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Abstract

The issue of how to stimulate economic growth and development remains
an open question. The EU structural funds are meant to help solve the problem
at the regional level within the framework of the cohesion policy. Only some of
these funds are used to directly subsidize businesses that are the engines of
growth in a market economy.

This paper aims to evaluate whether structural funds have played
a positive and significant role in the development of enterprises in a region
which does not belong to the economic leaders in Poland. It is based on the
results of a direct study, statistical data and evaluation reports, as well as on the
economic literature.

The direct study was conducted in 2011. It focused on micro-economic
projects supported by EU funds in the Lodz region. Interviews were conducted
with representatives of 80 enterprises, which had completed at least one such
a project. We conclude that the subsidies from structural funds have positively
stimulated the modernization of the companies, albeit on a limited .scale
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1. Introduction

Art. 174 of the Lisbon Treaty (Consolidated versiff Q) stipulates that
the “overall development of the Union” calls fortiaos that would guarantee
real convergence of the regions, not only, as hes lihe case so far, in the
economic and social dimensions, but also theiritbeilal cohesion. These
actions are designed to improve efficiency in tee of resources and reduce the
disparities in living standards among integratimgreemies which, for various
reasons, cannot be achieved by market mechanisrag policies pursued by
individual countries (Pelkmans 1997). The cohegiolicy, in its pro-efficiency
aspect, should thus be treated as an equivalestataf intervention at the level of
the Union, which facilitates long-term growth andoeomic development in
circumstances when market mechanisms enable esiems to make decisions
in line with the evolving competitive advantageaofegion. In the light of new
structural economics (Lin, Monga 2010), state @gtiw in the area in question
can be justified by, e.g. market weaknesses in sesinthe coordination of
development processes in various sectors of econdiy is reflected in the
inability of the private sector to ensure the aadaility, to market participants, of
sufficient infrastructure to modernise and diversife structure of production of
goods and services. This is relevant to both issdhcomponents, i.e. transport,
communication, and energy, as well as its “softhponents, i.e. highly skilled
employees, subsidies for investment purchases, imgapital, or expansion
into foreign markets. Interference can also befjadtby the assistance a state
can offer to entities which take the risk of impkamting innovations connected
with shifting to new, more modern and productivenofacturing sectors.

Structural funds and the Cohesion Fund, which tedige a part of the
Union’s general budget for development and soci#lppses, are the most
important instruments for achieving cohesion. Th& kstitutions have
a decisive voice when it comes to deciding whiatgpammes will be supported
in the member states, which results from the cdioricthat this is the way to
a better allocation of production factors in alttees of the economy (Molle
2000). The selection of specific programmes is, dn@, a political compromise
between equality and efficiency.

The success of the cohesion policy in all threeedisions depends, first
of all, on the accelerated development of weakgiorss, i.e. on the dynamics of
the endogenous potential of their economies, nasamial transfers which, by
improving only the living conditions of the locabmmunity, fail to stimulate
technological innovation or modernise productiorucures. The necessity of
such distribution of funds relates mostly to regievhere the level of income is
low and the growth rate is slower than for thethér neighbours. The region of



The UseEM Structural Funds By Enterprises... 81

Lodz is a good example. Although GDP per capitagased in this region from
47% of the EU27 average in 2004 to 56% in 2010,ahsolute differences in
relation to the best regions in Poland - Mazovial amwer Silesia - also
increased (Raport Polska 2011).

In the financial perspective of 2007-2013 the bakicument specifying
the principles and directions binding in Poland floe allocation of structural
funds is the National Cohesion Strategy. Its objest and assumptions are
detailed in 22 national and regional Operationalogklammes. These
programmes finance projects proposed by entitiem fthe sector of public
finances as well as by non-public entities, amohgv companies are the most
numerous group. Over a half of the funds allocddedPoland end up in public
infrastructural projects. Enterprises receive 30% EJ funds, but they
implement the largest number of projects.

When taking into account the commonly known infnastural
weaknesses undermining the international competiggs of the Polish
economy (Schwab 2012), the need for rational eidansf the road and railway
networks to stimulate growth remains unquestiéniiévertheless, the effective
use of EU support at the microeconomic level separicularly important to
activate local production resources. Companiewistyifor maximisation of
profit will, in the end, be decisive for the sucse$ the cohesion policy.

Numerous research studies, evaluations, and reghgdassing the effects
generated by structural furidare dominated by works on the macroeconomic,
regional, and sectoral effects of individual Opiersl Programmes, not on the
importance of funds for companies in regions whith not have the best
economic record in Poland. These latter effectsnaneh less visible to the
general public and do not have such a large impaoh the EU’s image as do
infrastructure projects. Hence, the objective o ffJaper is to explain the use of
funds by companies in the Lodz region and to astesis potential importance
for the modernisation of the region’s economy. Qusions are drawn based on
a questionnaire study conducted in 2011 with thpresentatives of 80
companies which had completed at least one EU grajethe Lodz regich

2 At the present stage of development investingdal water treatment plants, airports, roads aeitsid
transportation networks, aqua parks, concert &iatioperas raises certain doubts (Gorzelak, 2012).

3(http:/Avww.rpo.lodzkie.pliwps/wcm/connect/rpo/rsinbna._glowna/ewaluacja/badania_ewaluacyjne/)
Evaluations and reports are often commissioned$ijtutions, which distribute the subsidies that
is why their impartiality can be questioned.

4 This paper is partly the outcome of a researchieprtHuman and social capital as
development factors in the LodzRegimafinanced by the European Union under Europesiat
Fund. The project was carried out between 2010-2912 team of academics of the University of
Lodz.
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Attention was paid to investment projects co-firethcfrom the European
Regional Development Fund (ERDF) under the Regio@jerational
Programme for the Region of Lodz (ROPRL). The maximsubsidy for such
projects is EUR 2 min.

2. Characteristics of enterprises in the Lodz regio

Poland is divided into sixteen regional administeatunits (hereinafter
‘regions’). The region of Lodz covers 5.8% of tlat area of the country, with
a population of over 2.5 million, i.e. 6.7% of thmopulation of Poland.
Compared to other regions, its economic developrigentoderate. In 2010 the
value of the GDP generated in the Lodz region wa® F,416.6 bin,
representing approximately 7% of the national GDRerms of GDP per capita
the national average reached PLN 34K, while theesaatio for Poland was
PLN 37.1K.

Since more detailed characteristics of enterpiiisébe Lodz region can
be found in the literature (Dargaski, Misiak 2012), below we present only
some data whichdirectly illustrates the situation:

« in 2009 the share of agriculture and industry mgtructure of the economy
of the region, measured by gross value added, dgdeine average for the
country as a whole, while the share of constructiod services of all types
(trade, finances and insurance, other services) besw the national
average. This indicates a relatively greater depecel on traditional sectors
(Produkt.., 2011);

« gross value added per working person in all sestass12 percentage points
(pp) lower than the Polish national averageo@ukt.., 2011). Agriculture
and financial services were the closest to theonati average, while the
processing industry and trade services performedwtbrst in this respect
(lower by 15 pp and 12 pp, respectively). Compammeghe region were
characterised by low productivity, which is maimye to an anachronistic
intra-sectoral production structure. This is pantacly true of industrial
processing, where the productivity index was ambegowest in Poland;

« the share of employment-related costs in grossevaldded was 39.8%,
compared to the national average of 41.5Pgodukt.., 2011), which
suggests that low labour costs constitute an adgantf the region;

e in 2011 the list of the 500 largest companies itaRd included only 14
companies from the Lodz region (with the best rdriieno. 27). This means
that there are no local champions which, by devetppcooperation
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networks with smaller companies, could become |atoras of economic
growth in the regionL{sta 50Q 2012);

* in 2010 there were 38 companies with foreign capiga 100K inhabitants,
compared with 60 per 100K for Poland overall. Thesmpanies accounted
for less than 1% of all private companies registérethe region, and only
138 had a capital share higher than USD 1min. imgeof the structure of
companies employing more than nine persons, corapawith foreign
capital had a 32% revenue share, 27% share in tefrfinancial results,
33% in terms of revenue earning costs, 10% in teinesnployment, 20% in
terms of fixed asset expenditures, and more thdinohahem dealt with
exports and/or imports. This large share in terfraconomic importance of
the small, not very strong group of companies witiieign capital
demonstrates how weak local competition is (Dziakélgospodarcza..., 2011);

« when it comes to innovation, the region of Lodinighe moderate group.
Within that group, in the category of medium inntra, it ranks next to last
in the hierarchy of EU regions (Regional..., 20123. relative strength in
this aspect consists in innovation enablers; aldwer is the activity of
companies in creating innovations, and the biggestikness concerns the
effects of implementing innovations. In other wqriigovation potential in
the region was relatively significant, outlays emadvation not among the
lowest, but resources and the way such innovatisese used did not
translate into the commercialisation of new sohsioi.e. into economic
results. This means knowledge is not considereqifgigntly important as
a factor that could improve the competitivenesBusfinesses in the region.

3. Possibilities of allocation of projects to compées

Enterprises may use preferential external sourtamding subject to the
provisions on state aid. Since 2004 there are @isgrammes co-financed with
the EU resources, which, because they are non-abpgyare highly attractive to
entrepreneurs. They are addressed to various neRisind sectors of economy,
e.g. for investment in fixed assets, implementati@i innovation,
internationalisation of economic operations, anchaén resources development.

Regional Operational Programmes (ROPs) are the mmpsirtant source
of funding for companies at the regional level. a&oall they enable the
purchase of fixed assets. These programmes are lemepted by the
Operational Programme Innovative Economy, whicHicances, e.g. research
and development of new technologies, with subsitfiasmay exceed EUR 2M.
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Hence, big companies successfully apply for themwall as affiliates of
international holdings which operate in Poland.

By the end of September 2012, 6970 contracts weayeed for the
implementation of EU projects in the Lodz regionon@anies were
beneficiaries in 3540 contracts, i.e. more thanf.h8bme of them have
implemented more than one project however, hereatimber of companies as
signatories of the agreements amounted to 1905s,Tless than 1 % of all
economic operators in the region benefited from fikds. The total value of
contracts reached approximately PLN 8.5 bin.

The projects financed from structural funds can digided into
investment and non-investment projects (Dgfiski 2012). The first category
includes infrastructure such as roads, communiegtisocial infrastructure, and
the environment, and is addressed to governmeninginative organs and local
authorities at various levels. Companies may apfidy subsidies for
modernisation and development of their productiapacity.

Among non-investment projects, there is a spea#égory of projects
relating to public responsibilities in the field @hn active unemployment
prevention policy and social welfare. These arerested mostly to local
administration, as the so-called ‘systemic projecter which funding is
guaranteed almost automatically, i.e. without teechto bid for it. The second
category comprises projects connected with makidgcation available to
schools at various levels, and to entities, ineglgdcompanies, which offer
educational or vocational training courses. Thedteategory includes projects
that subsidise R&D projects and works, and the émantation and
commercialisation of innovation. These projects arailable to companies and
entities working in the field, i.e. higher educatiinstitutions and research
institutes. In the fourth group are projects thapport entrepreneurship,
designed for existing companies and potential-siast

The above demonstrates that all companies musly dppl resources
under operational programmes by submitting projeals, which poses
additional requirements connected with the draffigan application. Bidding
also means competition which, in theory, shouldéavthe selection of the best
projects, on the condition that the institution gfintermediates in budgetary
allocations to projects is able to correctly evieduhe proposals in terms of their
substantive merits. In most instances the prop@salgconomically reasonable,
as they usually require the engagement of a beasfis own resources in the
amount of 50% of the total value of the projectd gmofitability parameters
(price) are conditioned by the competitive EU singlarket. However, in the
Polish reality meeting the above conditions forirapim allocation of resources
using administrative methods turns out to be vifigdt (Geodecki et al. 2011).
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4. Sample profile

The study included 80 companies from the voivodedifi Lodz that
received assistance from EU funds. It was condubtgdieen April and June
2011 as a direct and partly structured study, usheg method of targeted
sampling and individual in-depth (expert) interview

According to data generated from the KSI SIMIK &-National
Information System, since the beginning of the pmogme in 2007 until 31
March 2010, within the framework of the Europeangi@eal Development
Fund 954 contracts for co-financing were signedeuride Regional Operational
Programme for the Region of Lodz. This means thatsample covered 16% of
the beneficiary population.

Almost all respondents were based in cities, o6 ®f them in Lodz
(capital of the region), and only 5% in rural aredach a proportion correctly
reflects the territorial dispersion of companiesereing EU assistance in the
voivodeship.

Roughly 2/3 of interviews were conducted with mersbef the top
management bodies: directors, CEOs or their depufléne remainder of
respondents occupied lower positions. They mairlpiged to the middle level
staff: project managers and coordinators.

The questionnaire, which consisted of 36 questiont®tal, comprised
classification questions as well as questionsingab behaviours and attitudes.
They were of both the closed and open-ended tygaesvere accompanied by
rating scales. Interviewers could ask for additionformation, change the order
of questions or ask for more detailed explanati@en-ended questions were
divided into two main thematic modules. The firsterred to the respondents’
opinion on the impact of EU funds on employment andan capital in their
companies. The second concerned their evaluatidheoddministrative system
of spending EU funds in the region. The averagatihm of interviews was
approximately one hour.

The sample was clearly dominated (85%) by small andlium-sized
companies employing respectively between 10 andad® from 50 to 249
people. Micro companies were much more scarce amg Icompanies formed
the smallest group. Because of the structure ofettumomy in the region, we
analysed mostly industrial processing and tradioigmanies, as well as some
construction companies, but we omitted businesses the agricultural sector.
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5. Economic profile of the sample

Despite the economic slowdown in Poland in 200%® thajority of
companies covered by the study increased both saéds and employment in
the 2006 — 2010 period, and these two indices mieatlifor only a very few
companies. Only a small group (11%) increased séithsreduced employment,
which may be interpreted as a symptom of accelératedernisation. Almost all
companies in 2010 were profitable and recorded pnodit.

In 2010, compared to 2006, there were more exmpitmmpanies and
entities for which exports had become the main @waf sales. Nevertheless,
the overall importance of foreign markets remainador. Although in 2010
almost 60% of companies recorded revenue from ¢éxpiowas the main source
of sales for only 11%, and the only source for &#§. Hence, the dependence
of companies upon the economic situation in Polaasl significant.

Exports played an unequal role in individual sextdvore than three-
fourths of industrial processing companies, oné-béltrade companies, but
only less than 30% of other servicing companiedt deith exports. All of the
output of construction companies ended up in theattic market.

Three-fourths of companies covered by the studywet up before 2001,
meaning they were experienced in economic opemation

6. Project profile

The sample included companies which received asgist from EU
funds. Almost half of them implemented only onejgect more than one-fourth
implemented two projects, while 15% implementeck fir more. Thus only
a small fraction of the sample had a great deakpérience in EU projects.

Our survey showed that this experience came ab@aduglly. Some of
the submitted applications were negatively assesgéctermediary institutions,
a process experienced once or twice by a majofithe analysed companies.
There were different reasons for rejecting applicet, such astoo few points
in the evaluation (9), substantive errors in thpliaption (9), formal mistakes
(7), inconsistency of the project with the objeetof a given measure (5), project
not innovative enough (4), and misleading by thkermediary institution (3).

In order to better evaluate the importance of Eébueces for companies,
one should examine the motivations and motifs ofifganies which applied for

® The share of companies listing particular reasegsven in brackets.



The UseEM Structural Funds By Enterprises... 87

project subsidies. In their answer to a closed tiuesthe respondents could list
several reasons. In their opinion the most imponteas the receipt of resources
for technical modernisation of production equipmeéZmwmpanies expected that
this would be achieved by the purchase of more mmod&chinery, equipment

and research devices, which will improve their nearlposition. These

expectations featured mainly in the group of sraatities and in industrial and

construction businesses. Acquiring soft skills thetip gain markets (e.g.

negotiating skills and languages) was treated ssilaportant. The majority of

companies perceived the participation in EU prgjest a factor which enhanced
their reputation, although this was not considergdimary goal.

The need to improve the quality of human capitativabed only one
fourth of companies to submit an application. Timpartance of the factor was
appreciated much more by service companies tharsindl ones (but less than
half in both cases), which might relate to on ageraigher skill requirements
vis-a-vis the workers and higher labour intengityhie service sector.

Figure 1. Reasons for applying for EU funds

65
number of 0 ou hd ou
companieéo
(in%) 50
40 26,2
30 ; 18,7
20
0 N .
0 T T T T
solving concrete expected  expected personalhigher prestige of positive
problems financial benefits benefits (e.g. the company  experiences of
for companies better other companies
organisational connected with
skills, improved EU projects
professional
skills)

Source: own study.

In order to identify the major difficulties in thdelivery of projects,
respondents were presented with nine factors ® oat a five-point scale
Besides the distribution of factors for our anaysf the answers, we used the
mean, standard deviation, and coefficient of valitsgbPrior to this we assessed

% The following scale was used for difficulties:itilé or not difficult (1), a little difficult (2),
moderately difficult (3), difficult (4), very difGult (5).
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the reliability of the measure using Cronbach’shalgoefficient Its value of
0.744 means that the measure was highly relialdiecén the results which we
obtained can be statistically analysed.

It turned out that, contrary to some earlier opasi@and expectations, the
implementation of EU projects did not cause any amgproblems (see
Adamkiewicz et al. 2009.; Weiss 2011, pp. 190-1849st respondents stated it
was “a little or not difficult” or “a little diffialt”. The mean (2.257) for all
answers suggests that on average the difficulter® wonsidered to be slightly
more than “a little difficult”. Assessments of indiual factors were clearly
differentiated, which is confirmed by the high wedu of coefficients of
variability (almost all above 50%).

The most troublesome issue for respondents wasitkeof experience in
drafting the documentation, and the need to proemdéinancing for projects.
As a result, knowledge concerning how to preparemlication was strongly
correlated to the frequency of applying for EU reses, which confirms the
importance of the principle dkearning by doingfor success in competitive
bidding. The vast majority of companies which agglinot more than three
times declared difficulties in drafting an applicat (“moderately difficult”,
“difficult” or “very difficult”), while over half the companies which applied for
EU funds more than three times classified the dliffies related to the
application process as minor (“little or not diffic’ or “little difficult”).

The requirement to contribute one’s own resouraes @-fund using
them posed serious difficulties (at the very leassessed as “moderately
difficult”). These especially concerned small andcnm-companies, usually
weak in terms of capital and struggling to maintiiancial liquidity. Perhaps
that was why their problems with providing their owesources could not be
solved by applying for a bank loan. Even the costdeaafting project
documentation was sometimes an obstacle, as thegganies used the services
of consulting companies when drafting the applaratiHence, in terms of
competition for EU money, bigger, better managetérpnises with adequate
human and financial resources stood a better chaingmning.

" This reflects the level of agreement among respotsdin answers to individual questions,
i.e. shows the probability of answers to questionsa scale from 0 to 1. The higher the
coefficient, the better the answers measure thegrhenon covered by the study, (see Ferguson,
Takane, 2004).
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Table 1. Importance of experience in drafting projet application and difficulties in using
EU programmes

How many Difficulties in benefiting from EU
times did the programmes connected with the
) . - . Total Average
entity apply for absence of experience in drafting
EU resources 7 project application
v. little or none moderately
' and little difficult, difficult
and very difficult
in %

1 21.7 78.3 100.0 3.304
2 36.4 63.6 100.0 2.905
3 30.0 70.0 100.0 3.100
4 55.6 44.4 100.0 2.556
5-9 83.3 16.7 100.0 1.750
10 and more 75.0 25.0 100.0 2.500
Total 42.5 57.5 100.0 2.810

Source: own study.

Table 2. Ensuring own resources as an obstacle teriefiting from EU programmes, and the size

of companies
Employment Importance of ensuring own resources [as Total Average
an obstacle
moderately
very little or none important,
and little important and very
important
in %

up to 9 people 375 62.5 100.0 2.87%
10 — 49 people 35.3 64.7 100.0 2.758
50 — 249 people 47.0 53.0 100.0 2.41p
250 and more 100.0 - 100.0 1.50(
Total 43.7 56.3 100.0 2.557

Source: own study.

Relations with the implementing institution and #ing bodies that
monitor the use of EU resources were considereddea problem. This would
seem to be a good sign in terms of the organisatibrstate and local
government administration in the region. One of iitgportant tasks was
disseminating information about projects to and ragnpotential beneficiaries.
Most respondents positively assessed the flow dbrimation from the
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implementing institutions. However, these weredpmions of those companies
which received funds (“in general the availabild information seems rather
good. | and a large share of my acquaintancesvwetéhe money from the EU
so it cannot be bad. [...] Those who receive tinel§usay it is easy, those who do
not, say it is difficult”).

Figure 2. Difficulty ranking for benefiting from EU programmes (by average answers)

difficulties in receiving bank loan for
making outlays for future reimbursement..
knowledge and skills of the staff of
implementing institution
unclear information about funding projects
with structural funds

auditing
cooperation with implementing institution

cost of project documentation
the need make outlays for future
reimbursement
the need to provide own resources to
implement the project

lack of experience in drafting an application

aver
0 1 2 3
The means were calculated using the following sohdfficulties: little or not difficult (1), litte difficult (2),
moderately difficult (3), difficult (4), very difiult (5)

Source: own study.

7. Outcomes of EU projects

According to the vast majority of companies, thelementation of EU
projects is worth continuing. This is confirmed the fact that at the time the
study was conducted almost three-fourths of respatschad already decided to
participate in subsequent project bids, while 02¥% concluded they did not
need them for the growth of the company.
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Figure 3. The share of companies planning to appfgr EU resources in the future

Hyes
1% no

® hard to say

Source: own study.

Benefits and costs were assessed by responderits reficrence to
fourteen factors on a three-degree Scdfer most of them (56%) the balance
was positive, and only 14% of respondents evaludteth negatively. Despite
the 14% negative assessments, it should be notdd aB has already been

mentioned, only 2% did not plan to re-apply forowses from Operational
Programmes.

Our detailed analysis of effects showed that ptsjeontributed mainly to
the enhanced competitiveness of the majority of gaomes, mainly due to
significantly improved technical equipment. Thisoaled companies to offer
customers new products and/or services of highatditgu Productivity also
improved. Over 60% of companies increased theiessabut rather on the
domestic market than through exports. The intradocof new organisational
solutions and improved business management hadch sraaller impact upon
the above changes.

As has already been stressed, for the majoritypofpanies the main goal
was to upgrade, in broad terms, their productspoduction. In our sample as
many as 85% of companies stated that they achithischim, the rest had no
opinion. This means that, from the microeconomimpof view, EU resources
were rationally used. On the other hand, howevety @ few companies
improved their innovation potential by applying fmatents, certificates, or other
intellectual property rights to products and tedbgms. This may mean that the

8 The following rating scale was used to asseseffiets: yes, no, hard to say.
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level of implemented innovation was moderate, d&adl improved competitiveness
resulted from higher marginal productivity of intrasnt.

Relatively few companies went beyond the acquisiibnew machinery,
establishing new commercial relations (mostly vdtdmestic rather than foreign
companies), implementing marketing innovation, ayaining access to new
distribution channels. Average prices were notdased either, as the activities
undertaken served to strengthen strategies of ditimpepricing rather than
competing over the value of products sold.

Figure 4. Effects achieved as a result of the impigentation of the EU programmes (share
of companies)

increased prices of products/services
new distribution channels

increased exports no

new commmercial relations abroad
hard to say
changes in marketing

increased dommestic sales

new commercial relations in the country
increased total sales

organisalional irmovalion

increased number of offered products/services
higher productivity of labour

new products/services

improved quality of products.services

changes in the level of technical equipment

T T 1
0% 509 100%

Source: own study.
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Table 3. Increase in innovation capacity as a redwdf EU projects (in %)

Item Company’s status:
in the process

yes of obtaining no Total
Other quality certificates 13.7 25 83.4 100.0
Patents for inventions 6.2 5.0 88.8 100.0
IPR for utility models 8.7 1.3 90.0 100.0
Rights to registered industrial designs 10/0 90.0 00.a
Protection of trademarks 12.5 87.% 100.G

Source: own study.

8. Impact of projects upon companies’ human resougs

One of the main objectives of the cohesion polinyFoland is the
reduction of unemployment, i.e. better use of labou quantitative terms.
On the other hand, it is generally considered i market success of
a company and growth of the economy depend onuhtity| of these resources,
i.e. on human capital (Florczak 2012). For thissogain our study we looked at
projects implemented by companies from the poinviefv of managing the
human factor.

Projects turned out to be an effective stimulusifioreasing employment
in more than 70% of companies. The increases, henvexere not that large and
usually did not exceed five new jobs. Only a vesw frespondents hired more
than 20 new employees. Employment was mostly basedemployment
contracts (96 % of companies), i.e. the form usuatiost attractive to
employees. Civil law contracts, which offer morexibility to employers, were
more scarce and were used by only 28 % of entegiriShere was only one
case where the implementation of a project led deaease in employment. As
could be reasonably expected, the increase in gmgliot was much higher in
medium-sized than in small companies.

A private company does not include combating unesipent as its
primary objective, but rather aims at generatingrafit. Hence respondents
drew our attention to the inconsistency betweerstwal and efficiency-related
requirements in competitions for projects fundedhwihe EU funds. They

® Respondents could choose several answers.
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pointed out that purchasing machinery and equipmémt implement
technological and organisational modernisation iitmed rather at reducing
labour costs than increasing employment. This lafck propensity to hire new
people was also dictated by striving to bettertbeé& own staff.

Most companies were rather clear about the reqeinésnwith respect to
the skills and experience of employees they werekisg. While these
preferences were strongly differentiated, neveetbelpeople with a technical
background were definitely the most frequently ¢hir€his was typical not only
for industrial processing and construction, bubdisr the services industry.
A clear preference was given to young people, itiqudar between 26 — 35,
i.e., young but with some professional experie&télled workers were most in
demand, with high skills, professional experierare] a specialist background.

However, companies hired only several people wigh Iskills (mostly
between one and four, very rarely more). The newtyuited employees were
not usually intended for managerial positions, &aad a technical vocational
background (e.g. machine operators, mechanicsjghiehtechnical education
(IT, engineers). It may be said they complementemndn resources in
companies without significantly altering their sage quality. Only in a few
individual cases were people recruited for managensitions.

Table 4. Highly skilled persons employed as a reswf EU funded projects*

Did the company need to hire highly skilled people .
S . Number of companies
as a result of project implementation?
absolute numbers in %
No 25 43.9
Yes 32 56.1
Total 57 100.0

*This question was posed only to companies whiatladled increased employment as a result of thegtroj
Source: Own study.

Human capital in companies which implemented EUjqats also
improved with the assistance of various trainingirees. Trainings were
organised in more than three-fourths of the cormgmariihe percentage was a bit
higher for service companies than in industrialcessing and construction.
Employees were mostly trained domestically, muchenmarely abroad. In more
than one-third of the sample trainings and couresy were attended by the
majority of staff. These were very popular mosthly those sectors offering
modern services.

Training was independent of position, but employwese trained more
often than managers. It's noteworthy that the acesifsr the former were of an
ad hocnature relating to the current needs of a compasypposed to being
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designed to systematically improve skills. Upgradgkills was mainly related
to investments, as in almost half of the comparies/as connected with
servicing the machinery and equipment purchasedh U funds. Other
trainings, such as in computer literacy and prattkills necessary in given
industries, were less popular. Some employees veeguainted with the
regulations and procedures for the implementatibrEd projects. Training
courses addressed only to managers, which were mocé rare, dealt mainly
with managing a company, human resources, prodyctimrking time, and
guality. There were very few foreign language cesrs

The usefulness of training courses was assessedraBn open-ended
guestion. Opinions differed (“... EU funds motivatmmoyers to train their
people, which is always positive. Improved skillsually lead to higher pay,
which is also good. It is a pity, however, that soof the training courses made
no sense. [...] We have serious reservations vis-dhe knowledge our staff
acquired at courses.

The only exception is in those cases where the aognprganises training
itself to train its people in a given direction”).

Figure 5. Subjects of training courses (share of oagpanies)

foreign languages

soft competences
position-related

finances and accounting
managing EU projects
commercial and marketing
It and computer science
sectoral

management

number of
61% companies (in %)

operating machinery and equipmment

0% 50%o 100%

Source: own study.

The effects of EU projects on human resources impamies were
determined by asking questions accompanied withreetdegree rating scale
(no, little, big). We took account of eleven fastorwhich became our
assessment criteria. Opinions were highly diveEg. programmes positively
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impacted some factors, but less positively othéssessments broken down by
the size of companies and sectors were similar.

The impact of projects on employees’ skills waseassed the highest.
According to the majority of companies, it was vensitive and contributed to
improved skills and knowledge concerning technalabiprogress. Many
companies pointed to better organisational skiflsheir managers. However,
a number of companies assessed the impact asvegjatninor. This is
consistent with the opinions of companies presemteshswers to open-ended
guestions (,using structural funds contributes toplioved qualifications,
knowledge, and skills of the employees, which iases the technical level and
quality of products which we manufacture and sé&lbour productivity
increases, workers make fewer mistakes, and use efificient tools”).

To a limited extent, EU projects led to a bettanitfication of employees
with their enterprises. In many companies stafation decreased and salaries
and wages increased, but usually only a little.

Figure 6. Structure of impact of EU projects upon luman resources (share of companigs

lower rotation of employees at
managerial positi ons

increased salaries of managers

lower rotation ot employees at non-

. i = no
managerial positions
increased share of employees wilth
hi gher education
increased salaries and wages of other YES, to
employees little
better identiti cation of emplayees at extent
managerial positions with the company Hyes toa
beller idenli Gcalion of employees al large
non-managerial positions with the. .. extent

better organisational skills of managers
improved working conditions

immproved emnmployees' skills

0% 50% 100%%

Source: own study.
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9. Conclusions

The cohesion policy in economically backward regiam Poland should
enhance their endogenous growth potential. In tbedzLRegion economic
growth depends mostly on the development of SMHBschvface particularly
acute problems in gaining access to external seuofgfunding and, out of
necessity, must use their own capital resourcescéjesubsidies from structural
funds can provide them with a unique opportunityifivestment and support in
their struggle for market success.

In fact, due to the scarce supply of EU subsidiedy a few companies
have benefited from the opportunity. At the sameetias demonstrated by our
study, the projects involved rarely introduced aeyv quality or provided the
foundations for sustainable growth. Above all tHegused (successfully) on
providing effective support to technical moderrimatf existing manufacturing
equipment and helped the beneficiaries increase itierginal productivity of
capital by exploiting low labour costs. Howevegyrtontributed only to a small
degree to the introduction of the latest manufamgumethods or switching to
more modern economic sectors. Rarely were they ased tool to invest in
human capital. It may be said that although thewtrdouted to the increased
value of output of beneficiaries, only rarely ditetprojects encourage them to
offer their products to more demanding foreign retsk

We must stress that this conservative approachadagted by enterprises
which had a past history of good economic res@tning access to structural
funds in fact required sound finances and spekifimv howabout the rules and
procedures of competing for the resources. Thus, ftinds were mostly
allocated correctly from the social point of viewdastrengthened the more
competitive market participants.

The study also shows that increasing the pool b$islies for companies
would not necessarily remedy the situation withpees to accelerating
economic growth in the region, mainly because eflitmited efficiency of the
bureaucratic machinery that allocates the subsidies the large transaction
costs involved in direct allocation. This matteowever, requires a more in-
depth analysis.

In the light of the forthcoming financial perspeetifor 2014-2020, the
concept of having local authorities concentratettan use of the resources for
growth-oriented rather than for social objectiveas hbecome of primary
importance. Rational support to local businessescreate technological
development and accumulate human capital shoulahbienportant part of the
plan. However, it remains uncertain whether dieot subsidies for businesses
can become an effective tool for this.
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Streszczenie

WYKORZYSTANIE FUNDUSZY STRUKTURALNYCH UE PRZEZ
PRZEDSIEBIORSTWA W REGIONIE £tODZKIM

Celem artykutu jest wyjaienie sposobu wykorzystania funduszy strukturalnyc
UE przez przedsbiorstwa z wojewddztwa tédzkiego i ocena ich wphpalgospodark
regionu, ktéry nie naly do gospodarczej czotéwki w Europie i w Polsce.

Podstaw do wycggania wnioskow stanowiwyniki badania bezpoedniego
przeprowadzonego w 2011 rsndd przedstawicieli 80 firm, ktre ukozyly co najmniej
jeden projekt unijny w regionie todzkim. Glawruwag paswigcono projektom
inwestycyjnym, wspoffinansowanym z Europejskiegod&szu Rozwoju Regionalnego
w ramach Regionalnego Programu Operacyjnego Wojetwal tddzkiego. W artykule
wykorzystano réwnie dane statystyczne, literaturprzedmiotu oraz wyniki bada
ewaluacyjnych.

Z przeprowadzonych analiz wynikae dla wielu badanych przedbiorstw
fundusze unijne stanowily vree Zzrodio finansowania inwestycji i walki o rynkowe
sukcesy. Tym niemniej, ze wryl na bardzo ograniczgnliczbe i maly wartasé
projektéw nie da si nimi utatwi rozwoju przedsgbiorstw i regionu w szerszej skali.



