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Foreword

The international scientific conference AEconomic Science for Rural Development 0 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 201 9 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 ec onomics 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, en hance 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, re viewers, 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 Dev elopment
Latvia University of Life Sciences and Technologies
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CULINARY TOURISM AS AWAY TO USE THE POT  ENTIAL OF RURAL AREA S
THE CASE OF SWIETOKRZYSKIE PROVI NCE

Agata Balinska !, PhD habilitated; ~ Jan Zawadka 2, PhD
LZwarsaw University of Life Sciences I SGGW (WULS -SGGW) Faculty of Econ omic 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 consu mers? 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 for m 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. T hey 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 proc  essing 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. Anoth er 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

inh erent 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 aplace of food production - isnaturall y 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, t he term Aculinary tourism 0 covers trips aimed at exploring (Balinska A., 2016):
traditional, regional and national dishes,

culinary novelties,

products of famous chefs and confectioners,

= =4 -—a A

methods of manufacturing food products protected by EU legislation (P rotected Designation of

Origin, Protected  Geographical Indication and Traditional Speciality Guaranteed),

=

vegetables and fruits typical of a given region, and animal husbandry,

local, regional and national alcoholic beverages.

1 Corresponding author. Tel.: +48 22 59 34 1 55; e-mail address : agata_balinska@sggw.pl
2 Corresponding author. Tel.: +48 22 59 34 1 55; 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., Na dreau
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, Ahrough the culinary art and through the world o f smells and tastes, a tourist can
fully and profoundly get to know the culture 0 (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 com  prehensive 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 sel | 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 agricultur e, 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 als 0 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 w hich is the protection of traditio
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 1 864 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  Aspecial interest tourism 0 (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 aspe ctis 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
questionnaire 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 L

Research results and discussion
1. Characteristics of the research area

Swietokrzyskie Province is one of the 16 adm inistrative regions of Poland, located in the central
part of the country. It covers an area of 11.7 thousand km?2 and is inhabited by 1.25 million people.
The traditional cuisine of this area was not only influenced by natural and economic con ditions.

Swie tokrzyskie 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 re gion, (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 | - lll'in the sout  h-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 s mall 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 r at her extensive agriculture translated into regional
own crops and simple ingredients (potatoes, groats, mushrooms, flour).

Swietokrzyskie Province is an interesting tourist area. It is home to many tourist attrac tions, such
asthe AKrzyztopor o castle in Ujazd, the royal castle in Checiny, the town of Sandomierz rich in historic
sites, the monastery complex ASwiety Krzyz 0, the ethnographic park in Tokarnia, the fun and
miniature park  ASabat Krajno 0, the jurassic pa rk 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 accommoda tion facilities with minimum 10 beds was 248, whichis 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 sur vey 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
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%) and 147 men.

The age of respondents was diverse, althou gh young people - under 25 years of age - prevailed
(49.4 % of the sample).
Table 1
Respondentsd age by gender
Age groups
Gender 18 -25 26 -35 36 -45 46 -55 560

Women (N=175) 31.4 24.6 18.3 16.6 9.1

Men (N=147) 21.8 19.7 245 17.0 17.0
Source: authorsé research

Women predominated in the younger groups while men

the respondents had higher education (51

%). The remai

- in older groups ( Table 1). Over half of

(39 %) and basic vocational education as well as primary education (10

ning ones declared secondary education

%). The majority of

respondents lived in rural areas (39.8 %) and large cities - over 500,000 residents (19.9 %). The
vast majority (59.9 %) decla red 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 di  d not know the traditional and regional dishes of the Swietokrzyskie cuisine.

The others declared that they know: a soup called Azalewajka swietokrzyska 0, a popular candy

Acrowka opatowska 0 (a fudge), luncheon meats and other meat products as well as dishe s made of

potatoes ( Aprazoki 0 and Akugiel 6). 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 region al products
by respondents, on a scale of 1 -5, where 5 is the highest ( % )
Rating the scale (in % ) A
Factor/ Criterion ;’;;rfge
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 attribut es (appearance, smell, texture) 1.2 5.0 124 31.7 49.7 4.2
Uniqueness of the product / food (it cannot 43 90 14.0 28.0 247 4.0
be bought elsewhere)
Recommendation / opinions of other 90 10.6 233 376 197 35
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:

authorsod

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 ther  esearch 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 spee d 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, mus  eums,
festivals) and tourist infrastructure (visitor accommodation, food service facilities, agritourism farms,
horse farms and touris  t trails). People arriving at culinary events usually visit the region or receive
information about tourist attractions an d 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
festiv al), 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 cu lture, 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 Swi ntokrzyskie Province
Assessment Average
Factors 1 2 3 4 5 assessment

Opportunity to taste local dishes and regional 25 5.0 96 23.0 60.0 43
products
Opportunlty to buy products unavailable in other 34 78 15.0 35.4 385 4.0
regions of the country
Comblnatlon of the rgglon's cultural offer with the 21 75 161 33.2 41.0 4.0
culinary offer (attractiveness of the offer)
Wish to get to know the Swifto| ,g |55 | 170 | 264 | 435 4.0
(curiosity)
Wish to gain new experiences and skills in the 47 15.0 205 214 385 3.7
preparation of meals

Source: authorsd research

The main reason for participating in culinary events was the opportunity to taste local dishes

typical of the area. The least encouraging factor indi cated 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,

manufacture d 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 pr oducts 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 wit h 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

0,0 5,0 10,0 15,0 20,0 25,0 30,0 350 40,0 45,0
o,
%

Source: authorso6 research

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

Conclusions
1) Culinary tourismmay ¢ onstitute 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 perspectiv e for rural
residents. The benefits of its development are multidirectional, and the most important include:

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

facilities and agritourism farms

maintaining traditiona | rural settlement with its characteristic function, which is agriculture,

maintaining traditional crops and breeding, and thus maintaining biodiversity,

preservation and cultivation of traditional recipes,

prevention of rural depopulation and changes in t he agrarian structure,

= =4 -—a -—a -2

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 effect s 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 o pportunity 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. On e 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. Immigr ant 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 ch ance 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 mo re 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 t 0 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, rur al 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 sub ject 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 hon -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 functi onal 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 entrep reneurial
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 -entrep reneurs) 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), | taly (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 po pulation aging and population decline. Immigrant repopulation of the countryside is
oftenviewedas Ad e mo g r a p h d(tledbeegyarid Haandrikman, 2014) in the sense that new arrivals
can contribute to economic development and redevelopment with their skill s, 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 entrepr eneurs 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 opportunitie s, and, through the entrepreneurship processes, may help rebuild these
communities.  According to Chun and Watanbe (2012), the establishment of new businesses has a
positive inpuence on employment and wel fare in rural area

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 se ttled 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 agricu Itural entrepreneur in Sweden. Our two questions

are the following:

1 Why do immigrants become entrepreneurs in the agri -food sector in Sweden?
1 Which business values do immigrant entrepreneurs in the agri -food sector in Sweden support?
Methodology

We colle cted 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 aro se spontaneously (Gill et al., 2008).

We used purposeful sampling to select the respondent candidates (Patton, 2002). Because the
EU6s General Data Protection Regulation prohibited us frol
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 respc
previous work experience, and new work experience in the agri -food sector in Sweden. The interviews
focused on the respondent sod r efeodsectos and therbusmess veluesmogt t he agr i
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 m ore comfortable answering the questions in their first language (rather than

Swedish). The interviewer also took notes during the interviews. After the interviewers were

o

transcribed, content analysis was used to interpret the texts. For this paper, the res pondent s

(@)
=}

comments have been translated to English. Respondent s

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
respo ndents 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 particip ants 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 entr epreneurial 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 distri bution agreeswith Wi | | i ams and Krasniqi 6maleg 2017)
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 childr en.
Williams and Krasnigi 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 sheGnyonedent so
respondent hasa  AHigh o level of knowledge of Swedish; the others are fairly evenly divided between
ALowo (No knowledge of Swedish) and AMiddle 6 (basic knowledge of Swedish). Many researchers
have observed (e.g., Williams and Krasniqi, 2017; Y easmin, 2016; Zheng, 2017) tha
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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entrepreneu rial 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 offici al 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 t he 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 r unning 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 i f 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 s tudies have addressed this need (e.g., Lans
et al., 2010).

Entrepreneurship motivation

Table 2 presents the respondentsd statements and reasons fc
motivating factors can be summarized as follows: the lack of other emp loyment 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 fu II-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 produc e 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 dairie s, 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 inthe 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 e ntrepreneurs 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 m arket 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 d ifferentiation (Bhattacharyya, 2006; Kampen,
2011). They have also recognized the importance of Avalue creation, 0 in which new value is created

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

Table 1
Characteris tics of immigrant entrepreneur

v [roe [0 [ [P [ gl [ e [ S T80 [ & [ne-
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 Middl e
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 i fewer than 12 yea rs in school, Middle i 12 years in school, High - university study.
**Language ability: Low i only first language, Middle i basic knowledge in Swedish language, High i fluentin

Swedish or/and more languages.
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Table 2

ss description and motivating factors

Brief description of the business

lllustrative statements/or reasons for starting a business

Manufacturing of soft bread and fresh
pastries

A self -employed job is a good solution in a new country because
itishardto 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 countryds

Honey production

He has a honey production training course t hat 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 dondt want to stay at homewand
just to take aid from the government. We want to be
independenté We also want a bette

Manufacture of dairy products.

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

Selling flower and plants. Organizing
weddings and other events.

| could not find a job, and since | like working with flowers. |
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 countryé The

Mushroom production. Special kinds of
mushroom; Oyster mushroom.

| dm a farmer and | wanted to have
water sho rtage in Gotland [a major region], | thought it would
be a good idea to grow mushrooms.

much water as vegetables.

Cultivation of various Syrian vegetables.
Aquaponics project for kids.

I did not want to stay atl Ennomen an
agriculture engineer, and | have many business ideas.

Cultivation of various Syrian vegetables

| have experiences in the agricultural field, and | think that
business in the agriculture sector has a potential future... | want
to be independent an  d do not like to be an employee. 0

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

We do not want to be unemployment and live on financial
supportéwe could not get work bec
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 bus
Sweden who have been living here for a long time. They helped
us to start our business.

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

ral tourist village

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

Honey producing, exporting, and selling

| wanted to try the Swedi sh 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 r
food is delicious. There is a demand from t he 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 count ry.

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

AThe municipality provided me with some land that | could use
to grow and build greenhouses.

Grocery store

It was very difficult to find a job in the agriculture sector so |
preferr ed to have my own business.

I started to work as an employee,

Dairy production like to run my own businessél wor
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 | could
use.

Renovating an old farm and growing
vegetables.

A friend offered me a field to gr
experience.

Afarm w ith different kinds of vegetables:

zucchini, corn, beans, carrots. etc.

It is better to have your own business, compared to being
empl oyedé As an entrepreneur | h a
develop a better future.

Importing and selling Halal meat and
chicken.

Having your own company means you can develop opportunities
and new thingséThere is a big dem
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Conclusions and recommendations
1) Personal characteristics and entrepreneurship experience are factors that most influence

immigrant entrepre  neurship 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 countr yd6s cultural and food diversity

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 opport unities.

5) To support immigrant entrepreneurship, new government reforms and policies are needed.
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AGRICULTURAL ADVISOR Y SERVICES IN THE PROC  ESS OF SHAPING
ENTREPRENEURIAL ATTI  TUDES
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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 Developmentre garding
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, enha  ncing 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 mos t 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 pro ducts 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 civiliz ation 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 gro ups (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 individualand ¢ ollective 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  Aentrepreneurship can be treated as an attitude or as a process of
changes resulting from this attitude 0. 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 man ifests
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 appropri ate 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, cre ativity,
1 Corresponding author. Tel.: + 48 22 593 41 61. E -mail address: wioletta_bienkowska@sggw.pl.

2 Corre sponding author. Tel.: + 48 22 593 41 62. E -mail address: anna_parzonko@sggw.pl.

3 Corresponding author. Tel.: + 48 22 593 41 55. E -mail address: anna_sieczko@sggw.pl.
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independence/autonomy, problem -solving ability, need for achievement,
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
feature s 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). Undertak ing 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 im prove
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
mot ivation), 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 f oster 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 Away of life o 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 activit ies 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 th e 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 r ural 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 expectati ons 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 i mplemented 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 T 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 Stalf\'lfl:?,‘nr::)?g;efd Number of Number of
Centre (AAC) by staff employed as field fa_rms per one _train_ings
voivodeship by AAC advisors field advisor provided in 2017
Dolnoslaskie 239 189 (163) 343 1326
Kujawsko i 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 Developmen t 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 f  ield 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 al ternative
(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
gua lifications, 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 r esidents. 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 Ru  ral 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 qua lity 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 sell ing,

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) w as provided through various forms and methods, including: on -site and off -site
trainings, conferences, shows, contests, consultations and demonstrations.

Figure 1 showsthe numberofon  -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 atti tudes 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.

32

busi

n



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 29-36
DOI: 10.22616/ESRD.2019. 003

350 1 317 317

300 77 271

250 1

200 A

150 -

100 -

50 A

M on-site trainings M off-site trainings demonstrations

* priority actions have been marked accordingly A, B, C, Di E.

Source: Annual reports on the operations of Agricultural Advisory Ce ntres for 2017
Fig. 1. Number ofon  -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 product s 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 thr ough 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 a ctivities 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 tra de 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 fo  r 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 are a of socio-
economic lif e, 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

35132 consultations).

trainings were de

livered to approximately 5658

people and

Promotional activity related to the organization and functioning of agricultural producer groups

was carried

35132 consulta tions) and training (324

out

through  extensive

trainings for 5972

information

spreading

activities

(approximately

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 progra

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

ms and establishing contacts with other producer

Table 2
Forms and methods of advisory services provided in 2017 in the area of rural
entrepreneurship
Priority A B C E
Number of 271 215 212 317
o events
traini ng
Number of 3993 3285 3323 5116 5828
participants
Number of 11 9 7 10
events
conference
Number of 729 451 487 557
participants
Number of 63 20 24 7
off -site events
training
Number of 1860 997 221 144
participants
. Number of
consultation - 26 333 17 772 15311 35132 18897
participants
contest Number of 92 29 1 -
events
demonstration Number of 125 130 25 -
events
* priority actions have been marked accordingly A, B, C, Di E.
Source: Annual repor ts 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 met

hods 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

presented in Table 2, show that most contests topics focused on non

(92 contests) and local and regional products (29).

such initiatives in the social environment or a boost to their self

-esteem. The data

-agricultural sources of earning

The increase in th e 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 aregular basis. The publications informed
about changes in legal regulations and innovative solutions in agricultural production and in rural

areas.

40000 + 35132
35000 o
30000 -/26333
25000 o
20000 - L 15311
15000 -
10000 -
5000 -

0 T T T T

A B C D E

* priority actions have been marked accordingly A, B, C, Di E.
Source: Annual reports on the operations of Agri cultural 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 cooperatio n between a consultant and an individual seeking advice. It
all ows the adviser to become involved in one pe20kipnds
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 f or 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 deve lopmentofnon -agricultural activities, i.e. 26 333 consultations, 334  trainings
which in 2017 involved 5853  people..

2) The mostimportant 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 incl  uding 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 COMPETITIVEN ESS OF POLAND COMPAR ED
WITH OTHER EUROPEAN COUNTRIES

Agnieszka Brelik 1, Dr.hab., prof.;  Gunta Grinberga -Zalite 2, Dr.oec., assoc.prof.
West Pomeranian University of Technology in Szczecin , 2Latvia University of Life Sciences and Technologies
Abstract. The article deals with the issues of Polandbés tourism com

development. The st  udy 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) cover ing the period from 2015 to 2017. The aim of the

research was focused on the evalwuation of Pol andés tourism com
countries. The analysis of TTCI data reveals that Ponhndamttkés touri
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 ¢ ompared with other East European and Balkan countries give evidence that the nature

and | andscape values of agricultural | and of Poland are very higl
which stands out from the overall tourism indicators is countryds international openness, wk
indirectly linked with Polandds nature and | andscape attractive]
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 th e 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 develop  ment of villages and the
dominant feature of the tourist 3. 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 (Zarebsk i, 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 an d act as a stimulus of endogenous development. On the basis of the concept of alternative

tourism (inthe  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

! agnieszka.brelik@zut.edu.pl , Tel. + 48 606 529 592
2 gunta.grinberga@llu.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 def ined by
the administrative division (commune, poviat, voivodship). Larger (indivisible) areas of research, such as the countries or g roups of countries are not
common. The main reason is the small significance of such comparisons for the economy of a singl e 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 indicat e 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 ment ioned best known
traditional indicators, ie.: Baretje'a -Deferta, Schneider, Charvata or Deferta [https://
www.ue.katowice.pl/fileadmin/_migrated/content_uploads/8_A.R.Szromek_Pomi ar_Funkciji_Turystycznej....pdf]
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of natural Angrowing 0 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 sh aping

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 creati ng 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). Ru ral 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 e vents as well as sports
facilities (Davidson,1996; Gaworecki, 2000).

How to extract tourist regions L 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 autho rs, 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 v alues of geographical environment.

Tourism competitiveness of Poland in relation to other European countries
The competitiveness 2 of the areas of the tourist reception is based on three groups of objective

and subjective variables: factors of the locatio n 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 definiti on
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 competitivenes s 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 r  egion, both at home and abroad (Markowski, 2005, p. 25; Ratajczak, 2008, p. 300).
1 Tourist region (destination) is defined as the area that attracts the attention of tour ists 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 int erests, 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 cou ntry 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 | iving of societies  (Scott

1985 ).
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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 achie ve 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 att ractiveness 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 pu blic 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 p otential 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 f actors, 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 b ring 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 th e 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 devel opment 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 resear c h was focused on t he eval uation 0

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 t he growi ng i mportance of rur al tourism opport
development; 2) to analyse tourism competitiveness of European countries in 2015 -2017; 3) to

eval uate Polandds tourism compet it i Euopearsand Balk nap@unegies wi t h o

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 propos ed 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 cul tural 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 Organisa tion (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 s ummarized 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 wer e 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 itincreased by ~ 0.03 and reached the 25 ™ position.
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The data presented in The Travel & Tourism Competitiveness Report show that during the
analysed period the leaders in t he 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 wa s 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 agric ultural 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, Availabi  lity 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 f rom 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 wit h Polandds nature and | andscape attr
depends on the EU geopolitical aspects both in each of 1
overal/l gl obal scal e. Therefore, the author syearsraftesear ch f
Po anddés accession to the European Union, growing number

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 Polandds tourism internatioc

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 posses sion 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)Pol andds tourism competitiveness shows$theaWonddEsonomicve tr en
Forum Travel and Tourism Competitiveness Index is constantly improving (from the 27 th place
in 2015to the 25 ™ place in 2017).
3) In the analysed period, the Travel and Tourism Competitiveness Report shows that the most
competitive count ries 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 Euro pean
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
Pol andds touri sm inmessandcoadidertha possible \wags 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 FU NDING PROGRAMMES FOR SUSTAINABLE RURAL
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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 specific ity, 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 nati onal 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

agri cul tur al policy has the improvement of farmers?d
policy objectives have been evolving in many countries and at present they often include
environmental objectives and the production of non -output goods (multi functionality 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 r ich 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 millio n 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 1st 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, b y 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

Developme nt.

1 e-mail: ioanacom@unitbv.ro , 29 Eroilor Blvd., Brasov, Romania
2 e-mail: diana.foris@unitbv.ro , 29 Eroilor Blvd., Brasov, Romania
3 e-mail: tiberiu.foris ~ @unitbv.ro , 29 Er oilor 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 Amprovement competitiveness of the agricultural and forestry
sector 0, the overall financial allocation, was 4.785.667.281 Euro, out of wh ich 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 t echnologies 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. l1a).
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Fig. 1. National Plan for Rural Development 2007 -2013, share of allocation by measures.
Axis 2 Amprovement of environment and rural area 0 with a t ot3lb3.7t7padf whiclo f

U 3.163.239 public expe nditure. 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 i 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 ARural diversification and quality of life 0, with an over 2719923 of svich o f a
U 2.337.695 Euro public expenditure. A large amount of the funding has been allocate d for village
renewal and rural services. The achievements: Measure 312 AMicro -enterprises ©: 9,499 applications,
3130 contracted p r462,7e antlisn, e dr o ; p ay me 264 smilliony Measure 313
AAgro -tourism & 1,684 contracted p r o2B6e7c tiklipn eou r ol Pay me&a snillion;u
Measure 322 AVillage Renovation and Development o0 3,317 applications, of G4 7, 614
of EUR 1,6 billion); 877 contracted projects, of 1.73 billion eur o s ; p ay nd milien( 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 Amplementation of local
development strategies Aie 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
mod ernization) 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 wor ks 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 20.7 60 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 Strateg y, 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 yearsof 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 % ofthe 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, acc ording to the economic,
social and environment dimensions of the sustainable development ( Tab. 1).

The total public expenditure of the RDP 2014 -2020 9.411 bilion. The highest share is allocated
to four measures: 26.6 % allocated to Measure 4 T Invest ments in physical assets, 13.8 % for
Measure 13 i Payments to areas facing natural or other specific constraints; 13.8 % is allocated for
Measure 7 i Basic services and village renewal in rural areas and 9.5 % allocated to Measure 6 T

Farm and business dev elopment ( Tab. 2).
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-2020 of

Table 1

Romania

RD 2014 -2020 Priority

Target

Knowledge transfer and 1
innovation in

agriculture, forestry and

rural areas 1

1  Training for 184
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
environmental and climate

000 farmers will be trained on how to better deliver
-related benefits.

000 persons;

Foo d chain organisation,

new participation by 400

including processing and f setting up of
marketing of 1  participation of 620
agricultural products, 1

animal welfare and risk schemes;
management in q

agriculture

1  modernisation and support of the investments of nearly 300 food

processing units;
62 new producer groups;
holdings, to support cooperation projects;
farmers and groups of farmers in quality

5 000 farmers will be supported for premium for insurance;

1 600 pig and poultry holdings will receive payments for the animal welfare
commitments.

Restoring, preserving q
and enhancing
ecosystems related to
agriculture and forestry

Environmental and cl

imate payments for:
Million hectares of agricultural land

1 800.000 hectares of forest
Payments for organic agricultural practices:
1 200.000 hectares

Resource efficiency and
climate

1 435 projects for modernisation of existing irrigation infrastructure (for
400.000 hectares of agricultural land);

1 870 investments targeting the reduction of GHG and NH3 emissions.

Social inclusion and
local development in
rural areas

1

1 800 projects will be supported to improve small
improving living conditions for some 27

1 400 local cultural patrimony buildings will be restored and preserved

27.000 jobs (2 000 will be created under LEADER)

-scale rural infrastructure,

% of the rural population

Source:

Analysing the current situation, the v
than 170
Investments in fruit growing sector

processing/marketing of

aut hor s 6EuspyeanComnsssien data

and Measure 4.2

agricultural products (172 %).

alue of the submitted projects on measure

I Support for

% the financial allocation, the highest exceeding being registered for Measure

4 exceeds more

4.1a 1

investment in

Table 2
Analysis of the projects 2014 -2020 (situation on 2019 February 7™
Public Submitted Selected Approved
. 3 projects projects
Measure expenditure projects
(Euro) value (Euro) value value
(Euro) (Euro)
1.1 Support for v ocational training and skills 54.191.022 30.494.562 14.183.396 3.335.918
1.2 Support for demonsiration 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 ITI 33.000.000 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 5.0000 00 4.923.015 4.358.466 4.358.466
Danube Delta
4.2 Supportfor investments in the processing 350.883.695 618.728.104 | 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
Dan ube 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 prod ucts
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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 i 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 infrastruct
forestry infrastructure

ure -

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 establish ment 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
farms

the development of small

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 act _ivities

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 th e 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
2'; aASfforeStat'O” and creation of wooded 126.801.632 10.996.025 4.486.466 4.486.466
9.1 Establishment of p  roducer groups 14.736.313 3.674.879 3.670.419 3.370.418
9.1a Establishment of the fruit sector 5.300.811 0 0 0
producer groups
15.1 Payments f(_)r commitments in the field 70.147.754 2793.323 1649316 0
of forestry and climate
16.1 Support for the es  tablishment and
operation of opergtlonal groups (GO), for the 6.723.721 49.067.192 8.376.817
development of pilot projects, new products
Stage | - 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 |
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 ||
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 T fruit sector
19.1 Preparatory support for the development 1.990.183 2.435.307 2.379.233 2.224.725
of local development strategies
19.2 Support for the implementation of 495.598.466 307.847.362 | 248.210.323 | 247.563.169
actions within the local development strategy
19.3 Preparatlon arlld |mpleme_ntat|on‘ o_f_the 16.987.679 173.297 80.947 15.000
Local Action Group's cooperation activities

Source:

Aut horsdé synthesis

based on

MADR(2019)

Romania has also chosen to implement a separate thematic sub

financi al

-programme (with indicative

a | B26 endlioniEARRD offindsfiaimed 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 De Ita 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 o f 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 publ ic services (ENRD 2017).

National Plan for Local Development
NPLD is amulti -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 | - Stage Il - 2013 -2018 (Euro)
2013 -2019 (Euro) 2017 -2020 (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 249419 49
tourism infrastructure)
Total a4 3,69 bil G4 6,198 bi a 2,76 bill
Aut horso6 synthesis based on Ministry of Regional Devel opment and

financed investment
2018:

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

objectives of which: U 3,69 billion ; total allocated
U 0.4 billion (MDRAP 2019). The second phase of the program finances 9,500

schools and 5,000

3,129 completed targets; total allocation:
investment objectives,
of which 2,500 medical care units and kindergartens, 2,000 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
abandonment

and high school of compulsory education compared to urban areas;

underdeveloped entrepreneurial culture, characterize d 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, electricit y; 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 monumen ts.
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 new SMEs
with n on-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 incre asing 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 entr epreneurial 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; cre ation 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 strengtheni ng local strategies that can

facilitate innovation, foster cooperation and local economic growth.
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CURRENT CHALLENGES O F GROCERY MARKET AND  KEY DIRECTIONS OF
DEVELOPMENT OF AGRIC  ULTURE IN GEORGIA

Badri Gechbaia !, Dr. of Economics, Associate Professor; Eter Kharais  hvili 2, Dr. of Economics
Sciences, Professor; Gela Maumladze 2, Dr. of Economics, Professor and Ketevan Goletiani 4,
Dr. of Techniques, Professor

Abstract.  The work deals with the need to substantiate topicality of research of grocery market and key directio ns
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 assess  ed: 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, smal | 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 Aquality of urgency -impact & mat rix, 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 ma ny 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 pr oducts 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 agricu lture in GDPis 8,2 % 4. the level of grocery self  -provision is
low (wheat 7 15 %, corn T 64 %, vegetables 1 65 %,meat 1 46 %, milk and dairy products T 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 i 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 statistic al 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
employabi lity 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

1 gechbaia.badri@bsu.edu.ge

2 eter.kharaishvili@tsu.ge

3 mamuladze.gela@bsu.edu. ge
4 kgoletiani@bntu.edu.ge
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the other hand, mos  tof 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. Beside s 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 incom es, 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 approache s
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 gr ocery 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 o f 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 mar ket.
Research methods. The following methods have been used during the research:
1 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;
9 for selecting and grouping the data, identifying similarities and differences and revealing trends,
meth ods of comparison, analysis, synthesis, induction etc. are used;
9 as a qualitative research method, in -depth interviews with farmers and experts of agriculture is
used;
1 through SWOT analysis, strengths and weaknesses, as well as opportunities and threats of
development of agriculture are identified,;
1 low pace of development of agriculture and factors of limited reach on grocery markets for farmers
are revealed through the Aquality of urgency -impact 6 matrix;

1 by using the scheme of priorities, needs of developm ent 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 e conomic growth. Generally, it is widely accepted
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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
suppo rted 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. lariin 2020.
6000,0
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1000,0
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017*%
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 int ended 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 im port 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, th e share of export of agricultural goods still remains small in overall amount of export.

It fluctuates between 9 -10 %.

17,00%
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7,00%
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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 Ge orgia: 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 en ough 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 knowledg e 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; st rong 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 farm ers 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; improv ing 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 revi ewed. 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 c aused by a
group of factors. Evaluation of these factors was conducted by the Aquality of urgency  -impact 0 matrix
(Fig. 4).
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impact quality
Fig. 4. Matrix of priorities Aquality of urgency -impact 0
It was revealed that low productivity and underdeveloped grocery markets o f 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 pr iority scheme, needs of Georgian agricultural

industry were determined according to the following order ( Fig. 5).

Creating stimulating environment for
development of farming households and
Ar cooperatives

High

.4 Increasing access to financial resources

Using modern technologies and improving

s infrastructure
&

)

o % Improving supply chain
Strengthening political support, compliance wit laws regulating

= international markets

3

Fig. 5. Priority needs of development of Georgian agricultural industry

Creating favourable environment for farming households and developme nt 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 hav e 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
necessa ry both for supporting grocery m arkets 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 resource s 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 forenlarge  ment. 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 ¢ hain 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 reserv es 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 Acritical 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 no t 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 we Il 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 governm entand 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 basketin Georgia is fi lled 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 thei r
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
9 There are low quotients of self -provision with main  agricultural goods in Georgia, which threatens

the countryodos food security. Development of agriculture
for the problem.
1 Low level of production in Georgian agriculture industry and underdeveloped grocery markets ar e
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 shar e 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 t he revealed factors.
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9 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. incre asing 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 internati  onal markets.

1 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 strate gy 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, i mproving welfare of the population.

1 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. Itis also e  xpedient to elaborate ways of budgetary support.
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LABOUR MARKET TRENDS IN LATVIA
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Latvia University of Life Sciences and Technologies

Abstract.  The labour market is the most important resour ce 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 mar ket 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, JOS.

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 % to7 %. 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 millionin 2010to 1.9 millionin 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 dem ographic 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 tren ds 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 disable d 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@llu.lv
2 Simona Zvirgzdina: Simona.zvirgzdina@llu.lv
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The trend of increa sing 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
oners, because they have longer

employers with long experience are using also working capability of pensi

work experience and thus they could teach skills from their experience, which universities and colleges
candét give to students. That is a very valwuable opportunity,
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Fig. 1. Labour status of population aged 15

The results of the Labour Force Survey conducted by the Central Statistical Bureau show that
920.1 thousand people or 65.3 %of Latvi ads polburld(@el.jw ere empleydd inthe 3rd quarter

of 2018. Over the year, employment rate grew by 1.7 percentage points and number of employed persons
percentage points and

by 17.2 thousand. Compared to the previous quarter, employment rate grew by 0.9
rsons increased by 10.5  thousand (Inthe3 ™®quarter é, 2018).

- andlong -term forecasts of the Ministry of Economic Affairs, the labour market
T by 2022 the number of  employees will

% (Labour market medium,

number of employed pe

According to the medium
situation will continue to improve gradually in the coming years

increase by around 50 thousand, while the unemployment rate will fall to 6

2016) .
Inthe 3 ™ quarter of 2018, the employment rate among young people (aged 15 -24) constituted 36.2 %,
which is 1.3  percentage points hi  gher than in the corresponding period of 2017. Out of all young people,
62.7 thousand were employed (Inthe3 Yquarteré, 2018)

rd

Results of the Labour Force Survey conducted by the Central Statistical Bureau show that in the 3
quarter of 2018 Latvian un employment 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

dgquarteré, 2018) .

points (In the 3
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Fig. 2. Unemployment rate in the Baltic states and the European Union by quarter,as  per cent
Inthe 3 ™ quarter, in Latvia there were 68.8 thousand unemployed persons aged 15 -74 (incl.), which is
15.3 thousand people les s than a year ago and 6.6 thousand people less than in the previous quarter (In
the3dquarteré, 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 un  employment benefit in 80 %of his six monthsod a
wage, but after the changes in the law, the person can get just 50 % of oneds average wage. J
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 th eir 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 i Employment, EU  -28, 2008 and 2012 - 2016
Topic Headline indicator 2008 2012 2013 2014 2015 2016 Target
Employment rate age group 20-64, 703 684 684 692 701 711 750
total (% of population)
Employment = °Employmentrateagegroup20-64, o, 4 55 635 643 653
females (% of population)
*Employment rate age group 20-64, .5 5 43 750 759 769
males (% of the population)
Source: Smarter, greener, mor eé, -2017
Accordi ng 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.

63



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 61-69
DOI: 10.22616/ESRD.2019. 007

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.
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In the 3 ™ quarter of 2018, the highest wages and salaries for full -time work were regist  ered 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 befor e taxes were below the national average (In the
39quarteré, 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 organ isations,
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 (Inthe 3rd  quarter é , 20.18)

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, servi ce 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 choo se 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 pa y 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 occupatio nal 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 pract ice, the environment for research and, as far as possible,

grants to the best students.
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However, in  view of the shrinking population in Latvia and the shrinking number 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 In ternational Migration Organization's Riga office
limars Mezs, t problems in Latvia could arise due to both the age structure and the numerical
composition of the population. An terms of sustainability, it will be very difficult with human

resources. Inth e future economy, the problem will be the high proportion of seniors and the relatively

small number of working people, 0 explained demographer. Alf now, by very approximate estimates,
there are two workers per retiree, then with time that ratio will be 1:1 0 (Helmane |I., 2017).

The optimistic forecast of Eurostat, assesslPdp 2010e
and forecasts by 2100, predicts thatin 2050 Latvia will have a population of around 1.30r1.4 million,
but after 83 years, if poten tial 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 1., 2017).

3. Migration impact on labour market supply of employee s
The optimistic forecast of Eurostat, assessing the

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 n ot 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 professords findings suggest t hantall professiors cuerentdyg e
is1.6 % (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 Statistica | Bureau, in which only 14 % of manufacturing operators replied that labour
shortages were a problematic factor (Helmane I., 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 i s a shortage of
veterinary service providers, with a vacancy rate of 12.5 % (Helmane I., 2017).
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Source: Map of migrationé source? wwwé. .
Fig. 8. Map of migration in Latvia 2000 -2018
Between 2000 and 2018, the population changes are -24 %, with 7.5 % rema ining 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 %, with9.7 %

left in other regions.

The largest number of emigrations is from Pierga to Riga 31206. For example, there are 1 6572
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 T by54000r2.0 %, howeveritis0.3 %
less than in 2016. Meanwhil e, the population in Vidzeme has decreased by 3300 (1.7 %), also in
Kurzeme it decreased by 3300 (1.3 %), in Zemgale 1 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 peopleand 0.4 % or102in
Valmiera. The population decreased most in Ventspils 7 by 1.4 % or 507 people, in Daugavpils T by
1.6 % (1342), in Jekabpils i by 1.0 % (224), while the least T in Rezekne 1 by 0.1 % (18) (We are
even..., 2018).

Instead of migrating abroad, Latvian residents of working age will continue to migr ate 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 T around 5 % i and a 50 % lower incom e 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 1 2018

For domestic migration, it is important to unde rstand 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
popul ationés activity in the | abour market and to the ext:
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 aver age wage in
country.

2) Employersd demand for employees with higher educati on,
is increasing, thus employers are ready to pay higher wage than currently offered in Latvia, so
employees in financial and insurance activit ies, 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 industri es 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 DEVEL OPMENT OF PERIPHERAL REGIONS

Malgorzata Juchniewicz 1, Phd. habilitated, Prof. UWM
LUniversity of Warmia and Mazury in Olszt yn, 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 opera tion 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 o f 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 2 of international groups, countries or regions depends from ma ny factors.

Theoretical conceptions and empirical studies emphasize among them above all (besides Aclassical 0
growth factors) innovations and resulting from its implementation, the level of innovativeness of

enterprises and territorial units. Theoretical ¢ onnection 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

qualif ications 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 transpor t forms,
forms of organization to introduce the brand new which is the process called Acreative destruction 0.
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 en trepreneur 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 sour ce of differences in their economic

development. Modern theoretical conceptions (ex. Lundvall, Johnson 1994, Freeman 2006, Soete

t malgorzata.juchniewicz@uwm.edu.pl
2 economic development includes, besides q uantitive changes in ba  sic 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 re gional 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 é ,
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 p ublications 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 i n
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 an d 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 g  rowth. 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 aresearch, 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 i n 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 innov ations 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 acti ons is innovative activity,

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

enterprises. Most of them did no t 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 fiThe Economistod (2013) Il evers 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 concl usions 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 itwas stated that  Apolish enterprises are subjects which are less and less innovative, involving

actively in research -development works and more and more willing to establish cooperation 0
(Przedsi ebi 20t8c) .ZThesecadalyses point out also the grow ing 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 competitiv eness 1 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

indic ators 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 i n 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 1. It relates to the economic structure of analysed region,
resulting from the sca le 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 o f 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 Fold o withthe Anew 0
could create a more appropriate direction of policies.

Type of introduced innovations re flects 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 shou Id 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 estab lished 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
innovativen ess economic subjects in Poland ( Dzialalnosc innowacyjna € , 2018) it foll ows
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 actionsi n 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 é , 2016) it i s tehet toro@nduat futpre e mi s

t 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 w orth 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 comp etitiveness 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 evalua tion 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 product ion 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, in crease 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 he alth 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 ] 8,9
increased job satisfaction ] 38
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 ] 38
increasing production abilities ] 38
increasing the flexibility of operation ] 38
reduction of unit production costs ] 37
increasing profitability ] 3,6
increase in turnover ] 36
reducing the environmental impact ] 36
improvement of health and safety at work 35
reduction of the cost of supply, production and | 34
distribution )
increase in staff qualifications | 34
increase in timely deliveries to the market 3,3
0 1 2 3 4 5

punkty

Sour ce: aut hor6s el aboration

Fig. 1. Influence of innovations on the elements of enterprise functioning
(L7 low,5 1 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

government in the field of innovation ( Figure 2). The owners of the enterprises did evaluate
s. It was pointed out also on the fact

3,2to 3,0

negatively the too high costs of conducting the innovative action
of lack of qualified personnel and the lack of enough financial resources. In the range from
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 competiti  on, 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 ] 33

too high costs of running these activities ] 3,2

lack of qualified personnel ] 32

lack of own financial resources ] 31

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: aut hor6s el aboration

Fig. 2. The most important barriers i n running innovative activity
(1 7 lowmeaning, 5 i 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 eval uation 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 e conomy and education of staff, enhancement the situation

on the |l abour mar ket , increasing the availability
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 on e 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 hav e 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.
Interestin  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 Progra m (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, ed ucation, 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 Todtlingda and Tri
regions there is a low level of absorption of public funds for innovations. Oughton and others (2002)
define it as  Aegional paradox of innovations 0. 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 st udied 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 un derstood 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 determ ined 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 E  U.

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 l evel . I nappropri at e pndlthé goyernment intthe dieldMar s hal 6 s
innovative activity are pointed out as two, main barriers which are limiting the conduction of
innovations in business entities.

5 ) Regardl ess of subjectivity of pointed by the respondert
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 institution al 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 sho uld 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 fro m 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 co nsiderations, 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: nat ural, 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 ¢ omparison analyses

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

Inara Jurgena !, Dr.oec.; AinaMuska 2, Dr.oec.and ElinaJurjane 3, Mg.oec.
12 Faculty of Economics and Social Development, Latvia University of life Sciences and Technologies ,
SIA ABBS Dizain 0

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 an d 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 ent erpriseds services
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 o f 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 en terprise 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, wh ich
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 b yBBS -DizainLtd, (2) toperformanin -depthanalysis
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 enterpri se i 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, th e 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 Rating s of quality, points Average Customer
satisfaction tree rating of satisfaction

components average weight, % 5 4 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
Arrangeme - nt of 4.01 6.3 8 | 84 | 8 0 0 4.00 92
tables
Table decoration 4.73 7.4 1 12 66 21 0 2.93 13
personnel 4.48 7.0 55 | 43 | 2 | 0o | o 453 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 9 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 | o 3.49 42
time
Quality of drinks 4.12 6.5 88 9 3 0 0 4.85 97
Customer service 4.23 6.6 58 |41 | 1 | 0 | o 457 99
methods
Paym ent system 2.87 4.5 93 7 0 0 0 4.93 100
Quality of customer 4.46 7.0 2 |52 | 6 | 0| o0 436 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: authorso calculationstd®a208d on Kane Y. VY.

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 1 veryi mportant, 4
I important, 3 1 moderately important, 2 7 slightly important and 1 T unimportant) as well as the
performance or QUALITY of the components on a five -point scale (5 i very good, 4 i good, 3 i
acceptable, 2 T poorand 1 11 very poor). The survey w  as 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 a ttitude (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. 4:
of the quality of customer satisfaction tree com ponents 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 cust omer satisfaction index that was calculated based on all the customers who rated quality
at 5and4 points (according to a methodology suggested by Kane Y.Y., | vBW.Kereskov V. N,
Shirtladze A .G.) showed that overall, the customers were satisfie d with the quality of the
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 surv ey revealed that table decoration was rated very low (index=13
out of 100).
The survey questioned the restaurantds employees to esta
ratings of the quality of customer satisfaction tree components. The employees ra ted 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:
"O: No causal association between the ratings by the customers and the employees;
"O: there is a causal association between the ratings by the customers and the employees.

Since ¢ PR o ¢C "O has to be rejected and 'O hasto be accept ed. This means that at a

8N’
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: authorsoé cal cul at-DizainslLtddaism ed on BBS

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 custo mers had an opportunity to Aseclude themselves 0 attablesNo. 5and 9,

as both tables were |l ocated in the corners of the room as

80



Proceedings of the 201 9 International Conference "EC

the well -arranged outside, while table No.

customers being romantics.
The authors made a Top

of customers served.

ONOMIC SCI ENCE FOR RURAL DEVELOPMENT"

"No 50

Jelgava, LLU ESAF, 9-10 May 2019, pp. 78-83
DOI: 10.22616/ESRD.2019. 009

10 for tables both in terms of generalised revenue and in terms of number

3 was placed at a fireplace, which was pr eferred by

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 th())le Revenue fronéttﬂ?e table, th())le Number of ;J;sr:c;met;sbls:rved
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. 23 191 90 9 931
7. 30 18349 23 925
8. 12 18172 30 875
9. 24 17238 24;12 842
10. 25 15674 25 769
Source: authorsoé cal cul at-Dimminktddatased on BBS
Inthe Top 10, tables No. 5, 3, 28, 19 and 20 were the best performers both in terms of number
ofcusto mer s served and in terms of generalised revenue. The
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 per iod. This means that the potential of

the other tables was not used sufficiently.

The authors carried out an experiment

T two tables not included in the Top

identify whether customers would choose them. Before the experiment, in the a ut hor séo

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 tableclot

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.

Number of customers wishing to reserve a decorated table during the

experiment at the BBS

- Dizain Ltd restaurant

Date Number of decorated tables Num:;ii;\igf&%?g:;gfgg% o
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: authorsodé experi ment

10 were decorated to

opinion,

h, as it was available and easy -to-clean, and it was easy to

Table 3
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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 t hat 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 sho uld be decorated in a classical manner, while the least demanded ones T ina
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
i y = 19,444x + 203,94 °
@ 30000 Rl = 00,9656 .7 .
I Mo ® e
; 20000 CX J @
£ 0",..‘ 4 °
S ° o®
o 0o0° .. »
< 10000 4 o %90
= - 2T
c Y
g o e ®
e 0 200 400 600 800 1000 1200 1400 1600 1800 2000

10000 ® Realvalues 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: authorso6 calcul at-Dimainktddatased on BBS

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 independentvari  able (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 depende nt variable.

Based on the equation acquired:

y =19444x+20394 (1) (1)
Where :

Yy i total revenue from a table (EUR) ;

X T 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 intherange of ~ 18.10¢ H ¢ 20.79. This means that ata95 % 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 incre ase 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 (numbe r 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, recommendatio ns
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 paymen t 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 I 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 sy stem.

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 a pply a differentiation strategy
to table decoration: currently the most demanded tables should be decorated in a classical
manner, while the least demanded ones T in a fancy manner in order to arouse a wish in
customers to choose them.

5) The authors recommen d 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 enhanceme nt

of performance and competitiveness of the enterprise.
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INTERNAL COMMUNICATI ONAND I TS IMPACT ON MANAGEM ENT
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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 p rinciples 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 d escriptive 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 intra net, 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 informatio n) 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 1., 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 Aocal 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 0 (European Charter of Local
Self-Government, 2013). Thus, the te rritorial 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 proce sses 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 refe rs 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 exec uting 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_p owiatowe , 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 o f 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. BiteandG. Kronberga
(2018), they emphasize Athe responsibility of local governments to build communication with people,

to develop safe and sustainable communities, to provide services, build trust an d reduce social
distances 0. 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 us e 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
Methods and communication
tools

Ways of sharing knowledge

U U ]

Communication context: local public space

Source: authorso6 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 communica tion 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). Italsoincludes
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providing the media with information, organizing press conferences, giving interviews, providing
promotional and informational materials, international cooperation, conducting electronic
correspondence, writing reports and materials. Gene rally, 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 envir onment 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 p lace in various
networks and working teams (command or task) (Ober J.,2007). Itis 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 Foperativeness 0 of c ommunication (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 (inv olving the transfer of data, i nformation 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, itis possible to put forward the thesis that the more effective internal

communication is, the more effective the processes of ¢ ommunication 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 ¢ hanges 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 AThe future of intern ~ al
communication 0 (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 stra tegy

and more than half of them checked communication efficiency, of which 30 % on aregular basis and
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46 % irregularly (Internal Communication, GFMP Report, 2016). This very important issue requires
constant evaluation and raising of standards. Communicat ion 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.,
200 6).
The values of New Public Management are so -called Three AEd: 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 21 st cent ury. 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 orga nizational 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 qui  ckly in any situation, especially crisis situations. The saying Apublic relations starts
at home ... (means inside) 0 especially emphasizes the role of internal communication and creating
positive internal relations that have a direct impact on external com munication 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
organizatio ns 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 a ctivities 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 fl ow 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 goa Is - onascale of 1to 5, where5 meantthe bestand 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
(rating from 5 to 1, where 5 is (rating from 5 to 1, where 5 is
the most used type and 1 is the the most effective type and 1 is
least frequently used) ineffective)

1. Chain type network 2.5 4.0

The type of
No commun ication
networks

2. Circular netw ork 3.0 3.0

3. Star type network 3.0 3.0

4 Integrated network 15 4.0

Source: authorsé research

The most frequently used network was the circular and Astar 0 type one, due to the fact that
employees operate within departments on a daily basis - workingi ncommand 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 Astar 0 type network). Thanks to this, there is a
possibility of fast, direct and two -way communication and monitoring of its course. A Achain o type
network is also used quite often in the surveyed Starost Office ( Table 1). Itis 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
frequen tly 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 implemen ted 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 Achain o type of netw ork 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 co mmunication 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 consci ous
communication barriers. The respondents indicated the most important barriers that in their opinion
generate problems in the processes of internal communication, also implicating - to alarge 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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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 13 of r e s p oFigdre ). A sighificant 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 smal | 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 mes sage, 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 meetin gs or
conversations with the manager or the management block two -way communication and makes the
information that reaches employees not Airsthand 0 information. It also involves the lack of feedback
and incentives to share knowledge and information in emp loyee 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 co mmunication 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 interperson al 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

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

- Internal internet forum (| ntranet) - 38.1 % of responses;
- Busin ess mobile telephones - 31.1 %;

- Videoconferenci ng - 25.4 %;

- Electronic information boards -54 %.

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 soci ety 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 t o 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 ne ed 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
effe ctive 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 ¢ ommunication.
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HOW TO IMPROVE THE S  ITUATION IN A ADIFFICULT 0 LABOUR MARKET:
AN EXAMPLE OF THE FORME R STATE -OWNED AGRICULTURALF  ARM COMMUNES
IN  BRANIEWO DISTRICT OF POLAND

Roman Kisiel !, Professor, Joanna Zielinska -Szczepkowska 2, PhD
L2Unive rsity 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 reg ions 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 firstin Warmi nsko - 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 -econo mic
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 iden tification 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 Adif ficult 0 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 a s 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 agricultu ral 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, J88.

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 s imple 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 populati  onin 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 i nhabited 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 lar ge
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

! Phone: +48 89 523 37 37, e -mail address: kisiel@uwm.edu.pl
2 Phone +48 89 523 3906, e -mail address: joanna.zielinska@uw m.edu.pl
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communities, which also resulted in social exclusion of not only th e 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 th e transformation of the State agricultural
sector are most noticeable in rural areas in the so -called Aormer state -owned farm o voivodeships,
e.g. Warminsko -Mazurskie Voivodeship. There is No doubt that they particularly concern these
districts and commune  sinwhich 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 s tate -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 initi al 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 Adifficult 6 labour market in former state -owned agricultural
farm commu nes 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. T he study encompassed all communes located within the
administrative boundaries of the district (i.e. Braniewo,
Wilczeta) with a particular focus on rural areas. Given the diversity and availability of sources, t he

study used data from the years:

I 2004 -2017 i as regards the unemployment rate evolution;

M 1974 -2018 i1 as regards the study of relevant literature;

1 2018 (July -November) i as regards surveys, direct interviews, field inspections, and the

discussion panel.

Bot h quantitative data retrieved from the public stati s
Bank) and data aggregated by the District Employment Office in Branie wo and the offices of the
foll owing communes: Brani ewo, Frombor k, Lel kowo, Pi eni ezn

the study. Moreover, information collected from surveys (400 questionnaires were distributed with

the return rate of 56 %), direct int erviews, 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?2 and a populationof 1,442,242, of which women account for 5 1.0 % andmenfor49.0 %:.

Since the beginning of the systemic transformation in P
problems to be solved has been structural unemployment resulting from the liquidation of State -

owned Agricultural Farms which, at the e nd 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

over50 % of agricultural |l and under the control of PGRs ( Woj

! As at 31.12.2017
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% (as at 31.12.2017), is currently the

-Mazurskie Voivodeship, and is among the highest in Pol

and 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).

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

94

Table 1
The unemployment rate in Warminsko - Mazurskie Voivodeship
December 2016, November 2017, and December 2017
Territory? December 2016 November 2017 December 2017 Increase/cze_c;ease
Poland 8.2 6.5 6.6 -1.6
yo"’l‘\'/’:g;ssﬁp -Mazurskie 14.2 115 117 -25
Elblag Subregion 17.6 13.9 14.2 -34
Braniewo Dist  rict 253 21.4 22.2 -3.1
Dzi agdowo Di st 19.1 16.5 16.9 -2.2
Elblag District 20.8 17.9 18.0 -2.8
|l gawa 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: authoroés calculations based on Stati stadnd 81820l and6s data for years
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 Distric t in the years
2004 -2017 compared to the voivodeship and Poland.
45,0 1
40,0
35,0
30,0
25,0
20,0
15,0
10,0
5,0
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
EWar mi EGBsko- Mazur skie Voi vmBilaeiswo Digtrict Poland
Source: authoroés calculations based on Statistics Polandés dat a
Fig. 1. The rate of registered unemployment in Braniewo District in the years 2004 -2017
According to the presented data, in 2 004, after Polandébés accession o t
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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 | abour 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, Il and 111)
based on the diagnosis of the situat ion in the voivodeship labour market. Depending on the
unempl oyed personés <classification into a specific

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 shou Id 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 unemp loyment
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 eme rging competitive labour market (Kopycinska,

2018). According to the District Empl oyment 20%7faimose 6 s

a fourth of the total population were registered as unemployed. The surveys conducted among
Commune Office emplo yees 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 a Imost
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 intro duction, 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 ser vices 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 incom es 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 o f 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 de  velopment 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 parti cularly popular form of activity due to large
95
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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

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 unemplo yed. 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 signific ant 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

96

for further development of entrepreneurship in the analysed dist rict.
In todaydés reality, when assessing the economic situati
that it fails to make full use of the development opportunities arising from the borderland location.
A certain number of inhabitants solve their fina ncial 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
Distri ct at the end of 2017.
Table 2
The registered unemployed by communes (as at 31 December 2017)
of which:
Number articlzlgrl includin
of particuiarly under 30 9 over 50 thelong -
Commune difficult under 25
people women L years of years of term
in total situation in age years of age unemployed
the labour age
market
The town of 791 445 682 221 102 206 458
Braniewo
Braniewo 496 276 448 151 81 136 313
commune
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
Pgoskinia 166 102 139 47 28 43 o8
commune
Wilczeta 249 130 226 74 35 69 174
commune
Braniewo 2675 1498 2371 742 369 715 1721
District
Source: authorodés calculations based on St atliasd i 2068. Pol anddés data for years
When analysing the structure o f 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 marke t analysis is

(
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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 indic ate 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

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

o 5 10 15 20 25 30
Source: authordéds 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
empl oyersdé requi r e m®nntictiofs, réspectavatyy]l Fod12 % of respondents, the high
unemployment is due to the small number of job offers. Almost every tenth respondent believed that
employers in the district had too high requirements, while the same number of women were of t he
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 t he 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 exacerbate
a conflict -forming factor which e  xacerbates social ills such as alcohol abuse, excessive aggression
and domestic violence. Parentso6 unemployment frequently i
change to and the limitation of plans for further education, lowering their professional as pirations,
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
com mune representatives (commune heads and village leaders), is the lack of adequate road
infrastructure and transport networks T not only between localities in the commune or district but
also between districts and voivodeships. In their opinion, taking orga nised 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 Adifficult o labour market in Braniewo Distri ct 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 p roblems associated with the labour market,
such as: District Employment Office, local self -government s, empl oyersé asso.
representatives, the National Support Centre for Agriculture (KOWR); Organisation of profiled
training sessions for the unem ployed (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; initi ating activities aimed at adjusting the education, including
supplementary, to the needs of local labour market; promoting good and effective models for
overcoming unemployment.

3) asregards support for former state -owned agricultural farm families: individu al 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 |Iife in todayo
families with scholarship assistance; pro tecting children against the effe
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 th e 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 dist
in roads (promotion of the A live in a village and commute to work in a town o lifestyle);
developing a transport network with particular emphasis on the inter -district and inter -

voivodeship transport.
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COOPERATION BETWEEN SCIENTISTS AND ENTRE  PRENEURS OF ZEMGALE
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Abstract.  Collaboration between scientists and entrepr eneurs 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, faci ng 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 pl anning 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 ch aracterization 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 sce narios 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; t  he 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 ca utious 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 ra rely 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 reg ion 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, Kund a, 2011, Zemgal es pl anosanas é,
pl anosanas é, [s.a.]b). Currently, coopehbyditancielandnon al s o

financial means. However, there is a problem: in Latvia, including Zemgale, cooperation between
entreprene urs 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 scient ific 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 o  f scientists is not sufficiently exploited in business. In turn, entrepreneurship

L Tel.+371 29390994, E  -mail address:Ginta.Kronberga@llu.lv
2 Tel.:+371 22045454, E -mail address:madara.ratkevica@gmail.com

100

pr



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 100 -108
DOI: 10.22616/ESRD.2019. 012

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. Fac ilitating 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 sol utions 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 T and what to entrepreneurs? 3. What are the main problems
and possible solutions related to the implementation of cooperation between scientists and
entreprene urs 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 ent repreneurs; 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 exp eriments 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 (Ti senkopfs, 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, thenithas 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
und erstanding 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 , whichintr anslation means
Ado something 0. In the Middle Ages, this term was used to refer to Aan active person getting
(something) done 0. 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 -econom ic 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 aresearcher in research.
Both groups are also characterized by peculiarities of professional socialization, and they can be an
obstacle for possible interaction. Partly this attitude - Anotworth it 0 - 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.

Cooperati on 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 - itcan include conflicting, adapting and coercing -reconstructing onebés individ

(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 indivi duals, 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.), collabor ation 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:
cooperatio n 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 practi  ce should be better targeted with the help of knowledge brokerage. In
a sociological sense, it is not just the Aselling o of knowledge, but the introduction of elements of one
practice into another practice, overstepping the boundaries between scientific di sciplines, 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 scienc e, 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 entrepreneur s, 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 bas ed 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, 2 018. Interviews lasted from 25 minutesto 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 art icle. 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 leva 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  AEntrepreneurship and Innovations 0, 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 oc  casionally (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 intel lectual
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 tas k 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 Kno  wledge 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 planosanasé, [s.a.]c; Zemgales pl argsdmsaxaé,] e])s.
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 resea rch 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 oft  en 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 entrep reneurial 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
scientist s and entrepreneurs. Scientists rely on the university they are attached to - thatit 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

explaine d 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 , S0 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 interview  ed 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 fee | 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 prac tice 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 informa nts - 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 system s 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 sc ience 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 solut ion 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 Amiracles 0 from it
unreasonably. In the absence of openness a mong 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 essential ly 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 scient ific 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 f inal 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 v isible 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
thatt heir 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 in  terviews, 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 entreprene ur.

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:

1 Promoting ¢ ooperation 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.

1 In cases where collaboration is promoted b y 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.

1 Atthe 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 in volved.

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 suffici ent 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 interes t in collaboration with scientists can be explained by the use of
Foutdated o methods in the solutions offered by scientists, the deficiencies of technical equipment
of scientific institutions; furthermore, the historical background has had a negative impac ton
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 in formation 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 Europe an 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 t 00 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 univer sity 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) ap proximate 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 neces sary 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 regi onal (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, enviro nmental 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 n  atural 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. T he quality of mineral resources is classified into categories: A i
mineral resource reserves, N i incompletely explored resources and P i 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 p lanning 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 dir ectly 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 sustainabl e
and did not comply with the sustainability strategies of the European Union as well as Latvia.

Key words:  mineral resource, extraction, sustainability.

JEL code: QO01; Q32

Introduction
Land contributes to sustainable development and is the basis of econ omic 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). Un derground 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 econo mic 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);

dolo mite (D); clay (C); sand (S); quartz sand (QS); gravel (G); sand T gravel T 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 decade S question about sustainable
extraction and exploitation of mineral resources has been set in Latvia. Therefore, the following
hypothesis is put forward T 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 ava ilable mineral
resources in Latvia. = Research methods: monographic 1 the information sources were analysed,

compared and described; data were processed and interpret by use of statistical analysis and

interpretation methods. Research novelty T the extractio n 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 a re 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 mine ral resources, which
is the basis of sustainable management.

The implementation of Asustainable development 6 means the integration of activities in the
following three key areas, namely ( Figure 1):

1 technical and economic activities ensuring economic growth ;
1 ecological activities ensuring the protection of natural resources and the environment;

1 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 Mi ner al é, 2011) .
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Fig. 1. Elements of sustainable development

The sustainable extraction and exploitation of resources ensures economic growth i nvolving
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 ; Dubi nski J., 2013; Sustainabl
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 (Al fsen 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 an d public |Iife as well as in community I|ife
2010; Devel opments in indicatorsé, 2012) .

An analysis of the above opinions allows finding differences between a conventional economy and
a sustainable economy i the conventional eco nomy 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 the ir 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 st rategy Latvia 2030; the basic idea is to
meet the needs of the current generation by balancing th

economic interest while also protecting the environment and preserving diversity in nature without

compromising the ab i | ity of future generations to meet their n
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
manageme nt, 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 Assessmen t, 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 topsoi I (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 T KPR, Zemgale planning region i ZPR, Riga planning region i RPR, Latgale planning
region i LPR and Vidzem e planning region i 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 deve loped (Par zemes
dzi |l bmé, 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 Predic ted mineral resources (stocks are valued by analogy)

Source: authorsod cal culCabinet Regudation Hos @ o n
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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 n eeds 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

extr action 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 reve aled that the

quantities extracted did not tend to increase significantly. After a decrease observed in 2009
(5081.63 thous. m  3), 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. m 3 in 2016 to

8641.31 thous. m 2in 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 th at 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
Latviain 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 miner al 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 i the output
of m ineral resources ranged from 8.9 thous. m 3 to 15.2 thous. m 2 a year. In Zemgale planning
region, the output ranged from 16.5 thous. m 8 to 29.1thous.m 2 ayear.

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 -201 7 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 r esource 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 resou rces).

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).
5,0 4,6 44 46 15
4,5 1.0
4,0
3,5 0,5
3,0 0,0
T 25 '
: 2,0 -0,5
15 -1,0
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Years
mmmm Average to per capita Chain trend
Source: authorsdé calculations based on LEGMC and CSB data (Derigo

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 m 3. In the other years of the
analysis period, it ranged from 3.0 m 3 to 4.6 m 3 (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 m 3 (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 construct ion 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, recomm endations
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) Animportant prerequisite fo r 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 econo mic 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 subter ranean 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 dur ing the 2009 economic crisis, where the direct impact of the country's

economic situation is felt ( Fig. 3, 5).
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ALATVI A6S STAT HSOKFAOIRRHELAR ECONOMY
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Abstract.  Sustainability of mineral resource is linked with governing the reciprocity of economic, environmental

and social processes in which t  he 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 its elf 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 ALATVIA'S STATE FORESTS 0 manages stat e
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 ALATVIA'S STATE FORESTS 0 has built forest roads
(FR) in the length of approx imately 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
company6s investment in the f uceasier he managemane &ntd momiwring df foresh k e s
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, w hether with the
growth of the companyds profit the volume of extraction of mi n
comparative indicators, it can be observed that the extraction of mineral resources is not closely correlated with

other economic in dicators 1 extraction and use of resources do not impact directly on the final result of the
company0s o p ecqaring poofit.sHowever, in the case of JSC ALATVIA'S STATE FORESTS 0 the problem is
related with the places where mineral resources are ex tracted 7 onaverage about8 % 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: QO01; Q32.

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

companyébés profit grows, the vol ume easfincreases anédwhetheothe of mi ne
principle of sustainable management of mineral resources T sand and gravel i is followed in the
extraction process is still little researched in Latvia. Research hypothesis T when building the forest

infrastructure, JSSC  OLATVIAG S STATE FOpRa&tiSeTpBnciples of sustainable management of

mineral resources.  Research goal T to analyse the experience of sustainable management of

mineral resourcesinJSC oL ATVI A6S STATBin hO®REStDTircular economy. Research
task s: 1.to collect information on theoretical aspects on sustainable management in the context of

mineral resources. 2. to perform data analysis in JSC OLATVI A0S STATB (LSK) RrEtBeT S
connection between building the forest infrastructure with the profi t 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 a pplying statistical data processing and interpretation methods. The

analysed period was from 2006 till 2017. Research innovation T up to now the analysis of the
results of sustainable management of mineral resources had not been conducted in JSC AATVI ABS
STATE FORESTSO. Publicly available information about the performance indicators of JSC AATVI ABS

STATE FORESTSO0 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 Brundt land Report, 1987

Fig. 1. The three overlapping elements of sustainability

Sustainability is mentioned first in the U NO 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 I environment, economy, equity T upon

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

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

Having collected various theoretical definitions of sustainability and its influencing factors, the

following statements can be highlighted:

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

1 Sustainability is defined as Asustainable use of biological resources 0, Asustainable agriculture o,
Acapacity 0, Asustainable energy 0, Asustainable society and sustainable economy 0 and Aattainable
development 0o (Portney, 2015);

9 Sustainability is linked with consumption, which creates a link between the economic development
and the degradation of the environment . Di fferent Il eve
should be involved in ensuring sustainability (Port ney, 2015);

1 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 need s, such as the aesthetic values of a forest.
Table 1
A summary of the foundation and definitions of sustainability
Si s of Six definitions
X r'oobs'l.o of Points of emphasis
sustainability sustainability
. Movement Maintaining nature systems so that they could support
Ecological . .
capability human life and welfare
. Sus.talna'ble use Facilitating economic growth only in such a scope and
Resources/environment of biological .
manner that does not cause worsening of nature systems
resources
. Sustainable Relations between the human impact on the health of the
Biosphere . : L .
agricult ure Earth and its ability to support human population
- Sustainable Refusing from the opinion that science and technology
Technology criticism )
energy themselves will protect and save the Earth
No growth 71 slow Su;tamable 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 . . M-
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 sustainabi lity, 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 T
general economy concerns promoting the increase of goods a nd 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 Euro pean 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 Alatvia 2030 &, whose basic idea

is to satisfy the needs of the present generation balancing the interests of public welfare,
environment and ec onomic 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 ASustainable Management of Nat ure Values
and Services 0 the following are determined: Nature capital i non-renewable natural resources:
minerals 1 sand and gravel, renewable natural resources T land, wood, energy a.o. To manage the
nature capital effectively, it is necessary to determin e 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 woul d 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
i 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 gyps um, 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 i for 100 years, dolomite T for 210 years, clay 1 for
1130 years and limestone T 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 AOn the entrails of the earth o, the
law AOn the evaluation of the impact on the environment 0 and other laws and regulations, a
compromise between the interests of the land owners, the development needs and the environment
protection requirements is ac hieved ( Subterranean depths, 2019 ).

JSC ALATVIA'S STATE FORESTS 0 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

118



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 116 -123
DOI: 10.22616/ESRD.2019. 014

the forest eco -system. One of the sub  -goals is development and maintenance of the infras tructure,
i.e. building, repairing and maintaining forest roads (cleaning ditches, removing bushes).
JSC ALATVIA'S STATE FORESTS 6 manages the state -owned land in the amount of 1.62 million
hectares, including 1.60 million hectares of forest land, out of wh ich 1.39 million hectares are covered
byforests( Lat vi an St at e F p2088s LSF habk the righgstoépossession based on: part 2
of Article 4 of Law on Forest, which provides that management and protection of the forest land
writteninthe Land Re  gister 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 ALATVIA'S
STATE FORESTSO0 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 AOn the maximum allowed volume for cutting trees 0 (2015),
which is determined every five years. The cu rrently 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 ALATVIA'S STATE FORESTS 0 has built approximately 5.6 thous. km of forest roads
(FR) and in J anuary 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 ALATVIA'S S TATE FORESTS0 is 1.06 km
per 100 ha of a commercially wusable forest (Latviabds Stare f
renewable mineral resources of Latvia i sand, gravel, dolomite splinters i are used.JSC ALATVIA'S
STATE FORESTSO extracts mineral resou  rces: 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 per sons (physical and legal). According to
the available statistics, every year JSC ALATVIA'S STATE FORESTS 0 builds or reconstructs on average
318.3 km of forest roads (the average indicator in 2009 T 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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Fig. 2. The growth rate of JSC ALATVIA'S STATE FORESTS 0 profit after taxes and the base of

Comparing the growth rate of JSC

extraction of mineral resources in 2005 i 2017, %

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

i s the

companyés investment in the future, and i

territories and the out  put 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

ALATVIA'S STATE FORES TS0 profit (after taxes) and the base

t

014

al

S O

indicators, that is extraction and use of resources do not affect direct l'y the companyés

and the end result 7 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 compa

to attaining particular goals. As provided by the Regulations of the Cabinet of Ministers (CM)

AProcedure for extraction of mineral resources 0 (2006), mineral resources are divided into three

categories. Licences for extraction are issued to extract

mine AP category mineral resources, licences are not issued (see Table 2).

Categories of the stock of mineral resources

AAG and ANO category mineral resources. To

ny,

Table 2

Categories

Category characteristics

A category

Explored stock of mineral resources.

N category

Evaluated stock of mineral resources. The borders of the stock of mineral resources, the
deposit volume and structure are determined applying insufficient geological and

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.

geophysical data which have been obtained searching for the resources or due to

P category

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

circumstances the stock of the respective mineral resource acknowledged for genesis can
be evaluated by analogy with other explored deposits of the same genesis.

other geological research, as well as because in territories with fav ourable geological

Source: authorsoé created, based on APnoeeduRed g arlexraciioo of minecafresturces CM

The licence for extraction of mineral resources is issued to use

extraction of

ANO category mineral resources does not provide any guarantees that the use of

resources is rational and ser  ves its purposes. The data obtained from the evaluation of the extraction

of JSC ALATVIA'S STATE FORESTS 0 mineral resources by categories and the planning regions are

summarized in

During thirteen years, the best extraction results are in RPR and

Table 3.

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.

0

AAo and ANO category stock, but

VPR, the worst T in KPR because
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Table 3
Indications of the extraction of A ¢ ategory mineral resources against the total
extraction in JSC ALATVIA'S STATE FORESTS 0in2005 1 2017, %
Indicato 8 S S 8 2 = = S 9 S 3 S S
rs S| | R ||| ||| |= |88 8¢
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 o 96.5 o o 0 0 0 0 873 | 993 | 99.1 | 752 | 59.8
ZPR 69.7 90.4 72.6 95.4 98.3 98.5 99.0 94.5 99.5 85.4 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 686 | 865 | 766 | 966 | 91 | 968 | 901 | 951 | 996 | 918 | 842 | T | 974
Source: authorsdéd 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 ALATVIA'S STATE FORESTS 0 are bettert han those of other extractors of
mineral resources in Latvia (Lazdins A., 2016). The calculated average indicator of the extraction of

AAO category mineral resources against the total of mineral resources extracted in the company is

92 %.In 2017 there app  ear very low extraction indicators for AAO category mineral resources in VPR
and KPR because the mineral resources are extracted from new, partly explored extraction sites, as

it can be seenin  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.

100,0 98.9
98,0
96,0 93.6
94,0 92.0
92,0 90.4 90.4
S 90,0
88,0 8.0
86,0
84,0
82,0
80,0
RPR VPR ZPR KPR LPR Average in
Latvia
Planning regions of Latvia
m Average figures
Source: authorsdéd designed based on the LEGMC database

Fig. 3. Extraction of AAO category mineral resources in JSC ALATVIA'S STATE FORESTS 0 against

the to tal extraction of mineral resources in 2005 T 2017, %

The best quality indicator for the extraction of mineral resources is in RPR, which is 98.9 % , but
the worst one isin KPR - 87.0 % (see Figure 3). Comparing the average indicator of extracting AAO
cate gory mineral resources in Latvia with the extraction of BAO category mineral resources by JSC
ALATVIA'S STATE FORESTS 9, the indicators are worse in three regions - ZPR,KPRand LPR - 90.4 %,

87.0 % and 90.3 % respectively.

Conclusions, proposals, recommend ations
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 n eeds 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 bus  iness so that maintaining nature systems could support human life and
welfare also in the future.

3) JSC ALATVIA'S STATE FORESTS 0 is one of the largest extractors and users of mineral resources
in Latvia. Especially a lot of these resources are used in buildi ng, repairing and maintaining the
infrastructure of forest roads.

4) In JSC ALATVIA'S STATE FORESTS 0 the extraction and use of mineral resources is not directly
linked with the goals of production increase and economic growth but indicate to the
sustainabilit y 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 AAO category mineral resources which
have been explored and approve the technical opportunities of their use.

6) In case of JSC ALATVIA'S STATE FORESTS 0 the problem is related to the places where mineral
resources are extracted 1 onaverage8 % of the extracted mineral resources are obtained from
new, partly explored deposits. S uch 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 T when building the forest infrastructure,
JSC OLATVIA'S STATE FORESTS 0 partially implements sustainable management of mineral

resources .
8) The recommendation to improve the situation is: for JSC ALATVIA'S STATE FORESTS 0 quality
indicators of the extraction of AAO 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 ECONOMI C ACTIVITY IN POLAND
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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 in come fromnon -farm businesses conducted by farmers reached

152 % of farmsd total income on average for whole Poland, certain
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.
Key words:  non -agricultural activity, farm, spatial concentration, location coefficient, Poland.

JEL code: 013, Q12, Q15.

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 ec onomic 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 testi fies 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, includin g 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 employme nt 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 , itis 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, whic h 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 diversifica tion 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 -scalefarms,a ndonfarms
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 -agricult ural 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, 201 8). 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., 20 01). 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
develop a no n-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 com bination 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 altern ative 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 concentra tion
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:

00 ! (D)
T
where:
LQi i location quotient of non  -agricultural activities in the ith province of Poland, where
if{1,é, 16}, relative to the number of farms in the ith
NPWOJ(i) i number of farms conducting non -agricultural activities in the ith province,

NGWOJ(i) i number of farms in the ith province,
NPPL(i) T number of farms cond  ucting non -agricultural activities in Poland,
NGPL(i) 7 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 th an on average in
Poland;
- an LQ value <1 means a potential deficit in the analysed characteristic;
- an LQ value =1 (N 0.15) means that the distribution of t
as the distribution of this variable in the reference are a.
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:
1 regional differentiation of farms which earn income from non -agricultural activity,
9 share of farms which earn income from non - agricultural activity in the total number of family

farms in particular provinces,

9 share of households where over 50 % of total revenue originated from no n-agricultural activity in
the total number of far mer sé hous e hfari businessh a t earn i ncom
1 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 re  search 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 s ome 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 perce ntage 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 province s in the total number 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 | argely 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.

Zachodniopomorskie
Wielkopolskie
Warminsko-mazurskie
Swietokrzyskie
Slaskie
Pomorskie
Podlaskie
Podkarpackie
Opolskie
Mazowieckie
Malopolskie
Lodzkie
Lubuskie
Lubelskie

Kujawsko-pomorskie

Dolnoslaskie

20

o
a1
=
o
=
al

" share of farms obtaing incomes from non-agriculture activity B share of farms - total

Source: authorodés calcul adataon based on CSO

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 tota | number 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
aprovince inthet otal 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 inc ome from non -
agricultural activity. As demonstrated by the data (fig. 2),revenue fromnon  -farmeconomy 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 Pome rania 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 fro m 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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Sour ce: au talbuatiodmsed on CSO data

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 whic h
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 whichat  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 ec onomy 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 con centration 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 i n
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 p rovince (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 ca  Iculated 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 sma ller. 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 concentrat ion 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 th e 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 ea rning income fromnon  -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 far mso
totalin come 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 count ryds average,
being the lowest (11.7 % ) in the Province of Swietokrzyskie.
3) Itis 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 % 1t058.2 %, 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 MEASUR  ES TAKEN BY LOCAL AU THORITIES FOR DEVELO  PMENT
OF ENTREPRENEURSHIP 1 A CASE STUDY OF RURA L MUNICIPALITIES

IN POLAND
Renata Marks  -Bielska !, associate professor; Magdalena Wojarska ,PhD and lzabela
Serocka , M.Sc
!Department of Economic and Regional Policy, University of Warmia and Mazury in Olsztyn, Poland
Abstract . The research objective has been to identify activities undertaken by authori ties 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 designe d
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 retu rnrate 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 a nd 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 munici palities
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 measu res 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
Entrepreneurshipisamulti  -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, an d 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 one6s surroundings. In turn, entrepreneur
creation and d evelopment 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 number of enterprising persons who can activate this po tential 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 g overn. 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 | evel of

entrepreneurial activity. Decisions which they make can stimulate the establishment of new

1Corresponding author. Tel.: +48 89 523 47 09
E-mail address: renatam@uwm.edu.pl
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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 w  hich 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 t hat
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 t o 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 adjust ed 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
implementati on (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
totheincre asing 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, developme nt 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, factor s fall into
6hardé and O6softd ones. Finally, the origin of factors ¢
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 recomm endation 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 entrepreneurs hip, 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 div ersify 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 i mmediate cause is the scale and ¢ty
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institutions. Changes which are desired woul d eoflomalt t
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 influen ce 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 en  terprises. 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 ( w - J) af all rural municipalities ( gmina ) in Poland (1565
units constituting the third -tier | ocal government s, i.e. the | owest
division). In total, 770 respondents returned fully and correctly completed questionnaires, which
corresponded to the return rate of 49.2 % (an err or 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 2 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 distri bution (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 demonstra te higher activity in the field of creating suitable conditions for
starting and conducting business. The indicator gE (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 ca ses (i.e. satisfying the condition x 0ds<2.5Q 1-1.5Q 3 and X ¢4s>2.5Q 3-1.5Q 1)* 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 municipaliti es were divided into
three classes, according to the determined range (R) and value of the division parameter (k2).
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 qE;; group |
municipalities with extremely high (compared to the whole sample) values of gE;; group Il 7
municipalities with high values of gE;; group 1l T with medium values of gE;; and group IV T with

the lowest values of qE;.

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 val ues of § E andin 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 Q s 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 (Kukuga K., 2015) .
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municipalities distinguished with r espect to a rise in the number of companies between 2009
and 2018 are setin 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 \Y S K

Group | 69 550.19 305 2095 310.74 56.48 2.65 8.99
Group I 67 228.51 183 290 34.30 15.01 0.41 -1.21
Group Il 259 115.22 76 181 29.58 25.68 0.50 -0.90
Group IV 375 39.06 -112 75 2443 62.55 -1.00 3.03

Note: N i number of units in the group, o mean; min T minimum value; max T maximum value; SD 1 standard deviation; V

i variability coefficient; S i skewness coefficient; K i coefficient of kurtosis

Source: the authorso6 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 munic ipalities in groups | (where this response was selected by 75.4 %

of respondents) and I (88.1 %) than in groups Il (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 Il), the second

most frequent reply referred to the assistance in finding s ome land or premises (this option was

indicatedby 58.0 % and56.7 % of the respondents, respectively), while the third most often selected

answer was the improved technical infrastructure (46.4 % 1 groupl,55.2 % i group II). Among the

municipalities wit  h the lower values of g E the order in which these instruments were indicated was

reverse 1 improvement of infrastructure was indicated by 50.2 % of the respondents in group I

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 Ill 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 action s, 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 1) most often pointed to the development of technical infrastructu re 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 t he number 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 whe re

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 to entrepreneur ial 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 eff orts
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, there are a few Yes, we have constant
Yes, but we rarely T . . .
Specification No collaborate with institutions with collaboration with a
p which we colla  borate wide range of
others T
regularly institutions
Group | 21.2 48.5 24.2 6.1
Group Il 17.9 38.8 34.3 9.0
Group Il 26.6 45.2 23.9 4.2
Group IV 35.8 41.2 21.4 1.6
Source: the authorsdé cal cul adnhaverssrvepased on quest.i
Among the institutions engaged by local authorities in the process of creating optimal conditions
for conducting business, three were most often i-tieai cated.
local government in Poland; starostwo powiatowe ) (203 % of t ot al answers), t he Mar

(the first -tier local government; Ur zNd Mar s z)413.% o%)sudiother municipalities in Poland
(12.2 %). Similar networks of cooperation have been built by local governments in all groups of
municipalities distinguished wjahddifferencepwhichtappeasted&a h emongal ue of

them concerned only the frequency of indications. Respondents from groups | and Il chose the

Starostés Office and other municipalities much more ofte!

percentages of indications for the former were: 56.5 % and 61 .2 % (groups | and Il), and 48.6 %

and 49.9 % (groups lll and 1V), while collaboration with other municipalities was chosen by 40.6 %

and 46.3 % (groups | and Il) and 30.1 % and264 % (groups I 11 and IV). The Mars

most often indicated by m unicipalities in the group withj(gaouphl) gh r i se

59.7 %), and | east frequently in the set of muni@Opw)l i ties
Among the activities aiming to create optimal conditions for entrepreneurial ac tivity 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 proj ects 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 excep tthe firstone (  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 undertake n activities can be adjusted to specific needs of direct recipients.
Unfortunately, the survey showed that nearly 1 of the | o
take advantage of such a solution. Moreover, the percentage of municipalities which did n ot
collaborate with business companies in this capacity was higher in the groups with lower values of

the indic(aabod). gE
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Table 3
Tasks performed in collaboration with others to create optimal conditions for
conducting business in a municipality (i n %)
Group | Group Il Group Il 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 ’
Prov.|s‘|on of Infrastructural Infrastructural 39. Infrastructural
municipal 435 . 49.3 . . 33.6
. investments investments 8 investments
services
Implementatio Organisation of Organisation of 22. Organisation of
; 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 authorsdé 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 | 129 814 5.7 0.0
Group Il 15.3 73.6 6.9 4.2
Group Il 245 72.0 34 0.0
Group IV 27.7 70.5 1.9 0.0
Ai yes, we make efforts to find out opinions of entrepreneurs and inform them about the most important activities undertaken
in the municipality; B i yes, our collaboration with entrepreneurs is based on their regular, planned participation in tasks
undertaken togeth  er 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 participatio nin
most tasks undertaken together wi th the municipality
Source: the authorso6 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 dev eloping 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

(19.3

% ), encouraging

entrepreneurs  to collaborate in economic and social projects %), 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 | arge diversity in the
selected activities in all the groups, except groups Ill and IV, where the preferences were nearly
identical, although in group 1V 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.

t 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

1Respondents assessed the effectiveness of activities on a four -point scale of preferences, where: certainly
point, certainly no = 0 points. The points served to build the indicator W (W=(

yes = 3 points, yes = 2 points, no = 1
“niwi)/kN, where: i-index of assessment,  ni-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 i) informing  what share of the maximum number of points which could be scored the
respondents assignedtoagiven answer ( Kar aszewsKki Ww. , Sudog 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
|l ocal authorities, the value of W index was seen tio
This means that respondents from the municipalities where the increase in the number of economic
entities between 2009 and 2018 was high or v ery 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 environme nt for the
development of business (in % ).
Group | Group Il Group Il Group IV
Task % * task % * task % * task % *
Meetings with g(;)(l;li:)g:]ad"on in Invitations to Invitations to
councillors and 39.1 ) 52.2 sessions of the 375 sessions of the 41.9
o - economic . ;
municipal officials . local council local council
projects
Invitations to Invitations to E?g::ﬁgggnm ili)f(grrigggnm
sessions of the 36.2 | sessions of the 49.3 355 32.0
. . about labour about labou r
local council local council
market market
Meetings with Collaboration in Collaboration in
Exchange of councillors and social and social and
information about 36.2 g 43.3 ) 351 . 28.0
municipal economic economic
labour market - . .
officials projects projects
Collaboration in Exchange of Meetings with Meetings with
social and 304 information 218 counc!llors and 313 coun_c!llors and 259
economic about labour municipal municipal
projects market officials officials
" - percent derived from the number of indications relative to the tot al number of units in the set
Source: the authorso6 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 t heir

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, co operation 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 condi tions 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 coll ected 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 entrepreneur s in the creation of a proper climate for developing business.
In both <cases, the percentage of answers Othe municipal
increased considerably as tdeaeasead A simlar @indingtemmerged frordeaux § E
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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Abstract.  When in 1958, under the Treaty of Rome, the Common Market was established, agriculture of the six

founding m ember 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 wit h 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 Europe an 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 deve
development policy, whic  h 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 thei r own rural development programmes based on European
mechanisms. In contrast to Pillar |, which is financed wholly by the EU, programmes under Pillar Il 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, Multi annual Financial Framework, EU budget.
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The shaping of the EUS8 Common Agricultural Policy
The year 1962 is considered to be the beginning of the Common Agricultural Policy (CAP) of the

European Economic Communi ty ( t cneated Hve Oysars priore t0 éhate kss or )
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 actionsta  ken 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 app eared, 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 measur es 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 in tervention
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. Obtaini ng 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 int roduced, 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 transit ion 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 in tervention 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 minist ers 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
modulat ion) 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 resource s 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 dep opulation 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

mana gement 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 clearl y expressed in the conclusions of

the European Council in June 2001: 6ln recent years, the
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emphasis on market mechanisms and, thanks to the use of targeted support measures, it has
become more geared towards satis fying 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 guidel ines 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 classifi cation 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 shar e 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 bee n 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: 6rur al areas are terrains |l ocated ou
boun daries, i.e. rural communes or rural parts of urban -rur al c 0 mARBOWE 28048 )(
Pillar 11 of the EU6s Common Agricul tural Policy

Agenda 2000 was of key importance in the EU discussion on the need for rural development. Its

adoption was directly related t o 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 cha llenges 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 be came 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 multifunctiona | and
sustainable agriculture.

The main contribution of Agenda 2000 was the extension of the impact of the CAP with the Pillar
Il, 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 rura | 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 certificati on 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 pro gramme 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 rur al 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 transpa rent. 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 i 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 yea rs, 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 -measure s. It is worth briefly presenting a few of them ( PROW
2018).

Measure: OKnowledge transf er i avosub inmefacsrumeetsi: o no Vaocctait a nosnéa |
and skills acquisitiond and O6Demonstrations and isaryf or mat i
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: 6 Qual ity schemes for agricul turiatwo quby -onéaswes:s and f
6Support for new participanbésand 68opdpqubliodty sahewmesg ou
promotional activitiesod. T h e -quallyj agricuturaV products and fooalduéfsc i ng hi gh
to the market (beneficiaries: a farmer or an entity created by at least two producers of agricultural
prod ucts or foodstuffs, who work under quality schemes),

Measure: 61l nvest ments i n philyeebsubame aswreds:d6 6Moderni sation of
hol dingsdéd (the objective: devel opment of cow mil k, beef
operations fo cused on new innovative technologies, increasing the production scale and improving
production quality); the sub -measure OProcessing and marketing of agr
objective: processing and placing agricultural products on the market at the | evel of wholesale trade
i 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 s  ubject to full social insurance for farmers); the sub -measure o6Land
consolidationd (the objective: iimprovement in the area st
land),

Measure: 60Restoring agricultural production potmmnhd al dar
introduction of appropri dttwosphr-mmeanstiren: adSuppebdt for i ny

preventive measures to limit the effects of probable natural disasters, adverse climatic events and
catastrophic eventsd ( supporventdamage dausedeosagricuttunat heldingh at pr e

by flood or heavy rainstorm) and the sub -measure O6Support for investments i
143



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 140 -146
DOI: 10.22616/ESRD.2019. 017

agricultural land and restoring agricultural production potential damaged by natural disasters,
adverse climatic eve nts and catastrophesé (support for i nvest ment
potential damaged by natural disasters),

Measure: 6 Devel opment of f ar ms a i divesub enmeoansi ucr easc:t i6vBotnyubs es f or
farmersd (the benef i ci armwunder, withagrieutusabgnalifcagiens whd Gommences
an agricultural activity for the first time or runs a farm No longer than 12 months before submitting
the application); the sub -measure ORestructuring small farmsdéd (the
compe titiveness 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 O0Bonuses fo-magst autl it ug aldtie ajedtive diversifi@todof activities

in rural areas); thesub -measure 6éDevel opment ofi dewelopmenpof arcelturals hi p

servicesd (the objective: creating conditions for compet
diversification o f economic activity in rural areas, thus contributing to sustainable socio -economic
development of rural areas); the sub -measure OPayments for farmers transfer

objective: a permanent transfer of the farm to another farmer),
Measure: @asi c services and vil | agiethreesub e memdured (the objactivex!| ar eas o

improving living conditions in rural areas by providing access to basic services, including technical

and cultural infrastructure, for people inhabiting rural areas, an d supporting local development); the
sub-measure 6Support for investments in the creation, i mpro
scale infrastructure, including investments i n-measwewabl e

6Studi es amenmts assaciatedswith the maintenance, restoration and upgrading of the cultural
and natur al heritage of villagesd (operations related to
architecture); the sub -measur e: 6Support for i nvewp mMamovesnentiar t he S ¢
expansion of basic local services for the rural population, including leisure and culture, and the related
infrastructured (investing in recreation and cultural fac
operations associated wit  h investments in marketplaces or building structures for the promotion of
local products and services),

Measure: 0 A genvironment -c | i méhe @bjectives: 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: &6 Or gani c  f(ther abjectivg: érestoring, prot ecting 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 Agri cultural 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 deve lopment policy, stressing that it should contribute to:

1 increasing the competitiveness of the agricultural and forestry sectors,

9 improving the natural environment and landscape,
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1 improving the quality of life in rural areas and increasing support for divers ification of economic
activity.
The EAFRD budget amounted to EUR 96.3 billion under the MFF 2007 -2013,i.e.20 % ofthe 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 o f 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 m  arket -related expenditures and direct aids (Pillar I), and EUR 95.6 billion (9 %) for
rural development (Pillar 11). Essentially, we are dealing here with two parallel phenomena: a
decrease in the share of expenditures allocated for financing the CAP (curr ently 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 t otal 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 11 T 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 recomm endations 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 number of new priorities have

been identifie d, 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.

Bibliography
1. Commission Delegated Regulation (EU) (2015) No 2015/791, of 23rd May 2015 Am ending Annex | to

Regulation (EU) No 1305/2013 of the European Parliament and of the Council on Support for Rural
Development by the European Agricultural Fund for Rural Development.

2. Decyzja Rady z 20 lutego 2006 r. w spraWwhetgtdhbegdbzwoyaohotwgtwm
wiejskich na lata 2007  -2013 (2006) (Council Decision of 20 February 2006 on Community Strategic
Guidelines for Rural Development - Programming Period 2007 to 2013) 2006/144/WE
3. Drugi filar Wsp-lnej Pol i tjyukio bRozlare jw (20i%e($esokg Rikr Of The @ap:
Rural Development Policy) http://www.europarl.europa.eu/ftu/pdf/pl/FTU_3.2.6.pdf (Access: 31.01.2019.).
4. EU Agriculture Spending ,(2015) Agriculture and Rural Development
http://ec.europa.eu/agriculture /index_en.htm (Access: 1.01.2019.).
5. Hardt G. |M»00X}acje reformy Wsp:-I|lnej Polityki Rol nej dla pol ski
UKIE, Warsaw, 2007; Ocena reformy WPR uzgodnionej w Luksemburgu 26 czerwca 2003 r. z perspektywy
Polski (Evaluation of the CAP Reform Agreed in Luxemb ourg on June 26, 2003 from Poland's Perspective),
Foundation of Assistance Programmes for Agriculture FAPA, Warsaw

6. Europej ski Fundusz Rolny na rzecz Ro z(Eumpean AQricudtmrahFunddior Wi ej s ki ch (
Rural Development), European Commission, Brussels

7. Oleszko -Kurzyna B., (2010) Roz w: | obszar-w wiejskich jako priorytet wsp-1|ne
Europejskiej (The Development of Rural Areas as a Priority of the European Union's C ommon), Annales
Universitatis Mariae Curie -Skgodowska, Vol . Xpll08;1055ecti o H. ,

145



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 140 -146
DOI: 10.22616/ESRD.2019. 017

8. Polityka UE w zakresie rozwoj u obh8023(2008(EUNHOlEyjosRUrat h na | ata 2007

Revelopment for 2007  -2013), Fact Sheet, Luxembourg: Publications Office of the EUp. 4.
9. Program Rozwoju Obszar-w Wiejskich przygotowany przez Komisjn
Rozwoju Wsi RP na lata 2014  -2020, (2018) (Rural Development Programme 2014 -2020), Warsaw

10. Skulimowska M., (2013) Sprawozdanie na temat unijne go budUet u n a2020a(Reportdties£U
Budget for 2014 -2020) Report 120/2013, Brussels, December
https://www.senat.gov.pl/download/gfx/senat/pl/defaultopisy/296/5/1/120.pdf (Access: 30.12.2018).

11.Wieliczko B., (2006)  Polityka Unii Europejskiej wobe c obszar - w (@#he&p'sRuialOévelopment
Policy), Anstitute of Agricultural and Food Economics 0, No 134, Warsaw p. 12, 42.

12.Zrozumi el polityk~f iURpinictwoE20T4) p(Erderstandete Policy of the European Union i
Agriculture), Luxembo  urg: Publications Office of the EU

146



Proceedings of the 201 9 International Conference” ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 147 -154
DOI: 10.22616/ESRD.2019. 018

FACTORS IMPACTING WO RK REMUNERATION IN T HE CONTEXT
OF SOCIAL SECURITY PROTECTION IN LATVIA

Baiba Mistre 1, Mg.oec.; Anda Zvaigzne 2, Dr.oec. and Gunita Mazure 3, Dr.oec.
1.3 Faculty of Economics and Social Development, Latvia University of Life Sciences and Technologies 2Research
Institute for Business and Social Process, Faculty of Economics and Business Management,
Rezekne Academy of Technologies

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 t he

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 soci al 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 o f 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 i mportant
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: J310, J380, 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 m  ay 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 protecti on 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, soc ial assistance and social services.
Under the Law  20n State Social Insurance 6 (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 influe nced by the amount of the mandatory state
social insurance contributions paid from the income (work remuneration).
Several researchers like A.Grinfelde (2010), |.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@Ilu.lv
2 E-mail address: anda.zvaigzne@rta.lv
3 E-mail address: gunita.mazure @llu.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) ha ve
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 impacti ~ ng 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 s ociological research methods T 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 d atabases and other sources.

Research results and discussion
1. Work remuneration and factors impacting it

Pursuant to the  ALabour Law 0 (2001), work remuneration is a regular pay for work payable to
an employee, and which includes wages and salaries and s upplements 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 m eet their needs (Darba
algas un ..., 2006).

The amount of a persondés soci al guarantees (pensions,
influenced by the gross wage to personal insurance contributions and insurance period (length of
service).

The not ions Awage subject to insurance contributions 0 and Ansurance period 0 are more related
with the calculation of state pensions and social insurance benefits.

According to the Law  AOn Maternity and Sickness Insurance 0 (1995), the wage subject to
insurance co  ntributions is the income from which the state social insurance contributions have
been made.

Pursuant to the law  AOn State Social Insurance 0 (1997), the employer has to calculate the
mandatory state social insurance contributions for each employee from th e object of contributions
and pay it into a special budget account.

The object of mandatory contributions of an employer and employee is all calculated income for
work from which the personal income tax shall be withheld, without deduction of the non -taxab le

minimum, tax reliefs and eligible expenses for which the taxpayer is entitled to reduce the taxable

income.
The object of mandatory contributions of a self -employed person is freely selected income from
the production of goods, performance of work, prov ision of services, creative and professional activity

and other income from the economic activity.
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The European Social Charter states that all employees and workers have the right to a fair work
remuneration that is sufficient to ensure decent living con ditions for themselves and their families as
well as the right to social protection (Par Eiropas Socialo...., 2001).

The interaction between the labour demand and supply determines the level of work
remuneration (Erenberga R.G., Smita S.R., 2012). Labour demand depends on the demand for
products and services as well as labour productivity. Labour productivity, in turn, depends on
technologies, natural resources, quality of labour force, administration and organisation. Therefore,
the demand for labour is s imultaneously determined both by the individuals as characteristics of
certain human resources and the technical resources and the work organisation of a particular
company carried out by the company manager as well as the macroeconomic environment in the
country (Darba algas un ..., 2006).

Professor V.Gaga (2013) emphasises that the level of labour productivity is affected by the level
of the extensive use of work and the technical and technological condition of production.

The extensive characterisation of work reflects the degree of use of working time and its duration
in a shift, while the other characteristics remain unchanged. The more working hours are used, the
less is idle time and time consumption not related with the production; and the longer i s the shift,
the higher is work productivity. There are two visible boundaries to the extensive characterisation of
work: the duration of a working day and the duration of a working week set by the legislator (Gaga
V., 2013).

G.Libermanis (2006) admits tha t the demand for labour is influenced by the demand for
performances of outstanding musicians, artists, actors, directors, writers, sportsmen and a variety
of different  Astars 0.

Labour supply is determined by the number of population in certain age groups, the institutional
environment (regulatory framework) and alternative sources of income, for example, the possibilities
to work abroad, the level of pensions and benefits etc. Labour supply is also determined by the labour
supply of immigrants and the read iness to work for a significantly lower salary (Libermanis, 2006).

The level of wages is determined by investments in human capital (education and health care).

This is expressed both at the individual level (a person who has invested in education receives a
higher salary) and at the company | evel (depending
employees).

Investing in human capital makes people more productive and emotionally richer. It is essential
to maintain the base value of human capital and to increase its productivity in Latvia due to the
decrease in the number of population and aging of the society (Latvijas ilgtspejigas attistibas ...,

2010).

Researchers Siebert et al. indicate that a vocational training or a university degree is the
requirement of an employer for skilled workers to avoid precarious working conditions. It is also
related with the duration of employment, which, in turn, is linked to the quality of life as it affects
the social life and involves a number of risk factors such as insecurity of employee income ( Siebert
AA. et al., 2018).

Salaries and wages are influenced by various political, institutional (provisions of legal and
regulatory enactments, activities of trade unions etc.), social and psychological f actors. The wage
gap from the market level is determined by the size of the company, the competitive labour force
situation and the personnel management strategy (Darba samaksas un ..., 2014).

The following competitiveness aspects either directly or indire ctly impact the work remuneration:
149
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GDP volume and its dynamics, and the welfare of population;

1 GDP in terms of revenue, showing the distribution of revenue between the owners of labour and
capital;

i labour taxes;

1  minimum wage;

9 costs of living characterise  d by the comparison of prices for goods and services;

9 labour productivity and the structure of national economy (Darba samaksas un ..., 2014).

The study ACompetitiveness of Wages and Social Guarantees in the Baltic States 0 (2014)
concludes that the amount of GDP affects the level of wages (both the absolute GDP characterising
the economic capacity and the relative GDP per capita characterising the general welfare of
population), i.e. the wages are higher in the countries where GDP per capita is higher.
The minimum monthly wage is essential to ensure at least the minimum level of social protection
for a person. A study by the Ministry of Welfare indicates that employers assess differently the impact
of the increase of the minimum wage on the work remuneratio nin general. In companies with higher
productivity, the increase of the minimum monthly wage does not have any impact on wages as they
exceed the minimum wage. However, in companies with lower productivity and turnover, the size of
work remuneration fort  he part of employees coincide with the minimum wage set in the country;
thus, the employer has to increase wages irrespective of its possibilities ( Darba algas un ..., 2006).
The level of work remuneration impacts the social protection of employees. Studie s show that the
main reason in Latvia for employees to leave and change work is higher remuneration (Velama videja
menesalga, 2016). In turn, the reason for the employer to increase the salary is labour productivity.
Nevertheless, different studies confirm that labour productivity has increased in recent years in
Latvia. Higher labour productivity allows generating more value added per unit within a certain time
unit and to raise work remuneration for employees (Saulaja I. et al., 2016).
Further the authors  of the present research will determine the most important factors impacting
work remuneration to ensure the social protection by means of the expert focus group discussion

method.

2. Assessment of the factors impacting work remuneration for the provision of
social protection

In November 2018, a discussion of the focus group experts was carried out within the framework
of the research to identify the experts' opinion on the factors impacting the level of work
remuneration for the provision of social prote ction of the population. Five experts participated in the
focus group discussion. The criteria for selecting the experts were as follows: higher education; at
least 5 years of experience in accounting or finance, calculation and planning of salaries and wa ges;
experience in social protection; knowledge on the legal and regulatory enactments of the Republic
of Latvia and the European Union in relation with the research topic. Selected experts represented
different organisations: municipalities, businesses, c onsultancy and education institutions.

Based on the results of the focus group survey, the authors grouped the factors impacting the
level of work remuneration using the Affinity diagram method, which was developed by Jiro Kawakita
in the 1960s. The Affini  ty diagram is a method that helps systematise information, group data or
topics. The diagram is suitable for the particular research to group the data from studies and ideas

resulting from the focus group discussion a®a). brainstorm

150



Proceedings of the 201 9 International Conference "

Experts identified the most important factors impacting work remuneration and divided them into

ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50

Jelgava, LLU ESAF, 9-10 May 2019, pp. 147 -154
DOI: 10.22616/ESRD.2019. 018

macroeconomic, microeconomic and personal individual factors.

Macroeconomic factors were subdivided into the following groups: social, technological, e conomic,
political and legal factors ( Table 1).
Table 1
Affinity diagram I factors impacting the level of work remuneration based on
the expert focus group discussion results
Macroeconomic factors Micro - Personal
. hnological . Political and economic individual
Social Technological Economic legal factors factors
Regulation of Length_of service,
Number of . . education level of
L Technology . work remune - Financial
population in Price of labour . - employees
. development ration situation of the
certain age force L (knowledge,
trends (minimum company .
groups skills,
wage) com
petences)
Trends of Technical _and Remuneration Position held,
T technological GDP amount and ;
immigration . system in the career growt h
and emigration state 9f dynamics company opportunities
production Tax legislation
Empl oyeeso (labour taxes)
Type of company
level of Development of - Company
Costs of living = (local,
knowledge and e-commerce activity sector . .
- international)
skills
Attitude Unemployment National social Geographlcal
towards work I rate - location of the
Availability of policy and the
(dependency on . company,
" ’ pric es of software EU
social benefits), Employment rate market, sales
) programmes
health, leisure (export)
Comparative Othgr: Other: age,
. advantaggs of the . social gender, health
Other: Other: regions Other: contributions situation, marital
development of possibilities to use opportunities and other status etc.
social artificial of the economic
innovat ion and intelligence in o population to benefi ts to
entrepreneursh various sectors Other: inflation work abroad employees,
ip etc. etc. rate etc. etc. investment in
human capital
etc.
Source: authorsé research

The expert focus group discussion was followed by a more in -depth population survey using the

individual factors influencing the level of work re muneration determined by experts: length of service,
level of education, career opportunities, type of company (local, international) and others: age,
gender, health situation, marital status etc.

The research incorporated also a population survey, which was done in Latgale region, as the
average monthly gross wage is the lowest there in comparison with the other regions of Latvia
(Table 2).1n 2017, wages in Latgale region were by 38.7 % lower than in Riga region and by 26.5 %
lower than in Pieriga region . Low work remuneration indicates on lower welfare and social protection
of the population. The calculated chain growth rates characterise the intensity of changes in the gross
wage level in the regions of Latvia. In 2017, the most rapid increase in the av erage gross wage was
observed in all regions of Latvia, which was influenced both by the increase of the minimum monthly

wage and the improvement of the economic situation in the country.
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Table 2
The average monthly gross work remuneration in the regions o f Latvia
between 2013 and 2017
_ Average monthly gross work remuneration, EUR Chain growth rate, %
Reglon 2013 2014 2015 2016 2017 2014 2015 2016 2017
Riga 815 869 925 971 1044 6.63 6.44 4.97 7.52
Pieriga 677 721 770 806 871 6.50 6.80 4.68 8.06
Vidzeme 560 598 643 675 739 6.79 7.53 4.98 9.48
Kurzeme 608 651 693 716 775 7.07 6.45 3.32 8.24
Zemgale 597 645 683 725 786 8.04 5.89 6.15 8.41
Latgale 490 522 564 592 640 6.53 8.05 4.96 8.11
Latvia 716 765 818 859 926 6.84 6.93 5.01 7.80
Sour ce: aut hsgucterdobasedon the data of the Central Statistical Bureau (CSB), 2018
In total, 661 inhabitants of Latgale region participated in the evaluation of personal individual
factors impacting the level of work remuneration. The questionnaire with the criter ia to be evaluated
was distributed electronically and in a printed form, and the residents were interviewed by telephone.
The research period was from October 2018 to January 2019. The statistical data package SPSS
(Statistical Package for the Social Scien ce) and Microsoft Excel analysis tools were used to process
the research results.
The questionnaire was developed so that the population assessed the personal individual factors
impacting the level of work remuneration using the Likert scale in a 5 -point s ystem from 1 (lowest
rating, i.e. with the lowest impact) to 5 (highest rating, i.e. with the highest impact on the level of
work remuneration).
The survey data show that the highest rating (with 5 points) among the personal individual factors
impactingt he level of work remuneration have received the following factors: the position held and
the level of education; these are the factors that mostly impact the level of work remuneration
(Table 3).
Table 3
Breakdown of the respondentpibts aystenmvassessingitha a 5
personal individual factors impacting the level of work remuneration, %
Breakdown of the respondg
Personal individual factors assessment, %
1 2 3 4 5
CE(():Inuq(‘:)aettigrr:clg\S/;el of employees (knowledge, skills, 3 5 17 38 37
Career growth opportunities 4 10 23 33 30
Position held 3 15 34 43
Length of service 4 21 40 26
Workplace 1 local company 5 10 23 41 21
Workplace i international company 4 9 21 41 25
Stt;h?r: age, gender, health situation, marital status 10 15 o8 31 16
Source: authorsé research

The highest percentage of respondents have assessed the following factors: job at international
and local company as well as the length of service. These factors received 4 points. This means that
the position he Id in the company and the level of education obtained significantly impact the level of

social protection, and hence, the quality of life.
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Analysing the survey results by means of the statistical methods, the average indicators are one
of the mostimporta  nt figures. The average arithmetic figure is the sum of all variants of the sample
set divided by the number of variants. Table 4 shows the average and mean indicators for the
assessment of personal individual factors impacting the level of work remunerati on.
Table 4
The average and mean indicators for the assessment of personal individual
factors impacting the level of work remuneration (n=661)
Criterion Mean Average
Education level of employees (knowledge, skills,
4 4.01
competences)
Career growth opp ortunities 4 3.74
Position held 5 4.10
Length of service 4 3.72
Workplace i local company 4 3.63
Workplace 1 international company 4 3.75
Other: age, gender, health situation, marital status etc. 4 3.29

authorso6 research

In general, it should be concluded that the respondents' assessment of the position held as the
individual factor influencing the salary level is high. The lowest average rating is given to other factors

such as age, gender, health situation, marital status etc.

Conclusions

1) Work remuneration helps employees obtain the necessary resources to meet their needs. The
level of work remuneration impacts the social protection and well -being of employees, while the
level of work remuneration is determined by the interaction between lab

2) The factors impacting work remuneration based on the expert focus group discussions and using

the Affinity diagram method were divided into three groups: macroeconomic, microeconomic

and personal individual factors. Macroeconomic fac tors were subdivided into the following
groups: social, technological, economic, political and legal factors. The research hypothesis was
confirmed.

3) Within the research, a population survey was done in Latgale region, as the average monthly

gross wage dur ing the entire period analysed is the lowest there in comparison with the other
regions of Latvia.

4) The population survey data analysis shows that the position held and the education level are the

most significant personal individual factors impacting the | evel of work remuneration, and hence,

the social protection. Other significant factors include a workplace in an international and local

companies as well as the length of service. The least significant factors resulting from the

our demand and supply.

population survey are age,
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DEFINING SOCIAL INNO VATION: THEORETICAL DISCOURSE

Svetlana Polovko 1 Mg.oec; Gunt a Gr AnbRIr&ftBeoec.,assoc.prof.
12| atvia University of Life Sciences and Technologies

Annotation. Although the scope of the theoretical discourse on business innovation today is remarkable and still
growing, its off -spring Asocial innovation o is yet only in the process of formation. Gone are those days when
economically advanced European Union countries made every effort to enhancing business innovation in their
national economy sectors. Nowadays, even the most successful EU Member States show increasing interest in
developing such innovation products that could overcome the failure of the existing national economy models to
handle increasing social problems caused by regional disparities, social inequality, availability of primary and
secondar y education and health care. Latvia is one of those EU Member States, which still is exposed to uneven
economic development and its caused social consequences such as unemployment, social exclusion, unavailability
of social services in the regions. The int ention of the authors is to explore the potential of target -oriented social
innovation creation in Latvia regions to eliminate their disparities. In this respect, the authors consider that before
conducting so specific research, it is first of all necessar y to summarize the existing definitions of social innovation
and, based on them, formulate a new, specially designed definition that would most precisely comply with and
could be used in the context of regional development studies. The study uses monograp hic method, methods of
analysis and synthesis, method of scientific induction and scientific deduction. In scope of the research, the
authors have clarified the narrow and broad context of social innovation concept and have formulated a new
definiton,whi ch will be used in the further authorsd research devoted

Key words:  social change, social problems, innovation.
JEL code: 035, 031.

Introduction
Activities related to promoting social innovation are increasingly included i n the European Union

regulatory enactments and development plans. It is emphasized that social innovation is a powerful
tool for addressing social problems. However, the studies of scientific literature reveal the lack of
unified and over -embracing approac h to the issues related to the definition of social innovation.
Therefore, this study is devoted to the analysis of the existing theoretical framework of social
innovation.

The aim of the study is to analyse the concepts Annovation o and Asocial innovation 6. In the study,
the authors used the following methods: monographic method (to analyse theoretical literature
sources and interpret various definitions); methods of analysis and synthesis to study the elements
of the problem separately and to establish mu tual relations; scientific induction method - to create
scientific assumptions and similarities based on individual elements; scientific deduction method -
logically systematize and explain empirical data. Within the framework of the study, the authors use d

scientific literature on evolution of innovation concept. The aim of the research is to analyse the

theoretical discourse of social innovation concept. The specific research tasks  are: 1) to clarify the
common and different features of Annovation ¢ and i ts off -spring Asocial innovation ©; 2) to study and

interpret the existing theoretical definitions of social innovation; 3) to formulate the definition that

could be wused in the further authorés r es eaienecsoctalo expl o
innovation creation in Latvia regions to eliminate their disparities The object of the current research

is social innovation but the subject is theoretical discourse of social innovation definition.

L Email: svetlana.polovko@inbox.lv, mob. +371 25944741
2 Email: gunta. grinberga@llu.lv , mob. +371 29463545
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Research results and discussion
There is a growing demand f  or innovative solutions to social problems in society. While great

progress has been made thanks to technology and advanced social services, yet every improvement

brings new challenges and, accordingly, new problems. Nevertheless, critical societal challen ges can

also become opportunities with an active involvement of community actors. Since 2009, social

innovation initiatives have been discussed at the European Commission, whereby social innovation

has been associated with a contemporary and efficient solu tion for solving increasing numbers of

various social needs. The economic crisis is seen as a motivating factor for the development of

innovative solutions, while also promoting the exploitation of the society's own development

potential. Also, the authors 6 previous r e s e a-Zaite, Ofa@isjanay Swikogaa 2015)

related with exploring different aspects of soci al innov
innovationod6s potential to deal with probl e nmmnewotkfited exi st i n

to address, e.g. climate change or increasing inequality.

The essence and development of innovation and social innovation
The concept of innovation was first introduced at the end of the 12th century in France, it was

used in conversational  language and denoted the ability of a person to invent something new.
In scientific society this term was first mentioned in the 19th century, when it meant the process
of cultural diffusion, which involves the inclusion of elements of one culture in anoth er culture.
In the beginning of the 20th century, the term Annovation ¢ appeared in the work of economists
and sociologists (G.Tard, N.Kondratjev, J.Schumpeter) who had found a link between innovation and
the dynamic development of society.
Today itis bel ieved that Schumpeter is the founder of innovation theory who in 1912 in his Theory
of Economic Development argued that Annovation is any possible change based on the creation of a
new value method, entry into a new market or use of a new source of raw ma terials 0. Thus,
innovation is characterized not only by the invention, but also by the process by which the invention

is realized. In the course of time, Schumpeter (1964) defined innovation as a combination of new

elements (inventing new goods, methods, r aw materials into an organization or industry), which is
a novelty to the existing economic system. In Latvia, the term Annovation 0 was first introduced in
the Dictionary of Foreign Words (1996) and was explained as Anovelty 6 and Anovation o.

The discourse of modern science and philosophy due to digitalization of economy and society has
caused a rather ambiguous understanding of innovation. Moreover, the absence of a generally
accepted innovation theory leads to the growing numbers of various innovation def initions, which
often contributes to the change of the essence of this term. Accordingly, today in the theory two
innovation positions are denoted - innovation - process and innovation -result
The first position is clearly ~ -defined in the definition of Hungar ian researcher B. Santo  Ainnovation
- is a socio -technical -economic process that leads to a better product or technology through the
practical use of ideas and inventions 0. Whereas the second position is explained by Crozier and
Friedberg, arguingthat  Annovation is a process of collective creation in which members of a collective
entity learn, invent and develop new products, technologies and forms. 0 The innovation definition
that has been adopted in Latvia also refers to the process Annovationisaproc ess whemne (&)
The term Asocial innovation ¢ is relatively new, but the concept of social innovation itself has
already existed long before, for example, when various social institutions emerged, shelters for poor

people were established, and the emergence of cooperatives is also an example of social innovation.
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Although there are still different opinions and discussions on the definition of the term Bsocial
innovation ¢, it is gradually gaining more prominence in the discussions on EU policy priorities. Whi le
working on the Europe 2020 strategy, the term Asocial innovation © was used with great caution, but

it is now present in almost all discussions on the formulation of smart and inclusive growth priorities
and the possibilities to achieve them. Given the c urrent emphasis on the need to seek new ideas to
address societal needs, social innovation is gradually taking root in the operational programmes of

the EU and its Member States.

The academic interest in social innovation began in the 60s of the 19th centu ry. Academic
|l iterature provides a broad approach to conceptually def|
researcher of the 19th century who used soci al innovatio

designate a social invention.

However, social i nnovation themes and concepts had existed long before. Mr. Franklin said that
minor changes in the work of social organizations can solve many of the daily social problems. Many
of the 19th century researchers, such as Mr Ouens, Mr Weber and Mr Marx, promo ted their ideas for
social innovation and anticipating profound social change. Later, several attempts were made to
structure the field of social innovation, such as Moulaert and Nussbaumer (2005), Pol and Ville
(2009), and Dobele (2015). However, the lite rature studies give evidence that often all these
categories lack systematic methodologies that simultaneously incorporate the concept of social
innovation in different disciplines.

Nowadays, the idea of social innovation has become a vector of political -economic development
of modern developed countries, and their origins date back to the 1990s, when the initiatives of the
European Social Fund - NOW, ADAPT, HORIZ ON, LEADER - became the basis of a new approach to
social policy making, breaking down borders between the state, the private sphere and civil society.

In the EU Innovation Union , special attention is paid to social innovation 1. The Innovation Union
explains the term  Asocial innovation 0 as an opportunity to involve EU citizens in economic activitie S.
The Annovation Union ¢ initiative encourages Member States to use the European Social Fund for
investment in social innovation projects. Social innovation projects are often viewed in paralel with
the aspiration to reduce poverty at the European level. Thel nnovationUnion 6s i nitiative stre:
need to enhance the support for social innovation measures in 2014 -2020 and calls on the Member
States to be more active in supporting social innovation projects. Social enterprises are also seen as
an option how to improve the access for women and young people to the labour market, and to
support other categories of disadvantaged workers.

Officially, the idea of social innovation was recognized in 2010, in the meeting of Z.M. Barroso

and public activists and i  nnovators, which led to the inclusion of concrete proposals in the Europe
2020 strategy.

The distinction between the concepts of Ainnovation 6 and Asocial innovation 0 is
complicated because of the fact that science has a narrow and broad understanding of th e term

Asocial 0. In a broad sense,  Asocial 0 is similar to the public and opposed to natural and biological

factors. In a narrow sense, Asocial 0 is related to the sociological, linked to social, i.e. human
relationships as members of particular social group s. Consequently, social innovation in a narrow

and broad sense differs. In a broad sense, all kinds of innovation can be considered as social: techno -

technological, economic, political, psychological, scientific, ecological, cultural etc., because they are

1 The Innovation Union is one of the seven flagship initiatives of the EU 2020 strategy developed by the European Commission to identify nationa |,
European and international actions to be implemented in the field of innovation in order to achieve the goals of the EU 2020 strategy.
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social phenomena and are attributed to the defined sphere of public life. Whereas in the narrow
sense, social innovation is understood only as a change in the social sphere of society that leads to
changes in social groups, their relationships, changes in social environment, social institutes and

organizations.

In the scientific literature, the innovation is generally associated with changes (according to J.
Schumpeter). But, in the authorsé opinion, such antsunders
nature, because innovation rather commits changes , but it is not a change itself. Accordingly,
innovation and change - these are related processes, but not identical.

Table 1

The discourse of social innovation concepts

Definition Authors
AThe corr_1m|tm ent of an |nd|V|du_aI or group Fo take responsibility for a social need or a Chambon et.al. (1982, b. 8)
set of social needs that are not satisfied 0
AThe process of collective creation, in which certain members of a collective entity learn,
invent and deve lop new rules for cooperation and social conflict situation, or, in other Crozier & Friedberg (1993,
words, new social practices, and in this process they acquire the necessary cognitive, p.19)
rational and organizational skills 0
ACreating and implementin g new ideas about social relations and social organisation o] Mumford (2002, p.253.)
ANew organizational and institutional forms, new ways to act, new social practices, new Centre de Recherche sur les
mechanisms, new approaches and new concepts that bring specific achievements and Innovations Sociales
imp rovements 0 (CRISES, 2004)

ANew forms of social relations, including institutional and organizational innovations, new
forms of production and consumption, and new relationships between economic and
social d evelopment 0

Neamtan un Downing
(2005, p.12)

ASocial innovation at local level is based on two pillars: institutional innovation
(innovation in social relations, innovation in innovation dynamics) and innovation in the
social economy, i.e. meeting the dive rse needs of local communities 0

Moulaert un Nussbaumer
(2005, p. 2071)

AProviding innovation services in institutional forms 0 Gerometta et al., 2005;
9 Gallie et al., 2012

Annovative activities and services based on the goal of meeting social needs and

distributed primarily through organizations 0 Mulgan (2006, p. 146)

AChanges in society's cultural, regulatory enactments or regulatory structures that
improve its collective energy resources and improve its economic and social Heiskala (2007, p. 59)
performance 0

Annovations outside national or market organizations; in the social, charitable, Haugh & Kitson, (2007,
voluntary, community sectors 0 p. 975)

AExperiments for providing social services in socially excluded groups o] Phills et al., (2008, p.45)
ASocial innovation - a new social practice with social goals and social means to achieve it 0 | Franz et al., (2012)
ASocial innovation is the development and introduction of new ideas (products, services) Guide to Social innovation.
to meet social needs and to create new social relations hips and cooperation. Social European Commission,
innovation sets social goals and uses social means to achieve them A 2013

ASocial innovation is innovation that is associated with social aspects both in terms of
their purpose and their means, and in particular those relating to development and
realization of new ideas which at the same time meet social needs and build new social
relationships or expressions of cooperation, thus benefiting society and promoting its
abilitytoac t. A

Regulation of the European
Parliament and the Council
(EU) No. 1296/2013
(11.12.2013)

Source: created by the author based on theoretical literature studies
Due to its specificity, social innovation not only introduces constructive changes in society , but
also causes unexpected side - effects with a high degree of risk and uncertainty, escalation of conflicts
and contradictions. Sometimes the magnitude of these side -effects may be greater than the effect
of social innovation itself, which may change the expected outcome.
Consequently, social innovation can be interpreted as a complex social process in which new
elements are introduced and integrated into different spheres of society, resulting in significant and
irreversible changes in the sphere of soci al relations. On the one hand, this process contributes to

positive change in society, actively develops new social ties and relationships, new spiritual and
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intellectual needs. But on the other hand, it can lead to a variety of destructive phenomena: soci al

tensions, technological breakdown, conflicts, social protests etc., thus undermining the order in

society.
Based on theoretical literature studies, the author has defined social innovation as Aa new,
sustainable and effective solution to address societa | social problems and improve living standards 0.

The literature studies also revealed that there are two types of social innovation:
1) social novation - social innovation that has been created but not yet implemented;
2) social innovation - innovation in the s ocial sphere that has been implemented (Hubert et al.
2010; Murray, Caulier  -Grice & Mulgan, G., 2010).
The social sphere covers the entire sphere of human life - from human lifestyles, work, health
and leisure and ending with socio -ethnic relations and cli  mate change on our planet.
The multidisciplinary theoretical research on social innovation provides a number of interrelated
concepts, such as follow:
social system (Westley, Antadze, Riddell, Robinson, & Geobey, 2014; Cajaiba -Santana, 2013);
social value (Minks, 2011);
social (societal needs) (Heller, 2014);
social problems  (Minks, 2011);
social challenges (The Young Foundation, 2012a);

social impact (Ortega, Furr, Liman, & Flint, 2014);

= =4 -4 -8 -—a -—a -2

social change/societal transformation (Cajaiba -Santana, 2013; Minks, 2011; OECD, 2010;
Westley, Antadze, Riddell, Robinson, & Geobey, 2014);

1 social quality (Li, Sun, & Lin, 2012);
quality of life  (Pol & Ville, 2009; Li, Sun, & Lin, 2012; OECD, 2010);
1 quantity of life  (Pol & Ville, 2009).

Accordingly, social innovations ca n be attributed to:
employment, income, living standards and quality of the population;
health, demography, maternity and children;

social protection and public safety;

all forms and forms of education, culture and leisure;

= -4 -—a -—a -2

environmental protection (Hubert , et al., 2010; Murray, Caulier  -Grice, & Mulgan, 2010).
Since social innovation incorporates the social aspect, it helps to solve the problems of vulnerable
groups of the population (such as the interests of children and young people, the elderly, the

disabled, the poor, large families, refugees, etc.).

Conclusions, proposals, recommendations
1) The study of the theoretical framework of social innovation revealed that it is possible to

distinguish a narrow and broad context of social innovation, which signifi cantly differ. In a broad
sense, all kinds of innovation can be considered as social: technological, economic, political,
psychological, scientific, ecological, cultural etc., because they are social phenomena and are
attributed to the defined sphere of pu blic life. Whereas in the narrow sense, social innovation is
understood only as a change in the social sphere of society that leads to changes in social groups,
their relationships, changes in social environment, social institutes and organizations.

2) Along side with the changes in society, its values and needs as well as owing to technological

progress, the concept of social innovation is constantly adjusting to the new encountered
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situations. Accordingly, academicians and innovation policy makers have to ke ep up with socio -
economic changes and update the existing definitions with new refinements, especially related
with the emergence of new ICT.
3) Based on the analysis of the existing definitions, the author has developed a new definition of
social innovation  Aa new, sustainable and effective solution to address societal social problems

and improve living standards 0, which particularly complies with current social problems of Latvia

and thus could be applied in the research works related with regional disparity analysis.
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EU REGIONAL POLICY S  UPPORT FOR RURAL LOC AL DEVELOPMENT
IN EASTERN POLAND

Joanna Rakowska ', PhD
Warsaw University of Life Sciences i SGGW

Abstract.  The aim of the study was to investigate if the rural communes of Eastern Poland, which is the poorest
macro -region of Poland and one of the poorest of the EU, benefited from EU regional policy as much as other

rural communes in the country. Based on the secondary data from the Mi nistry of Regional Development, Central
Statistical Office and National Court Register the total amounts of EU funding absorbed by these communes as

well as Rscr index were calculated. Communes were categorised based on the absorption value, which made a

tool for comparative analysis. The findings proved that on average rural communes of Eastern Poland benefited

from EU regional policy funding more than other rural communes in the country. However, there were significant
differences between and within rural areas of NUTS 2 regions forming Eastern Poland, which can be an indication

for amending regional policy as a tool supporting rural areas lagging behind in social and economic development.

Key words:  EU regional policy, rural areas, Eastern Poland.
JEL co de: ROO.

Introduction
The European Union cohesion and regional policies were established to reduce structural

di sparities resulting from economic, soci al and territori
2017). As there are not only significant inequa lities among regions, but many regions also experience
considerable internal development disparities between and within urban and rural areas, the EU

regional and cohesion policies support local development. And so they aim at supporting endogenous

develop ment, identified with bottom -up development and has long been recognised as a special form
of regional development (Coffey and Polese, 1984; Ploeg and Long, 1994; Lowe et al., 1995).
Structural funds, which have been the main measures of implementing thes e policies have

generally been addressed to NUTS 2 regions lagging behind in social and economic development, i.e.
those whose GDP per capita has been lower than 75 % of the average EU GDP per capita. Since
Pol andés accession to t haeshNJTUS22ragiond Badednet this bdsic ctitériorPaod i
qualified for EU regional policy assistance. The very low GDP per capita in five of Polish regions of
Eastern Poland, i.e. Warminsko  -Mazurskie, Podlaskie, Lubelskie, Swietokrzyskie and Podkarpackie
(fig. 3) has classified them amongst the poorest regions in the EU 2,

Due to its social and economic situation Poland has been the biggest beneficiary of EU regional
policy funding since the budget perspective of 2007 -2013. EU structural funds 2007 -2013 were
allocated in Poland under four nationwide operational programmes (OPs), i.e. Infrastructure and
Environment OP (IENOP), Human Capital OP (HCOP), Innovative Economy OP (IECP), Technical
Assistance OP (TAOP), under one multiregional Development of Eastern Polan d OP: (DEPOP), and 16

Regional Operational Programmes. EU regional policy funding from operational programmes 2007 -

2013 was available to a wide range of beneficiaries, including local self -governments who are the
most important actors of endogenous sustain able local development. Their role in this process is
determined by the current legal regulations [Law of March 8,  1990; Law of 24 July, 1998) and from

international agreements ( UN 1992; ONZ 2012; UN 2015). In practice, the role of local self -

government in  supporting local rural development is significantly limited by financial restraints

1 Corresponding author. Tel.: +48 22 5934076, E -mail address: joanna_rakowska@sggw.pl

2 The division of Poland into th e richer Western regions and poorer Eastern region is also confirmed by findings of other analysis (Wojewodzka
Wiewiorska and Dudek, 2016).

3 The multiregional Operational Programme  Development of Eastern Poland (DEPOP) was addressed solely tothef  ive above mentioned poorest regions
of Poland, butit aimed mainly at supporting the development of urban areas .
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(Kolodziejczyk, 2001) . Operational programmes providing a non -repayable financial support to a
wide range of investment projects were to lessen this key development barrie r especially in regions
lagging behind in social and economic development, such as Eastern Poland. However, t 0 obtain EU
funding rural self -governments of Eastern Poland had to compete with urban and rural beneficiaries
from all over the country under nati onwide OPs and with beneficiaries from their regions under
regional OPs, which were Lubelskie ROP, Podkarpackie ROP, Podlaskie ROP, Swietokrzyskie ROP,
Warminsko -Mazurskie ROP. As all beneficiaries had to co -finance EU supported projects from
domestic sour ces, the rural self -governments of the five poorest regions in the country, might have
been less successful in obtaining financial assistance from this source. So the hypothesis set for this
paper is: rural areas of Eastern Poland benefited from EU regiona | policy support less than rural areas
in other regions of the country.

To verify this hypothesis, the aims of this elaboration were: (1) to define how much rural local
self-governments of Eastern Poland absorbed from Operational Programmes 2007 -2013, (2) to
compare the outcomes with absorption of EU funding by other rural communes in the country, (3)

to define the budgetary significance of the absorbed EU funding.

The applied research methods
The study was carried out based on data concerning all project s carried out by rural communes

in Poland under operational programmes 2007 -2013. Rural communes were defined according to the
latest version of DEGURBA classification. The quantitative secondary data was obtained from the
National Information System (SIMI K), the Ministry of Regional Development, which has been the
Polish implementing agency for operational programmes and the Central Statistical Office of Poland,
Local Data Bank. As the implementation of operational programmes 2007 -2013 ended on 31
December , 2015, the data set includes information on 14754 projects carried out by 1870 1 rural
communes in Poland as of December 2015. The SIMIK dataset was verified with the data from the
National Court Register. The verified SIMIK data enabled further calculatio n of:
1 the value of EU funding obtained by each rural commune in Poland, and next:
1 the differences ( D1) between the value of EU funding obtained by rural communes in Eastern

Poland ( Vrcep) and the average value of EU funding obtained by all rural communes i n the country

(AVR(;(;) .
D1=Vrcc = Vicer @

Based on the above results on the average absorption per 1 rural commune in the country as a

threshold value, the rural communes were categorised into 4 classes:

9 class 1: the communes that absorbed less th an 50 % of the average EU funding per one rural
commune in the country;

9 class 2: the communes that absorbed from 50 % upto 100 % of the average EU funding per one
rural commune in the country;

1 class 3: the communes that absorbed from 100 % upto 150 % of the average EU funding per
one rural commune in the country;

9 class 4: the communes that absorbed 150 % and more of the average EU funding per one rural

commune in the country.

1 Only 8 rural communes in Poland did not absorb Eu funding from operational programmes 2007 -2013.
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The study also looks into the quantitative significance of EU funds for commu nes in the years
2007 -2013, which was defined based on the relation of the sum of EU co -financing obtained from all

OPs 2007 -2013 to the average annual revenues of commune budgets in the analysed years (Rscr

index, based on the formula: Yi (:) ‘IBB—T pmm b
where:

fu; 7 total EU funding obtained from operational programmes 2007 -2013, in PLN,

bri 7 total budget revenues of LAU 2 in a given year, in PLN,

n i number of years (9) of the real time of implementation of OPs 2007 -2013, i.e. from 2007 to
2015 :.

The aim of the research was also to check whether there is a correlation between the obtained
EU funding and the two most important endogenous development factors such, i.e. population and
the total budget revenues of the communes. The population was taken into consideration as a factor
generating developmental needs, while budget revenwues can
finance the projects from domestic sources, as required by EU r egional policy principles.
The aim of the research was also to check whether there is a correlation between the obtained
EU funding and the two most important endogenous development factors such, i.e. population and
the total budget revenues of the commune s. The population was taken into consideration as a factor
generating developmental needs, while budget revenuwes can
finance the projects from domestic sources, as required by EU regional policy principles.
The novelty and topicality of the research.
The EU budget perspective 2007 -2013 was the first one in which Poland participated from the
beginning till its end, and so the results of implementing operational programmes 2007 -2013 make
the first and so far the only 2 comp lete basis for studies on the effects of EU funding absorption by
different groups of beneficiaries in the country. A wide range of beneficiaries of operational
programmes 2007 -2013included local self  -governments, who are not only the most important actor S
of endogenous sustainable local development, but they are also the group of beneficiaries who
absorbed the biggest share of EU funding under operational programmes 2007 -2013 (Rakowska,
2016). Although there were numerous studies on different aspects of E U funding absorption

(Poweska, 2018; Poweska 2016; Pomianek and Drejerska 2016), it has not been investigated so far

how much all rural communes of Eastern Poland, the poorest macro -region in the country, benefited
from this source and how this absorption differed from the absorption by other rural communes in
the country.

The findings can be helpful in taking decisions on either continuing so far system of allocation of
EU funding in Poland or on changing it, e.g. by addressing more funds to rural local u nits lagging
behind in social and economic development. Thus the study can contribute to the realisation of

evidence - and place -based EU (Barca, 2009) and domestic regional policy.

Research results and discussion
Eastern Poland includes 709 communes (LAU 2), of which 595 (84 %) are defined by Degurba

classification criteria as rural. All these rural communes were beneficiaries of operational programmes
2007 -2013. They absorbed 4115.14 min PLN. As much as 70 % of this sum came from Regional

According to EU r e gn+o2ndal policy rule 6
2 As Poland participated in the budget perspective 2000 -2006 partly, since the accession on May 1, 2004, and the implementation of operational
programmes 2014 -2020 of the on -goin g budg et perspective will end and provide complete data on December 31, 2022.
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Operational Prog rammes (ROP) of the 5 voivodships forming this macro region, 23 % from Human
Capital OP (HCOP) andonly 4 % and 3 % from Innovative Economy OP (IECOP) and Infrastructure

and Environment OP (IENOP). The structure of EU funding absorbed by rural communes of Eastern
Poland was quite similar to the structure of EU funding absorbed by other rural communes in the

country (fig. 2). The very small share of funding absorbed in both cases from Innovative Economy

OP (IECOP) and Infrastructure and Environment OP (IENOP ) proves, that the principles of these
programmes assuming realisation of big investments were not favourable to rural communes. The

Operational Programme Development of Eastern Poland appeared to be the source of the smallest

financial EU assistance toru  ral communes, which results from the fact that it was addressed mainly

to urban communes.

/POHC ~ “ROP  WDEP  M®IECOP  HIENOP
I I I I

other |

Eastern Poland |

0% 20% 40% 60% 80% 100%
Source: authoro6s calculations based on SIMIK dat a.

Fig. 1. The structure of EU funding absorbed by rural communes of Eastern Poland and in rest
of the country by op erational programmes 2007 -2013

The regional operational programmes were a new tool of EU regional policy, introduced in member
states in budget perspective of 2007 -2013 for the first time. They were adjusted to different
development needs of individual NUT S 2 regions, in Poland called voivodships. The results show that
regional operational programmes were the main source of EU funding for rural communes of Eastern
Poland. That proves that the aims of these 5 regional programmes were well -adjusted to the nee ds
of rural areas, and that the rules of obtaining EU funding from this source were more favourable to
rural communes than from nationwide operational programmes. Moreover, the competition for EU
funding from regional programmes was limited to potential be neficiaries only from the given region,
which for rural communes was another favourable condition. Only Human Capital Operational
Programme stands out in the group of nationwide programmes, as it was a source of more than 20 %
of total EU funding absorbed both by rural communes of Eastern Poland and by rural communes in
the rest of the country. This programme offered the possibility of EU co -funding for smaller projects,
which at the same time require smaller sums of domestic co -funding, affordable to rural communes.
Projects carried out by rural communes under five Regional Operational Programmes were only
hard ones, resulting in construction, modernisation or extension of different elements of technical
and social infrastructure. Projects carried out by r ural communes under Humane Capital OP were
mostly soft ones, including trainings, educational activities for children and the youth as well as
organisation of numerous cultural and sports events. The hard projects were mostly related with
modernisation or  equipping the local educational infrastructure, rather rarely with building new or
extending already existing kindergarten or school buildings.
The total sums of EU funding obtained by rural communes in Eastern Poland were moderately
correlated withtheir popul at i on (xP=0H09spsN.GO6, r 0:0.05).The sums of EU funding
obtained by rural communes in this macro -region were also moderately correlated with their average

annual total revenues for 2007 -2013 ( Pe ag s@57@ <0r000, U= 0.05). Bothe the results
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indicate that neither t he population, nor the budget revenues were a very significant factor
influencing absorption of EU funding by rural communes of Eastern Poland.

To verify the hypothesis that rural areas of Eastern Poland benefited from EU regional policy
support less than  rural areas in other regions of the country, the rural communes of Eastern Poland
were categorised into four classes based on the amount of EU funding absorbed by them and referred
to the average of EU funding absorbed by all rural communes in Poland. As t he average of EU funding
2007 -2013 per one rural commune in Poland appeared to be equal 6.12 min PLN, it made the
threshold for defining the following classes:

9 class 1: the communes that absorbed less than 50 % of the average EU funding per one rural
commu ne in the country, i.e. less than 3.06 min PLN;

1 class 2: the communes that absorbed from 50 % upto 100 % of the average EU funding per one
rural commune in the country, i.e. from 3.06 to 6.12 min PLN;

i class 3: the communes that absorbed from 100 % upto 150 % of the average EU funding per
one rural commune in the country, i.e. from 6.12 to 9.17 min PLN;

1 class 4: the communes that absorbed 150 % and more of the average EU funding per one rural
commune in the country, i.e. more than 9.17 min PLN.

The fin dings show that 41 % of rural communes of Eastern Poland absorbed EU funding of a
higher value than the national average for rural communes, while only 29 % of rural communes in
the rest of the country achieved this level. The subgroup including classes 1 and 2 also had a better
layout in case of rural communes of Eastern Poland: 35 % of this units achieved the lowest level of

EU co-funding, while in the rest of the country this group included 51 % of rural communes.

rural communes of Eastern Poland otherrural communes

35% ', Iclass1 L
| J class 2 |
f Hclass3 51% |
H class4
24%
Source: authorodés cal oo$IMKdamns based

Fig. 2. The structure of rural communes in Eastern Poland and the rest of the country by
classes of absorption of EU funding

The above discussed findings lead to the question whether there are differences between rural
communes of NUTS 2 regi  ons within Eastern Poland. The spatial differentiation of rural communes
by classes of EU funding absorption is quite significant, as shown in Fig. 3. The best absorption level
was achieved by rural communes of Swietokrzyskie voivodship, where 84 % of them absorbed more
EU funding than the national average for rural communes. The second best was Podkarpackie, where
51 % of rural communes absorbed more than the national average of EU funding per rural commune.
Only 39 % of rural communes of Lubelskie voivods hip absorbed more than the national average. The
poorest results were achieved by rural communes of Warminsko -Mazurskie and Podlaskie, where not
only the share of rural communes above the national average was small (correspondingly 29 % and
16 %), but also the share of the communes in the lowest class 1 of EU funding absorption was very

high (correspondingly 35 % and 59 %).
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The above presented findings prove that there are significant differences in EU funding absorption
among rural communes of individual voivodships of Eastern Poland. There are also significant
differences within two voivodships, i.e. Lubelskie and Warminsko -Mazurskie, while Swietokrzyskie
and Podkarpackie are relatively unified towards high absorption levels and Podlaskie is relatively

unified towards low absorption levels by rural communes.

war mi Es ko -
-mazurskie

podlaskie

L2

¢

>FT 8
S

i

Classes of rural communes
by EU funding absorption level
01 06) O3 (81)
O 2 (145) W 4 (163)

Source: authorodés calculations based on SIMIK data

Fig. 3. Spatial differentiation of classes of by rural communes in Eastern Poland by the level of
EU funding absorption

Based on the Rscr index, t  he EU funding absorbed by rural communes of Eastern Poland made

from0.3 % uptol75 % of their average annual total budget revenues for 2007 -2013. For 96 studied
communes obtained EU funding made less than 10 % of average annual total budget revenues, whi le
for 21 Rscr was higher than 100 % . Other rural communes of this macro -region are characterised by

Rscr within these brackets.
The correlation between the Rscr index value and the classes of rural communes by the absorption

|l evel was str onxg:O(7ESem<m900,n6ij:0.05).

Conclusions and recommendations
The above presented findings lead to the following conclusions.

1) Rural communes of Eastern Poland benefitted from the EU regional policy funding on average
more than other rural communes in the country.

2) The budgetary significance of the absorbed EU funding for very different for individual rural
communes, as it varied from 0.3 % upto 175 % of their average annual total budget revenues

for 2007 -2013.
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3) On the local level there are significant differences in the absorption of EU funding between and
within rural areas of NUTS 2 regions of Eastern Poland.

4) The value of EU funding absorbed by rural communes of Eastern Poland was not significantly
correlated with such endogenous factors as population or budget revenues.

5) Regional Operational Programmes and Human Capital OP were the main sources of EU funding

for rural communes of this macro -region, which indicates what aims of programmes and what
rules of granting EU co  -funding are favourable to this g roup of communes.
6) As the budget perspective of 2014 -2020 is still on  -going, there is an urgent need to define the

reason(s) for a very low absorption of EU funding by such large groups of rural communes in
Podlaskie and Warminsko - Mazurskie voivodships and to investigate whether the rules and aims
of Regional Operational Programmes for these NUTS 2 can be adjusted more to the absorption

capacity of their rural communes.
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SMALL BUSINESS IN LA TVIA T TRENDS AND FAC TS IN FIVE YEARS

lluta Riekstina 1, Mg. Public Administration, Rosita Zvirgzdina 2, Dr.oec, prof.
12 Turiba University

Abstract. At the beginning of 2019, 141,812 active entities were registered in the Commercial Register

maintained by the Register of Ent erprises, the largest number of which are Limited liability companies (129,423),

Individual Merchants (10,282) and other forms of business are much less represented. Based on the European

Commission (EC) Regulation No. 800/2008, Annex 1, all enterprises ar e divided into groups - small (micro), small
and medium enterprises (SMEs) and large enterprises. Based on official data, around 99 % would be in the
category of small and medium -sized enterprises (SMEs). The breakdown of economically active SMEs by the
Ministry of Economics is (Ministry of Economics, 2016): micro enterprises - 90 %, smallenterprises - 9 %, medium
enterprises - 1 %. The Europ ean Commission considers SMEs and entrepreneurship as key to ensuring economic
growth, innovation, job creation, and social integration in the European Union. During the last five years, there

have been significant changes in the principles, conditions an d microenterprise regulations of microentrepreneurs.
There are still many entrepreneurs in Latvia who are active and who employ a large number of all Latvian

employees and companies contribute to the Latvian economy. Further analysis and research is based on the data
of the last five years - regional ownership of enterprises, fields of activity, dynamics of revenue change, dynamics

of the number of employees, age of enterprises. The aim of the research is to carry out the analysis of facts and

trends obser ved in the activity of micro and small enterprises (MSe) in the last five years in Latvia. The research

is based on official business data from several sources 1 the Register of Enterprises of the Republic of Latvia, the
Ministry of Economics, official reu ser of the data of the Register of Enterprises Ltd ALursoft 0, Central Statistical

Bureau.

Key words:  small business, microenterprises, economic activity 2013 -2017 Latvia, significance of small and
micro businesses.

JEL code: D43, E23, E24, M20, M21.

Introd uction
In the context of national macroeconomic, companies are one of four economic agents (Gods,

2002), they build a model of macroeconomic flows. In its turn, t he annual report prepared by the
merchant is an indication of its economic activity or intenti on to be economically active in the future.
Starting from year 2010, the number of companies submitting annual reports in Latvia exceeds 100
thousand. Although the number of registered subjects is higher, 141 812 active subjects have been
registered in the  Commercial Register at the beginning of 2019 by the Register of Enterprises. The
number of submitted annual reports indicates that the decisions taken by the state institutions - the
State Revenue Service and the Register of Enterprises regarding the liqu idation of forced subjects
have been correct. For example, in 2016, the Register of Enterprises excluded 8560 inactive
companies from the register, and in 2015 there were 2165 inactive companies excluded from
register. Thus, leaving registered entities who se decision is based on doing business. Limited liability
company is the most popular form of business in Latvia and as of January 2019 it is 129 423, which
is91.26 % of all registered entities in the Commercial Register. The last finance reporting period for
which data are reported is 2017, and that is 86.07 % of all 130 256 annual reports are made up of
subjects - 110 785 micro enterprises and 1330 small enterprises. Small and micro enterprises play
an important role in the Latvian economy. Significance is based on the large number of companies
in Latvia.

The geographical concentration of Latvian residents in city Riga and the neighbourhood of Riga

has been the basis for the majority of micro and small enterprises concentrated in the capital city of

L luta Riekstina, 0037129276170, iluta.riekstina@gmail.com
2 Rosita Zvirgzdina, 0037126408253, rosita@turiba.lv
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Riga, too. However, their role in the regions is increasing, allowing the population to develop their
business, generate income for themselves and their families, create new jobs in the regions and
employ more and more people. It is micro and small enterprises that help to ensure the existence of
the Latvian economy. First and foremost, they create competition in the internal market and thus
contribute to lower prices and the quality of products and services. Secondly, it is micro -enterprises
and small businesse s that are involved in supply chains and provide part of the production processes
and raw materials of medium and large enterprises by supplying them with goods and/or services.
Third, micro and small businesses are better able to adapt to different change s in consumer demand.
And thanks to small and micro businesses, the middle class of the population and the improvement
of the quality of life are ensured.
The aim of the research is to create a profile of micro and small enterprises in Latvia by analysing
several parameters - number, financial turnover, economic activities and regional affiliation.

The research tasks are:

1 categorize companies according to the set parameters;
1 analyse the dynamics of the number of micro and small enterprises for five years (2 013-2017);
1 analysis of the regional breakdown and scope of economic activities (NACE);
9 analysis of trends in turnover and number of employees in micro and small enterprises and

research of trends for the last five years;
1 to create the economically active m icro and small enterprises summary, which provides impact

on the Latvian economy.

The author puts forward the hypothesis that the quantitative number of micro and small
enterprises, employment capacity, financial indicators have stabilized and do not show significant

changes in the last five years. Thus, it is necessary to continue the study or research on the key
influences of micro and small businesses.

This quantitative study is based on primary data sources - official variable data for micro and
small e nterprises in Latvia. The study will look at data and trends for the last five years, analysing
data for 2013 -2017. According to Article no.5 of the Law ALaw on the Annual Financial Statements
and Consolidated Financial Statements 0, all companies are divid ed into micro, small, medium and
large. The criteria set out in the law are different from the ones set out in Annex 1 to the European
Commission (EC) Regulation No. 800/2008. The study was carried out according to the criteria set
out in the Regulation fo  r the classification of enterprises. One of the factors is the number of
employees. Microenterprises include companies employing less than 10 employees and those
employing small businesses employing between 11 and 49 employees. Turnover for micro -
enterpris es should not exceed EUR 2 million and for small businesses EUR 10 million. Balance sheet
total, net turnover and average number of employees are indicators that merge merchants into a
specific category - micro or small business.

The following research met  hods have been used for the research: quantitative data research
approach, analytical study comparing data for five years and graphical method - visualization and

analysis of visual information.

Research results and discussion
The analysis of the demograph ic situation of entrepreneurship is the basis for forecasting the

duration of business creation, liquidation and the existence of companies in order to assess the

impact on the economic growth and employment strategy indicators of a particular country.
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According to the OECD (Organization for Economic Co -operation and Development) indicators,
business demographic indicators are related to the registration of new companies, liquidation of

enterprises, employment. The 2017 study on the establishment of new bus inesses shows that an
increasing number of people who have decided to start their own business are involved in business.

Likewise, Lursoft's study (Lursoft, 2018) shows that of all participants who registered a new company

in 2017, in 61.10 % of cases the name of the person has not been found in the lists of other
companies registered in Latvia. During the year, the number of such persons has increased, as in

2016 the share of participants who registered the first company was 55.79 % (Lursoft, 2018).  The
dynamics of the number of small and micro -companies that have submitted annual reports in

accordance with the current laws and regulations in the author's research in the last five years show

minor changes. The impact of small business on the national econom y has recently been studied by
researchers in Ukraine. The study concludes that small business could not provide a cumulative effect
on productivity growth, which was observed in the sector of large and medium -sized enterprises,

and vice versa 0 the dynami cs of labour productivity in small business worsened the average for
economy performance and has caused a decline in the real added value at 5.2 % of the base year
(Kalchenko, Trusova, Hrybova, Serbii, 2018).

1. Regional breakdown of enterprises
The territ ory of Latvia is divided into five regions consisting of counties and cities. In 2009,

following the Administrative territorial reform of Latvia completed in the country, Latvia has the

following regions: Riga, Kurzeme, Vidzeme, Zemgale and Latgale. There is a very large concentration
of business and population in Riga region in Latvia. The Riga region is located in the central part of

Latvia and its centre is the capital of Latvia, Riga, which is internationally recognized as one of the

most important metr  opolises in the Baltic Sea region. At the end of 2017, there were 704 476
inhabitants in Riga, which is 36.42 % of all 1,934 million inhabitants of Latvia. The map (figure no.1)
shows that regions are similar in terms of area. Paul Bunt, Emeritus Professor of Entrepreneurship
at the University of Bedfordshire Business School, UK, has said that Aa small business is based on a
man with his desire to work with his goals 0 (Bunt, 2016). It should also be taken into account that

Ahe whole business is based on a person - asaclient, as an employee 0 (Bunt, 2016), every business

needs people, needs them near and on a regular basis.

Rigas regions

Fig. 1. Regions of Latvia
The regional division of micro and small businesses shows (Figure 2) that there has been
No significant cha nge in any of the regions over the last five years. The largest number of micro and

small companies that have submitted annual reports is in Riga region. In terms of number, it has
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reached around 80,000 companies throughout the year, averaging 72.3 % of al | micro and small

businesses in Latvia. In other regions, the number of companies does not exceed 8 % of all micro
and small enterprises in Latvia. Which shows very high concentration of micro and small companies

in Riga and Pieriga. The average number of companies in the Kurzeme region is 8773, at the end of
2017 itis 7.89 % of all micro and small enterprises. In Latgale and Vidzeme, a very small number
of changes in the number of 5 years, which fall within 0.2 % . And only in Zemgale, there is an
increase in the number of companies, which in the five -year period represents an increase of 0.3 %

at the end of 2017, 8149 companies have been registered in Zemgale region.

Vidzeme

Zemgale

Latgale

Kurzeme

Riga

0,00% 10,00% 20,00% 30,00% 40,00% 50,00% 60,00% 70,00% 80,00%

2017 m2016 m2015 m 2014 m2013

Fig. 2. Micro and small enterprises regional breakdown, 2013 -2017, % from all MSe
Micro to small businesses are very important for the Latvian economy in quantitative terms.

Between 2013 and 2017, these companies account for an average of 86.74 % of the total number

of annual reporting companies. The calculation is based on the data analysed below.
Table 1
Annual Financial Statements (AFS) count
No 2013 2014 2015 2016 2017
1. Total number of AFS 123846 128646 130935 131273 130256
2. | Micro. smal enterprises (MSE) 108401 112220 113328 113332 112117
3 % MSE AFS from all 87.52 % 87.23 % 86.55 % 86.33 % 86.07 %

.The study shows that significant changes are not felt even though several activities to support
entrepreneurship have been undertaken at national level since 2007. The first activities were carried
out during the planning period 2007 -2013. The next support activities are for 2014 -2020. planning
period. Support activities included the following support activities: investment in the creation or
reconstruction of industrial premises, training of employees to promote competitiveness , Start -up of
business and development of small and small enterprises in specially supported territories. In order
to promote business development in the regions, in the begin of 2018, the government supported
amendments to the Regional Business Incubator and Creative Industries Incubator Support Program,
specifying the conditions for the use of co -operative premises in business incubators, the organization
of business promotion activities, and the publicity of project information. The results of this activ ity

can only be evaluated from 2020 onwards. On the basis of the data, it has to be concluded that micro
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and small enterprises have not experienced such state support within the last five years that would

have reached the set goal - development of regional business.

2. Business activities (NACE 2.0)
By NACE Rev. 2, the scope of all enterprises is divided into 21 top -level headings, marked by

letters. Micro and small businesses operate for 19 of them. Considering that micro and small
enterprises make up the majority of the total number of Latvian companies, it is only natural that
the most popular business sector among these companies is the same as the most popular business

area in Latvia.

D - Electricity, Gas, Steam ans Air Conditioning
Supply —

| - Accommodation and Food Service Activities _ .

K - Financial and Insurance Activities

L - Real Estate Acitivities

s

F - Construction

3
LS
G - Wholesal and Retail Trade &g

0 5000 10000 15000 20000 25000 30000

2017 2016 2015 m2014 m2013
Fig. 3. TOP 6 MSe economic activities for five years

In the study, the author analysed all 19 areas of activity by NACE 2.0 classification. The data
analysed show that almost one fifth or 20.9 % of all micro and small enterprises in Latvia associate
their core business with retail or wholesale (except cars and motorcycles ). Other areas of activity are
TOP 6. Each of them operates from 7 % t09 % of all micro and small businesses. TOP 6 is the second
most popular field of activity - construction (10426 companies on average), followed by real estate
activities (9657 companie  s). Among the most widespread industries in which Latvian micro and small
companies are most likely to operate, accounting and legal services, accommodation and promotion
services and activities in the areas of electricity, gas, heat and air conditioning a re also mentioned.
And this analysis of data also shows a stabilization in the scope and a slight change in their structure

over the last five years.

3. MSe Analysis of Turnover
European Commission (EC) Regulation N0.800/2008 Annex 1 also sets the total tu rnover or

balance sheet total to 2 million EUR and up to 10 million EUR. However, a very large number of micro
and small businesses show that their sales revenue (turnover) is 0 and they practically do not
participate in the macroeconomic flow. These compa nies do not participate in economic activity
during the period under review (Hofs, 2002). However, the financial report submitted largely
indicates the intention of the owners to operate in the future. It should be noted that the breakdown

of enterprises i s based on the financial data submitted for the previous period. Because it is quite

clear that only through cash flow generation can the company be able to employ employees, provide
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production or service. And in this case, it is not even a question of ana lysing other factors that could
cause a crisis in the company (Rurane, 2002). The Table 2 shows the number of micro and small
enterprises, which in the period of 2013 -2017 had No turnover for the year (turnover was 0 EUR).
Table 2
Companies with turnover 0 EUR

No Indicator 2013 2014 2015 2016 2017

1. Number of companies (info AFS) 26443 27130 26066 32429 24937

2. % of all companies (info AFS) 244 % 242 % 23 % 28,6 % 222 %

Average in 5 years (count/ % ) 27401/245 %

The remaining companies were divid ed into several turnover groups by the author. The second
group from 1 to 12K has been selected for analysis. Thus, a micro -enterprise can theoretically provide
services with such turnover for one employee approaching the average wage calculated in the
country. The third group has a turnover of 12K i 50K, the fourth group 50K T 100K, the fifth 200K
T 2M, the sixth2M T 10M, the seventh - more than 10M EUR

2M-10M More than 10M
35000 % || 0%

30000

25000
100K-2M
200 21%
15000
100
0 ———

112K 12K-50K  50K-100K 100K-2M  2M-10M  More than
10M

8

8

o

2013 w2014 w2015 m2016 m2017

Fig. 4 and 5 MSe turnover breakdown in 2013 -2017

The analysis shows that in the last five years in L atvia stabilization of the turnover of enterprises
has been observed. A significant increase (compared to 19.62 % in 2015 compared to 2016) is seen
in the number of companies with a turnover of 0 EUR. In 2017, however, it returns to previous levels.
This can be explained by changes in the law on micron tax payers, the registration of these
companies, but not the initiation of active activities. Decisions taken by state institutions (State
Revenue Service and Register of Enterprises) regarding the forced lig uidation of subjects. While new
businesses are becoming more cautious, the number of liquidated companies has continued to grow
rapidly in 2017, rising by 34.78 % over the year to 16479. It should be noted that the number of
companies liquidated last year has been the highest in the last 26 years. Returning to a normal state
is a sign of improving the business environment for micro and small businesses by eliminating

Aempty 0 companies.

4. Employment in MSe
Employment is a fundamental economic problem that | eads to widespread social resonance (Gods

U., 2002). By definition, micro and small businesses employ between 1 and 49 employees. The
research has carried out a study on the average number of employees in the company and changes

in the number of employees in the five -year period. Analysis of the number of employed in Latvia
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from 15 -74 years for the period 2013 -2017. The year 2010 shows a direct correlation with employees
in micro and small enterprises.
Table 3
Dynamics of the number of employees
No Indicato r 2013 2014 2015 2016 2017
1. Employed aged 15 -74 in Latvia 894 000 882 800 896 100 893 300 894 800
2. Employed in MSE 466 283 478 396 481 060 438 174 454 532
Ratio % 52 % 54 % 53 % 49 % 51 %
On the basis of data of the Central Statistical Bureau of L atvia and the analysis of the submitted
annual report, the author concludes that there is stability in employment as well as No significant

changes. In all years, around half of the employees are employed in micro and small businesses.
This statement might change slightly after a more detailed analysis, as quantitative data in the
company's financial statements have been taken into account for the analysis. The number of

employees does not exclude the same employee in several companies.

120000
7875 7634 7252 7518

100000 ;ggg 7752 7618 7335 7696

80000
60000
40000

20000

2013 2014 2015 2016 2017

ml m2-5 m6-10 = 11-50

Fig. 6. Number of employees in MSe
The author has divided all the micro and small businesses into groups according to indicator that
shows how much the company employs employees. Figure 6 shows that there are most micro and
small businesses that employ 1 employee. In 2016, the number of such companies is the highest,
but according to the acquisitions by public authorities, this number has decreased in 2017. There are
still a lot of companies employing 2 to 5 employees, so the author argues that the support of micro
and small businesses is the most indispensable for these companies, and this will also affect national

employment.

Conclusions, proposals, recommendations
1) The study confirms the hypothesis that the number of micro and small enterprises, the

employment capacity, t he financial indicators have stabilized and do not show significant
changes over the last five years. Thus, the author has a reason to conduct a study or research
on the key influences of micro and small businesses (e.g. process management).

2) The study allo ws us to conclude that without changing the rapidly regulating norms, there are

about 60 thousand economic assets in Latvia (with a turnover exceeding EUR 12 000).
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3) There is a very high concentration in Riga and Pieriga, where there are over 70 % of all mic ro
and small enterprises. In other regions, the number of companies does not exceed 8 % in each
region. This is dangerous for regional development.

4) In the study, the author analysed the areas of activity in which businesses operate MSe. As a
result, the au thor has selected TOP 6 areas of activity for micro and small enterprises in Latvia
that do not show significant changes over the last five years.

5) All MSe can be divided into 6 parts according to their turnover. There is a tendency to have a
large number o f companies with  No financial turnover (around 27K companies on average)
throughout the years. Companies with a turnover below 12K EUR are about 21K. The author
concludes that only about 60 thousand companies give a financial contribution to the Latvian
economy.

6) MSe mostly employ one person, who is usually the owner and the member of the board too. But
there are also many companies employing between 2 and 5 employees (around 43K micro and

small businesses).

7) In the study, micro and small enterprises have sho wn stability over the analysed criteria over
the last 5 years - number dynamics, regional breakdown, financial turnover and number of
employees.
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Abstract.  The paper presents the concept of sustainable development adopted by the United Nations in 1987,

with its foundat i ons contained in t he Enlightenment and Kant 6s
development. It was stressed that successful social development is the responsibility of future generations.

Fundamental humanistic, social and natural values were des cribed as those realized as objectives of the concept

of sustainable and multifunctional development of rural areas in Poland. The study also emphasized the need to

involve older people from the rural environment in the implementation of these concepts in their place of
residence. One of the forms of such an activity of seniors is silver economy in the commercial and non -commercial
aspects.

Keywords:  sustainable development, rural areas, values, senior citizens, silver economy.
JEL code: QO1, R11.

Introduct  ion
Rural areas in Poland are situated outside the administrative borders of cities and cover about

93 % of the country's area. They are the largest beneficiary of support from the EU funds aimed at
improving the standards of living of their inhabitants. T he support contributes to the implementation
of numerous investments in the field of road infrastructure, cultural infrastructure, and environmental
protection. Rural residents appreciate the benefits of the natural values of the area they live in, lower
costs of living, greater safety and attractiveness of the place of residence (Informacja na temat,
2017). In 2016, 40 % of the country's population lived in rural areas, of which about 20 % were
people in pre -working age, 60 % in working age and about 20 % in post -working age (Polska wies
2018, 2018).

The basis for the functioning of agriculture in Poland are family farms, with their number reaching
about 1,600 thousand. The average area of the farm is 9.6 ha. In addition to agriculture, which is an
importan t sector of the rural economy, non -agricultural activities in rural areas are developing
intensively. This activity constitutes the basis for a multifunctional rural development strategy, which
does not only diversify the rural economy and introduces new e conomic functions, but it also
activates inhabitants to develop non -agricultural activities based on the resources of natural
environment and rural culture (Stanny, 2013). The strategy is primarily aimed at limiting agriculture,
creating new job opportunit ies in rural areas, reducing unemployment rate, developing local
entrepreneurship and social and technical - utility infrastructure in rural areas.

Societies of Poland and other European countries are undergoing the process of ageing, which is
caused, among other things, by prolonged life expectancy and low total fertility rates. At the end of

2017, the population of Poland amounted to 38.3 million, including over 9 million people aged 60

and over, which accounted for about 24 % of the population. In rural ar eas, residents over 60 years
1 Corresponding author. Mobile: +48 602 318 299, e -mail: j.si kora@wez.uz.zgora.pl; sikorajan@interia.pl
2 University of Communications and Management in Poznan ; Mobile: +48508689956
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of age constituted 20 % of the country's population, of whom 43.2 % were men and 56.8 % were

women (Informacja o sytuacji, 2018). Estimates of the Central Statistical Office (GUS) in the

demographic forecast for 2014 -2050 indic ate that in rural areas, the percentage of the working age

population (men aged 18  -64, women aged 18 -59) will be decreasing from 63.4 % in2014t050.8 %

in 2050. Furthermore, the percentage of the population at the post -working age (men aged 65 and

over, women aged 60 and over) will be increasing from 16.2 % in2014t034 % i n 2050 (Polska w
2018, 2018).

At present, seniors are a generation born mostly during the post -war baby boom in 1945  -1959,
chiefly in the countryside. It is a Ababy boom generation 0, whose lives and abilities to satisfy their
needs are determined by the common economic and institutional context, reflecting the socio -
economic history of the times in which these people studied, worked, started families, and
participated in the social s ecurity system (Szatur -Jawor ska, 2018). The baby boomer
a generation that, at the threshold of old age, belongs to families in which four generations live at
the same time. It has duties both towards older parents and their own grandchildre n. Since families
in Poland occupy a very high position within the value system, this generation is an important source
of support and assistance. This is why old parents expect help from their children, whereas adult
children (mostly women) feel obliged t o provide it and consider it as something natural (Walkowska,

2018).

There is therefore an important need to implement the concepts of active ageing, healthy ageing,
also termed successful or positive ageing. This concept aims to optimise active life of o Ider people
towards to ensure the best possible quality of life, its improvement and making it as long as possible.

This process is expected to be accompanied by humanitarian values and the need to develop the so -
called Asilver economy 0, supported by the v alues of health, culture, support, material security and

activity. Successful ageing, with good mental and physical condition, good health and financial
independence, means less of a burden not only on public finances, but also on their adult, already

agei ng children (Rowe, Kahn, 1998). It also promotes sustainable social development of towns and

villages.

The first part of the paper formulates the hypothesis that the concept of sustainable social
development presented by G.H. Brundlandt at the United Natio nsin 1987,inthe  Our common future
report is situated in the Enlightenment and Kant's traditions of social philosophy, especially as an
idea of Apractical reason 0. The view that this concept invalidates the liberal position of A. Smith on
the formation o  f Aspontaneous social order 6 and a view on minimizing the role of the state in the
management of social development was justified. The second part presents a typology of
fundamental values for sustainable social development: 1. humanistic values, including 'supra -
egocentric' values (good, truth, love, honesty), the value of the human person and seniority, these
two values are presented for the first time in literature; 2) the social values contained in the AReport 0,
i.e. sustainable development of modern ci vilization, solidarity, responsibility; 3) natural values, i.e.
balance and biodiversity, the value of land, sky, mortal beings, i.e. people. These values were
adopted from the philosophy of M. Heidegger. The paper presents the results of empirical researc h
devoted to the realization of the values of seniority in the development of silver economy in rural
areas consistent with sustainable development.

The views and analyses contained in the paper have a cognitive and practical status because the
conclusion part indicates the tasks of the state and self -government administration concerning the

implementation of the objectives of silver economy, consistent with the sustainable and
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multifunctional development of rural areas. The paper was written based on the a nalysis of various
literature sources on the subject, data collections of social statistics, political documents, and reports

from surveys.

Subject of research in literature
At the end of the eighties of the last century, G.H. Brundlandt, Prime Minister of Norway,

presented a report  Our Common Future in the UN (1987) in which she formulated a political and at
the same time civilisation ~ -centred concept of sustainable development . The reportés author
a broad concept of development identical with the ¢ oncept of civilisation. She stated that Aat the
present level of civilisation, sustainable development is possible, i.e. development in which the needs
of the present generation can be satisfied without diminishing the chances of future generations to
sati sfy them 0o (Nasza wspolna , 1991).
Two issues should be emphasized in relation to the quoted statement: The first is the combination
of current policy with a civilisation mission. This broad understanding of development expresses
holistic thinking, which is the basis for the formulation of many sustainable development objectives.
The second issue is the acceptance of ethical rather than merely economic responsibility for future
generations, the responsibility of those of us living today to maintain a world th at will be suitable for
living of the generations to come. The responsibility of people understood in this way is based on the

Kant's ethics of obligation, duty and responsibility.

The concept of sustainable development of modern civilization is in opposit ion to neoliberalism
and global capitalism. It rejects A. Smith's classic view of the formation of a Aspontaneous social
ordero, a view accepted by all neol i berals. I't assumes the r

power, which is able to coordin ate, as the only entity, the achievement of sustainable development
objectives by various actors, including business entities. It will therefore be a rationalised
development rather than a result of uncoordinated actions.

We believe that the concept of sus tainable devel opment is an idea formul e
Apractical reason o and is connected with the Enlightenment tradition. It is well known that the
Enlightenment accepted the Cartesian view that reason is not an autonomous authority in relati on
to the world, but it plays a cognitive -valuating role and designs social life based on critical cognition
of people's experience.

In the Enlightenment, according to this Cartesian view, many so -called social utopias were written
and published as a reme  dy for the then unjust social relations. Utopias have gone down in history.

Kant's views continue to inspire contemporary social philosophy and politics. It should be
remembered that based on the famous Kant's dissertation AOn Eternal Peace 0, the concepto faunited
peaceful Europe was formed after World War 1. The philosopher wrote that Apeace must be somehow
created 0, first in human thought as a project, and then it is realized (Kant, 1992). He believed that

politics means  Ahe art of governing people... .and (it is) practical wisdom, (Kant, 1992), which should

lead to a state in which everyone would be content 0 (Kant, 1992). Kant wrote that the idea of practical
reasonis Amost fertile and necessary for real activity 0, so it must be given in concreto and not in the

form of abstraction detached from life (Kant, 1986). Kant stated that Asuch ideas of practical reason

* Defining the concept  of sustainable development as the Kant's idea of "practical reason" was suggested in the
paper: W. Kaczocha, J. Sikora, Aksjologiczne aspekty zrownowazonego rozwoju W ujeciu teoretycznym i
empirycznym, [Axiological aspects of sustainable developmentin th eoretical and empirical approach ](in:) Journal
of Agrobusiness and Rural Development, No. 1 (19), Wydawnictwo Uniwersytetu Przyrodniczego w Poznaniu,
Poznan 2011.
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demonstrate their causality in relation to human activities 0 (Kant, 1986), when they reach the
consciousness of intelligent people who want to overcome the chaos in social life and want to design
and realize the present and the future in a rational way. We are of the opinion that the objectives

and principles of sustainability contained in the Brundlandt's report are concrete in that they set o ut
specific actions to be taken in politics, the economy, the protection of nature, life and human health.

All the constitutions of democratic European countries contain appropriate provisions obliging
individual political, economic and social entities to implement sustainable social development. Thus,
the objectives and principles contained in the concept of sustainable development have become the

causes of the subjective and objective activities. The Constitution of the Republic of Poland stipulates

that Al. Public authorities shall adopt a policy to ensure environmental security for present and future
generations 0 (Konstytucja, 1997). In the Environmental Protection Law , Sustainable development is
defined as Asocio -economic growth in which political, eco nomic and social activities are integrated
with the preservation of natural balance .... in order to ensure satisfaction of basic needs of particular
communities, both present and future generations 0 (Ustawa, 2001).

In Poland, similar to other European cou ntries, few authors have addressed axiological issues of
sustainable development. They have only analysed selected problems of values. In Poland, Tadeusz
Borys (Borys, 2016) presented a thorough study on the fundamental values of sustainable
development. T his researcher wrote that ADissemination of an supra -egocentric approach to
development would be extremely beneficial, primarily for the reinterpretation of the category of the
progress of civilization by basing development on stable foundations - key Awar mo axiological values
such as: good (unconditional good), truth (unconditional truth), love (unconditional love), empathy
(unconditional empathy), honesty (unconditional honesty) 0 (Borys, 2016).

These values are considered by the author to be the Aaxiologi cal foundation o of sustainable
development (Borys, 2016). In our opinion, these values have a humanistic status. These
fundamental values also include the value of the human being, including the value of seniority or
being a senior. This value, we believe, has been marginalised and even invalidated in contemporary
culture, which puts emphasis on the value of youth (i.e. being a young person). It can be stated that
the value of youth dominating in mass culture is egocentrically oriented, it is directed towar ds itself
and not towards others, and it prefers to be an independent individual. It should be noted that the
value of the human being as the subject of one's own life and the subject of social life is developed
inneo -thomist i ¢ philosophy (K. Wojtyga, 1982) .

The fundamental values of sustainable development include the social values mentioned in the
Report : sustainable development as a value for the civilization, the value and at the same time the
norm of responsibility of th e current generation and individual persons for the development of
generations to come, the value and norm of solidary cooperation of people in the implementation of
sustainable development. Obviously, the fundamental values of sustainable social developme nt
include natural values, referred to in the Report as ﬁecological balance, biodiversity 0, which, like all

values, should be respected in people's consciousness and realized in practice, especially in business

activity.

With reference to the philosophy of M. Heidegger, fundamental natural values include the Earth,
the sky and people as mortal beings. The philosopher wrote in the book Building Dwelling Thinking
that the essence of living on earth is to Aceep a simple quadrilateral 6 in a dwelling, designated by
AEarth and Heaven, Divine Beings and the Mortals 0 - mortal people live Ay dwelling a quadrilateral 0.

The preservation of the quadrilateral, living in it, among things, by actions and according to the
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values assigned to its particular corners, is veste d only in man. Only human is in the quadrilateral of
these values (Heidegger, 1977).

Developing Heidegger's thought, one can say that the values of the quadrilateral constitute the
existence of a human in the dwelling, in the world and in culture. We live on earth, we have heaven
above us, we are mortal, but do we believe in God Beings? A quadrilateral in a dwelling consists of
corners to which values are attached. The two corners, with the values of earth and heaven,
determine our earthly existence, but al so make us think, especially to people who believe in a
religion, of Divine Beings, in which they see their transcendence. Religious people, connected with
earth and heaven, recognize the transcendent being in Divine Beings, with which they wish to unite
after death (Zych, 2013). Heiddegger seems to say that non -believers are devoid of transcendent
thinking, but this is their sovereign decision.

Using Heidegger's language, one can say that the quadrilateral of values exists Anere ¢, in a limited
space of a h ouse, in the space of a dwelling; at the same time, it also exists An the world 6 outside
the house, in the space  Ainside the world 6 (Heidegger, 1997).

In modern culture, people often reject the values of the quadrilateral or forget that they exist.

Then, the being, as a whole determined by the values of the quadrilateral is, using the Heidegger's

notion, Acovered 0. People perceive only fragments of existence depending on their life's situation,
determined by their instrumental roles performed at work and in social life. Consequently, these
values are treated instrumentally (utilitarian) in the economy, politics and social life.

The adopted basic values of sustainable social development are conducive to the development of
the natural and economic spheres in which older people live in rural (and also urban) areas. These
values can also be found in European documents concerning the problems of older adults (WHO,

2004; GUS, 2016). Humanistic values are dominated by the following values: good, love, honesty,

hum an dignity, seniority. The socio -economic values include solidarity, trust, cooperation,
responsibility, work, capital. The natural values include land, climate, air, flora and fauna. These

values form a fundamental basis for sustainable development of rur al areas, agriculture and non -
agricultural activities. They correspond to the basic factors of economic development, i.e. land,

labour, capital. They are close to the values adopted by M. Heidegger. Their implementation in

practice is supported by the cond itions presented in the concept of practical reason by E. Kant. They

form the basis for a supra  -egocentric approach to the sustainable development of rural areas, with

the value of seniority and dignity of older people deserving special recognition in silv er economy.

Results and discussion
The complementary values presented in this part of the paper are close to older adults living in

rural areas. They represent the basis for the development of silver economy as an example of

successful ageing of the rural population. Silver economy is an economic system aimed at using the

potential of older people, taking into account their needs. Like any other economy, silver economy

is characterised by a demand  -oriented and supply -oriented approaches. The generation of o Ider
adults has its own specific needs, which require the development of activities and services of different

companies and institutions (demand side). On the other hand, older adults have a specific human

and social capital which can be used and managed t o increase their professional, economic and social
activity (Golinowska, 2011) (supply side). The concept of silver economy does not approach the

ageing of the population as a threat, but rather as a challenge and an opportunity to achieve

economic growth  and improve economic competitiveness. Its overriding goal is to improve the quality
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of life of older adults, stimulate economic activity to meet the needs of these people and create job
opportunities for their employment. Such an approach contributes to ra ising awareness in society,
exchanging experiences, shaping a positive image of older people, building solidarity between
generations.

An important element of silver economy is the so -called 'white jobs', the development of the care
and health services sec tor for older adults and matching of vocational training programs with the
needs of the labour market. Various possibilities of creating incentives for social activity, civic
participation, development of voluntary work for the elderly and acting as leader s in the local
environment are also important. Developing the valuable potential of seniors, their knowledge, skills,
professional and life experience and willingness to work for the benefit of others is one of the key
challenges of senior policy (Zalozeni a Dlugofalowej, 2014). Therefore, silver economy has two
dimensions: Commercial and non -commercial. Realization of silver economy should include not only
older adults but also entrepreneurs, business partners, administration, politicians, local entities an d
the non -profit sector. Unfortunately, neither the labour market today nor most segments of the
economy are yet oriented towards exploiting the potential of the older generation in the urban and
rural environments.

Silver economy in rural areas can suppor t a strategy for the sustainable and multifunctional
development of these areas. The implementation of silver economy in rural areas should take into
account the social context of values functioning in the local community, since silver economy in terms
of supply is mostly run by family businesses, including family farms. The family is the owner, manager
and, at the same time, the staff of the company providing work. It is a place where direct, often
emotional ties are established in order to satisfy the nee ds of family members or the closest
community. The culture of work is based on basic norms of social coexistence, e.g. the norm of
respect for the values and personal dignity of older people; the norm obliging to respect their health;

the norm recommending the role of a  Aeliable carer 6; the norm recommending respect for cultural

goods, traditions and natural assets (Sikora et al., 2015). The realization of the values of sustainable
social development, development of silver economy (humanistic, social and n atural values) is
accompanied not only by the above mentioned formal and moral norms (non -formalised) but also by

the knowledge, life experience and professional experience of seniors.

The development of silver economy in terms of demand in rural areas is very welcome. However,
the problem requires a separate study. A supply - side silver economy based on the axiology of seniors
and the value of seniority developed in rural areas supports the sustainable social, economic and
natural development of these areas (Skowro®Eski, 2003) .

Opportunities for its development are provided by elderly people, who mostly live with their

families running agricultural farms (46 % ) (Informacja o sytuacji, 2018). They support the household
budget by receiving a pension and assista nce in performance of agricultural and non -agricultural
activities in the household. It should also be added that among senior citizens in 2016, 13 % had

their own farms and 4.4 % were self -employed in non -agricultural businesses. The potential of
support for family farms by seniors living in rural areas is substantial and diversified. A significant

part of these farms derive incomes from non -agricultural sources and from additional gainful
activities based on working in agricultural farms ( Table 1, 2). The refore, the chances of development
of commercial silver economy in the supply aspect in rural areas in Poland are significant.

Unfortunately, No detailed research has been done in Poland into this subject.
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Table 1
Individual agricultural farms with non -agr icultural incomes in Poland
Total
Specification 2005 2016
thousand % thousand %
Total farms 1723.9 100.0 1398.1 100.0
Total farms with non -agricultural income 1317.4 76.4 1149.0 82.2
- from non -agricultural business activities 159.1 12.1 213.0 18.5
- from paid employment 692.5 52.5 668.3 58.1
- from a pension 668.6 50.7 462.1 40.2
- from other non - gainful sources 75.2 5.7 106.3 9.0
Source: Polska wies 2018, (2018), Raport o stanie wsi, (Polish countryside. Report on the state of rural areas) ed.
J. Wilkin, I. Nurzynska, Wydawnictwo Naukowe SCHOLAR, Warsaw, p. 124.
The analysis of the above data shows that in 2005 and 2016, the percentage of households
obtaining income from non  -agricultural sources increased from 76.4 % in 2005 to 82.2 % in 2016
(Table 1). In general, apart from the decreasing source of non -agricultural income from pensions,
other sources of non -agricultural income by agricultural farms increased in the analysed years.
Additional incomes in 2005 and 2016 from gainful activities ba sed on the agricultural farms are
presented in Table 2.
Table 2
Households with additional gainful activity based on an agricultural farms in
Poland
Total
Specification 2005 2016
thousand % thousand %
Number of households 1723.9 100.0 1398.1 100.0
Total farms with gainful activities 107.1 6.2 39.7 2.8
- agritourism 8.2 7.6 10.6 26.7
- handicraft 17 1.6 1.4 3.5
- processing of agricultural products 4.4 4.1 2.6 6.5
- production of renewable energy 0.3 0.3 0.4 1.0
- - aquaculture 121 11.3 0.9 2.2
- agricultural contract work 28.9 27.0 3.8 9.6
- other activities (e.g. trade) 57.6 53.8 21.8 55.0
Source: Polska wies 2018, (2018), Raport o stanie wsi, (Polish countryside. Report on the state of rural areas) ed.
J. Wilkin, I. Nurzynska, Wydawnictwo Naukowe SCHOLAR, Warsaw, p. 124.
The analysis of the presented data shows that in 2016, compared to 2005, the percentage of
farms with gainful activity based on the resources of agricultural farms decreased from 6.2 % in
2005t02.8 % in 2016 ( Table 2). T his situation does not apply to agritourism, handicraft, processing
of agricultural products (mostly based on regional cuisine traditions), production of renewable energy
and other activities. The reasons for this state of affairs can be found primarily in the progressing
industrialization of agriculture and dwindling labour resources of agricultural families, especially those
based on family members of working age. These people are looking for a well -paid job outside the
farm, also abroad. Therefore, they reduce the interest in additional gainful activity in agricultural
farms (Polska wieS 2018, 2018).
However, it is worth emphasizing that the development of additional gainful activity based on the
resources of agricultural farms, such as agritourism, handi craft and processing of agricultural

products, is combined with assistance and support for this activity by older adults, especially women.
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Consequently, they help develop rural tradition and a folk culture with a growing demand, especially
from tourists ( Sikora, 2012).

In addition to the supply aspect of silver economy in commercial terms in rural areas, attention
should be paid to its non  -commercial aspects (the non - profit sector). An example of this approach
are some elements of social capital in Polish rural areas, especially social work of older adults in civic
organizations. In 2016, people aged 60 and over in rural areas accounted for 19 % of the total
number of artistic groups and ensembles. Of them, 35 % were members of vocal and folklore groups
and choirs, and 54 % were members of rural housewives' clubs. It is worth noting the significant
percentage of people aged 60 and over among graduates of computer courses (54 % ) organized in
rural areas (Informacja o sytuacji, 2018). Social activity of senior s in the Polish rural areas is wide.
Many older adults are active not only within formal and registered organizations, but also devote
themselves to social activity in informal entities operating in schools, religious groups, village
councils, and self -help activity. Unfortunately, there No detailed research has been done into this
problem. However, one can propose a thesis, which would require a deeper verification, that the
level of social capital in rural areas among seniors, measured by reluctance to jo int action, small

degree of self -organization and lack of social trust, is not low and it is an important factor for silver

economy (commercial and non -commercial) and sustainable social development of rural areas in
Poland.
Conclusions, proposals, recomme ndations

Based on the characterization of the empirical research results, their discussion and analysis of
the literature, the following general conclusions can be formulated:

1) The goals of sustainable development, including rural areas, should be supported by humanist
values, including the values of seniority and dignity of older adults. The value of seniority should
be recognised in social and economic life and in the political decisions of central and local
authorities oriented at rural development.

2) The r ealization of the idea of sustainable and multifunctional development of rural areas is
connected with the need to adopt the value of community and the concept of successful ageing
of the rural population.

3) Silver economy in rural areas in Poland in terms o f demand and supply, targeted at commercial
and non -commercial goals, has great opportunities for development. This economy is supported
by humanistic, social and natural values rooted (or remaining to be rooted) in the present
generation of older adults.

4) As a consequence of demographic change, silver economy in rural areas must be taken into
account in public policy towards older people, at central, regional and local levels. The areas of
this policy include: financial standing of older adults living in ru ral areas, social assistance, health

care, professional and social activity, intergenerational solidarity, promotion of the value of

seniority.
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Abstract . The article deals with issues that are socially and economically significant. The aim of the work was to

identify, measure and assess the socio -economic potential of rural areas in Poland. The objective was
implemented by defining four potentials reflecting the resources of the studied area and the socio -economic
potential in general. The empirical part of the study was described using data from th e CSO publications Rural
areas in Poland in 2016. The study covered the year 2016. The method of the total normalized values of features

was used to measure and evaluate the phenomenon creating the linear ordering of rural areas in Poland. The

spatial diff erentiation of the studied phenomenon was observed.

Key words : socio -economic potential, rural areas, linear ordering.
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Introduction
According to the nomenclature of the Central Statistical Office (CSO), the territory of Polan dis

divided into rural and urban areas. The rural areas in Poland include areas of rural municipalities and
the rural part of the urban -rural municipalities. In 2016, they occupied over 93 % of the countryi
area and were inhabited by nearly 40 % of the P olish population (CSO, 2017). Taking into account
only the data indicated, it should be confirmed that conducting research on these areas is important
from the point of view of the state policy. These areas have resources which proper management
canresult intheir development. The starting point for delineating the path of this development is the
measurement and analysis of the potential of the area and constant control of changes in the
resources owned.

Bearing in mind the above statements, the main goal of the work was to identify, measure and
assess the socio -economic potential of rural areas in Poland.

The main objective was implemented by defining the types of analysed resources (four potentials
separated with regard to the substantive criterion and da ta availability), measuring and assessing
the potential of rural areas in the scope of indicated types of potentials and socio -economic potential
in general. Data used in the study related to 2016 and are of a secondary nature. They come from
the publicati ons of the CSO Rural areas in Poland in 2016. The study conducted a linear ordering of
rural areas in Polish voivodeships using the total standardized values of features. Spatial
diversification of the socio  -economic potential of rural areas was observed, which is confirmed by

differences in positions occupied by rural areas of voivodeships in the presented rankings.

Socio -economic potential
The socio -economic potential is a complex concept referring to the resources of specific areas

determining their dev  elopment, which in literature is understood as Aa long and complex process of
positive quantitative and qualitative changes thanks to which the existing phenomena are being
improved, and new ones are emerging and developing in the sphere of all economic, ¢ ultural and
social activities and socio  -production and political ~ -systemic relations 0 (Kupiec L., 2008).

Rural areas in Poland have a huge, still insufficiently used, endogenous social and economic

potential (Potential of r ur al ntdicreseashhasconfirded thgirdyndhocwe ver , s c i
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developmentinrecent years (Wojewodzka -Wiewiorska A., Dudek H., 2016). These areas experienced

a great civilization progress, expressed in the improvement of the quality of life, equipment of

technical and socia | infrastructure, or the degree of spatial development. A part of rural areas has

|l ost the typically rural character and has become similar
The socio -demographic resources constituting the population resource, whi ch consists of the

number of inhabitants, population density, population structure by sex and age, fertility, mortality

and migration are an important component of the socio -economic potential. The unemployment rate,

the employment rate, the number of empl oyed and registered business entities are equally

important. In recent years, the number of divorces in Poland has increased, as well as the age of

women deciding on the birth of their first child, thus leading to the decline in the number of births

and th e increase in the number of extramarital births, which indicates their similarity with the urban

areas. The analysis of demographic potential indicates a relatively favourable age structure of the

rural population. In rural areas there was a higher percent age of population in pre  -working age than

in cities and a lower share of population in post -productive age. As a result of changes in economic

age groups that took place in recent years, consisting in an increase in the number of people in the

productive a ge and a decline in the number of people in the pre -working age, the demographic load
factor decreased in the countryside. In 2016, there were 59 people in non -productive age per 100
inhabitants of rural areas in working age, compared to 64 in cities (CSO, 2017).

The socio -demographic potential is associated with social infrastructure, which include
educational, cultural and health institutions. Their activity determines the quality of socio -
demographic potential and determines the quality of life of the po pulation. An important indicator for
rural areas is the level of education of the population and access to various forms of education
(Cintina V., Pukite V., 2018). In the Polish countryside, the availability of pre -school education is
lower than in cities . In the school year 2016/2017, the number of children aged 3 -6 under care in
the pre -school education institutions amounted to 634 per 100 children and doubled compared to
the school year 2006/2007. The rural areas of Poland are also rich in objects of na tional heritage and
cultural institutions. However, the rural population, due to the more difficult financial situation
compared to the urban population, is less involved in cultural activities. In the field of social
infrastructure of rural areas in Polan d, an increase in access to out -patient health care services

(clinics and medical practices) was also noted. In comparison to 2006, an increase in the number of

these units was observed (by 36.4 % ) and the number of advice provided in them (by 11.3 %) (CSO ,
2017).
Oher important factors determining the socio -economic potential of rural areas in Poland are

housing conditions and equipping the areas with technical infrastructure. The importance of housing
results from the role of housing as a basic good and a t the same time satisfying a number of higher -
order needs. Housing is essential for the standard of living of citizens, as well as for the strength and
economic development of the country (Nykiel L., 2012). Housing resources in rural areas in 2016
accounte d to 32.6 % of housing resources in Poland. The average usable area of the apartment
located in the rural areas was greater than in cities (93.12 m 2 compared to 64,45 m  2). However,
taking into account the fact that the number of people in this area per one apartment in the village
was higher than in cities, there is a similar usable area of an apartment per one person as in cities
(CSO0, 2017).

Technical infrastructure is a key factor in shaping the settlement network. It determines the

attractiveness of rur  al areas as a place to invest and live and directly affects the process of creating
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new jobs, and improves the standard of living and encourages migration to the countryside,
hampering the depopul ation of rural ar ea $ioughRisproportions a |
in equipping apartments with installations between cities and villages have decreased, still the
apartments in the village were equipped worse than apartments in the cities. Still a significant
percentage of apartments inhabited in rur al areas was connected to local devices, used gas from
cylinders (73.6 % compared to 18.7 % in cities) and was heated with furnaces (16.0 % compared
to 13.0 % in cities) (CSO, 2017).

The advantage of rural areas in Poland is their natural diversity. The a ctivities in the field of
environmental protection are important for social and economic development. They may take the
form of rational shaping and management of its resources in accordance with the principle of
sustainable development, preventing polluti on, recycling or maintaining and restoring natural
elements to the proper state (Sompolska -Rzechula A., Olenczuk -Paszel A., 2017). In recent years,
in rural areas, there has been a significant increase in the number of publicly available facilities and
are as (including parks and green areas), typical of urban areas. There is a decrease in emissions of
dust and gas pollution, with a simultaneous increase in the amount of municipal waste generated by
household in rural areas (CSO, 2017).

Socio -economic potent ial of rural areas in Poland is diverse, which is the cause of various
development problems. The peripheral rural municipalities are in the worst situation, which are far
from a large urban centre and the strength of its impact. Development policy must be targeted and
correspond to the real problems of a given areas, and at the same time it must be based on local
values and strengths. This is done by research covering the resources of those areas in which they

are identified, measured and evaluated.

Method
The socio -economic potential of rural areas is identified with resources of a different nature

existing in a given area, at a specific point in time and described by means of indicators reflecting

their essence. It is a complex phenomenon, for the measure ment and assessment of which the
methods should be used which enable the comparison of objects described by a set of many features

by reducing them to a synthetic measure, being a function that aggregates partial information
contained in individual charact eristics (Gatnar E., Walesiak M., 2004). The synthetic variable is
obtained by implementing the following stages (Grabinski T., 1992, Wysocki F., 2010): determining
the initial matrix of characteristics, reducing the matrix of diagnostic features, determin ing the
direction of character preferences, giving weight to features, normalizing features, aggregation of
standardized features, creating a linear ordering of objects due to level of the complex phenomenon

under consideration. Among many methods based on synthetic variables, the method of total
normalized variables was selected for the study. The normalization was performed with the help of

zero unitarization (Kukula K., 2000) for stimulants, whereas destimulants were changed into
stimulants according to the differential transformation (Panek T., 2009). The value of the synthetic

variable was calculated using the arithmetic mean:

[ —B & .70 pBRE@
where: m 1 number of diagnostic features, n i number of objects, zj 7 norm alized value of
diagnostic features. The higher the value of the meter si, the higher the level of development of a

given object in terms of a given criterion.
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Research results and discussion
Bearing in mind the purpose of the work, which concerns the mea surement and assessment of

the socio -economic potential of rural areas in Poland and the availability of data, in the work, taking
into account the substantive criterion, the following initial list of diagnostic features included in the
four potential grou  ps was adopted:

I. Socio -demographic:

X1 T working age population in % of the total population; X2 T marriages per 1000 of population;
X3 T alive births per 1000 of population; Xa T natural increase per 1000 of population; Xs T total
fertilityrate; X 7 demographic dynamics coefficient; X7 17 deaths per 1000 of population; Xg T balance
of internal and foreign migration per permanent residence per 1000 of population; Xo T professional

activity rate ( %); Xio T employmentrate (  %); Xi1 I unemployment rate ( %); X2 T working per
1000 of inhabitants; Xi3 1 entities of the national economy newly registered in the REGON register
per 1000 of population.

Il. Social infrastructure:

X1 1 children in pre -school education institutions aged 3 -6 per 1000 of childrena ged 3-6; Xz 1
number of students per 1 primary school; X3 T gross enlargement ratio in primary schools; Xag 1
borrowing the book collection from public libraries per 1 reader in volumes; Xs 1 public libraries per
1000 of population;  Xg 1 cultural institutio  ns per 1000 of population; X7 T population per 1 object of
outpatient health care; X8 i population per 1 generally accessible pharmacy and pharmacy point; Xo
I advice per 1 inhabitant; X10 T houses and social welfare facilities per 1000 of population; Xqg T
accommodation per 1000 of population; X12 T sports clubs per 1000 of population.

Ill. Housing and technical infrastructure:

X1 T apartments per 1000 of population; Xz T apartments equipped with water supply in % of
total housing; X3 T apartments equipped  with a lavatory in % of total housing; X4 1 apartments
equipped with a toilet in % of total housing;  Xs T apartments equipped with gas from the network
in % of total housing; Xe T apartments equipped with central heating in % of total housing; X7 i
apartm ents put into use per 1000 of population; Xg T water supply network in km/100 km 2 Xo i
sewage network in km/100 km 2; X10 T gas network in km/100 km 2, X11 T population using the water
supply networkinw % of total population; X12 T population using the se  werage networkin % of total
population; Xiz T population using the gas network in % total population;  Xi4 i public outdoor roads
with hard improved surface in km/100 km 2,

IV. Environmental:

X1 - woodiness %; X, T walking and recreation parks, green areas and greenery areas per 1
inhabitant in m 2; Xs 1 industrial and municipal sewage treated in % of wastewater requiring
treatment; X471 sewage treated per 100 km 2 indam 3 (municipal); Xs i population using the sewage
treatment plants in % of total population; Xe - waste (excluding municipal waste) generated per 1
km?2int, X771 collected municipal waste mixed per 1 inhabitant in kg.

The method of linear ordering of objects based on the total normalized values of diagnostic

features was used to implement the go al. The proceedings used the zero uniformization method
(Kukuga K., 2000) . Previously, the type of features was
as destimulants: the unemployment rate ( % ) and collected municipal waste mixed per 1 inhabitant

in kg, which were transformed into stimulants.
The selection of diagnostic features for the study proceeded according to the following stages:

1) Determining the degree of variability of features using the coefficient of variation.
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Assessment of the degree of corre lating features in particular areas using the Hellwig parametric
method.

2) Selection of features from individual areas.

3) Applying the substantive approach, recognizing that all areas are equally important from the
point of view of the socio  -economic potential  of the areas studied, three features from each area
were selected.

Finally, the following set of diagnostic features was obtained relating to the potential:

I. Socio-demographic: Xa, Xs, Xi1.

Il. Social infrastructure: Xs, X6, Xo.

Ill. Housing and technic al infrastructure: X7, Xg, X12.

IV. Environmental: X, X4, X7.

The general potential of socio  -economic rural areas in Poland was determined by means of all the

features that make up particular types of potentials.

Table 1 presents the results of linear ord ering of rural areas in Poland, taking into account
particular types of potentials and socio -economic potential in general.
Table 1
Linear ordering of rural areas in Poland, taking into account particular types
of potentials and socio - economic potential in general
The place in the ranking in terms of potential
2 p T_¢ I =
' _ 3 © > < ©
Voivodeship 2 g g3 % 23 £ 2
o 8" [Sq=1 S cg c ]
n 0n 0 0n O n (o] (o)
IS o =N = c
@ = o < &= > S
=] £ < £ 5
dolnoslaskie 3 4 6 12
kujawsko -pomorskie 8 10 4 16 8
lubelskie 13 6 15 7 15
lubuskie 9 13 14 6 13
lodzkie 7 8 10 13 10
malopolskie 4 9 5
mazowieckie 6 15 7 9
opolskie 10 1 13 10
podkarpackie 14 3 8 1 6
podlaskie 11 7 16 8 14
pomorskie 2 11 1 5 2
slaskie 5 5 3 2 1
swietokrzyskie 15 12 9 4 12
warminsko  -mazurskie 16 14 12 11 16
wielkopolskie 1 16 2 14 5
zachodniopomorskie 12 2 11 15 11
Source: authorsoé calculation based on Rural areas in Poland in 2016,
The rural areas of the wielkopolskie voivodeship occupy the first place in the ranking in terms of
socio -demographic potential. This is due to the lowest value of the X11 feature 1 the unemployment

rate (%) which is the destimulant and from the high values of variables constituting stimulants. The
lowest value of the measure, and thus the last place in the ordering goes to rural areas of the
warminsko -mazurskie voivodeship, which are characterized by values of features unfavourable from

the point of view of the socio -demographic potential.
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In terms of the potential for social infrastructure, th e opolskie voivodship took the highest place.
This situation results from the highest value of the Xs feature 1 public libraries per 1000 of population
and high values of the Xe features 71 cultural institutions per 1000 of population and Xo T advice per

1 inhabitant. The last place in the linear ordering of rural areas in terms of social infrastructure is
taken by the wielopolskie voivodeship. The values of the features adopted in the study are
unfavourable in this case.
The pomorskie voivodeship occupies the first position in the ranking of rural areas regarding the
housing potential and technical infrastructure. In this area, the highest values of the following
features were recorded: X7 T apartments put into use per 1000 of population and X1z T populatio n
using the sewerage network in % of total population. The rural areas of the podlaskie voivodeship
rank last in the ranking, which results from the values achieved by the characteristics adopted in the

study, unfavourable for the described potential.

High values of the characteristics of stimulants ( X1 - woodiness %, X4 1 sewage treated at 100
km 2 in dam 2 (municipal)) and low value of the destimulant feature ( X7 1 collected municipal waste
mixed per 1 inhabitant in kg) determined the first place in rural a reas of the podkarpackie voivodeship

in the ranking of these areas in terms of environmental potential. In 2016, the worst position, taking
into account the accepted diagnostic features, was taken by the kujawsko -pomorskie voivodeship,
which was characteri zed by the low forest cover ( %), low value of the characteristic for sewage
treated at 100 km 2 in dam 2 (municipal) and high value of the feature related to collected municipal
waste mixed per 1 inhabitant in kg.

The ordering if rural areas of Poland in te rms of the socio -economic potential in general was done
as the line linear ordering. To build this ranking, the diagnostic features taken into account in
individual potentials were used. The leading position is occupied slaskie voivodeship, which ranks
hig h in particular rankings (from the 2 nd place due to the environmental potential to the 5 th place due
to the socio -demographic potential and technical infrastructure). This is a consequence of the
favourable values of the characteristics accepted for the st udy. The ranking of rural areas due to the
socio -economic potential in general is closed by the warminsko -mazurskie voivodeship, which in
separate areas of analysis was located at distant places of rankings (from the 11 place in the field of
environmental potential to the 16 ™ place in the socio -demographic potential).

The analysis of data on the position of rural areas in individual voivodeships made with reference
to four separate potentials is the basis for stating that these areas are ranked on various positions
of the rankings. In 2016, the same position was recorded only in relation to two voivodeships. The
slaskie voivodeship occupies the fifth position in terms of the ranking on socio -economic potential
and social infrastructure, while the opolskie voivodeship is tenth in terms of the socio -economic and
environmental potential. The biggest difference in the occupied places concerns the wielkopolskie
voivodeship, which in the case of socio -economic potential took the 1 st place, and in the case of soci  al
infrastructure the 16 " place. The difference between the 1 st and 14 " place concerned the
podkarpackie voivodeship, respectively, in terms of environmental and socio -demographic potential,
while the difference in the position of the zachodniopomorskie voivodeship from the 2 ™ place in the
area of social infrastructure to 15 " in terms of environmental potential.

In the case of eleven voivodeships, it was observed that their positions in the ranking in terms of
socio -economic potential in general were t he same as positions in one of the rankings created for

four partial potentials, e.g. in the ranking in terms of socio -economic potential in general terms and
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the socio -demographic potential, the second place is occupied by the rural areas of the pomorskie

voivodeship, whereas the sixteenth by the rural areas of the warminsko -mazurskie voivodeship.
I't was analysed whether there are links between voivode¢
types of potential and potential in general terms. Connections wer e observed intwo cases i between

the positions due to socio  -demographic and residential potential as well as technical infrastructure

and items according to the general potential. This is evidenced by the Kendall correlation coefficient

T, respectively: 0.550 and 0.667, according to which the higher the position of the voivodeship in

terms of socio -demographic or housing potential and technical infrastructure, the higher the position

interms of socio  -economic potential. In other cases, the Kendall correlation coefficient T values were
low, indicating a lack of dependence between the positions of the voivodeship in individual orders,

e.g. the podlaskie voivodeship occupied the seventh place in the ranking due to the potential of social
infrastructure and at the same time the sixteenth place considering the housing potential and

technical infrastructure.

Conclusions
The conducted study allowed to draw the following conclusions:

1) The assessment of the socio  -economic potential of rural area s, which is a complex issue, has
been made due to the identification of resources available to these areas.

2) All features accepted in the study were characterized by strong variability, thanks to which they
could effectively discriminate against the rural areas.

3) Rural areas in Poland were strongly spatially diverse in terms of socio -economic potential and
partial potentials, taking into account the adopted diagnostic features, which was confirmed by
the analysis using the selected method of linear ordering

4) In the rankings of rural areas created taking into account socio -demographic potential, social

infrastructure, housing conditions and technical and environmental infrastructure, the areas of

the wielkopolskie, oplskie, pomorskie and podkarpackie voiwodes hip took the first place,
respectively. The last place in the ordering was given to the areas of warminsko -mazurskie,
wielkopolskie, podlaskie and kujawsko - pomorskie voivodeschip.

5) The leading place in the linear ordering of the examined areas in terms of s ocio -economic

potential in general was taken by the slaskie voivodeship and the last by the warminsko -
mazurskie.
6) There were reports of connections bet ween-demograpghicdeshi ps
and housing potential, as well as technical infrastr ucture and items according to socio -economic
potential in general. This is confirmed by the high Kendall correlation coefficient T value. In the

case of other orders, there was a lack of compliance in the positions occupied.
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Abstract.  The paper addresses the problem of challenges posed by the global market in the field of sustainable
development object ives and the enterprises' ability to achieve them. The leading entrepreneurs are developing
increasingly innovative and original socially responsible strategies. At the same time, entrepreneurs who do not

create long -term strategies are lagging behind. The paper discusses corporate social responsibility on the food
market, and more precisely on the dairy market. The analysis covered socially responsible activities undertaken

by dairy companies from the Top 10 list. Particular attention has been paid to the crucial link in a supply chain -
dairy farmers. Nowadays, consumer surveys show that, when it comes to dairy companies, they care where the

milk comes from and how it is produced, how the cows are treated and how the company engages in cooperation

with supp liers. There are companies on the dairy market in Poland who have launched a strategic approach to

CSR a long time ago by implementing many innovations in creating a competitive advantage on the market.

There are companies who have successfully adapted to changes and also those that cannot combine economic,
social and environmental goals. The study aims to make a contribution to further detailed research on creating
competitive advantage based on sustainable business models in dairy enterprises.

Key words:  education, farmer, milk producer, sustainable development

JEL code :Al3, Q18.

Introduction
The Sustainable Development Goals (SDGs) announced by the UN comprise new tasks and

strategic cooperation between various stakeholder groups. Actions aimed at achiev ing the objectives
of sustainable development create the opportunity to build a sustainable competitive advantage

(Bocken, Short, Rana, Evans, 2014). One of the sources of competitive advantage, beyond
reputation, is the development of innovative products and services that respond to the needs of more
informed and responsible consumers. The agri -food sector is one of the key areas where sustainable
development is of particular importance. The global demand for food products has been on the rise

in recent ye ars. The dairy market is becoming an increasingly demanding food market. There is a

decline in the prices of both strategic products, e.g. butter as well as sour milk products (e.g.
yoghurts). The prices of dairy products are decreasing on all world commod ity markets. This trend
generates increased competition and encourages companies to offer more and more Aransparent 0
products to meet the demand of consumers who are prepared to pay more for responsible business

practices (portal spozywczy.pl, update date 02/02/2019). According to A. Parzonko (2010) the
promoted sustainable development of agriculture remains, to some extent, in opposition to the actual

economic reality. Since 2004 farms in Poland have transformed in the direction of deeper
specializationa nd agricultural production of one type tended to concentrate in a given region. Looking

through the prism of sustainable development, these changes may not be beneficial, especially in

the environmental dimension. The traditional understanding of the susta inability of agricultural
production is defined with regard to securing food supplies and the impact of agriculture on the
preservation of natural resources (Zegar, 2009). The challenge for the agri -food economy is therefore
such sustainable development, w hich involves management methods ensuring simultaneous
implementation of production, economic, ecological and social goals (Runowski, 2004). It also turns

out that the announced Sustainable Development Goals (SDG) require new strategic actions from

1 Corresponding author. E -mail address: ewa_stawicka@sggw.pl
2 Corresponding author. E  -mail address: agnieszka_werenowska@sggw.pl
3 Corresponding author. E  -mail address: ewa_jaska@sggw.pl
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enterpr ises and cooperation between various stakeholder groups. In the context of SDG and
corporate social responsibility, attention is paid to improving the competitiveness of the agri -food
sector, sustainable development of rural areas, a sustainable supply cha in, improvement of the
natural environment, improvement in life quality and diversification of rural economy (Stawicka,
2015). The creation of business strategies has become characteristic of Polish dairy enterprises. Over
the last few years, a number of i nnovations involving automation and robotics have been
implemented and the milk yield of dairy cows has significantly improved. Despite the difficulties on
the global milk market, specific, innovative and responsible practices ensure the development of
ent ities involved in the production, processing and trading of milk and milk products.

The key challenges in implementing business strategies and sustainability goals include the quality
of human resources, knowledge and financial resources. The need for chan ges is related to effective
knowledge transfer, implementation of modern technologies and change in attitudes.

The aim of the study was to characterize the implementation of socially responsible strategies in
dairy enterprises of various organizational and legal forms with particular focus on one of the
elements of the strategy which is the education of dairy farmers (as the main stakeholders in the
supply chain). The study attempts to present the processes of shaping attitudes, broadening
knowledge and imp lementing innovations in the case of dairy farmers, who cooperate with dairy
enterprises. The research analysis covers dairy companies from the ATop 10 0 list with the focus on
their policies regarding shaping attitudes and education of farmers cooperating with dairies.

The paper aims to make a contribution to further research on the strategy of dairy enterprises in
creating a competitive advantage, including cooperation and participation of stakeholders in the
process of a sustainable supply chain. The resu Its of the analyses were presented in graphical and

tabular form.

Development trends on dairy market in Poland
In Poland, the region with the longest dairy traditions is Podlaskie, and the dairy leaders are

Mlekovita (based in Wysokie Mazowieckie) and Mlek pol (based in Grajewo). Also the district dairy
cooperative PiNtnica has roots in Podlaskie region and,
leader. The large dairy sector entities also include Polmlek, Lacpol, Spomlek, Sierpc, Kolo, Gostyn
and c ompanies with foreign capital such as Danone or Hochland. Podlaskie is the place of origin for
numerous cheeses included in the List of Traditional Products held by the Ministry of Agriculture. The
list includes e.g. Hajnowski curd cheese, Swiss type chees e from Wizajny and local cheese from
Korycin. The processing plants from Podlaskie, along with offering traditional specialties, also launch
innovative products. Mlekpol produces lactose -free yoghurts and Mlekovita, which offers over 800
products, is the o nly dairy company in Podlaskie which produces ice cream on an industrial scale.
Only in 2015 Mlekovita launched 116 new dairy products (mleczarstwo.com).

Since the beginning of the 1990s, the leader of the CSR practices in the dairy industry on the
Polish market was Danone Mlekovita, on the other hand, has become the leader on the dairy market
since about 2014. At present, Mlekovita owes its strong position to a large number of acquisitions
and it now has 19 production plants. Mlekpol has only 4 plants less . In 2017, the top places in the
Top 10 ranking were taken by Mlekovita, Polmlek, Mlekpol, Lowicz, Lacpol, Piatnica, Spomlek, Kolo,

Lactalis, and Gostyn ( Figure 1).
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Fig. 1. Top 10 dairy producers in Poland in 2009 - 2017
It seemed that Polish dairy cooperatives will not be able to beat off fierce competition from
Danone, Dr. Oetker or Hochland. However, since 2004, after Poland's accession to the EU, dairy
plants have tu rned out to be a phenomenon, and it is the global producers with foreign capital who
are now in trouble. They have been taken over or pushed out of the market by Mlekovita, Mlekpol
and Polmlek, whose total revenues have already exceeded 10 billion PLN (mle kovita.com.pl).
When in 1992 Danone appeared on the Polish market, it focused on developing good practices in
the field of sustainable development and CSR. Its strategy covered such areas as:
1 economic impact on local communities through the purchase of mil k, raw materials and packaging
i preventing environmental pollution, feeding animals with appropriate forage, paying attention
to the harmful effects of methane;
1 environmental and ecological impact, responsible and economical approach to water and energy
consumption;
T facilitating empl oyeeso professional devel opment , crea
securing regular payments for farmers and development assistance for suppliers;
1 responsible transport, e.g. wall to wall factory, (e.g. packages for A ctimel series products are
produced next to the yogurt production site); planning transport routes to reduce the number of
kilometres travelled, optimizing the loading of goods so that No space is wasted in vehicles;
1 measurable and documented results of re duction of water and energy consumption, creation of a
new environmental strategy. Danone initiated the cooperation approach to the so -called a new
generation of farmers (Danone report, 2018).
Itis difficult to assess to what extent these practices have a Iso influenced the functioning of Polish

dairy cooperatives, which are now economically successful. Their success may be attributed to the
quality of Polish milk, but also to the responsible practices of dairy cooperatives towards the

stakeholders - primar ily dairy farmers.
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For example, the Sierpc cooperative pays particular attention to the quantity and quality of protein
in milk bought from farmers. The cooperative encourages, educates and supports farmers - Ave
reward farmers for the quality of milk 0 (os m-sierpc.pl). Mlekpol from Grajewo (mlekpol.com.pl)

successfully launched the very popular AlLaciate o(ASpotted ©) milk. Mlekovita, in reaction to

consumer sb frequent heal t h concerns, developed a range

(mlekovita.com.pl). Dair  y companies strongly emphasize CSR practices, but the y mainly regard their
product offer. This is evidenced by the diversity of offering and attempts to get in new markets, e.g.

OSM Kogo received HALAL certificate for milk powders and
hand, wants to function in the HoReCa (food and beverage service) trade channel. They offer cheeses

for cheese boards served in hotel restaurants. Spomlek seeks the recommendations of the best cooks

and chefs for its cheeses. According to experts, Amber, Rubin and Szafir are the best Po lish long -
ripening cheeses. They are created in Radzyn Podlaski under the supervision of experienced cheese

makers, according to recipes developed over 15 years ago (spomlek.pl). An interesting product

innovation is Skyr offered by OSM Piatnica T an Icelan dic yoghurt produced according to traditional
recipe, which gained popularity in Europe and the United States. The product is characterised by high

protein content and zero fat. It is particularly popular with consumers leading an active and healthy

lifest yle. The cooperative from Piatnica offers this yoghurt in four flavour versions, as well as Skyr

natural (piatnica.com.pl). Another project, aimed to reward the high quality milk from dairy farmers

and their individual approach to achieving sustainable goa Isisthe AFarm of the Year 0 competition. It

is a flagship initiative of Spomlek dairy cooperative which is supposed to reward the most modern

and most prosperous farms. The competition emphasizes the aspect of a sustainable supply chain

and the success of the dairy plant in cooperation with farmers and suppliers. During the gala, farmers

cooperating with the company are awarded prizes to for their breeding work, production dynamics

and delivery of the highest quality raw material. The winners receive the AFarm of the Year 0 titles
and the main prizes - yellow and spotted Skoda cars resembling ASerenada 0 cheese produced by
Spomlek (spomlek.pl).
There are also changes in Polish dairy cooperatives©d

significant part of its production, sending its products to almost all countries in the world. They can

be found on the shelves in shops in the European Union countries, mainly Italy, France, Germany,

the Netherlands, Belgium, Spain, Czech Republic and Great Britain as well as t o Africa and the Far
East. The export offer includes hard cheeses, skimmed milk powder, butter and whey powder

(IERIGZ -PIB, 2017).

Social responsibility as part of sustainable development is becoming an increasingly common
practice in the dairy industry, w hich stimulates high quality and innovation to meet the growing
needs of stakeholders. The number of innovative ideas implemented by dairy companies is growing.
They actively work out CSR strategies which engage farmers in the process of knowledge exchange
and decision making. The actions of stakeholders and the exchange of knowledge lead to gaining
competitive advantages on the market. These practices increasingly result in growing exports and

determine a competitive advantage also in the global market.
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Su stainable Agriculture Program - transfer of knowledge and education to the
agricultural practice of dairy farmers

All the above -mentioned successes in the dairy industry originate in the Anew times 0 strategies,
which involve sustainable supply chain manage ment and enhancing milk quality, where a key role is
played by farmers who supply milk to dairy plants.

An example of a Sustainable Development Plan (SDP) is the strategy developed by Danone. The
SDP program is a concept of milk production development that combines economic, social and quality
objectives with environmental requirements and caring about the wellbeing of future generations.

The SDP program is a pioneering initiative of Danone. Research shows that consumers increasingly

care about the quality of milk: where it comes from, how it is produced, how cows are treated, and

whether the company engages in cooperation with suppliers. The plan consists of seven pillars
implemented through individual operational strategies. To achieve the assumed objectiv es Danone
holds regular workshops and trainings for farmers, developed a website for milk suppliers -
emilka.danone.pl and encourages contact via e -mail and telephone. Seminars concerning quality
standards and production specifics are organized for farmers and suppliers. The seminars also include
visits to the factory, discussions and sharing good practices regarding e.g. quality of milk, which in

70 % depends on the conditions in which cows live. Danone is an example of a company facilitating

constant coop eration with farmers and their education. In total, Danone cooperates with 350 farmers

who have 17 000 cows. Farms are constantly monitored by independent laboratories and farmers

are supported with free consultations of zootechnicians. Danone also support s many farms financially
by providing loans to farmers buying equipment or heifers. Farmers also participate in trainings on
environmental protection, programs aimed at reducing water and energy consumption and limiting

the use of plant protection products (Danone Reports, 2006  -2009, 2010 -2012, 2017).

High standards are required from farmers but they are also trained to meet them. Danone builds
long -lasting and stable relations with farmers, which ensure the continuity of deliveries and timely
financial set tlements. All these activities also result in improving the life quality in the countryside
and production of healthier and safer products.

Intensive cooperation with farmers is not just the domain of Danone. Other dairy enterprises are
also increasingly i nvolved in educating and motivating farmers with regard to responsible practices.

Dairy companies often reward farmers mainly for high quality milk, (although, there are cooperatives

which put quantity ahead of quality). Global trends and sustainable devel opment involve more
demanding consumers, who pay attention to aspects other than just price and want to gain
knowledge about the method of milk production. The price for 100 | of milk is on the rise and in 2017

it amounted to 138.62 PLN. This is related to the increase in the number of cows (Rynek mleka,
2018).

Farmers' education, automation and robotics, as well as other innovations in the dairy industry,
improve cow milk yield ( Table 1).

To a large extent, Polish farmers themselves observe the market tren ds and seek knowledge in
the field of dairy cattle breeding. The high quality of Polish milk is also confirmed by the VLOG
certificate, which is more and more often awarded to Polish farmers. The first VLOG certificate in
Poland was held by Hochland, and S trzelecka Spoldzielnia Producentow Mleka (cooperative of milk
producers) is the second entity in the Polish dairy sector, holding the Aon GMO o certificate for

compliance with the VLOG standard (bureauveritas.pl). This is the result of cooperation between
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Polish farmers and the dairy industry aimed at transparent milk production in accordance with

sustainable development trends.

Table 1
Milk yield of cows and number of cowsheds by province in 2017
Milk yield Number
No Province (kg of milk of
per year) cowsh eds
1. Pomorskie 7850 989
2. Zachodnio -pomorskie 8443 265
3. Warminsko -mazurskie 7725 1564
4. Podlaskie 7986 4111
5. Kujawsko -pomorskie 8360 1648
6. Mazowieckie 7902 4045
7. Lubuskie 9022 82
8. Wielkopolskie 8725 3434
9. Lodzkie 7887 1462
10. Lub elskie 8116 1081
11. Dolnoslaskie 9001 211
12. Opolskie 9056 287
13. Slaskie 9002 318
14. Swietokrzyskie 7630 265
15. Malopolskie 5962 697
16. Podkarpackie 6127 323
Source: based on data from www. regiohurt.pl, PFHBiPM, updated on 25 - January 2019

In Poland, farmers are also increasing their herds of cows. The average herd in 2017 counted 38

cows. The structure of the herds, however, looked as follows:

1 upto 9 cows were kept in 839 herds ( -2.6 %);

1 from 10 to 19 cows were kept in 4351 herds ( -4.7 %);

M from 20 to 49 cows were kept in 1,1033 herds (+ 0.9 %);
1 from 50 to 149 cows were kept in 3366 herds (+ 10.9 %);
1 from 150 to 299 cows were kept in 294 herds (+ 3.5 %);
1 from 300 to 499 cows were kept in 94 herds (+ 1.1 %);

1 more than 500 cows were kept in 55 herds (+5.8 %).

Only 9 herds had more than 1000 cows and in over 300 cowsheds only 6 cows were kept (Ocena
i hodowla ..., 2018).

The leaders achieving the best milk yield exceeding 9,000 kg of milk per cow per year came from
the following provinces: Opol skie (9056 kg), Lubuskie (9022 kg), Slaskie (9002 kg), and Dolnoslaskie
(9001 kg) (www.topagrar.pl, update date 04/02/2019).

The changes in farmersé attitudes in the field of respo
the very approach to cow breeding, effective use of pastures, appropriate organization of grazing,
optimal forage feeding and the botanical composition of the pasture.

There are more and more cows that have achieved total production of over 100,000 kg of milk
during their lifetime. The rec ord holder was Doris 129, a cow from the Komorowo farm (Kujawsko -
pomorskie province), which for 12 years produced 169 327

Farmers in accordance with the trends of sustainable development more and more often meet the
hig hest EU standards in terms of dairy cattle breeding and milk quality. The cowsheds have improved
significantly and are now adequately equipped, well -ventilated and illuminated. The feeding of cows
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is monitored; the forage is specially composed and prepared . The welfare of cows, health and safety

at work as well as the economic development of farms with regard to the protection of the
environment are improving. However, these practices are not applied on all dairy farms. Sustainable

agriculture is not a comm  on phenomenon on farms. The problem is insufficient financial resources

and often lack of up  -to-date know -how and innovation both on farms and in cooperating dairy plants.

Social responsibility aspect differs depending on the company's legal ownership. Com panies with
foreign capital and dairy cooperatives demonstrate a wide variety of practices ensuring the
participation of farmers and suppliers. Multinational enterprises dominate with regard to better

change management in the CSR and SDP strategies, prepar ing social reports and communicating

good practices.

Conclusions, proposals, recommendations
1) The biggest changes related to CSR and the development of Polish companies in the dairy

industry appeared after Poland's accession to the European Union. This is , among others, the
result of more intensive actions undertaken in the field of farmers' education and shaping
attitudes towards sustainable development of agriculture.

2) When analysing dairy plants from the TOP10 list one may identify various CSR practices and be
able to either directly or indirectly determine the business model of the enterprises. On the other
hand, the practices of Danone or Hochland are a transformational model and set an example of
involving farmers in knowledge sharing process in order to disseminate the idea of sustainable
develop ment.

3) The assumptions of the sustainable development program are particularly promoted by Danone
and are aimed at long  -term and stable development of farms, in particular ensuring cow's well -
being and productio  n of high quality milk, economic development of farms, occupational safety
and health, rural community development and actions for the protection of environment.

4) Although all dairy plants declare to a greater or lesser extent the policy of sustainable
deve lopment and CSR, it very often focuses on the product offer and highlighting high quality.

CSR is still reduced to marketing and sponsoring activities. The dairy enterprises, despite

meeting quality criteria, are not fully responsible and transparent in th eir practices.
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FINANCIAL EXPENSES O  F EU STRUCTURAL FUND S IN RURAL AREAS IN POLAND
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Abstract.  The main aim of the paper is to compare and assess the structure and value of implemented projects
co-financed by EU funds in perspective 2007 -2013 inrural areas in comparison to the urban ones. The ob jectives
of the study were to classify investment priorities assigned to each project into smaller number of homogenous
groups and to identify the share of EU funded projects in the different types of areas. Desk research, review of

literature and database s, statistical and descriptive methods were used. The material used was database of

projects implemented in the period 2007 -2016 co -financed by EU structural funds in the programming period

2007 -2013 as of June 2018. Polish rural areas have had the highest share of funds (above 10 % ) allocated on
construction of transport infrastructure, developing energy infrastructure, social infrastructure; and projects

enhancing nature, tourism and cultural development. The proportions between the allocation in urban an drural
areas were uneven - in most cases much more funds were spent in the cities and towns, which is clearly connected

with the polarization - diffusion model of Polish regional policy.

Key words : EU structural funds, rural areas, effects, expenses, inve stment priorities, Poland.

JEL code : 018, R42.

Introduction
One of the European Unionds aims is equalizing differe

Member States in the field of soc ial, spatial and economic development. European funds are the basic
instruments for implementing the European Union's regional policy (Pawlicki, 2014). Poland is one of
the largest beneficiaries of EU funds, as in the period 2014 -2020, the EU allocated to Poland 82.5
billion EUR.

As there are few studies on the use of EU funds in rural areas (Schrader, 1994; Zawisza & Pachut,
2015; Pondel, 2017) or the studies concern mostly on the development and impact on agriculture
(Kowalczyk, 2007; Satola, 2009), the a uthor decided to analyse the differences in the EU funds
absorption and their financial expenses and effects in rural and urban areas. The objectives of the

study were to classify investment priorities assigned to each project into smaller number of

homoge nous groups and to identify and assess the structure and value of implemented projects co -
financed by EU funds in perspective 2007 -2013 in rural areas in comparison to the urban ones .Asa
background, description of EU funds and strategic goals and the sys tem of implementation of

cohesion policy in Poland was shown.
Desk research (review of literature and databases, ordering, classification of projects), statistical
methods (calculations, relative and absolute indicators), field observations and d escriptive methods

were used, the data were presented using tables and graphs elaborated with Excel software.

The material used was database of projects implemented in the period 2007 -2016 supported by
all co -financed by EU structural funds domestic programs as of J une 2018 downloaded from the
national website concerning EU funding in Poland (funduszeeuropejskie.2007 -2013.gov.pl, 2018).

Two programs were excluded from the study: Human Capital Program and Programs of European

Territorial Cooperation because the databa ses made it impossible to identify the share of funds spent

in rural and urban areas. The data were published by Ministry of Economic Development of the

Republic Poland (MED) . During the analysis of Polish database, the author sometimes came across

errors in project classification, so some of the results should be treated with caution. The project

types were analysed and classified into the following groups according to the given in database
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investment priorities: Innovations and entrepreneurship, ICT, Tran sport, Energy, Environment

protection, Nature, tourism and culture, Social infrastructure, Other.

EU funds and their implementation in Poland in the period 2007 -2013
Structur al funds are an instrument of European Woni

reduce regional differences (Bachtler J., Turok I., 2013). Among many financial instruments, the EU

has the following five main funds supporting the economic development of countries in line with the

Europe 2020 strategy and its objectives. The first of these funds is the European Regional
Development Fund (ERDF), which aims to reduce disparities in the levels of development of regions

in the European Union and is intended to strengthen economic, territorial and social cohesion. Funds

from this fund are e armarked, among others, for supporting infrastructure and production
investments as well as support for small and medium -sized enterprises. The second fund is the
European Social Fund (ESF), whose main goal is to combat unemployment among member countries.

Funds from this fund increase employment and education opportunities. Support for social groups

and regions is also co -financed, and is especially dedicated to young people entering the labour
market. Another fund is the Cohesion Fund, whose funds are ear marked for member states whose
gross national income per capita is less than 90 % of the EU average. The purpose of this fund is to
reduce economic and social disparities as well as to promote sustainable development through
investments in transport infras tructure and environmental protection. The fourth fund is the
European Agricultural Fund for Rural Development, whose task is to support transformations in the
structures of agriculture as well as to support development in rural areas. The last fund is the
European Maritime and Fisheries Fund, supporting the restructuring of fisheries in the member

states. In addition to the structural funds and the Cohesion Fund described above, in the
programming period 2007  -2013 there were also Community Initiatives: JAS PERS providing technical

support during the preparation of significant infrastructure projects, JESSICA supporting sustainable

urban development and JEREMIE aiming at support for the activities of small and medium -sized
enterprises. In this paper, support by CF, ERDF and ESF will be assessed.
The assistance discussed in the article in the period 2007 - 2013 was intended to achieve the

objectives of the Lisbon Strategy and regional policy strategies, which were designed to decrease
differences in the levels of regional development. The strategy of socio -economic development of
Poland revealed itself in such challenges as: building a competitive economy, increasing investments
in human capital, improving road infrastructure, protecting the natural environment, or creating
conditions for appropriate economic growth. In Poland, the National Strategy for Cohesion (NSS)
(official name: National Strategic Reference Framework, NSRF) was the strategic document defining
the priorities and areas of use and the system of implementing EU funds. It set out the rules for
spending the European Regional Development Fund (ERDF), the European Social Fund (ESF) and the
Cohesion Fund under the Community budget for 2007 -13.

The strategic goal of NSS was to create conditions for the growth of competitiveness of the Polish
economy based on knowledge and entrepreneurship, ensuring employment growth and increasing
the level of social, economic and spatial cohesion. The strategic goals were to be achieved through
the implementation of ho rizontal specific objectives (NSRO, 2007):
1 Improving the quality of public institutions' functioning and developing partnership mechanisms,

1 Improving the quality of human capital and increasing social cohesion,
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9 Construction and modernization of technical a nd social infrastructure essential for the growth of
Poland's competitiveness,

1 Increasing the competitiveness and innovativeness of enterprises, in particular the manufacturing
sector with high added value and the development of the services sector,

1 Increa sing competitiveness of Polish regions and counteracting their social, economic and spatial
marginalization,

1 Equalizing development opportunities and supporting structural changes in rural areas.

The investment priorities set in Poland and the share of fun ds for were similar to other countries

in the region. For example, in all V4+4 countries the biggest part of the allocation was invested in

025

transportation, energy and environment al projects

Investments in innovations , companies, R&D potential was a priority in the Czech Republic and
Slovenia, while in Poland transport projects have had the highest share.

In addition to legal, fiscal and institutional activities, NSS objectives were implemented through
programs (so -called operational programs) managed by the Ministry of Regional Development,

regional programs (so  -called regional operational programs) managed by the Management Boards

of individual Voivodships and projects co -financed by the structural instruments, i.e .:
1 Infrastructure and Environment Program T co-financed by ERDF and CF

1 Innovative Economy Program T ERDF,

1 Human Capital Program i ESF,

1 16 regional programs 1 ERDF,

1 Program Development of Eastern Poland T ERDF,

9 Technical Assistance Program i ERDF,

1 Programs of European Territorial Cooperation T ERDF.

In this paper, support by all the above mentioned programs without Human Capital Program and

Programs of European Territorial Cooperation will be assessed.

Research results and discussion
1. The types and structure of implemented projects

Investment priorities assigned to each project were classified into 8 groups. The names of these

groups and their components (with numbers indicating priorities) are shown below in the Tab.
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Table 1

The types of EU co -financed pr  ojects according to the investment priorities

Types of intervention Investment priorities

01 R&D activities carried out in research centres, 02 R&D infrastructure and
specialized centres of technological competence, 03 Tec hnology transfer, 04
Support for the development of R&D, 05 Advanced support services for

Innovations and enterprises and groups of enterprises, 06 Support for SMEs in the promotion of
entrepreneurship environmentally friendly products and processes, 07 Investments in enterprises
directly related to the field of research and innovation, 08 Other investments in
enterprises, 09 Other activities to stimulate research, innovation and
entrepreneurship in SMEs

10 Telecommunications infrastructure (including broadband networks), 11
Information and communication technologies, 13 E -services and applications for
citizens, 14 Services and applications for SMEs, 15 Other actions to improve

access to ICT for SMEs and their efficient use

ICT development

16 Railway, 18 Railway rolling stock, 2 0 Highways, 22 National roads, 23
Regional / local roads, 24 Bicycle paths, 25 Urban transport, 26 Multimodal

Transport transport, 28 Intelligent transport systems, 29 Airports, 30 Ports, 31 Inland
waterways (regional and local)
33 Electricity, 35 Natural ga s, 39 Renewable energy: wind, 40 Renewable
Energy energy: solar, 41 Renewable energy: biomass, 42 Renewable energy:

hydroelectric, geothermal and other, 43 Energy efficiency, combined production
(cogeneration), energy management

44 Municip al and industrial waste management, 45 Water management and
drinking water supply, 46 Wastewater treatment, 47 Air quality, 48 Integrated
pollution prevention and control system, 50 Restoration of industrial areas and
Environment protection reclamation of contaminated land, 51 P romoting biodiversity and nature
protection (including NATURA 2000), 52 Promoting clean urban transport, 53
Prevention of risks, 54 Other activities for environmental protection and risk
prevention

55 Promoting natural values, 56 Protection and valorisation of the natural
heritage, 57 Other support for strengthening tourism services, 58 Protection

and preservation of cultural heritage, 59 Development of cultural infrastructure,

60 Other support for improving cultural services, 6 1 Integrated projects for the
revitalization of urban and rural areas

Nature, tourism and
culture

75 Infrastructure of the education system, 76 Health care infrastructure, 77
Social infrastructure Care and education infrastructure, 78 Housing infrastructure, 79 Other social
infrastr ucture

73 Actions to increase participation in education and training throughout life, 80
Promoting partnerships, pacts and initiatives, 81 strengthening the ability to
Other implement policies and programs, 85 Preparation, implementation, monitoring
and control, 86 Evaluation, research / expertise, information and

communication

Source: authorodés el aboration based on data by MED of Pol and

The structure of value of implemented projects co -financed by EU funds in perspective 2007 -2013
in different types of a  reas was presented in  Fig. 1. In many cases, the location was not assigned to
the projects by beneficiaries (location: not applicable), which makes it difficult to draw conclusions
properly. This happened mainly by projects with a broad range of influence like promotion,  prevention
of digital exclusion through the construction of broadband internet infrastructure, technical
infrastructure construction and scientific projects. In other cases containing social infrastructure,
nature, tourism and cultural proj ects and ICT development the location was assigned to most
projects. Anyway, the rural areas have had the highest share of funds (above 10 %) allocated on
developing energy infrastructure, social infrastructure; and projects enhancing nature, tourism and
cultural development and construction of transport infrastructure (definition and scope of the term
transport Infrastructure is described by the EC (2006). Interesting are also proportions between the
allocation in urban and rural areas 7 in most cases much  more funds were spent in the cities and

towns. The urban areas acquired 5.5 times more on social infrastructure and nature tourism and
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cultural projects and 3 times more on innovations and entrepreneurship and ICT development. This

is clearly connected wi th the polarization - diffusion model of cohesion policy implementation
recognizing that it is more important to support the metropolis and stimulate the diffusion of

development to the surrounding areas (Wozniak, 2011; Rakowska, 2011). Only shares of fund S
allocated to transport and energy were similar in both types of areas. The only type of projects where

more funds were spent in the rural areas was environment protection (9.5 % share in the rural and
6.1 % inthe urban areas). The effect of thiswas a s ignificant development of technical infrastructure

in rural areas in Poland (mainly Central and Eastern). In many areas that have been lagging behind

in infrastructure so far water systems, wastewater treatment plants and sewage systems were built.
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Fig. 1. The structure of value of implemented projects co -financed by EU funds in perspective

2007 -2013 in different types of areas in Poland

2. Highest share of funding in rural areas I detailed analy  sis
The share of projects in the rural areas taking into account detailed classification of investment

priorities was shown in Tab. 2. Both the share and total value of projects were presented. As it can
be observed, rural areas benefited mostly (the highe st share of allocated funds: >50 %) from
technical and social infrastructure projects as construction of bicycle paths, regional and local roads,

enhancing water management systems, also care and education infrastructure.
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Table 2
The share of rural areas in Poland as beneficiaries of EU co -financed projects
by investment priorities (financial perspective 2007 -2013)
share of total
No Investment priority (number and name) fundsaLr;;l;ral a%?}%?;gf
(%) (m PLN)
1 24 Bicycle paths 88.8 357.6
2 45 Water management and drinking water supply 69.3 382.1
3 77 Care and education infrastructure 66.4 50.7
4 40 Renewable solar energy 66.0 590.1
5 23 Regional / local roads 57.8 10532.0
6 54 Activities for environmental protection and risk preventio n 55.1 117.5
7 42 Renewable energy: hydroelectric, geothermal and other 46.3 58.6
8 55 Promoting natural values 43.3 45.9
9 06 Support for SMEs in the promotion of environmentally friendly 38.7 88.3
products and processes
10 56 Protection and valorisa  tion of the natural heritage 38.4 60.6
11 79 Other social infrastructure 34.1 349.2
12 10 Telecommunications infrastructure 33.0 1117.8
13 08 Other investments in enterprises 33.0 2852.0
14 58 Protection and preservation of cultural heritage 19.3 380. 2
15 57 Other support for strengthening tourism services 19.0 785.1
16 75 Infrastructure of the education system 17.1 1022.9
17 09 Other activities to stimulate R&D and entrepreneurship 15.8 412.8
18 46 Wastewater treatment 15.2 2323.8
19 16 Railways 15.0 1047.2
20 29 Airports 13.0 313.0
21 ;3aﬁgg£%/eiftﬁciency, combined production (cogeneration), energy 118 3501
22 39 Renewable energy: wind 11.6 169.3
23 53 Prevention of risks (natural hazards) 10.6 486.2
24 g(l)(;)r)omoting biodiversity and nature protection (including NATURA 101 525
25 44 Municipal and industrial waste management 8.3 377.2
Source: authorodés calculations based on data of Ministry of Economic Devel.
More than 1 billion PLN was spent in the rural ar eas for regional and local roads or railways,
telecommunications infrastructure (mainly enhancing internet access, developing broadband
networks), infrastructure of the education system (schools and their equipment) or wastewater
treatment. Apart from infr astructure more than 2.8 billion PLN was spent on investments in
enterprises located in the rural areas, which helped them to increase their competitiveness and
develop new activities. Important expenditures have been incurred for activities for environmen tal
protection and risk prevention and promoting natural values. A significant share of funds contributed
to support for strengthening tourism services, protection and preservation of cultural heritage and
protecting biodiversity and nature protection (inc luding NATURA 2000 areas).
Conclusions, proposals, recommendations
The paper briefly compared and assessed the structure and value of implemented projects co -
financed by EU funds in perspective 2007 -2013 in rural areas in comparison to the urban ones in
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Poland. In general, the structure of allocated funds at the country level was comparable to other

Eastern European countries. To assess and analyse the financial expenses of EU funds the investment

priorities were classified and the share of projects comple

was calculated. The main conclusions are stated below.

but much smaller than in urban area

1) Polish rural areas benefited mostly (the highest share of allocated funds: >50

infrastructure projects as construction of bicycle paths,

management systems.

ted in the rural areas in selected categories

% ) from technical

regional and local roads, enhancing water

2) Another important effect was development of social infrastructure as care and education

infrastructure.

3) Investments in enterprises located in the rural areas helped them to increase their

compe titiveness and develop new activities.

4) The urban areas acquired 3

-5 times more funds on social infrastructure and nature tourism and

cultural projects, innovations and entrepreneurship and ICT development. This is clearly

connected with the location of ent

cohesion policy in Poland.

erprises (mainly in cities) and polarization

- diffusion model of

5) The only type of projects where more funds were spent in the rural areas was environment

protection (which is connected with an enormous development of technical i

6) The projectsodo effects

contributed

nfrastructure).

to achieving t

Construction and modernization of technical and social infrastructure essential for the growth of

Poland's competitiveness (although it has ha

d the higher effect in increasing the life quality),

and Increasing the competitiveness and innovativeness of enterprises.

As one can see, the support of EU structural funds for rural areas in Poland was very important,

s. Further studies could be focused on the deepened analysis of

the effects of the projects increasing the level of economic development both at country level and in

local rural systems.
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Abst ract. This paper analysed the relations between entrepreneurial attitudes among the citizens of European

countries and the results of economies in the field of innovativeness. Data published in the Global
Entrepreneurship Monitor (GEM) and European Innovat ion Scoreboard (EIS) were used to assess these relations.

It was demonstrated that the citizens of countries witha higher innovativeness ratio demonstrate weaker
entrepreneurial intentions (intensions to start a business within three years). Paradoxically, in more innovative
countries, in spite of a stronger perception of opportunities to start a new firm, weaker intentions to start a

business are also observed, which may result from greater attractiveness of remunerated employment as well as

a more critica | assessment of their skills and knowledge of starting a business.

Key words : entrepreneurial attitudes, innovativeness, European countries.

JEL code :O31.

Introduction
According to subject  -related literature, innovativeness is strictly connected with entr epreneurship

(Glinka B., 2008, Domurat A., 2011). The crucial role of cultural factors, including entrepreneurial
attitudes, is particularly emphasized in establishing innovativeness (Gupta V. et. al., 2004, Gomez -
Haro S. et al., 2011). The relationship be tween entrepreneurial attitudes and the innovativeness of
economies results from the importance of these cultural attitudes, potentially influencing the
possibility to motivate the entire society to innovativeness and inventiveness in order to create an
innovative society (Kwiatkowski S., 2000). It can be claimed that culture supports and preserves
entrepreneurial activities within an organization and combines entrepreneurial behaviours while
searching for occasions to bring innovations to life (Dimitratos P. et. al., 2012). In this way, the
culture emphasizing and supporting entrepreneurial efforts influences the quality and quantity of
innovation at a national level (Baker W., Sinkula J., 1999; Wai H., YeungC., 2002). This results from

the fact that an en  vironment encouraging entrepreneurship may motivate an individual to creativity,

and shape their entrepreneurial style of functioning.

The literature quoted provides numerous justifications confirming the thesis on positive relations
between entrepreneurs  hip and innovativeness. However, there are No studies emphasizing the
relationships between entrepreneurial attitudes and the innovativeness of countries. Due to the
research gap in this field, the purpose of the paper was formulated, i.e. studying the rel ations
between entrepreneurial attitudes of the citizens of European countries and the results of economies
in the field of innovativeness measured with the Sll value. Due to geographical proximity and cultural
resemblance (European civilization circle), t he present article concentrated on an analysis of relations
between the studied variables in European countries.

In the research were formulated certain tasks. The first task of this research was to collect data
concerning entrepreneurial attitudes of the citizens of European countries published in the Global
Entrepreneurship Monitor (GEM). The second task was to assemble data concerning innovativeness
of countries published by European Innovation Scoreboard (EIS). Then, as the third task, to analyse
the r elations between entrepreneurial attitudes among the citizens of European countries and the

results of economies in the field of innovativeness.
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Research results and discussion
Economic analyses treat entrepreneurship as a phenomenon with an exclusively ec onomic

character, in which major rolesare played by: capital, labour supply, access to markets, resources
and technology (Glinka B., 2008; Berger B., 1994). The mainstream of economic studies (neo -Classic
approach) is based on the axiom of a rational indiv idual (homo oeconomicus) , who aims at
maximizing profits. Many times, analyses referring to the cultural context of entrepreneurship are
marginalized (Glinka B., 2008). Full understanding of the phenomenon of entrepreneurship should
take into account cultu ral factors, which may constitute support for entrepreneurial activities or
impede them. Cultural explanations are usually quoted when other, Aharder 0 variables fail (Marody
M., Kochanowicz J., 2010). The ways of thinking about entrepreneurship, attitudes towards
entrepreneurs as well as the forms in which they are manifested are strongly rooted in the cultural
context. This context suggests certain ideas and concepts of entrepreneurship, which are often
treated as obvious patterns for action (Polak K., Hab er A., 2011). Cultural diversity makes it
possible,for example, to partially explain the differences in economic results of post -communist
countries (Marody M., Kochanowicz J. 2007).

Entrepreneurial bases, which may be considered as elements of the culture of entrepreneurship,
are treated as the driving force for innovative transformations within products and processes
(Bratnicki M., Struzyna J., 2001). The most desired type of entrepreneurship i ambitious, developing,
using new technologies i leads to inno vative solutions. Ambitious entrepreneurship referring to
entrepreneurial activities based on innovations constitutes the most important factor for economic
development and civilizational progress (Glinka B., Gudkova S., 2011; Cieslik J., 2006). Innovative
entrepreneurship refers mainly to transgressive activities in dynamic and risky environment
(Strzalecki A., 2011). The analyses of innovative entrepreneurship should thus take into account its
cultural determinants (Domurat A., 2011)

It is worth noting t  hat, in literature, there is No full consent in the context of perception of
entrepreneurship. For example, P. Drucker (1992) claimed that not every activity connected with
ri sk and the companyds devel opment may be desactorinbed as
entrepreneurship consists in creative reaction to changes in the environment or the enterprise.
Foll owing Druckerdés approach, entrepreneurship is questio
a non -innovative good or service, e.g. opening a rep air garage, a commercial company, a new bar
or restaurant. Schumpeter also referred the notion of entrepreneurship to very creative activities
(creative destruction), being a source of imbalance on the market. Nevertheless, a broad approach
dominates in li terature, according to which each new market undertaking (e.g. establishing new
companies) is an entrepreneurial activity. I. Kirzner (2001) claims that entrepreneurial activities are
also those which refer to price competition which do not involve creativ e destruction and
innovativeness. An entrepreneur is, following a broader perspective, an entity discovering new
market opportunities.

Entrepreneurial attitudes of citizens are thus crucial for the development of entrepreneurship.
They translate into bett  er identification of market occasions, valuation of business ideas, perception
of ideas and creative behaviour styles and creativity (Strzalecki A., 2007; Strzalecki A., Domurat A.,
2009). An enterprise or work stimulating innovativeness may shape creativ e attitudes and new
behaviours leading to innovativeness. The research conducted in this field by A. Domurat (2011)
showed that those who display an entrepreneurial spirit at work, including entrepreneurs and the

persons often behaving in an innovative way , manifest a more favourableattitude towards innovative
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business ideas compared to those deprived of the entrepreneurial spirit (full -time employees and
those who do not manifest innovativeness at work, respectively). It can thus be suspected that there

exists a correlation between entrepreneurial attitudes and the innovativeness of employees which,

in turn, translates into the innovativeness of entire economies.

In order to assess the relations between entrepreneurial attitudes among the citizens of Europe an
countries and the innovativeness of countries, data published in the Global Entrepreneurship Monitor
(GEM) and European Innovation Scoreboard (EIS) was applied.

GEM provides primary data -based measurement and assessment tools of all forms of
entreprene urship . The GEM conceptual framework identifies social, cultural, political and economic
contexts in which individuals express their intentions and perform their entrepreneurial
activities. Entrepreneurial attitudes were measured with the use of four factors , including:

1) entrepreneurial intentions, which means the percentage of the population aged between 18 and
64 years (individuals involved in any stage of entrepreneurial activity excluded) who are latent
entrepreneurs and who intend to start a business with in three years;

2) perceived opportunities, which means the percentage of the population aged between 18 and
64 years who see good opportunities to start a firm in the area where they live;

3) perceived capabilites i the percentage of the population aged betwee n 18 and 64 years who
believe they have the required skills and knowledge to start a business;

4) fear of failure 1 the percentage of the population aged 18 -64 years perceiving good opportunities
who indicate that a fear of failure would prevent them from star ting up a business.

The factor used to reflect the level of innovativeness of countries wasthe Summary Innovation
Index (Sll). The overall performance of each country's innovation system has been summarised in
this composite indicator. The results of Sll a re published by the European Innovation Scoreboard
(EIS),which uses the most recent statistics from Eurostat and other internationally recognised
sources available at the time of analysis. International sources have been used in the reports
wherever possib le in order to ensure comparability between countries (European Innovation
Scoreboard, 2018).The coefficients used for assessing the correlations between analysed variables
were thePearson correlation coefficient together with the R 2 coefficient constituti  ng the measure of
model adaptation quality, showing what percentage of one variable explains the changeability of the
other variable. Its value is from 0 to 1.

Entrepreneurial intentions were the first entrepreneurial attitudeanalysedin relation to the
inn ovativeness of countries. The results of analysis referring to the relation between entrepreneurial
intensions and Summary Innovation Index (Sll) demonstrated that there exists a moderate negative
correlation (r=0.55) between these variables. This means ex pressing weaker entrepreneurial
intentions by the countries characterized by higher innovativeness indicator ( Fig. 1). This confirms a
general trend observed in all countries around the world, where the desire to become an entrepreneur
generally decreases together with reaching a higher development phase (Global Entrepreneurship
Monitor Polska, 2015). The observed correlation should not be treated as an absolute rule, as the
citizens of some countries with similar Sll coefficient are characterized by a dive rsified level of
entrepreneurial intensions. For example, relatively strong entrepreneurial intensions are observed in
Germany, characterized by high Sl coefficient. Among European countries, the highest level of
entrepreneurial intensions is observed in Romania, which alsoshows the lowest SllI, which confirms

the negative relationship between the analysed variables.
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Fig. 1. Correlationb  etween entrepreneurial intensions and Summary Innovation Index (Sll)
Another element of the analysed entrepreneurial attitudes is perceived opportunities, referring to
the percentage of the population aged between 18 and 64 years who see good opportunities to start

a firm in the area where they live. It was observed that in European countries, together with the

increase in Sll, perceived opportunities to start a firm are also higher ( Fig. 2). This correlation is
reflected in the value of the Pearson coeffic ient r=0.50.
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Fig. 2. Correlation between perceived opportunities and Summary Innovation Index (SllI)
Sweden,a country with one of the hig hest Sll values, has the highest number of inhabitants who
noticedan opportunityto start a firm. Poland constitutes a certain exception here, as it has a relatively
low Sl value compared to the perception of opportunities to start a firm. It can thus be a ssumed

that noticing development opportunities for a new firm in this country constitutes an element of the
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entrepreneurial base supporting the establishment of new entities. It is worth noting that when not
taking Poland into account in analysing the inte rdependencies, the correlation coefficient would be
moderately high and would amount to r=0.70. In the European countries, the lowest Sll value
together with the weakest perceived opportunities,was observed in Bulgaria.

Another element reflecting entrepre neurial attitudes 1 perceived capabiliies T determines the
percentage of population aged between 18 and 64 years who believe they have the required skills
and knowledge to start a business. The relation of these attitudes expresses a weak negative
correlat ion (r= -0.32) with the level of innovativeness in the countries ( Fig. 3). This means that the
citizens of countries characterized by higher SlI value assess their skills and knowledge to start a
business less positively. It is possible that the markets in these countries are more mature, and the
citizens adopt a more critical approach towards their skills and knowledge in connection with starting
a new undertaking. It is, however, necessary to observe that differences are not high between the
citizens of Eu ropean countries in considering perceived capabilities. The citizens of Slovenia and
Poland assess their skills the most positively, while the most negative assessment is attributed to
the inhabitants of Italy.
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Fig. 3. Correlation between perceived capabilities and Summary Innovation Index (SlI)

For the last of the analysed entrepreneurial attitudes i the fear of failure 1 No correlation was
reported between it and the level of innovativeness measured using SlI (r=0.00). It can thus be
assumed that perceiving a fear of failure does not depend on the innovativeness of economies
(Fig. 4).

The citizens of Cyprus and Italy express the highest fearof failure in connection with a new
undertaking, while it is the lowest among the citizens of Bulgaria. Nevertheless, even if the Bulgarians
are not afraid to fail, they do not perceive the opportunity to start a new firm in their area of living.
A re latively low fear of failure is demonstrated by the citizens of such countries as Switzerland and

the Netherlands and their SlI value remains high.
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Fig 4. Correlation between fear of failure and Summary Innovation Index (SllI)

Conclusions, proposals, recommendations
The analysis performed referred to relations between entrepreneurial attitudes of the citizens of

European countries and the level of innovativeness of economies. Based on the conducted empirical
research, the following conclusions were formulated.

1) The citizens of countries characterized by higher innovativeness coefficient express weaker
entrepreneurial intensions (intension t o start a business within three years). This may result
from many different factors, among which the crucial factor is probably greater attractiveness
of remunerated employment in these countries compared to less -developed countries,
characterized by alow er level of innovativeness.

2

—

It was found that in the European countries, together with the increase in Sll value, the
percentage of the population who see good opportunities to start a new firm in the area where

people live (perceived opportunities) is al so high. It can thus be claimed that conditions resulting
from the economic, institutional and legal environment in these countries are more favourable

for entrepreneurship and (at the same time) innovativeness, in comparison to the countries is
characteri zed by lower level of innovativeness. At the same time, paradoxically, as it has been
mentioned in the previous point, in more innovative countries, in spite of a stronger perception

of the opportunities to start a new firm, weaker intentions to start a bu siness were recorded.
3

—

It was also demonstrated that the citizens of countries characterized by higher Sll value assess
their skills and knowledge to start a business more critically, which probably has a negative
impact on the intensions of the citizens o f these countries to start a business.
4) Based on the conducted analysis, it can also be stated that the perceived fear of failure does not
depend on the level of innovativeness of economies.
5) Animportant premise for economic policies of countries characte rized by a lower innovativeness
coefficient resulting from the conducted research involves the necessity to take into
consideration the factors shaping entrepreneurial attitudes, particularly those connected with

the perception of the opportunities to star t a business. This is connected with the shaping of
215
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institutional and legal (as well as economic and cultural) conditions favourable for
entrepreneurship, which are the bases for entrepreneurship, including innovative

entrepreneurship.
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THE CONTRIBUTION OF THE LEADER APPROACH  TO THE DEVELOPMENT
OF RURAL AREAS IN LATVI A
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Abstract . The study wa s conducted with a purpose to find out a present role of the LEADER approach in
development of the Latvian rural areas. The article consists of analysis of the LEADER approach in Latvia and

other European countries, historical development and previously ca rried out evaluations of the LEADER results,
the quantitative results for 2014 -2020 period of the LEADER approach in Latvia. The Local Development Strategies
(LDS) were analysed. Although the major needs of local communities identified by LAGs are linked t o labour
possibilities, infrastructure, knowledge and information, more important contribution of the LEADER projects was

made in infrastructure development and not in strengthening of economic development. Nevertheless, the
LEADER approach itself s hows go od results in facilitation of the local activities and thus looks perspective in
future. It would be useful to use the multi -fund approach for the LAG support, which would facilitate development

of the strategies according to local (community) needs. The L EADER place in the local development method is
challenging for the next period.

Key words:  LEADER, rural development, local, evaluation.

JEL code: R53, R58.

Introduction
Balanced development of the rural areas in Latvia is one of the main challenges in dev elopment

facilitation of Latvia. One of approaches used in the EU for facilitation of the local development is
the LEADER approach (the term CLLD is also used). This approach is being increasingly used also in
Latvia, while there is still very little rese arch done on its importance and efficiency. One of the reasons
for it - the LEADER results are hard to quantify. Yet, they may still be quantified at least partially,
applying various indicators, characterizing investments and also results. The purpose of this paper is
to provide an overview on the current role and results of the LEADER/CLLD approach in development
of the rural areas in Latvia.
In order to reach the aim, the following tasks were established for the study:
1 Provide an insight in the nature a nd development of the LEADER approach in the EU and Latvia,
and in previously carried out evaluation ;
1 analyse importance of LEADER in the current (2014 -2020) planning period and its main results;
formulate conclusions and recommendations for further use of LEADER.
The hypothesis set for this study is that the LEADER/CLLD approach may be successful for
stimulation of the local development and in general has successfully proven itself in the course of
the RDP implementation.
Qualitative and quantitative econo mic research methods: analysis and synthesis; comparative
analysis, logically and abstractly constructive methods were used in the study, performing analysis
of various scientific publications, laws and regulations, documents, programmes and information
sources. Novelty of the paper is linking to quantification of the LEADER results and analysis of results
of the most recent (2014 -2020) period. Limited format of the article affects more detailed review of

the subject. Only some quantitative indicators have been reviewed due to this reason.

1 Researcher, Institute of Agricultural Resources an d Economics, Latvia
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Research results and discussion
1. Nature of the LEADER approach  and research carried out on it

LEADER can be defined as purposeful and mutually coordinated activities for facilitation of rural
development. The LEADER appr oach is being used in the EU since 1999. This is a method for
facilitation of location  -based initiatives having economic, social and administration component. The
approach is based on 7 principles: area T based local development strategies, bottom T up
elaboration and implementation of strategies, local public T private partnerships T local action
groups, integrated and multi -sector actions, innovation, cooperation and networking (EC Regulation
1698/2005). The EU implements this approach by using the Rural Development Programmes (RDP).
Several approach implementation stages exist in the EU - LEADER | (1991 -1993), LEADER Il (1994 -
1999), LEADER+ (2000 -2006), ALEADER axis 0 (2007 -2013), CLLD (2014 -2020). Community -Led
Local Development (CLLD) is being attributed to other funds and measures; the LEADER method is
used in several varieties also in the cities. The LEADER approach is in the context with the
development of local communities.

The LEADER approach is currently being considered as a neo -endogenous develo pment tool that
includes internal - local and external 1 a sum of factor and network interaction to assess and use
local resources (Bosworth et al., 2015).

Many studies have been carried out on the LEADER role in EU countries, which have been analysed
and summarized in many publications (Pollermann et al., 2014a,2014b, Thuesen et al., 2014 etc.),
where the publications up to 2013 can be found. The positive LEADER impact is being linked to a
better cooperation, participation, networking, innovations, knowle dge, activity of local people; the
negative critique is being expressed regarding the top -down approach, proportion of the public sector
(especially during the period of 2017 -2013), allocation of power in decision -making, increase of

bureaucratization, lac  k of innovations, low local social capital. It is recognized that the LEADER impact

may not be generalized, since the circumstances and situations are very different (Pollermann et al.,
2014b).
The impact analysis articles are still not very often to be fo und. The publications are often based

on numbers, characterizing the outcome or result indicators, or the assessment is based on the
results of surveys, qualitative data, which may be quantified to a very little extent. It is partially
determined by the fa  ct that the LEADER approach as such is mostly directed at the indicators that

can be measured in terms of quantity, for example, the LEADER value added, assessment of 7 basic

principle implementation (Thuesen et al., 2014 etc.). Partially it is determined by the critique on
moving of LEADER away from the Aoottom -up approach 0 itself, by replacing implementation of
locally -based needs with subordination to top -down measures (Pollermann et al., 2014a). ADown -

upod approach is being us ed,existifgitrangfornmason af the LEADER dpproacht h e
increasing the role of the ATop-down 0 and State -regulated institutions in the implementation process
of the LEADER approach. Ignoring of these facts can affect the result, which expresses itself in formal
assessment of the project outcome, while it tells very little about the LEADER approach itself and
efficiency of its implementation.

The LEADER analysis has so far not been very widespread in Latvia. Studies look at the LEADER
implementation in 2007  -2013 - economic assessment (Krievina et al., 2015), implementation of the
LEADER approach during initial stage (Svanberga, L., 2009; Svanberga, L., Radvila, J., 2007),

Analysis of Social Innovations and Partnerships (Paula, L., Zobena, A., 2007).
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Several articles emphasizing low use of the local potential may be attributed to a situation

currently in Latvia (Dargan et al., 2008, etc.); role and leadership of the local authority is especially
significant in successful implementation of the LEADER approach (Marquardt , et al. 2012), based on
the neo -endogenous development - creation of cooperation networks (Salemink et al., 2016).

When assessing the role of LEADER, it is important to understand where and what type of jobs
are created, whether generation or redistributi on of wealth is taking place; long -term management
of state -level local processes is of essence, ownership matters, knowledge and understanding
regarding the LEADER work, its success and misfortunes are also important topics (Shortall, S.,
2004). tmeans  formation of a deeper understanding regarding results achieved by LEADER. Role of
the local community in the Development context is not related to growth, increased number of
created jobs, but to formation of the community capacity, viability, self -relianc e, joint actions
(Cavaye, J.).
On the other hand, the LEADER approaches are directed at stimulation of economic processes more than at
the investments, including on the administrative level, flexible partnership, strategic vision (Jankovic, 2012). The
LEADERG6s organized LAGs and their importance ghla30l7pa significant
The role of LAG in the implementation of the LEADER approach has changed during the course of
time. Projects become more politically controlled, standardized and administrated, but the
independent organizati ons bmeoc-gavesnmen@uosgangaiiang) (B(uckmeies, i
2000), becoming a part of the state project administrating system. Even though the analysis was
carried out for the LEADER Il period, as shown by other publications, it is still being very topical.
During the next period 2021 -2027, the discussions on the LEADER role are handled in the smart
villages context.
We can conclude in general that the LEADER role in the Development processes must be assessed
broader that just economic or financial gains. The processes themselves and their depth rooted in
the understanding of local people regarding the processes, their acceptance and ways of executing

thereof is of a great importance.

2. Implement ation and development of the LEADER approach in Latvia
The Leader approach in Latvia is being implemented since 2000. Initially it was a Baltic Rural

Partnership Programme (2000 -2003) funded by the Great Britain government in the Latgale region,

where thre e local action groups (LAG) were created and 20 rural consultants and 40 community
coordinators were trained, and the Baltic Sea Region Cooperation Programme supported by the Phare

2002 Small Project Fund in the Zemgale region for handling the local Rural partnership problems in
the Baltic Sea region (2004  -2005), where five LAGs were created, specialists trained and strategies
developed.

Twenty -eight LAGs were involved in the LEADER measures (2004 -2006), which encompassed
83 % of the area conforming to the LEADER requirements, and 71 % of population, including by
involving 11 LAGs in the national programme AAcquiring of skills 6 and 17 LAGs in  Antegrated rural
development pilot  strategies 0. Initially, only the public organizations with 100 % funding intensi ty
could apply for support (Kudins, 2010).

The LEADER approach as the measure of 4th axis of the Rural Development Programme (RDP
2007 -2013) was introduced in Latvia starting 2007, and it encompassed the entire area with 40
LAGs. CLLD approach was implemen  ted also in the Operational Programme AFor the Development of

Fisheries 2014 -2020 0 as the 4th priority direction in the areas important for 24 Fishery LAGs. The
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maximum support for the RDP increased from LVL 5,000 to 20,000 with a different support intensi ty:
up to 60 % for the companies and up to 100 % for the public benefit organizations.

Total funding of RDP 4th axis measures in 2007 -2013 was EUR 40 million, which was 2.9 % of
the RDP funding (Benga E., 2016). The project applicants representing various NGOs, state
authorities and local governments form 75 % and have received 90 % of the granted public funding.
These projects based on their nature were directed at improvements to spending of free time and
infrastructure.

Nevertheless, in accordance with the results of the population survey carried out by Institute of
Agricultural Resources and Economics (AREI) in 2016, knowledge on LEADER still was quite low, and
an opinion on economic situation and work opportunities in rural areas has improved very litt le since
2011. The attitude of the population to changes in the environmental, social infrastructure and
service areas has, however, improved, due to the LEADER contributions. The 4th axis measures have
in general reached the planned indicators both in inc rease of employment and in economic growth,
but they are quite small for significant improvement of economic situation in rural areas (Benga E.,

2016).

In the opinion of involved parties, the implementation of the LEADER approach has made a
contribution in  development of the area and local communities with improvement of roads, creation
of meeting centres, improvement of areas and creation of infrastructure for people to spend their
free time. Innovations have not been, however, introduced in majority of si tuations. Support to

production has not been sufficient. Activities in the scope of LEADER are often carried out without a

sufficient respect for the general situation and long -term perspectives (Benga E., 2016).
The previous experience of the LEADER impl ementation in Latvia in general prepared soil for a
transfer to implementation of multi -funds, created a LAG network as a LEADER/CLDD implementation

tool, covering the entire area.

Multi -fund approach was established by the EU regulations which provided f or use of several funds
for the implementation of local strategies. (Council EU, 2013). 2014 -2020 Two -fund muti -fund
approach was introduced in Latvia, which means to combine the relevant European Agricultural Fund
for Rural Development (EAFRD) and Europea n Maritime and Fisheries Fund (EMFF) measures which
are implemented by the LEADER/CLLD approach.

The EU policy in the new period in general has freed EMFF from limitations and allows using the
entire financing of the EU funds for reaching the strategy goa Il s (Research for AGRI €&, 20
shown by the LDS analysis in both periods (2017 -2014 and 2014 -2020), LAGs do not use these
opportunities and base their strategies on one or two (where applicable) funds, accordingly matching
the strategy actionsth  ereto. It poses a question on administrative capacity to satisfy the local needs,

especially in the multi  -fund circumstances.

3. Quantitative results of LEADER in the period of 2014 -2020
The LEADER approach establishes a need to create solutions in the s trategy based on the local

development. LEADER/CLLD assessment guidelines emphasizing both the role of handling the
immediate needs and also of multisectoral cooperation in reaching the local goals (European
Commission, 2017). In this context, analysis of the local needs is of a great importance to define
goals that may be reached by the activities funded from various sources. Analysis is carried out in

the scope of the aforementioned information - to what extent such approach has been implemented
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in CLLD s trategies, which answers to a question: what was the role of LAG in facilitation of the local
development processes, using the LEADER approach.

CLLD strategies in accordance with the LEADER methodology are directed at defining the needs
of the local societ y (community) and satisfaction thereof. Thus, it would be logical that the grounds
for the strategies is identification of the territorial needs and defining of development goals, which is
formed by understanding and prioritizing real needs of the local so ciety (local community) and
making the satisfaction thereof to be a local development goal.

It may be derived from the local needs content analysis of the LDS that the most popular
associated symbol (stimulus word) is Aocal 6, which is combined with many o ther words and creates
various associations and meanings ( Table 1).In general, it characterizes the actions directed at local
level, a location, which is a goal of LEADER. Ranking the terms, to which an adjective Aocal 6 has
been most frequently added, Acompanies 0 and Abusiness 0 are among the first ones, which may be
explained by a special condition of the new LEADER period on moving 50 % of funding to business,
while the next most frequently mentioned terms are Aourism, services, NGO, cooperation, activi ties,

products, production 0.
Table 1

Analysis of the weaknesses described in the CLLD strategies (frequency of
mentioning)

Associated symbol number %
labour 123 28

infrastructure 114 26

knowledge, information 94 21

public activities 57 13

services 35 8
other 23 5

Total 446 100
Source: Aut horsdé structure, based on SVVA strategies

An assumption can be made from the aforementioned table that the local needs are most
frequently related to increasing of job opportunities, development of infrastructure, as well as
availability of knowledge and information. Public activities form a less expressed yet important need.

Other needs (availability of services, etc.) appear much less. It cannot, however, be clearly assessed
that this is the range of the local ne eds, as LDS are often adjusted to the terms of the relevant funds
i EAFRD and EMFF, also by including mostly the activities supported by these funds.

On the action level of LDS (according to frequency of mentioning) entrepreneurship and public
infrastructu re are predominant, while public activities, services and training are less frequent.
Knowledge is undervalued. This could be explained partly by a structure of the LEADER program,
which is created by the EU, and partly by understanding of the LEADER essen ce by LAGs.

The total public funding for the local LEADER development in the period of 2014 -2020 via RDP is
planned in the amount of EUR 79 million or 5 % of the total available RDP funds for 2014 -2020.
Approximately 20 % of that is moved toward the ope ration and strengthening of the LAGs,
development of strategies, cooperation between areas and countries. Majority (EUR 62.8 million),
however, is planned for specific projects implemented by using the LEADER approach. At least 50 %
of this amount must be used for initiatives intended for strengthening of the local economy (activity

19.21), while the rest - for development initiatives of the location potential (activity 19.22).
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Implementation of projects in general is active. More than 1500 projects have b een paid for by
the beginning of 2019, and almost 500 projects are in the implementation process. Total of 59 % of

the public funding available in the period has been reserved in these projects. LEADER projects have

a broad territorial cover: they encompas s more than 460 territorial units (or almost 80 % of all cities
and parishes that conform to the LEADER criteria). In general, from 587 territorial units at all projects
may not be implemented in 9 cities and 4 region centres of the Republic, thus a number of eligible

territorial units is 574.

Completed projects regarding which at |l east one report
indicators after the implementation of the project was submitted and available to RSS IS by the
moment of data summarizing ( 20.08.2018) were used for the evaluation of the project results.

The main result indicator planned in the RDP for the LEADER activities is the employment created
This indicator is used to evaluate to what extent employment opportunities in the LAG areas were
created by the implementation of the local development strategies.

Creation of jobs is provided for only in the activity 19.21 (business -oriented projects). Required
number of created jobs is not depending on the volume of the received public funding . The only
limitation is to create at least one job position which conforms to the full time employment equivalent
(FTE).

Creation of jobs as a goal to be reached in the project has been selected by the smallest portion
of support recipients in the releva nt activity. From 186 projects, for which the report data is available,
creation of jobs is planned in 45 projects. Nevertheless, jobs are actually being created also in other
projects. The reported data shows 178 newly created jobs in 92 projects. In addi tion, the report
indicators show even a slightly larger number of jobs than it was planned to achieve in the relevant
projects in the third year after the project implementation.

In order to evaluate the target audience of the measure investments in facili tation of economic
growth, an increase of the net turnover was also evaluated based on the information included in the
project goals. Report data was gathered on 136 support recipients (some of them have several
projects), of which an increase of the net t urnover for 95 recipients is a target indicator. They point
at a significant increase of this indicator after the implementation of projects: from EUR 1.3 million
before the project to EUR 4.1 million during the 1 st year after the projects. A significant i ncrease of
the turnover is being indicated also in the second year after the project, compared to the first year.

Such situation to a great extent may be explained also by a comparatively favourable economic
situation in the reporting years (2016 -2017). At the same time, it allows concluding that the
implemented projects in general are economically successful.

Excellent result has been achieved also by calculating the net turnover changes in % from the
volume of the made investments. Increase of the net tu rnover in average for one recipient and the
eligible costs of the relevant project have been calculated for this purpose. In average, eligible costs
of each recipientés projects are in the amount of EUR 30
turnove r - EUR 48 thousand or 1.6 times higher. Also as a result of analysis of the selected project
areas and actions to be taken, one can draw an indicative conclusion that selection of investments
in general is well thought over and conforming to the possibili ties of the local areas.

Population change is explored as a context data. According to official statistics data, in Latvia
population decreased by 3.4 % in 2014 -2018, including in the LAGs territories by 5.2 % (CSB). This

is substantiated by the LAGs thems elves which put a population size in the LDS as an indicator with
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decreasing trend in 8 cases from 14 LAGs used in this indicator. Demographic forecasts are even
much worse. LEADER in this context should soften the effect.

Nevertheless, in formal results of the implementation process, the core role is played by the LAGs
themselves, their feelings, beliefs, attitudes to their work. With the aim to find out an assessment
by LAGs of their LDS impact, a survey was carried out in 2018 for the LAGs administrativ e leaders.
The most valued are such impacts as preserving the population in the rural areas, social
infrastructure, activities, job creation, especially for small and micro enterprises. Less value is
attributed to social services, entrepreneurship, innovat ions. In the opinion of LAGs, the main
importance is attributed to administrative activities i preparing of LDS, operation costs and
animation activities. LAGs have a dual role - as an administrator of development and as a local
facilitator of development. This was confirmed in interviews with the administration of several LAGs.

Trend is to move in more administrative direction.

Conclusions, proposals, recommendations
1) Previous experience in Latvia shows better results of LEADER approach in strengthening o flocal

potential (mainly public infrastructure, recreational possibilities etc.) than economic
development. Despite that as main result indicator for the LEADER activities is the employment
created, job creation is relatively insignificant for promoting e mployment in target territories.

2) In Latvia, the LEADER approach is developing based on the same scenarios analysed in the EU
at the beginning of millennium. More detailed research is needed to specify, what are the roles
of the EU, national and local level in this context.

3) Analyses show that the local development strategies are not intended to define local needs but
rather oriented toward the EU financing framework. LAGs are not engaged in acquiring
alternative financing, using only the EAFRD, EMFF due to lack of knowledge and motivation. In
future, it would be useful to use the multi -fund approach which would facilitate development of
strategies according to local (community) needs.

4) We can see that formally the LEADER programme works quite effectively and will reach the
planned quantitative results. At the same time, it is not clear whether the RDP will reach the
rural development aim and the Europe -2020 cohesion and soci al inclusio
aspects, where we do not have available date.

5) The main ¢ hallenge for the LEADER is to find appropriate place in the local development issues

in the next programme period.

Bibliography

1. European Commission (2017). Guidelines. Evaluation of LEADER/CLLD. The European Evaluation Helpdesk
for Rural Development. Augus t, 2017

2. Benga, E. (2016). Lauku attistibas programma 2007 -2013. Ex -post novertejums (Ex  -post Evaluation of
Rural develoment Programme 2007 -2013 ). AREI, p.300. Available at:
http://www.arei.lv/sites/areilfiles/files/lapas/LAP % 202007 -2013 % 20ex -
post % 20nov % C4 % 93rt % C4 % 93jums.pdf Accessed 12.02.2019.

3. Central Statistical Bureau of Latvia. https://lwww .csb.gov.lv/lv  Accessed on 20.12.2018.

4. Research for AGRI Committee - Programmes Implementing the 2015 -2020 Rural Development Policy
(2016). STUDY IP/B/AGRI/IC/2015 -74. PE573.448 EN

5. Pollermann, K., Raue, P., Schnaut, G. (2014a). Opportunities for a Parti  cipative Approach in Rural
Development: Findings from LEADER in Mecklenburg -Vorpommern and the Requirements for Community
Led Local Developm ent L L andb ApplfAgric Borestry Res  3/4 (64)127 -138

6. Pollermann, K., Raue, P., Schnaut, G. (2014b). Multi -Leve | Governance in Rural Development: Analysing
Experiences from LEADER for a Community -Led Local Development (CLLD). 54th Congress of the European
Regional Science Association: ARegional Development & Globalisation: Best Practices 0, 26 -29 August 2014,
St. Pe tersburg, Russia. Available at: https://www.econstor.eu/handle/10419/104063 Accessed 12.02.2019.

223


http://www.arei.lv/sites/arei/files/files/lapas/LAP%202007-2013%20ex-post%20nov%C4%93rt%C4%93jums.pdf
http://www.arei.lv/sites/arei/files/files/lapas/LAP%202007-2013%20ex-post%20nov%C4%93rt%C4%93jums.pdf
https://www.csb.gov.lv/lv
https://www.econstor.eu/handle/10419/104063

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Proceedings of the 201 9 Internatio nal Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 217-224
DOI: 10.22616/ESRD.2019. 027

Krievina, A., Leimane, |., Melece, L. (2015). Analysis of Economic Aspects of Leader Projects in La tvia .
Proceedings of the 2015 International Conference AEconomic Science for Rural Development 0 No39 Jelgava,
LLU ESAF, 23 -24 April 2015, pp. 164 -175.

Kudins, V. (2010) LEADER pieejas istenosana Latvija i lidzsinejas pieredzes izvertejums. Konference

ATerr itorial Development in Latvia and Europe: the Good Practice and Future Possibilities 0, 20 10.12.10.
Latvian Rural Forum  Available at:

http://www.vraa.gov.lv/uploa ds/Prezentacijas/V.Kudins_konference_10.12.2010.pdf Accessed 13.02.2019.

Svanberga, L. (2009). LEADER+ projektu istenosanas rezultati un iespejas Jelgavas rajona (Results and
Possibilities of Implementation of LEADER+ projects in Jelgava District ). Proce edings of the International
scientific conference  AEconomic Science For Rural Development 0//N0.19, Jelgava, LLU, pp.213 -219.

Svanberga, L., Radvila, J (2007). Lauku partneribas Zemgales regiona (Rural Partnerships in Zemgale

Region). Proceedings of the In  ternational Scientific Conference AEconomic Science for Rural Development ol
Academy of Agricultural and Forestry Sciences of Latvia. Latvia University of Agriculture. - Jelgava, No.12 ,
pp.113 - 121.

Paula, L., Zobena, A. (2007). Partneriba T inovativs di skurss Latvijas lauku attistiba. (Partnership i an
Innovative Discourse in the Rural Development of Latvia ) Latvijas Universitates raksti (Scientific Papers
University of Latvia). i Riga, Vol.714, Sociology, pp.72 -85.

Dargan, L., Shucksmith, M. (2008 ). LE ADER and Innovation. European Society for Rural Sociology
Published by Blackwell Publishing, 9600 Garsington Road, Oxford OX4 2DQ, UK. Sociologia Ruralis, Vol 48,
Number 3, July 2008 DOI: 10.1111/j.1467 -9523.2008.00463.x

Mar quardt, D., M° IriéderrGs(2012).. ,SodalLNetwvaks and Rural Development: LEADER in
Romania. European Society for Rural Sociology. Published by Blackwell Publishing, 9600 Garsington Road,
Oxford OX4 2DQ, UK Sociologia Ruralis, Vol 52, Number 4, October 2012 DOI: 10.1111/j .1467 -
9523.2012.00571.x LAGs

Salemink, K., Strijker, D., Bosworth, G. (2016). The Community Reclaims Control? Learning Experiences
from Rural Broadband Initiatives in the Netherlands. European Society for Rural Sociology. Sociologia
Ruralis, Vol 57, Numbe  r S1, November 2017 DOI: 10.1111/soru.12150

Shortall, S. (2004). Social or Economic Goals, Civic Inclusion or Exclusion ? An Analysis of Rural

Development Theory and Practice. Sociologia Ruralis, Vol 44, No. 1, January 2004, European Society for
Rural Soci ology, pp.109 -123.

Thuesen, A.A, Nielsen, N. Ch. (2014) A Territorial Perspective on EUEs
Added Value of Community  -Led Local Development of Rural and Coastal Areas in a Multi -Level Governance
Settings. European Countryside  No.4, 2014, pp. 307 -326.

Council EU (2013) 6 COUNCINDb 13R32G13 bf A7TDec@Nber(2&L8 on Support for Rural

Development by the European Agricultural Fund for Rural Development (EAFRD) and Repealing Council

Regulation (EC) No 1 6 9 8 / 2 0dffigi al Journal of the European Union L347/487.

Cavaye, J. Understanding Community Development. Cavaye Community Development Available at:
http://www.wpri.inf ~ o/wp -content/uploads/2010/07/Understanding -Community -Development.pdf Accessed
05.12.2018.

Jankovic, D. (2012) Territorial Approach to Regional Rural Development. Economics of Agriculture  4/2012
UDC: 332.122:338.43

Vrabkova, |., Saradin, P. (2017) The Tech nical Efficiency Of Local Action Groups: A Czech Republic Case

Study. Acta Universitatis Agriculturae Et Silviculturae Mendelianae Brunensis , Volume 65 issue 3, pp. 1065 -
1074.

Bosworth, G., I. Annibal, T. Carroll et al. (2015). Empowering Local Action throu gh Neo -Endogenous
Development: the Case of LEADER in England. Sociologia Ruralis 56 (3), pp. 4271 449.

Council Regulation (EC) No. 1698/2005 of 20 September 2005 on Support for Rural Development by the

European Agricultural Fund for Rural Development (EAFRD ). Official Journal of the European Union ,L277/2
, 21.10.2005.

224

LEADER


http://www.vraa.gov.lv/uploads/Prezentacijas/V.Kudins_konference_10.12.2010.pdf
http://www.wpri.info/wp-content/uploads/2010/07/Understanding-Community-Development.pdf

Proceed ings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 225-232
DOI: 10.22616/ESRD.2019. 028

JUSTIFICATION OF THE ABOLISHMENT OF LOCAL GOVERNMENTS REAL ESTATE
RIGHT OF FIRST REFUS AL IN LATVIA

Janis Viesturs !, Mg.oec.; Armands Auzins 2, Dr.oec., assoc.prof.
12|nstitute of Civ il Engineering and Real Estate Economics, Riga Technical University

Abstract.  Procedure of offering and exercising right of first refusal on immovable property differs in countries

across the globe. Right of first refusal bestowed on local governments by the law is the most controversial one
with extreme opinions on both sides 0 some believe that local governments need extensive opportunities to
exercise right of first refusal, while others, quite to the opposite, think that the local governments should no t hold

such rights at all. If the local governments have free hands to exercise the right of first refusal on real estate, it

should be considered as an administrative hindrance impeding transactions with real estate. It is evidenced, for

instance, by Doin g Business' criterion Registering Property, according to which it takes five days to receive a

rejection of right of first refusal in order to register the property rights in Latvia. There is an opinion that local

governments exercise their right of first refusal in rare cases. To examine that hypothesis, data were obtained

from local governments in Latvia regarding the number of cases when the right of first refusal was exercised

between 2015 and 2017. The final part of the study offers a solution to the a dverse consequences caused by
efforts to bypass statutory right of first refusal given to local governments.

Key words : right of first refusal, right of pre -emption, real estate transactions.
JEL code :R3, K11, K25.

Introduction
Right of first refusal is a right established by law, contract or will to first the refusal rights holder

to acquire a property on the conditions agreed upon in a completed transaction between seller and
buyer (Zevenbergen et al., 2007) or to be entitled to 'step into the shoes of t he third partyd up«
conclusion of a contract (Naude, 2004). An advantage to acquire a property after another has turned

down this right is widely used in a number of different contexts (Naude, 2006). Usually similar terms

are used to designate such ri ght i 1) o6right of first refusalé, deffaned by
potenti al buyerdés contractual right to meet the terms of
accept that offer 6 and 2)-empteéeve righto o-empti gmd pootfenprn al buyer

contractual right to have the first opportunity to buy, at a specified price, if the seller chooses to

sello. Therefore, some English writeswsnpltimntd tloe prefmrént gh
purchase at a fixed price (Naude , 2006). However, the scientific literature does not follow a certain

pattern of terminology consistently. Commonly, both terms are used to indicate one's right to acquire

a property under the same conditions.

In Europe the picture of the right of firstr efusal law and procedures in this regard is very diverse
(Schmidt et al., 2005). Several scientists have tried to systematise and compare first refusal rights
in different countries (Schmidt et al., 2005; Zevenbergen et al., 2007). Every country has its sp ecific

types and subjects of the right of first refusal as well as procedure of offering and use thereof. In

some countries right of first refusal does not exist (Italy and Netherlands) or it is limited (Spain,
Sweden and Scotland) (Schmid et al., 2005), a nd there are also countries, Latvia among them, with
a wide range of persons entitled to the right of first refusal and a complicated procedure of the
offering and exercising of this right.

One of most frequently named examples of local governments exerci sing limited right of first
refusal is, for example, in Slovenia - within the defined area in Slovenia the local government can,
according to the law, establish the right of first refusal on the desired areas which may be comprised
of one or more plots or even a whole territory of the local government ( Zevenbergen et al., 2007).
In some cases, not only does a buyer hold the right of first refusal, but, for example, in France, the
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Land development and rural establishment society (Societes d'Amenagement Fonci er et
d'Etablissement Rural) is entitled to replace the receiver of donation in case of certain types of

donation receivers. Usually the right of first refusal is defined as an integral part of land management

and is contractual or legal d for local govern ment, state, tenants and lessees, joint owners,
neighbours etc.

When it comes to the right of first refusal, several important questions arise, for example 8 which
types of transactions are covered by a right of first refusal agreement? What is the effect of a sale
of the right of first refusal property as part of a larger package of properties? (Naude, 2006).
Nevertheless, the goal of this research is to find out if local governments in Latvia really need to
have the right of first refusal. Therefore, in the beginning it was analysed the regulatory framework
of all first refusal rights in Latvia. Secondly it was determined the frequency of the use of the right
of first refusal by local governments by sending surveys to all local governments in Latvia and
summing up the results. Then it was concluded that, apart from a small number of cases when the
right of first refusal was actually used by local governments, bypassing the right of first refusal is a
very common practice in Latvia. Finally, at the end sev eral proposals are put forth to potentially

solve the adverse consequences of the local government real estate right of first refusal.

Types of right of first refusal of real estate in Latvia
Latvia has a complicated, multi -level procedure for exercising t he right of first refusal based on:

1) a law; 2) an agreement (mandatory corroboration of agreed right of first refusal in the Land
Register); 3) a court judgement; 4) a will. In 2018, the right of first refusal in Latvia was stipulated
in 18 laws (this nu  mber tends to increas) and the procedure for the implementation of this right is
laid down in five regulations of the Cabinet of Minister of LR. T he right of first refusal in Latvia must
be offered to:
1) joint owners (cannot exercise right of first refusal o nly where the undivided share is sold to
another joint owner);
2) in some cases, to heirs of real property;
3) in case of partial ownership to land and structures to owners of the structure or land,;
4) local governments:
- if real estate in the local government adm inistrative territory is being alienated and such is
necessary to perform the local government functions prescribed by law, by taking into account the
use of the territory permitted (planned) in the territorial planning, laws and regulations, development
planning documents and other documents that substantiate the necessity of the relevant real estate
for the implementation of the local government functions (Law AOn Local Governments ~ 0);
- in port territories & to local government  port administration;
- in t erritories of national civil aviation airfields;

5) the State:

in especially protected natural zones;

- when alienating a national cultural monument;

- if the real estate being sold is located in the territory of a national civil aviation airfield;
- if pri vate person owns land at public waters and want to sell it.

6) the Latvian Land Fund, if agricultural land is being sold.
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7) apartment owners when selling the apartment property, if the community of apartment owners
has decided thereon and an entry has been mad e in the Land Register regarding the existence
of the right of first refusal.
8) special economic zone administrations if a transaction with real estate takes place in its territory.
9) power utility companies regarding objects used for supplying power, includi ng buildings,
structures, systems, devices, equipment, networks, pipelines or other objects that are not a
property of the power supply company, yet it is included in the balance sheet of the merchant

or is situated in the area of operation of licence of t he power supply merchant in question.

Right of first refusal of local governments as an obstacle hindering real estate
transactions

Of all the types of right of first refusal, those given to local governments is the most controversial,
as it significantly  hinders real estate transactions and constitutes an excessively burdening formality
in real estate transactions (Svemberga, 2012). Latvian local governments have right of first refusal
on transactions of real estate, except where 1) real estate is acquired by the State; 2) real estate is
acquired by foreign states for the needs of their diplomatic or consular institutions; 3) property to
be privatised by the State and local governments; 4) production facilities with all their equipment;
5) real estate that is transferred from one person to another without remuneration or by way of
exchange; 6) real estate from which a part has been alienated and which property remains under
joint ownership of the seller and purchaser; 7) real estate that is being sold by vol untary or
mandatory auction; 8) real estate in relation to which third persons have the right of first refusal
based on law, contract, or will; 9) residential property, including a flat, the ownership of which has
been acquired up to the privatisation of t he residential building (On Local Governments, 1994). In
all other cases of acquiring real estate the local governments must be offered right of first refusal. It
has become a formal procedure and the prescribed term, most often, is merely a factor burdeni ng
the transaction, because in most cases one can see from actual circumstances that the property
subject to transaction will not qualify for functions of local government (Svemberga, 2012).
Several authors have sought ways to restrict or reduce these mos tly formal  Asupervisory 0
entitiements of local governments (Goehner, 2006; Svemberga, 2012): 1) registering a note about
possible right of first refusal by local governments for those properties that are required by the local
government to implement its fu nctions (in the Netherlands - designate an area within which a
landowner who wants to sell his property is obliged to offer it first to the local government (Buitelaar,
2010; Ploeger et al., 2005)); 2) declining the right of first refusal of local governme nts. Declining
the right of first refusal of local governments as the main conclusion in his doctoral thesis ARight of
First Refusal of Local governments 0 is put forth by, for example, an expert of German administrative
law Torsten Goehner.
Local governmen ts rarely exercise their right of first refusal, for example, in Germany (Goehner,
2006). In 1999, 3,200 cases out of 44,600 purchase transactions had right of first refusal in 116
local governments of Germany where they were exercised 47 times, hence in ~ 0.11 % of all

acquisition transactions of real estate in these local governments.
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Table 1
Number of cases when Latvian local governments have exercised the right of
first refusal on real estate between 1 January 2015 and 31 December 2017
Type of Total (each
No Local governmen t notification 2015 2016 2017 local
governments)

1 Rezekne city e-doc 6 2 8 16

2 Jelgava city e-mail 0 3 3 6

3 Kekava county e-doc 1 4 1 6

4 Marupe county e-doc 2 2 1 5

5 Valka county e-doc 1 2 1 4

6 Aluksne county e-mail 0 1 2 3

7 Cesis county e-mail 0 2 1 3

8 Daugavpils city e-mail 0 2 1 3

9 Jekabpils city e-mail 0 2 1 3

10 Riga city e-doc 1 1 1 3

11 | Grobina county e-mail 2 0 0 2

12 | Jurmala city e-mail 1 1 0 2

13 Kraslava county e-doc 0 2 0 2

14 | Babite county e-mail 0 0 1 1

15 Balvi county e-mail 0 1 0 1

16 | Burtnieki county e-mail 0 1 0 1

17 Dobele county e-doc 1 0 0 1

18 Durbe county e-doc 0 0 1 1

19 | Gulbene county e-mail 0 0 1 1

20 | Jelgava county e-doc 1 0 0 1

21 | Koceni county e-doc 1 0 0 1

22 Krimulda county e-doc 1 0 0 1

23 | Liepaja city e-doc 0 0 1 1

24 | Limbazi county e-mail 1 0 0 1

25 | Ogre county e-doc 1 0 0 1

26 | Ozolnieki county e-mail 1 0 0 1

27 Rezekne county e-doc 0 0 1 1

28 Ropazi county e-doc 0 0 1 1

29 | Saldus county e-mail 0 1 0 1

30 [ Stopi ei county e-doc 0 0 1 1

31 | Valmiera city e-mail 1 0 0 1

32 | Viesite county e-mail 1 0 0 1

Total 23 27 27
Source: authordés calculations based on data received from |l ocal governmen:

Conception of the Cabinet of Ministers of the Republic of Latvia AOn Simplification of

Procedures of Corroboration of Real Estate Rights 0 in 2009 states that the local government
exercises the right of first refusal Aextremely seldom 0. In order to find out the extent to which the
local governments exercise the right of first refusal in Latvia, in February 2018, a survey requesting
an answer to the question: Ahow many times has your local government exercised the right of first
refusal in years 2015, 2016 and 2017 0 were sent to all 119 local governments in Latvia (9 citie s and
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110 counties of the Republic). One hundred two local governments replied to the letter sent in
February 2018, but two of them (Salaspils and Sigulda countries) did not provide an answer as to

the merits, they were inaccurate and were found not to qua lify for the research. Surveys were sent
to the remaining 17 local governments in April 2018. After repeatedly sending the survey, answers

were received from 112 local governments totally representing 96.4 % of the territory of Latvia. (The
Baldone, Baltin ava, Dagda, Jaunpiebalga and Varaklani local governments did not reply, however

they constitute a very small portion of the territory of Latvia),

It can be concluded from the answers received from the local governments that the right of first

refusal was used by local governments less than 30 times per year (in ~0.5 % of cases of all real
estate transaction purchases) between 2015 and 2017. Only 32 local governments ( Table 1) have
exercised their right of first refusal on real estate purchases at least one time during said period.

Many local governments, when answering the question, also explained that they have never
exercised the right of first refusal.
The following conclusions can be drawn regarding the right of first refusal of local governments:
1) local governments exercise right of first refusal on real estate purchase transactions in very rare
cases;
2) in the survey comments, local governments emphasized that they lack funds to use the right of
first refusal, even if a particular real estate would be required for implementing the functions of
local governments. A similar conclusion was drawn also in Germany (Gohner, 2006);
3)some of these transactions are o6negotiateddé, namely the
owner makes an agreement that if th e property is sold at certain purchase price, it is agreed in
advance that the local government would use the right of first refusal. Such transactions exist
even though it is impossible or very difficult to identify them if the parties do not admit it;
4) em ployees of the local governments believe that right of first refusal are introduced to implement
municipal functions, they are laid down in the law and hence they are legally grounded and
necessary. One can see that the employees of local governments find it self -evident and
i mportant to O&édsupervisebd, control transactions, and to
made in the territory of local government;
5) employees of several local governments were of the opinion that right of first refusal of local

gov ernments does not impede real estate transactions. For example -

Opinion of the representative of Priekuli county: AWe cannot agree with the opinion that the right
of first refusal impedes transactions 0;
Opinion of the representative of Engure county: A ¢ annot agree with You, that local governments

could be an impeding factor. Local governments can exercise the right of first refusal only if this
property is required for implementation of functions of the local governments and complies with the
planning do cuments ¢;

Opinion of the representative of Garkalne county: ARight of first refusal does not allow local
governments to acquire the property without any restrictions only because it has an advantageous
location or a low price. Following from this considera tion, we would like to point out that we find the
opinion about impeding impact of the right of first refusal of local governments on real estate
transactions to be biased  ¢;

Opinion of the representative of Dobele county: ANe cannot agree with the thesis presented in
the survey that the use of right of first refusal of local governments qualifies as one of potential

impeding conditions of real estate acquisition transactions in Latvia. The following is the rationale
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behind our objections: 1) after restorat ion of land ownership rights the former owners were not
always willing to receive land in other location as compensation for former land property. Hence,

there are real cases where municipal buildings (1 school, 2 preschool establishments in Dobele) are
situated on a land owned by private persons. If said land plots were sold, the local government would
certainly want to exercise the right of first refusal to end the situation of joint ownership; 2)
Applications on use of right of first refusal are examined by the local government in 5 work days
maximum therefore it cannot be considered as an essential impediment; 3) Commercial objects are

never subject to the right of first refusal of local governments 0.

Dr. iur. A. Svemberga found the right of first refus al of local governments as an excessively
encumbering formality in transactions with real estate and this was acknowledged also by the Cabinet
of Ministers of the Republic of Latvia, stating that Aprocedure of right of first refusal of the State and
local governments, given its mandatory nature, involves essential complications and prolonged
periods for corroboration of real estate ownership rights in general; the right of first refusal process
(in the preparation stage) rather considerably prolongs the reg istration process both in terms of the
steps and time required and time -consumption 0). Therefore, to believe that the right of first refusal
of local governments does not impede transactions is to neglect the fact that they hinder
transactions. It must be acknowledged that the delay is relatively short (pursuant to Regulations
No 919 of the Cabinet of Ministers of 28 September 2010 ARegulations on Procedure and Terms of
Use of Right of First Refusal by Local Governments 0 8 20 days; In calculations of Doing Busi nessbéb
principle Registering Property the right of first refusal assigned to the local governments in Latvia is
valid for five days; in practice the period to decline is usually estimated between 15 minutes and five
days), but considering the large numb er of rejections, this delay is disproportionate and unnecessary,
because the State has established a mechanism for functions of local governments regarding
alienation of real estate required for their functions 08 these are rights to address the Cabinet of
Minister with a proposal to alienate real estate as stipulated in the law in favour of certain local
government, if this property is necessary for public use (public needs), i.e. construction of roads,
streets, squares, pedestrian walks, scaffold bridges , flyovers, as well as port berth. It means that
the local governments have an instrument for alienating the real estate to ensure functions of local
governments & to alienate the property for public needs (compulsory acquisition), and they do not
needto ' control &6 or 'supervised all real estate purchase tr
Law On Local Governments).

The main shortcoming of such 'supervisiond or right of
Drohmittel  (Gohner, 2006)) used by a | ocal government is a wish of the pa
first refusal given to the local governments. Existence of such transactions has been admitted in
market price reports also in Latvia between 2006 and 2007, although today the situation is vi rtually
the same: A..] such practice has been created, because the parties involved in a purchase
transaction want to bypass the statutory right of first refusal given to the local government, by selling
the property in undivided shares. In approximately half of the cases the property is sold in undivided
shares (uswually in two transactions). The most common pr ¢
1/100 and 99/100, 1/3 and 2/3 0 (Real estate market report 2012 Q4. Agriculture and forest land
market). Betwee n January 2006 and April 2007, purchase contracts were repeated within five days,
and it means that the right of first refusal given to the local governments or the State to one and the
same property in 25.9 % of cases among all purchase agreements in tota | (Conception project  AOn

Simplification of Corroboration of Real Estate Rights 0) was bypassed, which evidences an extremely
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intense bypassing of the right of first refusal, in addition to bypassing the right of first refusal when
concluding a fictitious barter contract or donation contract. If the parties avoid the right of first
refusal, eventually it leads to the following adverse consequences (shortcomings) in the land
management system in the State in general:
1) inaccurate records of transactions;
2) fals e purchase price specified in purchase contracts;
3) waste of unreasonably large amount of administrative resources of local governments (Goehner,
2006);
4)ydi strust in civil rights, wish to '"bypassé them, hide &
5) encouragement to part ies to enter in risky transactions without being aware of their negative
implications, resulting in a situation where one of contractual parties (usually households) find
themselves in a less competent position, leading to considerable loss in future. For example,
Section 1415 of the Civil Law of the Republic of Latvia states Aan impermissible or indecent
action, the purpose of which is contrary to religion, laws or moral principles, or which is intended
to circumvent the law, may not be the subject -matter of alawful transaction; such a transaction

is void 0. So, i f a transaction is intended to bypass t he
governments), it may be declared void.

These shortcomings in land management in general constitute more extensive | 0SS in comparison
to the right of first refusal of local governments used slightly less than 30 times within one year.

Recently in Latvia one can see efforts to improve the process of use of right of first refusal of local
governments. Decree No. 125 of t he Cabinet of Ministers of LR of 15 May 2017 AOn Plan to Improve
Entrepreneurship Environment oitwas intended:  A..to ensure electronic data exchange among local
governments and Land Register in area of using the right of first refusal by cancelling the m andatory
requirement for residents to receive a reference issued by the local government and to submit it in
the Land Register 0. Such amendments would lead only to considerable change in terms of time of
implementing the transaction and overcoming administ rative hindrances related to that real estate,
however it would not abolish the right of first refusal of local governments as such, but would merely

facilitate information exchange procedure.

Conclusions, proposals, recommendations
Basing on the data obt  ained and arguments analysed, the authors recommend:

1) to abalish the right of first refusal of local governments in the case of selling real estate or

2) to entitle local governments to right of first refusal only in certain areas included in the
development plans of the local governments, if a simple, publicly available (to transaction
parties, local governments, notaries, Land Registers) and easy to implement way is found to
identify such areas without registering relevant remark in the Land Register that w ould constitute

a restriction of those property rights.
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SUPPORTING GENERATIO N AND DISTRIBUTION O F ENERGY ORIGINATING
FROM RENEWABLE SOURC ES IN KUJAWSKO -POMORSKIE PROVINCE

Izabela Wielewska !, PhD; Monika Zajakala 2, PhD Student
L2UTP University of Science and Tech  nology in Bydgoszcz, Poland

Abstract.  Supporting generation and distribution of energy from renewable sources enables energy efficiency

and security to increase. Kujawsko -pomorskie Province is at the forefront amongst other provinces in Poland and
readily implements the assumptions of the energy policy based on renewable energy sources. As part of the
Regional Operational Program of Kujawsko -pomorskie Province, the Marshal's Office in Torun conducted activities
supporting the production and distribution of energy coming from renewable sources in 2018, addressed at the
inhabitants of the province. Boroughs were the applicants obliged to obtain information from residents about the

demand for renewable energy. One of the beneficiaries was an urban -rural borough , located in the county of
Bydgoszcz. Therefore, research was carried out whose aim was to analyse the applications submitted, taking into
account the type of installation, its capacity and the place of residence of the beneficiaries of Action 3.1
ASupport ing generation and distribution of energy from renewable sources 0 in the borough of Koronowo.

The research showed that the borough did not use the available pool of funds for the action. 51 applications were
submitted, in which requests for photovoltaic, s olar and air heat pumps were formulated. Investment

opportunities for the generation and distribution of energy from renewable sources were more eagerly used by

rural residents than those of the cities. The largest interest was shown for photovoltaic insta llations, whose
average requested power was 1 kW higher than for the installations declared in the city and amounted to 7.41 kW.
Key words : renewable energy sources, Kujawsko -pomorskie province, Koronowo borough, support for

renewable energy installations.
JEL code : D25, 013, Q42.

Introduction
According to European regulations, the share of energy from renewable sources in Poland's energy

balance by 2020 is expected to be at least 15 % . It is therefore justified to support measures for the
generation and di stribution of energy from renewable sources (Szczerbowski R., Ceran B., 2013;
Wielewska ., Plonka A., Kupczyk A., 2018; Mickiewicz B., Zuzek D., 2012). This idea fully implements
the assumptions of sustainable development of urban and rural areas, which r equires support from
the country's policy. In terms of geographical and environmental conditions, Poland is a good place
for the production of renewable energy. Modern technologies lead to the obtainment of better and
better results of energy production, w ithout disturbing the ecosystem (Snarski S.J., 2015). The
current way of using energy does not correspond to the rules of managing sustainable development.
In a balanced transformation of the energy sector, a priority role should be played by of the
enviro nmental burden due to generation and supply of various forms of energy to the recipients as
well as the reduction of primal fossil energy media, the reduction of the extent of dependence of
producing various forms of energy on these resources while maintai ning the current level of energy
services (Wielewska I., 2016).

It should be noted that ecological investments contribute to restraining the progressing
degradation of the environment and activities recognized as ecologically harmful (Wielewska I.,
2015), thereforeitis not possible to talk about sustainable development in the field of energy without
taking into account renewable energy sources (RES).

Local government units of all levels are increasingly willing to take action to create renewable
energy so urces (RES). They may be investors in such tasks or beneficiaries thereof. Measurable

benefits from the introduction of energy from RES are particularly important in terms of

L E-mail: izabel2000@wp.pl , tel. +48 523408047
2E-mail: moni ka_zarfnba@ nteria.pl
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environmental protection and ensuring energy security. Boroughs are perfect place s for the
development of this type of investment, which is why aid programs are increasingly often dedicated
to these entities. The allocation of public aid funds appropriated for renewable energy for boroughs
becomes an opportunity for them to attract inv estors' interest, and T in effect T for economic
development, greater competitiveness and promotion of the borough in Poland and in the world
(Sasinowski M., 2017).

In recent years, there has been an increase in the interest in alternative energy sources. This is
directly related to the growing problem of smog in the country, the possibility of depletion of lignite

and hard coal deposits and ever higher prices of electricity. However, the RES potential in Poland is

still poorly used, which is closely relate d to the economic calculation. Therefore, itis crucial to support
renewable energy, which is a priority for energy policy for the coming decades. Co -financing of
investments related to the production of renewable energy is the basic driver of development and

willingness to make changes. It results primarily from the level of own contribution in the investment
acceptable by natural persons, with partial coverage of the total costs from the state budget and the
European Union (Sobczyk W., Baran T., 2016).

The primary renewable energy source is solar energy, whose annual energy potential is 15
thousand times larger than the energy resources coming from fossil fuels and nuclear energy
combined. Wind energy, water, geothermal energy as well as energy from biogas and biomass should
also be included in renewable sources. Kujawsko -pomorskie Province, alongside Pomeranian and
Silesian Provinces, is the leader of the country in terms of the use of renewable energy sources
(Krupnik K., Brozek M., 2008).

The recruitment  bodies for activities supporting the development of renewable energy are the
Marshals' Offices. Boroughs, as the basic units of the local government which have an influence on
the energy policy, may apply for co -financing for this purpose. One of the boro ughs which collected

data from the interested property owners about the demand for renewable energy sources and

applied for co -financing for this purpose, as part of the recruitment for Action 3.1 ASupporting
generation and distribution of energy from rene wable sources 0, was the borough of Koronowo.
In connection with the above, a review was carried out of activities in the area of raising funds

for the generation and distribution of energy from renewable sources of the borough of Koronowo,
an urban -rural commune located in Kujawsko -pomorskie Province.

The aim of the study was to analyse the submitted applications, taking into acco unt the type of
installation, its power, costs and place of residence of the beneficiaries of Action 3.1 ASupporting
generation and distribution of energy from renewable sources 0 that are owners of residential
buildings in the Koronowo commune. The study a Iso presents the estimated costs of assembling the
solar installation most frequently chosen in the photovoltaic installation program, as well as the
calculation based on the average energy consumption before the project implementation, regarding

the lengt h of use, followed by the return of costs incurred for the investment.

Material and methods
The intake of applications under Action 3.1 ASupporting generation and distribution of energy from

renewable sources, scheme: microinstallations, scheme 1: resident ial and public buildings (excluding
healthcare infrastructure) 0 was run from 20 August to 14 December 2018 by the Marshal's Office in
Torun (competition no. RPKP.03.01.00 - 1Z.00 -04-212/18). Funds for the implementation of the

program came from the Regional Operational Program of Kujawsko -pomorskie Province. Eligible
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applicants were local government units, cooperatives and housing communities, social housing
associations and non -governmental organizations. The maximum co -financing per unit was PLN 1
million (www.mojregion.eu ).

The research was conducted on the basis of data from the application submitted by the borough
of Koronowo, located in the county of Bydgoszcz, in Kujawsko -pomorskie Province. It is an urban -
rural commune occupying an area of 412 km 2, in which there are 23655 residents, of whom 10740
reside within the city limits. In the borough, the majority of residents are registered in rural areas
(54.6 %), inhabiting 33 villages. According to the data of the Ko ronowo Town and Borough Office,
as of 31 December 2018, the most people in rural areas lived in Makowarsko (1326 inhabitants),
Tryszczyn (1069 people) and Witel No (1020 registered). The smallest communities in terms of
population are Skarbiewo, Osiek and Po pielewo, in which there are fewer than 100 residents
(www.bip.koronowo.pl, www.bydgoszcz.stat.gov.pl). The population in Koronowo and the villages is
presented in Table 2.

The information on the application submitted by the borough for co -financing activit ies supporting
generation and distribution of renewable energy was obtained from the Koronowo Town and Borough
Office, which prepared the competition documentation based on data collected from the interested
property owners, including the technical design of the proposed installations. The subsidy was
intended for natural persons living in the borough and did not include business or agricultural
activities. Any equipment for generating energy from renewable sources can only be used for
household purposes. T he installations can be mounted on existing or constructed buildings, subject
to technical acceptance by the end of April 2019. Promotional activities aimed at dissemination of
Action 3.1. were conducted through the organization of regular meetings with th e residents of
Koronowo and the surrounding area. In total, 4 meetings were organized, with the participation of
communal officials and technical specialists in the field of assembling installations for the production
of energy from renewable sources. The meetings took place in Koronowo, Tryszczyn, Makowarsko
and Wierzchucin Krolewski.

As part of the activities supporting the generation and distribution of energy from renewable
sources, property owners were able to apply for partial co -financing of the incu  rred net eligible costs
at the level of up to 50 % . The calculation of the co  -financing level was made on the basis of the
mathematical product of the net costs incurred and the maximum level of return. Despite the
intended use of energy for the sole needs of households, the installations could be designed on other
buildings owned by the applicant. When choosing a mounting location, especially for photovoltaic
and solar installations, the key was the selection of a place with the best possible insolation. T he
choice of the place was related to the VAT tax difference, which amounted to 8 % for the installations
on or in a residential building, while it was 23 % for the assembly on or in an outbuilding or on the
surface of the land. Having taken into account t he VAT rates, the total co  -financing amount was
about 46 % when assembled within a residential building and about 42 % for installations on the
ground or an outbuilding. The rated capacity of the installation was determined on the basis of
average values o f electricity bills, and the maximum investment cost for a natural person could not
exceed 100,000. zg. The beneficiaries could apply for the
for the purposes of heating utility water, photovoltaic installatio ns and pellet boilers.

In order to analyse the length of the investment return period related to the mounting of
photovoltaic installations, the data regarding net costs of installations indicated by the Koronowo

Town and Borough Office were used. The owne rs of residential buildings, who were reporting the
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need for a solar installation, were obliged to submit a technical design in which the planned
installation capacity was taken into account, through an enterprise involved in the assembly of such
devices. lts size was determined based on the average annual energy consumption. The beneficiaries
of the program were able to submit projects with power levels in the 1.74 -9.86 kW range. The
installations with the smallest power (1.74 kW) were selected by those ho useholds whose annual
sum of costs related to paying electric bills amounts to about PLN 900. The installation with the

largest capacity available in the program (9.86 kW) was addressed at residents who spend about

PLN 5,400 per year for this purpose. An e xample of a list including the costs incurred for electricity

before the RES investments were made and the related demand for installation capacity and costs

are presented in  Table 1.
Table 1
Costs of the making of photovoltaic installations depending on t heir power

Cost of electricity Power of photovoltaic . Net C.OSt of Gross cost Gross cost
No (PLN/month) installation (kW) '”Sta""("gm)”et (VAT8 %) | (VAT23 %)
1. 75 1.74 6202.78 6699.00 7629.42
2. 100 2.32 8270.37 8932.00 10172.56
3. 125 2.61 9304. 17 10048.50 1144413
4. 150 3.19 11371.76 12281.50 13987.26
5. 175 3.77 13439.35 14514.50 16530.40
6. 200 4.35 15506.94 16747.50 19073.54
7. 225 4.93 17574.54 18980.50 21616.68
8. 250 5.51 19642.13 21213.50 24159.82
9. 275 6.09 21709.72 23446.50 2670 2.96
10. 300 6.67 23777.31 25679.49 29246.09
11. 325 6.96 24811.11 26796.00 30517.67
12. 350 7.54 26878.7 29029.00 33060.80
13. 375 8.12 28946.3 31262.00 35603.95
14. 400 8.7 31013.89 33495.00 38147.08
15. 425 9.28 33081.48 35728.00 40690.22
16. 450 9.86 35149.07 37961.00 43233.36

Source: author's own study based on the data from The Koronowo Town and Borough Office

In the research, a comparative analysis was made of the time needed to repay the investment

carried outin -house, without the use of fi nancial assistance and after receiving co -financing with two
possibilities of the assembly location and the associated VAT rate: within a residential building (8 %)
as well as within an outbuilding or on the ground (23 %). In order to calculate the length of the
investment repayment period, which could be made without public funding, the calculated gross

costs were divided by the amount of monthly electricity bills. The investment return time, which was

carried out under Action 3.1, was calculated on the ba sis of the quotient of own contribution and the
sum of electricity bills for one month. For this purpose, the co -financing amount was calculated first

(net cost x 50 %), and then it was subtracted from gross amounts accounting for 8 % and 23 %
VAT. Analogi cally to the previous analysis, the obtained costs are divided by the value of monthly

bills for electricity.
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Research results and discussion
The total eligible cost of the project in the commune amounted to PLN 1,033,940.00 net, using

the available pool o f funds in approximately 50 % . The residents of the borough of Koronowo
submitted 51 applications for installations with a total capacity of 315.44 kW. A demand was

submitted for 1 solar installation with a capacity of 11.6 kW and 7 air heat pumps with at otal capacity
of 17.5 kW. There was  No interest in assembling pellet boilers. The detailed data on the number and

scope of applications, taking into account the place of residence of the beneficiaries, are presented

in Table 2.

Table 2
The number of applic ations for Action 3.1 submitted in the borough of
Koronowo by the place of residence of the beneficiaries
Place of Number of Total f Requested number of
No l;esidg:-n_ce_ of residents applications in‘;?;nz{ign heat _photovo_lta ic . SOI‘."“
eneficiaries kW] pumps installations installations
1. Buszkowo 401 3 13.92 0 3 0
2. Gogolin 236 2 16.82 0 2 0
3. Gogolinek 164 1 11.6 0 0 1
4, Goscieradz 441 2 18.56 0 2 0
5. Koronowo 10740 11 66.59 1 10 0
6. Lucim 543 3 21.06 1 2 0
7. Lasko Male 199 1 6.38 0 1 0
8. Makowarsko 1326 3 13.34 0 3 0
9. Morzewiec 192 3 18.74 1 2 0
10. Okole 684 2 8.3 1 1 0
11. | Samociazek 539 1 1.74 0 1 0
12. | Sitowiec 199 1 9.86 0 1 0
13. Tryszczyn 1069 14 82.14 3 11 0
14. | Wiezowno 410 1 9.86 0 1 0
15. | Witoldowo 360 2 11.02 0 2 0
16. Wtelno 1020 1 551 0 0
Total 51 315.44 7 43 1
Source: author's own study based on the data from The Koronowo Town and Borough Office
The rural inhabitants more frequently applied for financial aid under RES as they submitted 40
applications fo r granting financial aid. Among the beneficiaries from these areas were people living
in 15 villages of the Koronowo borough. The percentage of applications submitted by these residents
per one rural inhabitant amounted to 0.003, and for city residents onl y 0.001. In Makowarsko T the
largest village commune of the Koronowo borough, with 1326 inhabitants, only three installations
for the production and distribution of energy from renewable sources were reported. The same
number of applications was recorded i n Morzewiec (192 inhabitants), Buszkowo (402 inhabitants)
and Lucim (543 inhabitants). The inhabitants who showed the greatest interest were those of
Tryszczyn the population of which is 257 people smaller than that of Makowarsko and nearly ten
times small er than that of Koronowo. The owners of real estate located in this town have planned
the installation of 11 photovoltaic installations and 3 heat pumps. In nearby Wtelno, where more
than one thousand people are registered inhabitants, a grant for one inst allation with a capacity of

5.51 kW has been applied for. In other villages, one or two odd applications were submitted. Among
the renewable energy sources that could be selected as part of the program, the most popular were

photovoltaic installations, whi ch constituted 82.98 % of the total submitted applications, with a total
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capacity of 286.34 kW. The smallest requested installation with a power of 1.74 kW was declared on
a residential home in Samociazek. Among 43 applications related to energy obtained f rom
photovoltaics, 9 technical projects assumed the use of the maximum power for this type of
installation under the co  -financing, that is 9.86 kW. The applicants were the residents of Tryszczyn
(2 installations), Koronowo, Lucim, Goscieradz, Sitowiec, Mor zewiec, Gogolin and Wiezow No (1
installation each).

The residents of Koronowo submitted 10 applications in which photovoltaic installations with a
total power of 64.09 kW were requested ( Table 3).

Table 3

Data on photovoltaic installations requested by the city residents

Rated power Number of panels
[kw] [pcs]

3.48 12
4.35 15
4.93 17
551 19
6.67 23
6.96 24
6.96 24
7.25 25
8.12 28

10. 9.86 34

Total 64.09 221
Source: author's own study based on the data from The Ko ronowo Town and Borough Office

P
o
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The household demand from the city of Koronowo for energy coming from photovoltaic systems
amounted to an average of 6.41 kW. In rural areas, installations with a total capacity of 248.85 kW
were reported, of which 222.25 kW for photovoltaic panels. The average power of the proposed
installation using the photovoltaic effect in the villages was 7.41 kW.

The calculations clearly proved that the return period of investments in the installation of
photovoltaic panels implemented with the use of public funds was on average 39 months shorter for
assembly in both residential and outbuildings or on the ground than private installation of renewable
energy installations ( Table 4). The longest return period was for photovoltaic installat ions with 1.74
kW and 2.32 kW. In the case of private investments, covering the assembly costs is estimated at
nearly 90 and 102 months, depending on its location. The full reimbursement therefore occurs after
7.5 -8.5 years of use. With the use of the co -financing, this time is shortened to 4 -5 years of owning
a renewable energy source. According to the calculations, the return period of the remaining sizes of
installations is shorter. The most economical was the installation with a capacity of 2.61 kW, whi ch
covers monthly electricity bills amounting to PLN 125. The return period of own contribution under
Action 3.1 on a residential building was only 3.5 years and a year longer if the investment was made
on another building or the ground. Failure to receive public funds extends the return period of the
same installation by more than 3 or 4 years.

The installation with the maximum power (9.86 kW) available as part of the action that enjoyed
the greatest interest when assembling within a residential home retur ns after 3 years and 9 months,

and for installations in other permitted places T inless than five years.
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Table 4
Time of return of investments carried out on residential buildings (VAT 8 % ),
on an outbuilding or the ground (VAT 23 % ), in RES investments ¢ arried out
without subsidies and with co -financing
Average return on investment in months
_ Power of Investment Investment Investment Investment
No |nsta[1£\:;1\t/|]on carried out carried out carried out with carried out with
privately, privately, VAT co -financing, VAT co -financing, VAT
VAT 8 % 23 % 8 % 23 %
1. 1.74 89.32 101.73 47.97 60.37
2. 2.32 89.32 101.73 47.97 60.37
3. 2.61 80.39 91.55 43.17 54.34
4. 3.19 81.88 93.25 43.97 55.34
5. 3.77 82.94 94.46 44.54 56.06
6. 4.35 83.74 95.37 44.97 56.60
7. 4.93 84.36 96.07 45.30 57.02
8. 5.51 84.85 96.64 45.57 57.36
9. 6.09 85.26 97.10 45.79 57.63
10. 6.67 85.60 97.49 45.97 57.86
11. 6.96 82.45 93.90 44 .28 55.73
12. 7.54 82.94 94.46 4454 56.06
13. 8.12 83.37 94.94 4477 56.35
14. 8.70 83.74 95.37 44 97 56.60
15. 9.28 84.07 95.74 45.15 56.82
16. 9.86 84.36 96.07 45.30 57.02
Average 84.29 95.99 45.26 56.97
Source: author's own study based on the data from The Koronowo Town and Borough Office
The interest in air heat pumps for hot utility water was over six times smaller than that in
photovoltaics. There were 7 applications registered in the borough, of which 6 came from rural areas.
All pumps in technical designs had a capacity of 2.5 kW, which covers the daily demand for hot water
for 3 -5 people pe rmanently living in the household, which amounts to an average of 300 litres.
One application, the beneficiary of which was a resident of Gogolinek, concerned the demand for
a solar installation with a surface of 5.7 m2 and a capacity of 11.6 kW.
Conclusio ns
1) The borough of Koronowo (an urban -rural commune), as one of the largest regions in Kujawsko -
pomorskie Province, only used half of the possibilities of supporting activities for renewable
energy sources.
2) Rural residents, rather than those of cities, were more eager to use investment support to
generate and distribute energy from renewable sources.
3) Most applications were received from the village of Tryszczyn, which may be related its close
vicinity of the city of Bydgoszcz and numerous housing investments in this town undertaken

recently.
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4) The greatest interest of the inhabitants of the Koronowo borough was demonstrated for activities
involving the installation of photovoltaics. Other micro -installations were chosen to a rather small
extent (heat pumps, sol  ar panels). No demand for pellet boilers was reported.

5) Photovoltaic installations with an average power of 1 kW higher than the same installations in
the city were selected for installation in rural areas.

6) The return period of investments made with the sha re of public funds was on average 39 months
shorter than in the case of private installation of RES installations and amounted to 3 years and
9 months for assembly in a residential house and 4 years and 8 months for assembly in/on other
buildings or onthe  ground.

7) The installations with the smallest power: 1.74 kW and 2.32 kW were characterized by the
longest period needed to return the investment. Persons reporting the demand for such power

spend 900 -1200 PLN annually on electricity bills.
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DETERMINANTS OF THE USE OF SUBSIDIES FOR THE DEVELOPMENT  OF RURAL
AREAS BY SMALL AGRIC  ULTURAL HOLDINGS: CA  SE OF POLAND
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Abstract.  The study analysed factors influencing farmers' decisions on the use of subsidies for rural development

in small farms in Poland. The study included technical, economic and social features of 1,485 farms with an ar ea
ofupto 10 ha of UAA participating in the FADN system in 2016. Applying an econometric probit model, variables

were identified that should be taken into account when developing rural development policy aimed at increasing

the likelihood of using subsid ies in farms and thus fostering the achievement of the CAP objectives. The study

showed that four variables were significant of eleven analysed. They presented a good fit into the model, as

evidenced by the used measures for assessing the quality of the mo del (coefficient 'Y and ROC curve). It was
found that the decision to use subsidies for rural development in small farms in Poland depends on the farmer's

level of education, the quality of the land, the area of arable land and the efficiency of agricultural activity. The
chance of using subsidies unrelated to production in small farms grows with increasing area of arable land. On

the other hand, the chance of using subsidies for rural development decreases with the increase in the farmer's
level of education, better soil quality and increased agricultural productivity. The presented research shows that

the characteristics of farmers (education), technical characteristics of farms (soil quality, agricultural area) and

the agricultura | system (agricultural productivity) are important aspects that should be taken into account in the

creation of a new conceptual framework for rural development policy to intensify use of subsidies by farmers from

small farms. A comprehensive approach to a gricultural development programs, including a whole range of factors

that influence farmers' decisions on the use of subsidies for rural development will bring tangible results in the

form of significant and sustainable development.

Key words : subsidies, r ural development, small farms, logit model.
JEL code :Q18, Q12, R58.

Introduction
Small farms, as the history of economic development indicates, even in a highly technically

developed agriculture remain a key player in food production and job creation in r ural areas
(Czyzewski A., Stepien S., 2013). They also play an important role in the delivery of public goods,

social services and environmental services, while contributing to soil conservation, watershed

services, biodiversity, and carbon sequestration, as well as poverty reduction and food security (FAO,
2004). Small farms are an important element of European rural areas. However, without a properly

targeted agricultural policy and an active promotion the development of small farms, it will be difficult

for them to survive in the current reality. The recent debates on the shape of the CAP after 2020

clearly indicate that this policy should be more flexible. Member States are to be given more

discretion as to how distribute their allocations under the CAP. This will allow them to develop
customized programs responding to the problems of farmers and wider rural communities in the

most effective way (European Commision, 2017). Most small farms without public support have

No chance of surviving on an increasin gly demanding and competitive market. To increase their
income, they must either go to high -value agricultural production or increase the share of income

from non -agricultural sources (Gulati A.,Delgado M. N. C., Bora S., 2005). This is possible, inter al ia,

thanks to the support of agriculture under the second pillar of the CAP. Farmers have the option of

1 e-mail: barbara.wieliczko@ierigz.waw.pl

2 e-mail: asompolska@z ut.edu.pl
3 e-mail: agnieszka.kurdys  -kujawska@tu.koszalin.pl
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applying for non -production subsidies targeted at supporting rural development. These subsidies

include, among others, agri -environmental subsidies, sub sidies for areas with unfavourable
conditions for agricultural production, agricultural advisory services, subsidies to improve the quality

of agricultural products, training, afforestation and maintaining the ecological balance of the forest

environment.  So far, a number of studies have been carried out relating to the issue of subsidies in

agriculture. The research issues addressed included allocation of subsidies in agriculture, impact of

subsidies on production and economic results of agricultural holdi ngs, environment, rural community,
development of rural areas, as well as identification of factors determining their use (Lakner S,
2009; Fan B., 2011; Rizov M. et al., 2013; Mary S., 2013; Kazukauskas  A., Newman C., Sauer J.,
2014; Li J., Xu Y., 2015; C impoies L., 2015; Pechrova M., 2015; Balezentis T., De Witte K., 2015;
Sun W, Zhai Y,2016;Ferto I.,Zoltana B.,Varga A.,2016;Kravcakova V., Kotulic, 2016; Capitanio F.
et al., 2016; Soliwoda M., 2017; Wieliczko B., Kurdys -Kujawska A., Herda -Kopanska J., 2017;
Wieliczko  B., Kurdys -Kujawska A., Sompolska -Rzechula A., 2018; Kurdys -Kujawska A,
Sompolska -Rzechula A., 2018; Li J., 2018; Lemanowicz M., 2018; Lakner S., 2018). It seems,
however, that the problem of factors determining farmers' decisions on t he use of subsidies not
related to production has not yet been sufficiently examined. There are many programs in Poland

supporting small farms. The question of who benefits from them is worth answering. A better
understanding of the factors that determine farmers' decisions regarding the use of non -production
subsidies is key to creating effective farmer support programs. Considering the importance of this

topic, the main goal of this research study is to identify and assess factors affecting farmers' decis ions

on the use of subsidies for rural development in small farms in Poland.

Material and methods
The study used farm data that was available in the Polish Farm Accountancy Data Network

(FADN). For the research, 1485 farms classified as very small and smal | were selected. These are
entities in which the area of agricultural land amounts to No more than 10 ha. The owners of farms
mostly had basic vocational education in agriculture (38.31 % ). At the same time, every fifth farmer

had basic vocational non  -agri cultural education, non  -agricultural secondary education or agricultural
secondary education. Only 4.71 % of farmers in the sample had basic education. Persons managing

small farms were on average 49 years old. The average area of land used was 6.69 ha. In more than
half of small farms, agricultural income was equal to or exceeded PLN 15,462 (app. EUR 3.600). A

significant part of farms (97.71 % ) demonstrated the ability to self -finance their activities and create
savings as part of operating activities. To a lesser extent, the surveyed entities used loans or
borrowings (15.21  %).In 27.28 % of the surveyed farms, No investments were made. On the other
hand, in 34.41 % of farms the value of sold fixed assets was higher than the value of purchased and

produce dfixed assets. Non -productive subsidies received 53.73 % of the farms covered by the study.

In more than half of them, the amount of subsidies received was above PLN 1,534 (app. EUR 360).
The value of received subsidies showed very large variation (coeffi cient of variation of 254 %). The
minimum amount of subsidies was PLN 188 (app. EUR 45), while the maximum amount was
PLN 100,000 (app. EUR  23.300). To estimate the likelihood of small farmers benefiting from subsidies

for rural development, logistic regre ssion was applied :. In linear regression models, a linear

relationship is assumed between the explained variable ( Y) and the explanatory variable ( X). The

1 A detailed description of logit modelling along with the assessment of its quality can e.g. in Kurdy S Kujawska A., Sompolska -R z e c & A. §2018),
Determinants of Farmers Demand for Subsidized Ag ricultural I nsurance in Poland, Proceedings of the 2018 Internationa | Conference "Economic Science
for Rural Development 2018 ", No 47 , Jelgava, LLU ESAF, pp. 164 -173 DOI 10.22616/ESRD.2018.019.
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dependent variable is of a continuous type. However, in the case of logistic regression, it is assume d
that the dependent variable is dichotomous or binary, i.e. Yi=0orlforall i=1,..,n. Theregression

model using the logistic function has the form:

p, = exp(fp + B1X:)
© 1+exp(By +F:1X:) (1)

where :Bolfy are model parameters, X; independent variablest  hat can be both qualitative and

quantitative, P is the probability that Y,=1 . After linearization of equation (1), we obtain (Fratczak
E., 2018):

el CRL LS I

P
Inthis case 1 = P: is called odds, and the log odds function i s called logit. The form of the logit -

based model is as follows:

' P
=1 = f, + 5,X.
B; I:l(l_pi) o 1 :()

Odds are defined as the ratio of the likelihood of occurring of an event and the probability of an

event not occurring. Due to the fact that the logistic function is nonli near, the direction coefficient B;
represents the change in logic caused by the change of X by one unit. In the context of odds, the
interpretation of the directional coefficient is as follows: for X variable having a continuous value exp

(ﬁz‘ ) is an increase in odds Y =1 for each unit of growth of X variable; for X variable having the
dichotomic value exp ( Bs ) is anincrease in the odds that Y =1,when X =1linrelation to the situation
when X =0.

For the study selected wer e variables, which may influence farmers' decisions to use subsidies for

rural development. The model uses a set of explanatory variables and the dependent variable is the

receipt of subsidies for rural development ( Y). Explanatory variables are: Xy - farmer's level of
education (1 - elementary, 2 - non -agricultural basic vocational, 3 T agricultural basic vocational, 4 -
non - agricultural secondary, 5 T agricultural secondary, 6 - non -agricultural tertiary, 7 T agricultural
tertiary); Az . the age of the farmer (in years); Xg . own work inputs (FWU); Ay . soil quality
index; s . area of agricultural land (ha); Xe . income from agricultural activity (PLN); X7 the
ability to self -finance activities and create savings as part of operating activities (yes -1; No - 0); g
- total liabilites (yes - 1;0 - no); g . profitability of production ( %); Xio. gross investment value

(PLN); X - gross value added (PLN).

Empirical results
The analysis of the results of the estimation of the model parameters of the probability of using

subsidies for rural development by small farms in Poland showed a statistical significance of four
variables: Xy . the level of education of the farmer; Ko - soil quality index; Xs . area of agricultural

land (ha); LETI gross value added (PLN). The empirical results obtained from the estimation of the

logit model are presented in Table 1.
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the less likely they are to use subsidies for rural development by small farms in Poland. However,
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Table 1
Evaluation of logit model parameters
) Variable Parameter valuation p-value Odds ratio
Variable | .o nstant 2.053012 - -
Xy Far mer 6s education - 0.084644 0.036818 0.9188
Ka Soil quality index -3.620743 0.000001 0.0268
Xg UAA 0.22309 0.000001 1.2499
Kiq Gross value added -0.00002 0.002039 0.9999
Source: authorsdé calculations
Table 2 present the accuracy of farm classificati on based on the elaborated model.
Table 2
Accuracy of the logit model classification
Classification of holdings based on the Actual classification of the farm Overall accuracy of
logit model y; =1 y, =0 the classification
¥ =1 627 204
r = 7447 %
=0 171 483
Sensitivity, specificity 78.75 % 70.31 %
Source: authorsé calculations
The assessment of the quality of the model was based on the value of the coefficient Riaic
(74.47 %) and the ROC curve ( Figure 1). The results indicate that the classification based on the
model is much better than random. The results of the Hosmer -Lemenshowa test indicate that there
are No significant differences between the empirical and theoretical numbers that result from the
estimated logistic regression models. The model has a high ability to detect objects that do not have
a given feature, i.e. the use of subsidies for rural development, as evidenced by high sensitivity
values (78.75 %) and model specificity (70.31  %).
1
0,8
0,6
Z
E=
2
3
N 0,4
0,2
0
0 0,2 0,4 0,6 0,8 1
1-Specificity
Sour ce: o0 a walculations 6
Fig. 1. The ROC curve for model
The area under the ROC curve equals 0.82 and is significantly larger than 0.5 (at a significance
level greater than 0.000001).
In the model, the negative, statisticall y significant impact on the dependent variable is exercised
by: farmer's level of education, soil quality index and gross value added. This means that the higher
the farmers' level of education, the higher the soil quality index and the higher the gross va lue added,
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the area of agricultural land has a positive, statistically significant impact on the dependent variable.
This means that the larger the area of a gricultural land, the higher the probability of using subsidies

not related to production.

Discussion
The research results bring new insights into the considerations concerning the identification of

factors affecting the probability of using subsidies dire cted to rural development unrelated to
production by small farms in Poland.

Assuming the invariability of the other factors included in the model, firstin relation to the farmer's
education, the results indicate that the level of education determines deci sions related to making use
of subsidies by small farms. With the increase of the farmer's level of education by one category, the
chance of benefiting from subsidies for rural development decreases by 8.11 % . Better educated
farmers with higher qualificat ions are more likely to look for better paid work outside agriculture.
The possibility of shifting labour resources and off -farm employment make them less interested in
undertaking activities for the development of a farm. On the other hand, farmers with | ower
education, without appropriate qualifications, training and skills may have difficulties in seeking work

outside agriculture. The possibility of using these subsidies allows them to adapt the farm to changing

market demands, improve the quality of agr icultural products, or, as in the case of LFA subsidies,
compensate for lower incomes. Thus, subsidies may weaken non -agricultural activity of small farm
owners.

Secondly, small farms with higher soil valuation rates are less likely to benefit from non -
pro duction subsidies. An increase in the soil quality index by one unit means that the chance of using
these subsidies by small farms is down by 97.32 % . Higher production value of soil encourages small
farm owners to make full use of its natural resources, w hich contributes to increasing agricultural
income. In addition, these results confirm that subsidies for the development of rural areas, in
particular subsidies for farms located in less favoured areas are an important tool for compensating
for the losses in agricultural incomes and may also condition their further functioning.

Thirdly, the efficiency of agricultural activity is also an important determinant of subsidizing the
development of small farms. At the same time, as the results indicate, the chanc e to use non -
production subsidies will remain almost unchanged, with the increase of gross value added by PLN
1,000. This means that irrespective of economic performance, which is a reflection of production
efficiency, small farms are willing to use subsid ies to improve the overall performance of the farm,
including the increase in agricultural productivity.

Fourthly, the increase in the area of agricultural land by 1 ha enhances by 25 % the chances of
using subsidies unrelated to production. The lack of su itable land acreage may force farmers to
undertake work outside of the farm. The area owned is mainly used for cultivation only for the needs
of the farmer's household. This may suggest a lower inclination of farmers from farms with a smaller

area to under take activities for the development of their farm.

Conclusions
The study presents the results of a research on the identification and assessment of factors

affecting farmers' decisions on the use of subsidies for rural development in small farms in Poland.
Based on literature studies and the availability of data, explanatory variables were selected. The
study included eleven variables related to technical, economic and social characteristics of small

farms. Based on the conducted research, it can be conclud ed that the level of farmer's education,
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soil quality and gross value added reflected in the effectiveness of agricultural farms have a
significant negative impact on the use of non -production subsidies by small farm owners. The chance
of using subsidies u nrelated to production by small farms in Poland decreases by 8.11 % with an
increase of the farmer's level of education by one category, and will decrease by 97.32 % with a
growth in the soil quality index by one. On the other hand, it remains almost uncha nged, with the
increase of gross value added by PLN 1,000. In turn, the area of agricultural land has a significant
positive impact is the use of subsidies in small farms. Increasing the area of agricultural land by 1 ha
raises by 25 % the chance of using non  -production subsidies.

The obtained results have a cognitive and an appli cation -oriented character. They help to enhance
the knowledge of the factors determining the decisions of small farms on the use of non -production
subsidies. They can be a contribution to further research on subsidizing agriculture and they can also

be use d by public institutions responsible for promoting and formulating rural development policy.
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Abstract. The purpose of this paper is to present the role and i m
Association, and to present the results of the authordéds own research into the fir
This research is focused on analysing the activity of Polish women and the way they use EU funds in the context

of rural womends associ ati ons .wasTcérreed autnttte dVielkopolskawegionr(veharestlaer ¢ h

largest number of FWAs was recorded), and relied on a diagnostic survey questionnaire. The survey was

conducted in January 2019. The figures collected were analysed with the use of selected statistical methods. This

study provides a basis for further analyses. EU funds will certainly stimulate entrepreneurial activity among

women in rural areas and will be an excellent stimulus for further action. In Poland, taking initiatives to establish

the KGW is al ittle known phenomenon, but it is part of the concept of sustainable development. Thanks to legal

changes, women can apply for EU funds, which they can use for various purposes, e.g. to promote local and

regional dishes and cultural heritage. Creative acti vation of women in rural areas also increases their sense of

entrepreneurship, which is important for them to enter public life and build cooperation between them.

Keywords:  rural women, Poland, cooperation.
JEL code: Q13, Q10, Q19, QO1.

Introduction

In Po land, rural areas account for over 90 % of the national territory. According to 2016 data of
the Central Statistical Office, they are home to more than 1,410,600 farms, of which one quarter are
run by women. Increasingly often, women become sole or co -owne rs of agricultural holdings, agri -

tourism establishments, care facilities or enterprises. It is therefore highly important to address the

particularities of female entrepreneurship, especially in rural areas. The role of women is increasingly

mentioned in  both domestic and international literature (e.g. ASituation of women in agriculture and
rural areas. Specifics, standards, parities and expectations, 0 a report by the FOCUS GROUP i CRSG,
2012; Report on the situation of women in rural areas of the EU (2007 /2117(INI))) European

Parliament). However, relevant research efforts must be continued. Currently, the European Union
places a strong emphasis on highlighting the role and importance of women in rural areas, and takes
measures to promote rural community a ssociations. As an interesting example, the European
Parliament resolution of April 5, 2011 on the role of women in agriculture and rural areas (Official
Journal of the EU C296E/13 of 2 October 2012) stresses that in the medium term, women ought to
be ade quately represented in all political, economic and social bodies.
The interest in the role of women in rural areas is dri
for the development of remote areas, referred to as the multipurpose sustainable development m odel
for rural areas. According to this concept, in addition to traditional agricultural activities, rural areas
should also fulfil other important functions: the socio -cultural, recreational, residential and ecological
function (Michalska 2013, Report Gen der 2016, Piers and e. al . 20009, Report
Entrepreneurship 2016). This implies the need to develop the service sector and make rural women
socially and professionally active. In that context, rural women represent intellectual capital and
other resources which, while still not fully exploited, gain new value (Davidova, e.al.2010, Banski
2015, Kozera 2014, Kaminska 2011, Sikorska -Wolak and Krzyzanowska, 2010, Tabor 2010, Sawicka
2010) . I ncreasing the rural w cern@mbidirgy thaircfamilyvamdtprpfessidnal ul d i ncl u

1 e-mail:monika.wojcieszak@up.poznan.pl
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roles, and encourage their participation in the social and political life of local communities (Kozera,
2015).
The entrepreneurship of rural women could play a key role in their personal development and in
local d evelopment. Very often, women are the ones who take the first steps towards establishing a
non - agricultural business, thus contributing to the survival of households and to the vitality of rural
areas. The situation of women changes continuously and is imp acted both by themselves and by the
multi -focused measures taken by the citizens, civic organizations, state governments and

international institutions. The policy put in place by the European Union and Poland should therefore

encourage the women to engage in rural projects implemented to strengt
promote all kinds of female activity. According to EU rep
exploited under the rural policy. | ssues s utcigatioainthd ncr easi

labour market and contribution to social capital are not appropriately emphasized in the national

development policy and, as a consequence, in the rural development policy. In turn, the research

conducted by the largest Polish paying agen cy (the Agency for Restructuring and Modernization of

Agriculture who implements EU measures in Poland), by the Ministry of Agriculture and Rural

Development, and by representatives of consultancy firms specializing in raising funds under the RDP

suggest t hat women fail to fully seize the funding opportunities provided by the Union because of

socio -cultural and psychological barriers. Therefore, in order to counteract this, Polish women may

currently establish Farmerds Wi vesd Associations (FWA).
The purpos e of this paper is to present the role and importance of the Polish FWAs, and to present

the results of the authoro6s own research into the financi

task was to check what financial sources from the EU can be use d by the FWAs in Poland and what

these funds can be used for.
This paper relied on the desk research method. The author used the classic analysis of existing

and strategic documents which served to ascertain the facts as well as for verification and

presen tation purposes. The selection of methods was determined by the availability of source

materials, of which some were original in nature and some were secondary (reports, public statistics

documents, literature dealing with food quality systems and issues r elated to funding for entities

within the study period). Unpublished data delivered by the Agency for Restructuring and

Moderni zation of Agriculture was related to EU subsidies

available under the 2014 T 2020 Rura | Development Program. This research is focused on analysing
the activity of Polish women and the way they use EU f
associations. The authordés own research was carried out i

larg est number of FWAs was recorded), and relied on a diagnostic survey questionnaire. The survey
was conducted in January 2019. The figures collected were analysed with the use of selected

statistical methods. This study provides a basis for further analyses.

Research results and discussion
Today, ca. 26,500 FWAs are active in Poland (Central Statistical Office, 2017). There is a dual

basis for establishing an FWA. Firstly, FWAs may be established as part of what is referred to as

Machinery Rings (Act of Octob  er 8, 1982 on social and professional organizations of farmers, Journal

of Laws [Dz.U.] of 1982, No. 32, item 217). The second option is to create FWAs in rural areas under
principles applicable to associations. ThWwi Wweod & sAs d ceqii astl i
(abbreviated as FWA) as a voluntary, self -governing social organization of the rural population, which
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is independent from central and local government authorities, promotes rural entrepreneurship and

actively supports the rural communit ies. Its core idea is to improve the social and professional status

of rural women and their families. As another important aspect, the FWAs promote female

entrepreneurship by engaging into socio -educational and cultural projects in rural communities. Also ,

the task of FWAs is to initiate and implement measures designed to improve the living and working

conditions of rural women, promote and develop rational housekeeping methods and various forms

of cooperation and farming, represent the interests of the ru ral women community before public

administration authorities, and develop folk culture, especially including local and regional culture

(Act of 9 November 2018 on the Farmersdéd Wi vesd Associations). A
legislation, FWAs seekthei r goal s wusing funds coming from the member :
from the state budget or local government units, donations, inheritances, gifts, own revenues,

revenues derived from their assets and public charity. FWAs may carry out remunerated activ ities

and earn revenues from: the sale of folk art (including handicrafts and folklore or art products) or

regional food; the sale, rental or lease of assets; interest on cash held in accounts kept by a bank or

a credit union in connection with their activ ity, including interest on fixed -term deposits and other
forms of savings, deposits or investments existing in these accounts (Act of November 9, 2018 on
the Farmersé Wivesd Associations). FWAs are allowed to ce

an economic activity. The income derived from their activity will serve the objectives set out in the

statute and cannot be distributed among members. Pursuant to the Act, only one FWA can be based

in one village. Conversely, one FWA can operate in one or mor e villages. FWAs are also allowed to
carry out tasks outside their territorial boundaries, including in the Republic of Poland or abroad. The

Polish registration authority for FWAs is the Agency for Restructuring and Modernization of
Agriculture. According  to records kept by the Agency, there are currently over 4921 FWAs active in

Poland ( Fig. 1).

[[]0-100

[E100 - 200
200 - 300
300 - 600
600 - 850

Source: authordés calculations based on unpublished data of the Agency for
Agriculture [as on 10 January 2019]

Fig. 1. Number of FWAs in Poland

The study covered a total of 350 FWAs based in the Wielkopolskie voivodeship. This is the region

with the largest number of active FWAs (847 as on 10 January 2019). Women in the 55 T 65 age
bracket made up over 52.6 % of FWA members. Most  interviewees had a secondary or vocational
education (57.8  %); one out of three respondents had a primary education (33.5 %); tertiary
education levels were reported by only 8.7 % of respondents.
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As shown by the study, rural women are socially active. The scope of their social activity varies
in function of environmental and regional conditions. It also depends on the farm work cycle and on
the seasons. Todayds FWAs are organizations who autonomo
music, plastic arts,  sports, theatre, education etc.) and fulfil continuous and temporary tasks for both
the members and the entire local community. They cooperate with municipal councils (78 %),
voluntary fire brigades (52 % ), municipal cultural centres (41 %), educational in  stitutions and non -
governmental organizations. The research revealed that FWA members living in rural areas are

mostly active in four thematic areas. The first one is the promotion of regional or local products

(culinary heritage). The second area was the support for cultural heritage in the area of handicrafts
and traditional crafts, as well as preserving certain rituals and customs, e.g. Kupala Night (26 % of
FWAs surveyed). The third aspect of activity of female associations was the preservation of trad itional

natural landscape and biodiversity, i.e. growing native varieties of fruits, vegetables, flowers and

herbs (16 % of FWAs surveyed). The last area was related to socio -cultural and tourism activities.
The interviewees usually emphasized the importan ce of local events, art festivals and tourist
attractions located in their villages ( Fig. 2).

a4

socio-cultural and tourism activity

preserving the traditional natural landscape and 16
biodiversity
26
cultural heritage
54
culinary heritage
Source: authordés calculations
Fig. 2. Activity of in rural women in FWAs in Wielkpolska region [ % ]
Later in the study, the FWAs were asked about their operating experience. It turns out that nearly
50 % of FWAs in the Wielkopolskie voivodeship have been active for more than 21 years whereas
34 % have been active for 11 to 20 years. The newest group of FWAs make up 17 % of the entire
sam ple and have been active for 1 to 10 years.
49
34
17
M G2 wmn &SI N&A Mmm G2 Hn &SEFENBR Hm &SI NAR 2N
Source: authorés calculations
Fig. 3. Years of activity of FWAs in Wielkopolska region [ % ]

The FWAs offer an extremely broad range of products and services. The graph below shows the

selected examples of products and services offered by FWAs in the Wielkopolskie voivodeship.
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teaching sports classes _ 13
making feathers for quilts and cushions _ 15
production of homemade compotes and jams _ 35
cooking and baking classes _ 37

baking pastry and cookies

Source: authoro6s calculations

Fig. 4. Range of products and services offered by FWAs in the Wielkopolskie
voivodeship [ % ]

According to this study, over 67 % of FWAs are active in preparing festivals and cultural events.
The key events supported by FWAs include: harvest
Tuesday, Potato Day. In an effort to preserve many popular and regional gra phic designs, FWAs pay
much attention to weaving and embroidery. Examples observed in the Wielkopolskie voivodeship
include cutting out draperies of white parchment sheets. In turn, over 60 % of FWAs are active in
crafts and in the production of Catholic d evotions available for sale during many rural events. FWAs
based in Wielkopolska willingly organize cooking and baking classes. Their services also include the
production of compotes and jams. For the public, this is an opportunity to taste pyry z gzikiem , duck
roasted with apples, plyndze , s z a g - wézarnina , elderberry juice, quince nalewka etc. Other
services offered by FWAs include making feathers for quilts, eiderdowns or cushions and teaching
sports classes (13 %).

Currently, Polish women associated in FWAs are eligible for funding from the European Union.
Since December 2018, the Republic of Poland has been implementing a dedicated measure to boost
entrepreneurship among rural women. Essentially, this means that women register an FWA with the
Agency for Restructuring and Modernization of Agriculture and, following this, apply for a subsidy
from the Agency. The amount of aid depends on the number of members, as provided for in the
National Regi ster of Far meTaldedl).Wi vesd Associations (

Table 1
Am ount of aid available to FWAs in Poland in 2019

No. Number of members Amount of aid [PLN]
1. up to 30 3000

2. from 31 to 75 4000
3. above 75 5000

45

festi

Source: authordés calculations based on the Regulation of the Minister

November 2018 (Journal of Laws [Dz.U.], item 2229)

As shown by this study, nearly 60 % of FWAs located in the Wielkopolskie voivodeship are part
of the second group with 31 to 75 members. The funds (PLN  4,000) applied for by the women are
planned to be a llocated to several activities ( Fig. 5). The subsidy will be mainly used to: equip

community centres with modern household appliances (83 % ), purchase furniture (43 % ), purchase
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cookware (32 %), promote handicrafts (12 % ), promote regional foods (31 %), pu rchase plant and

herb seedlings (9 %), prepare rural events, e.g. d o Uy rPbtato Day, Kupala Night (7 % ) etc.

preparing rural evens and festivals 7
purchasing plant and herb seedlings 9
promoting handicrafts 12
promoting regional foods 31
purchasing cookware 32

purchasing furniture 43

equipping community centers with modern household

. 83
appliances

Source: authordés calculations
Fig. 5. Allocation of EU subsidies granted to FWAs in Wielkopolska region [ % ]
Note however that the projects int ended to be implemented by the women contribute to improving
competitiveness and entrepreneurship and to earning additional income from non -agricultural

activities.

Conclusions, proposals, recommendations
Upon joining the European Union in 2004, Poland b ecame eligible for additional financial support

for rural development. In the context of the 2014 12020 Rural Development Program, access to funds
allocated to the development of female rural entrepreneurship is of particular importance.
Entrepreneurship in  rural areas is seen as a way of stimulating action and gaining an additional

source of income. Moreover, it gives an opportunity to become independent from social assistance,

improve the quality of life and raise the standard of living of farmers and thei r families. Currently, in
rural areas it can be seen that women in rural areas organise themselves and are active in different

ways. Entrepreneurship of women living in rural areas is characterised by specificity. In Europe, on

average, one in five farms i s run by a woman. In the EU Member States, 13.7 million people worked
permanently or temporarily in agriculture, of which 12.2 million were family members, 38 percent of

whom were women (Report). Szepelska (2014) indicated that in the EU countries the econ omic
activity of women in urban areas is higher than in rural areas. The highest participation rate of women

from rural areas is in Sweden (68.7 % ) and the lowest in Italy (45.4 % ). Poland has a rate of 51.5 % .
It is worth noting that Poland has a relative ly high rate of self -employment of women. One of the
possibilities of activating women in rural areas in Poland is the creation of FWAs. Funds financed by

women will allow for building a local development strategy, as well as give an opportunity to have a

real influence on the development of this area. In many scientific publications in Poland and abroad,

such as Balinska (2014), Wojcieszak (2018), Poczta (2017), Poczta (2014), Kiryluk et al. (2018), it
is stressed that the village is to be a place of work and residence, thanks to its high natural values

and the creation of new jobs, it requires external support, which are certainly EU funds. The creation

of the FWAs is an element of the concept of the so -called sustainable agriculture, which combines

the i dea of multifunctional agriculture and service and social agriculture. The idea of creating and
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functioning of the FWAs may be a great opportunity to promote the region in the future, because

firstly, it may generate additional income for these regions and secondly, the development of
services, production of products and their sale by women associated in the FWAs may be a way to

overcome the negative social and economic phenomena in rural areas. The functioning of the KGW

and their creative activation incre ases women's sense of efficiency and entrepreneurship, which, in

turn, allows them to enter public life and build a civil society. Therefore, it is important for the

common agricultural policy to continue to maintain measures focused on the development of women

in rural areas.
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SUPPORT FOR THE DEVE LOPMENT OF TECHNICAL INFRASTRUCTURE BY RU  RAL
DEVELOPMENT PROGRAM 2007 -2013 IN RURAL AREAS IN POLAND

Agnieszka Wojewodzka -Wiewiorska !, PhD
Warsaw University of Life Sciences -SGGW

Abstract.  The aim of the article is to determine how the Rural Development Program 2007 -2013 supported the
development of technical infrastructure in rural areas in Poland by implementing measure 321. The size and

structure of public funds spent by types of infrastruc ture was determined and regional diversification was indicated

in this respect. On the example of water and sewage infrastructure, the amount of funds allocation was compared

to the results achieved in the field of changes in technical infrastructure in ru ral areas at the local level. The
conditions of abortion of funds are also presented. The following data sources were used: database of the Ministry

of Agriculture and Rural Development, data of the Central Statistical Office and qualitative research. The largest
allocation of funds concerned water supply and sewage infrastructure, followed by marketplaces and investments

inrenewable energy. There were No significant differences in the structure of the allocation of funds in the regions.

The effects of sup port are visible at the local level; the rural areas are definitely dominating in the poviat's

structure, characterized by a large increase in the percentage of population served by the water and sewage

network in 2006  -2015.

Key words :rural areas, techni  cal infrastructure, services for the population, RDP 207 -2013.

JEL code : 018, Q18.

Introduction
Among the many problems of rural development in Poland, there is an underdevelopment of

technical and social infrastructure and, consequently, problems in acces s to services by rural
residents (Kondratowicz  -Pozorska J., 2008; Heffner K, Klemens B., 2016). Both theory and practice
combine the level of infrastructure equipment with the occurrence and intensity of the processes of
socio -economic development (Bryden J, 2011). It is noted that infrastructure is a very important
development factor (Wojtasiewcz L. 1997, Parysek J., 2001). Development in areas where there is
an infrastructure gap is very difficult, if possible and largely dependent on the presence of othe r
strong factors (Galazka A., 2004). Rural areas in Poland are mostly characterized by low access to
pro -development factors and a relatively low level of development in relation to other areas,
especially cities. This is accompanied by underdevelopment of infrastructure, especially technical
infrastructure (Klodzinski M., 2015). Particular difficulties in this regard occur in the smallest units.
Lack of access to basic elements of technical and social infrastructure in rural areas affects the living
condit ions of residents (Manggat I., Zain R., Jamaluddin Z., 2018) and is the foundation of economic
activity, determining its structure, scope and spatial location (Satish P., 2007; Rutkowska G.
2007;Wojewodzka A. 2010; Zekic S., Kleut Z., Matkovski B., 2017).

In recent years, in Poland, a lot has changed in terms of quantitative and qualitative changes
regarding infrastructure devices, mainly due to the possibility of obtaining non -returnable support
for the implementation of rural infrastructure projects as pa rt of the cohesion policy and the common
agricultural policy of the European Union. Potential beneficiaries of financial support offered under
EU financial instruments are very often local self -governments (LAU 2), which in their tasks have the
obligation to provide residents with access to technical and social infrastructure (Ustawa o
samorzadzie gminnym, 1990). In practice, their activity in applying for funds varies (Rakowska J.,

2016), depending on many factors, i.e. knowledge about support, the ability to prepare relevant

1 Corresponding author . Tel.: +48 22 59 34 076; fax: +48 22 59 34 077 ; e -mail address: agnieszka_wojewodzka @sggw.pl
256



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 256 -263
DOI: 10.22616/ESRD.2019. 032

documents, and financial capabilities of the unit related to providing own contribution (Stawicki M.,
Wojewodzka A, Zajac J., 2009).

The subject of the study is the Rural Development Program 2007 -2013 (RDP 2007 -2013) and its
importanc e in the development of technical infrastructure in the rural area. The analysis covered
measure 321 ABasic services for the economy and rural population o under axis Ill, which was entirely
devoted to the support of technical infrastructure. The implementa tion of the measure complements
the scope of support including investments planned for financing in 2007 -2013 under cohesion policy,

especially in programs such as regional operational programs, the Development of Eastern Poland
program and the Infrastruct ure and Environment Program. Beneficiaries of measure 321 could be
municipal self -governments or, in the case of marketplaces, inter -municipal associations. In the RDP
2007 -2013, rural areas include rural, urban -rural communes and cities with less than 5,0 00
inhabitants. As part of the measure 321, the beneficiaries could apply for financial support for
projects concerning: 1) water supply and wastewater management, in particular: a) water supply;
b) wastewater disposal and treatment, including network sewa ge systems or farmstead sewage
systems; 2) establishment of municipal waste collection, segregation and disposal system; 3)
production or distribution of renewable energy, including energy from wind, water, geothermal
energy, sun, biogas or biomass; 4) con struction of broadband internet infrastructure; 5) construction
or modernization of marketplaces (RDP 2007 -2013, 2007). While discussing the issue of technical
infrastructure support, it should be mentioned that municipalities could also apply for co -finan cing of
this type of investment under the Leader approach (axis IV) of the RDP 2007 -2013(Wojewodzka -
Wiewiorska A., 2017), which will not be the subject of this study.

The aim of the paper was to present how the Rural Development Program 2007 -2013 supported
the development of technical infrastructure in rural areas in Poland by implementing measure 321.
To reach the purpose, the following tasks have been set: 1) to determine the size and structure of
public funds spent by the type of supported infrastructure that could be co -financed; 2) to show the
regional differentiation of the allocation of public funds; 3) to compare the amount of funds allocation
with the obtained effects in the field of changes in technical infrastructure in the countryside at the
local level 4) to identify of conditions for implementing measure 321 from the point of view of
beneficiaries and implementing institutions.

The data was made available for the purposes of the study by the Ministry of Agriculture and Rural
Development as at 31 Dec 2015 (MARD, 2017), in the form of a detailed database covering all
projects implemented under measure 321. Taking into account the titles of projects, they were
divided into categories depending on the type of infrastructure supported. The amount of t he funds
spent means the total public payments made in absolute terms according to the provisions of
agreements of all beneficiaries. The paper used also the data from the Central Statistical Office. In
the comparative analysis of the allocation of funds i n regions, an indicator of expenditures per 1
inhabitant of rural areas was used, according to data for the Central Statistical Office of 2015 (CSO
2019). To determine the conditions for the implementation of public funds, data from individual in -
depth int erviews conducted in 2016 were used. Interviews were carried out with the authorities of
rural communes, which were beneficiaries of funds under measure 321 (IDI, n = 2) and
representatives of implementing institutions (IDI, n = 2). In addition, the source of information was
the programming documents of the Ministry of Agriculture and Rural Development in Poland for the

years 2007 -2013 and 2014 -2020. The research process used appropriate qualitative and quantitative
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research methods: monographic method, con tent analysis and synthesis, grouping information and

data using basic descriptive statistics such as arithmetic mean, median, quantiles.

Research results and discussion
1. The size and directions of spending financial resources
In Poland, PLN 773.4 millio n was spent on measure 321 from public funds, which constituted

10.5 % of RDP 2007 -2013 funds in total. As far as the directions of spending are concerned, projects

aimed at the development of water and sewage infrastructure were definitely dominant (tab. 1).
the national level, 92.27 % of the total funds of the entire operation were spent on them,
implementing 82 % of all projects. Another type of infrastructure in rural areas which has been
subsidized is infrastructure connected with local trade. Marke tplaces were built or modernized, and
expenditures for this purpose accounted for 3.53 % in the structure of expenditure of the entire
measure. Projects on renewable sources received public support in the amount of 173.21 million

PLN. In the structure of e xpenditures by directions, the share of projects covering the construction

or purchase of infrastructure related to the operation of municipal waste management was small and

At

represented 1.72 % of the total. The participation of projects supporting the deve lopment of the

Internet network can be regarded as marginal. The projects differed from each other with the size
of the co -financing obtained, also within a given type of infrastructure, as evidenced by basic
statistical measures. The largest co -financing on average came from projects concerning the

development of water and sewage infrastructure and marketplaces.

Table 1
Projects implemented under measure 321 of RDP 2007 -2013in Poland
Expenses Number Co-financing of the project
) E
Type of infrastructure (PLN XF(’B(?/OS(;S of thousand PLN
million) projects average minimum maximum

water supply and 7135.56 92.27 4409 1618.41 11.9 10525.61

sewage system

markets 273.3 3.53 247 1106.46 41.78 4381.79

renewable energy 173.21 224 274 632.16 23.11 38374

waste 132.94 1.72 384 346.2 5.68 8233.3

Internet 9.84 0.13 13 756.82 24.84 4013.95

other* 6.24 0.08 6 1432.91 75.48 3859.32

measure 321 7733.4 100 5333 1450.11 5.68 10525.61
* the title of the project does not allow assigning a project to one of the groups
Source: authorodés calculations based on MARD 2017 data

Analysing the structure of expenditures by type in the cross -section of regions, it can be concluded

that individual regions did not differ in the directions of spending funds. In all voivodships, as in the
whole country, the support of water supply and sewage infrastructure was dominant, which may
result from existing needs in this area or be associated with high cost -consuming investments of this
type, which without public funding could not be implemen ted by local governments based on own
resources. Expenditure on water and sewage infrastructure constituted the smallest share in relation
to the entire measure 321 in the Zachodniopomorskie Voivodeship (86.4 % ), and the largest in the

Opolskie and Wielkop olskie Voivodships (96  %). In absolute terms, the smallest allocation of funds
took place in the Lubuskie and Opole voivodships (fig. 1), PLN 246 and PLN 250 million, respectively.

They are relatively the smallest regions in Poland, which may be important in the implementation of
this type of investment. In turn, the highest amount of funds in absolute terms was spent in

Mazowieckie (PLN 883 million), Wielkopolskie (PLN 686 million) and Malopolskie (PLN 579 million),
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i.e. regions with relatively high develo pment level as well as in the Lubelskie Voivodeship (PLN 551

million).

million PLN per capita

200
150 W 647-724
W 516- 647
a0 E 478-516
437 -478
millian PLM O 333-437
Source: authorodés calculations based on MARD 2017 data

Fig. 1. Regional variation in the size of public expenditure on the development of water and
sewage infrastructure in Poland u nder measure 321 of RDP 2007 -2013

With reference to the allocation of resources to the number of inhabitants of rural areas in

individual regions, it can be stated that the largest amount of funds was spent in the Podlasie and

Lubuskie voivodship (PLN 724 and 690 per capita). These are voivodships belonging to the so -called
eastern walls (similarly to the Warminsko -Mazurskie Voivodeship, where the allocation was also
high), characterized by a lower level of development in relation to the rest of the country . This may

prove that the funds have been heavily used for neglected infrastructure. The least per capita funds
- less than PLN 400 were spent in southern Poland, i.e. in the Slaskie, Malopolskie and Podkarpackie

voivodships as well as in the Pomorskie voi vodship (PLN 428).

renewable energy
waste
B marketplaces

Source: authorodés calculations based on MARD 2017 dat a

Fig. 2. Regional variation in the amount of spending on infrastructure development in Poland
as part of 321 RDP (PLN million)

Less funds were spent on infrastructural projects con cerning other issues, i.e. waste, renewals of
energy sources or construction of marketplaces, while at the same time they enjoyed less interest
from beneficiaries. In the expenditure structure of measure 321 they constituted from 4 % (Opolskie
Voivodeship) to 13 % (Zachodniopomorskie Voivodeship). Expenses for the construction and
modernization of marketplaces dominated in 9 regions (fig. 2), which may result from the direct
motivation of self -governments by the very fact of the possibility of obtaining fin ancial support for
this purpose under the RDP or from real needs in this area. Local governments have previously
treated trade infrastructure not with the most urgent needs, especially since its modernization is
expensive. In the Lodzkie, Dolnoslaskie, Mal opolskie, Pomorskie and Zachodniopomorskie

voivodeships there was a great interest in renewable energy sources, by far the smallest in the
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Warminsko -Mazurskie Voivodeship. These investments were treated as innovative and whether they

were implemented or no  t depended on the knowledge and approach of local authorities and office
staff. In individual voivodeship, there was a different interest in investments related to waste
management, the largest in the municipalities of the Lubelskie and Warminsko -Mazurskie
Voivodships. Internet projects were implemented only in 9 out of 16 provinces in Poland. In
explaining this situation, it is necessary to take into account the fact that activities related to the

Internet and renewable energy sources were introduced into the Common Agricultural Policy a bit
later, due to the diagnosed needs and the adoption in 2008 of the European Economic Recovery Plan
(Ledzion B., et al., 2016). After introducing these changes, it turned out that the interest of the
beneficiaries in the  development of the Internet is small. This resulted in the transfer of financial
resources by reducing funds allocated for investments in the Internet, and increasing them to

renewable energy sources, which were very popular.

2. Typology of rural areas by poviats depending on the amount of funds
obtained and the results achieved

Considering the fact that the largest amount of public funds was directed to the development of
water and sewage infrastructure and the availability of statistical data, the effects of the funds spent
under measure 321 are shown on the example of this type of infrastructure. For the purpose of the
study, the poviats in Poland  : were divided into types depending on: (1) the amount of absorption of
funds under Measure 321 (A) for water and sewage investments in rural areas (quartiles were used
and the set was divided into poviats javerége (Qei1<ad4Qizyabd v | ow
hi gh ()f@Q@2) changes in the percentage of population using the water supply and sewage
network in 2006 -2015 in rural areas (the median was used for percentage points and the set of
poviats was divided into poviats characterized by low and high changes related to the population
served by the networks). Thus, 12 types of rural areas were distingu ished in the cross -section of
poviats (tab. 2). In the structure of rural areas at the level of poviats, the dominance of three types
of poviats can be found: type F (average absorption of public funds giving effects in the form of the
development of the w  ater supply network), then type H (poviats with average absorption of funds
and effects in the growth of population using the sewage network) and type G (poviats with average
absorption, where there was a visible increase in the number of people using both types of networks).
Among poviats there are units, where the absorption of RDP resources is low, and the effects in the
form of network development are above average, which certainly results from supplementing this
source of support with other external me ans, e.g. under the cohesion policy. This applies, among
others Mazowieckie, Wielkopolskie and Dolnoslaskie voivodships, which, as highly developed areas,
are cheap to implement many projects simultaneously, without fear of overburdening their budgets
with the necessity to provide their own contribution. Interestingly, in the Podlasie voivodship as much
as 25 % of poviatsis characterized by high absorption of funds, which is not accompanied by dynamic
changes in the percentage of population using the netwo rk, and in every fifth poviat there is
stagnation in infrastructure development with medium absorption of funds. The presented research
results show that in Poland one can distinguish regions in which the greatest effects are visible in the
case of the dev elopment of the water supply network. It can be a consequence of two issues. First

of all, there are areas in Poland that are neglected in this respect (poorer), including those where

1 In Poland there are three levels of territorial divis ion of the country: voivodeship, poviat and municipality
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the construction of the water supply is difficult for the municipality f rom an economic point of view

(colonial housing).

Table 2
Rural areas in Poland according to the amount of support from the RDP 2007 -
2013 activity and effects in the field of water and sewage infrastructure
Type The voivodeship with
of Characteristics of areas Numth er o the largest share of the
o}
rural oviats ’ ype
areas Allocation Type of effects P name %
A low stagnation 29 9.24 Podkarpacke 20.7
B low water supply 18 5.73 Mazowieckie 27.8
C low water supply, sewage system 13 4.14 Wielkopolskie 23.1
D low sewage system 19 6.05 Dolnoslaskie 211
Podlaskie,
E average stagnation 31 9.87 Zachodniopomo 194
rskie
F average water supply 47 14.98 Lubelskie 19.1
Warminsko -
G average water supply, sewage system 36 11.46 mazurskie 16.7
H average sewage sys tem 42 13.38 Wielkopolskie 28.6
| high stagnation 12 3.82 Podlaskie 25
J high water supply 19 6.05 Mazowieckie 45
K high water supply, sewage system 24 7.64 Malopolskie 20.8
L high sewage system 24 7.64 Podkarpackie 29.2
Source: authordés calculations
On the other hand, some rural areas, located especially near large cities, are currently
experiencing intensive development through a very dynamic increase in the number of new residents
(mainly as a result of migration) and are forced to adapt their infr astructure to new realities. An

important issue is also the large amount of diversity of Polish regions in the level of development
(OECD, 2008), where in one region there are very well developed areas, including infrastructural
ones and those characterize d by infrastructure underdevelopment. Detailed conclusions in this

respect could give more detailed research at the municipal level.

3. Conditions for the implementation of projects in the field of technical
infrastructure

The two municipalities surveyed f rom the Podlasie Voivodship were characterized by deficiencies
in the water and sewage infrastructure. and implemented respectively 3 and 2 projects from measure
321. According to the respondents co -financing from the RDP allowed to make up the existing ar rears
in the field of technical infrastructure, to improve the attractiveness of the area for residents and
tourists. Among the barriers to applying for funds, first of all, there was No possibility to support
road infrastructure, which could / should be b uilt together with water and sewage infrastructure, lack
of own funds for investments (especially for small municipalities); simultaneous need to modernize
other elements of social infrastructure (mainly schools), which involves large financial resources a nd
limits the possibility of implementing projects related to technical infrastructure. It was pointed out
that support for RDP is very important for municipalities, also due to the ease of application and
service in comparison with other support instrumen ts. Without the RDP funds, water and sewage
investments would be implemented because they are important from the point of view of the quality
of life of the inhabitants, but would be significantly postponed ( Anstead of 4 years would have been

done in 15y ears ). The respondents indicated that they intend to carry out projects related to the
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development of technical infrastructure with co -financing from RDP, which is also interesting for
those related to renewable energy.

Research on the representatives of implementing institutions shows that the municipalities
affected by investments with RDP co -financing are known to them, which was reflected in the
provisions of RDP 2014 -2020. PROW 2014 -2020 supports basic services in the countryside in the
following area s: (1) construction or modernization of local roads, (2) water and sewage management,
and (3) development of marketplaces or construction facilities for the purpose of promoting local
products. Thus, the beneficiaries' demand regarding the possibility of r oad support was taken into
account, which in practice met with great interest from local governments. From the point of view of
the implementing institutions, municipalities are good at absorbing funds for the development of
technical infrastructure, which is most often seen locally, usually RDP funds constitute a major
contribution to the municipal budget. The problem that sometimes occurs concerns, for example,
connecting residents to new networks, who have the option of connecting, refusing to explain
economic reasons. The respondents drew attention to a significant problem related to the current
refund system. Municipalities (usually poorer) to indemnify their own contribution are excessively
indebted, which often results in the loss of their creditworth iness. This situation excludes
municipalities to which RDP support is addressed. In the opinion of the surveyed representatives of
implementing institutions, the state of water supply and sewage infrastructure improved the most
among all types of technical infrastructure. The most difficult was support for the development of the
Internet, which resulted from the late appearance of funding opportunities for this type of investment

and the practical difficulties in implementation and ignorance of potential be neficiaries.

Conclusions, proposals, recommendations
1) The RDP 2007 -2013 in Poland enabled the development of technical infrastructure in the rural

area through measure 321, to which PLN 773.4 million was directed, i.e. 10 % of the funds of
the entire Progr am. The largest allocation of funds concerned water supply and sewage
infrastructure, followed by marketplaces and investments in renewable energy. There were

No significant differences in the structure of the allocation of funds in the regions. This use o f
resources reflects the real needs of rural areas, which for various reasons have a need to build

or modernize water and sewage infrastructure. Often, without external support, the
municipalities would not be able to undertake these very expensive investm ents. It can be
assumed that in the future the directions of infrastructural investments may change. Firstly, the

important direction of the investment will be the modernization of local roads, to which,

according to the expectations of potential beneficia ries, support from the RDP 2014 -2020 can
be obtained. In addition, after satisfying the needs of the water supply and sewage network,

recognized as the basic element shaping the living conditions of the residents, the attention of
beneficiaries will probab ly be directed to activities related to, for example, renewable energy

sources treated in the examined perspective as innovative investments. This is also due to the

change in the awareness of the authorities and residents and knowledge about the benefits,

especially the economic benefits of using this type of energy.

2) The effects of support for infrastructure investments by RDP 2007 -2013 are visible at the local
level. In Poland, the poviat's structure is definitely dominated by rural areas characterized by a
large increase in the percentage of population served by the water and sewage network in 2006 -
2015.
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3) Experience from the implementation of infrastructure projects 2007 -2013 shows that for the
allocation of funds to take place effectively, support should be prepared very well. Any changes
during the term of the documents introduce chaos and result in low interest on the part of the

beneficiaries and inefficient spending of funds, which is confirmed by the example of investment

in the development of the Int ernet network.
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DEVELOP MENT OF AGRICULTURAL FARMS IN TERMS OF CO MMON
AGRICULTURAL POLICY SUPPORT IN THE OPINI ON OF FARMERS

Slawomir Zawisza !, Dr. hab., Prof.;  Piotr Prus 2, PhD and Szymon Beben 3, M.Sc.
123 UTP University of Science and Technology in Bydgoszcz, Poland

Abstract . The rural areas are a place of living and work of much of the society and agricultural production is
essential for the Polish national economy. The aim of this paper has been to determine the prospects for the
development of agricultural family farms. Wi th that in mind, an important aspect has been to diagnose the
opinions of the farmers on the key sources of income, benefiting from the CAP support, the recent investment
projects completed, opinions on changes in the operation of agriculture after the int egration with the EU, its
impact on the development potential of the farms under study as well as plans for the farms. The research
material was acquired from the surveys made in 2018 which included 60 respondents residing in the Zlawies
Wielka commune. Th e survey research has demonstrated that a great majority of the respondents were living
mostly from agricultural production, only some used other support than direct payments. Less than half of the
respondents were making efforts to develop their farms thr ough the investments made over the recent years.
The farmers planned handing over the farm to their successors or continuing the work themselves.
Key words : agriculture, agricultural farm, the European Union, Common Agricultural Policy.
JEL code :D21,010, Q10, Q12, Q18, Q19.
Introduction

The Common Agricultural Policy is the oldest and the most comprehensive community policy of
the European Union and one of the pillars of the European integration (Bardaji I., et. al., 2009,
Potter C., Tilzey M., 2005). To a great extent, it determines the operation of the agricultural sector
and the situation of the rural areas of the EU member states (Piorr A., Viaggi D., 2015, Santiago -
Freijanes J.J., et. al., 2018, Van de Poele L., 2015, Vlahos G., Louloudis L., 2011). The CAP
determines the principles of homogenous operation, protection of and assistance to the agricultural
sector in the EU member states. The CAP key objectives include the agricultural market stability,
multi -functional development of the rural areas, s upporting investments to diversify the operation of
the agricultural farms (Benjamin C., 1994, Galluzzo N., 2017), and providing the farmers with an
adequate income and | iving conditions. Pol andds joining
opportunities of  solving many economic and social problems (compare Kalinowski S., 2018). It is

true for every sector of the Polish economy, especially agriculture (Kielbasa B., Grzelak A., 2014).

Pol andés membership in the European Union nhaeffPolishhanged
agriculture management (Chrzanowska M., 2017, Gazinski B., 2016, Kisiel R., Marks -Bielska R.,
2007, Marks -Bi el ska R. , et . al ., 2011, Piecuch J. , Pal uch L.,
the national budget support for agriculture wa s inconsiderable, and in the first years of the

transformation, namely in the 1990s, it hardly existed. The agricultural policy was changing too

frequently and it was not part of any comprehensive long -term strategy, which limited its efficiency

and effect i veness. Prior to the referendum on Polandbs joini
concerns how the rural voters would vote as the rural areas were in a difficult situation after the

transformations initiated in 1989. A considerable group of the farmers we re afraid of competition

from imports of foreign food, which could, in their opinion, result in bankruptcy of many agricultural

farms, dairies and meat processing plants, to mention just a few. On the one hand, the prospect of

Pol anddés EU me mb ed sohcerps oft ar posgillee failure of the Polish agrifood market,

1 Corresponding author. E -mail address: piotr.prus ~ @utp.edu.pl
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however, on the other hand, it gave hope to the farmers for higher payments for agricultural
production and for a greater stability of production conditions and marketing (Borys B., Slosarz P,
2003). The concerns were being eliminated with difficulty and Euro -enthusiasts were bigger and
bigger in number together with direct payments and the CAP financial programmes. Interestingly,
the process of Pol andds i ntegr at nhanoed the volbme tofhagricuEuial o pean Un
produce and incomes generated from it, an increase in income from the entire agricultural sector
would not be possible without a considerable increase in CAP payments (Poczta W., et. al., 2012).
The evolution of agraria  n systems in the countries with a fragmented land structure, including
Poland, leads to a decreasing number of agricultural farms and an increase in acreage and
effectiveness of enterprises developing their business. Next to the Common Agricultural Policy
instruments being implemented, also the local factors show much impact on the changes
(Wojewodzic T., et. al., 2017). A possibility of benefiting from the pre -accession funds and a prospect
of EU membership became a strong trigger to develop new institutio nal frameworks to introduce a
new type of agricultural policy and the system of supporting the development of rural areas and
agrifood processing modernisation in Poland. A very fast launch of direct payments must be
considered a success of the first month s of the EU membership. In the rural areas the spirits got
hi gher, optimism and support for Pol andds integration w
enhanced (Roman M., Roman M., 2018).
Despite visible deficiencies in some sectors, one must state that P olandés joining the EL
Polish agriculture being covered by the CAP instruments have changed the conditions of agriculture
operation significantly (Piecuch J., Paluch L., 2018, Roman M., Nuszkiewicz K., 2013). The
membership in the European Union st ructures translates into an almost unlimited access to a vast
consumer market, which is especially important for agricultural producers; it creates new
opportunities of generating income due to the EU market size and CAP subsidies.
The aim of the study has been to diagnose the farmers' key sources of income and to evaluate
using EU programmes for development -enhancing investments on farms. There was also estimated
the percentage of the farms keeping their accounts and the source of accounting assistance. Th e
investment projects executed in the last 4 years have been diagnosed and the opinions of the
respondents on a change in the situation of farms upon Poland joining the EU and the forecast of

that situation for the successive 2 years have been provided.

Ma terial and the research method
To verify the key assumptions of the paper, own survey research was performed. The survey

covered 60 farmers from agricultural farms of various village administrations of the Zlawies Wielka

commune. 15 people refused to take part. The survey was made from 22 to 24 June 2018.
The commune is found in the kujawsko -pomorskie province, in the Torun county, between

Bydgoszcz and Torun, and it covers the area of 17753 ha with the population of 13786, with 10195

people oflegalage.l n2017 402 persons were registered as unemployed, including 79 people entitled

to unempl oyment benefits. The communeds % gfrthe totallateaj r a | I an

while woodland, most of which constitutes preserved landscape, accounts for 26 % . It is common

knowl edge that the Zl awies Wi elka commune is typically ag
In the Zlawies Wielka commune, most respondents running agricultural farms were men (60 %),

whereas women accounted for 40 % . Of all the respondents, 46.7 % were peopleaged41l -55,23.3 %

i aged 56 -65 and people aged 65 (6.7 % ). The persons below 40 years of age accounted for more
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than 23.3 % . Most of the farmers surveyed had a vocational education background (63.0 % ), while
24.0 % i secondary school background, and 10.0 % 7 higher education background. The lowest
percentage (3.0 %) of the respondents had a primary school background only. Among the

respondents only 20.0 % declared their willingness to enhance their qualifications. In the Zlawies

Wielka commune, m  ost farms fell within the range from 10 to 14.99 ha (43.3 %), many farms 7
from20to50 ha (30.0 %)and15t019.99 ha (13.3 %), whereas many fewer T from5.0t09.99 ha
(6.8 %) and from 2.0 to 4.99 ha (3.3 %). The survey included 2 people (3.3 %) with a farm more

than 50 ha in size.

Research results and discussion
Various strategies of income diversification make it possible for the farmers to deal with changing

conditions in a changing economic situation better (Pacin F., Oesterheld M., 2014, Weltin M., et. al.,
2017). The farms which run additional business on top of the traditional agriculture and are

diversified enough to generate income from two or more types of business activity have a chance for

a greater stability from increased incomes (Barnes A. P., et. al., 2015, Edmond H., Crabtree J. R.,
1994, Northcote J., Alonso A. D., 2011). The results show that 86.6 % of the respondents claimed
that agricultural production was as the main source of income. Only 6.7 % said they were working

outside the fa rm. Also 6.7 % of the respondents claimed having both income variants at the same

time. As for the types of work outside the farm, working at school, in the library and in the offices of

public authorities were most frequently listed ( Fig. 1). Unfortunatel vy, none of the respondents
claimed running a non  -agricultural business activity. The potential of the strategy much depends on

the availability of the capital on a given farm. For that reason non -agricultural employment is often

the most available strategy not only to ensure the household income but also to supplement the

income required to keep the farm running (Meert H., et. al., 2005). The information acquired from

the respondents shows that only 16.7 % of the respondents benefited from the EU assistance other
than direct payments ( Fig. 2), which could have been also the reason of a lack of interest in non -
agricultural business activity which often requires making necessary investments (Nguyen T. H. T,

et. al., 2016, Reardon T., et. al., 2000).

86,6%

6.7% 6.7%
0.0% 0.0% __\
agricultural farm  working outside the  non-agricultural others agricultural farm and
farm business activity working outside it

Source: aut horos cal cul atireseach based on

Fig. 1. Main source of income
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yes
16.7%

no
83.3%

Source: authords cal culeasearchons based on
Fig. 2. Benefiting from the EU financial support other than direct payments
For an effective agricultural farm management, book -keeping is helpful as it facilitates recording
information on what is history and what happens on farms, which provides the grounds for defining
the objectives and tasks, methods and means of executing them, it is the condition for the right

judgements, decision s, and effective farm management (Rozanska E., 2015). With the data acquired

in the survey, only 43.3 % of the persons were book -keeping on their farm, with 29.9 % book -
keeping on their own, and 6.7 % using the assistance of the specialist or friends ( Fig. 3).
no

56.7%

on their
own

29.9% speciali

6.7%

riendso
6.7%

Source: authorodés cal culesearthons based on
Fig. 3. Book -keeping

The research performed in the Zlawies Wielka commune shows that over the last 4 years more

than PLN 50000 has been invested in own farm; 43.3 % respondents. Most frequently the pur chase
of machinery and equipment (38.9 %) and the modernisation of farm buildings (33.3 %) were
financed. Slightly less (22.2 %) was allocated to field works machinery, whereas 5.6 % 1 to the
purchase of land and the construction of manure storage pads and surface hardening ( Fig. 4).
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38.9%

machinery machinery, equipment (e.g. farm buildings others (e.g. land, manure
milking machines, pads, etc.)
automatic feeders, etc.)

Source: author6s cal culesearchons based on

Fig. 4. Investment projects completed over the last four years

Most of the respondents c¢claimed that Polandds joining t

of the farm (43.3 %), while 20.0 % claimed the opposite, and 26.7 % of the respondents did not
express their opinion, and the lowest number of the respondents (10.0 % ) claimed that joining the

EU did not change the situation on the farm ( Fig. 5).

43.3%

enhancement deterioration no changes no opinion

Source: aut hortiéns based bnc u reaearch

Fig.5.Change in the farmds situation upon Poland6s joining t

In the countries of Central and Eastern Europe, already for a few years after joining the European
Union the dynamic processes of structural changes are reported, including a decrease in the number
of small agricultural farms. The tendencies are appreciated, however the fact is disregarded that
some farms give up agricultural production officially only, and the arable land, especially in the
regions with  land fragmentation, is held by the units which still recently have been production
entities, which can be due to Central and Eastern Europe -specific historic, cultural and institutional
conditions and the economic calculation, including the land owners pur suing economic rents,
including area payments (Satola L., et. al., 2018). Most of the respondents claimed that running a
farm without assistance from the European Union would not be cost -effective (43.3  %). Another
opinion was expressed by 26.7 % of the re spondents, and 30.0 % did not express any opinion. Most
of the respondents did not have any definite opinion on the prospective situation of their farm in 2
years (43.3 %);20.0 % of the respondents claimed that the situation will deteriorate or it will re main
unchanged. Only 16.7 % expected an improvement in the situation of their farm ( Fig. 6). Along -
time persistence of unfavourable costs -to - production relation on the farm for a long time triggers
some concern as it can lead to progressive decapitalisati on of the property and disregarding the

remuneration for own wor k, whi ch, sooner or |l ater,
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The situation where, for a positive financial result, one must acquire external funds (subsidies,
payments), is especi  ally dangerous in terms of the EU Common Agricultural Policy changes planned.

The payments and subsidies limitations planned can lead to a serious crisis in the sector as a
considerable part of the entities will not be able to run their business in a way a s to generate the

production surplus over costs (Satola L., et. al., 2014).

43.3%
20.0%
13.4%
10.0% 10.0%
definitely better rather better definitely worse rather worse without no opinion
changes
Source: authordés cal culeserchons based on
Fig. 6. Forecast situation on the farm in 2 years
The analysis of the plans for their farms declared by the respondents were inter esting. Most

respondents (46.7 %) planned to hand over the farm to a family member (mostly children) in the

future. Selling it was declared by 10.0 % , while more than 16.7 % wanted to keep on managing it,

of which 5.0 % did not intend to make any changes i n the acreage, whereas 11.7 % planned to
increase the acreage. Every fourth person (26.6 %) did not have any precise farm management

plans.

Conclusions

1) A vast majority of the respondents claimed that agricultural production was their key source of
income. Some also combined it with being a hired labourer outside their own farm.
Unfortunately, No interestin non -agricultural business activity was recorded.

2) As for benefiting from the CAP funds, direct payments prevailed. Other forms of assistance to
agricultu re were hardly indicated.

3) Almost half of the farmers surveyed were running their agricultural book -keeping, which
facilitated a more effective farm management.

4) Almost half of the agricultural farm owners made substantial investments on their farms, trying
to modernise both the farm buildings and the machinery.

5 Most farmers believed that Polandds joining the Europes:
farm.

6) The farmers planned to hand over the farm or declared to keep on working further on the farm,
which can suggest that the prospect of developing their farms and the agricultural sector in
Poland is seen as positive.

7) Interestingly, due to the scope of research, the results cannot be generalised. The considerations
provided in this paper concerning the res ults analysis only refer to a relatively inconsiderable,

as compared to the entire community, group of farmers. For that reason the paper is a diagnosis,
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which covers only a certain group of respondents, and the reader should not treat the results as

repr esentative for all the agricultural farm owners.
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SPECIAL ECONOMIC ZO  NE AS INNOVATION BOO STER
IN LESS DEVELOPED REGIONS

Dace Ziedina !, Mg.oec.; Modrite Pelse 2, Dr.oec., professor
12| atvia University of Life Sciences and Technologies; Faculty of Economics and Social Development

Abstract. Based on statistical data about financial indicators in the regions of Latvia, there can be observed a
general finding that economic situation in the regions of Latvia is improving. But at the same time regional

disparities between regions still remain. To decrease regional disparities, a variety of regional development
instruments are used in Latvia. One of them is a special economic zone, which should be established in less
developed regions. To operate in a special economic zone, companies should make investments in their business,

pri marily in fixed assets. The authors of research paper have discussed whether a special economic zone may be
considered as an innovation booster in less developed regions. By using descriptive methods, the authors
described economic situation in the regions of Latvia, defined main measure points of innovation level in regional
aspect and analysed examples of innovative companies in special economic zones. The authors concluded, that

if special economic zones play a role as innovation booster in less develope d regions, than companies which
operate in a special economic zone should primarily focus on investments in technology as innovation agent.

Key words : innovation; regional development; special economic zone, investment.

JEL code :031; R11; F21.

Introductio n
For the past years, statistic data shows that economic situation in the regions of Latvia is changing

rapidly. Gross domestic product (hereafter i GDP) in statistical regions during the period of 15 years
has grown more than four times on average. Accord ing to economic trends in the regions of Latvia,
the gap in GDP per capita between the richest region (Riga) and less developed region (Latgale) has
decreased, but at the same time Latvia remains the country with 9 t highest regional disparities
between re gions (in the Organization for Economic Co -operation and Development countries
(hereafter 1 OECD)) (Regions and Cities..., 2018).
Variety of regional development instruments are used in the regions of Latvia to improve their
socio -economic situation and on e of such instruments is establishment of special economic zones
with an aim to attract investments and create new job places. A special economic zone can attract
foreign and local investment, promote export -oriented growth and generate employment (Special
economi c zon e $artjcula?yOspedigl economic zones in Latvia (in total five) are established
in less developed regions (two special economic zones are located in Latgale region) and in well -
developed regions as Kurzeme and Riga, where two free po rts and one special economic zone
operate. This fact leads to assumption that a special economic zone can work as an agent of
innovation booster especially in less developed regions.
The aim of the research paper is to examine whether a special economic z one can boost innovation
in less developed regions. To achieve the aim, the following tasks were set:
1) to describe the economic situation in the regions of Latvia;
2) to define the measure points of innovation level in a regional aspect;
3)to anal yse peaenceinspécial eeoromic zones as innovation booster in less developed
regions.
The descriptive methods mainly (analysis and synthesis) were used in the research; the novelty
of which is description of examples according to innovation intensive investm ent projects in special

economic zones.
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Heretofore the authors of the research paper start a discussion on the linkage between special

economic zones and innovation, it is necessity to understand the background of economic
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in the regions of Latvia in the time period from 2000 to 2016. As shown in the

Latvia during the period from 2000 to 2016 has increased 4.4 times.

situati

034

on

Table 1, the GDP in

Table 1
Gross domestic product in statistical regions of Latvia, in 2000 -2016
(per one inhabitant, EUR)
No Region of Latvia 2000. 2001. 2014. 2015. 2016. '”‘iirr?]aesse'

1. Riga* region 4849 5419 19739 20523 21078 4.3

2. Pieriga region 2256 2431 9375 9830 10445 4.6

3. Vidzeme region 1787 1980 7944 8050 8404 4.7

4. Kurzeme region 2559 2822 8892 9035 9505 3.7

5. Zemgale region 1826 1942 7518 7825 8046 4.4

6. Latgale region 1424 1558 6183 6375 6516 4.6
*Riga region i as aregion of the capital city.
Source: authordéds calculations based on the datoflawid the Central Statistical

Looking form the perspective of regions, the major increase in regional GDP is observed in

Vidzeme region (4.7 times), followed by Pieriga region and Latgale region (each 4.6 times). Despite

the rapid growth, GDP in Latgale region still lags beh

specific regional development instruments such as special economic zones are available in Latgale

ind other regions of Latvia. At the same time,

region, which leads to the question T how special economic zones can boost innovations in less

developed region s.

Regarding the above mentioned, the economists do not have consensus on the following

contrasting suppositions:

a) itis impossible to capture the benefits of innovation within GDP (Coyle D., 2017);

b) economic growth can be slower when innovation accel

erates, because of the fact that

productivity depends also on the increase of physical and human capital (Gordon R.J., 2018);

¢) innovation is the key driving force behind regional economic growth, standards of living and
international competitiveness (Acs Z.J, et al, 2002).

Responding to first supposition (a)), the authors have defined few measure points of innovation

level in a regional aspect by using the statistical data available at the regional level. Authors claim

that the main problem why it is imp

statistical data and probably

growth from innovation. Regarding the second supposition (b)), it should be mentioned that

ossible to capture benefits of innovation within GDP is a lack of

i composition of GDP should be reviewed with aim to capture economic

economic growth can shrink due to the influence of innovation, e.g. resulting in a smaller number of

job places needed to serve companies and business. Regarding the third supposition (c)), the

European Central Bank claims that innovation can lead to highe

generates superior output in a business area

are produced (How does innovation..., 2017).

r productivity as the same input

T when productivity raises, more goods and services

1. Measure points of innovation level in regional aspect

European Innovation Scor
evaluates innovation development indicators in the European Union Member States and is adapted

by the European Commission, measures performance of innovation systems by average performance

eboard 2018 ( European Innovation Scoreboard..., 2018)

, wh

ich
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on 27 indicators such as human resources, attractive research systems, as well as innovation -friendly
environment etc. European Innovation Scoreboard ranks Latvia among the group AVioderate
innovator 0. The group of Moderate Innovators includes those Member States where innovation
performance is between 50 % and 90 % of the EU average 1 a Croatia, Cyprus, the Czech Republic,

Estonia, Greece, Hungary, Italy, Latvia, Lithuania, Malta, Poland, Portugal, Slovakia, and Spain. The
highest possible value of index is 100. According to the data of European Innovation Scoreboard
2018, the score of Latvia is 43.18 % . Latvia's overall performance tends to improve, ranking Latvia
in 34th place (score for year 2017). Latvia has the strongest performance in Annovation -friendly
environment o and in Ainance and support 0 dimensions. Thus, Annovators ¢ and Airm investments 0
are the weakest innovation dimensions.
There is a lack of regional level statistical data to evaluate innovation level in the regions of Latvia.
The authors of t his research paper consider that innovation level in the regions of Latvia can be
observed by such groups of indicators as:
1 human capital (population by age groups; level of education; number of educational institutions);
1 financial indicators (economicall y active statistical units of the market sector per 1000 inhabitants,
non -financial investments per one inhabitant, total sum of direct foreign investment per 1000
inhabitants).
The European Commission's 2014 Regional Innovation Scoreboard found that bette r
circumstances for entrepreneurship and innovation are in those regions where inhabitants show more
positive attitude towards new things and ideas. Such a statement leads to the fact that young people
have more positive attitude towards new things and ide as. According to the data of the Regional
development indicators module, the highest number of population in the analysed age group (from
15 to 61 years) is in Latgale region (62.8 % of total population, year 2018), followed by Zemgale
and Vidzeme regions  (each 62.5 % of total population in 2018).
Education level is one of the indicators which can describe human capital in the prism of
innovation. The aggregated results of the Central Statistical Bureau (of Latvia) in 2011 on Population
and Housing Census | ead to the conclusion that people with a higher level of education are
concentrated in densely populated areas. Accordingly, 62.4 % of the total population in Riga region
are inhabitants with higher education, including doctor degree holders. Specific situ ation was
demonstrated by Latgale region, where 40.9 % of the total population are inhabitants with vocational
secondary education or vocational education. Education level in other regions of Latvia reveals more
or less proportional distribution of educati on levels, including secondary education. Academic
researchers and policymakers consider that education leads to growing numbers of innovation and
that the number of innovation or inventors can be increased though educational policy (Does
educat i on20L3g ahe authors consider that in a region with lower level of education it would
be more difficult to introduce and implement innovation than in the regions with population that have
relevant higher education level. In such situation one of possible sol utions could be to strengthen
innovation capability within secondary education.
The Innovation Strategy of the OECD provides that education systems are essential for innovation
by developing skills, promoting new ideas and technologies (Education and Skill s, s.a.). It is most
often assumed that higher education institutions are the main stage of education where
understanding and innovation abilities of students (future inhabitants in giving age) are promoted;
however, attention should also be paid to other levels of education. In 2018, there were 847

educational institutions in Riga region (from them 44 higher education institutions), followed by
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Latgale region with 125 educational institutions (from them five were higher education institutions).

Three highe r education institutions were in Kurzeme region, two in Zemgale region, and only one in

Vidzeme region.
Financial indicators. i Anvestment by spendings in business

Component of GDP o0 indirectly can

show the impact of innovation process, whether economic s ituation is improving. It should be taken
into account that innovation is not as simple as spending more money in technologies. Innovation
process includes reallocation of available resources and agile planning process. Researchers state

that innovation an  d spending in research and development can enhance the growth of economy and
can be a driver of sustainable development ( Fernandez Fernandez Y., et.al, 2018).
The indicator which demonstrates non -financial investments per capita indirectly can show the

im pact of innovation as well. According to the data revealed in the Table 2, the lowest non -financial
investments per capita are in Latgale region, while Riga region takes the lead by five times higher
(year 2017) value of this indicator. Non -financial inves tments can include specific investments in
innovations, thus the lowest rate in less developed regions should be stipulated with specific regional
development instruments such as special economic zones.

Table 2

Financial indicators in the regions of Latvia , in 2015 and 2017

(per capita, EUR)

No Region of Latvia 2015 2017 2015 2017 2015 2017

Economically active
statistical units of
the market sector

per 1000
inhabitants, number

Non -financial
investments per
capita, EUR

Total sum of direct foreign
investment per 1000
inhabitants, EUR

0. Financial indicators

Riga region

91.98

93.42

3188.65 2974.89

1 880 567.76

1452 781.19

Vidzeme region

76.37

79.83

1096.54 1161.02

469 875.80

77 077.66

67.97

73.86

1376.98 1118.88

485 785.92

480 803. 52

Zemgale region

61.52

63.33

1006.93 1128.64

173 110.70

164 272.16

Latgale region

61.86

61.24

683.15 610.67

82 294.29

65 969.57

1
3
4. Kurzeme region
5
6
(o]

urce: authords calcul ati onsRebgaiscenda lo nd et vheel odpameantofi ndi cat ors6 modul e

The trend of non -financial investments and direct foreign investment shows that in a period of
2015 to 2017, these indicators decreased, which confirms the before mentioned supposition that
economic growth can be slower when innovation accelerates. At the same time, the authors cann ot
confirm the assumption that the decrease of these financial indicators was caused by direct influence
from innovation.

The indicator which increased during the period of 2015 to 2017, is the number of economically
active statistical units of the market sector. According to the specific features of regional statistics,
it is problematic to evaluate whether economically active statistical unit of market sector is
innovative. The growth of this indicator gives evidence of higher competition in the market be tween

different economically active statistical units, where is a possibility of innovation growth.

2. Latvi abs ence in economi c

developed regions
The

experi speci al zones as

European Parliamentds Commi t t stressesthat Rreoeniionocamble Dev el

most effectively addressed at regional level, where physical proximity can encourage partnerships
between such actors as universities, research organizations, companies and regional, local authorities
of

(Opinion )t This Eeport @otd dut that the most dynamic technology sectors are not
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always present in or near urban municipalities, but close to the most innovative universities. The
Committee on Regional Development calls all regions to invest in innovation and to adapt regional
innovation strategies in order to increase their efficiency and as well to rejuvenate human capital
and to increase the capacity of companies to innovate.

In case of Latvia, there are two special economic zones in less developed region (Lat gale) - Latgale
special economic zone and Rezekne special economic zone. The existing aid mechanism in special
economic zones of Latvia does not focus on innovation, it primarily motivates investment intensive

projects only in fixed assets, thus the innova tion aspect in modern technologies usually is secondary.

Rezekne special zone investment projects
(13 projects )

350
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New job places

Investment, EUR

Source: authordés calculations based on the data of the Ministry of Envirol
Development

Fig. 1. Linkage between amount of investment (EUR) per new workplaces created i n Rezekne
special economic zone

As Figure 1 demonstrates, from 13 projects (shown as example without implementation year) the

authors have highlighted two investment projects, where investment per one new workplace is

noticeably higher than in other projec ts. The first project with investment amount of 12 000 000 EUR
creates only five new workplaces (2 400 000 EUR of investment per one new workplace). The second
project with investment amount of 19 513 100 EUR creates 35 new workplaces (557 517 EUR of

inves tment per one new workplace). It can be considered that usually innovative investment projects
have an impact on technologies, thus new workplaces which are created within the project are
secondary. The authors agree on that, based on project examples form Rezekne special economic
zone. In most of cases the companies which operate in special economic zone do not concentrate on
innovation because the profile of these companies is woodworking, metal working, production of
beverages, production of textiles etc . (Investors, s.a.). Such entrepreneurship profiles according to
the data in Figure 1 make low investments per one new workplace 7 while another project with
investment amount of only 27 000 EUR creates 37 new workplaces (730 EUR of investment per one
new j ob place). At the same time, in the special economic zone also companies with such profile as
production of fiberglass products operate and their manufacturing process in its turn demands to
ensure research and development progress to increase productivity

Examples of innovative investment projects in special economic zones of Latvia (in less
developed regions). The authors observed few innovative projects among the applicants intending
to acquire status of special economic zone. In 2018, the status of Rez ekne special economic zone
was assigned to the company ARSEZ SIA FLORAPLANET 0 that provides an electronic trading platform
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for agricultural plant manufacturers. Such technologies demand high investment amount to ensure
development of information technologi es which are used in the company ARSEZ SIA FLORAPLANET o.
The site or electronic trading platform is still in the process, but flowers and plants from many
European suppliers are already available to Russian consumers.
The company ARSEZ SIA LEAX Rezekne 0 ensures serial metal processing services as production
of parts for automotive, mining and machine production industries. To satisfy the demand of the
leading automotive customers, the company pays special attention to upgrading production
processes. It can  be implemented within cooperation in research and development area involving
customers, higher education institutions, local municipality and special economic zones.
In Latgale special economic zone, the company SIA ALIGHT GUIDE OPTICS INTERNATIONAL 0o
opera tes, which is one of the world's largest optical fibre producers. Since y 2013, the company's
research department has developed new products and production technologies, thus acquiring the

world's most advanced industry technologies with high staff qualifi cation.

Conclusions and proposals
1) Economic development trends in the regions of Latvia demonstrate that there is a possibility to

boost innovations in less developed regions, which certifies the fact that better circumstances
for innovation are available in the regions where inhabitants (young generation) have more
positive attitude towards new things and ideas.

2) The existing aid mechanism in special economic zones of Latvia does not focus on innovation, it
primarily motivates investment intensive projects only in fixed assets, thus the innovation aspect
in modern technologies usually is secondary.

3) Since special economic zones play a role as innovation booster in less developed regions, those
businesses that operate in a special economic zone should primaril y focus on technology as
innovation agent.

4) Most of companies which operate in a special economic zone do not concentrate on innovation

because of their companies6é6 profile (woodworking, met :
production of textiles, etc.), which does not require specific solutions to increase productivity.
5) As a proposal, the authors suggest that the state aid in the form of decreased corporate income
tax should be given within those investment projects, which increase innovation level in the
company which operates in a special economic zone.
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TYPICAL WORK ENVIRON MENT RISKS, THEIR CAUSES AND REDUCTION
MEASURES IN CONSTRUCTION
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Abstract.  The aim of the pape r is to identify the most typical and dangerous work environment risks in
construction and their causes, put forward the proposals for risk reduction. Comparison and grouping methods

for the analysis of statistic data, as well as methods and schemes for ev aluating work environment risks were
used in the research. Proposals for reducing the causes of the most typical and hazardous risks are presented in

the paper. Specific solutions for each of hazardous risks and their causes are offered paying particular a ttention
to the means of collective protection, as well as a model of corporate system is offered to regulate the procedures

by which employees should be instructed and examined in order to improve the quality and control of labour

protection instructions in construction for companies.

Key words : labour protection, risks, environment risk.

JEL code :R19, L89, F60.

Introduction
The construction sector is one of the largest economic sectors of Latvia and the European Union

by number of employees and financial turnover. During the economic crisis, construction volumes
of the sector fell significantly and a highly skilled workforce went in search of jobs outside the
country's borders, which contributed to the lack of highly skilled professionals in Latvia. As
construction volumes increased after the years of crisis, workers with lower qualifications and fewer
working experience got involved in the construction market.

From the point of view of labour protection, construction is considered to be one of the most
dangerous areas in nati onal economy, which is <character
accidents as well as occupational diseases more often than on average in Latvia. Construction is one
of the sectors where completely all the risks of work environment can be identified, from them
specifying the most typical and hazardous that result in serious and fatal accidents. This is related
to the fact that construction works vary widely, works of different types are carried out at the same
time by a large number of employees of different professions and with varied professional training
level and the works should be performed in short periods of time and different weather conditions.

All of this generally contributes to a high risk of the work environment in const ruction, accidents of
varying degrees. However, the basis of everything is a lack of understanding of labour protection

issues on the part of employers, as well as employees and contractors (Riga Stradins University,

2011). In order to avoid dangerous situ ations, the employees should be instructed and experienced,
which contributes to their safety and the safety of their co -workers.

The complex of successful actions is based on a system, and labour protection system in
construction companies is of great imp ortance in creating safe and health -friendly work environment.
In construction companies, labour protection system should be focused on close co -operation
between employees and employers, searching for common solutions. The system is essential for
developm ent of a qualitative and effective performance of instruction in labour protection, for

consolidation of employees6 knowledge and practical skil!]l
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3 Corresponding author . Tel.: +371 26414433, E -mail address: jele na.malahova@rtu.lv

279



ference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 279 -288
DOI: 10.22616/ESRD.2019. 035

Proceedings of the 201 9 International Con

Accident statistics in the construction sector in Latvia

From the point of view of labour protection, constr uction is considered to be a rather dangerous
sector, where each year there occur dozens of accidents and employees suffer lasting health
problems, i.e. occupational diseases (Riga Stradins University, 2016).

According to the accident statistics of the Sta te Labour Inspectorate, there has been a total of
12.446 accidents at work during the period 2009 -2016, of which 1.086 in construction, i.e. an

average of 8,7 % ofthe total ( Table 1).

Table 1
Statistics on the number of accidents in construction sector in Latvia from
2009 until 2016

2009 2010 2011 2012 2013 2014 2015 2016 Total
Accidents in work places
Nationwide 1.203 1.232 1.397 1.545 1.748 1.763 1.712 1.846 12.446
Construction 120 102 138 174 157 149 122 124 1.086
sector
% 10 8 10 11 9 8 7 6.7 8,7
From them: serious accidents in work places
Nationwide 175 175 196 219 230 213 166 184 1.558
Construction 37 27 30 41 45 42 22 39 283
sector
% 21 15 15 19 20 20 13 21 20,7
lethal accidents in work places
Nationwide 32 25 34 35 31 41 41 38 277
Construction 7 5 10 11 3 5 2 5 48
sector
% 22 20 29 31 10 12 5 13 17,3

Source: authorsdéd construction based on the date of the State Labour

As a whole, the trend over the years shows that the number of accidents is declining, while 2016

data show that severe and fatal cases have increased compared to 2015. In general, this shows the

trend of improving the attitudes of entrepreneurs and workers towards labour protection and the

culture of workforce themselves from year to year.

The most ¢ ommon causes of serious and fatal accidents are non

regulations or instructions (27

insufficient attention (12

The most common wo
Typical work environment of construction sites has the following characteristic features:

= —a -—a A

rk environment risks in construction

significant levels of noise, vibrati

a lot of heavy machinery and equipment;

high risk of transport accidents at sites (

a constantly changing work place at different sites;

Riga Stradins University

% ) (State Labour Inspectorate, 2015).

on, dust and various chemicals;

-compliance with safety

, 2016).

% ), unsatisfactory instruction and training of workers (14

Statistic data show that accidents at construction work places in Latvia mostly occur due to lack

of attention of employees and failure to comply wi

th the specified labour protection requirements. A

large part of identified occupational diseases have developed due to both poor and dangerous

working conditions , failure to comply with elementary labour protection requirements and lack of

caution. This

is why it is important for employers, labour protection specialists and employees to be

informed about the essential labour protection requirements, the most dangerous factors of work

environment and possible labour protection measures when working in this
University, 2016).

%) and

sector (Riga Stradins
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The safety and health of employees are the most important aspects from the point of view of
labour protection, which should not be threatened due to the influence of different work environment
risk factors. Of cour  se, it should be noted that failure to comply with labour protection requirements
can also cause financial loss to a company (equipment, raw materials, etc. can be damaged) and
Ahird persons 0 employees of other employers working at the site, passers -by or other people close
to sites can suffer . Environmental contamination may also occur (for example, leakage of chemicals

I paints, solvents etc.) (Riga Stradins University, 2016).

From the point of view of empl oyeesd s afuetibrysitecamay he al

have a significant impact on the health of employees.

Essential aspect is the rapid pace of construction, which defines the continuous variability of a
construction site. Technology changes quickly, subcontractors have different working m ethods, used
equipment and chemicals etc., and, therefore, working conditions and risks employees are exposed
to are variable. Lack of time and urgency during implementation of construction projects are an
additional aspect which has a direct impact on the level of labour protection. Unfortunately,
employers and contractors often believe that time and money can be saved at the expense of labour
protection. For example, in order to reach a wall above 1,5 m or access the ceiling, one cannot do

without sound s  caffolding, so it needs to be raised, but railing is optional, because work can be done

t h

anyway. Similar thing happens when one does the rooferods

uncomfortable so a worker cannot move fast and do the job as quickly as w ithout these safety
measures. In both cases ignoring of safety requirements essentially reduces work quality and
increases the risk of accidents. Therefore, it should be remembered that, in case of an accident, costs
will be higher than while respecting sa fety rules ( Riga Stradins University , 2016).
Major factors leading to accidents occurring in construction:
1 work at a height without protective fencing and inappropriate scaffolding, which creates a risk of
falling, as well as work at a height on mobile lad ders, and non -use of individual anti  -fall protective
equipment;
drop of objects;
snhagging, stumbling in a disordered workplace etc.;
electrical injuries, danger of explosion;
various accidents involving the driving of heavy machinery (cranes, lorries etc.) ;

work with work equipment and hazardous equipment (cranes, pulleys, lifts etc.);

= =4 -4 -4 -a -

work in trenches without shoring (Riga Stradins University , 2016).

Work at a height is widely spread in a large number of sectors, particularly, in construction,

building mai ntenance, energy and telecommunication, but employers, employees and even persons

responsible for labour protection often underestimate the risks that may be the cause for falling from

height. The accidents related to falling from height usually have serio us consequences for
health and can cause their death. Therefore, it is necessary to timely plan the works where falls from

height may be minimised by performing risk assessment and envisaging sufficient and adequate

preventive measures ( Riga Str adins University , 2011).

Falling from small height is dangerous because the fall time is very short 7 for falls from height
up to 5 mitis less than or equal to the average response time ( Riga Stradins University , 2011).
To prevent the danger of falling f rom height, one should use:

1) Collective labour protection equipment (for collective labour protection measures):

1 preventing falls (railings, scaffolding, coverings etc.);
281

e mp



Proceedings of the 201 9 International Con ference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 279 -288
DOI: 10.22616/ESRD.2019. 035

1 receptive equipment (anti -fall networks, absorbing pillows etc.);
2) Individual protecti  on equipment (anti  -fall systems) ( Riga Stradins University = ,2011).
Work in trenches and foundation pits is very common in construction. While performing the works,
basic labour protection requirements are not observed and accidents occurring have very serio us
consequences oOfr end up with victimds death. Usually peo
trenches without shoring or employees are hit by excavated land or other materials. Such risks are
especially increased by heavy machinery working in the vicini ty of trenches or other employees. In
some cases, not reported in the project communication systems (gas pipeline, electricity cable) or
explosive objects must be encountered. The risks related to getting in and out of a trench should
also be mentioned ( Riga Stradins University , 2016).
Noise in construction is a very common work environment risk factor. It is caused by a variety of
work equipment (such as perforators, saws, mixers, angle grinding machines etc.) and heavy
machinery. Starting each machine cre ates noise i a chaotic mix of sounds of different frequencies
and varying intensity, which can significantly exceed the permissible (safe) level ( Riga Stradins
University , 2016). Noise exposure level within normal working hours must not exceed 87 dB(A) or a
peak level 140 dB(A). If the noise exposure limit value is exceeded, labour protection measures
should be taken immediately to reduce noise exposure level to the exposure limit value of 87 dB(A).
At work places where the noise level exceeds the lowest no ise exposure action value 80 dB(A),
the employer should provide:
1) Employees with individual hearing protection means;
2) Training and instruction for employees and trusted persons regarding the risk caused by noise
paying particular attention to:
1 thenatureof ri sk caused by noise and risk for employeesd hear
to occur due to noise;
9 labour protection measures taken and to be taken to reduce or prevent the risk caused by noise
and the conditions under which these measures are to be taken, specifying in particular the
measures to be taken by employees themselves;
the correct use of individual hearing protectors;
the importance of hearing testing and signs of hearing damage, as well as reporting to the
employer of hearing worsening;
1 the conditions in which employees are entitled to health checks and the importance of these
checks;
T safe working methods to reduce exposure to noise (Labou!
Vibration is a very common factor in work environment that should be encountered with operating
of most equipment that causes not only noise but also vibration when working. Vibrations are usually
based on poorly balanced rotational or directional components and the occurrence of vibration is
determined by the operating principles of the equipment. Construction workers are often affected by
arm and hand, as well as by whole body vibration. To arms and hands vibration is transmitted through
empl oyeeds hands with work equipment the opedactaiionnn of wh
Whole body vibration is transmitted through the supporting surfaces of a stationary or seated worker
and affects the whole body ( Riga Stradins University , 2016).
Chemicals and dust are a daily phenomenon in construction that arises from both th e fuel used

and from the construction materials.
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Essential risk factor in construction is dust which can occur in the process of performing almost
all construction works. Abrasive dust and abrasive particles (derived from grinding), lime and chalk
dust, silicate dust, wood, concrete and cement dust (silica dust) are most widespread in construction
Glass and stone waddings are often used in construction. Some dust is held off by the hair of the
nose, a portion of the passage lands in the wet mucosa, and other dust particles are held in the
throat and laryngeal membranes. The lining of the nose not only stops, but thanks to the bactericidal
properties, also kills bacteria. The most harmful are microscopic dust, particularly particles of 0,5-
2,5 mm size, which is capable of entering deep airways, even alveolus, which causes acute
inflammation, which can then pass into chronic inflammation. Asbestos containing dust is especially
harmful, asbestos fibres are a proven occupational carcinogen (Riga Stradins Univers ity , 2016).

The most common problems in construction are the misuse of different chemicals (construction
materials or different consumables) and the lack of awareness of the hazards of workers, as well as
the storage of these substances in unsuitable and u nlabelled containers. Very often workers are not
provided with correct and appropriate individual protective equipment, such as gloves and respiratory
protective devices (Riga Stradins University , 2016).

Handling weights, forced posture, frequent and repet itive movements are ergonomic risk factors.
It should be noted that Aweight 0 is a notional size, whether the object is heavy, depends on the
individual characteristics of the employee. Forced postures, body or its parts being in a long -term
constant state.  Forced postures can be very different d sitting, standing, walking, lying, squatting,
bending and stretching. Depending on their type, forced posture can affect the neck and shoulder
band, elbows and hands, back, hips or legs. In construction, the most fr equent forced postures are
associated withlong  -term tufting on the knees (e.g. flaps, roofers) or long -term sitting  (Riga Stradins
University , 2016).

Construction may involve frequent and repeated movements in many working processes;
particularly harmful if requires an expressed physical effort of more than 50 % of working time, such

as grinding, plastering, painting and other interior works (Riga Stradins University, 2016).

Options for reducing the causes of trenching risks
The analysis of accident statis tics, more specifically, the number of fatal accidents, revealed that

trenches are among the most dangerous in terms of the number of fatal accidents. The risk

assessment for a particular situation identified the most dangerous risks of strengthening trenc h

walls as well as getting in, getting out and moving along the trench. Also a major risk is an unordered

and unplanned construction site, which creates a chaotic interaction between workers and heavy

machinery moving around the construction site.
To reduc e risks before starting work, it is necessary to correctly understand the task of the work

to be carried out in order to ensure full protection against accidents, and it is therefore important to

attract the competent persons and bodies to assess, draw up and give an opinion on:

9 the soil composition;

1 preparing a labour protection plan for a specific object (designing PPE and CPE);

1 the absence of engineering communications in the work area or a plan to protect engineering
communications;

1 a work project accep ting the interaction between construction machinery and workers on the
construction site, with a particular focus on correctly strengthening the walls of trenches, building
pits;
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1 high -quality instructions for a specific object with the specific nature of i ts work.

It is prohibited to dig holes and trenches without additional corroboration if they exceed the

following depths:

i insand ground 1 more than 1 metre;

1 in moor sand ground T more than 1,25 metres;

1 more than 1,5 metres in sandy and clay soil;

M on hard ground, when crowbars and hacks are used T more than 2 metres (Riga Stradins

University, 2010).

Building pits and trenches must be constructed with slanted walls without corroboration or with
vertical walls, securing them throughout the height. The walls m ust also be strengthened if there is
a risk of collapse of the edges.

In order to get in and out of the trench, it is necessary to use tested ladders which need to be
stabilised, so that there is No risk of falling down during climbing and creating an acci dent risk. If
there is less place in the trench, the portable ladders should be selected, but the ladders should
preferably be placed on a stable surface, with the possibility of fixing them preventing the possibility
of movement, as well as the length of the stairs must extend sufficiently across the edge of the
trench to allow workers escape the trench freely.

During trenching and digging works, workers are at risk of injury from construction equipment
located on the site, it is therefore important to pla n correctly the work of the machinery and workers
on the construction site.

If technical works are carried out adjacent to an unfixed trench and the edges of the slopes, the
minimum technical distances should be observed. If these distances cannot be obser ved, the trench
edges must be fixed. Movement roads must be wide enough for construction machinery and workers
without obstacles, if possible, separated and enclosed. Workers must move around a construction

object with reflecting vests.

Options for reducin g the causes of working at heights and on a rooftop risks
Working at height on the roof is one of the most dangerous types of work in construction, what

is also reflected by statistics on fatal accidents. Similarly to works in trenches, the most significan t
risk of working on the roof is the absence of collective protective equipment or disassembly. In terms
of collective protection means, it is most commonly observed that there is No guarantee of the roof
perimeter from falls in case when the worker has no t been provided with individual protection means
or has committed a mistake through negligence. Collective means of labour protection protect not
only workers but also third parties from objects which may fall from the roof.

Before starting construction wo rk on a roof, careful planning and risk assessment would be
necessary. The specific nature of the roof works differs, as the height and roofing of houses vary
greatly, as well as the changing weather conditions in Latvia have a significant impact. A constr uction
permit should not be received for the replacement of roofing, which means that if the roof structure
is not involved in the works, only a proof card is required for replacing the roofing ( Building
Regulations , 2014).

The most significant risk in the roof works is falling from great height, so collective means of
protection should always be provided along the perimeter of the building. The perimeter of the

building must be provided with scaffolding in the direction of the slope. It is important to sup plement
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the roof scaffolding with a covered sieve which prevents the fall of various objects from the roof in

case of strong breeze or a worker's inattentive dropping.

When assembling scaffolding, it is important that:

1 the work is carried out by a certifie d assembler who is familiar with and observes the assembly
schemes and solutions of the scaffolding manufacturer. Before the work is carried out, a
scaffolding assembly plan is prepared;
the scaffolding shall be placed on the stable surface so that it does not lose its resilience;
scaffolding shall be equipped with all necessary safety elements.

In practice, there are cases when scaffolding cannot be placed on the street, in such case one of
the solutions for collective protection is to place scaffolding on consoles under the ledge of the
building. It is necessary to carry out additional research and resilience to the building's enclosing
structure, since the consoles are based on penetrating anchorages in the building's wall structure.

There are situations  where it is possible to place the scaffolds only along the part of the building's
ledge and the walls of the end are attached to other houses, which makes it impossible to install the
scaffolding. In these parts, as well as parts where there is No active o peration but movements of
workers are possible, it is necessary to install a railing system that is easy to mount and dismantle
and also serves as a stable protection. Railings of this type must also be placed around openings in
coverings.

In addition tot hose collective protection means, in order to ensure additional safety, there are
anti -fall protective networks which provide additional protection, if one of the above -mentioned
means has not worked. Such a solution is not particularly popular in Latvia. Nets may be used under
covering openings for different areas where it is possible to fall to a lower level.

A typical risk is the fall of unattached instruments from great height. To reduce this risk, it is
recommended not to keep the materials on the roof which can easily change their location, and
workers should choose different modern solutions so that the instruments falling out of hand are
provided with an anti  -falling mechanism.

Working on the roof mostly involves a complicated working area and uncomf ortable working
poses. To minimize these risks, a variety of mechanisms, such as wooden, aluminium or scaffolding
type ladders, can be used that allow to stay in one of the work areas without additional effort. The
ladders are usually hooked by the ridge a nd they can be selected by the required length.

The proposed collective protection solutions contribute significantly to the prevention of fatal
accidents, as well as reduce the risks to third parties, while the safety of the workers themselves
should cert ainly provide for personal protective equipment. There are many and different methods
of roof coverings, for example, flat roofs are often encased by a method of melting where open fire
is used. Metal works use a method of soldering, the surface is purifie d mechanically or chemically
and, respectively, chemical vapours appear, followed by soldering. In order to reduce risks to health
and the potential development of an occupational disease, it would be necessary to apply all the
necessary personal protectiv. e means to the specific nature of the work:

M1 achin-strap hel met t hat ensures that the hel met i's not

9 protective footwear S3 with toe protection, the upper part shall ensure that moisture does not
penetrate, oil and petrol r esistant, anti -static and non -slip soles;

1 protective clothing securing against mechanical fittings and appropriate to climate conditions and
allowing easy movement;

1 protective goggles against mechanical shocks;
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respirators appropriate for the specific natu re of the work;
hearing aids, easy to use and used, as appropriate, when noise is above 80 dB(A);
1 gloves against mechanical resistance, tailored to the specific nature of the work and the climate
conditions of the moment;
9 fall prevention systems (restricti ng systems, job positioning systems) and fall stop systems.
The reports of the State Labour Inspectorate and practice often show that major infringements
relate to disassembly and operation of scaffolding. Before the scaffolding is installed, it is importa nt
to prepare the ground, the base where it will be placed. It is important to ensure that the ground is
sufficiently stable and does not lead to decay. It is important:
1 to test the stability of the ground,;
 to seal the bottom or to build a stable base;
1 to make sure that works are not carried out in the immediate vicinity, which could create particular
risks for the loss of stability of scaffolding;
to make sure that rain water will not lead to ground erosion;
use base plates in the case of flat base to prev ent slipping;
scaffolding must not be based on hollow building materials or bending wood parts (Legally Non -
Binding Guidanceé, 2008).
It is mandatory for the assembler to verify their condition before assembling the elements, to
replace the damaged parts w ith the corresponding undamaged ones. For scaffolding in the vicinity
of air lines, electrical installations and scaffolding on the roof of high -rises, grounding is
recommended. Scaffolding base must be located on a secure base.
Prior to the assembly of sc  affolding, the responsible specialist must draw up plans for the
assembly, dismantling and use of scaffolding (scaffolding plan), which must include information on
the overview and side  -view of the structure of the scaffolding, the location of the scaffold ing structure
at the site (at the building or other site), the dimensions of the scaffolding structure (length, width,
height, area placements, diagonal placements, anchorage points and mountings) and restrictions on
use. The scaffolding must be assembled, operated, dismantled and maintained in accordance with
the requirements of the manufacturer and lessor, the instructions for use, the technical
documentation and the scaffolding plan. Scaffolding must be mounted in full assembly (Labour

Protection Require ments..., 2014).

Improvements in performing instructions for reducing the causes of risks
Analysing the causes of accidents in the construction sector, it can be concluded that the causes

of accidents involving poor performance or lack of quality of labour protection instructions (lack of
compliance with safety regulations or instructions, unsatisfactory instructing and training of workers,
use of unacceptable or inappropriate working methods, insufficient attention) are 64,6 % .

In the second half of 2018 t he authors had made a survey among employees of more than 10
construction companies in Latvia in the field of labour protection. Survey results showed that 66 %
of those surveyed received the full instruction. 11,4 % are not instructed at all when job duti es
change. 25,7 % do not receive new instructions, and most mention that the instructions are received
in the work area or in the dressing room.

These statistical indicators clearly show that there is need for improvements and arrangements
inthe conducto finstructions. The success of this process requires a system governing the procedures

in which employees should be instructed and their knowledge checked.
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In spite of the implementation of the system, important nuances should be highlighted, which

would e ncourage labour protection instructions to be of better quality and make employees

understand them better:

1 instructions must be simple and specific without complex words and legislative points;

§ instructions must be carried out in rooms intended for them, n ot at the workplace or in the

dressing room;

the employees must be paid for the time spent on instructions;

in relation to the fact that a large proportion of employees in Latvia do not understand the Latvian

language and are from other countries, it is de sirable to perform the instructions in a number of

languages, in Latvian and in a language that is understood by the employee;

the use of easily perceived images, infographic images;

instructions must be short;

let the instructed ask questions, if any.

Con clusions, proposals, recommendations
In carrying out the assessment of the risks of work environment in the field of construction in

Latvia, the authors of the work concluded the following.

1)

2)

3)

4)

Construction workers are exposed to many and different combination s of risks to the working
environment, since very often a number of risks to the working environment are simultaneously

exposed and are able to reinforce each other's effects, such as concreting, bricklaying, finishing

works etc. The short time limits for carrying out works contribute to this.

Accident statistical data indicate that accidents take place in case of a lack of attention of
employees and failure to comply with the specified labour protection requirements. These
accidents are based on poor instr uction and monitoring of the labour protection plan, as well as

lack of time and costs that contribute to stress, leading to errors of negligence and forgetfulness.

The result is an accident.

The most important risk factors for the working environment in ¢ onstruction are: mechanical
and traumatism factors, physical factors, chemicals, dust, ergonomic factors, psychosocial

factors and biological factors. The main factors leading to accidents include working at a height

without collective and personal protect ive means, falling objects, stumbling (tripping), electrical
injuries, collisions with heavy machinery, working with hazardous equipment, working in

unforced trenches.

Due to resource and time saving, instructions are carried out even in workplaces or dres sing
rooms, which prevents workers from concentrating and correct perception of instructions. There

is No practical demonstration or No verification of the information that has been heard to

determine whether the worker has received and understood the info rmation of instruction.

During the project execution stage, monitoring and control of labour protection requirements,

including collective and personal protection requirements, should be ensured on the construction

site, as well as making sure that all emp loyees in the construction facility are instructed, trained and

familiar with the labour protection requirements. It is recommended that the following measures

should be taken at the project execution stage.

1)

In order to successfully operate a construction company in the field of job protection, the
company needs an internal system of labour protection. The system does not need to be

international or recognised by any special standards, which requires high costs.
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2) After performing instructions, itis necessar y to control the acquired knowledge; the control could

be in the form of interactive tests. In order to improve the culture of labour protection on the

part of employees, it would be important for the company to create a motivational system for

employees. Forexample, the best employee of the month, who has not violated labour protection

requirements or otherwise provided valuable information about problems at the construction

site, should be rewarded with paid holidays or sponsored entertainment beyond wor

3) To place informative, easily perceivable booklets in the areas of construction sites where active

operations are taking place with the most important information regarding the works to be

perfor med. Pl aced

at ar mdéds | ewveqd dm addiionaf neeanmaf teduciny woul d

risks and would not require major investments.

4) To improve the content and presentation of instructions, short briefings should be supplemented

with easily perceived practical examples, such as how to properly handle an

a respirator. It is advisable to use images or create instructions in the from of infographics.

Instructions should be topical and adapted to the needs of employees. After conducting

035

king hours.

angle grinder or use

instructions, it is necessary to check the knowledg e of the instructed, for example by means of
a test.
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IN POLAND AS ILLUSTRATE D BY THE EXAMPLE OF MALOPOLSKIE VOIVODES HIP
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Abstract . Due to increasing globalization, innovations have become a basic method utilized by enterprises to

gain competitive advantage a nd improve the efficiency of operations. Their introduction is a prerequisite for the

growth of any business, however, in the case of the sector of small - and medium -sized entrepreneurs, the
implementation of new solutions is their way to survive. The purp ose of this paper is to analyse and evaluate the
expenditure made towards innovative activities of SMEs in Poland in 2012 1 2016. Data published by GUS
(Statistics Poland) and Eurostat on innovative activities of SMEs in Poland have been used, with a special focus

on the Magopol skie Voivodeship.

Key words : sector of small - and medium -sized enterprises, R&D expenditure, innovations, sources of funding.
JEL code :032, 039, 056.

Introduction
Due to Polandés accession to the Eur zaeam sdéntificamnd, t he

technical progress, innovativeness of enterprises has become a matter of particular importance. It
should continue to steadily increase as innovations are recognized as an opportunity to meet
challenges made by consumers. For tha t reason, research interest in innovations has not decreased
as evidenced by numerous papers published in the literature. The above is reflected in the basic
importance of innovativeness to the development and achievement of competitive advantage and
the i mproved standard of living of society. The research on innovativeness requires constant activity
of economic entities which not only must observe and analyse changes in their environment but must
also be prepared to embrace them and become their inspirers. All such activities allow to adapt to
the ever -changing environment, respond to its needs and create changes which, in turn, enables
them to create their competitive advantage. Currently, innovations are major factors determining a
countryds s oondmi& devedopnient and a driving force of the entire economy. That is why
efforts to introduce innovations can be seen in all branches of the economy. Innovations have
undoubtedly become both the sign and the requirement of the modern -day civilization prog  ress.
The strategic and multidimensional nature of innovations stems from their variability and a
growing pace of such changes, dynamism and connection of the enterprise and its future, the mutual
synergic pervasion and, finally, their economic effectivene ss. The intensification of innovative
decisions is the product of many variables. Innovative decisions are one of basic sources of gaining
a competitive advantage by enterprises, especially SMEs which, to grow, need innovations such as
new products or serv  ices, hew technologies, organization systems and new markets.
The purpose of the paper is to assess the condition of the investment expenditure on innovations
atsmall - and medium -sized enterprises in Poland with a special focus on the Malopolskie Voivodes hip.
This paper relies on secondary data published in GUS Statistical Yearbooks and Eurostat data. Based
thereon the dynamics of changes in 2012 -2016 has been presented, including both industrial and

service enterprises.

1Author: Tel.: +48 126623452; fax: +48 126623452, E  -mail address: dagzuz@gmail.com
2 The publication was financed from subsidies for maintenance of research potential granted by Ministry of Science
and Higher Education
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1. Innovativeness as an opportunit y for competitiveness of entrepreneurs
The basic purpose for which innovations have been implemented by enterprises, especially SMEs,

is the pursuit of the competitive advantage on the market. The process of constant improvements in
the area of the managem  ent of enterprises indicates a broad range of activities that are required to
be implemented to gain such level of competitiveness that allows a company to gain a strong market
position (W. M. Grudzewski, I. K. Hejduk). The above, however, requires the app lication of various
concepts, methods or techniques of the organization and management of an enterprise (D. Zuzek.
L. Paluch 2016; D. K. Zuzek, |I. Wielewska 2017; |. Wielewska 2017).
From the economic perspective, the most important business innovations sh ould be those
innovations that are of strategic importance, ensuring stable development in the long run. Thus,
access to IT infrastructure, the quality of labour force (education, mobility) and technical and
technological development should be regarded as vital aspects. That is why scientific and innovative
policy plays a very important role in the enterprisesd inm
In order to operate on the European Union market, SMEs face high demands as regards the
introduction of innov  ations. Adapting to the ever -changing customer expectations and fast -paced
technical and technological progress are key to attain a significant market position and can be
possible through the intensification of innovations leading to their improved effecti veness and
competitiveness. SMEs attach special importance to attaining best performance levels by sourcing
properly qualified staff, proper co -operation with the immediate and external surroundings, and
implementing effective production methods responding to market needs. Such factors may build the
image of innovative enterprises and at the same time be their strengths of their operations on a
global market.
The innovativeness of enterprises depends on a number of factors determining its scope and level
and the following may be regarded as major innovation and competitiveness factors (J. Pawlowski
2005):
1 the capacity to invent, create and engage in innovations;
1 the capacity to absorb innovations;
1 the structural capacity to strengthen a competitive positio n, namely, the potential to increase a
market share related to technical and organizational infrastructure;
1 competences of the development of product innovativeness and assortment based on technical
and technological as well as financial potential;
1 the innovation capacity of the technical and technological potential being the degree of
attractiveness and innovativeness of technical and technological means;
1 the capacity to finance innovative activities and activities fostering competitiveness on the marke t.
Modern small - and medium -sized enterprises should be innovative and one should remember that
a business can be regarded as innovative if (A. Jasinski 2005):
1 it has been engaged in a wide range of R&D works or has been relying on the results of such
work s performed externally;
it has spent relatively large expenditure on innovations;
it has been regularly implementing new scientific and technical solutions;

the proportion of innovations in production or services is high;

= =4 -4 A

it has been regularly creating a nd introducing innovations into production, work organization and

the market.
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However, attention should be had to the fact that frequently innovative activities of SMEs are not
based on developing new products or technologies as in the case of large compan ies. Due to financial
limits, they are not engaged in their own large -scale research. Their innovations are strictly related
to market needs and the needs of their potential customers and users, and involve popularization of
new product and technological s olutions created by large entities and research institutions in that

way fuelling faster economic growth.

2. Expenditure on innovations at SMEs
Polish SMEs have been more and more innovative and have been actively engaged in R&D works

and increasingly inte rested in partnerships. The above is also applicable to the growing tendency

among entrepreneurs to take risk being an inseparable part of innovations. Entrepreneurs see

benefits that stem from innovations and have been more and more active in that field, although
there is still much room for improvement as regards the sphere of R&D and innovations.

Research and development expenditure to GDP is regarded as one of key measures of the

economyds innovativeness and technol og iratesof R&P expegdituees s .
is usually higher than the GDP growth rate, however, it is still insufficient ( Table 1).
Table 1
GDP and R&D expenditure growth rates in Poland in 2012 -2016 *
Indicator 2012 2013 2014 2015 2016
GDP growth rate 101.6 101.4 103.3 103 .9 103.3
R&D expenditures 122.8 100.5 112.1 111.7 95.28

“Previous year = 100
Source: 2012  -2016 data by GUS, Warsaw

The above is also confirmed by data pertaining t%
GDP) is clearly below the average EU rate (2 .03 %). On the other hand, the steadily growing R&D
expenditure of SMEs is promising. In 2016 the sector invested, in nominal terms, an amount which
was more than four times larger vis -"-vis 2010 and its share in total R&D expenditure amounted to
65.7 % (in 2010 7 26.6 %). Compared to other EU member states, BERD being the percentage of
GDP was higher in Poland than in Portugal, Slovakia and Latvia (BERD in Latvia was the lowest)

(Przedsiebiorczosc w Polsce /  Entrepreneurship in Poland , 2018).

In 2018, Pola nd ranked 25 ™ in the European Innovation Scoreboard among the so -called
moderate innovators. The strengths of the innovation -friendly environment as per the ranking
included broadband penetration and entrepreneurship whereas innovators and attractive rese arch

systems were the weakest innovation dimensions (https://polska.pl/economy/investments -
projects/poland -climbs -39th -position -global -innovation -index/). On the other hand, in the 2018
Global Innovation Index 1 report Poland ranked 39 out of 126 countries, right behind Bulgaria,
Sl ovaki a and Latvi a, wi t h Switzerl and, Hol | and
(https://polska.pl/economy/investments -projects/poland  -climbs -39th -position -global -innovation -
index/).

A growing number of entrepreneurs have been e ngaged in innovations and the share of innovative
enterprises in industry has been steadily increasing since 2012. Current data pertaining to
innovations by enterprises in 2014 -2016 show that the share of innovative businesses stood at

18.7 % inindustry ( theincrease by 1.1 percentage pointy -on-y)and 13.6 % in services (the increase
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by 3.8 percentage pointsy  -on-y). Increases were also seen among innovation active enterprises. In

2014 -2016 industrial and service innovation active enterprise accounted for 20.3 % and 145 % of
a total number of such entities, respectively (vis -a-vis 189 % and 106 % in 2013 -2015,
respectively) (Przedsinbiorczosc w Polsce, 2018).

The level of innovativeness of enterprises mostly depends on the choice and structure of tools
and instruments of the innovation policy. Changes made by entrepreneurs allow to identify vital
components of the model of an innovation process with the integration of varied and extensive
market relations and flexible adaptation to market requirements a nd possibilities of organization by
the process of continuous innovation being its indispensable elements, i.e. regular product and
service modification. Major reasons why the Polish innovation policy was poorly rated include
(Warunki zdynamizowania innowa cji w polskich przedsiebiorstwaché.
1 anincompatible government strategy as regards the development of technical and technological
solutions or industrial policy,
9 taking basic decisions regarding the directions of the industry development which do not a lways
account for the goals of the entire economy,
insufficient financial R&D expenditure,
1 poor co -operation between Polish scientific and research units and industrial enterprises with
research centers and foreign industrial enterprises,
1 inaccurate and unstable legislation.
Ineffective domestic innovation policy is the result of the weakness of individual segments of the
domestic innovation system and little connection between them (the size and structure of innovation
expenditure, a tax policy, an int ellectual property protection system, a competition policy, a system
of legal norms). Institutions supporting those activities and creating legal and institutional solutions
should develop a new culture incorporating values and attitudes such as entreprene urship, creativity,
expertise, activity, professionalism, the involvement in activities of organizations, the acquisition of
new qualifications and skills with the use of new technologies. A major barrier includes low financial
outlays on innovations which , during the final period of transformation, practically continue to be
invariably low (relative to GDP). Moreover, an important disadvantage of the subject structure of
R&D works carried out in Poland is a relatively high share of basic research via -a-vis applied research
and development works. That results in little chance of joint research by entrepreneurs and higher
education units focused on basic research. Poland lacks sufficient concentration of investment outlays
(on a small scale) on selected field s of knowledge and technology which leads to their dispersion in
various areas, resulting in, in turn, failure to create an expected synergy effect, unlike in, for
example, Finland or Ireland (Wisniewska, J., Janasz K., 2018).
Innovations among enterprises mean engaging in different types of activities facilitating their
implementation and incurring the related expenditure. For years Poland has had a low proportion of
innovative enterprises, both in the industrial and service sectors. Over the past few year s it did not
increase significantly in industry, and in the service sector, after a few years of decline, No increase
was recorded until 2016 (table no. 2). Even though the data shows that the share of innovative

enterprises has been increasing gradually, it still remains unsatisfactory.
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Table 2
Innovative enterprises in Poland in 2012 -2016 [in %]
elzrr:?g:/pe;fg/:s Innovation types 2012 2013 ;f)is 2015 2016
Industry overall 16.51 17.13 17.52 17.58 18.7
Services 12.38 1141 1141 9.79 13.6
I ndustry 11.19 11.01 11.72 11.77 12.4
Services Product 7.05 5.81 6.78 4.82 6.9
Industry 12.44 12.82 12.95 13.03 15.2
Services Process 9.11 8.50 8.39 7.39 104
Sources: Data by GUS 2012 -2016, Warsaw
Based on the analysis of the data in the table, altho ugh the percentage of innovative enterprises
in industry went up by 13.3 % in total over the entire period under analysis (the highest increase
was recorded in 2016), in the case of enterprises engaged in rendering services, until 2015 basically
a downward trend had been observed (a decline by as much as 21 % ) which continued until 2016.
Over the past few years a change in the structure of expenses related to innovations was visible,
both in regard of Poland and the Malopolskie Voivodeship. In 2007 the vast majority of expenses of
enterprises engaged in industrial processing was spent on investments T on average industrial
enterprises spent 85 % of funds on investments and in the Malopolska Voivodeship the average
investment expenditure totaled 79 % . Such s tructure of expenditure is characteristic of regions
which are less deve loped in terms of innovations.
2016 witnessed a change of the structure of expenditure both in Poland and especially in the
Malopolska region. The share of expenditure on investments i n tangibles in total innovation
expenditure of industrial processing enterprises diminished (Poland - 77 %; Malopolska - 68 %),
while the share of R&D expenditure rose (up to 18.5 % and 31 %, respectively). The above may
prove that the investments of indus trial enterprises in tangibles rose which led to the shift in the
structure of expenditure. Such direction of changes may be the effect of the domestic and regional
policy of supporting innovations of enterprises financed mostly with European Funds until 2 020

focusing on R&D works. The above is particularly noticeable in the case of the following voivodeships:

Lubel ski e, Podkarpackie and Swintokrzyskie (cow22%d by t|

which, compared to other voiovodeships, stand out thank s to the relatively higher share of R&D

expenditure (Aktualizacja poggebionej di agnozy innowacyjn
As regards Pol andés GERD, its val u2916.9r thegdaselofthedi mi ni s h

Magopol skie Voivodweship, t h ed skoived uaa upward trends GERD fodee r e n't an

particularly sharply between 2015 and 2016, i.e. by 48 % . Even a sharper rise has been seen in

regard of BERD 1 between 2015 and 2016 in the Malopolska region it went up by 150 % . Such sharp

rise results from the signifi cant increase of R&D expenditure (overall and in the case of enterprises,

as well) with the voivodeshipbdbs insignificant rise of GD

expenditure is the fact that in 2016 the entities seated in the Malopolskie Voivod eship obtained the

highest amount of Smart Growth Operational Program (POIR) funds i the value of funding

agreements in Malopolska amounted to EUR 133.58m, i.e. 8 % more compared to the Mazovian

Voi vodeship which ranked second gA&kzywal nzawadayjpoggeibé one?
It is a positive phenomenon in the context of the regio

that context that GERD is also affected by expenditures incurred by research units whose saturation

293



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 289 -295
DOI: 10.22616/ESRD.2019. 036

(both in the Malopolskie an ~ d Mazowieckie Voivodeships that are in the lead in terms of the value of
that rate) is high.

Compared to the EU average and selected regions, the Mal
was much lower until 2015. In 2016 total R&D expenditure and the R&D expenditure of the sector of
enterprises rose significantly and slightly exceeded the
22 % higher vis -a-vis the EU average and in 2016 BERD was 25 % higher.

Mal opol skads R&Dpereapipae had alsb demens trated an upward trend. Between 2007
and 2015 it rose by EUR 88, namely, the increase by 250 % . Average R&D expenditure per capita is
34 % higher than the domestic average, however, it accounts for nearly 50 % of the analogical
expenditure recorded for the Mazovian Voivodeship. Given the 2016 data, it should be expected that
thetrend will be upward (Aktualizacja poggebionej diagnozy

As regards the comparison of average R&D expenditure incurred by the Malopolska region and
selected European regions in EUR ( per capita ) in 2007 -2015, it is not so favorable. The expenditure
of the Malopolska region in 2015 was 3.9 times lower than the average EU expenditure, but at the
same time such difference has been diminishing year by year. On the other hand, the expenditure
incurred by the Malopolska region has been inc reasing at a faster pace than in the European Union.

Although slow in general, those changes have been showing an upward trend which has a positive

effect on the increase of the regionés innovations.

Conclusions, proposals, recommendations
The increasing innovation expenditure recorded in the case of Polish SMEs is an opportunity to

accelerate Polandbés economic growth. The analysis of the
expenditure showed that it is small industrial enterprises that have been inve sting in innovations and
regularly increasing their innovation expenditure.
SMEs have seen that the Polish economy has large innovation potential and possible R&D activities
that can be undertaken by them have significant impact on the development of moder n product and
process solutions and the scale of expenditure made towards innovations.

1) The change of the structure of expenses towards innovations in Poland has been observed for a

few years, especially in the case of industrial processing enterprises I on average 85 % of the
expenditure and in the case of the Malopolska region -79 %.

2)The Mal opol ska r egi on OpercapiaD costirueeto grawt lu 2087 T 2015, that
figure was EUR 88 higher (the rise by 250 %).

3) Average R&D expenditure per capita of the Malopolskie Voivodeship is 34 % higher than the
average figure in Poland, however, it accounts for less than 50 % of the analogical expenditure

recorded by the Mazowieckie Voivodeship.

Bibliography

1. Grudzewski, W. M., Hejduk, I. K. (2004). Metody pro jektowania system- Methodsofz Ndzani a (
designing management systems) . Difin. Warszawa

2. Jasi GBski, A. (1995). Przedsi ibiAninsovatve enterpiise om ¢the markate n)ja r ynku (
AMarketing i Rynek 0 (Marketing and the Market ). No 3, pp. 2.

3. Pawgows ki, J. (2005). Diagnoza potencjagdgu innowadDagness8ici i konl
enterprisesd innovativeness ahdPrcoanpleNd t®m.gpmrBis?®a @joit ent i al

4. Poland climbs to 39th position in Global Innovation Inde X, Access: https://polska.pl/economy/investments -
projects/poland -climbs -39th -position -global -innovation -index/. Retrieved: 28.12.2018

5. Przedsi fibi or ¢z &SrepreneurBhiplin®Palamd () . (2018) . Mi ni sterstwo Przedsinbi

Technologii ( the Mini stry of Entrepreneurship and Technology )

294



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 289 -295
DOI: 10.22616/ESRD.2019. 036

. Warunki zdynami zowania innowacji w polskich przedsifinbiorstwach
Narodowego Centrum Nauki w Krakowie.( Conditions of the dynamization of innovations in Polish industrial
enterp rises. A report on the implementation of a grant by the National Science Center ) K. PoznaGEska i S.

Sudog (red.). 2016. Wyd. WyUszej Szkogy MenedUerskiej w Warsza
Warszawa

. Wielewska, I., (2017). Eco -innovations and sustain  able development of businesses in rural areas of
Kujawsko -pomorskie Province of Poland [in:] Economic Science for Rural Development. Proceedings of the
International Scientific Conference, No 44, Latvia University of Agriculture, Jelgava, pp. 205-211.

. Zuzek, D. K., Wi elewska, | . (2017). Rola innowacji w generowaniu
Srednich przedsifibiorstw w regionie magopolskim (The role of i
small and medium enterprises in malopolska region) [in: ] Marketing i Rynek, No 10, pp. 798 -807.

.Zuzek, D., Paluch, G. (2016). Wpgyw dziagalnoSci innowacyjnej
(The impact of innovative activities on competitiveness of the SMEs sector in Poland ). Marketing i Rynek,

nol0, pp. 632 i 642.

295



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 296 -303
DOI: 10.22616/ESRD. 2019. 037

MOTIVATION FACTORS F OR REZEKNE MUNICIPAL ITY ENTREPRENEURS TO
ENGAGE IN MENTORING ACTIVITIES

Anda Zvaigzne !, Dr.oec.; IntaKotane 2, Mg.oec.; Daina Znotina 3, Mg. soc.sc. and Inita
Krivasonoka *, Mg.oec.
1.23 Research Institute for Busines s and Social Processes, Faculty of Economics and Business Management,
Rezekne Academy of Technologies; 4Latvian Rural Advisory and Training Centre

Abstract . In recent years, the role of mentoring in entrepreneurship is increasingly discussed by scientists and
the public. The research aim is to identify and analyse motivational factors for entrepreneurs in Rezekne

municipality to engage in mentoring activities. The theoretical literature review done by the authors shows that

mentoring refers to relationships and communication that involve sharing experience and support provided by an

individual who shares his/her knowledge, experience and wisdom to another individual i amentee i whoisready
and who has a wish to benefit from the exchange and to improve his/ her professionalism. The research results
revealed that in Rezekne municipality, entrepreneurs were motivated to get new contacts and cooperation

partners and have an opportunity to do a job benefiting the entire society. However, mentees were motivated by

an opportunity to learn and increase their self -confidence and a wish to successfully start up a business. The
survey done by the authors revealed that mentoring in entrepreneurship in Rezekne municipality could contribute

to the development of unexperien ced enterprises. Mutual communication between potential mentors and mentees

would avoid a lack of information and advice, and sharing experience would develop their initiative. Accordingly,

it is necessary to continue the research started by the authors by establishing a database for and identifying
potential mentors and mentees in the other municipalities of Latgale region who can and are ready to engage in

the business mentor network.

Key words : mentoring, mentor, motivational factors, mentee.

JEL code :AOQO0; L26.

Introduction
Steady economic growth in the regions of the country plays an important role in the growth of

the national economy. Reports, research investigations and publications by the Ministry of Economics

of the Republic of Latvia, the State Re gional Development Agency and the Bank of Latvia indicate
that disparities in income, employment opportunities and output between the central part of Latvia

and the other part of the country, particularly Latgale region and southwestern Kurzeme, continue
increasing (Ekonomikas ministrija, 2017).

To reduce territorial disparities, the government produced the Regional Policy Guidelines for 2013 -
2019 that are, to some extent, a continuation of the Action Plan for Growth in Latgale Region 2015 -
2017 (VARAM, 2017 ). Both documents envisage the improvement of transport infrastructures to
reach development centres and financial and technical assistance for entrepreneurship, the
revitalisation of degraded areas and other activities throughout Latvia and Latgale region in
particular. However, as pointed out by the Ministry of Economics, to achieve faster growth in Latgale,
it is necessary to focus on the development centres of the region by promoting the attraction of
foreign investments and the transfer of technologies as well as the development of industrial areas
and human resources (Ekonomikas ministrija, 2017).

Researcher R.Zvirgzdina who examined business development in the rural areas of Latvia believes
that fostering economic activities in the rural areas require s a comprehensive approach, which would
involve retraining the rural population and creating opportunities for acquiring basic knowledge of

business, general economic knowledge and advice (Zvirgzdina R., 2006). Other researchers who
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examined the entreprene  urial environment in the regions (LU, 2010; LIAA, 2009; Altum, 2017)
referred to the need to apply experience transfer techniques. Such an opportunity is provided by
mentoring whereby experienced mentors transfer their knowledge to mentees. Mentoring is ba sed
on the knowledge and experience of a mentor that allows a mentee to consider his/her disposable
options and resources and encourages the mentee to use them to solve some problem or achieve a
goal (Konstantinova E., Rivza B., 2007).
According to Lursoft  data, the number of liquidated enterprises considerably rose in 2018 (Lursoft,

2019). The problems of the failed enterprises were diverse, yet the key problems, particularly for

new enterprises, were as follows: 1. lack (inaccessibility) of funds; 2. lack of knowledge and
experience;

3. lack of connections and contacts in the relevant business field (Biedriba ALietisko sieviesu
apvieniba ¢, 2012). There are still No unified and complex solutions to meet all the needs in the field

of transfer of knowledge a  nd experience in all the regions of Latvia.

The research hypothesis is as follows: it is impossible to determine the motivational factors for
entrepreneurs in Rezekne municipality to engage in mentoring activities.

The research aim istoidentifyand anal  yse the motivational factors for entrepreneurs in Rezekne
municipality to engage in mentoring activities.

To achieve the aim, the following specific research tasks are set:1.to examine the theoretical

aspects of mentoring; 2.  to assess the results of a surv ey of mentors and mentees in Rezekne

municipality.

Research methods employed: monographic and descriptive; analysis and synthesis, statistical
analysis and sociological methods T surveying and interviewing.

The research conducted a survey of mentors (ent repreneurs) and mentees with the aim of

collecting information and data on entrepreneurs wishing to participate in business mentor network
activities in Rezekne municipality. Questionnaires were sent electronically, enterprise managers were
spoken to in pe rson and interviewed via phone as well as the questionnaires were published on the
Facebook page of the Rezekne municipality local government. Two kinds of questionnaire were
disseminated, appealing to current entrepreneurs being ready to become mentors as well as future
entrepreneurs wishing to learn and get inspired by experienced entrepreneurs. This study was
conducted from November 2018 to January 2019.

The research used the specific literature on mentoring and business development, the legal
framework s and policy documents of the Republic of Latvia and the EU, publications and other
sources, relevant research papers of national and foreign scientists as well as industry specialist

articles on the given topic.

Research results and discussion
1. Theoreti cal aspects of mentoring

In recent years, mentoring as a kind of knowledge transfer became increasingly popular and
widespread in Latvia. This means that a person (mentor) having experience in a relevant field
transfers the experience to a person (mentee) having No such experience or having little experience.

The origins of mentoring are found in Japan, England, Sweden and the USA, yet mentoring soon
became popular in the other European countries as well. The way mentoring is used slightly differs
in each ¢ ountry. In North America, mentoring is mainly used for career growth, and the mentor is

responsible for building up skills and talents in the men
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in European mentoring the mentor helps the mentee to enhance the skills and make success
him/herself (LIAA, 2009).

In Europe, mentoring takes various forms, it has adapted to various purposes and needs and
found diverse uses.

Effective business mentoring is based on the mentor
and communicative skills as well as the encouragement of the mentee in a friendly and positive way
(LIAA, 2012). Mentoring is an effective knowledge transfer process that came to Latvia owing to
assistance provided by the European Commission; itis implemen ted by experienced mentors working
with their mentees (Konstantinova E., Rivza B., 2007). Researcher Stern, however, points out that
the history of mentoring as a knowledge transfer process is long. In Latvia, this approach has been
employed since the 14 " century i masters from various fields taught their apprentices who later
became masters themselves, transferring their skills to others ( Sterns I., 1997 ).

Scientist R.Sullivan stresses the strong relationship between the mentor and the mentee that
creates a safe environment for the growth and development of the mentee (Sullivan R., 2000). This
opinion is supported by researchers who emphasise that the mentor has to be sensitive to the
emotional and intellectual world of the mentee. Sensitivity is the basis for trust in relations between
mentoring participants and better conditions for learning. This perspective of mentoring is typical of
mostly psychology and education researchers (Konstantinova E., 2008).

Researcher E.A.Ensher defines mentoring as Aé p r u d dormation of pairs of persons with
different experience and skills with the aim of contributing to the growth of, and building up specific
skills in |l ess e x p 6 r(BngherckeAd ep alr,s2002)x dccording to researchers

D.Clutterbuck and D.Megin  son, the mentor becomes a trusted person and, giving assistance,

6s

achieves considerable change in the menteeods kneewd.edge,

2005).

Mentoring could be characterised as bilateral Acommunicative relations 0 that consisto fverbal and
nonverbal behaviour and whose goal is to offer or request assistance. Performing this dialogue
communication, mentors develop and give relevant messages that are referred to as a specific
communicative behaviour or 0 n e benefiting sprdenne archelping othessi me d
(Burleson B. et al., 2002). This implies mentors have to regularly adapt their communication in order
to understand the needs of the other party; therefore, both parties need an understanding of their
communication sty le and a wish to objectively assess the behaviour of the person assisted (Radu
Lefebvre M., Redien -Collot R., 2013).

The literature review of mentoring has revealed that gender effects on mentoring programmes
are extensively analysed and researched. In th e world, most of the mentors are men, as the men
are those who take leading job positions at many companies. It has been found that mentors play a
great role in menés career growth and even a greater
et al., 1994). As found in research studies, both male and female mentees confirmed that they were
more satisfied with the mentors who provided psychological support for their career growth. It was
found that the relations between the mentor and the mentee could range f rom excellent to very
unsatisfactory (LIAA, 2009). This allows concluding that mentors themselves do not guarantee
growth, yet the quality of growth depends on the relations between the mentor and the mentee or
more precisely, consistency between the mente eds needs and the mentords

needs (LIAA, 2009).

298

at

k

W

r ol

abi



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 296 -303
DOI: 10.22616/ESRD. 2019. 037

The authorsdé theoretical l'iterature review indicates t
communication that involve sharing experience and support provided by an individual who sh ares
his/her knowledge, experience and wisdom to another individual T amentee i whoisready and who

has a wish to benefit from the exchange and to improve his/her professionalism. Since mentoring
requires the mentor to go deepmdandthe mattarsto teeliscossed,thee 6s pr o bl
mentor does not teach but encourages the mentee him/herself to make a decision.

Further, the authors analyse the results of a survey of mentors and mentees in Rezekne

municipality.

2. Results of the survey of mentor s and mentees in Rezekne municipality
The quantitative survey of entrepreneurs was conducted from November 2018 to January 2019.

Among the respondents, women represented 18.2 % and men 81.8 %; the highest percentage
(36.4 %) was found for the group aged 41 -45 who had a Bachel or 6slevalegr ee
professional higher education (36.4 %) in natural sciences (36.5 %). Among the mentees, 52.6 %
were women and 47.4 % were men; the highest percentage (31.6 %) was observed for  the group
aged 26 -30 whohad aB achel or 6s de gr deeel professisnal chigherdeducation in social
sciences (36.5 %).

The surveyed enterprises engaged in mentoring were divided into three -categories:1.
microenterprises (0 -5 employees) 1 72.7 % of the total respondents;2. small ente rprises (6 -10
employees) i 18.2 % of the total respondents;3. medium enterprises (31 -40 employees) i 9.1 % of
the total respondents.

The participation activity of entrepreneurs (mentors) in the survey was low in Rezekne
municipality. Only 11 questionnaires were received back from entrepreneurs (mentors) and 19 from
future or new entrepreneurs (mentees).

Based on the information available in public databases and on the Internet, 98 enterprises
registered in Rezekne municipality ( Table 1) were selected; the e  nterprises were sent an invitation
to participate in the online survey conducted by use of the indirect surveying method (information
on the survey was sent to the potential respondents via email, requesting them to fill in a
questionnaire electronically o n the portal google.com. The invitation was sent twice T inthe beginning
of November 2018 and in December (the second one was a reminder about the participation in the
survey). In view of the low activity of entrepreneurs, the authors made a decision to d o interviews

by phone, speaking to every potential respondent in person and filing in questionnaires themselves.

Table 1
Characteristics of the sample reached
Kind of study Number

Number of email addresses that were sent an invitation to participate in 08
the survey

Number of completed web questionnaires 12
Telephone 1 the number of interviews 25
Size of the sample 37
Number of valid and processed guestionnaires 30

Source: authorsodé study
To reach a larger number of potential mentees, which could be also represented by entrepreneurs

who are establishing their own enterprise or only plan to do it and their contact information is not
available publicly, the authors used an opportunity to publish the questionnaires on the Facebook
page of the Rezekne mu  nicipality local government.
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A questionnaire was filled in for every entrepreneur individually (or it was done by the
entrepreneur him/herself). The research group tested the questionnaires received for validity. The
questionnaires meeting the quality stan dards were prepared for data processing and summarisation.

Among the respondents T Rezekne municipality entrepreneurs (mentors) i, the highest
percentage was found for those representing enterprises engaged in agriculture, forestry and
fisheries, wholesale  and retail trade and repair of motor vehicles and motor cycles (27.3 % ). Of the
respondents, 36.4 % indicated that earlier they worked in another enterprise engaged in the same
field of economic activity; 90.9 % noted that besides entrepreneurship they ha d experience in other
fields, the duration of their enterprises was 6 -10 years (45,5 %) and the average number of
employeeswas 0 -5(72.7 %).

As regards the mentees, the highest percentage was found for those representing enterprises
engaged in agriculture , forestry and fisheries as well as accommodation and food service activities
(21.1 %). Of the respondents, 42.1 % indicated their enterprises were in the process of

establishment.

To identify the factors motivating Rezekne municipality entrepreneurs i potential mentors 1 to
engage in the mentoring network, a question was asked, AWnhat factors motivate you to engage/work
in business mentor network activities as a mentor 0 (n=11)? o (Table 2).
Table 2
Factors motivating individuals to engage in business mentor network
activities as a mentor, (n=11) (respondents could choose several reply options)
Replies Occurrence
Factors % of frequency,
Number total %
Opportunity to do a job benefitting the entire society 4 22,2 36,4
Opportunlty to help others to succe ssfully start up a 3 16,7 273
business
Opportunity to get new contacts/cooperation partners 6 33,3 54,5
Opportunlty to contribute to self -development and self - 3 16,7 273
confidence
Others 2 11,1 18,2
Total: 18 100,0 163,6
aDichotomy group tabulated at value 1
Source: authorsdé study
Of the respondents, 33.3 % referred to  AOpportunity to get new contacts/cooperation partners 0
and 22.2 % i AOpportunity to do a job benefitting the entire society 0 as important motivational
factors. AOpportunity to help o thers to successfully start up a business 0 and AOpportunity to

contribute to self -development and self -confidence 0 were also considered important motivational
factors by 16.7 % respondents. Those who ticked the reply option AOthers 6 wrote that they would
be motivated by guaranteed remuneration or another material benefit.

To identify the factors motivating entrepreneurs T mentees 1 toengage inthe mentoring network,
a question was asked, AWhat factors motivate you to engage/work in business mentor network
activities as a mentee? 0

Of the respondents, 34.5 % considered AOpportunity to |l earn and get
abilities 0 an important motivational factor, while 24.1 % would be motivated by the AWish to
successfully start up a business 0and 20.7 % i bythe AOpportunity to get new contacts/cooperation
partners 0. A relatively low percentage, 6.9 % , of the respondents saw No motivation to engage in
the mentoring network ( Table 3).

300

confi



Proceedings of the 201 9 International Conference "ECONOMIC SCI ENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 296 -303
DOI: 10.22616/ESRD. 2019. 037

Table 3
Factors motivating individuals to engage in business mentor netwo rk
activities as a mentee, (n=19) (respondents could choose several reply options)
Replies
Factors 2 % of Occurrence
0,
Number total frequency, %
Get advice on/a solution to business problems 4 13.8 211
Wish to successfully start up a business 7 24.1 36.8
Opportunity to get new contacts/cooperation partners 6 20.7 31.6
Op_portunity to |l earn and get confi 10 345 526
abilities
No motivation 2 6.9 10.5
Total: 29 100.0 152.6
2Dichotomy group tabulated at value 1
Source: authprsoé stu
The survey data revealed that most respondents T both potential mentors and mentees T
considered purposefulness and persistence to be the most important personality traits contributing
to success in entrepreneurship, 24.4 % and 21.4 % of the total repli es, respectively ( Table 4). The
potential mentors also referred to diligence, love for work and knowledge and education. The
mentees recognised diligence, love for work and the sense of responsibility and duty as equally
important. The mentors, choosing th e reply option AOthers 6 (9.8 % of the total replies), indicated
the following: foreign language skills, optimism and employee management. The mentees (7.1 % of
the total replies), however, specified that the heart had to be put in work, success was needed or
you had to be at the right place and time, contacts were needed, and not only knowledge and
experience.
Table 4
Personality traits contributing to success in business and management, %
(respondents could choose several reply options)
. Mentors mentees
Traits (n =11) (n=19)
Purposefulness and persistence 24.4 21.4
Communicative skills 9.8 125
Knowledge and education 14.6 125
Diligence, love for work 195 16.1
Sense of responsibility and duty 4.9 16.1
Flexibility, adaptation 9.8 5.4
Tendencytor isk 7.3 8.9
Others 9.8 7.1
Total: 100.0 100.0
Source: authorsdé study
The potential mentors, assessing hardships and problems they had faced when starting up their
businesses, noted a lack of capital and funds and a lack of information/advice as the most important
factors. A lack of contacts and cooperation, difficulty in combining family life and work, a lack of a
workforce and problems with selling the product were equally assessed by them.
The mentees, assessing the most considerable barriers to entre preneurship, recognised a lack of

funds, a lack of resources and relevant experience and a lack of initiative as the most important
ones. Besides, 17.6 % of them hoped that they would attract more investment and funds for their
enterprises by means of a me ntor. The survey results confirmed the necessity for a business mentor

network, as well as the need for financial support instruments for entrepreneurs.
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The survey results revealed that neither the mentords ¢
were impo rtant to the mentees, while the mentor had to possess the following traits of character:
esteem, leadership, honesty and talent.

The authorsé research indicates that mentoring in ent|
development of unexperienced enterp rises in Rezekne municipality. Bilateral communication between
potential mentors and mentees would avoid a lack of information and advice, and sharing experience
would contribute to their initiative. Therefore, it is necessary to continue the research star ted by the
authors by establishing a database for and identifying potential mentors and mentees in the other

municipalities of Latgale region who can and are ready to engage in the business mentor network.

Conclusions
1) Mentoring is one of the most effectiv e ways of how to transfer experience among enterprises by

actively sharing knowledge, experience and contacts. Mentoring in entrepreneurship is mainly
used for developing new and unexperienced enterprises.

2) In Rezekne municipality, entrepreneurs are motivat ed to become mentors by an opportunity to
get new contacts/cooperation partners and to do a job benefitting the entire society. Mentees,
however, are motivated by an opportunity to |l earn and g
a wish to successfully  start up a business.

3) The hypothesis put forward by the research did not prove to be true, and, the authors believe,
continuing the research would clearly identify the motivational factors.

4) The survey revealed that most respondents i both potential mentors and mentees 1 considered
purposefulness and persistence to be the most important personality traits contributing to
success in entrepreneurship. The potential mentors also referred to diligence, love for work and
knowledge and education. The mentees, howev er, recognised diligence, love for work and the
sense of responsibility and duty as equally important.

5) It is necessary to continue the research started by the authors by establishing a database for
and identifying potential mentors and mentees in the other municipalities of Latgale region who
can and are ready to engage in the business mentor network.

6) The authors believe that the local government of Rezekne municipality and advisors in
entrepreneurship should promote the dissemination of information about b usiness opportunities,

ideas and experience as well as business success stories, as the survey revealed that mentees

would appreciate an opportunity to learn from mentors i experienced entrepreneurs.
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PROCUREMENT OF ORGANIC FOOD BY LATVIAN SCHOOLS
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12 Faculty of Economics and Social Development, Latvia University of Life Sciences and Technologies

Abstract . Organic and local food are a focus in discussions on sustainable school cat ering systems. A number of
European regions have already implemented public procurement policies that give a priority to the use of organic

food in school meals. At present, Latvia has not designed a single policy on public food procurement. As a result,

progression towards green public procurement is hindered. The research aim is to analyse the public procurement

of organic food by educational institutions in Latvia. The research employed document analysis, the monographic

method and descriptive statistics . A case study of the involvement of certified organic enterprises focused on the

results of the EU -co-funded programme  ASchool Milk and Fruit o for the period 2014 -2017. The research found
that local farmers could provide local schools and kindergartens wi th organic food, as the organic farming system
was economically diversified. Besides, farmers preferred selling their organic produce in the market rather than

using it for self -consumption. The current involvement of certified organic enterprises in publi c food procurement
is low. It is affected by both exogenous and endogenous factors. Strategies on public organic food procurement

should be designed by local governments based on an analysis of the situation in the particular region. The

analysis would all ow identifying territorial factors and market constraints, based on which the local governments

could design an organic food Abasket 0, determining the price and product quality standards.

Keywords : organic food, public procurement, supply chain, schools.

JEL code :Q1; O13; P36.

Introduction
The European Union moves towards environment -friendly public procurement by educational

institutions. Organic and local food is in the centre of discussion on sustainable school catering

systems. It is believed the publi c organic food procurement contributes to the regional economy and
sustainable resource use. Over the last decades, researchers as well as national and municipal

institutions have focused on sustainable food, including organic, procurement by schools (Fili ppini
R., De Nonib I. et al., 2018). At present, a number of European regions have already implemented

public procurement policies that give a priority to the use of organic food in school meals ( Braun L.
C., Rombach M et al., 2018). For example, in the city of Malmo in Sweden, organic food procured
by schools account for 40 % of the total amount of food procured by schools; in Rome (Italy) T
69 %, while in Denmark from 2015 o nwards organic food has to make up 90 % of the total amount

of food procured ( Bi ol ogi sko partikas produktué, 2014) . At presen:
policy on public food procurement by educational institutions. Public procurement is carried out i n
accordance with the Public Procurement Law and Cabinet Regulation No. 172 Regulations regarding
Nutritional Norms for Educatees of Educational Institutions, Clients of Social Care and Social
Rehabilitation Institutions and Patients of Medical Treatment | nstitutions. The economically most
advantageous tender for the supply of food to educational institutions is determined based on a

criteria rating scale. A good illustrative example regarding organic food consumption at

educational institutions in Latvia i s the EU -co-funded Rural Support Service programme for the
supply of vegetables, fruits and milk to schools. To date, the key barriers to the supply of organic

food to schools and kindergartens in Latvia were considered to be high prices and bureaucratic

rules for public procurement. Approximately 20 % of the total amount of food consumed by the
population is the food procured by national and municipal institutions, and a considerable

proportion of it is consumed by schools and kindergartens (Biologiskopar t i kas produktué, 20¢C

The research object is organic food. The research subject is the demand of organic food in the
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public procurements by educational institutions in Latvia. The research aim is to analyse the public

procurement of organic food by educ ational institutions in Latvia . Research tasks :

1 ) to analyse the organic food production output in the years 2012 to 2017;

2) to estimate the consumption trends of fruits, vegetables, fresh milk within the EU co -funded
programmes for public schools from 2014 ti 112017

3) to define the main obstacles for inclusion of organic food within the public procurements for
schools in Latvia.

The research analysed the quantity of organic food produced in the period 2012 -2017 by food
category as well as the consumption of th e organic food. Employing the case study method, the
research analysed previous school food programmes regarding the supply of fruits, vegetables and
fresh milk implemented in the period 2014 -2017 as well as identified the key obstacles to the public

procu rement of organic food by schools.

Research results and discussion
1. Output of organic food in Latvia in the period 2012 -2017

The most popular kinds of organic food in the EU were fresh fruits and vegetables, accounting for
approximately a fifth of the total organic food turnover in ltaly, Ireland, Norway, Sweden and

Denmark. The Nordic countries demonstrated a very high proportion of organic dairy products in

total milk output, while organic meat products were very popular in Belgium, the Netherlands, F inland
and France, which comprised about 10 % of the total quantity of organic food. Organic drinks had a
considerable market share in Croatia and France, wine in particular, accounting for more than 10 %
of the total market ( Organic farming statistics..., 2015).

The organic farming system in Latvia is economically diversified. The dominant organic industries
were crop production (36 %), milk (21 %), beefcattle (9 %), pig(9 %), fruit(8 %), vegetable (8 %)
and goat production (8 % ), while sheep, rabbit an  d poultry production are less popular (Biologiska
lauksaimnieciba..., 2013). In the period 2012 -2017, the highest growth rate was reported for
vegetable production (58.3 %) and hen egg production (31.4 % ), while the production of meat ( -
11.1 %), potato ( -3.9 %) and honey ( -1.4 %) decreased ( Table 1).

Table 1
Output of certified organic food in Latvia in the period 2012 -2017, thou. t
Product 2012 2013 2014 2015 2016 2017 C@’g‘g’ge %
Milk, thou.t 69.1 69.6 74.9 83.5 98 96.5 7.1
Grain, thou.t 56.9 50.9 57.8 77.8 85.5 80.9 8.4
Potato, thou.t 217 19.2 18.1 195 19.6 17.5 -3.9
Meat, thou.t 3.2 3.5 2.9 2.7 1.6 1.6 -11.1
Fruits and berries, thou.t 15 1.9 2.6 2 3.2 25 15.7
Vegetables, thou.t 0.8 3.2 2.4 2.2 2.9 2.7 58.3
Hen eggs (min. pcs.) 0.55 0.55 0.63 1.2 1.6 1.9 31.4
Honey, thou.t 0.25 0.23 0.26 0.5 0.5 0.4 -1.4
Source: authorso6 calculations based on Latvijas |l auksai mnieciba 2015,
In 2017 , the proportions of grain (80.9 thou.t.) and potato (17.5 thou.t) in the total output of
crops w ere the highest, while milk production (96.5 thou.t.) had the highest proportion in the total
output of livestock products. An analysis of ten educational institution statutes in relation to food
purchase through public procurement tendering revealed that the food was divided into 14

categories: 1) milk and dairy products; 2) meat and meat products; 3) frozen products; 4) bread
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and bakery products; 5) non -perishable foods; 6) eggs; 7) sugar; 8) fruits and vegetables; 9) apples;
10) blackcurrants; 11) potato ; 12) cabbage; 13) carrot; and 14) red beet. This allows concluding
that out of the 14 categories, sugar and part of non -perishable foods, e.g. rice, salt and cacao, are
not organic products. Any educational institution procures food in accordance with the Public
Procurement Law; therefore, the procurement procedures and documentation are the same. The
tendering process is usually carried out in summer. This, in its turn, makes planning operations and
supplying the products difficult for businesses. Besides , procurement documents prescribe one
winner in each product category, which, in its turn, prevents organic farms from supplying, for
example, buckwheat in case the farms cannot supply another kind of non -perishable foods. In this
way, educational institut  ions give advantages to wholesalers rather than local farmers.
According to a fact sheet website on the European Union, a large number of self -consumption
farms is characteristic of Latvia (Faktu lapa par..., 2015). Basic data on organic food are shown in
Table 2. The authors identified the situation with organic farming based on a case study.
Table 2
Production, sales and self -consumption of organic food in Latvia in the period
2012 -2017, thou. t
2012 2017 Change in
Primary quantity
products Produced Sold Self - Produced Sold Self -consumed sold
consumed 2017/2012
Milk 69.1 56.66 12.44 96.5 79.23 17.27 22.56
Grain 56.9 19.35 3755 80.9 36.97 43.93 17.63
Potato 21.7 4.56 17.14 175 6.20 11.31 1.64
Meat 3.2 2.94 0.26 1.6 1.40 0.20 -1.54
E;‘::Z agd 15 0.77 0.74 25 1.04 1.46 0.27
Vegetables 0.8 0.18 0.62 2.7 0.93 1.77 0.75
Hen eggs 0.55 0.26 0.29 1.9 0.79 1.11 0.54
Honey 0.25 0.16 0.09 0.4 0.21 0.19 0.05
Source: authorsdé calculations based on Latvijas | auksai mnieciba, 2013,
In2012,assh ownin Table 2,the most market -oriented commodities were milk, meat and honey.
The proportion of quantity sold for the mentioned commodities exceeded 70 % , whereas the other
commodities T grain, potato, fruits, berries, vegetables and hen eggs i were main ly self -consumed.
In 2017 compared with 2012, the kinds of market -oriented commodities have not changed, yet
overall the quantity sold increased for all the product categories, except meat. This means organic
farmers perceive this kind of farming as a sour ce of profits and consider sales opportunities,
environmental protection and healthy nutrition.
Overall, one can conclude that educational institutions can potentially purchase organic food. An
illustrative example regarding organic food consumption at ed ucational institutions in Latvia is the
EU-co-funded Rural Support Service programme for the supply of vegetables, fruits and milk to
schools.
2. Organic food for the EU -co -funded programme ASchool Milk and Fruit 0
The EU-co-funded programme ASupport for Pu rchasing Dairy Products for Educatees 0 or the

ASchool Milk 6 programme is one of the single market support instruments, even though the key
objectives of the programme pertain to promoting healthy nutrition and milk consumption among
schoolchildren rather t  han market regulation. On 1 October 2015, the principles of calculation of

national co -funding rates were changed, pegging the rates to the quarterly change in milk purchase
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prices ( Table 3). Furthermore, the national co -funding rates were differentiated a ccording pack
volume (packs sized less than 250 ml and packs sized more than 250 ml), including the possibility

to set an extra subsidy for milk produced in compliance with organic farming scheme requirements.

At the same time, maximum support thresholds ( comprised of EU funding and national co -funding)
and maximum costs pertaining to milk processing, packaging, transport and distribution applicable

to every academic year were set as well. In Latvia, any milk producer, dairy product distributor, the

educati onal institution itself as well as the local government in whose administrative territory the

particular educational institution is located may participate in the programme. The programme is
administered by the Rural Support Service. National co -funding is granted for the supply of
pasteurised drinking milk (without additives, flavourings, sweeteners etc.) to preschool and general

education 1 st-9™-year educatees. The educatees are given an opportunity to get a glass of milk (up

to 250 ml) free of charge ev ery day owing to the national co -funding. In the reporting period from

the academic year 2014/2015 through to the academic year 2016/2017, the implementation of the

programme  ASchool Milk & continued expanding in terms of amount of support paid and number o f
educatees involved. For example, the amount of support paid (EU funding and national co -funding
put together) in the reporting period rose by 4 % or EUR 111.4 thou., while the number of educatees
who received dairy products under the programme increased by 8.2 % or 17.8 thou. ( Table 3).
Table 3
Implementation of the programme ASchool Milk 0 in the academic years
2014/2015 7 2016/2017 in Latvia
Academi 2014/2015 2015/2016 2016/2017
N - cademic year (01.09.2014 - | (01.09.2015 - | (01.09.2 016 -
Characteristics 31.08.2015) 31.08.2016) 08.06.2017)
Number of educational institutions involved 1037 1086 1083
Number of educates, thou. 217.6 233.1 235.4
Quantity of milk and dairy products, t 4176.6 4761.9 4220.3
Purchase price of non —pasteurlsed milk, the 0.1869 0.1869 0.1869
average fora 3 -year period, EURI/I
Support per litre of non - pasteurised milk, EUR/I: X X X
Organic milk 0.9137 0.8945 1.0198
Other milk 0.8763 0.8751 0.9824
Bidders involved in the programme 115 115 115
Certified organic enterprises 0 0 0
Conventional enter prises 115 115 115
Support paid (EU and national funding), thou. EUR 29435 2853.3 3054.9
incl. EU funding, thou. EUR 758.0 864.0 765.9
incl. national funding, thou. EUR 2185.4 1989.3 2288.9

Source: authorsdé calculations bas edricoltaore iR@@®rBdata,2@l7 Mi ni stry of Ag

In the period of analysis, as showed in Table 3, not a single certified organic enterprise
participated in the School Milk programme, even though the output of organic milk rose by 7.1 % a
year in the period 2012  -2017. This mean s schoolchildren could be provided with organic milk, yet it
was not done because out of all the procurement eligibility criteria, the priority was given to the
lowest price on milk.

However , the European Commission programme ASchool Fruit oisawayhowth e Member States,
using national and EU funding, can provide schoolchildren with free fruits and vegetables with the
aim of increasing the consumption of the products as well as contributing to healthy eating habits
among the school children. In the academi c year 2016/2017, 780 schools participated in the

programme 1 0.1 % fewer than in the previous academic year T, yet the number was larger than
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Table 4). Under the programme, schoolchildren received 100

swede and pumpkin) or a portion of assorted products free of charge three times a week.

uits (apples, peaches and large cranberries), vegetables (cabbage, kohlrabi, carrot,

Table 4
Implementation of the programme ASchool Fruit 6 in the academic years
2014/2 015 i 2016/2017 in Latvia
Academi 2014/2015 2015/2016 2016/2017
o » cademic year (03.11.2014 (02112015 i | (01.11.2016 i
Characteristics 27.02.2015) 26.02.2016) 17.02.2017)
i -0

Number of schoolchildren % of the tptal 927 94.4 97.4
number of general day -school schoolchildren
Number of educational institutions involved 793 781 785
Quantity of fruits and vegetables distributed, t 711.7 719.0 684.8
Fruit and vegetable subsidy rate, EUR/100 g X . 0.12/0.16
(unpacked/paced)
Subsidy if products are organic, EUR/100 g X X 0.03
Bidders involved in the programme 132 122 267
incl. certified organic enterprises X X 5
Etﬂoon paid (EU and national funding), thou. 1109.2 11141 1080.0
incl. EU funding, thou. EUR 850.2 774.6 827.8
incl. national funding, thou. EUR 259 259. 4 252.1

Source: authorsdé calculations

based on

RSS

and Ministry

of Agriculture

The Table 4 data allow concluding that the amount of vegetables distributed varied from year to

year. Out of all the fruit and vegetable suppliers approved by

organic enterprises: the farm ALiepkalni -Vezi

cooperative AZalais Grozs 0,the farm  AMlazie Gavari 0 and the agricultural service cooperative

the Rural Support Service, five were
o, the farm  AKurpnieki 0, the agricultural service

ALatgales

Ekoprodukti 0. In gen eral, one can conclude that farmers were reluctant to participate in the school

food programmes.

3. Barriers and potential solutions to the inclusion of organic food in school food

programmes

Organic food procurement is a structured set of activities affe

it is the seasonality of and logistics for

organic foods (Sonnino, 2009; Risku

cted by a number of factors. First,

-Norja and Loes,

2016; Mikkelsen and Sylvest, 2012). For example, the Riga Waldorf School has hired a cook who

prepares dishes from seasonal p

impact of seasonality on the school menu. As pointed out by the director of the school,

enterprises can be flexible enough, yet they are often reluctant to purchase domestic vegetab

their profits depend on the costs of inputs they buy

roducts without using imported vegetables in order to reduce the

Acatering
les, as

o(Biologisko

same time, a study done in Northern Ireland revealed that the introduction of organic food has to be

the initiative by catering enterprise managemen

and certified products have to be also taken into accou

t, and the policies of local governments on domestic

nt (Filippini R. , Nonib De I. At al., 2018). In

the opinion of the authors, the shorter the food supply chain is, the easier the communication amo ng

the parties involved is and the higher the confidence

in product quality is. In Latvia, public food

procurement requirements usually prescribe that the distance for the delivery of the food has to be

less than 100 km. This, in its turn, restricts the de

livery of food to cities from remote rural areas.

Besides, food with short expiry dates (bread and bakery products, milk and dairy products, meat and

meat products) has to be delivered three times a week, while the other foods have to be delivered

one-two times a month. In the opinion of the authors, educational institutions have to take into

consideration the frequency of food delivery by farmers when producing their public food
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procurement rules. The logistics cost decreases farmer profits. For this reaso n, optimum, i.e. longer
delivery times should be set for the food that could be stored for a long period.

Second , unlike wholesalers that can often meet quality standards and food safety and hygiene
requirements, domestic organic food suppliers are unable to meet quality standards (Risku -
NorjaandLoes, 2016). For this reason, wholesalers are better suited for public procurement by
schools in urban areas, as they can supply the required quantity of food within the desired delivery
time and at the required qua lity.

Third , organic food prices are considered to be one of the most important disadvantages of
organic food, as organic food consumption is not viewed from the environmental and economic
perspectives. (Mikkelsen and Sylvest, 2012).

Fourth, the inclusion of organic food in public procurement largely depends on the parties
involved: national institutions, catering enterprises and local governments (Galli et al., 2014).
According to the director of the Riga Waldorf School, Aorganic food could not be procure d without
support provided by parents and the understanding of the administration of the school that it is worth
investing more time and changing practices in order that the schoolchildren can consume domestic
organicfood 0( Bi ol ogi sko parti26ld)s produkt ué,

Fifth , the inclusion of organic food in school food programmes depends on market constraints ,
e.g. the availability and cost of organic food compared with those for conventional food (Mikkelsen
and Sylvest, 2012; Risku  -Norja and Loes, 2016).

Sixth , the structure of organic food procurement might be affected by territorial factors that,

on the one hand, indicate the type, diversity and spread of organic farms in the region and, on the

other hand, pertain to other territorial aspects, e.g. population d ensity, age structure etc. (Torjusen
et al., 2004; Lehtinen, 2012) . In the opinion of the authors, procurement documentation has to be
prepared in a timely manner T inwintermonths i so that before sowing, farmers know the quantities

of vegetables needed  to be supplied next autumn. Unfortunately, practice shows that national and
municipal institutions announce calls for tenders in summer when farmers have sown their fields and

have already made contracts with potential buyers.

Conclusions, proposals, recom mendations
1) Public organic food procurement could be a significant local economy instrument for promoting

sustainable food consumption. In Latvia, farmers could provide local schools and kindergartens
with organic food, as the organic farming system is eco nomically diversified. Besides, farmers
prefer selling their organic produce in the market rather than using it for self -consumption.

2) At present in Latvia, certified organic enterprises are reluctant to participate in public
procurement. In the period 2014 -2017, five entrepreneurs participated in the programme
ASchool Milk and Fruit 6, while not a single entrepreneur offered to supply organic milk to schools
and kindergartens. At the same time in Latvia, the output of organic milk and fruits as well as
veget ables exceeds the demand for them.

3) The participation of certified organic producers in public food procurement is affected by both
exogenous and endogenous factors. Strategies on public organic food procurement should be
designed by local governments base d on an analysis of the situation in the particular region. The
analysis would allow identifying territorial factors and market constraints, based on which the

local governments could design an organic food Abasket 0, determining the price and product

310



Proceedings of the 201 9 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 305-311
DOI: 10.22616/ESRD.2019. 038

quali ty standards. Institutions announcing calls for tenders have to take into consideration

agricultural seasonality, which affects the production and sales of agricultural products.
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TRENDS OF THE PROCES  OF MODERNIZATION OF FARMS MANAGED BY YOU NG
FARMERS
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Abstract : The paper presents an analysis of the farms manager by young farmers. The research was carried out

in 2018 in the Warminsko ~ -Mazurskie Voivodeship and included two groups, including 32 young farmers and 48

farmers aged 40 or over. Participants of the study were farmers who cooperate with the Warmian -Masurian
Agricultural Advisory Center and run development farms, with a commodity character of production.

The aim of the research was to find the answer to the question whether young farmers using p references under
the Common Agricultural Policy are more willing than other farmers to modernize the farms which they manage.

In the group of young farmers covered by the survey, the average area of farms managed by them was 31.47 ha,
while in the case of ~ farmers over 40 years old an average area of their farms was 112.46 ha. Older farmers owned
3.5 times larger farms compared to representatives of the group of young farmers. Young farmers worked on

their own, while the older farmers mostly employed hired w orkers. The modernization of farms was mainly
financed by own capital, while all of them, without exception, used the available support for modernization of the

farm. Due to the high costs of modernization of production, and above all the necessity to incr ease its scale by
purchasing land, further development of farms run by young farmers will be slow, evolutionary, as was the case

for farms run by farmers from the comparative group.

Key words : young farmers, modernization, farm

JEL code : Q12

Introduction
Poland is perceived as a country with great potential for agricultural production. The inclusion of

Polish agriculture under the Common Agricultural Policy (CAP) favored and continues to support the
processes of its restructuring and modernization (Stankiew icz 2010; Wozniak 2013; Sikora 2014).
The possibility of benefiting from co -financing motivates farmers to modernize their farms, thus
strengthening their market position (Dziwulski 2013; Tomczyk 2014).

However, in the opinion of many experts, despite the obvious impact of funds from the EU budget
on investment opportunities of farms, the scale of impact of these funds on innovation and
competitiveness of farms, especially those run by young farmers, has not yet been identified in detail.
Although this situ  ation is changing and there are new publications addressing this issue (including:
Poczta 2013; Jozwiak, Zietara 2013; Young f aéd mx0k®; Adamowicz, Szepeluk 20
atal . 2017 ).

One of the strengths of Polish agriculture is young age of agricul tural producers compared to other
European countries. In Poland there are 14.7 % of all farmers managing farms who are under the
age of 35, while inthe EU  -27 an average of 53.1 % of farmers are people over 55 (23.5 % - inthe
range 55 -64 years, 29.6 % - over 65 years), and only 24.2 % of owners are under the age of 44
(7.5 % - under 35years, 16.7 % - intherange of 35 -44 years) (Kania 2014). The age of the farmer
is a factor that influences the production and economic results as well as the development p otential
of the farm (Rovnl et2ad 2617). Hiweden it is Kifficult to specify the concept of
young people / youth and characterize them strictly as a separate category among various other
groups and social groups. Young farmers in the EU, un der the CAP, are covered by special
intervention policy instruments. According to the Regulation of the European Parliament and the EU

Council No. 1307/2013 of December 13, a young farmer is a person who has not exceeded 40 years

t Author: Tel.: +48 605850187; E -mail address:  zbr@uwm.edu.pl
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of age and starts an agric  ultural activity or runs a farm for No more than 5 years. Generations of
young farmers depend on the possibilities of further agricultural development, including ensuring the
continuity of functioning of commercial farms.

Undoubtedly, strengthening the sup port for young farmers is justified by the greater potential of
innovation and entrepreneurship of this group of farmers and their openness to innovation and
understanding the need to solve environmental problems. As many researchers have noted, the
suppor t of this group of farmers allows to increase the dynamics of the agriculture modernization
process and ensure long -lasting, stable development (Kania 2014; Mickiewicz, Mickiewicz 2015;
Adamowicz, Szepelek 2016). However, the fundamental question is whethe r the implemented
support mechanisms are effective in solving the problems of young farmers.

At a conference organized by the European Council of Young Farmers (CEJA) in Luxembourg in
July 2015, a discussion was held on the prospects for agricultural polic y and the main challenges
regarding the development prospects of European agriculture were identified, including: increased
social expectations towards agriculture (relating in particular to environmental protection, animal
welfare, combating climate chang e) and increased demand for biomass. In 2015, CEJA adopted at
the conference in Milan the so -called Young Farmer's Manifesto, which draws public attention to a
number of key issues covered in the following areas:

i transition to a circular economy in order t o reduce food waste and improve the functioning of the
food chain; more fair treatment and protection of food producers,

1 strengthening young farmers in the implementation of sustainable development and
environmental protection,

1 support in the use of innova tive solutions that give the possibility of more production with less

use of resources,

1 enabling young farmers to create new jobs in rural areas and increase their share in building

economic growth, including their share in trade ( Young Farmer ... 2015).

An analysis of family farms shows that young farmers obtain better management results. This is
evidenced by the productivity and profitability of all production factors, and especially the indicators
referring to the use of labor resources ( Needs of young ¢é 2014)

In Poland, young farmers have benefited from support for the start -up of the agricultural activity
since 2004. This support is provided as part of the measure which can be generally referred to as a
APremium for young farmers 0 (the name of the measu  re differs in particular programming periods).

It is also noteworthy that according to the Agency for Restructuring and Modernization of Agriculture
(ARMA) data, in 2017 4112 people applied for 100 000 grants for young farmers, which is almost
20 % more ap plicants than in the previous year (3433 applicants). In view of the above, not only an
assessment of the effects of the previously provided support but also the eligibility criteria are of
importance (ARMA 2018).

The funds transferred under the CAP have a n impact on the level of income from agricultural
production (Lorencowicz, Cupial 2013). Although agriculture is an important link in the agribusiness
sector, its share in favor of other sectors of the sector is gradually decreasing. At the same time, this
decrease is compensated by the increase in efficiency, management effectiveness as well as the
quality of production. The success of agricultural producers is most often defined by the ability to
innovate, especially those of a technological and organizat i onal nat uetal 2018).1Ykung
farmers are more open to new technical, technological or organizational solutions, and are more

inclined to realize investments (Mickiewicz, Mickiewicz 2015). For this reason, young farmers are
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particularly supporte  d by the EU by means of the Common Agricultural Policy instruments. This also
applies to future agricultural policy 2021 -2027.

Itis young farmers from who efficient farm management is expected. The literature on the subject
emphasizes that the succession of generations among farm managers contributes to the
improvement of the quality of management processes (Lobley et al. 2010; Burton 2012; Dudek

2016; Czekaj 2016). Relatively young age and higher level of professional qualifications of farmers
are conduci ve not only to modernization processes in farms (eg. introduction of innovations,
intensification of investment activities), but also to improvement of economic results and
environmental sustainability of agricultural activity (Wrzaszcz 2012).

In addition , young farmers are more open to changes in the environment. They can much more
easily and more often than other farmers develop and diversify production, but also undertake non -
agricultural activities (Meert et al. 2005). The production decisions taken, i n turn, may affect not

only the condition of farms, but also the economic situation of the rural population.

Materials and Methods
Research on the analysis of the development of farms managed by young farmers was carried

out in 2018 in the Warminsko -Mazur skie Voivodeship. For comparative purposes, they included
selected two groups of farmers, including 32 farmers meeting the EU criterion of Ayoung farmer 0 and
48 farmers aged over 40. All research participants were covered by agricultural advisory service a nd

managed highly commercial farms. The aim of the research was to answer the question whether
young farmers who benefit from preferences under the Common Agricultural Policy are more willing
than other farmers to modernize their farms. As research conduct ed in EU member states shows, a
significant percentage of representatives of this group declares their activity regarding the
modernization of their own farm ( Young farmers' ... 2015). Investors are also willing to invest in old
age farmers who run develop ment farms. For this reason, a comparison was made between young
and old age farmers managing farms recognized as development farms.

The farms were selected using a multi -stage sampling method, namely in the first stage a group
of farmers managing highly c ommercial farms from the database of the European Farm Accountancy
Data Network (FADN) have been selected for research, followed by a simple random sampling among
units of economic size ( turnover in euros) above EUR 25,000, divided into two groups - those
managed by young farmers and others. Advisers from the Warmian -Masurian Agricultural Advisory
Centre conducted interviews with randomly selected farmers from both groups. The basic research

tool was a research questionnaire.

Results and Discussion
Charact eristics of the research subjects' farms

Observation of the condition of agriculture in the EU member states indicates that the decisive
factor in the nature of production, despite the technological, organisational  or biological progress
being made, is the  agricultural land. Large farms are able to introduce new technologies, improve
the system of work organization, enter the food markets. There are in total 65101 farms in
Warminsko -Mazurskie Voivodeship, including 64848 farms with crops. The average size o f individual
farms conducting agricultural activity is 18.40 ha. Against this background, the average area of farms
young farmers participating in the study was 31.47 ha, while the area of farms run by other
participants in the research, ie farmers over 40 years of age was 3.5 times higher and amounted to

112.46 on average. ha.
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In the Warminsko -Mazurskie Voivodeship, in 2013, a total of 59,833 full -time employees worked
on the farm, while the total number of employees included the contribution of hired work ers, casual
employees, contractors and neighborly help. Out of all those employed in private farms the vast
majority, as much as 85.7 % was the family labor force (in Poland 91.2 %), while in farms
participating in the research of young farmers, the family labor force accounted for 95.2 %, and in
the comparative group - 794 %. The vast majority of research participants over 40 years of age
employed hired workers using various forms of employment.

Animal production is another important area of analysis. Liv estock includes: equines, cattle, pigs,
sheep, goats, poultry, rabbits, fur animals, bee stumps and other animals kept on the farm for meat
production. In the case of agricultural holdings operating in the voivodeship, farm animals were
maintained in 53.8 % of individual farms conducting agricultural activity. In this group, 67.14 % of
agricultural producers had cattle, and 34.7 % owned pigs. The main production direction in the
Warminsko -Mazurskie Voivodeship is plant production. In the case of the surveye d farms managed
by young farmers, 4 out of 32 farms owned dairy cattle (12.5 % ), beef cattle in 8 farms (including
2 that also deal with milk production), and another 2 farms of young farmers (12.5 %) specialized
in sheep production. The remaining 62.5 % of the farms of young farmers participating in the
research specialized in crop production, mainly cultivating cereals and rapeseed. On the other hand,
in the case of the group of older farmers covered by the research, who run a development farm, 4
out of t he 48 farmers participating in the study were involved in the production of milk (8.3 %).
There were three farmers in this group who also conducted cattle fattening. Another 3 farmers
specialized in the production of pigs. 85.4 % of representatives of this group of agricultural producers
specialized in plant production. As it can be seen, farmers of old age withdrew from intensive animal
production for much easier to manage plant production. As for the structure of crops, next to the
production of cerealsa  ndrapeseed, a significant area was occupied by legumes and maize. Generally,
owners of development farms much more often specialized in crop production than an average
individual farmer from the territory of the Warminsko -Mazurskie Voivodeship.

Whileint he case of young farmers, none of them declared to have sources of income outside the
farm, in the case of older farmers, non -agricultural activities were conducted by every fourth farmer.

Non - agricultural activities related to the supply of agricultural p roducts, services for agriculture and

agricultural produce processing were thus related to the agribusiness sector.

Sources and possibilities for modernization of development farms
Young farmers who participated in the research were asked to assess the sit uation regarding the

level of technical equipment of farms managed by them. The opinion that the current state of

equi pment is good, with farms needing further moderni zati
of this group of respondents. The others asses sed the condition of their farms as unsatisfactory,

however, declaring that they would undertake modernization activities in the future. Young farmers,

who rated the level of technical equipment relatively low, owned the smallest farms (with an area

from1l 4.8 ha to 26.0 ha). In the comparative group, which included farmers over 40, 38 respondents

(79.2 % of representatives of this group) considered that the current level of technical equipment of

their farms is very high, and in their statements they declar ed that they are still looking for more

innovative solutions. The remaining representatives of this group of farmers assessed the level of

technical equipment of farms as high, and in the planned activities they will gradually complement

the deficienciesi nthe equipment( Figure 1).Higher grades regarding the level of technical equipment
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of farms indicated by farmers aged over 40 are mainly correlated with a larger scale of production in
these farms. As it can be seen, farmers, both young and older who man aged commodity farms are
characterized by a high propensity to undertake new investments.

The information obtained during the interviews allows to state that all young farmers participating
in the research have benefited from EU support sources available f or this group. Farmers
representing the comparative group also in the past used the resources of the Rural Development

Program aimed at modernization activities. Currently, the main source of financing new investments

are mainly farmers' own funds and loan S.
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Fig. 1. Evaluation of farm equipment in technical equipment and planned investments in farms
of the farmers covered by the research

Optimistic assessments, made by farmers, of the level of technical equipment of farms managed
by them were verified by asking them about planned investments within the next 3 years, which may
contribute to the improvement of management efficiency. The statements of the research
participants, especially young farmers, show that one of the basic condi tions for increasing the
efficiency of farming is enlarging the farm area. Such plans within the next 3 years were declared by
every second young farmer (46.9 % ) and every third farmer from the comparative group (31.2 %).
The next plans indicated by the re search participants concerned the purchase of new machines and
devices, which were declared by 40.6 % of young farmers and 35.4 % of farmers in the comparative
group respectively. 27.1 % of farmers aged over 40 and 15.6 % of young farmers planned to build
or modernize their farm buildings. Young farmers were interested more often than others in starting

new production lines (including, among others, vegetable growing, growing energy crops, etc.). It
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was noted that 12.5 % of young farmers and 18.8 % of the r emaining respondents did not intend to
invest in the modernization of their own farm in the coming years. It is significant that a small
percentage of a young farmers, however, almost three times higher than in the group of farmers
over 40 years of age, in  cluded non -agricultural activities in their potential decisions regarding
modernization of (  Figure 1). It should be noted, that during the time of the research, every fourth
farmer aged over 40 had already conducted non -agricultural activities, while in th e group of young
farmers there were  No such people.

One of the main barriers to the modernization of farms run by young farmers turned out to be
the high costs of necessary investments, as well as the current financial situation (repayment of
outstanding | oans, relatively low revenues). For these reasons, even when obtaining subsequent
tranches of support from the EU budget, the development of farms run by young farmers will be of
an evolutionary nature, similarly as it was in the past in the case of farms run by farmers from the
comparative group. As it was observed, one of the basic barriers limiting the further development of
farms run by young farmers is the relatively small farm area (about 2 times bigger than the average
area of individual farms in the region and 3.5 times smaller than the average area of farms run by
farmers after 40). Agricultural land takeover by young farmers is constricted by the lack of
appropriate national support mechanisms. There were frequent instances of informal, and therefo re
not included in the presented research results, land rent by young farmers. This phenomenon means
that the agricultural land area owner receives subsidies, while the young farmer uses the land without
paying the rent. In such cases, the young farmer doe s not show the actual area on which he runs
agricultural activity, which makes it difficult, for example, to obtain a loan for the purchase of
machinery and equipment.

Research participants aged over 40, when asked to indicate the main barrier to farm
mode rnization, mostly pointed to the instability of prices for agricultural products (91.7 %). As it can

be seen, the two compared groups of farmers are characterized by a significant difference regarding

both the current economic situation of farms and priori ties.
Conclusions
Agriculture is an important sector of economic activity of the inhabitants of the Warmi nsko -

Mazurskie Voivodeship. The economic and social significance of agriculture has always been strategic
in this region of Poland, not only because of the place and nature of the work, but also its role in the
rural space and its strong impact on other types of economic activity of the inhabitants. The favorable
agrarian structure, compared to other provinces in the country, and the concentration of pro duction
in larger farms in terms of area favors the commodity character of production.

Research shows that young farmers are gradually raising the level of technical equipment of their
farms. The most frequently investments indicated as priority include la nd purchase, purchase of new
machines and equipment, and new production directions. Investment in the modernization of
production technologies, which can contribute to strengthening the position of agricultural producers
in the food supply chain, should be considered the most effective. All farmers participating in the
research (both young and the remaining) were willing to use every available opportunity to obtain
external financial support.

Due to the limited access to financing sources, there is a need t o introduce additional support
mechanisms for the development of commercial farms run by young farmers. This support may be

of a non -financial nature and may include, inter alia, undertaking counseling activities to improve
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management efficiency, organizat ion and planning of production in order to encourage farmers to
cooperate. The effectiveness of the solutions indicated here depends, however, on the involvement
of farmers, their need for action, ingenuity and diligence.

Observation of the situation in bo th Polish and European agriculture allows to conclude that the
main character of the farms owned by young farmers is mainly determined by the available land
resources. Bigger farms in terms of area are able to introduce modern technologies, improve work
organization, enter new markets.

Due to the fact that young farmers are becoming one of the strategic groups of functioning and

development of the whole agribusiness sector, supporting them has a positive impact both on the

multifunctional development of rur al areas and on the social situation of the rural population.
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MAIN DRIVERS OF CENT RAL AND EASTERNEURO PEAN COUNTRI ESO
AGRICULTURE IN 2005 -2013: SPECIA LIZATION AND LAND CO NCENTRATION

Csaba Forgacs , CSc.
Corvinus University of Budapest

Abstract . The paper deals with growth and productivity advantages of specialized farms by physical size in EU10

(Central and East European Countries, CEECs) and makes a comparison between EU10 and EU27/15 average
using EUROSTAT data inth e period of 2005 -2013. Focusis given to exploring the level and development of such
indicators as change  in number of specialized farms, land ( Utilized Agricultural Area, UAA) and labor ( Agricultural
Work Unit, AWU) use on input side; average farm size by land and labor use .Onoutput side  area, labor and total
productivity were analyzed . Paper gives a dynamic analysis of all these indicators pointing out what farm sizes

give a more stable ground for increasing growth and p roductivity at a higher speed supporting to improve
competitiveness of C E m&sconclaedrthatc wspetializatmn in farining in EU10 offered a more
survival path having physical size bigger than non -specialized farms and, in relative term, pu shed less labor out
from the sector than non  -specialized farms did. Specialized farms in EU10 have increased both labor and area
productivity at a higher speed than non -specialized farms in all three productivity indicators except in Poland

where itwasop posite and, in Estonia in total farm output. Largest specialized farms more than doubled production

in 7 out of EU10.

Key words:  EU agriculture, specialization, farm size, productivity, CEECs.
JEL code: Q18

Introduction
Concerning EU farm structure  , signif icant changes have taken place in member states and it has

been more so in EU10 since EU Eastward enlargement. Within the EU, however, the dynamics of
development paths of agriculture in old (EU15) and new member states have been different by
production st ructure, specialization and farm size. The paper gives focus on how much extent the
advantages of specialization and economic of scale helping EU10 agriculture catching up over a

decade after EU Eastward enlargement. Analysis of growth of farms of 10 specialization type s and 5
farm categories by land size was made and, results were compared to EU27/15 average at country

and farm categ ory level.

1. Literature review
Tangermann (1994) made even professionals surprised with his vision:  AThe structural changes

... going on in Central Europe's agriculture, both on farms and in upstream and downstream sectors,
are shaking the foundations of decision -making and economic activities... 0 and added AAgricultural
policy 'reforms' in western countries are nothing compare d with the fundamental upheaval occurring
in Centrald Eangamaenel994, pp. 375- 392).

Forgacs (2002) pointed out agriculture output of CEECs declined by 20 up to 60 percentage in
1993 -1994 compared to production level prior to radical reforms. In 2000 small (individual) farms
cultivated 80 % or more of the land in Baltic states, Poland, Slovenia and Romania. On the other end
around three quarter of land was in the use of large farms with a highest average of farm size in
Slovakia (1360 ha), foll  owed by Latvia (1135ha) Czech Republic (998 ha) and Hungary (960 ha).

The role, importance, development and policy aspects of small farms has always been in focus
pointing out how the CAP tried to give help or, what weaknesses of CAP had in its policy to s mall
farms (EP resolution, 2014; Davidova S, -Bailey A, 2014; Dwyer J, 2014; Davidova S, 2014). At the
same time, it has been emphasized that small farms have to make changes in farming methods in
order to have a successful adjustment concerning their possi ble integration into modern food chains
(Csaki C, i Forgacs C, 2008; Gordon M. et al., 2014; Rabinowitz E, 2014). Social capital aspects of

320



Proceedings of the 201 9 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 320-327
DOI: 10.22616/ESRD.2019 .040

small farms have also been investigated (Wolz A. et al., 2010). Structural change of Semi -
Subsistence Farms (SSFs)i  nNew Member States (N MSs) was discussed from agricultural policy point

of view (Erj avec E. et al., 2014). The role  and dynamics of small farms in rural development was
analysed in a study focused on Romanian agriculture (Popescu D -L, 2014). Between 2005a nd 2013
as many as 2.38 million farm s (27.7 %) disappeared in EU10, 86.5 % of which had UAA below 5 ha

bringing deepeni ng poverty in many rural areas. However, in general the specialization aspect of
farms in the EU10  has not received much attention from re searchers until more recently.
Forgacs (2016) found that, although, both area and labor productivity grew faster in non -

specialized small farms, but growth in total productivity achieved by small specialized farms has

exceeded that of non  -specialized ones . Farm output of specialized farms (both small and non -small)

have exceeded that of non  -specialized farms both in 2005 and 2013 (Forgacs, 2017) . Csaki C. 1

Jambor A. (2018) carried out a research on convergence of CEECs duntaes df InGependent

States (CIS) between 1997 -2000 and 2013 -2016. Conclusions were rather different and not
convincing concerning catching up, io$om&ekienCsach coavgrgenceul t ur e,
in EU agriculture was pointed out.

In Farm Structure Survey 2013 it was und erined A acr os s -28im201E dhaller farms (in
economic terms) tended to practice a range of different
specialize in a single type of farming this tended to be either pig or poultry farming, or the productio n
of permanent crops (especially olives). Larger farms were more likely to specialize in a particular
type of farming, especially horticulture, dairy farming, pig farming and cattle rearing. 0 EUROSTAT
(2016). Monitoring farm structure development TEAGASC h as develop ed a series of National Farm
Survey s for Ireland since 2010 in order to point out achievements and possible weak points of Irish
farm structure development and , generating feedback for agricultural policy makers (ISSDA 2018).

In 2016 , DG Agricult ure organized a workshop focusing on farm structure development of EU
agriculture on how C  ommon Agricultural Policy (CAP) can support a 21st century European model of
Agriculture. It underlines that decline in number of farms was less in EU10 compared to E U15, and
decline of small farms shows big differences in EU10 countries. (DG Agriculture, 2016). Mizik (2019)
pointed out that CAP reforms resulted in increasing land concentration in EU10.

Research questions are as follows: How much extent  catching up of EU10 agriculture to EU27 was
achieved after one decade  joining EU? What is the role of concentration and specialization to reach
higher dynamics of output in EU10 agriculture? How strong is the relationship between specialized
farm size and growth in EU10 ? How much extent the catching up of EU10 agriculture was a universal
phenomenon in EU10 countries? How much extent the growth of area, labor and total productivity in

EU10 have supported catching up of EU10 agriculture?

2. Methodology
Toobtainadeepins i ght into farmsé performance from a specializ

point of view, EUROSTAT data set of 20 05-2013 was used for analysis. Besides the structural
development of specialized farms their labo r use ( AWU), land use (UAA) and production ( Standard
Output, SO) were analyzed. Such indicators as growth of area, labor and total productivity of farms

were calculated. The performance of specialized farms was compared to that of non -specialized ones
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and, analysis of their growth provides insight i nto the pattern of fimIOspedalizddlevel opm
farm types 1, in five different farm size categories in EU10. 2
This is the first time that specialization of farms in the EU 10 has been analyzed by farm size and,
results were compared to both EU27/15 average and that of non-specialized farms of the EU10
pointing out what advantages of specialization and farm size have had over a one decade adjustment
in EU10.

3. Research results and discussion
Increasing share of number of specialized farms

After a de ep decline, still as many as 10.7 million farms worked in EU27 in 2013 in compare with

14.5 million of 2005. 58 % out of which went to EU10 with a decline exceeding EU27 average. 46.2 %
of farms were specialized in EU27 and 44.7 % of it belonged to EU10 ha  ving one specialized farm in
every three. Decrease of number of specialized farms in EU15 (19.5 %) exceeded that of EU10

(15 %). D ecline of specialized farms in EU10 from 2005 to 2013 took place in all CEEs in farm size

with UAA le ss than 5 ha. The picture of EU15 is total different as the number of specialized farms

increased in one farm size category only (UAA 100 ha an above) and declined in all others . Only the
largest specialized farms in EU15 found land (UAA) concentration as a way of farm growth while ,in
contrast, in EU10 apart from smal | farms (below 5 ha) in all farm size categories the land

concentration has increased. Dynamics of specialized farms in EU10 varied by country and by farm

size very much.  The level of increase of number of specialized f arms in different farm size with UAA
20ha and above in EU10 varied between 7.4 % in Estonia (50 -99.9 ha) and 300 % in Slovenia
(100 ha and above). Between 2005 and 2013 the bigger the specialized farm size by land from 20 ha

and above, the higher the growt h of number of specialized farms can be observed in 7 out of EU10.

Concentration of land use in specialized farms
Specialized farms found extending land area as a path of increasing competitiveness in EU27

having total 9.4 million UAA (54.1 %)in2013. Ofwhich small farms below 5ha had a share of 7.4 %
in EU10 and only 3.8 % in EU15. However, these figures in case of farms with UAA of 50ha up to
99.9hawas 85 % inEUl0and21.4 % in EU15. Largest farm extended their field at a higher speed

and use more than half of land of specialized farms total in EU27. Specialized farms increased their

UAA significantly in EU 10 and the average land use of largest specialized farms in EU10 already

exceeded that of EU15 in 2013.

Specialized farms slow down pushing labo r out of agriculture
In EU27 9.3 million AWU was used in 2013 showing a decline by 25.1 % from 2005, more in EU10

(29.6 %) and less in EU15 (19.7 % ). In 2013 small farms below 5ha used 55.5 % of labor in EU10
while it was only a bit over one quarter in EU1 5. Labor concentration in largest farms with land 50ha

and above allowed to offer much less jobs in total in EU10 (10.8 % ) compared to EU15 (30.7 %). In
2013 labor use of specialized farms by farm size was similar to that of non -specialized ones in EU15,
but it was different in EU10 where big specialized farms with UAA 20ha and above used 26.6 % of

labor, while in total farms the relevant figure of this farm category amounts to 17.7 % only. Decline

1 The following specialized farm types give the basis for analysis: 1. Specialized in cereals, oilseed and protein crops. 2. Spcialized in
horticulture indoor. 3. Specialized in horticulture outdoor. 4. Specialized in vineyards. 5. Speciali zed in fruit and citrus fruit. 6.
Specialized in olive oil. 7. Specialized in dairy farming. 8. Specialized in cattle-rearing and fattening. 9. Specialized in pig production. 10.
Specialized in poultry production.

21. below 5 ha (UAA), 2. 5-19.9ha, 3.20-49.9ha, 4. 5099.9ha and 5. 100ha and above.
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in labor use of specialized farms was more differentiated b etween farm size categories in EU10. It is

a general phenomenon that specialized farms pushed out much less labor from 2005 to 2013 in all

farm sizes compared to total farm average both in EU10 and EU15. Apart from very small farms

(below 5ha) all speciali  zed farms in all farm size categories used more labor in EU10 in 2013 than in

2005. Such increase in labor use was only observed in the biggest farm size in EU15. In EU10,
meanwhile farms total had around 30 % less labor in 2013 in compare to 2005, the dec line of labor
usewasonly5 .7 % in case of specialized farms. In EU10 specialized farms significantly slowed down

the process of pushing labor out from the sector but the picture within EU10 varies . Inthree countries
(Poland, Hungary and Czech Republic) specialized farms absorbed more labor in 2013 than in 2005.
Poland is the only country in EU10 where specialized farms in all farm size categories used more

labor in 2013 compared to 2005

Growth of production
EU27 increased production from 2005 by 14.9 % reaching 329 billion EURO in 2013. Growth of

production was higher in EU10. Poland with highest agricultural potential has reached significant
growth (28.9 %), while the lowest figure went to Romania (7.9 % ). Speeding up of CEECs agriculture
production bas ed more on growth of specialized farms (70.4 % ) well above EU15 average (17.5 %).
Output of specialized farms more than doubled in Latvia, Bulgaria and Slovakia. In 5 out of EU10
share of specialized farms in Standard Output is above 60 % headed by Bulgari a 68.8 %. In total
farms, Slovenia was only able to increase output in farms below 5ha . However, in farm category
between 5.00 -19.9ha there have been already 5 countries producing more in 2013 compared to base
year. The bigger the farm size the higher the growth rate of farms total output in CEECs

Higher speed of production growth of specialized farms reflected in the figures in smaller farm
categories, too . Even in smallest farms below 5ha 5 countries out of EU10 had higher output in 2013
than in 2005. Th e higher growth produced by Slovenia (29.4 %). In farm category of 5 -19.9 ha of
specialized farms, apart from Estonia and Lithuania, in all CEE countries the production went up
Farms with UAA 50 -99.9ha 7 CEECs more than or , almost doubled their output hea ded by Slovenia
(300.8 %). While in farms 100ha and over already 8 countries reached high growth including 4
countries where production was tripled or was close to it. Latvia is the leading with 390.4 % followed

by Lithuania (335.4 %) and Slovenia (315.8 % ). Concerning specialized farms total 4 countries

doubled Standard Output or was close to it. According to analysis the bigger the farm size by land
the higher the growth in production achieved . Within that specialized farms performed a more
dynamic produc tion development compared to non -specialized farms.  Increasing farm size and

shifting towards specialization gave the path for farm development and creating basis for EU10 farms

for catching up.

Changes in farm size
Land use (UAA/farm)

Average farm size by UAA has gone up in EU27 since EU Eastward enlargement till 2013 from

11.9 ha to 16.2 ha. EU10 has an average farm size half of that of EU27 which ratio practically has

not changed . In 2005 specialized farms average by UAA exceeded that of total farms in all EU10
(with the exception of Czech Republic) by 30.9 % . In Bulgaria specialized farms had almost three
times more land than total farm average, and it is more than double in Estonia. In 2013 , relative
size of specialized farms in total farm average by | and has become even bigger in all CEECs except

in Czech Republic . Looking at increase in average farm size by farm categories it took place mostly
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in all farm categories except the largest one but not in all EU10. E.qg. the average farm size of small
farms below 5ha declined in Romania (20.1 %) and Slovenia (8.1 %), that of largest farms (100 ha
and above) increased only in 3 countries (Latvia, the Czech Republic and Bulgaria) but declined in

Slovenia significantly (47.8 %). In2013 , land concentrationinsp  ecialized farms went up and reached
a level higher than that of total farm average in all CEECs except in Czech Republic
Average farm size by land (total and specialized) of EU10 scattered by countries from few hectares
upto 120 -130 ha, however,thatof specialized farms exceeds farms total average in all CEECs except
in Czech Republic where, otherwise, both average of total and that of specialized farms are the

highest (above 120ha) within EU10 member states.

Labor use (AWU/farm)
Average AWU used by farm s practically has not changed between 2005 and 2013. In 2013 still,

it was 0.9 AWU in EU27, 0.8 in EU10 and 1.0 in EU 15 indicating farms in average did not find
absorbing more labor as source of farm growth. Farms in EU10 used more labor in all farm categ ories
than EU27 average both in 2005 and 2013 except in farms with UAA less than 5 ha, indicating
production in larger farms is more labor intensive compared to that of EU 15. Specialized farms used
less labor compared to total farm average in 8 out of EU1 0 in 2005 while it was lower only in 6
countries in 2013. In Slovakia, Poland and Hungary farms in general used significantly more labor in
2013 compared to 2005 while EU10 average decreased.

Specialized farm in EU10 increased labor use by 10.9 % headed by Slovakia (67.6), followed by
Poland (49.3 %) and Hungary (47.5 % ). Hungary used more labor both in 2005 and 2013 in all

specialized farm categories except in the largest ones.

Economic/productivity indicators
Area productivity (SO/UAA)  : In 2005, farms in EU27 produced 1664 EUR/ha in average and

gradually increased reaching 1902 EUR in 2013. Area productivity of farms of EU10 compared to
EU27 average were 54.1 % and 58.2 % respectively. Small farms below 5ha used land extension for
increasing output more in  tensively than larger farms and had the highest per hectare output between
farm categories in each CEECs both in 2005 and 2013.

Small farms produced some 50 % more output per hectare than total farm average in 2005 and
even a bit more than that in 2013. In the Czech Republic small farms below 5ha doubled area
productivity from 2005 reaching 7015 EUR in 2013. Although, per hectare output of specialized farms
total was a bit below the total farm average, however, in case of small specialized farms below 5ha
this figure was 21 % higher than total farm average. E.g. in 2013 per farm output of small specialized
farms in the Czech Republic exceeded 12200 EUR and, approaching 4000 EUR in Bulgaria and
Slovakia contributing total specialized farm average of EUR 1060 in EU10. Farms of EU10 in total
produced 19 % more per hectare in 2013 in comparison to 2005 showing a higher growth in farm
categories with UAA 20 up to 99.9 ha. The growth in area productivity was higher in specialized farms
(26.1 %) with a tendency the bigger the farm size the higher the growth in area productivity. Most
of largest farms (100 ha and over) in EU10 could increase per hectare output at the highest level
e.g. inBulgaria (79 %), Latvia (79.5 %) and Slovakia (69 % ). However, the highest growt h of area
productivity in Slovakia was achieved by farms with UAA 5 -19.9 ha (1154 %) and in Romania by
farms with 50 -99.9 ha (64.2 %).

In 2013 , specialized farms of EU10 compared to total farm average have a little advantage

concerning per hectare output. However, per hectare output of specialized farms was below national
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average in the Czech Republic, Hungary, Romania and Slovakia. In EU10 area productivity of non -
specialized farms exceeded that of specialized ones in the two largest farm categories (50 -99.9 ha
and 100 ha and over). Although, specialized farms have reached more progress in catching up the
distance between EU10 and EU27 average it is still higher in case of specialized farms than total ones
(51 % and 43.4 % respectively).

Labor productivity  (SO/AWU): In 2005 in EU27 one AWU was used to produce almost 23 thousand
EURO output which went up by 53.4 % to over 35 thousand EURO in 2013. EU10 had a much lower
basis of labor productivity in 2005 (6300 EUR) but it increased faster (80 % ) having per A WU output
over 11 thousand EURO in 2013. Both in 2005 and 2013 it is a general picture that the bigger the

farm size the higher the labor productivity in all EU10 countries with few exception in Hungary in
2005 and, Slovenia and Slovakia both in 2005 and 2 013 in case of largest farms (100ha and above)
and, in the Czech Republic (5 -19.9ha) in 2005. In case of specialized farms the bigger farm size
means a higher labor productivity across all EU10 countries and all farm categories both in 2005 and
2013 with o nly one exception of Slovenia in largest farms both in 2005 and 2013

Labor productivity of EU10 has approached that of EU27 both in specialized and non -specialized
farms, however, the distance between EU10 and EU27 declined more in case of specialized far ms
and less in total farm average. Larger specialized farms (50 ha and over) in CEECs had already
reached the same distance to EU27 average as it can be observed in case of non -specialized ones.
In 2013 labor productivity of specialized farms exceeded that of total farms in all EU10 countries
resulting in 43.9 % growth at EU10 average level. However, the picture varies to some extent
according to farm size and country. Level of labor productivity is generally higher in specialized farms
across EU10 and all  farm categories, however, the growth rate of labor productivity shows different
picture by farm size. In CEECs in all 5 farm categories there are minimum one country (in 4 categories
minimum 3 countries) where growth of labor productivity of non -specialize d farms exceeded that of
specialized ones.

Total farm productivity (SO/farm): Farm production average in EU27 amounted to 19.8 thousand

EUR in 2005 which went up to 30.8 thousand EUR in 2013. This figure also increased significantly in
EU10, however, its | evel approached still only 30 % of EU27 average. The bigger the physical farm
size of farm the narrower the distance in per farm output between EU10 and EU27 . The distance
declined over time only a little in small farms but more in larger farms. Even, in | argest farm category
(100 ha and above) per farm output of EU10 exceeded that of EU27 average while in farms with land

20.07 99.9 ha EU10 average was only above half of that of EU27 in 2013

Comparative analysis of dynamics of productivity indicators
The distance of area, labor and total productivity of farms between EU10 and EU27 was substantial

in 2005 . Since Eastward enlargement CEECs started to catching up. Dynamics of productivity
indicators of EU10 well exceeded that of EU15 average.

As far as growt h of area and labo ur productivity ar e concerned, specialized farms in EU10 show
higher dynamics compare to non -specialized farms. However , due to land concentration and increase
of both area and labo  ur productivity, total productivity of all farms of EU10 increased by 68.9 %,
above EUL5 average while in case of specialized farms it was 100.4 % and 48.5 % respectively
(Table 1).
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Table 1
Dynamics of productivity indicators of farms total and specialized farms with
UAA, % (2013/2005)
SO/UAA SO/AWU SO/ Farm
Country
total spec total spec total spec
Bulgaria 84.0 138.7 283.1 299.5 304.5 350.8
Czech Republic 122.2 127.1 171.3 176.0 190.4 212.7
Estonia 121.3 126.5 241.8 221.7 207.0 205.0
Latvia 149.2 154.7 277.3 289.2 261.3 296.5
Lithuania 117.5 120.7 185.9 212.9 177.3 210.2
Hungary 107.4 114.8 125.6 139.7 171.4 206.0
Poland 132.0 125.2 153.5 144.1 223.6 2151
Romania 114.9 126.9 180.0 221.7 124.7 170.5
Slovenia 118.7 120.7 136.5 1515 126.7 142.6
Slovakia 135.5 156.2 268.1 313.2 413.0 525.0
EU 27 112.8 108.5 152.0 139.0 153.2 148.5
EU 10 119.0 123.9 174.9 180.7 168.9 200.4
EU 15 112.3 110.9 140.1 138.8 147.1 146.0
EU 10/EU 27 105.6 114.3 115.1 130.0 110.3 135.0
EU10/EU15 106.0 111.8 124.8 130.1 114.8 137.2
Source: a ut h o cafcdation based on EUROS TAT data
The picture is varied by country. In Poland, higher growth in all 3 indicators went to non -
specialized farms.  The distance of productivity level between EU10 and EU15 has been narrowing
but it is still a challenge for CEECs to continuing catching up.
Conclusions
1) Production of EU27 increased from 2005 to 2013 by 14.9 % and by 26.7 % in EU10. Number of
specialized farms declined in EU10 but to a less extent than that of EU27. Number of specialized
farms in all farm categories from 20ha and up increas ed in more CEECs.
2) With few exceptions, the larger the specialized farm size by land, the higher the dynamics of
output across EU10 countries. In contrary to EU27, the number of specialized farms has
increased in more EU10 countries concerning farm categor ies with UAA 20 ha and above.
3) Concerning decline in labo  ur use, specialized farms pushed out less labo ur from the sector

compared to total farm average from 2005 to 2013 and it was less in EU10 in average than that
of EU27.

4) Concerning output of specialized farms , EU10 had a share of 36.8 % in 2005 but it went up to
49.5 % in2013 , nevertheless itisstillbelow the EU27 average (61.4). Largest specialized farms
more than doubled output in 7 out of EU10 countries.

5) On average, area, labo  ur and total product ivity in specialized farms at EU10 level have achieved
higher growth than non  -specialized farms in all EU10 countries apart from Poland and so in
case of total productivity in Estonia. Per farm output was doubled in specialized farms in EU10

well above that of total farm average (68.9 %).
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6) Between 2005 and 2013 labo ur productivity both in total and specialized farm average more
than doubled in Bulgaria, Estonia, Latvia and Slovakia and, it was also so in Romania and in
Lithuania in case of specialized far ms.

7) Results of catching up of EU10 agriculture has been significant between 2005 and 2013 and the
main drivers of such development have been the increasing level of land concentration and
specialization ; and within that, the engine was the group of special ized farms and more of larger
ones.
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Abstract . The study aims at identifying the initial conditions/prerequisites for the development of a care system
for people who need it (the elderly, the disabled etc.). Based on the assessment of world experience, a conclusion
was drawn on the effectiveness of the so -called Agreen care 0. To ascertain the necessity in the development of
such a type of activity, the structure of the permanent rural population was analysed, according to which the
expediency of developing care facilities and services was justified. On the basis of the survey results with
respondents of different age groups and status (heads of united territorial communities, youth aged 15 -23, and
older people over the age of 80 years), the difference in the choice of priorities for spending funds in different
dir ections was set. Young people and the elderly consider the social component to be a priority, while the heads
of the united territorial communities give priority to the road repair. On the basis of the analysis of the population
dynamics indicators and the number of employed rural population, the reserve of people of working age was
revealed, which, after completing relevant courses and obtaining the necessary qualifications, may be attracted
into care activities. In the course of the research, the ways of improving the regulatory and legal framework of

Ukraine, governing the provision of care services and their accounting systems, were substantiated.

Key words : care services, problems, demography, standardization, development, improvement, international
exp erience.

JEL code: J110,J 210.

Introduction
In world practice, there are many positive examples of a comprehensive solution to the problem

of unemployment and increase in the level of social protection of the population, especially in terms
of meeting the demand for care services for the elderly and the disabled. A number of scientific
studies contain suggestions on innovative approaches to solving the problem of social assistance and
rehabilitation.

In particular, Ryszard Kaminski, Tomasz Marcysiak a nd Piotr Prus (2018) substantiate the
feasibility and benefits of green Care farms in Poland for the arrangement of care of elderly and
disabled people. The authors point to the positive psychological and physiological influence of this
kind of activity on  the general well -being and the state of health of people, who were cared for. Also,
scientists produce compelling statistics. These indicators characterize the initial conditions of Poland
and other countries and indicate the negative form of the demograp hic pyramid. The latter, in turn,
forms the economic and social challenges that require resolution (social protection of the disabled
etc.).

A number of other problems, associated with the negative demographic dynamics and ageing of
the nation, are to be addressed. As various scientists note, the following problems should be
highlighted:

1 the decline in the number of working -age population (Bookman and Kimbrel 2011; Borsch -Supan,
2003);
1 the increase of the pension load and the need for medical care (Arai et al., 2012; Mazur a, 2012);

the need to develop a network of institutions for the care of elderly and disabled people, which

requires significant financial investments (Mazura, 2012);

1 Corresponding author: Nataliia Semenyshena :,+3 80 975103680 , natviksem@gmail.com
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1 the growing need for social workers and enhancing requirements for the le vel of their
competencies and functional responsibilities (Semygina, Gryga, 2004) etc.
In many countries, the issue of improving the quality of life of the elderly and disabled people is
being addressed not only through the functioning of special state car e institutions. The experience
of L'agricoltura socjale  (ltaly) (Giare, 2009), Buurtzorg (Netherlands) (Schuringa, 2018), the new
organization of home care for the sick, and others can be of great value.
In Ukraine, such areas are being explored in that co ntext that only the territorial community and
its executive authorities and self -government should determine the direction of arranging in the
village an optimal living environment focused on the social interest of all residents, creating in rural
settleme nts adequate working and living conditions (Chopenko, 2014). However, in such matters,
one and the same problem remains unsolved in any country. It consists of solving financial (resource)
and ethical issues. In a number of developed foreign countries, bot h problems are being solved by
implementing various state programs and, accordingly, controlled by state institutions. In Ukraine,
these problems cause concern and tough discussions at various levels of both, the authorities and
the media, and still remain unsolved due to the lack of a state Strategy. It is partially embodied in
the process of reforming the pension system. At the same time, the general reaction of many elderly
people to this realization, as well as other segments of the population, is chara cterized by negative
reviews. In conjunction with health care reform, budget deficits and migration trends with the large
part of the young population being orientated towards education and labour abroad, the problem of
social protection and ensuring appro priate living conditions for the elderly and the disabled is being
exacerbated. In such circumstances, the Polish experience of organizing the so -called Agreen care 0,
as well as the experience of other countries, would be useful for Ukraine.
Thus, the aim  of the study was to identify the initial conditions for the development of a care
system for people who need it (the elderly, the disabled etc.). In the course of the study, an analysis
of statistical indicators was used to justify the need for the develo pment of a care system. It allowed
revealing the tendency to the ageing of the Ukrainians (negative pyramid). The analysis was also
used to identify the possibility of providing care activity with a workforce. Using a survey of young
people (150 young peop le aged between 16 and 23 were surveyed), people aged over 80 years and
comparing its results to a survey published in the Report on the research findings on the progress in
territorial  communities unification (Zvit pro rezultaty doslidzhennia uspishnosti obiednannia
terytorialnykh hromad, 2017) (52 heads of united territorial communities were surveyed), an
assessment of views on the priority of the task of expanding and developing a network of care
institutions and such a type of activity was carried out. In the group, where 63 % of students,
considere support for business development, education and science, health care and social protection
(including the development of military rehabilitation centres and care centres for the elderly and
disabled) to be th e priority areas of spending, more than 67 % of the young people were born in
rural areas. Surveys of 150 people aged over 80 yea rs and living in rural areas showed that they had
problems with care and a desire d to have nurses.
The assessment of the curren  t legal norms on social protection of the population with a view to
their effectiveness has led to the conclusion that it is advisable to further standardize not only the

quality of services but also their accounting and calculation systems.
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Research resul  ts and discussion
Initial conditions for the development of the system of care for the elderly and
disabled in Ukraine

Features and conditions of the development of care systems for the elderly, including the use of
elements related to nature (occupational therapy and therapy with animals etc.), are widely
represented in foreign and partially domestic publications (Kaminski, Marcysiak, Prus, 2018;

Bookman, Kimbrel 2011; Schuringa, 2018; Artz, Davis, 2017; Mazura, 2012; Kanyuk, 2015;
Davydyuk, 2016; et al.). The authors draw attention to the regulatory and economic factors of the
development of this type of activity, as well as its results.

For Ukraine, this aspect is characterized by a low level of interest of private investors in the
implementation of care activities. Therefore, it should be noted that private nursing homes,
nowadays, are practically absent. But, in Ukraine, there are 286 boarding schools for adults of state
and communal ownership, 238 of which are for the elderly and 48 for children and you ng people. Of
the total number of boarding houses for adults: 62 - for the elderly and disabled; 28 - boarding
houses for the war and labour veterans; 145 - neuropsychiatric boarding houses; 3 - special boarding
houses. In addition, there are also territor ial centres of social services that provide services at the
place of residence. The staff of such centers serves about 1.5 million people, including about 400
thousand disabled people of various categories. One social worker accounts for more than 10 peopl e
in cities, and more than 6 in villages (Social protection in Ukraine, stat. digest, 2018).

Such statistics is rather disappointing against the background of the dynamic growth of the ageing
rate of the Ukrainian nation, the number of persons with disabil ities (according to statistical data:
2568.5 thousand people in 2015, 2614.1 thousand people in 2016, 2603.3 thousand people in 2017
and 2635.6 thousand people in 2018) and insufficient level of the Human Development Index.

Concerning the latter, it should be noted that in 2017, Ukraine reached a level of 0.751, which is
below the average for countries in the group with a high Human Development Index, which is 0.757,
and below the average for Europe and Central Asia, is 0.771.

Another important indicator ch aracterizing the standard of living is employment. During the first
9 months of 2018, according to official data released by the State Employment Service of Ukraine,
the number of unemployed in Ukraine amounted to 1,549.3 thousand people, of which 33 % (50 3.9
thousand people) live in rural areas. The unemployment rate (according to the methodology of the
International Labour Organization) in rural areas was 9.0 % of the economically active population
(Ukraine: The World Factbook, 2019). As of January 1, 201 9, 341.7 thousand people had the status
of unemployed. In their composition, 46 % (158.5 thousand people) are rural residents. For
comparison, Poland is significantly more employed in the agrarian sector - 115 % (2015) (Poland :
The World Factbook , 2019) versus 5.8 % (2014) in Ukraine.

In addition, in Ukraine in 2018, the population aged 55 years and older was about 30.5 % , and
in the structure of the rural population, this index is significa ntly higher. According to the national
demographic forecast, by 2025 the proportion of people over 60 in Ukraine will be 25 % of the total
population aged 65 and older - 184 %, and in 2030 - more than 26 % and more than 20 %,
respectively ( Strategy of sta te policy in relation to the healthy and active age of the population until
2022 , 2018).

This indicates the presence of objective reasons justifying the need to study possible ways to
increase the employment of the rural population of Ukraine. And the most important of them is

overcoming unemployment and solving a number of social issues.
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However, it is the situation related to the availability of vacant labour that can play a positive role
in the development of care institutions in rural areas. The Ukraini an mentality, developed historically,
is to foster respect for parents, and therefore most of the elderly care for children. In addition,
traditionally by occupational groups in recent years, there has been the least amount of vacancies
for skilled workers  in agriculture and forestry, fish farming and fisheries. Therefore, internal and
international migration among agricultural workers is a common phenomenon in Ukraine. It should
be stated that the rural population, in spite of the significant level of unem ployment, is not very
willing to migrate. Therefore, the implementation of measures, aimed at the development of care
facilities, could solve another issue - the issue of the rural population employment.

In general, there are many different factors that in fluence the development of a network of care
institutions. These are norms, and the level of resource capabilities, and the state of development of
the accounting system, which provides official data for statistical bodies, etc. In addition, the level
of i nforming on the development of care institutions and focus on this sector should be considered
as an important factor. The results of the survey of heads of united territorial communities (UTC),
carried out within the framework of the decentralization prog ram in Ukraine (  Figure 1), indicate the

following problems related to informing.

The work of public transport

Creating conditions for doing business in soci
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Law Enforcement in Societ

Increasing the number of job

The quality of transport links between settlemen
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Source: Report on the research findings on the progress in territorial
Available at https://decentralization.gov.ua/pics/upload/ 431 -1c8bc38da67e046310412ce0524d2485.pdf

Fig. 1 Strategic directions of the community development (opinion of the leadership of the
united territorial communities)

As can be seen from  Figure 1, among the questions in the questionnaire, there is No question on
social protection and organization of care for the elderly and disabled. Only 13 out of 52 respondents
(which is about 24.5 %) consider the work of social and cultural institutions to be a priority for the
development of a united territorial community.

But the results of a survey among students of economic specialities of universities in Ternopil and
Kamianets -Podilskyi on their position on the areas of spending budget funds show the following result
(out of 150 respondents): 63 % consider priority spen  ding on supporting business development,
education and science, health care and social protection (including the development of military
rehabilitation centres and care centres for the elderly and disabled) 23 % - defence, youth housing
programs, transport communication service; 10 % - development of the united territorial
communities, energy  -saving technologies and agriculture; 4 % - overcoming unemployment, the

environment, public administration. The list of possible ways of spending budget funds, in addi tion
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to the above mentioned, also includes culture and art, foreign economic activity, and reform of state
institutions.
According to a survey of 150 people aged over 80 years living in rural areas, the following results
were obtained ( Table 1).
Table 1

Re sults of a survey of elderly people aged 80 years * (150 people surveyed)

. Answer Amount % of the total number

Questions of respondents
Do you live yourself? yes 102 68.0
Do you have a carer from a social welfare body? yes 18 12.0
Are you satisfied with the level of care for you? yes 39 26.0
Do you need constant care? yes 32 213
Do children take care of you more than once a yes 27 18.0
week?
Do you consider it necessary to form care
institutions in your area if you are not able to yes 128 85.3
receive home care?
Do you think that caregivers can provide more
qualified services than family and friends? yes 137 913
:rr:a(':)are services sufficiently developed in your yes 12 8.0

* Ternopil and Kamianets  -Podilskyi region, Ukraine

We suppose that such

survey results indirectly indicate the need for the development of care

institutions for the elderly and disabled people. Thence one can make an objective conclusion on the

expediency of expanding the Ukrainian market of services through the creation of p

houses for the elderly and disabled, where the medical and social care of high

provided.
Taking into account the favo

areas, we tend to think about the good

rivate boarding

-level would be

urable conditions for the implementation of such activities in rural

prospects for the establishment of geriatric institutions based

on the principles of private property. Regarding the legislative regulation point of view, issues of

social protection of the elderly in Ukraine are regulated by standards of different levels

(Table 2).
Table 2

Basic legal and regulatory acts and their provisions on the organization of
services and care for the elderly and disabled in Ukraine

Legal act

Content of recommendations

and Other Elderly Citizens in
Ukraine o*

Article 32 guarantees senior citizens free medical care in geriatric
centres, hospitals for elderly citizens and other inpatients, outpatient
clinics, as well as at home, taking into account the ac

The Law of Ukraine AOn the gerontology and geriatrics in the manner prescribed by the legislation of
Basic Principles of Social Ukraine on health care.
Protection  of Labour Veterans Article 36 states that Asocial assistance to senior citizens who have

partially or completely lost the ability to self -care, at their request, c
be care provided directly at home or in an appropriate institution
(orphanage, territorial social service centre, home for veterans, boarding
house for aged citizens or in another institution) temporarily or
permanently A

hievements of

an

Order of the Ministry of Soci
Policy AOn approval of model
regulations  on residential
homes (boarding houses) for
the elderly and disabled o**

al

Regulates the activities of boarding houses

* Source . Legislation of Ukraine

. Order of the Ministry of Social Policy AOn approval of model regulations on

residential homes (boarding houses) for the elderly and disabled
https://zakon.rada.gov.ua/laws/show/3721 -12

* Source : Legislation of Ukraine . Order of the Ministry of Social Policy
re sidential homes (boarding houses) for the elderly and disabled
https://zakon.rada.gov.ua/laws/show/z0066 -02?lang=en

0. Retrieved from

AOn approval of model regulations on
0 Retrieved from
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The legal and regulatory documents listed in Table 2 contain key and fundamental regulations,
compliance with which guarantees care at the proper level. This regulation is strengthened by the
accession of Ukraine to international agreements on the organization of care for the elderly and
disabled.

Despite thi s, one of the major problems in improving the quality of care and development of these
institutions is the lack of leverage over the activities of private care institutions. They began to
develop over the past 15 years. However, their records are still not kept. Accordingly, there are
No effective influence and control leverage over their activities. Residence in such establishments is
paid by relatives or persons in need of care. Most private establishments have comfortable living
conditions and high -quali ty care. However, there are also examples of accidents, including fires, in
which were injured. Therefore, there is a need to develop controlling institutions, as well as to
improve the accounting system of business entities of private ownership and the ac tivities they carry
out.

The initial condition for the development of care institutions in rural areas, as already noted, is
the availability of the able -bodied population. However, the dynamics of this indicator for 2014 -2017
has a negative tendency to de crease in the number of persons of working age (from 16 to 59 years
old.) ( Table 3).

Table 3
Resident population* (as for 1 January; thousands persons)
2014 2015 2016 2017 2018
Total 45245.9 42759.7 42590.9 42414.9 42216.8
tncluding:
male 20918. 3 19787.8 19717.9 19644.6 19558.2
female 24327.6 22971.9 22873.0 22770.3 22658.6
Rural population 14164.9 13325.3 13244.7 13171.4 13084.6
tncluding:
male 6673.9 6284.7 6254.2 6225.9 6194.4
female 7491.0 7040.6 6990.5 6945.5 6890.2
Share of rural popul ation, % 31.3 31.2 311 31.1 31.0
tncluding:
male 319 31.8 31.7 31.7 31.7
female 30.8 30.6 30.6 30.5 30.4
Population at the age 16 -59 28372.5 26613.3 26317.4 25982.0 25641.3
tncluding:
male 13796.8 12962.7 12834.3 12689.6 12541.2
female 14575.7 13650.6 13483.1 13292.4 13100.1
Rural population at the age 16 -59 8442.1 7911.9 7855.4 7792.1 7707.6
tncluding:
male 42717 4007.0 3977.8 3945.2 3905.4
female 4170.4 3904.9 3877.6 3846.9 3802.2
Share of rural population at the age 16 - 29.8 29.7 20.8 30.0 30.0
59, %
tncluding:
male 31.0 30.9 31.0 311 311
female 28.6 28.6 28.8 289 29.0
* Excluding the temporarily occupied territories of the Autonomous Republic of Crimea, and the city of Sevastopol.
Source: Agriculture of Ukraine - 2017. Statistical Yearbook (2018). Kyiv: State Statistics Service of Ukraine, p. 19
From table 3 it can be seen that the rural population at the age 16 -59in 2014 numbered 8442.1
thousand people, and in 2017 by 734.5 thousand people less (7707.6 thousand people) . According
to the implementation structure through 2014 -2017, mail population prevails and this is a steady
trend (the index ranges from 30.9 to 31.1 %).
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The employed population in 2017 numbered 16156.4 thousand people ( Table 4), which
constitutes 38.27 % of the total population of Ukraine. The number of employed persons in the rural
population in 2017 amounted to 2,860.7 thousand people, which is more than 37.1 % of the rural

population aged 16 -59, or 21.86 % of the total rural population.

Table 4
Employm ent by type of economic activity * (thousands persons / percentage
to total)
2014 2015 2016 2017
Total 18073.3 100 16443.2 100 16276.9 100 16156.4 100
Qgg;ﬁ:““’e' forestry and 30914 | 17.1 | 28706 | 175 | 28665 | 176 | 28607 | 177
Industry 2898.2 16.1 2573.9 15.7 2494.8 15.3 2440.6 151
Constructions 746.4 4.1 642.1 3.9 644.5 4.0 644.3 4.0
Wholesale and retail trade;
repair of motor vehicles, 3965.7 219 3510.7 21.3 3516.2 216 3525.8 21.8
motorcycles
Transportation and storage, 11134 | 62 | 998.0 61 | 997.2 6.1 | 9916 6.1
postal and courier activities
Accommodation and food 309.1 1.7 2773 1.7 276.7 1.7 276.3 1.7
service activities
géz\‘fi;;ypes of economic 50491 | 329 | 55706 | 338 | 54810 |337 | 54171 | 336
* Data for 2014 exclude the temporaril y occupied territory of the Autonomous Republic of Crimea, the city of Sevastopol, from
2015 i also exclude a part of temporarily occupied territories in the Donetsk and Luhansk regions.
Source: Agriculture of Ukraine - 2017. Statistical Yearbook (2018). Kyiv: State Statistics Service of Ukraine, p. 20

In the number of the permanent rural population, the number of persons under the age of 15 is
2329.4 thousand. Thus, there is a reason to assert that, from the point of view of providing labour
resources, now and in the long run rural areas have significant reserves. This should be assessed as
a positive factor in the organization of activities for the care of the elderly and disabled people.
However, the delay in improving the legislative framework and the creation of favourable conditions
for the development of both state institutions and private care institutions may lead to the loss of a
significant amount of labour resources through the international migration of the Ukrainian
population. Therefore, the existing advantages of the working population availability should be
immediately taken.

Another important condition for the development of care institutions is the material and technical
base. The presence of free premises in the rural area (state ownersh ip and premises belonging to
territorial communities) can be positively assessed. These are the premises of former kindergartens,
hospitals that are in good condition. They were freed due to the reform and consolidation of health
care facilities and due to the reduced need for the number of places in kindergartens due to the
decline in the birth rate in Ukraine. In particular, according to statistical data, the number of hospitals
in Ukraine in 2015 calculated 1,775 units, in 2016 - 1,743 units, and in 2017 T 1,714 units (Health
Care institutions and the incidence of the population of Ukraine in 2017. Statistical digest, 2018).
That is, in 3 years the number of hospitals decreased by 61 units. Such premises are the most
adapted to the residence of persons in need of care. Subject to their refurbishment and major repairs,
these facilities can serve a good material basis for care activities. Construction of new buildings will
cost much more. Though, it is not a significant obstacle to the development of such a needed and
demanded activity.

An alternative approach to care also includes a home wardship. In Ukraine, it develops within the
framework of the Al -Ukrainian social program  AHome care 0. Such care is exercised over single people

who cannot take care of the mselves on their own. Actually, the provision of high -quality medical and
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social assistance to those in need is guaranteed thanks to the approval of the program. This line of

assistance was established in Ukraine in 1998. However, in case of both, the care institutions and in
the organization of home care, there is one and the same problem - the provision of qualified
personnel. Nowadays, there are practically No institutions, training specialists for nursing the elderly

and disabled people in Ukraine. This problem should also be solved soon.

Conclusions, proposals, recommendations
The conducted study allows concluding that there is an objective need and favo urable conditions

for the development of care activity for the elderly and the disabled in rural area s of Ukraine. There
is also a number of issues and obstacles to be solved in order to enhance care services. A number of
measures should be taken to ensure the dynamic devel opmen
activities.
To improve the quality of care, it is advisable to develop and approve national standards for care,
which should be based on international requirements, including Minimum standards for the inclusion
of the elderly and disabled in humanitarian response programs (Age and Disability C onsortium,
2015).
Private institutions establishment will positively affect the scope of care services. However, a
prerequisite for such activities should be a license. The public institution, namely the above
mentioned State Service for the Care Services Quality, should be entrusted with the issuance of such
a license. In addition, it is necessary to establish a system for monitoring and assessing the quality
of the services provided by state and public regulatory bodies. One of the most effective levers o ver
care activity should become the development of the system of informing on the inspections results.
To improve the accounting of business entities, providing care services of private ownership, and
the activities they carry out, it is necessary:
1 to crea te a Unified Register of social service providers and to introduce mandatory registration of
care providers in it;
1 to develop a system of standards for cost per capita, which is being watched, as well as an
approach to the formation of individual cost calc ulations. This is due to the individual and specific
needs of each person (state of health, the need for medicine and care products, the individual
characteristics of the body, etc.).
In order to attract the rural working -age population to the provision of care services, retraining
courses with the issuance of a relevant certificate, and training programs for care specialist in medical
education institutions should be established. The development of volunteering (conducting training

sessions with older peop le in different specialities, for example, mastering computers) is quite

perspective.
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ORGANIZATION OF FOOD SUPPLY CHAINS IN DIS PERSED PRODUCTION
ON THE EXAMPLEOFTHEOILS ECTOR IN POLAND

Bogdan Klepacki 1, Professor; Aleksandra Perkowska 2, MSc
L2Warsaw University of Life Sciences

Abstract.  The study presents a diagram of the supply chain in agribusiness prepared by the authors. A graphical

prese ntation of the flow of raw materials and fat products from primary producers (producers of raw materials and

means of production for agriculture) to the consumer was developed. Trends of changes in the production of rape and

its products, which occur after the economic transformation, are presented. It was found that the logistics chain for the
supply of rape and its products includes thousands of farmers, agri -food processing units, agricultural trade, wholesale
and retail food trade. It must be flexible, adapting to new challenges. The condition for success in the conditions of
dispersed production of raw materials is the efficiency of chain management as well as solidarity and mutual trust of the
participants.

Key words : logistics, agriculture, oil indust ry, oilseed rape, vegetable oils.
JEL code :Q11, Q13, R40, R41.

Introduction
Oilseed plants are becoming one of the most important agricultural products in Poland and in the world.

Globally, there are several important plants of this group, such as: soybea n, cotton, peanuts, rapeseed,
sunflower, palm kernels, copra, flax, sesame and castor oil (Wittkop B., Snowdon R.J., Friedt W.) Their
global collections in 2017 were estimated at 562.7 million tonnes. In Poland, the basic oily plant was

rapeseed, belonging  to the category of industrial crops, whose value in 2016 was 6.9 billion zlotys, that is

6.69 % of Polish global agricultural production and 6.73 % of commodity production (Central Statistical
Office, 2017). In 2017, 2.7 million tonnes of rapeseed were co llected in Poland, while 3.2 million tonnes
were available at the disposal of resources and imports (IAFE -NRI, 2018). Poland was the third producer

of rape on a European scale, more is produced only by France (5.2 million tonnes in 2017) and in Germany
(4. 3 million ha) (IAFE  -NRI, 2018).

Rapeseed is important as a source of income producers (on good soils and medium -sized), and in
creating jobs. It is the basic raw material in the oil industry (traditionally) and - more and more widely in
the production of  renewable fuels. Waste from processing is used as a component in the production of feed
(grits) for livestock.

The importance of production and the increasingly promising prospects for using rapeseed for non -

consumer purposes, but also energy (Sambra A., S Brensen C. G., Kristensen E.

relatively favorable level of profitability of this activity compared to other plants triggers farmers' interest
in rape cultivation (Elbehri A., Hoffman L., Ash M., Dohlman E., 2001). The significant numb er of producers
and processors results in the growing interest of farmers, oil companies and salesmen in the efficiency of
purchase and flow of grain and its products, that is the functioning of logistics chains (Rokicki T., 2013).
The aim of the study was to identify the supply chains used in agribusiness, especially in the trade of oilseed
rape and its products, as well as the trends of changes taking place in this sector. The studies used available
mass statistics data - Central Statistical Office, data prepared by Institute of Agricultural and Food
Economics - National Research Institute (IAFE -NRI) and literature on the subject.
From the produced vegetable oils (about 190 million t in the 2017/2018 season), the most important

item was palm oil (about 70 million t), then soybean oil (55.6 million t), rapeseed (25.8) and sunflower oil

L Corresponding author. E  -mail address: bogdan_klepacki@sggw.pl
2 Corresponding author. E -mail address: aleksandra_perkow ska @sggw.pl
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(18.9). The most important eight oils are palm kernel ail (7.5), cotton (4.5), arachis (4.0) and coconut olil

(2.8 million tons).

Trends in global and domestic production of oi Iseeds
The most important oil plants in the world are just three species. The global seed production in

2017/2018 amounting to 562.6 million tonnes as high as 338.3 million tonnes (60.2 %) was soybeans,
66.4 million tonnes (11.8 %) oilseed rape and 49.7 mi llion tonnes (8.8 %) sunflower (IAFE -NRI, 2018).
Their collections show a certain variability. For example, soybean production in 2017/18 decreased by
2.7 % compared to the previous season, and in the next (according to forecasts), it will grow by 5 % . The
same was true for sunflower seeds (corresponding figures were -0.6 % and 3.3 %), while in the case of
rapeseed, it was the reverse (5.0 % and -3.3 %). Soybean production has been invariably dominated by
US and Brazil agriculture (about 120 million tonnes) for years, followed by Argentina (with an upward
trend, up to a projected figure of around 50 million tonnes in 2018/2019) and China (over 15 million
tonnes). Canada and the European Union (about 20 million tons) are a powerhouse in the production of
rape seed. The major producers include India, China, Ukraine, Russia and Australia. The production of
sunflower is distinguished by countries such as Ukraine, Russia, China and Turkey.

In the European Union, the size of oilseed crops is determined by the rapese ed harvest, the remaining
plants are marginal or non  -existent. In turn, in the production of rape, besides France, Germany and
Poland, the major producer was Great Britain (2.1 million tonnes) Romania (1.8) and the Czech Republic
(1.1 million tonnes) (IAFE  -NRI, 2018).

In Poland, the area of rape cultivation prior to integration with the European Union was about 0.4

million ha, but after accession it quickly increased, even more than twice, to around 0.9 million ha. The
yields also increased (from 2.1 to 2.8 t/ha), which together resulted in an increase in the harvest of
rapeseed from 0.9 to 2.5 million tons (IAFE -NRI, 2018). From this in Poland, about 1.4 million tons are
needed for food purposes. This means that on average, it is possible to allocate (varia ble) seeds for
processing for energy purposes every year ( Figure 1).
35000
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Source: authoros calculations based on the Ce2018r al Statistical Of fice data 20
Fig. 1. Rapeseed production in Poland in 2004 - 2018 (thousand tonnes)
The cultivation of rapeseed i n Poland is spatially diversified, as farms from Western and Northern Poland

dominate here. It can be briefly stated that rapeseed is grown more widely in areas where there used to
be a lot of state -owned farms, and now larger farms dominate. In seven west ern provinces (for 16 in
Poland), the proportion of rapeseed in sowings accounted for more than 10 %, and in three of them even

more than 16 %.
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Typical supply chain in agribusiness

The logistics supply chain means the subsequent stages of the entire proces s of the flow of goods and
services from the producer to the consumer. Such a chain can be of various length and depth, and thus
start with primary raw material producers for the entire production (e .g. oil, coal etc.) or from a specific
chain link. Regard less of their length, all operations and processes must be coordinated in organization and
financially.

In a typical logistics chain  , there are many processes related to production management, inventory,
demand, order fulfilment and purchases. Therefore, w e deal with such links as: obtaining raw materials
(e.g. extraction), supply of raw materials and semi -finished products, production as well as distribution of
finished products to the customer. The logistics chain is a network extending between the supply and sales
markets, producers, suppliers, commercial and logistic units, and final recipients (Klepacki B., Jarze  bowski
S., 2000). It covers the flow of goods, information and financial resources.

The basic principles and organizational forms existing in | ogistic chains are also valid in food flows. The

organizational chart common to almost all agribusiness chains is shown in Figure 2.
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Fig. 2. Generalized scheme of food supply chains
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Rapeseed and oil products flow
Within the f ramework of agribusiness there are many logistic chains concerning individual agricultural

raw materials. As the most important one can indicate chains: grain, oilseeds and their products, milk,
beef, pork, fruit and vegetables. Primary products in agricul ture (raw materials) are: cereal grains, seeds
of oil and legume plants, grass grasses, roots and tubers of root crops, fruits and vegetables. Agricultural
grains are decisive for the scale of agricultural production, however, all products, including oilse eds, are
important. In contrast to cereals, for which agriculture is both a producer and a consumer, in the case of
rapeseed it is primarily a producer, to a small extent a consumer (only seeds for sowing).

Food products can be obtained from rape as a dire ct or indirect material. The first group includes milling
products, or ground meal as animal feed. Their share in consumption is minimal. Rape as an intermediate
supplier plays a more important role, being a source of raw material (fat) for the production of oils and
margarines. The importance of this product means that its movement and processing must take place in

the operational links of many networks of connections (Klepacki B., 2000). The main processes of the rape

supply chain and their links are show nin Figure 3.
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Fig. 3. Supply chain pattern oilseed market

340



Proceedings of the 201 9 International Conference "ECONOMIC SCIENCE FOR RURAL DEVELOPMENT" No 50
Jelgava, LLU ESAF, 9-10 May 2019, pp. 337 -342
DOI: 10.22616/ESRD.2019. 042

The rapeseed supply chain begins with producers and suppliers of means of production 3, such as
agricultural machinery and tools, construction materials, energy carrie rs, fertilizers, plant protection
chemicals, animal feed, medicines, seed and seed, etc. It is possible to look for the Aoots 0 of the chain

already in mines, machinery factories, chemical plants, but also in other farms. This indirectly indicates
how grea t the recipient / buyer of industrial and own production is the agricultural sector.
Agricultural production takes place in a large number of relatively small farms, hence it is very dispersed
and requires a good system of connections between grain produce rs and recipients, good organization of
transport and storage (Le  ao R.R.D.C.C., Hamacher S., Oliveira F., 2011). In contrast to other activities in
agriculture, the number of rapeseed producers has not decreased, but increased from 43 to 90 thousand,
more than double. This proves the growing interest of farmers in the production of rape. It is worth noting
that the number of total farms has decreased from 2.0 to 1.4 million, or 30 % (IAFE-NRI, 2018).
Rapeseed flow for processing takes place through many cha nnels. The simplest is the relationship:
producer - processor,thefarm - Oilindustry plants etc. (Hobbs, J.E., Young L.M., 2000). This type of supply
already exists, however, concerns mainly manufacturers of large batches of rape or producer groups. Many
farmers produce smaller quantities of rapeseed and use the services of intermediaries, such as commercial

companies and private entities.

Trends in the organization of supply chains oilseeds and their products
Socio - political changes and accession to the European Union influenced the Polish oil sector in both

production and structural aspects. The most important trends can be regarded as follows:

1 the decreasing number of farms in Poland was accompanied by the growing number of rapeseed
producers and the in  creasing scale of its production (Carr e P., Pouzet A., 2014);

1 the role and strength of direct connections between the processing industry and seed producers has
increased, which is expressed among others by imposing production technologies on farmers, the
number of intermediary links in the oil chain is decreasing;
precision in the application of technological requirements increases, especially in the use of chemicals;
outsourcing services for farmers are being developed, especially in the field of seed mar keting, but also
wholesale supply of revolving production means;

1 consolidation processes are progressing and the number of grain and rapeseed units is decreasing, while
local marketplace trade has been marginalized,;
the size of processing plants grows and their consolidation;
there has been significant technological progress and increased requirements in the field of technological
and hygienic regime in food processing (Sporleder T.L., Goldsmith P.D., 2003) including oilseed
processing;
there was a decrease in the role of small processing units, practically eliminating small oil mills;
there has been significant progress in the field of transport and storage infrastructure on the national

scale, which means that logistics costs in individual terms are decrea sing.

Conclusions, proposals, recommendations
1} The oilseed sector is one of the most important in Polish agribusiness, and its functioning is an

important factor determining the economic situation of many economic entities in agriculture and

beyond.
3 In the presentation of logistics chains of agricultural raw materials and their preserves, the authors usually omit the link of producers and suppliers of raw
materials and production means for agriculture. However, the authors consider this to be an erroneous approach, because modern agriculture depends on the

quantity, quality and timeliness of their deliveries to the same extent as industrial or commercial enterprises
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2) The lo gistics chain for the supply of rape seeds and its products is very extensive, it includes thousands
of rapeseed producers, agri  -food processing units, agricultural trade, wholesale and retail food trade.
It must be flexible, adapt to new challenges relate d to the technological and organizational progress
and changes taking place in the agribusiness environment and among clients.

3) Agriculture for many centuries functioned in some functional isolation from the rest of the economy.

Today, itis a full -fledged member of the food and national food economy complex. Individual links of

the chain are connected by a community of economic interests, both short -term (season, year) and
strategic .
4) The condition of success in supply chains, in the conditions of dispersed production of raw materials,

is the efficiency of their management and equally solidarity and mutual trust of producers, traders,

processors, consumers, recognition that each participant in the chain gains in a similar range.
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MENTAL COMFORT OF POL  ISH AGRICULTURAL PRO DUCERS
(PARTICIPATING IN FADN) AS APART OF S  USTAINABILITY INDICA TOR

Anna Kloczko -Gajewska 1!, Ph.D.; Piotr Sulewski 2, Ph.D. hab.
12 Faculty of Economic Sciences, Warsaw University of Life Sciences i SGGW, Poland

Abstract.  The research on social dimension of sustainability is rather underdeveloped when it comes to farms. This

paper contains presentation and assessment of parameters describing mental comfort of Polish farmers participating in

FADN. Basing on the rep  resentative sample of 600 farmers , we concluded that the distribution of mental comfort index

was close to normal. The index of mental comfort and the index of living conditions were not correlated, but we could
observe low, positive correlations between t he index of mental comfort and the economic size of the farm. According to

the survey, the farmers are rather overworked. They feel less stress when they can manage the risk and more when

they have No influence on the situation. About 1/3 feel frustrated b ecause they do not understand some of the law
regulations concerning their type of activeness. The level of mental comfort was positively correlated with the level of

education of the respondents.

Key words:  sustainability indicators, social sustainability , farms, FADN sample,  Poland.

JEL code :QO01,Q12, 131.

Introduction
Sustainable development and sustainability at various levels have been a problem addressed by

scientists of many specialisations as well as policymakers for decades. The interest in this t opic burst out
in the |l ate 1980s after the Brundtland report was published
much longer (Spindler, 2013), (Vehkam aki, 2005). In the common sense, sustainability is usually
associated with access to or preserving natural resources (clean air and water, energy resources, fertile
soil etc .). Concentrating on the natural resources , preservation implicates that quite often sustainability is
understood as being environmentally friendly, putting less stress on the socia | issues (Bebbington and
Dillard, 2009, cited after Galdeano -Gomez, Perez-Mesa and Godoy -Duran, 2016). We should remember,
however, that the aims of development are always social, and they should be reached with the
consideration of environmental impact and economic feasibility (Sachs, 2011) . Although we believe that
real sustainability can be achieved only when all of the dimensions (namely: environmental, economic, and
social) are considered - accordingtothe Astrong sustainability 6 concept (Pearce, 1993), (Thompson, 2007)
- in this paper we would like to focus only on the social issues.

The indicators of social sustainability are quite often used in the research at national level (for example
Raczkowska (2017) or Miku la (2016) writing about social inclusion) or at regional and local level
(Wykluczenie, 2006 ; (Miku la, 2017), but they are rather underdeveloped at the level of particular economic
units. Farming is a specific type of economic activity, where there is No clear division between a business
unit and a family (Lowrance, Hendrix, and Odum, 1986). Thus, Athe motivations of family farmers often go
far beyond profit maximization, and encompass social and ecological aspects that will benefit their
community 0 (Galdeano -Gomez, Perez-Mesa and Godoy -Duran, 2016, p. 352). At the same time , the
production process is very much dependent on the climatic conditions and soil quality; this is why it is quite
natural that the researchers dealing with sustainability in farming concentrate mostly on the environ mental
issues (Balbi et al., 2015 ;Reytar, Hanson and Henninger, 2014). There are some analyses that focus on
the social dimension of sustainability in farming (Campbell et al., 2004 ; Bacon et al., 2011 ; Galdeano -
Gomez, Perez-Mesa and Godoy -Dur an, 2016) , bu t according to Latruffe et al. (2016) , social sustainability

of farms (and, more broadly, of agriculture) is the dimension that would need the most development of
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