultural holdings does not coincide with greater
differences in the concentration of farms earning income from non-farm economy. Nonetheless, 5 out
of the 8 provinces with the concentration of economically the largest farms above the average were
noted to attain the value of the concentration index of farms earning income from non-farm

businesses above the reference value.

Conclusions

1) The analyses performed in this study have demonstrated that the share of farms in a given
province in the total number of farms earning income from non-farm economic activities is in
general convergent with the share of farms in the given province in the total number of farms
in Poland. Except one province, differences in these percentages did not exceed 1 per cent point.
2) While the income from non-farm businesses conducted by farmers reached 15.2 % of farms’
total income on average for whole Poland, certain diversity can be seen among provinces. Higher
values were noted in 9 provinces, of which the highest share (20.0 %) was recorded in the
Province of Pomerania. In 6 provinces, this percentage was less than the country’s average,

being the lowest (11.7 %) in the Province of Swietokrzyskie.

3) It is worth emphasising that for as many as 49.2 % of agricultural holdings conducting non-farm
businesses, the revenues derived from such economic activity make up more than 50 % of the
total income. In particular regions, however, the share of such farms was varied, yet remaining
on a relatively high level, i.e. between nearly 40 % to 58.2 %, in all the country.

4) Differences in the concentration of all analysed categories of farms were noticed among the
provinces in Poland. At the same time, for the group of farms conducting non-farm business
activities where the income from such activities accounted for over 50 % of total revenue, the
variation of the concentration index was lower than for all farms generating revenues from non-

agricultural activities.
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5) It was also found that the significantly greater diversity of the economically largest farms was

not accompanied by greater differences in the concentration of farms gaining income from non-

agricultural businesses.
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IMPORTANCE OF MEASURES TAKEN BY LOCAL AUTHORITIES FOR DEVELOPMENT
OF ENTREPRENEURSHIP - A CASE STUDY OF RURAL MUNICIPALITIES
IN POLAND
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Abstract. The research objective has been to identify activities undertaken by authorities of rural municipalities
with the aim of creating a friendly economic and social environment to establish and develop business enterprises.
The research was chiefly based on an analysis of primary data collected with the help of a questionnaire designed
by the authors, at the turn of 2015/2016. The survey was addressed to mayors of all rural municipalities in Poland
(1565 administrative units in Poland). Fully and correctly completed surveys were returned by 770 respondents,
which corresponded to a return rate equal 49.2 % (the error of answers from the sample obtained was 3 %). The
research objective was achieved by verifying the hypothesis assuming that authorities from rural municipalities
where the increase in the number of enterprises between 2009 and 2018 was the highest were more active
creating proper conditions for starting and conducting business. Our analysis of the collected empirical material
provided evidence that confirmed the above assumption. The study shows that the authorities of municipalities
where there was a high rise in the number of business companies between 2009 and 2018 much more often
entered into collaboration with other subjects in order to create an optimal environment for conducting business,
were more willing to take measures to increase the participation of entrepreneurs in the creation of suitable
conditions for the development of business, and formed more positive assessment of the achieved outcomes.
Key words: entrepreneurship, local development, municipality.

JEL code: R10.

Introduction
Entrepreneurship is a multi-dimensional phenomenon, shaped by social and economic conditions.

Entrepreneurship can be treated as an attitude or as a process. Being an attitude, entrepreneurship
corresponds to a trait in human nature, and stands for the readiness to face new challenges, to
improve the existing components of the human environment, and to take an active and creative
stance towards one’s surroundings. In turn, entrepreneurship understood as a process means the
creation and development of a business entity (enterprise) (Babuchowska K., Marks-Bielska R.,
2013; Feher A. et al., 2014). Rural entrepreneurship is acknowledged to be an important contributor
to the economic development of a country (Holcombe R., G., 1998; Ahmad et al., 2011; Feher A.
et al., 2014).

Business activity in rural areas in its fundamental aspects occurs in the same forms as in towns.
However, the circumstances in which it is conducted are different, often more difficult than in urban
centres. The experience gained by many countries implicates that local authorities can play a very
important role in the stimulation of entrepreneurship. Each municipality possesses specific economic
potential and a certain humber of enterprising persons who can activate this potential if offered
suitable conditions. To a large extent, this depends on local authorities. It is important that they act
efficiently, so as to employ the local resources and create a good climate for conducting business in
the administrative unit they govern. The range of problems local governments are faced with is
enormous, but there are more and more municipalities able to overcome difficulties (Klodzinski M.,
2015).

Actions undertaken by local governments can become a significant determinant of the level of

entrepreneurial activity. Decisions which they make can stimulate the establishment of new

1Corresponding author. Tel.: +48 89 523 47 09
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companies. Municipal authorities can directly regulate operations conducted by business entities on
the local market (for example, by passing resolutions or decisions, by accepting spatial management
studies and plans), and they can actively participate in business (e.g. by conducting economic
activity, making investments or selling own property). The indirect impact can consist of forming the
environment in which businesses are conducted (e.g. tax rates, contracts, agreements).

The research completed by W. Karaszewski et al. (2016) in four provinces in Poland, among
representatives of companies with a share of foreign capital and local governments, suggests that
there is a constant need for local authorities to undertake more vigorous actions in order to improve
the conditions for conducting business. It is important to notice and to come forward to meet the
needs of existing and potential investors, willing to localise and conduct business companies in a
given municipality.

For local governments to be able to influence the social and economic development of their local
communities, they need to be equipped with proper instruments. These tools should be adjusted to
two types of tasks. First, they should enable local authorities to identify the problems appearing in
the territory of their administrative units, to analyse internal and external development conditions,
and to programme the directions and methods to carry out specific operations. Secondly, the local
governments need tools to implement the decisions and programmes they have prepared, through
the accomplishment of their strategic goals and inclusion of social and economic subjects in their
implementation (Potoczek A., 2012; Marks-Bielska R., 2017).

An approach among economists to determinants of local development and their role in the course
of processes occurring in territorial units has been evolving. More and more attention is being paid
to the increasing role of internal conditions. Views over what development factors are universal begin
to converge. These factors are classified, for example, according to needs of residents and economic
entities, resources and assets of a local environment, development and management of
infrastructure, economic, technical, human resources and scientific potential, cultural and industrial
traditions, activity of the local community, as well as institutional resources. Factors which exert
influence on present and future possibilities of the development in a given area can be divided
according to various criteria. Considering how they affect development, positive and negative factors
can be distinguished. When taking into account possible localisation of companies, factors fall into
‘hard’ and ‘soft’ ones. Finally, the origin of factors can be considered giving rise to a division into
external (exogenous) and internal (endogenous) circumstances.

Being able to correctly identify the economic functions of a given area, its identity and efficiency
in a decision-making process will help us achieve goals established in development processes. In the
formation of rural development processes, it is believed that special attention ought to be paid to
local resources; another recommendation is to involve local residents (including entrepreneurs) in
the process of developing their municipality. Such an approach can reinforce the factors that affect
the level of competitiveness of local government units, mostly supporting entrepreneurship, creating
a positive image, making the localisation of new businesses an attractive option, creating a good
atmosphere for investment projects, enhancing the human capital, promoting natural values and
tourism, supporting investments which serve to diversify conducted businesses, as well as building
a system of institutions which respond properly to the functions they should perform.

This area calls for continuous research because the available data describing the local
governments in Poland prove that these institutions still do not perform their pro-development roles

satisfactorily. One immediate cause is the scale and type of transfers from the state’s central
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institutions. Changes which are desired would limit the state’s interference with the sphere of local
economy. This is manifested by limiting the role of the state as the owner of production resources,
employer and investor. The indirect influence of the state on local development processes is gradually
shifted towards having an indirect influence on decisions of local governments.

The objective of this study has been to identify the measures taken by authorities of rural
municipalities in order to create a friendly economic and social climate for the establishment and
development of business enterprises. The research consisted mainly of an analysis of primary data
gathered with a questionnaire designed by the authors and mailed to potential respondents in
2015/2016. The respondents were mayors (wojt) of all rural municipalities (gmina) in Poland (1565
units constituting the third-tier local governments, i.e. the lowest level in Poland’s administrative
division). In total, 770 respondents returned fully and correctly completed questionnaires, which
corresponded to the return rate of 49.2 % (an error of answers from the sample thus obtained
equalled 3 %). A chi-square test was applied to verify whether the spatial distribution of
municipalities in the achieved sample (relative to the highest administrative division into provinces)
was significantly different from the distribution in the whole population. The chi? statistics reached a
value of 7.25 (p=0.950), which proved the lack of statistically significant differences between the
observed distribution (present in the sample) and the expected distribution (present in the
population).

The research aim was attained by verifying the hypothesis stating that authorities of rural
municipalities in which the highest increase in the number of business entities between 2009 and
2018 was noted would demonstrate higher activity in the field of creating suitable conditions for
starting and conducting business. The indicator AE; (an increase in the number of companies in a
municipality between 2009 and 2018) served to identify the above group of municipalities, while the
process of separation into several groups proceeded through two stages. First, the so-called
outstanding cases (i.e. satisfying the condition Xods<2.5Q1-1.5Q3 and Xods>2.5Q3-1.5Q1)* were
excluded from the group,as these were considered to represent groups with either a very high or
very low intensity of the analysed trait; afterwards, the remaining municipalities were divided into
three classes, according to the determined range (R) and value of the division parameter (k?).
Consequently, the group of 770 municipalities was divided into four separate sets, composed of
different number of units, and characterised by different intensity of the indicator AE;; group I -
municipalities with extremely high (compared to the whole sample) values ofAE;; group II -
municipalities with high values of AE;; group III - with medium values of AE;; and group IV - with

the lowest values of AE;.

Research results and discussion
The analysed sample of rural municipalities showed differences in terms of an increase in the

number of business enterprises between 2008 and 2018. Nearly half (48.7 %) fell into the group
with the lowest values of AE;, and in 25 of these the difference between the base and the final year
was negative. The second most numerous group was composed of municipalities with moderate
(i.e. 115 entities on average) increase in the number of business companies (33.6 %). The remaining
municipalities presented either a high or a low value of the analysed indicator, and their share in the

total sample was 8.7 % and 9.0 %, respectively. The basic statistics describing particular groups of

1 Q1 and Qs stand for the first and third quatrile(https://www.statystyka-zadania.pl/obserwacje-nietypoweodstajace/, access: 9.11.2018).
2 The division parameter k was determined according to the equation: k = R/w, where w is the number of groups (Kukuta K., 2015).
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municipalities distinguished with respect to a rise in the number of companies between 2009

and 2018 are set in Table 1.

Table 1
Descriptive statistics concerning the increase in the number of companies
between 2009 and 2018, according to the distinguished groups
Specification N x min max SD \' s K
Group I 69 550.19 305 2095 310.74 56.48 2.65 8.99
Group II 67 228.51 183 290 34.30 15.01 0.41 -1.21
Group III 259 115.22 76 181 29.58 25.68 0.50 -0.90
Group IV 375 39.06 -112 75 24.43 62.55 -1.00 3.03

Note: N - number of units in the group, * - mean; min - minimum value; max - maximum value; SD - standard deviation; V
- variability coefficient; S — skewness coefficient; K — coefficient of kurtosis
Source: the authors’ calculations based on data from the Local Data Bank

Regardless of which group their municipality was classified into, according to this research, most
respondents (92.9 %) declared supporting entrepreneurship actively, both by creating conditions
conducive to setting up new businesses and by helping existing companies to conduct and develop
their business activity. The support given to entrepreneurs willing to start business consisted mostly
of a pro-active approach of officials and local communities (19.8 % of total answers), and it was
more often observed among municipalities in groups I (where this response was selected by 75.4 %
of respondents) and II (88.1 %) than in groups III (71.0 %) and IV (72.3 %). Other popular
instruments included: assistance in finding land parcels or premises for locating a company (13.6 %
of total answers), and improved technical infrastructure in the municipality (12.9 %). Among the
municipalities with a more intensive rise in the number of companies (groups I and II), the second
most frequent reply referred to the assistance in finding some land or premises (this option was
indicated by 58.0 % and 56.7 % of the respondents, respectively), while the third most often
selected answer was the improved technical infrastructure (46.4 % - group I, 55.2 % - group II).
Among the municipalities with the lower values of AE;, the order in which these instruments were
indicated was reverse - improvement of infrastructure was indicated by 50.2 % of the respondents
in group III and 50.1 % in group IV (second place), while assistance in finding a land parcel or
premises to set up a company was chosen by 45.2 % of the respondents in group III and 46.4 % in
group IV (third place). A similar set of instruments was used by local authorities to support existing
companies. Also here, the highest percentage of indications (20.2 %) was gained by the friendly
approach of officials and local communities to entrepreneurs, with the betterment of overall
infrastructure being the second most popular response (15.0 %). Differences which appeared
between the groups concerned the order of actions, which was implied by the frequency of specific
indications. Respondents from the municipalities where the number of companies increased between
the years 2009 and 2018 the highest (group I) most often pointed to the development of technical
infrastructure as a tool of support to operating companies (59.4 %), while the second most frequent
answer was the friendly approach of the authorities and local communities (55.1 %). In turn, the
respondents representing municipalities with the smallest increase in the humber of companies over
the analysed period most often pointed to the modernisation of technical infrastructure, followed by
the friendly attitude of the administration and local population (55.1 %). Finally, the respondents
from the municipalities where the number of companies either increased the least or even decreased
in the analysed decade concentrated first on the attitude of officials and residents (58.9 %) and next

on technical infrastructure (40.8 %).
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Creating a climate conducive toentrepreneurial activity does not need to be the responsibility of
local authorities alone. In search of a synergistic effect, they can undertake actions in collaboration
with other institutions located in or outside their municipality, and engage entrepreneurs in efforts
to shape conditions favourable to the growth of business.

This research shows that the local councils in most municipalities collaborated with other entities,

although unfortunately such collaboration was not very common (tab. 2).

Table 2

Does your municipality collaborate with other institutions in order to create
optimal conditions for conducting business? Structure of responses ( %)

Yes, but we rarely Yes, there are a few Yes, we have constant
. ! . institutions with collaboration with a

Specification No collaborate with which we collaborate wide range of

others PR

regularly institutions

Group I 21.2 48.5 24.2 6.1
Group II 17.9 38.8 34.3 9.0
Group III 26.6 45.2 23.9 4.2
Group IV 35.8 41.2 21.4 1.6

Source: the authors’ calculations based on questionnaire survey

Among the institutions engaged by local authorities in the process of creating optimal conditions
for conducting business, three were most often indicated, i.e. the Starost’s Office (the second-tier
local government in Poland; starostwo powiatowe) (20.3 % of total answers), the Marshal’s Office
(the first-tier local government; Urzgd Marszatkowski) (17.5 %) and other municipalities in Poland
(12.2 %). Similar networks of cooperation have been built by local governments in all groups of
municipalities distinguished with respect to the value of AE;, and differences which appeared among
them concerned only the frequency of indications. Respondents from groups I and II chose the
Starost’s Office and other municipalities much more often than those from groups III and IV. The
percentages of indications for the former were: 56.5 % and 61.2 % (groups I and II), and 48.6 %
and 49.9 % (groups III and IV), while collaboration with other municipalities was chosen by 40.6 %
and 46.3 % (groups I and II) and 30.1 % and 26.4 % (groups III and IV). The Marshal’s Office was
most often indicated by municipalities in the group with a high rise in the value of AE; (group II)
(59.7 %), and least frequently in the set of municipalities with a moderate increase in AE; (40.9 %).

Among the activities aiming to create optimal conditions for entrepreneurial activity which the
local authorities undertook in collaboration with others, the following were indicated most often:
promotion and exchange of information (22.4 % of total answers), organisation of cultural and sports
events (20.4 %), implementation of projects with EU funding (18.5 %), investments into
technical/social infrastructure (17.2 %) and municipal services (11.2 %). These activities were
indicated in the same order (although with some differences in the frequency of indications) in all
groups except the first one (Tab. 3).

As mentioned before, activities directed at the creation of a suitable climate for the development
of business in a municipality should involve local entrepreneurs as well. An advantage of the inclusive
approach is that undertaken activities can be adjusted to specific needs of direct recipients.
Unfortunately, the survey showed that nearly % of the local governments in municipalities did not
take advantage of such a solution. Moreover, the percentage of municipalities which did not
collaborate with business companies in this capacity was higher in the groups with lower values of
the indicator AE; (Tab. 4).
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Table 3

Tasks performed in collaboration with others to create optimal conditions for
conducting business in a municipality (in %)

Group I Group II Group III Group IV
Task %* task %* task %* task %*
Promotion and Promotion and Promotion and 52 Promotion and
exchange of 59.4 exchange of 64.2 exchange of 1' exchange of 44.8
information information information information
Infrastructural Organisation of Organisation of 44, Organisation of
. 50.7 61.2 43.2
investments events events 0 events
Organisation of 50.7 Implementation 53.7 Implementation 41. Implementation 39.2
events ' of EU projects ' of EU projects 7 of EU projects ’
Provision of
municipal 43.5 Ir_]frastructural 493 Ir_n‘rastructural 39. Ir_1frastructura| 33.6
. investments investments 8 investments

services
Implementatio Organisation of Organisation of 22. Organisation of

N 42.0 32.8 22.4
n of EU projects events events 4 events

* - percent derived from the number of indications relative the number of units in the set
Source: the authors’ calculations based on the questionnaire survey
Table 4

Does the municipality undertake activities to increase the participation of
entrepreneurs in creating friendly environment for the development of
business? Structure of answers (in %).

Specification No A B C
Group I 12.9 81.4 5.7 0.0
Group II 15.3 73.6 6.9 4.2
Group III 24.5 72.0 3.4 0.0
Group 1V 27.7 70.5 1.9 0.0

A-yes, we make efforts to find out opinions of entrepreneurs and inform them about the most important activities undertaken
in the municipality; B — yes, our collaboration with entrepreneurs is based on their regular, planned participation in tasks
undertaken together with the municipality, C - yes, we have developed and implemented mechanisms and forms of
collaboration with entrepreneurs as a formal group of advisors, which leads to their active, planned and regular participation in
most tasks undertaken together with the municipality
Source: the authors’ calculations based on the questionnaire survey

In the range of activities performed by local authorities with the aim of increasing the participation
of entrepreneurs in the creation of friendly environment for developing business, the following came
to the fore: inviting entrepreneurs to participate in sessions of the local council (23.9 % of the total
indications), exchange of information on the needs of the local labour market (20.3 %), encouraging
entrepreneurs to collaborate in economic and social projects (19.3 %), as well as meetings of
councillors and municipal officials to discuss problems encountered by entrepreneurs (17.9 %).Our
analysis of the responses according to the groups of municipalities showed a large diversity in the
selected activities in all the groups, except groups III and IV, where the preferences were nearly
identical, although in group IV the most frequently indicated activity was to invite entrepreneurs to
sessions of the local council (41.9 %) Tab. 5).

The research was concluded by forming a subjective assessment of the activities by local
authorities, performed both individually and in collaboration with other institutions or with
entrepreneurs.: In each of the three cases (1. individual undertakings, 2. implemented in

collaboration, and 3. involving entrepreneurs), most respondents were of the opinion that the

IRespondents assessed the effectiveness of activities on a four-point scale of preferences, where: certainly yes = 3 points, yes = 2 points, no = 1
point, certainly no = 0 points. The points served to build the indicator W (W=(Zniwi)/kN, where: i-index of assessment, n-number of indications of a
given factor on the i place; k-maximum assessment on a 0 to k scale; N-number of respondents who answered the question; wi-
assessment corresponding to the place of factor /) informing what share of the maximum number of points which could be scored the
respondents assigned to a given answer (Karaszewski W., Sudot S., 1997).
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measures they took contributed to the creation of optimal conditions for conducting entrepreneurial
activity. The highest (W=0.59) effectiveness was assigned to activities implemented by the local
governments individually, and this evaluation emerged from both the total analysis and separated
into the four groups of municipalities. Moreover, in each of the three areas of activities performed by
local authorities, the value of W index was seen to decrease parallel to the decreasing value of AE;.
This means that respondents from the municipalities where the increase in the humber of economic
entities between 2009 and 2018 was high or very high assessed the achieved effects better than
respondents from the municipalities classified to group IV.

Table 5
Activities undertaken by local authorities in order to increase the
participation of entrepreneurs in the creation of friendly environment for the
development of business (in %).
Group I Group II Group III Group IV
Task % * task O * task % * task %*
Meetings with ggé';f’g;adtw” in Invitations to Invitations to
councillors and 39.1 economic 52.2 | sessions of the 37.5 | sessions of the 41.9
municipal officials . local council local council
projects
Invitations to Invitations to iEriégtjr?wnagt?ogf iﬁgrr‘;nagt?ogf
sessions of the 36.2 | sessions of the 49.3 about labour 35.5 about labour 32.0
local council local council
market market
Exchange of Meetings with Collaboration in Collaboration in
information about | 36.2 | councillorsand 1,5 5 | social and 35,4 | Social and 28.0
labour market municipal economic economic
officials projects projects
Collaboration in Exchange of Meetings with Meetings with
social and information councillors and councillors and
economic 30.4 about labour 41.8 municipal 31.3 municipal 25.9
projects market officials officials

* - percent derived from the number of indications relative to the total number of units in the set
Source: the authors’ calculations based on the questionnaire survey

Conclusions
The social and economic environment as well as the spatial circumstances specific to rural areas

are different from these which prevail in urban areas. The rural setting is in many aspects much more
challenging for conducting and developing business activity.

Municipal authorities which particularly care about the development of local entrepreneurship are
open to all economic initiatives, provide friendly climate and professional service to investors, and
support the entrepreneurs who conduct their business in the municipality. The policy of the local
authorities regarding the acquisition of investors takes into consideration these elements which their
municipality comprises (either natural assets or specific solutions that have been implemented) as
well as such components that can be created or improved (e.g. infrastructure, taxation policy, quality
and efficiency of customer service in offices, cooperation between the authorities and investors).

Entrepreneurship can lead to an enhanced quality of life, and it can help local residents to satisfy
their expectations and achieve their aspirations more completely. To a large extent, the development
of entrepreneurship ensures the wealth of a local community. And as local inhabitants increase their
wealth, the local governments find it easier to implement the tasks they are delegated with. Taking
care of local entrepreneurship and creating suitable conditions for the development of economic
activity are examples of particularly significant challenges that local authorities are expected to

respond to.
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This research was directed towards verifying the hypothesis assuming that local authorities in the
rural municipalities where between the years 2009 and 2018 the increase in the number of business
companies was the highest demonstrated higher activity in the scope of creating favourable
conditions for starting and conducting business. Our analysis of the collected empirical material
provided evidence which confirmed the assumed hypothesis. This was particularly evident when
reviewing responses to the question about collaboration with other subjects and the one concerning

increased participation of entrepreneurs in the creation of a proper climate for developing business.

’

In both cases, the percentage of answers ‘the municipality does not undertake such activities
increased considerably as the value of the index AE; decreased. A similar finding emerged from our
analysis of the self-assessment by local authorities of effects of undertaken activities, where a
decreasing number of businesses between 2009 and 2018 was accompanied by a lower value of the
index W.
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RURAL DEVELOPMENT IN EUROPEAN UNION POLICY
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Abstract. When in 1958, under the Treaty of Rome, the Common Market was established, agriculture of the six
founding member states was strongly influenced by state interventionism. In order to include agricultural
production in the free movement of goods, while maintaining public interventionism in the agricultural sector,
national intervention mechanisms incompatible with the free movement principle had to be abolished and
transferred to the Community level. Actions in this direction led to defining the objectives of the Common
Agricultural Policy (CAP) as the first common policy established in the framework of the European Economic
Community. Over time, it turned out that market mechanisms are far from sufficient and should be supplemented
by structural instruments pertaining to the need for rural development. The aim of the European Union’s rural
development policy, which is the second pillar of the CAP, is to support the rural areas of the EU and to meet
numerous economic, environmental and societal challenges. Its greater flexibility (compared to Pillar I) enables
regional, national and local authorities to develop their own rural development programmes based on European
mechanisms. In contrast to Pillar I, which is financed wholly by the EU, programmes under Pillar II are co-financed
from EU funds and national, regional or local funds. The purpose of this article is to analyse the fundamental
determinants of the rural development policy, its increasing role in the EU's economic strategy and the prospects
for its further functioning. While preparing the text was used a method of critical reference to the literature of
the subject of research, as well as a method of analyzing secondary sources, including studies describing
substantive issues concerning the broadly understood agricultural policy of the European Union.

Key words: Common Agricultural Policy, rural areas, Multiannual Financial Framework, EU budget.

JEL code: 013, Q18.

The shaping of the EU’ Common Agricultural Policy
The year 1962 is considered to be the beginning of the Common Agricultural Policy (CAP) of the

European Economic Community (the EU’s predecessor), created five years prior to that. Its
fundamental objective was to provide the citizens of the Member States with affordable food while
ensuring decent remuneration for farmers and thus an adequate standard of living. An important
premise of the actions taken was the need to maintain food self-sufficiency, which was the aftermath
of serious shortages of agricultural products after the end of World War II.

Among the first decisions were the introduction of a common pricing policy and a common
organisation of agricultural markets as well as the launching of a support mechanism for agricultural
incomes through guaranteed prices. The original objectives of the CAP were quickly achieved, which
was viewed as evidence of its effectiveness; however, a phenomenon appeared, namely the
increasing overproduction. Farms were becoming increasingly efficient, so that they began producing
more food than actually needed. The surpluses were stored in warehouses, whose capacities soon
proved insufficient. A wide array of measures was then introduced to better adjust production levels
to market needs.

In the process of CAP evolution, a major breakthrough was the so-called MacSharry reform,
implemented in the years 1992-1996. It consisted, inter alia, in the gradual lowering of intervention
prices for certain agricultural products (mainly grain and beef) and in the introduction of
compensatory payments for farmers. These payments were to compensate them for income losses
resulting from the reductions in agricultural prices. Obtaining the aforementioned subsidies depended
on the reduction of the crop areas and decreasing the intensity of animal production. The
compensatory payments were later referred to as direct payments. For the first time, so-called
accompanying measures were introduced, where the EU financed 50-75 % (depending on the region)
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of the costs of programmes aimed at: afforestation, encouraging farmers to use production methods
that protect the environment and the quality of rural areas as well as supporting the transition of
farmers to early retirement and the transfer of farms to improve the agrarian structure (Komisja
Europejska, 2014).

As part of the 1999 reform, the intervention buying-in prices for grain, beef, powdered milk,
butter was reduced, and the scope of intervention in the beef market was limited. Farmers were
compensated for the cuts in the intervention prices by increasing direct payments. As a result, the
range of aid instruments for farmers in less-favoured regions was expanded and the need to support
rural development was emphasised. In June 2003, the next reform of the CAP, defined as a
fundamental one and aimed at increasing the competitiveness of Community agriculture as well as
improving the quality of food, was agreed upon by the agriculture ministers of EU countries in
Luxembourg. The provisions of the Council of the EU of 26 June 2003 determined the shape of the
CAP in the years 2007-2013. The basic elements of the reform were: the separation of direct
payments from actual production (decoupling); linking direct payments with the obligation to meet
certain standards related to environmental protection, plant and animal health and good treatment
of animals (cross-compliance); the reduction of the scale of direct payments for farms (so-called
modulation) and the allocation of resources thus obtained for rural development; the introduction of
the mechanism of the so-called financial discipline, consisting in the reduction of direct payments in
the event of exceeding the CAP spending ceiling; a further increase in the scope and level of support
for rural development (Hardt, 2003).

The CAP is the first of the common EU policies that is financed entirely from its budget. It was
recognised that achieving a common goal would be more effective if the resources from the budget
were mobilised than if the individual Member States acted on their own. This was supported by the
existence of a single and constantly developing European market of agricultural products, where
farmers can be guaranteed fair conditions of competition on the EU internal market (thanks to a
common approach to supporting agriculture), and (based on the regulations of the customs union)

on global markets.

New challenges facing the CAP
As early as in the 1970s, the conviction that agriculture cannot be reduced to the productive

sphere only, i.e. the commercial one, and that it fulfils important sociocultural and environmental
functions, began to solidify. This point of view resulted, inter alia, from such phenomena as the
growing problem of depopulation and marginalization of large rural areas, a decline in
competitiveness compared to urban centres or natural environment degradation. This made it
necessary to undertake multidirectional actions to improve the social and technical infrastructure, to
create non-agricultural employment opportunities and to maintain high-quality natural resources in
rural areas. The importance of this problem is evidenced by the fact that over half of the population
of EU member states live in rural areas, which cover 90 % of its territory (in Poland, rural areas
constitute 93.1 % of the territory of the country, which is inhabited by 39.2 % of the total
population). Agriculture and forestry are still of key importance in the field of land use and natural
resource management in rural areas in the EU, and also serve as a platform enabling the
diversification of the economy in rural communities. The necessity of strengthening the EU rural
development policy became a general priority of the European Union, which was clearly expressed
in the conclusions of the European Council in June 2001: ‘In recent years, the European agricultural
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policy has put less emphasis on market mechanisms and, thanks to the use of targeted support
measures, it has become more geared towards satisfying the growing needs of the general public in
terms of food safety and quality, product differentiation, animal welfare, environmental quality as
well as nature and landscape protection '(Polityka UE, 2008).

The EU has not yet developed a definition of rural areas that could become not only the basis for
theoretical analyses but also the starting point for formulating a coherent concept of their
development. The standards found in the Council Decision of 20 February 2006 on the Community
strategic guidelines for rural development for the period 2007-2013 (Decyzja Rady, 2006) can be
regarded as the most useful. The areas where the rural population exceeds 50 % or those inhabited
by less than 150 people/km2 are considered rural areas. A significant classification proposed by the
OECD is worth mentioning; it divides regions into:

1) predominantly rural regions, where over 50 % of inhabitants live in administrative units with
population density less than 150 people/km2,

2) significantly rural regions, where the share of population inhabiting administrative units with
population density lower than 150 people/km?2 is between 15 % and 50 % (Wieliczko, 2006),

3) predominantly urban regions, where the rural community constitutes less than 15 %.

A simplified definition has been adopted in the Rural Development Programme prepared by the
European Commission and the Ministry of Agriculture and Rural Development of the Republic of
Poland for the years 2014-2020: ‘rural areas are terrains located outside the city administrative

boundaries, i.e. rural communes or rural parts of urban-rural communes’ (PROW, 2018).

Pillar II of the EU’s Common Agricultural Policy
Agenda 2000 was of key importance in the EU discussion on the need for rural development. Its

adoption was directly related to the prospect of accession for eight countries located in the Central
and Eastern Europe region as well as Cyprus and Malta (Oleszko-Kurzyna, 2010). The lower level of
development of the agricultural sector and rural areas in these countries posed new challenges to
the EU. It was not only about the budgetary production support, but also about non-productive
functions performed by agriculture, i.e. those with regard to culture, the landscape etc. Civilisational
changes altered European countryside, which became not only a place for agricultural production but
also for living or non-agricultural business activities. Increasing attention was paid to actions for the
protection of the natural environment, food security, animal welfare or so-called multifunctional and
sustainable agriculture.

The main contribution of Agenda 2000 was the extension of the impact of the CAP with the Pillar
II, which included structural measures for the multifunctionality of agriculture and for rural
development (Drugi filar WPR, 2019). In addition to the support for agri-environmental and
afforestation activities or structural retirement schemes, assistance in, among other things,
modernising farms, diversification into non-agricultural activities, adjusting farms to EU
environmental standards or improving infrastructure in rural areas, was provided. Since that time,
the CAP has ceased to be a typical sectoral policy, aimed solely at the development of agriculture,
and it has become an integrated policy for rural development (agro rural policy).

As part of the division of tasks concerning the management of individual rural development
programmes between the European Commission and the Member States, the latter designate a
managing authority, an accredited paying agency and a certification body. Additionally, they provide

and disseminate information on operations subject to co-financing. Each country establishes a
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monitoring committee that ensures the effective implementation of the programme, while the
authority which manages a given programme submits an annual report on its implementation to the
Commission.

The reform of the CAP has been forced by contemporary challenges, which include food security,
climate change, sustainable economic growth and creating employment opportunities in rural areas.
It is also better adjusted to the expectations of the people: direct payments will be more fair and
environment-friendly. Farmers will have a stronger position in the food supply chain, and the new
CAP will be more targeted, efficient and transparent. It should also be mentioned that the new CAP
supports market-oriented agriculture (for example, without export subsidies, which have been
withdrawn in recent years). In 2011, agricultural products accounted for as much as 7 % of EU
exports, which is equivalent to the amount exceeding EUR 100 billion - more than cars or
pharmaceutical products. The CAP is, therefore, an important factor that promotes employment as
well as smart and sustainable economic growth that prevents social exclusion. For 50 years, the CAP
has become a truly European policy of strategic importance and, what is more, it is a genuinely
Community policy.

The Rural Development Programme within the MFF 2014-2020 consists of 16 measures, most of
which have been divided into sub-measures. It is worth briefly presenting a few of them (PROW,
2018).

Measure: ‘Knowledge transfer and information actions’ - two sub-measures: ‘Vocational training
and skills acquisition” and ‘Demonstrations and information activities’ (beneficiaries: public advisory
entities, scientific institutions and universities, agricultural and forestry-related schools as well as
entities conducting training activities; aimed at out-of-school education of agricultural producers and
rural inhabitants, mainly through courses and training which raise the level of knowledge and
promote innovations in the field of agriculture and forestry),

Measure: 'Quality schemes for agricultural products and foodstuffs’ - two sub-measures:
‘Support for new participants of food quality schemes’ and ‘Support for carrying out information and
promotional activities’. The objective: introducing high-quality agricultural products and foodstuffs
to the market (beneficiaries: a farmer or an entity created by at least two producers of agricultural
products or foodstuffs, who work under quality schemes),

Measure: 'Investments in physical assets’ — three sub-measures: ‘Modernisation of agricultural
holdings’ (the objective: development of cow milk, beef cattle and piglets production and also
operations focused on new innovative technologies, increasing the production scale and improving
production quality); the sub-measure ‘Processing and marketing of agricultural products’ (the
objective: processing and placing agricultural products on the market at the level of wholesale trade
- the beneficiary: an entity with a registered activity in the field of processing or placing agricultural
products on the market, which runs a micro, small or medium sized enterprise, or either a farmer or
a farm household member subject to full social insurance for farmers); the sub-measure ‘Land
consolidation’ (the objective: improvement in the area structure of agricultural holdings and forest
land),

Measure: 'Restoring agricultural production potential damaged by natural disasters and
introduction of appropriate prevention actions’ — two sub-measures: ‘Support for investment in
preventive measures to limit the effects of probable natural disasters, adverse climatic events and
catastrophic events’ (support for investments that prevent damage caused to agricultural holdings

by flood or heavy rainstorm) and the sub-measure ‘Support for investments in the restoration of
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agricultural land and restoring agricultural production potential damaged by natural disasters,
adverse climatic events and catastrophes’ (support for investments that restore the production
potential damaged by natural disasters),

Measure: '‘Development of farms and economic activity’ - five sub-measures: ‘Bonuses for young
farmers’ (the beneficiary: a person aged 40 or under, with agricultural qualifications, who commences
an agricultural activity for the first time or runs a farm No longer than 12 months before submitting
the application); the sub-measure ‘Restructuring small farms’ (the objective: improvement in
competitiveness and increasing profitability of small farms through an increase in the economic size
of the farm, resulting mainly from the change in the profile of agricultural production); the sub-
measure ‘Bonuses for starting up non-agricultural activities’ (the objective: diversification of activities
in rural areas); the sub-measure ‘Development of entrepreneurship — development of agricultural
services’ (the objective: creating conditions for competitive and modern agriculture and for the
diversification of economic activity in rural areas, thus contributing to sustainable socio-economic
development of rural areas); the sub-measure ‘Payments for farmers transferring small farms’ (the
objective: a permanent transfer of the farm to another farmer),

Measure: 'Basic services and village renewal in rural areas’ - three sub-measures (the objective:
improving living conditions in rural areas by providing access to basic services, including technical
and cultural infrastructure, for people inhabiting rural areas, and supporting local development); the
sub-measure ‘Support for investments in the creation, improvement or expansion of all types of small
scale infrastructure, including investments in renewable energy and energy saving’; the sub-measure
‘Studies and investments associated with the maintenance, restoration and upgrading of the cultural
and natural heritage of villages’ (operations related to preservation of monuments and traditional
architecture); the sub-measure: ‘Support for investments in the setting-up, improvement or
expansion of basic local services for the rural population, including leisure and culture, and the related
infrastructure’ (investing in recreation and cultural facilities and the related infrastructure, as well as
operations associated with investments in marketplaces or building structures for the promotion of
local products and services),

Measure: ‘'Agri-environment-climat’ (the objectives: sustainable fertilizer management, soil
erosion prevention, soil and water protection, preservation and protection of valuable natural habitats
and endangered plant and animal species, protection of endangered genetic resources of crops and
farm animals as well as landscape diversity protection),

Measure: 'Organic farming’ (the objective: restoring, protecting and enriching ecosystems

associated with agriculture and forestry, preventing soil erosion and improving soil management).

Financing the Rural Development Programme
The second pillar of the CAP is financed mainly from the budget of the European Agricultural Fund

for Rural Development (EAFRD), which was established by Council Regulation (EC) No 1698/2005
(6). It aims to improve the effectiveness of measures under the rural development policy and to
simplify its implementation. It makes it possible to improve the management and control of the rural
development policy during the MFF 2007-2013. The regulation defined the general principles of
Community support for rural development financed by the EAFRD. It also determined the objectives
of the rural development policy, stressing that it should contribute to:

e increasing the competitiveness of the agricultural and forestry sectors,

e improving the natural environment and landscape,
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e improving the quality of life in rural areas and increasing support for diversification of economic
activity.

The EAFRD budget amounted to EUR 96.3 billion under the MFF 2007-2013, i.e. 20 % of the funds
allocated to the CAP in this period. The fund is used by all EU countries in proportion to the position
of the agricultural sector in their economies and existing needs. In the MFF 2014-2020, the fund has
a comparable amount of EUR 99.6 billion, which is supplemented by EUR 61 billion from public funds
of the Member States (the so-called own contribution). The largest beneficiaries of these funds are
(in billion EUR): France (11.4), Italy (10.4), Germany (9.4), Poland (8.7), Spain (8.3) and Romania
(8.1) (Commission, 2015).

The share of the CAP in the MFF 2014-2020 is distributed as follows: EUR 312.7 billion (29 %) is
earmarked for market-related expenditures and direct aids (Pillar I), and EUR 95.6 billion (9 %) for
rural development (Pillar II). Essentially, we are dealing here with two parallel phenomena: a
decrease in the share of expenditures allocated for financing the CAP (currently 38 %, while in the
early 1980s almost 70 %), and simultaneously a slow increase in funds directed to the
implementation of the second pillar of the CAP (Skulimowska, 2013, EU agriculture, 2015).

Being the largest net beneficiary, Poland received a total of EUR 147.6 billion from the EU budget,
of which EUR 92.5 billion for the cohesion policy and 47.6 billion for the agricultural sector in the
years 2004-2018. The distribution of funds within the agricultural sector was as follows: Pillar I -
EUR 30.2 billion, and Pillar II — EUR 17.4 billion.

Conclusions
In EU policy, the agricultural sector has played a significant role from the beginning. As part of

successive reforms, increasing attention was paid to establishing the second pillar in the form of a
rural development policy. Strengthening of this pillar within the CAP is inevitable in the face of the
intra-EU and global challenges. The need for further complementing of the rural development policy
after 2020 is confirmed, for example, by the recommendations specified in 2017 in the Cork 2.0
declaration. Much space has been devoted there to the needs for sustainable development, protection
of natural resources and ensuring generational renewal. Moreover, a humber of new priorities have
been identified, with a particular focus on value chains in rural areas in the fields of clean energy,

the emerging bioeconomy sector as well as the circular economy or ecotourism.
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Abstract. In recent years, more and more scientists and society have been discussing the competitiveness of
work remuneration and social security, which has a significant impact on the well-being of local people. Every
country has a social security system that largely depends on the social and economic situation as well as on the
social policy implemented in the country. The research hypothesis: it is possible to identify and group factors
impacting work remuneration in social protection. The research aim is to study the factors impacting work
remuneration in the context of social protection in Latvia. The research results confirm that the factors influencing
the level of wages may be divided into macroeconomic, microeconomic and personal individual factors. Low work
remuneration indicates on lower welfare and social protection of the population. The research includes a
population survey carried out in Latgale region, since the average monthly gross salary is lower in this region
compared with the other statistical regions of Latvia. The population survey data show that the most important
personal individual factors influencing work remuneration are the position held and the level of education. The
workplace in an international or local company as well as the length of service are other important factors. The
lowest average rating of the population is given to other factors possibly impacting the level of work remuneration
such as age, gender, health and marital status.

Key words: work remuneration, social protection, impacting factors.

JEL code: 1310, ]380, F5, RO

Introduction
The capacity and sustainable development of the social security system, which protects individuals

in case of social risk and provides the disabled persons with the means of existence, play an important
role in ensuring public welfare.

Risks or needs that may cause the necessity for social protection are as follows: sickness / health
care; disability; age; loss of a provider; family / children; unemployment; housing; and social
exclusion not classified elsewhere. The basis of social security for the protection of population in case
of social risks and its main task is to reduce the incurred losses and their impact on the ability of
people to provide themselves with sufficient quality of life in a particular life situation (Sociala
aizsardziba, 2015).

Every country has a social security system that largely depends on the social and economic
situation as well as on the social policy implemented in the country. In Latvia, the social security
system includes the state social insurance, state social benefits, social assistance and social services.

Under the Law ,,On State Social Insurance” (1997), the purpose of the social insurance system is
to insure the risk of loss of earnings of a person or its dependents due to illness, disability, maternity,
unemployment, age, accident at work or occupational disease of a socially insured person as well as
additional expenses for the care of the child and the death of the socially insured person or its
dependents.

The social protection of a person is significantly influenced by the amount of the mandatory state
social insurance contributions paid from the income (work remuneration).

Several researchers like A.Grinfelde (2010), I.Latviete (2012), E.Volskis (2008) and organisations
such as Free Trade Union Confederation of Latvia (2011, 2014) have addressed social security and

1+ +Tel.:+37163024214 E-mail address: baiba.mistre@llu.lv
2 E-mail address: anda.zvaigzne@rta.lv
3 E-mail address: gunita.mazure@Ilu.lv
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social protection issues in Latvia. In addition, social security issues are addressed in several studies
by the Ministry of Welfare (Ministry of Welfare, 2019). I.Mietule (2012) and R.Liepina (2012) have
summarised the factors influencing wages and analysed the trends of wage changes by sectors and
regions in Latvia.
The research hypothesis: it is possible to identify and group factors impacting work remuneration
in social protection.
The research aim is to study the factors impacting work remuneration in the context of social
protection in Latvia.
The following tasks are subjected to the set aim:
1) to analyse the importance of work remuneration and factors related with it;
2) to assess the factors impacting work remuneration for the provision of social protection.
Research methods: monographic and descriptive methods, analysis and synthesis, graphic
method, statistical method (time-series analysis, data grouping, analysis of intersection tables etc.)
and sociological research methods - surveys of experts and population. The Affinity diagram is
applied to systematise the expert opinions.
The present research is based on various scientific publications, publicly available documents,

information available in databases and other sources.

Research results and discussion
1. Work remuneration and factors impacting it

Pursuant to the ,Labour Law” (2001), work remuneration is a regular pay for work payable to
an employee, and which includes wages and salaries and supplements specified by regulatory
enactments, the collective agreement or an employment contracts as well as bonuses and any other
types of payments related with work (Darba likums, 2001).

Work remuneration helps employees get the resources they need to meet their needs (Darba
algas un ..., 2006).

The amount of a person’s social guarantees (pensions, social insurance benefits) is significantly
influenced by the gross wage to personal insurance contributions and insurance period (length of
service).

The notions ,wage subject to insurance contributions” and ,insurance period” are more related
with the calculation of state pensions and social insurance benefits.

According to the Law ,On Maternity and Sickness Insurance” (1995), the wage subject to
insurance contributions is the income from which the state social insurance contributions have
been made.

Pursuant to the law ,On State Social Insurance” (1997), the employer has to calculate the
mandatory state social insurance contributions for each employee from the object of contributions