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FOOD PRODUCT INNOVATIONS AND THE MAIN
CONSUMER TRENDS

Szczepan Figiel
Univeristy of Warmia and Mazury in Olsztyn

Justyna Kufel

Institute of Agricultural and Food Economics — National Research Institute

Abstract. Relatively slowly growing global food markets, soft demand, and ample supply
make product innovations a key factor in attracting consumers attention. Consequently, in
order to develop successful innovative products food producers are supposed to accurately
track consumer trends. The aim of this paper is twofold. Firstly, recent developments in
food product innovations and major consumer trends are contrasted in order to assess how
successful food producers are in meeting new consumer demands. Secondly, gaps between
the consumer trends and innovativeness of food companies are indicated. Results of the
performed analyses based mainly on the data from a study by XTC World Innovation pub-
lished in 2015 and literature sources suggest that considering main consumer trends food
product innovations should be primary oriented towards pleasure and health.

Key words: food innovations, consumer trends, market niches

INTRODUCTION

Due to strong worldwide competition it becomes more and more difficult to offer
differentiated food products, which would be better than existing alternatives. Therefore,
not the marketers but the consumers and their aspirations should determine the types
and nature of the food product innovations. Tirole [1988] distinguishes product innova-
tions as being new kinds of goods and services introduced into a market, and process
innovations as concentrated on reducing costs of goods and services already produced.
Agro-food sectors need both the product and the process innovations, however from the

Corresponding author: Justyna Kufel, Institute of Agricultural and Food Economics — NRI,
Swigtokrzyska 20, 00-002 Warszawa, Poland, e-mail: kufel@ierigz.waw.pl
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6 S. Figiel

consumer utility standpoint the former are much more persuasive and therefore they are
often of greater market importance for companies. Consumers expect innovations, what
is reflected in new trends appearing currently in the consumer markets. Specifically, 63%
of consumers are looking forward to new products, 56% would like to switch to a new
brand, and 49% tell the people around about recently purchased products [Nielsen 2014].
The key problem lies therefore in seeking for food product innovations, so that, the food
industry may continue growing. As a solution to this stalemate Nielsen [2014] pointed out
concentrating on consumers whose behaviour ultimately defines innovations instead of
relying on marketers, who because of their past results and practices are not able to decide
what a true innovation is, and what is not. Only consumers preferences and aspirations,
as well as their purchasing behaviour may reveal and affirm an innovation. Consequently,
in order to innovate through meeting unfilled demands, food producers should more ac-
curately track consumer trends.

The aim of the paper is to contrast recent developments in food product innovations
with features of major consumer trends in order to assess how successful food producers
are in meeting new consumer demands, and to indicate gaps between the consumer trends
and innovativeness of food companies, so that, market niches could be better identified
and filled. The main hypothesis is that not all signs of current consumer trends are rightly
detected and considered by food producers, as they are supposed to be when a spectrum
of product innovations introduced into food markets is analysed in the context of con-
sumer latent needs. In other words innovativeness food producers do not fully match
expectations of the changing consumer expectations.

DATA AND METHODS

In quantitative approaches to study economic phenomena a trend is usually meant as
a long-term tendency of a given variable to change its value in one direction. The changes
may have increasing, decreasing or side character, where a side trend may be also called
a stable one, as it lacks significant declines or growths and the considered variable val-
ues oscillate around a certain constant level. For the purpose of this paper the term trend
is viewed somewhat qualitatively as described in the Cambridge Dictionary, namely as
“a general development or change in a situation or in the way that people are behav-
ing” (http://dictionary.cambridge.org/dictionary/english/trend). Basic features of trends
include their variability, the overlap (comorbidities) and the simultaneous emergence of
a counter-trend (divergence). Consumer trends may have a psychological, economic or
social, short- or long-term, regional or global character [ Vejlgaard 2008]. Simultaneously,
they are objective and do not depend on the consumer will or consciousness. Specifically,
according to Zalega [2013] consumer trends result from some megatrends observed in the
social, economic, legal, political, demographic or technological contexts.

The analysis of consumer trends presented in the paper is based on the critical review
of secondary sources, in which results of various studies regarding observed changes and
tendencies in consumer behaviours were discussed and synthetized. In the Polish litera-
ture especially important contributions to this field have been recently made by Zalega
[2013] and Mroz [2014]. Additionally, major megatrends as underlying factors for con-
sumer trends are highlighted.

Acta Sci. Pol.



Food product innovations and the main consumer trends 7

Consumer trends influence producer trends by creating new rules of functioning for
food companies. This also refers to their innovative activities being undertaken to address
changing needs and wants of the consumers. Developments taking place in this area were
analysed using data from a study by XTC World Innovation [2015]. The study consists
in segmentation of each food product category launched in 2014 in 40 countries. Each
new product is precisely described regarding innovative features and then positioned on
the XTC trends tree. Because of the paper space limit only the world perspective was
taken into account, however, the issue of regional differences and their consequences was
analysed too. After description of the main producer innovation trends and presentation
of their examples regarding food, also a change in trends importance between the periods
2002-2006 and 2010-2014 is discussed in this paper.

The next step of the analysis was to identify gaps between potential consumer ex-
pectations reflected in the trends and the types of introduced innovations regarding food
products. Then, based on deduction and expert assessment areas for promising future
innovations comprising specific market niches were indicated. Finally, more detailed sug-
gestions are formulated regarding some aspects of consumer preferences, which should
be taken into account to avoid failure when developing breakthrough innovations.

RESULTS OF THE ANALYSIS

Consumer trends have their sources in significant social, economic, political and tech-
nological changes, which are coming slowly, but they make lasting 7-10 years, profound
impacts on our lives. Most of them are connected with the change from the industrial to
the post-industrial era characterised with an increasing role of knowledge and creativity
as well as with an empowerment of employees [Naisbitt 1982]. These, so-called mega-
trends observed today are as follows [Zalega 2013]: gerontologization of society, rejuve-
nating society, luxurisation of consumption, lifestyle design, distanced (conscious) con-
sumption, lazy (convenient) consumption, increasing mobility of people, centralization
of consumption, information society or cybernetic consumerizm (resulting from social
media, virtual consumption and multitasking), experience marketing, and avatarization
of consumption.

Megatrends are connected most of all with changes regarding life expectancy, level
and distribution of income, value systems of consumers, structure of employment, en-
vironmental concerns, as well as with rapid development of information technologies
[Figiel 2015]. The most significant event influencing recently consumer trends was the
2007-2008 financial crisis. Since then, buying things hasn’t been so strongly placed in
the centre of human activity any more. Households had to limit their consumption whilst
becoming more conscious that capitalism and mass production may rely also on overex-
ploitation of workers, animals and natural environment. Consequently, purchasing deci-
sions started to be made in a more responsible way, whereas before the crisis consumers
were more individualistic and egocentric. They enjoyed buying and owning tailor-made
products, through what they built their ego, and believed that an idyllic world of con-
sumption should have ensured a good mood [Mréz 2014].

Eight main post-crisis consumer trends discussed in the literature are the following:
anti-consumption, conscious (ethical, responsible) consumption, collaborative consump-
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tion (mesh, sharing economy), freeganizm, intelligent (innovative) consumption, smart
shopping, cocooning (home centralization), and non-stop [Zalega 2013]. In this paper
these trends have been considered with reference to the food consumption.

The consumer megatrends have impact on the marketing-mix of food companies.
The most significant changes concern promotion, as general strategy described by spray
and pray had to be replaced by attract and engage, which consists in offering experiences
and sensations as well as building relationships, what includes responding to consumer
feedback, and presumption [Mréz 2014]. In order to attract consumer attention firms take
advantage of trexy marketing, which should make a brand more trendy and sexy'. Also,
promotion campaigns have to be more innovative, creative and interactive. Specifically,
young users of information technologies expect infotainment, edutainment, entertainment
[Mréz 2014]. As a result, thought-out, long-term strategies are replaced by marketing
happenings and provocations.

In Table 1 there are 15 trends listed, grouped into 5 axes, which represent poten-
tial producer responses to consumer expectations with exemplary descriptions regarding
features of food products. The axes are meant as major domains of general consumers’
expectations, which are supposed be to addressed by innovative food producers, direct-
ing their market efforts eventually reflected in the formation of visible trends concern-
ing food product attributes and features. They can be briefly characterised as follows
[XTC World Innovation 2015]: pleasure (induced by enticing quality, often emotionally
charged), health (expressed by health benefits and risk prevention), physical (driven by
attention to appearance, body shape or state of mind), convenience (based on efficiency
of use and adaptation to new lifestyles), and ethics (focused on solidarity, concern for
others and the environment).

It has been observed that innovations are more likely to occur in certain food catego-
ries than in others [XTC World Innovation 2015]. In 2014 the most innovative worldwide
were the following categories: soft drinks, dairy products, appetizer grocery products,
frozen products, ready-made meals, and biscuits. Innovations noticed in these categories
accounted for 8.3, 7.2, 6.3, 5.7, 5.6 and 5.4% of the world total innovations, respectively.
Categories with especially fast increasing number of innovations were alcoholic beverag-
es/aperitifs and meat/delicatessen. During the last year the share of the first one increased
from 2.9 to 4% and the second one from 2.6 to 3.9%.

After the crisis producers became more oriented to satisfying needs of the consumers
related to pleasure, health and ethics, and relatively less active in introducing innovations
embracing convenience and physical aspects (Fig.).

Consequently, more than half of all food products launched in 2014 addressed the
needs for pleasure. Second important objective was to make products healthier, and third
to make them more convenient. The least important for the food producers were consum-
ers expectations linked to physical and ethical issues. According to XTC World Innova-
tion [2015] food producers are mostly interested in making their products more varied in
senses, more sophisticated, easier to handle, more natural and medical, whereas the least

!In order to do this virus marketing, world of mouth, guerrilla marketing, ambient media, trendset-
ting programs, building controversies around a brand, different platforms for exchanging experi-
ences, also virtual ones, are employed [Mroz 2014].

Acta Sci. Pol.



Food product innovations and the main consumer trends

Table 1. Food product innovation axes and trends in context of consumer expectations

Axis Trend Description of product features

sophistica high-quality, exclusive, rare, attaching details regarding recipes, ingredients, production
tFi,on (1 processes, packaging, design (e.g. ingredients of prestigious origin like Amazon rainfor-

est, adding sweet taste to traditionally savoury meals, food treated as art)
new taste, shape, colour, texture, seasonal and occasional products, breaking conven-
© variety of tions, new experiences, ¢.g. Greek yoghurt instead of sour cream, meals for hot and cold
§ sensesy(Z) consumptions, seaweed as an ingredient in sweet and savoury recipes, more delicacy and
8 lightness of textures, introducing exotic products like wasabi into local recipes (fusion

=9

cuisine)

exoticism (3)

new, different tastes and recipes from abroad, e.g. Burma cuisine, ready meals based on
recipes from Japan, little known fruits like dragon fruit

fun (4)

surprising, entertaining, interacting products, e.g. packaging created with a sense of hu-
mour, with pictures taken from social networks, tattoo design

natural (5)

improving and not harming health, e.g. limiting a number of ingredients, stevia as
a sweetener, animals reared without antibiotics and GMO, leafy vegetables prepared to
eat, especially kale, use of vegetables in snacks

ingredients benefiting health, additional or naturally present/absent, e.g. snacks and

% . drinks improving eyesight, rich in vitamins and minerals superfoods like red berries,
S medical (6) . . .
o guarana, spinach, or seeds (chia, amaranth, quinoa), gluten-free products, food and bever-
ages alkalizing body, baobab raw or for drinking
positive influence on health because of basing production on plants, e.g. adding hemp
vegetal (7) good for heart, vegetable products consumed during symbolic moments of enjoyment
and celebrations
ingredients improving a weight loss or a lack of ingredients fostering a weight gain, e.g.
slimness (8) meals with konjac, slower and less industrial production process, edamame (immature
soybeans) in dips, products with ingredients of low calories and fat
= relaxing, stimulating body, e.g. single-serve size of beverages used in order to cool down
-2 energy, well- or warm-up the body during sporting, lactose free, and enriched with proteins and cal-
= being (9)  cium milk, adding microalgae (e.g. spirula, chlorella, euglena), beverages reducing stress
A (with lemon balm, kava-kava, GABA)
. making more beautiful, e.g. beverages lightening skin for young Asian women, strong
cosmetic : X . . . .
(10) trend in Latin Amerlce}, products with aloe, Coenzyme Q10 and collagen improving
a condition of a face skin
easier carrying, eating, discarding, e.g. family-sized ready-made dishes, prior division in
easy to han- portions, kit included, separate sauce, special spoon for babies, herbs, vegetables, mush-
° dle (11)  rooms for self-growing at home, packaging with windows, products ready to be served,
% e.g. in slices
g . . short time of preparation or cooking, e.g. semi-ready or precooked products, packages
z limesaving o h vanilla, spices, herbs for infusion cooking, so called meal solutions combining ap-
g (12) w1t. vani a, p , ] ' g, g ap
@) petizer, main dish and dessert in a single box to take away
nomadism easiness of eating regardless conditions, e.g. on-the-go and economy sizes, seaweed in
(13) snacks and as salads after adding water
supporting disadvantaged people, not harming human rights, e.g. resigning from a part of
solidarity  the profit for the sake of regional economic development, children with autism, or people
2 (14) suffering from cancersas, e.g. symbolized by pink ribbon (breast cancer) or moustache
= (prostate cancer)
= respecting animals and nature, e.g. bottles and coffee capsules made of plants, edible
ecology (15) packaging, packages embedded with seeds possible to plant in the ground, assuring ani-

mal welfare, and protection and sustainability of marine resources

Source: Own elaboration based on XTC World Innovation [2015].
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Fig.  Changes in structure of food product innovations in relation to trends

Source: Own elaboration based on XTC World Innovation [2015] data.

important features are those related to cosmetic, solidarity, ecological and vegetal trends.
Of course, it should be remembered that what kind of trend dominates and whether all of
them appear differ across geographic locations and product categories.

When analysing the consumer and food product innovation trends, they seem very
similar and intertwined. As matter of fact, these trends mutually permeate as well as one
kind of trend may result from another one. Yet, the consumer trends can be viewed as
indications of the market demand, whereas, product innovation trends as manifestation
of the market supply. Following this reasoning these trends were confronted, as reflec-
tions of the two sides of the food market in terms of compliance, understood as a degree
to which the food innovation trends follow the main consumer trends. The results of
a qualitative analysis presented in Table 2 show how strongly a particular food innovation
trend (FPIT), representing producers’ innovative market responses, satisfies consumers
expectations and needs embodied in the identified consumers trends.

The sign minus means that a response is fairly weak or none, and the sign plus means
that a response is clearly observable or strong. It appears, that out of 15 food innovation
trends, new product development only in 4 of them can be considered as satisfying the
consumer needs in more than half of the trend areas. Consequently, this implies that food
producers are not currently very successful in meeting new consumer demands. The fol-
lowing innovative producers efforts seem to be not sufficiently meeting the consumers’

expectations:
» ingredients improving a weight loss, or a lack of ingredients fostering a weight gain
8

* making more beautiful (10);
* new taste, shape, colour, texture, seasonal and occasional products, breaking conven-
tions, new experiences (2);

Acta Sci. Pol.



Food product innovations and the main consumer trends 11

Table 2. Assessment of the compliance of the food product innovation trends with the consumer

trends
C trend.
Axis  FPIT Onisuer encs Sum of luses
A B C D E F G H

° (1) - + — — + + + — 4
2 _ @ - - - - - + + - 2
<

Q — — — — — —

2 3) + + 2

4) _ _ + _ — — + + 3

= (5) + + - + + + + - 6
g __ - - - - - + - + 2
= 7 - + + + + + + - 6
5 ) - - - + - - - - 1
% ) + - - - + + - + 4
= (10) - - — + — - - — 1
g ° (11) - - + + + - + + 4
% é (12) + _ _ + + — + + 5
O (13) _ _ + + _ _ _ + 3
Ly (4 + + + — - —~ - - 3
e (15) + + + + + - - + 6
Sum of pluses 5 5 6 7 7 7 8 7 52

FPIT- Food product innovation trends numbered as in Table 1; A — Anti-consumption; B — Conscious con-
sumption; C — Collaborative consumption; D — Freeganism; E — Intelligent consumption; F — Smart shopping;
G — Cocooning; H — Non-stop; (—) weak producers’ response; (+) strong producers’ response.

Source: Own elaboration.

* new, different tastes and recipes from abroad (3);
» ingredients benefiting health, additional or naturally present or absent (6).

Improvements in the market offerings related to the above mentioned areas would
probably be especially welcome by consumers. In contrast, food product innovations
addressing the needs related to the biggest number of consumer trend areas include:

* improving and not harming health (5);

» positive influence on health because of basing production on plants (7);
* respecting animals and nature (15);

» short time of preparation or cooking (12).

Approximately only half of the product innovation trends respond in a visible way to
the needs of enumerated consumer trend areas, what probably means that within the rest
there is not enough market offerings developed for certain consumer groups. This should
be encouraging for food producers to look for prospective market niches and explore
them, even if it’s not easy to decide what kind of food innovations a certain consumer
group really wants.

Results of the performed gap analysis indicates that the degree of satisfying needs of
various consumer groups by different food product innovations seems to be insufficient.
Significant niches may still exist in the food market and efforts to successfully fill them
should be directed to provide: more pleasure for anti-consumers, more physical attributes
and convenience for conscious consumers, more physical attributes and healthy products

Oeconomia 15 (3) 2016
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for collaborating consumers, more pleasure for freegans, more convenient and ethical

products for smart shoppers, more physical attributes and ethical products for home lov-

ers. Interestingly, intelligent and non-stop type of consumers are the only groups, whose
expectations are at least partly addressed in each of the five food product innovation axes.

This may mean that innovative food producers respond to the needs of such consumers

to the greatest extend.

Based on results of the analysis, also some more specific recommendations regarding
desired features of innovative food products can be formulated with reference to each
consumer trends. They are as follows:

+ anti-consumption — products supporting disadvantaged people, not harming human
rights;

» conscious consumption — relaxing, stimulating body, plus easiness of eating regar-
dless conditions; and ethics;

» collaborative consumption — surprising, entertaining, interacting products, plus easier
carrying, eating, discarding for groups;

» freeganism — physical, plus respecting animals and nature;

+ intelligent consumption — surprising, entertaining, interacting products (social media),
relaxing, stimulating body;

» smart shopping — new taste, shape, colour, texture, seasonal and occasional products,
breaking conventions, new experiences, plus new, different tastes and recipes from
abroad;

* cocooning — improving and not harming health, plus short time of preparation or
cooking;

* non-stop — health plus convenience.

The above recommendations represent an attempt to generalize results of the per-
formed study and related analysis considering consumer and food product innovation
trends from the perspective of the globalized world. The discussed trends are born and
driven mostly by behaviour of consumers and producers representing the Western world.
We can also see that the more developed a country is, the stronger are both the orientation
towards fun, quality, health, individualization, and the need for diet, functional, organic,
fresh, convenient food. Of course, it should be kept in mind that demand for particular
innovative food products can significantly differ across product categories, world regions
and countries?.

CONCLUSION

A simultaneous analysis of food product innovations and the main consumer trends
can provide not only an interesting insight into the degree to which supply in food mar-
kets meets the demand, but also allows to identify strategic directions food producers
looking for business opportunities should follow. Assuming that consumers’ trends at
least to a certain extent are primary and should direct producers responses regarding

2 Description and analysis of such differences in details is beyond the scope of this paper and could
be a subject of a separate study.
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product innovations, the world food industry seems to be fulfilling consumer wants and
wishes unequally. An attempt to match characteristics of consumer trends with features
of innovative food products, reflecting the food product innovation trends (FPIT) accord-
ing to XTC World Innovation [2015], showed that only in case of 52 out of 120 analysed
combinations, so less than 50%, represented clearly observable expected producers’ re-
sponses. Results of the analysis indicate a constantly increasing role of food innovations
connected with health and pleasure. Regarding pleasure, through their purchasing deci-
sions consumers want to show respect for other cultures, they are looking for products of
better value, and for those which will show them the beauty of life, while social media
play an increasingly important role, enabling consumers to create products from the be-
ginning (called collaborative customisation).

The ethics and physical trends lose in sense their importance, as instead of buying ethi-
cal products people prefer rather to do something else for nature, animals and people, and
the physical trend converges to the health trend. A special attention should be paid to such
aspects as improving and not harming health, because in future they will probably shape a
major trend connected with simplicity regarding ingredients, packaging, recipes, and may
be strengthened by a growing tendency to look for food purchased directly from producer
(short food supply chains), which involves a face-to-face or through social media interac-
tions. The question is however, if such phenomenon being partly a comeback to tradition,
should be considered as offering innovative products. This also refers to a revival of tra-
ditional food products offered usually by small producers, what is for example observable
and publicly supported in the EU countries (http://www.tradeitnetwork.euw/TRADEIT-Sup-
port-for-the-Traditional-Food-Sector#&panel1-3). Considering the convenience trend, it no
longer seems to be viewed as strongly related to innovations, apart from certain groups of
consumers, for instance, those interested in collaborative consumption.

Development of both consumer trends and food product innovation trends is strongly
influenced by global events such as the recent 2007-2008 financial crisis. Current con-
sumer trends clearly embody much more focus on saving, rational buying and minimizing
consumption. Consumers don’t trust marketing messages, they are less loyal to brands,
more critical and expect personal attention. This new global business environment drives
food product innovations trends, however the results of the gap analysis show that there
are still spaces for products innovations, especially regarding pleasure and health in con-
nection with the simplicity. So, this means that attractive market niches still exist and
should be explored by food producers in terms of business opportunities. But, strategic
choices of food producers may be successful only if consumer perspective is properly
understood, what means not only showing empathy and judging the products offered in
the consumers’ eyes and getting them involved in building collaborative relationships, but
also creating open companies acting like innovation hubs.

REFERENCES

Figiel, S. (2015). New Consumer Trends in Traditional Dairy Products. An Economic Perspective.
Paper presented at the Conference and Brokerage Event Innovative Technologies for Tra-
ditional Dairy Producers, Poznan, 18-19.06.2015.

Oeconomia 15 (3) 2016



14 S. Figiel

Mréz, B. (2014). Nowe trendy konsumenckie. Implikacje dla strategii biznesowych firm. Paper
presented at the XXV Ogolnopolski Zjazd Katedr Marketingu, Handlu i Konsumpcji,
Torun 14-16.09.2014.

Naisbitt, J. (1982). Megatrends: Ten New Directions Transforming Our Lives. Warner Books.

Nielsen (2014). Nielsen Breakthrough Innovation Report — European Edition.

Tirole, J. (1988). The Theory of Industrial Organization. MIT Press, Cambridge.

Vejlgaard, H. (2008). Anatomy of trend. McGraw-Hill, New York.

XTC World Innovation, 2015. World Innovation Panorama. Key facts, new trends, outstanding
concepts in food innovation.

Zalega, T. (2013). Nowe trendy i makrotrendy w zachowaniach konsumenckich gospodarstw do-
mowych w XXI wieku. Konsumpcja i Rozwoj, 2 (5), 3-21.

ZYWNOSCIOWE INNOWACJE PRODUKTOWE A GLOWNE TRENDY
KONSUMENCKIE

Streszczenie. Rynek dobr zywnosciowych charakteryzuje si¢ znikomym wzrostem, stabil-
nym popytem i szeroka oferta, co sprawia, ze innowacje produktowe sa gtdéwnym czynni-
kiem przyciagajacym uwage konsumentéw. W konsekwencji, aby udanie rozwija¢ inno-
wacje produktowe, producenci zywnosci powinni wlasciwie §ledzi¢ trendy konsumenckie.
Cel artykulu ma dwojaki charakter. Po pierwsze, pojawiajace si¢ ostatnio rodzaje zywnos-
ciowych innowacji produktowych skonfrontowano z gtéwnymi trendami konsumenckimi,
aby oceni¢ jak udanie producenci zywno$ci zaspokajaja potrzeby konsumentow. Po drugie,
wskazane zostaly luki migdzy trendami konsumenckimi a innowacyjnos$cia firm wytwa-
rzajacych zywnos$¢. Rezultaty przeprowadzonych analiz opracowane na podstawie danych
zaczerpnigtych z publikacji XTC World Innovation z 2015 roku oraz zrédet literaturowych
wskazuja, ze biorac pod uwage glowne trendy konsumenckie, zywnosciowe innowacje pro-
duktowe powinny by¢ zorientowane przede wszystkim na przyjemnos¢ i zdrowie.

Stowa kluczowe: innowacje zywno$ciowe, trendy konsumenckie, nisze rynkowe
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SOURCES AND STRUCTURE OF INCOME
OF AGRITOURISM FARMS IN THE POLISH CARPATHIAN
MOUNTAINS

Jozef Kania, Matgorzata Bogusz
University of Agriculture in Krakow

Abstract. The paper contains an analysis and evaluation of sources and structure of income
in small agritourism farms, located in the region of the Polish Carpathian Mountains. Em-
pirical data were obtained using a questionnaire interview with 73 farms. Their analysis
enabled separating five types, i.e. agritourism farms with marginalized agricultural produc-
tion below 2 ESU, semi-subsistence farms with predominance of plant production 2—4 ESU
or with predominance of animal production 2—4 ESU and economically viable farms with
predominance of plant production above 4 ESU or with predominance of animal production
above 4 ESU. It was demonstrated that the structure of income of all types of the surveyed
agritourism farms is dominated by non-agricultural sources of income, i.e. agritourism and
accompanying services and permanent or seasonal work beyond the farm, business activi-
ties, as well as social benefits — retirement pensions and disability pensions, rather than in-
come from agricultural production. Income from agritourism activities has the greatest and
positive effect on profitability of the surveyed farms.

Key words: agritourism, small farms, sources of income, Polish Carpathian Mountains

INTRODUCTION

Over centuries, sources of income, their tangible form, and importance for the qual-
ity of living were changing but they were always necessary for the human existence.
However, for primary societies income alone was not the main purpose of their activities.
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Their needs were reduced to getting food necessary to survive and after satisfying these
needs they were ceasing activities which today are described as business activities for the
purpose of earning income. With time, income became one of the basic purposes of busi-
ness activities, especially when the entities hiring employees started dealing with these
business activities, and income generation became a purpose both for employees and
business units alone [Zegar 1999].

A characteristic feature of income of agricultural farms is their diversity. The structure
of income in agricultural farms includes: income from agricultural production, income
from non-agricultural activities, work beyond the farm, but also retirement pensions, dis-
ability pensions or allowances. As indicated by the findings of other research, creating
alternative sources of income is also one of the most often indicated reasons by farm-
ers and country inhabitants who apply for financial support for projects from EU funds
[Satota 2009]. According to the research, agricultural farms and rural areas in Poland
were strongly supported under the Common Agricultural Policy (CAP) of the European
Union (EU) in the period 2004-2013 [Kania 2009, Kania and Bogusz 2010, Bogusz and
Kietbasa 2014].

Traditional source of income of a farmer’s family, namely agricultural income, be-
comes more and more often enriched with non-agricultural sources related both to the
farm, e.g. agritourism, and, first of all, gainful employment beyond own farm and social
benefits [Zegar 1999, Musiat et al. 2005].

In respect of personal income of peasants’ families, the following can be distinguished
[Zegar 2004]:

+ families where the basic source of income are agricultural activities in own farm (agri-
cultural income);

+ families whose maintenance basis is mainly income from work beyond the farm;

« families whose source of personal income is both income from agricultural activities
and from other non-agricultural sources.

One of the ways of stimulation of the development of rural areas and their multifunc-
tional development is the development of agritourism activities [Wiatrak 1996, Sikora
1999]. Agritourism as a form of business activities of agricultural families is the subject
of social policy analyses and the Common Agricultural Policy. It has a significant role in
the development of agricultural farms and multifunctionality of rural areas. This is also
an example of additional source of farm owners’ income and one of the elements of the
development of rural areas. It uses accommodation, nutritional and recreational base in an
agricultural farm and its natural, production and service environment, thereby ensuring an
opportunity to improve the quality and living standard for the inhabitants of rural areas.

The essence of agritourism is the fact that it involves a specific type of tourist serv-
ices and, what’s most important, sorts of these services and their quality. According to
Krzyzanowska and Roman [2012], it is one of the most crucial factors which have an
impact on this sort of activity. Agritourism it can be a specific local product [Dziekanski
etal. 2014].

According to Sikora [2012], an agritourism farm, like every business entity, requires
economic analysis. Kutkowska [2003] also states that agritourism requires economic
analysis and evaluation. On the other hand Marks-Bielska et al. [2014], as well as Roman
[2015], are interested in the subject of agritourism, as a form of business activity.
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The income of agritourism farms has not been well analysed yet. Although it was the
subject of research carried in Wielkopolskie Province [Jgczmyk et al. 2015], it hasn’t
been investigated in details in mountainous regions. Hence, an attempt of this paper’s
authors to analyse agritourism farms in the Polish Carpathian Mountains.

The Carpathian Mountains are the largest and most important mountain tourist region
of Poland, the only one that features a mountain landscape [Lijewski et al. 2008]. The
area of the Polish Carpathian Mountains belongs to the most attractive areas of Poland in
terms of tourism. It is a region with unusual natural and cultural wealth. On the other hand,
it is an area of small scale of farms and large work resources, and its production space
is dominated by individual farms. Basic economic indicators that characterize the Polish
Carpathian Mountains in respect of agriculture include: large number of agricultural farms,
fragmented areal structure of farms, low soil bonitation index, large share of the area of ar-
able lands covered by the support for disadvantaged areas, relatively low yields of plants,
high share of permanent grasslands in the area of arable lands and low level of agricultural
income [Musiat 2008].

PURPOSE, SCOPE AND RESEARCH METHODS

The purpose of the paper is indicating sources and assessment of the structure of income
in agricultural farms conducting agritourism activities, located in the geographic region of
the Polish Carpathian Mountains where natural and cultural conditions foster the develop-
ment of this form of non-agricultural activities. The research hypothesis was formulated as
follows: agritourism activities and income obtained have a significant impact on the eco-
nomic situation of the surveyed agricultural farms in the Polish Carpathian Mountains.

The surveys covered over 240 small agricultural farms, located in 17 counties of
Matopolskie, Podkarpackie and Slaskie Provinces. On the first stage about 10% of agri-
tourism farms in the Polish Carpathian Mountains registered in the Institute of Tourism
were investigated. On the basis of the results, the above agritourism farms and their activi-
ties were described. The conclusions of the research were basis to a detailed analysis of the
income of these farms.

On the second stage 73 farms were analysed which comprised approximately 30% of
the total number of all farms investigated on the first stage. It comprised about 3% of all
farms registered in the Institute of Tourism. In this paper the authors have presented the
results from the second stage. Farms were selected purposefully for the surveys. The selec-
tion criterion were: location of a farm in rural areas of the Polish Carpathian Mountains,
registering and conducting agritourism activities for minimum three years, arable lands in
less developed areas (LFA), a farm registered in the Agency for Restructuring and Mod-
ernization of Agriculture (ARMA) as the beneficiary of direct payments.

The source data include the year 2011 and they were acquired by the method of stand-
ardized interview using questionnaires. Questions included in it made it possible, among
others, to calculate income from agricultural production, income from area payments
(direct payments, payments for LFA, agro-environmental payments) and income from
non-agricultural activities, i.e. agritourism, services accompanying agritourism, perma-
nent or seasonal work of a farmer beyond the farm, own businesses and social benefits
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(retirement pensions and disability pensions). Because of the difficulties connected with
confirming data concerning the income not connected with farm activity, they are treated
as estimated data. Hence, calculated structure of income reflects only the standpoint and
opinions of respondents.

Taking into account the classification of the economic size of agricultural farms in
ESU' for the purposes of accounting (FADN?) in Poland and in EU [Goraj et al. 2004],
five types of agritourism farms were distinguished, for which the economic analysis was
conducted (Table 1).

When analysing the impact of various sources on total income of the farm, the Pear-
son’s linear correlation was used, which determines the level of linear dependence be-
tween random variables [Kukuta 1998]. In the correlation analysis, the following elements
were taken into account: X — agricultural income, X, — income from area payments, X3
— income from agritourism activities.

Agricultural income in the analysed farms was estimated on the basis of the rear
volume of sale and consumption of agricultural products and incurred direct and indirect
costs according to the data obtained from respondents, including in-depth interviews us-
ing a questionnaire.

The level of income from area payments (including payments for less favoured areas
— LFA) under CAP was obtained on the basis of decisions from the County Offices of the
ARMA received by farmers.

The level of income from agritourism activities was estimated by the research authors
on the basis of information obtained in the questionnaire interview that contained data
concerning the number of person-days of stay in agritourism farms, revenues and ex-
penses incurred in these activities.

Owing to the criterion of number, two criteria were used using the Pearson’s linear
correlation. The first one includes total surveyed farms (group 4), the second criterion

Table 1. Types of agritourism farms distinguished in the surveys and their number

Numbering Name of type of agritourism farms Economic - Number of farms

size in ESU N)
Isttype  agritourism farms with marginalized agricultural production <2 31
semi-subsistence agritourism farms with predominance of plant
2nd type production (>50% of total production) 24 13
semi-subsistence agritourism farms with predominance of ani-
3rd type mal production (>50% of total production) 24 10
4th type economlcally. viable agritourism farms with predominance of o4 3
plant production
Sth type economically viable agritourism farms with predominance of -4 1

animal production

Source: Author’s own research.

"' ESU — European Size Unit — presents economic size of a farm, calculated on the basis of standard
gross margin (1 ESU = 1,200 EUR).
2 FADN — Farm Accounting Data Network.
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includes economic size of farm expressed in ESU (groups 1-3), thus the previously ana-
lysed five types of farms were reduced to three groups in consequence of excluding in
the typology the division of standard gross margin separately for plant production and
animal production, but including the whole agricultural production. Therefore, the first
group included farms <2 ESU, the second group 2—4 ESU and the third group included
farms >4 ESU.

Calculating the standard gross margin (SGM) for plant and animal production as well
as for the whole farm was possible on the basis of the data received from the area pay-
ments and from the registration of animals (ARMA).

RESEARCH FINDINGS
Structure of income in agritourism farms by types of farms

As it seems from Figure 1, in farms with marginalized agricultural production (1st
type), the main source of income was permanent work beyond the farm (34.7%). Agri-
tourism activities accounted for high percentage (25.9%). It was noticed that the surveyed
farms gain in this type also income from services accompanying agritourism (3.6%).
Income from agricultural production is a minute share, because on average only 4.5%.
Significant share in income, as much as 22.6%, have social benefits, and, by the way,
for many years it has been a situation quite typical of the Polish countryside [Kowalska
2009].

In farms with predominance of standard gross margin from plant production (2nd
type), the largest percentage in income — of 32.5% is recorded by permanent work beyond

social benefits
(pensions,
___retirements)

22.6%
permanent work
beyond the farm
34.7% temporary
employment

2.5%
__other
1.3%
agricultural
production

4.5%

other own business
activity

income from 5.0%

agritourism-related

services _ agri-tourist activity
3.6% 25.9%

Fig. 1. Structure of income in agritourism farms with marginalized agricultural production — 1st
type (N =31)

Source:  Author’s own research.
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the farm and agritourism activities. Income from non-agricultural activities accounts for
14.2%, while social benefits account for 13.1% (Fig. 2).

From the analysis of semi-subsistence farms with predominance of animal production
(3rd type) it results that the main source of their income was permanent work beyond
the farm (40.5%). It was noticed that with regard to the concerned types of farms the
percentage of income from agritourism activities decreased (17.2%). Private business
has a relatively high share (13.8%) in income. By analogy to the second type of farms,
income from agricultural activities in total income is minute share (15.5%) — Figure 3.

To sum up the findings of the analysis of types of semi-subsistence farms that con-
duct agritourism activities, it can be concluded that agricultural production is not in them
a significant income of farmer’s family. Permanent work beyond the farm has the largest
percentage in the structure of income.

Analysing the 4th type, i.e. economically viable farms with predominance of plant
production (Fig. 4) it was concluded that the main source of income in them was agri-
cultural production (42%). With regard to previous types, the percentage of income from
work beyond the farm decreased (27%). Agritourism activities had a significant share in
income (25%).

We may thus conclude that the structure of particular income sources depends on the
farm’s economic value. The greater the sum of standard gross margin, the greater the im-
portance of income from non-agricultural activities in the overall structure, as compared
to agritourism activities which account for a significantly smaller percentage share.

By analogy to the 4th type, it was noticed that in economically viable farms with
predominance of animal production (5th type), the main source of income is income
from agricultural activities (37.5%). On the contrary, income from agritourism activities

social benefits
(pensions, retirements)

/ 22.6%

permanent work
beyondthe farm 34.7%

~

temporary employment
2.5%

/_’ other
1.3%

~

}

agricultural production
4.5%

other own business
activity

income from 5.0%

agritourism-related
services agri-tourist activity

3.6% 25.9%

Fig. 2.  Structure of income in semi-subsistence agritourism farms with predominance of plant
production — 2nd type (N = 13)
Source:  Author’s own research.
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permanent work
beyond the farm
40.5%

social benefits
(pensions,
retirements)

10.5%
temporary

employment
i 1.0%
other
0.0%

income from
agriculture-related —
services
1.5%
agricultural
production
15.5%
agritouristactivity/ other b bLsingss
17.2% activity
13.8%

Fig. 3.  Structure of income in semi-subsistence agritourism farms with predominance of animal
production — 3rd type (N = 10)

Source:  Author’s own research.

permanent work

St ekt beyond the farm
g 27%
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social benefits
(pensions,
retirements)
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agritourist activity
25%
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Fig. 4.  Structure of income in economically viable agritourism farms with predominance of plant
production — 4th type (N = 8)

Source:  Author’s own research.
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reaches the same level as from permanent work beyond the farm (24.4%) — Figure 5. It
can, therefore, be concluded that the structure of income in economically viable farms
with predominance of plant and animal production is similar, and income from agritour-
ism activities is at the level of 24.3%.

permanent work
beyond the farm
£ 24.4%

income from
agritourism-related
services
0.6%

social benefits
(pensions,
retirements)

/ 6.9%

agritouristactivitv_\ temporary
24.3% employment
2.7%
other
0.9%
otherowr.\ pusiness agricultural
activity production

2.7% 37.5%

Fig. 5. Structure of income in economically viable agritourism farms with predominance of
animal production — 5th type (N = 11)

Source:  Author’s own research.

To sum up, the analysis of structure of income in particular types of farms showed that
agritourism activities were in them only additional income. In any of the analysed types, it
was not the main source of income. It was noticed that income from services accompanying
agritourism was minute and did not exceed a few per cent, which proves that in the analysed
area owners of agritourism farms are not specialized in the provision of additional accom-
panying services and do not develop their agritourism offer, and focus mostly on basic ele-
ments of agritourism, including overnight accommodation and board.

Statistical evaluation of the selected sources of income on economic situation
of the surveyed farms

When analysing the degree of correlation of particular variables (Table 2), it was no-
ticed that in the group of total farms the correlation was weak between total income and
income from agricultural production and income from area payments, while the correla-
tion between total income and income from agritourism activities was strong (= 0.932).
It may thus be concluded that income from agritourism activities had the greatest impact
on total income of farms with marginalized agricultural production.

When characterizing the second group of semi-subsistence farms, it may be concluded
that there was a moderate correlation between total farms and agricultural income. On
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the other hand, total income of farms to income from area payments was hardly signifi-
cant (low correlation). A considerable dependence was recorded between total income of
farms and income from agritourism activities (» = 0.836). Therefore, in 2nd group of farms
2—4 ESU (semi-subsistence) the income from agritourism had the strongest dependence.

The third group of farms >4 ESU (economically viable farms): the correlation be-
tween total income of farms and particular sources of income was positive. It was proven
that the greatest degree of correlation was between total income of farms and income
from agritourism activities (» = 0.889). A high correlation was present also between total
income of farms and income from area payments (» = 0.680).

It may be concluded that in all the surveyed farms the largest dependence was be-
tween total income from farms and agritourism activities, which is positive from the point
of view of promotion and development of agritourism.

When characterizing the fourth group (all 73 surveyed farms), high correlation was
noticed between total income and farms and agricultural income and income from area
payments. On the other hand, very strong dependence (very high correlation) was be-
tween total income of farms and income from agritourism activities (» = 0.844). In turn,
income from area payments was most important in economically viable farms.

Table 2. Correlation for surveyed groups of farms between ESU and different income categories

Categories of income

income from

Specification agricultural income area payments agritourism activities
X X,
X3
n r n r n r
Group 1: <2 ESU, Y 31 0.181 31 0.138 31 0.932
Group 2: 24 ESU, 1, 23 0.595 23 0.200 23 0.836
Group 3: >4 ESU, Y3 19 0.540 19 0.680 19 0.889
Group 4: total surveyed farms, Y, 73 0.630 73 0.671 73 0.844

n —number of farms;
r — value of Pearson’s linear correlation coefficient;
Y, — Y4 — total income of agricultural farms;

Source: Author’s own research.

When analysing the degree of correlation between total income of farms and three
sources of income, i.e.: from agricultural activities, area payments and agritourism ac-
tivities a strong correlation was shown between variables, and agritourism activities had
definitely the greatest impact on total income.

CONCLUSIONS

The analysed research results were the basis to reach the aim of the research that is
indicating the sources and estimating the structure of income in agritourism farms.

As it results from the conducted analysis, the structure of income in the surveyed
types of farms was diverse. Only in the fourth and fifth type, where economic size
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exceeds 4 ESU, the main source of income was agricultural production (42 and 37.5%, re-
spectively), however, it was not a significant advantage. In all of the surveyed agritourism
farms part of other household members, apart from work in agriculture, were performing
other activities, mainly working for economic purposes (as hired workers) beyond the
farm, or on the basis of self-employment.

The survey also proved that in each of distinguished types of farms, the structure of
income included social benefits which, in semi-subsistence farms and in farms with mar-
ginalized production accounted for even over 10%.

Considering the structure of income of the surveyed farms it should be noted that
non-agricultural occupational activity of farming population is necessary, as it raises the
standard of living of agricultural families. In addition, large agrarian fragmentation in the
area of the Polish Carpathian Mountains and unfavourable conditions of management
justify the need for setting up small businesses with the use of farm’s resources, e.g. in
agritourism activities, but also they justify the need for working beyond the farm. The
diversity of the structure of income of the surveyed farms and presence of income from
small entrepreneurship should be considered as a positive phenomenon.

The social and economic conditions of rural areas of the Polish Carpathian Mountains,
with a large agrarian fragmentation, unfavourable conditions of management, often not
regulated ownership of farms, as well as mental considerations constitute an important
barrier in agricultural production in that area. Alternative sources of income — especially
agritourism become more and more important in the development of those areas.

From the analysis of the obtained survey findings it can be concluded that the struc-
ture of income of the surveyed farms in the Polish Carpathian Mountains is dominated
by non-agricultural additional sources of income, i.e. agritourism activities, services ac-
companying agritourism, private business, permanent or seasonal farmer’s work beyond
the farm and social benefits (pension and retirement), rather than income obtained from
agricultural production.

Strong dependence, i.e. positive correlation of total income from a farm to income
from agritourism, enables concluding that growth in income of the surveyed farms is
mainly an effect of successful agritourism activities.

The level and structure of obtained income in the surveyed farms shows clearly that
agritourism occupational activity of agricultural population significantly raises the stand-
ard of living of agricultural families by generating additional sources of income. It ena-
bles verifying the research hypothesis that conducting agritourism activities and obtained
income have a significant effect on the economic situation of agricultural farms within the
area of the Polish Carpathian Mountains.

ZRODLA I STRUKTURA DOCHODOW GOSPODARSTW
AGROTURYSTYCZNYCH W KARPATACH POLSKICH

Streszczenie. W pracy dokonano analizy i oceny zrodet oraz struktury dochodow w drob-
nych gospodarstwach agroturystycznych, potozonych w regionie Karpat Polskich. Dane
empiryczne uzyskano przy uzyciu kwestionariusza wywiadu z 73 gospodarstw. Ich analiza
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pozwolila na wyodrgbnienie pigciu typow, tj. gospodarstwa agroturystyczne ze zmargi-
nalizowana produkcja rolnicza ponizej 2 ESU, gospodarstwa niskotowarowe z przewaga
produkeji roslinnej 2—4 ESU lub z przewaga produkcji zwierzecej 2—4 ESU oraz gospodar-
stwa zywotne ekonomicznie z przewaga produkcji roslinnej powyzej 4 ESU lub z przewaga
produkcji zwierzgcej powyzej 4 ESU. Wykazano, ze w strukturze dochodow wszystkich
typoéw badanych gospodarstw agroturystycznych dominuja pozarolnicze Zrodta dochoddw,
tj. agroturystyka i ustugi towarzyszace oraz stata lub sezonowa praca poza gospodarstwem,
dziatalno$¢ gospodarcza, a takze Swiadczenia spoteczne — renty i emerytury, a nie dochody
z produkcji rolniczej. Najwigkszy i dodatni wptyw na dochodowos¢ badanych gospodarstw
wywieraja dochody z dziatalno$ci agroturystycznej.

Stowa kluczowe: agroturystyka, drobne gospodarstwa, zrodta dochodow, Karpaty Polskie
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INNOVATIONS OF RETAIL BANKS - EXPRESSION
OF RELATIONSHIP MARKETING OR PRODUCT
ORIENTATION?

Matgorzata Kiezel
University of Economics in Katowice

Abstract. The goal of the paper is to identify innovative solutions implemented by retail
banks in the context of assumptions of paradigm of relationships and features of product
orientation. The paper is based on the analysis of the literature of the subject, and it applies
documentation method including analysis of secondary sources concerning the studied
sector, as well as qualitative case research of several banks that implement particularly
active innovative policy. Thanks to conducted research it is ascertained that banks aim at
providing customers with a broad scope of benefits while applying, for this purpose, active
innovative policy and offer individualisation, frequently on the basis of new technologies.
Even if it is convergent with the assumptions of the paradigm of relationships, it should be
indicated that some banking products are based on advanced solutions that may surpass real
market demands. In this case such operations are closer to implementation of assumptions
of product orientation.

Key words: innovations, retail banks, relationship marketing, marketing orientations

INTRODUCTION

Retail banks currently supply the market with really developed, innovative product
offer. It is often dictated by changes occurring in the structure of buyers’ needs. Aiming
to provide customers with broad range of benefits, often on the basis of active innovative
policy and offer individualisation, is characteristic of the assumptions of the paradigm
of relationships. At the same time, some banking products, particularly those that apply
new technologies, are innovations, the advanced solutions of which sometimes surpass
the real market needs. They can even be considered artificial innovations, often supported
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by aggressive promotional activities that ought to reinforce hard selling, and not the best
satisfaction of needs. In this case the activities are closer to implementation of assump-
tions of product orientation.

The goal of the paper is to identify innovative solutions implemented by retail banks
in the context of assumptions of the paradigm of relationship marketing and features of
product orientation. It is assumed that in some areas of innovative policy of banks, quali-
ties of regression (from the customers’ point of view), as well as the return to assumptions
of product orientation are observed. The paper is composed of two parts, where part one
includes description of the essence of enterprise orientation as well as major assumptions
of product orientation and relationship marketing. The second part is focussed on descrip-
tion of selected examples of innovations implemented by some banks in the context of
the importance of use of new technologies as an essential condition for application of the
assumptions of relationship orientation.

MATERIAL AND METHODS

The method of documentation, including analysis of secondary sources from the stud-
ied sector and qualitative case research (scientific case studies) illustrating the latest in-
novative practices of selected banks in the context of significance of application of new
technologies are applied in the paper. For the purpose of general description of fundamen-
tal categories, the theoretical part is based on analysis of the literature of the subject.

ORIENTATION OF ENTERPRISE - FOCUS ON PRODUCT
AND RELATIONSHIPS

Enterprise orientation is a set of particularly important criteria adopted by the entity,
and supporting decision-making on all management levels. It is also a collection of prin-
ciples guiding workers’ conduct in their operational activity. It can be assumed that it is
a set of fundamental behaviours in the enterprise [Knecht 2005].

In literature sources that describe the process of evolution of attitudes and market
behaviours of entrepreneurs, four basic stages of this process and types of entrepreneurs’
orientations corresponding to them are most often distinguished [Dietl 1985]. They are
orientations that are broadly described in the literature: production orientation, sales ori-
entation (distribution), customer orientation (marketing) and marketing strategic orienta-
tion [Garbarski (Ed.) 2011]. However, it ought to be indicated that the process of shaping
of orientation is not finished with the classical marketing option.

These concepts change depending on many elements of broadly perceived environ-
ment. The determinants include for example progressing integration of national economic
systems, creation of international and global economic structures but also excessive op-
erational costs of enterprises that can be related to failures in implementation of innova-
tions on market, their low quality, too high distribution costs or inappropriate promotional
policy. Increasingly higher demands of customers who look for an offer adjusted to indi-
vidual requirements and needs, and who present lower level of loyalty are also important.
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Evolution of strategic orientations is a response to these changes among others. Moving
from traditional marketing towards its successive, new types, including relationship mar-
keting, is expressed mainly by profound changes in customer orientation, which allows
for better satisfaction of customers’ needs and expectations.

In product orientation it is assumed that for a particular price, consumers strive to buy
products and services of the highest quality. This is accompanied by conviction of enter-
prises that customers expect that the products should have various sophisticated qualities
and additional functions [Zurawik 1996]. Therefore enterprises adopting such a concept
of activity mainly emphasise improvement in the offer quality, however, they do not
always take into consideration really actual (or even real) customers’ needs and prefer-
ences. Conducting own advanced research and development work or using innovative
technologies that are made accessible, is typical of this orientation. Consequently, it is
possible to implement innovative solutions that in their assumptions, serve improvement
of the product quality and/or increasing the bundle of profits offered by the product to the
customers. Recognising real changes in buyers’ needs is an essential condition for success
of this approach, so that resources are not wasted on implementation on useless changes.
Otherwise, they can become “technologists’ favourite child”, without a real demand from
customers.

Unstable market environment forced focussing on establishment of permanent rela-
tionships with customer, which contributed to the occurrence of changes in marketing ori-
entation of enterprise. Currently, a lot of entities point at establishment and maintenance
of relationships with customers in the way that ensures long-term profits for the enterprise.
Innovations! constitute an important reason for establishment of long-term relationships
with customers. According to the concept of relationship marketing, innovations are as-
sessed from the point of view of customers — they provide them with new values through
creation of new products, technologies, ideas, approaches and systems in such a way that
they increase the level of satisfaction and loyalty [Dobiegata-Korona 2010].

Enhancing relationships with customers is also the basis for prosumption that rep-
resents the possibility to perform two roles by the customer: of the producer and of the
consumer. This can result in more complete use of their knowledge that constitutes an
important determinant for creation of innovations adjusted to customers’ needs [Kiezel
2015]. It is important for the concept of relationship marketing where customers are not
only the recipients of new products and their direct users, but creators of a new product
and technological concepts [Lettl and Gemunden 2005].

Tony Cram defines relationship marketing as a consistent application of updated
knowledge about customers for designing a product/service that is communicated in an
interactive way, for the purpose of development and continuation of mutually profitable
relationships [Cram 1994]. The necessity of shaping products on the basis of information
obtained from buyers is clearly emphasised here, thanks to which they can be individual-
ised and they really correspond to their needs.

At the same time it ought to be indicated that currently, innovations are not only
identified with implementation of innovations or changes in the product, process or tech-

Ut is emphasised in the literature that the role of innovations in establishment of permanent rela-
tionships with customers is growing in circumstances of crisis [Makovec Brencic et al. 2012].
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nology. They are becoming an integral part of functioning and development of every
organisation. There occurs explicit integration of the function of innovation with other
functions in the enterprise and increasingly more often with other cooperating entities
[Sadkowska-Bien 2007]. Such cooperation ought to improve the process of creation of
values on market, particularly in the case of systemic products offered within the net-
work. It is often characterised by high level of technological advancement (particularly
in the sphere of information and tele-communication technologies), and enterprises apply
new, sophisticated designing techniques while creating them?.

INNOVATIONS IMPLEMENTED BY BANKS AND BASED ON
NEW TECHNOLOGIES IN THE CONTEXT OF DEMANDS
OF ENTERPRISE ORIENTATION

New information technologies are extensively used by banks for the purpose of im-
provement of existing products and implementation of innovations. They also contribute
to development of communication capabilities of banks, supporting data processing, stor-
ing information and constant development of knowledge about customer. These benefits
enable banks to implement the main assumptions of the concept of relationship market-
ing while enabling collecting and processing information about customers, and thereby
enhancing the chance for long-lasting cooperation and probability to offer products that
will be attractive for customers.

Relationship marketing assumes that processes are customised to a particular cus-
tomer and they should bring satisfaction of their needs. Development of information tech-
nology sector made it possible for banks to produce and provide customised products
and services. Information technology solutions available nowadays allow for dividing
markets into increasingly smaller segments, to the smallest one represented by individual
customer. Thanks to devices that give both parties in the relationships the same chance to
establish contact, it is not only possible to conduct individualised marketing operations,
but frequently also to offer “tailored” services in cooperation with customer.

Really rapid implementation of innovations, mainly technological is observed in
banking. Still a few years ago internet accounts were an exotic innovation, and currently
there are over 20 millions of such accounts out of which a definite majority is active.
Polish banking sector is nowadays one of the most innovative and most rapidly develop-
ing in the world. New solutions provided for customers’ use by domestic banks, more
and more frequently gain recognition among sector specialists; they receive prestigious
awards and are becoming a model to follow by competitors from the whole world. New
services of Polish banks were described by prestigious “American Banker” among others
(http://natemat.pl/12503 1,innowacje-w-dziedzinie-bankowosci-elektronicznej).

According to experts in the sector, high level of innovations in banking sector in Po-
land is determined by a series of factors. Without any doubts it is important that Polish

2 At the same time it ought to be noticed that many systemic products, particularly complex sys-
temic service products do not need to be characterised by the highest technological level in the
sphere of all services — components they are formed of.
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people willingly accept new technologies, both on demand and supply side. This can
be confirmed by the data of Zwiazek Bankow Polskich (Association of Polish Banks)
indicating that in the 3rd quarter of 2015 over 30 million customers had access to online
banking. In comparison with the same period of the previous year this represents increase
by 24.3%. The number of mobile banking users is also rapidly growing. Nearly 5 million
customers use banking services on mobile devices (http://prnews.pl/wiadomosc/ponad-5-
mln-klientow-korzysta-z-bankowosci-w-telefonie-lub-tablecie-3473994.html).

This trend is also used by banks while offering their customers applications for tablets
and smartphones. Traditional money transfers, also those made through Internet transac-
tion services are still most reliable solution, however they are slowly growing old. Nowa-
days more and more banks offer their customers the possibility to make money transfers
to a phone number or e-mail address. The only thing needed to conduct such a transfer
is the contact details to the recipient (their phone number or e-mail address). Other ele-
ments together with classical account number are unnecessary. For several months in
some banks it has also been possible to transfer money via Facebook.

In mobile banking currently two main trends are effective: some banks focus on re-
sponsive web design (RWD), and some others on native applications. The second option
was chosen by Bank Pekao among others. It developed a new program “Pekao24 na tab-
lety” (Pekao24 for tablets), (http://prnews.pl/hydepark/bank-pekao-udostepnil-aplikacje-
na-tablety-z-managerem-finansow-6551885.html). The application includes basic trans-
actional functions that allow for everyday “banking”, including obtaining information
about operations on the account, making money transfers, opening deposits or checking
balance of possessed products. The tablet version has a new money transfer form in which
the scope of necessary boxes is limited to minimum. Financial manager based on PFM
module (Personal Financial Management) is the second function of the application. It is
a tool for managing household budget. It automatically categorises customers’ expendi-
tures and shows them in one of six groups: housing, transport, health, entertainment and
recreation, bills, education and children. New solutions associated with the way loans
are granted are examples of innovations implemented by banks. Customers of Millenium
Bank, interested in such a product can apply online or via telephone, but also using a spe-
cial option in the cash point menu. The amount of loan (up to 2 thousand PLN for the
period of up to 2 years) is found on the customer’s account in a few minutes and is more
profitable than the popular “short-term loans” with respect to the interest rate.

Lion’s Bank card, of Idea Bank brand, serving wealthy customers, is another inter-
esting example of innovation. The card is the first metal credit card in the world (made
from alloy of zinc, nickel and copper) of irregular shape that looks like a key. Master Key
World Elite MasterCard has a very exclusive nature and is offered to the richest contrac-
tors, therefore it does not have an upper limit of debt. Apart from prestige, its user obtains
the possibility to use many privileges including for example dinner with Dalajlama or
climbing the opera building in Sydney (https://masterkey.lionsbank.pl).

The aforementioned Idea Bank also created an interesting innovation for entrepre-
neurs that so far has had no equivalent on market. Idea Hub is an unusually arranged
space intended for co-working, where the bank customers can go to work, meet a contrac-
tor or use previously booked meeting room. The room is equipped with Wi-Fi, electronic
and office equipment (including a printer) and also free coffee and current press. This is
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a convenient solution for small and medium-size companies that not always have their
own office spaces (https://www.ideabank.pl/idea-hub).

Idea Bank that is clearly focussing on innovations also surprised its customers and
the whole banking sector with implementation of fully innovative solution in the form of
mobile cashpoints on wheels. Vehicles of Idea Bank, in which it is possible to withdraw
and deposit money, went to the streets of several Polish cities. With the use of an appli-
cation on the smartphone, customers can also call for such a wheeled ATM to arrive at
a specified address, just like they call for a taxi.

On the other hand, GetinBank offered its customers MasterCard Display, which is
a card with miniature display unit showing the current account balance of the owner and
various communications from the bank. It can also be used as a token to confirm a trans-
action in GetinBank internet banking services while replacing traditional text messages or
scratch cards. MasterCard Display uses two separate PIN numbers, one is for confirming
payments and the other one for using the display placed on the card. MasterCard Display,
similarly to majority of currently issued payment cards, also has the function of contact-
less payment. The card is produced by Oberthur Technologies, the same company that
supplies the Master Key World Elite metal card to Idea Bank (https://www.getinbank.
pl/klienci-indywidualni/oferta/karty/karta-debetowa-mastercard-display).

DISCUSIONS AND CONCLUSIONS

Currently banks aim at providing customers with a broad scope of benefits while
applying active innovative policy and offer customisation for this purpose. It ought to
serve satisfaction of needs in the best way. At the same time some banking products
implement solutions that surpass actual customers’ needs. They are a result of technologi-
cal race of banks and are closer to implementation of product orientation. Self-service
branches of Getin Bank that occurred in several shopping malls (for example in Warsaw
and Katowice) can be indicated as examples here. Getin Point that in principle was to
allow consumers to use its functionality independently (and bring the bank reduction of
service costs), initially demanded more bank workers. They were necessary to explain the
customers how it worked and to help customers use this innovation. The same is observed
in the case of NFC payments implemented by banks. However, the scale of their applica-
tion by individual customers is not as big as banks hoped for and expected.

Product innovations implemented by banks are also frequently encouraged by aggres-
sive promotional activities that aim at supporting hard selling and not best satisfaction of
customers’ needs. This is the case of loans with “innovative” formulas of charging the
interest that are accompanied by intense, friendly campaign. It aims at encouraging to
use the benefits they offer, while actually they are not as attractive as it is shown in ad-
vertising communication. Similar conclusions can be formulated in the case of modified
formulas of bank deposits.

Summing up, in innovative operations of banks, a lot of actions are convergent with
the assumptions of the paradigm of relationships. Modernisation of offer thanks to new
technological solutions allows banks for recognising, understanding, motivating and
serving individual customer as never before. At the same time, the fact that banks seek
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for technological innovations sometimes turns out to be the source of implementation of
artificial innovations that mainly support interests of banks and not real needs of target
groups, which can be considered an expression of regression to product orientation.
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INNOWACJE BANKOW DETALICZNYCH - PRZEJAW MARKETINGU
RELACJI CZY ORIENTACJI NA PRODUKT?

Streszczenie. Celem artykulu jest identyfikacja rozwiazan innowacyjnych wprowadzanych
przez banki detaliczne w kontekscie zalozen paradygmatu relacyjnego oraz cech orientacji
na produkt. W referacie wykorzystano analizg literatury przedmiotu oraz metodg dokumen-
tacyjna obejmujaca analize zrodet wtornych z badanego sektora oraz badania jako$ciowe
case research dla kilku bankow, ze szczegétowym uwzglednieniem aktywnej polityki in-
nowacyjnej. Dzigki przeprowadzonym badaniom ustalono, ze banki daza do zapewnienia
klientom szerokiego zakresu korzysci, wykorzystujac w tym celu aktywna polityke innowa-
cyjna oraz indywidualizacjg oferty, bardzo czgsto opierajac si¢ przy tym na nowoczesnych
technologiach. Jest to wprawdzie zbiezne z zatozeniami paradygmatu relacyjnego, jednak
nalezy zwroci¢ uwagg, ze czg§¢ produktow bankowych stosuje zaawansowane rozwiaza-
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nia, ktore niekiedy przerastaja realne potrzeby rynku. Dzialania takie sa wowczas blizsze
realizacji zatozen orientacji na produkt.
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HOW THE COMPANY’S ACTIONS INFLUENCE NON-FINANCIAL
AND FINANCIAL VALUE DRIVERS: MANAGERS’ PERCEPTIONS
IN POLISH FIRMS

Ryszard Kteczek

Wroctaw University of Economics

Abstract. This article has two main purposes: to suggest an explanation model of value
creation in business that presents the influence of actions on non-financial and financial
value drivers and to identify (based on qualitative research) patterns in which managers
in Polish firms perceive this influence. Method used in the research is to generate self-
-reports about how actions performed in the firms influence value drivers, and to identify
repeating (replicating) patterns of such influences in the content of these stories. Author of
the article has identified three patterns in which particular actions influence non-financial
and financial value drivers: actions that increase productive time outweigh actions that
increase knowledge in the firms; there are no stories reported about how the reported
actions influence new product introductions; only two of eight financial value drivers are
perceived as final effects of the performed actions.

Key words: value drivers, value creation, productive time, knowledge management

INTRODUCTION

Explanation of how value (NPV) is created involves answering three questions: how
to measure and manage the value; how to measure and manage the intangible assets; what
actions (and relevant spending) can be used as the causes of increase of the immaterial
assets (measured by non-financial value drivers) and the value (measured by financial
value drivers).

The purpose of this article is to suggest an explanation model of value creation in
business that uses actions as causes and value drivers as effects and to identify (based on
qualitative research) patterns in which managers in Polish firms perceive these cause-ef-
fect relations.
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FINANCIAL AND NON-FINANCIAL VALUE DRIVERS IN EXPLAINING
VALUE CREATION IN BUSINESS

Alfred Rappaport [1986] proposed the concept of financial value drivers as an answer
to the question of how to increase value (NPV) in business. The financial value drivers
were defined as ways to increase the value or the elements that need to be known to
compute value:

Revenue growth rate.

Increase of operating profit margin.

Reduction of taxes paid.

Increase of effectiveness of working capital investment.

Increase of effectiveness of fixed capital investment.

Reduction of cost of capital.

Extension of ability to generate cash over the cost of capital.

Development of new business unit (new source of cash generation).

The authors explaining processes of value creation with the usage of financial value
drivers usually argue that: financial value drivers are better measures of financial success
than the accounting measures [Rappaport 1981, 1983, 1986, 1988] and measures of em-
ployees’ control and motivation (Key Performance Indicators) should be based on the finan-
cial value drivers [Ittner et al. 1997, Gorzen et al. 2008, Sowinska-Bonder and Fietkiewicz
2008] because it reconciliates (at least partially) the interests of employees and owners.

The concept of financial value drivers raises the question: what are non-financial
value drivers? What do they measure? What is their relation to financial value drivers?
Various authors suggest different concepts of non-financial value drivers. Srivastava et al.
[1998] and Rust et al. [2004] suggest that non-finanacial value drivers: brand awareness
and image, and buyer loyalty, are equal to intangible assets. Other authors [Anderson et
al. 1992, Ingram et al. 1997] suggest that the non-financial value drivers measure: the
number of sales contacts with the target buyers — this is the measure of productive time
(the time in which the employee’s key competences are used) of salespeople; and the ratio
of gained transactions to contacts with target buyers — this is the measure of knowledge
that is used during the contacts with the target buyers. Consequently, the two non-finan-
cial value drivers measure two intangible assets: productive time and the employees’
knowledge. Kaplan and Anderson suggest [2004] that the productive time (the time in
which the activities that are needed to serve the client are performed) is the intangible
asset. Kleczek [2014, 2015] suggests that there are two non-financial value drivers that
measure two intangible assets: the number of activities (cycles) in which the employee’s
key competences are used (they measure productive time of employees); and the ratios
between the number of successful results of the activities (cycles) and the number of the
activities (the cycles) that are treated as trials to achieve success (they measure knowl-
edge of employees).

The suggestions of how to explain the process of value creation in terms of value
drivers of(?) an intangible asset require one more question to be answered: what actions
should be treated as causes of changes of intangible assets that are measured by non-fi-
nancial value drivers?

There are two goals of this article: to elucidate the relation between the actions
(causes), non-financial value drivers (and respective intangible assets) and financial
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value drivers — the author of the article suggests (in the first part of the article) an expla-
nation model of value creation in business that uses actions as causes and value drivers
as effects, and to identify (based on qualitative research) the patterns of how managers
in Polish firms perceive the influence of actions on the value drivers in their firms — the
author of the article presents results of qualitative research (in the second part of the
article). Managerial implications and limitations of the research are presented in the
end of the article.

THE MODEL OF VALUE CREATION

Figure presents the model of relations between actions (causes) and value drivers
(effects) in the firm. The model is based on an assumption that the goal of an enterprise
is to increase the value drivers and, finally, to increase value (NPV). Consequently, the
non-financial value drivers are an important complement of financial value drivers in the
analysis of value creation and the question of what actions influence both kinds of value
drivers is the main problem in corporate management.

The first non-financial value driver in the model is the number of an employee’s
activities (cycles) in which his/her key competences are used. The number of the activi-
ties can concern the work of particular employees (the more such activities are realized
the better) or teams of employees cooperating in processes of value creation in the firm
(the shorter time one employee is waiting for the effects of work of another employee,
the better). The number of activities measures the first immaterial asset in business: the
productive time.

The second non-financial value driver is the ratio between the number of success-
ful results of the activities (cycles) and the number of the activities (the cycles) them-
selves, that are treated as attempts to reach success. The examples of such a ratio are: (1a)
the number of gained contracts to the number of a salesperson’s contact with the target
buyers, or (1b) reduction of defect number in production or other functions of business.
(2) The number of new products introduced into the market to the number of new product
projects carried in the firm. The increase of a particular success ratio can concern the ef-
fects of work of a particular employee or group/team work. The success rates measure the
second intangible asset in business: the knowledge.

There are two types of actions that increase value in business: the actions addressed to
allocation of assets, and the actions addressed to institutions (“rules of the game”).

Typical actions that increase the productive time asset (reduce the unproductive time)
are: (1) automating of secondary activities (the activities in which the main competenc-
es of employees are not used) or employing less skilled (and paid) persons to perform
those activities. Typical actions that increase the success ratio are: training and easing the
knowledge transfer between the employees that cooperate in a processes of value creation.
Langlois [2002], Baldwin and Clark [2006], Pil and Cohen [2006], Zhu et al. [2014] all
argue that making the knowledge transfer easier increases success ratios. Walker [2011]
suggests that creation of social relations between employees that cooperate in processes
of value creation is one of the actions undertaken by firms to increase value. One typi-
cal institutional (concerning “rules of the game”) action that can positively influence the
value of business is relaying a motivation system on financial value drivers to align the
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interest of employees with the interest of the owner (NPV), and consequently orientate
the employees’ behavior on increasing of NPV. North [1971] suggests that institutional
change influences the effectiveness. Abowd [1990] supplied empirical evidence that mo-
tivational systems of managers influence the financial results of the companies in the next
year, but the author omitted measuring non-financial value drivers in his research.

Actions (causes) Non-financial value drivers Financial value drivers (effects)
(effects)
1. Automation, employ- 1. Productive time 1. Revenue growth rate
ment of additional — individual employees 2. Increase of operating profit
persons — employees cooperating in .| margin
2. Training, facilitating value creation processes 7| 3. Reduction of taxes paid

knowledge transfer 7S tios: 4. Increased effectiveness of
3. Institutional changes - Duceess ratios: working capital investment

~ individual employeqs . 5. Increase deffectiveness of
— employees cooperating in fixed capital investment
value creation processes 6. Reduction of cost of capital

7. Extension of ability to ge-
nerate cash over the cost of
capital

8. Development of new
business unit (new source of
cash generation)

Fig.  Actions, non-financial and financial value drivers.

Source: Original research.

Summarizing comments to the figure, one can say that changes of non-financial and
financial value drivers are correlated, but the company’s actions concerning time, knowl-
edge and institutions are the real causes of the changes. The actions can be addressed to
individual employees, or to employees that cooperate in processes of value creation (so
should not be addressed to employees that don’t cooperate in such processes).

PERCEPTIONS OF HOW THE COMPANY’S ACTIONS INFLUENCE
NON-FINANCIAL AND FINANCIAL VALUE DRIVERS:
QUALITATIVE RESEARCH

Based on the model presented in the Figure, the author of this article has formu-
lated a following problem: How do managers perceive the relation between actions (the
causes) and value drivers (the effects) in their firms? Two research questions follow:
what actions are perceived as helping with elimination of unproductive time, and which
financial value drivers are perceived as the final consequence of these actions?; What
actions are perceived as influencing the success ratios, and which financial value drivers
are perceived as the final consequence of these actions?

To answer the research questions, the author performed qualitative research in June
and July 2015. Twenty two managers, MBA students at the Wroclaw University of Eco-
nomics participated in the research. Every participant reported (using structured form
presented in the appendix) four stories (cases) about how the actions taken in his/her firm
influenced non-financial and financial value drivers. Eighty eight cases from various in-
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dustries (construction, transportation, automotive, logistics, insurances, IT, mining, steel
structures, printing, machinery, commercial real estate and tourism) in years 2011-2015
have been generated this way.

The analysis of stories involved looking for recurring (replicating) patterns (minimum
twice in stories from different firms) of actions influencing value drivers, and comparing
the patterns with the model from the Figure and identificating which of the model-pat-
terns were described in the stories and which were not.

Table.  Perceived relations between actions and value drivers

Non-financial value Non-financial value

Acti . . .
ctions drivers drivers (time to effect)

Productive time

Automation of secondaryactivities

Increase of productive

Secondary activities implemented by others time for individual

F ipancial bonuses for non-financial or financial value employees Sales, operating profit
drivers effects margin (0-3 months)
Online employees contact instead face to face contact Increase of productive

time for employees
that cooperate in value
creation processes

Reduction of distance between places in which primary
and secondary activities are implemented

Success rates

Increase of sales effec-

Periodical meetings of salepersons and other empolyees Sales, operating profit

that cooperate in value creation processes (generation of t1vene§s, margin (1-6 months)
reduction of number of

transfer of knowledge). .
complaints

Source: Original research.

WHAT ACTIONS REDUCE THE UNPRODUCTIVE TIME AND POSITIVELY
INFLUENCE THE FINANCIAL VALUE DRIVERS?

Author of this article identified five patterns of actions that increase productive time
(reduce the unproductive time) and consequently increase two financial value drivers:
sales and operating profit margin.

The first three actions; i.e. automation of secondary activities; secondary activities
implemented by others; financial bonuses for non-financial (reducing absenteeism) in-
crease productive time for particular employees. The other two actions; i.e. online em-
ployees contact instead of face to face contact (elimination of commute time); reduction
of distance between places in which primary and secondary activities are implemented
(reduction of physical distance between production, service, sales and accounting depart-
ments), reduces the time employees wait for work results of others, and so reduce the time
of cooperation. Increases of sales and operation profit are the financial effects (time to
effect is 0—3 months) of all five actions addressed to productive time increase.

Managers that participated in the research also reported actions concerning the in-
crease of work time control, but these actions gave mixed results in non-financial value
drivers: increase of productive time or increase of number of failures and necessity of
repeating operations.
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They did not tell any story as to: What actions influence the relation between the
number of new products introduced to the market and the number of projects of new
products; Which actions that increase productive time can increase the other six financial
value drivers.

Summarizing the analysis of the stories that influence productive time, one can an-
swer the first research question. Five types of company actions influence the elimination
of unproductive time in business and two financial value drivers (sales and operating
profit margin).

The identified patterns of actions that influence the increase of productive time (unpro-
ductive time reduction) are similar to patterns identified in the previous research [Kteczek
2014] in which the author also identified the influence of additional actions: integration
events and “quality circles” on reducing unproductive time of waiting for the results of
others in cooperation in processes of value creation.

WHAT ACTIONS INCREASE THE SUCCESS RATES AND POSITIVELY
INFLUENCE THE FINANCIAL VALUE DRIVERS?

The author identified one pattern of action influencing success rates and thus two fi-
nancial value drivers — sales and operating profit margin — as seen in the Table: periodical
meetings of salespersons and other employees (engineering, production, inventory de-
partments) that cooperate in value creation processes (generating transfer of knowledge)
positively influence the relation between sales successes (transactions) and the number of
contacts with target buyers, reduces the number of complaints, and finally increases sales
and operating profit margin (time to effect 1-6 months).

Managers that participated in the research also reported actions that involved organi-
zation of common work areas for sales and engineering departments, but the effects of
these actions were mixed. They didn’t tell any story as to what actions influence: the
relation between the number of new products introduced to the market and the number
of new product projects overall, or the other six (apart from sales and operating profit
margin) value drivers.

Summarizing the analysis of the stories that influence success rates, one can answer
the second research question: one type of company’s actions influences positively the
one success rate and two financial value drivers (sales and operating profit margin).

The identified pattern of actions that increase success rates is similar to pattern iden-
tified in the previous research [Kleczek 2014], in which the author also identified other
actions (training and purchase of new equipment) concerning transfer of knowledge that
increase success rates.

SUMMARY AND DISCUSSION

Summarizing the results of the research one can formulate: a theory of how managers
perceive the relations between actions (causes) and value drivers (effects), and limitations
of the research performed and recommendations for future research of the problem.
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Firstly, managers that participated in the research perceive only two (sales and op-
erating profit margin) of eight financial value drivers as the final result of actions that
increase productive time and success ratios. The question why any of the other six value
drivers are not perceived as the effect of the actions remains unanswered.

Secondly, the identified actions aiming to increase productive time give quicker
(0-3 months) results than the actions aiming to improve success rations (1-6 months), so
the time management actions give quicker results than knowledge management actions.

The questions that can be asked in future research are:

Is the size of the effects similar (there were no questions about the size of the effects
in the performed research);

How long do the effects last (six months, one year or longer).

Thirdly, the scope of identified actions (five actions) to increase productive time is
broader than the scope of actions (or action) to increase success ratios.

Fourthly, the managers did not report any actions that increase one type of success
ratios: the relation between new products introduced to market and new product projects
overall in their companies. This could be a consequence of construction of the form (ap-
pendix) used to generate the data (stories) in which, in lines “action 3” and “action 4,”
devoted to actions that increase the success ratios, was no distinction between two types
of the success rates. In future research, the form should distinguish the two types of suc-
cess rates as the effects of the actions in question.

APPENDIX

The form used in the research to generate stories about actions that influence non-fi-
nancial and financial valued drivers.

PLEASE FILL THE BLANKS

Actions

Effects — changes in financial and non-financial value drivers

A company in ... branch performed
(when? month/year ...) an action
aiming to eliminate unproductive
time, consisting of ...

geared towards the employees on
the following posts: ... (“all” is not
an acceptable answer)

Change was obtained in behaviour (individual or collective) of the
employees on the following posts: ... This change consisted of an
increase/decrease*® in the amount of activities (what activities? ...) in
which key competences (what competences? ...) are used, and in an
increase/decrease* in the amount of activities (what activities? ...) in
which key competences are not used, making a positive/negative* impact
on the financial value drivers (which driver? ..., in what time lapse? ...)

A company in ... branch performed
(when? month/year ...) an action
aiming to improve knowledge of
..., consisting of ...,

geared towards the employees on
the following posts: ... (“all” is not
an acceptable answer)

Change was obtained in behaviour (individual or collective) of the
employees on the following posts: ...This change consisted of an
improvement/decline* of the success to attempts ratio of the activities
consisting of ... and those consisting of ..., making a positive/negative*
impact on the financial value drivers (which driver? ..., in what time
lapse? ...)

* Delete as appropriate.

Oeconomia 15 (3) 2016




42 R. Kteczek

REFERENCES

Abowd, J.M. (1990). Does performance-based managerial compensation affect corporate perfor-
mance? Industrial and Labor Relations Review, 43, 53-72.

Anderson, R.E., Hair, J.F., Bush, A.J. (1992). Professional Sales Management. McGraw-Hill, New
York.

Baldwin, C.Y, Clark, K.B. (2006). Modularity in the design of complex engineering systems. Sprin-
ger, New York.

Gorzen, W., Piernicki K., Pniewski, K. (2008). Formulowanie i komunikacja strategii wzrostu
wartosci. [In:] A. Szablewski, K. Pniewski, B. Bartoszewicz (Eds), [Value Based Ma-
nagement]. Koncepcje, narzg¢dzia, przyktady. Poltext, Warszawa, 119—120.

Ingram, T.N., LaForge, R.W., Schwepker, Ch.H. Jr. (1997). Sales management. Analysis and Deci-
sion Making. (3rd ed.). The Dryden Press, New York.

Ittner, C.D., Larcker, D.F., Rajan, M.V. (1997). The Choice of performance Measures in Annual
Bonus Compensation. The Accounting Review, 72, 2, 231-255.

Kaplan, R.S., Anderson, S.R. (2004). Time-Driven Acivity-Based Costing. HBR Publishing Cor-
poration.

Kleczek, R. (2014). NPV-Relevant Product Description and B2B Marketing Contribution to Va-
lue Creation. Management and Business Administration. Central Europe, 22, 4 (127),
109-117.

Kteczek, R. (2015). Productive time and success rates: their causes and effects in Polish firms. [In:]
E. Magier-Lakomy (Ed.), Potencjat kulturowy i spoteczny oraz zasoby ludzkie w proce-
sach zarzadzania. Prace Naukowe Wyzszej Szkoty Bankowej w Gdansku, 41, 149—163.

Langlois, R.N. (2002). Modularity in technology and organization. Journal of Economic Behavior
& Organization, 49, 19-37.

North, D. (1971). Institutional change and economic growth. The Journal of Economic History, 31
(1), 118-125.

Pil, F.X., Cohen, S.K. (2006). Modularity: Implications for imitation, innovation, and sustained
advantage. Academy of Management Review, 31, 995-1011.

Rappaport, A. (1981). Selecting strategies that create shareholder value. Harvard Business Review,
May—June, 139-149.

Rappaport, A. (1983). Corporate performance standards and shareholder value. Journal of Business
Strategy, 3, 28-38.

Rappaport, A. (1986). Creating Shareholder Value. A Guide for Managers and Investors. The Free
Press.

Rappaport, A. (1988). Cash Flow Analysis of Corporate Performance. Small Business Reports, 13,
9, 80-86.

Rust, R.T., Ambler, T., Carpenter G.S., Kumar, V., Srivastava, R.K. (2004). Measuring marketing
productivity: Current knowledge and future directions. Journal of Marketing, October,
76-89.

Sowinska-Bonder, K., Fietkiewicz, D. (2008). Motywowanie menedzeréow do realizacji wzrostu
wartosci. [In:] A. Szablewski, K. Pniewski, B. Bartoszewicz (Eds), [Value Based Ma-
nagement]. Koncepcje, narzg¢dzia, przyktady. Poltext, Warszawa, 159—182.

Srivastava, R.K., Shervani, T.A., Fahey, L. (1998). Market-based assets and shareholder value:
A framework for analysis. Journal of Marketing, 62, 1, 2—18.

Walker, J.W. (2001). Zero defections? Human Resource Planning, 24 (1), 6-8.

Zhu, F., Sun X., Miller, J., Deng, Z. (2014). Innovations in Knowledge Management: Applying
Modular Design. International Journal of Innovation Science, 6, 2, 83-96.

Acta Sci. Pol.



How the company's actions influence non-financial... 43

JAKIE DZIALANIA WPLYWAJA NA NIEFINANSOWE I FINANSOWE
CZYNNIKI WZROSTU WARTOSCI - PERCEPCJE MENEDZEROW
W POLSKICH FIRMACH

Streszczenie. Celem artykulu jest przedstawienie modelu wyjasniajacego, w jaki spo-
s6b podejmowane w firmach dziatania wptywaja na niefinansowe i finansowe czynniki
wzrostu wartosci, oraz identyfikacja (na podstawie badania jakoSciowego) powtarzalnych
sposobOw postrzegania tego wptywu przez menedzeré6w w polskich firmach. Metoda wy-
korzystana w badaniu polega na generowaniu opiséw dziatan podejmowanych w polskich
firmach w celu uzyskania wptywu na niefinansowe i finansowe czynniki wzrostu warto$ci
oraz identyfikacji powtarzalnych schematoéw w tresci tych opiséw. Autor artykutu ziden-
tyfikowat trzy schematy wptywu dziatan na niefinansowe i finansowe czynniki wzrostu
wartos$ci: zakres dzialan zwigkszajacych czas produktywny jest wigkszy od zakresu dziatan
zwigkszajacych wiedzg, nie zostaly wygenerowane zadne opisy wptywu podejmowanych
dziatan na wprowadzanie nowych produktow, tylko dwa sposréd osmiu czynnikoéw wzrostu
wartosci sa postrzegane jako efekt podejmowanych dziatan.

Stowa kluczowe: czynniki wzrostu wartosci, tworzenie wartosci, czas produktywny, za-
rzadzanie wiedza
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INTERVENTIONISM ON THE AGRICULTURAL LAND
MARKET — A CRITICAL ANALYSIS

Jacek Masniak
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Abstract. The aim of the article is the economic evaluation of the effects of interventionism
on the agricultural land market in the light of the Austrian school of economics theories. The
analysis refers mainly to the policy of forming the agricultural system, which constitutes
a specialised type of a land allocation policy. The essence of the Austrian school economists’
view on interventionism boils down to the fact that it introduces coercion in place of
voluntary cooperation. This leads to the redistribution of wealth and a general decline in
social productivity.

Key words: agricultural land market, interventionism, the Austrian school of economics

INTRODUCTION

Considerations concerning the structure of the economic system constitute the funda-
mental element of a social policy theory. The mainstream studies concerned with this is-
sue postulate the formation of a mixed system, which assumes that the market mechanism
is the primary regulator of economy, and the state corrects market failures. State actions
aimed at eliminating failures connected with the functioning of the free market and sup-
porting development processes are called interventionism. The theory of market failure
acts as a basis for the formation of a strong conviction that an intensive state activity is ne-
eded in the area of agriculture. One of the main premises of agricultural interventionism
points to the fact that agriculture uses a specific production factor, mainly land, which
plays various social functions at the same time.

Although the interventionism doctrine is deeply rooted in contemporary economic
and economic policy theory, it should also be noted that the considerable output of eco-
nomic thought includes divergent views, which consider any forms of state intervention
in the free market to be ineffective and harmful. The most interesting in this regard is
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the Austrian school of economics, which has developed a highly insightful and carefully

though-out theory of social cooperation. In the light of this theory, the market order is

much more effective and socially useful than the economic system that is planned and
implemented by pubic authorities.

The aim of the article is to present an economic analysis of the effects of interven-
tionism on the agricultural land market in the light of the Austrian school of economics
theory. To achieve this, the following issues must be considered and explained:

+ the causes and forms of interventionism with reference to the agriculture land mar-
ket;

 the functioning of economic system in the Austrian school of economics theory;

« the effects of the actions taken by the state that have the greatest impact on land mana-
gement and the evaluation of such effects from the perspective of an economic theory
formed by the Austrian school.

The first stage of research concerns the causes and forms of state interventionism on
the land market. It presents principles and instruments of the policy regulating the forma-
tion of the agricultural system, which constitutes a specialised type of a land allocation
policy. Subsequently, it discusses the main ideas of the Austrian school of economics and
evaluates the state agricultural policy from this perspective.

MATERIAL AND METHODS

The work is mainly theoretical and empirical research is only supplementary. The
analysis of the selected issue related to the economic reality is conducted with reference
to the Austrian school of economics. The research method is also borrowed from this
school. It assumes that there are necessary interdependences between events that result
from human actions. The task of economics is to discover such causal laws, and the only
effective approach is an a priori-deductive approach using verbal logic. This methodolo-
gical approach assumes that knowledge about economic reality, which is highly complex
and determined by creative human actions, can be acquired only by way of theoretical
considerations. On the basis of fundamental and undeniably true statements (axioms)
other statements are posed by drawing logical conclusions.

Empirical data used in the work are used to describe the direction and scale of activi-
ties undertaken by the state with respect to the agricultural land market. Such information
includes the review of legislature with an indication of the most important regulatory
solutions and presents the degree of a controlled turnover in agricultural land. Empirical
research uses data published in the reports on the activities of the Agricultural Property
Agency in the years 2004-2013.

CAUSES AND FORMS OF INTERVENTIONISM ON THE AGRICULTURAL
LAND MARKET

Highly developed economies, including the EU states, apply a very extensive and ad-
vanced interventionist policy with regard to agriculture. The practically applied economic
policy related to agriculture finds its substantiation in numerous works of economists.
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The main reason for such actions is said to be the fact that market mechanism does not
guarantee an adequate allocation of resources and that the specific character of the agri-
cultural sector requires institutional support. Wilkin [2003] follows Stiglitz [1987] in as-
serting that the main reasons behind state intervention in agriculture are as follows:

* incomplete and imperfect nature of markets which are connected with agriculture;

* necessity and usefulness of supplying agriculture with public goods;

» occurrence of the phenomenon of external costs and externalities;

« imperfect information;

+ profitability problems in agriculture.

To justify the need for an active role of the state, a considerable focus is placed on
the specificity of land, which is the primary factor used in agricultural production. It is
accepted that in the presently developed sustainable agriculture model, land provides not
only food and energy resources, but also renders services as an element of the natural
environment. Such land related utilities, which are created spontaneously, i.e. without an
additional capital or labour input, are public goods, and market mechanism usually does
not ensure their optimal supply [Czyzewski and Czyzewski 2013].

The state policy influences the way in which the land is used by applying instruments
which directly affect trading in agricultural land as well as instruments which intentional-
ly stimulate changes in terms of land use. The area of an economic policy which is applied
not only in relation to agriculture, but also to other sectors of economy, and which has
a direct influence on the structure of production factors, is the pricing and incomes policy.
By increasing or restricting the effectiveness of given production factors in their different
applications it affects the distribution of income in the economy and, consequently, the
allocation of economic resources. Other instruments directly affecting the disposal of
land resources in the economy are also used as part of a sectoral policy connected with
agriculture. The areas of state activity which have an impact on land management in Po-
land include in particular: spatial planning and land development, agricultural land and
woodland protection, land consolidation and exchange, and restrictions on real property
acquisition by foreigners.

A specialised type of a policy that has a strong influence on the agricultural land
management is the agricultural land structuring policy. As in most European countries,
the basis of the agricultural system in Poland is family farming. The most important acts
governing the agricultural system in Poland are: Article 23 of the Constitution of the
Republic of Poland of 2 April 1997, the Act of 11 April 2003 on the Formation of the
Agricultural System (AFAS) and the Act of 19 October 1991 on the Management of State
Treasury Agricultural Land Property. In accordance with these regulations a family farm
means a farm run by an individual farmer, in which the total area of cultivated land does
not exceed 300 ha.

An individual farmer means a natural person who is the owner or lessee of agricultural
land of the total area of cultivated land not exceeding 300 ha, runs an agricultural farm
personally, has agricultural qualifications and has resided for at least 5 years in the com-
mune in which one of agricultural land properties comprising his farm is located.

The aim of a state intervention is to form the agricultural system by:

* improving the area structure of agricultural farms;
* preventing excessive concentration of agricultural property;
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» ensuring that agricultural activity in agricultural farms is conducted by properly qua-
lified persons.

The control over land market is exercised on behalf of the state by the Agricultural
Property Agency (APA). For the purposes of direct intervention on the land market, APA
has been given entitlements such as pre-emptive right and the right of land buy-out. Pre-
emptive rights means that in the circumstances stipulated in the act the APA is entitled to
take the place of the buyer and acquire agricultural property at the price and on the terms
previously established by the buyer and the seller. The right of land buy-out is an entitle-
ment similar to the pre-emptive right in terms of its effects. It allows the APA to acquire
land property in the case of transfer of ownership agreements other than sale agreements,
such as, e.g.: donation agreements, making contribution-in-kind of agricultural proper-
ty in a commercial company or partnership, property division agreements, exchange of
property. Exercising the pre-emptive right or the right of property buy-out, the APA can
prevent the acquisition of agricultural property by natural persons who are not individual
farmers and by legal entities.

In the period from 16 July 2003 to the end of 2014, acting pursuant to the act on the
formation of the agricultural system, the APA exercised a pre-emptive right (right of
buy-out) in 619 cases, and in 2014 it intervened in 9 cases. It expressed its willingness
to acquire agricultural property of a total area of 14.9 K ha (Table). In 2014, this arca
amounted to 189 ha. The Agency acquired the ownership of only larger plots of land that
could be used to enlarge individual farms.

Table.  Agricultural land area taken over and sold by the APA

Agricultural land To the end 0f 2014 (ha) In 2014 (ha)
Taken over total 4739 338 246%
of which by AFAS 15 400 189
Sold total 2 608 473 120 552
of which by restricted tender 206 600 22 859

? Land acquired on the basis of the statement, without formal written acceptance, on the basis of AFAS and the
Act of 19 October 1991 on the Management of the State Treasury Agricultural Land Property.

Source: Report on the activities of the Agricultural Property Agency regarding Agricultural Property Stock of
the State Treasury in 2014 [2015].

The process of privatization conducted by the APA was initially connected with the
need for the development of state-owned land. Since 16 July 2003 the act on the forma-
tion of the agricultural system that came into force set some additional tasks for the APA,
the purpose of which is to promote family (individual) farms. The privileged position of
this group of agricultural farms in relation to other land market players stems from the
fact the APA does not have the right to apply restrictions in the form of the pre-emptive
right or the right of land buy-out. Furthermore, individual farmers frequently have the
exclusive right to acquire land sold by the APA by way of restricted tender.

Sale of land can be carried out by way of tender or without a tender procedure. In 2014,
80.7 K ha of land were sold to entitled entities. Restricted tender was organised mainly
with respect to individual farmers. Since this entitlement came into force (June 1999),
the land of the area 0f 206.6 K ha has been sold by way of tender. In 2014, 22.9 K ha were
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sold by restricted tender, which constituted 59% of the land sold by tender in general and
23% of all land sold in that year by tender and without a tender procedure.

The essence of the formation of agricultural system policy is therefore that fact that
the state uses such actions as pre-emption and buy-out to acquire land on the private mar-
ket and then sells it to individual farmers on a preferential basis. It is therefore a policy
of active impact on the private market in order to encourage the flow of land into family
farms. The economic evaluation of the effects of such actions will be conducted based on
the Austrian school of economics theory.

THE ECONOMIC SYSTEM OF THE AUSTRIAN SCHOOL AND CRITICISM
OF INTERVENTIONISM

The economic theory of the Austrian school of economics places human action at the
centre of attention. This approach to studying the reality was developed and systematised
by von Mises, who is considered to be the most prominent Austrian school economist. His
treatise on economics entitled Human Action [2007] is an insightful and systematized re-
flection on regularities and constrains which apply to people as individuals and society.

The research method of the Austrian school is formed on several basic principles:

1. Subjectivism and methodological individualism, i.e. a conviction that only individual
human beings act, that is, get engaged in conscious activities, in order to achieve
specific goals. “For a social collective has no existence and reality outside of the indi-
vidual members’ actions. The life of a collective is lived in the actions of the individu-
als” [von Mises 2007]. Human preferences have a subjective character, and therefore
the value of market goods is the result of personal judgment and individual choices.
Man is able to act because he is capable of discovering causal relationships. Thanks to
this, he can set objectives for himself, and then choose means to achieve those objec-
tives (Fig.). The essence of human action is a creative approach, which means disco-
vering new opportunities, continuous learning and gathering knowledge. Such a cre-
ative approach to the use of resources constitutes the essence of entrepreneurship. As
a result of entrepreneurial actions man also discovers that social cooperation ensures
more benefits that economic self-sufficiency. Management based on specialization
and exchange can effectively overcome privation and it is beneficial for all involved.

2. Emphasizing the significance of limited knowledge and uncertainty in the mana-
gement process. In such circumstances the most certain mechanism of obtaining
knowledge is the free market. The prices of consumer goods reveal the most urgent,
unsatisfied needs, while the prices of economic resources provide information on the
availability of production factors. Then entrepreneurs seeking profit are motivated
to meet consumers’ need as well as possible, at the same time minimising resource
consumption. This process is the most effective when accompanied by the protection
of personal property and individual freedom, hence any enforced cooperation through
a system of “do’s” and “don’ts” limits productivity of the society and undermines its
moral foundations.

3. The rejection of mathematical modelling as a method of gaining knowledge about
socio-economic reality. Economic knowledge can be obtained only my way of verbal
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man
ﬂ / entrepreneurship
means <—— resources
ﬂ & social cooperation
ends

Fig.  Diagram of human action

Source: Own elaboration on the basis of von Mises [2007].

explanation of causal relationships. Logical implications are formed on the basis of

a priori true statements (e.g. that humans act).

An analysis of the effects of state intervention in the economy constitutes an impor-
tant and well developed part of the Austrian school theory. Ludwig von Mises [2000] de-
fines interventionism as a set of procedures hindering the functioning of market economy
and destroying it as a result. In his view, it hinders production and limits the possibilities
of satisfying needs since it forces producers and owners of production resources to use
them in a manner different to a manner they would apply under pressure from the market.
By destroying economic rationality, it does not make people richer, but in fact poorer.
The harmful nature of a state intervention in the economy can be presented with regard to
several basic aspects, which also refer to interventionism on the land market.

The first objection refers to the lack of representativeness in terms of state actions.
Objectives set by people are individual in their nature, and furthermore, they are assigned
a subjective meaning. Since economic resources are scarce, creating solutions that make
it easier to meet some objectives must limit the possibilities of meeting other competitive
objectives. Hence the questions whether it is possible to set general social objectives
related to the management of scarce resources, such as land, which would unquestionably
lead to an improvement in the situation of all society members and whether the establish-
ment of a family farm as a fundamental form of land management is in the best interests
of the whole society.

Representatives of the Austrian school claim that in the conditions of subjective multi-
plicities and changing ends, the best way of discovering social preferences is a voluntary
cooperation of people who are equal under the law. By means of flexible market prices,
scarce resources are directed to the production of the largest possible quantity of useful
goods. In contrast, all forms of coercion in the management process generate profits for
some participants at the expense of others. Hence interventionism is first and foremost
regarded as the form of meeting group interests. In the case of the formation of the agri-
cultural system policy, a social group benefiting from this policy undoubtedly includes
individual farmers, as they are privileged in terms of gaining access to the land. Ano-
ther social group gaining benefits are officials and politicians, as they are equipped with
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means that are necessary to conduct this policy, and also the scope of their power is in-
creased in the process.

The supporters of interventionism are generally known to claim that family farms
provide goods of a public character, connected with sustainable development, protection
of the environment and rural landscape, and traditional rural culture. However, it can be
noted that such claims do not solve the problem of the optimal allocation of land but ra-
ther move it to another, more detailed level. All fundamental questions remain open, e.g.
How many raw materials should be produced compared to ecological services; Which
landscape is more valuable: traditional or modern; should cultural heritage be protected
or should the environment be adapted to present and future needs of people; Where does
the belief that family farms better fulfil this role come from.

There is also the question of the compensation of losses incurred by consumers on
some markets, with increased profits made on other markets. However, in this area we
can also notice that human needs are subjective and changing in their nature. This leads
to a conclusion that any interpersonal comparisons are impossible to draw, and therefore
there is no basis for arbitrary statement as to which goods are needed more by people.

In addition to the presented doubts, which appear when formulating social goals, the
possibility of their effective realisation also raises objections. The Austrian school eco-
nomists note that there are certain mechanisms incorporated in the state policy which by
their very nature lead to poor performance, or in fact to the opposite effect than the one
intended. People implementing state policies are subject to other stimuli than entrepre-
neurs and employees engaged in market activity. First of all, their personal incomes do
not depend on the efficiency of performing public functions because they derive their
profits not from the sale of services which are voluntarily purchased by other people
on the market, but from obligatory levies imposed on the society. Therefore, they lack
a financial incentive to serve the public in a competent way. This leads to a situation
in which personal interest begins to dominate, and the realisation of social objectives is
merely factitious. Furthermore, there are different criteria for selecting people who are
to hold governmental functions and people engaged in the market activity. As Rothbard
[2009] notes, “in the market, the fittest are those most able to serve the consumers; in
government, the fittest are those most adept at wielding coercion and/or those most adroit
at making demagogic appeals to the voting public”.

In addition to the lack of actual motivation to realise common goals, we can also
notice the lack of sufficient knowledge that would allow an effective implementation of
public schemes. As Hayek [1948] stresses, knowledge required for the functioning of the
economic system is dispersed, changing and, what is particularly important, incomplete.
This applies to both human needs and preferences as well as available resources. Freque-
ntly even the holders of such tacit knowledge are unaware of it. Consumer preferences
are not only changeable by their nature, but also frequently become realised only at the
moment of making a choice. The means of satisfying needs, on the other hand, are con-
tinuously multiplied and improved due to human creativity and entrepreneurship. The
conditions in which the ‘discovery procedure’ is most effective are ensured by the econo-
mic freedom, according to which the system of market prices operates like a mechanism
for transmitting information. In this context, the privileged access to land by a selected
group of agricultural producers should be interpreted as an interference in the competition
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process and the modification of the land allocation on the market. Land which is nationa-
lised by exercising the pre-emptive right of the right of buy-out is sold by restricted tender
to individual farmers. This is accompanied by a conviction that this group of producers
is better able to satisfy the needs of the society. Its effectiveness is to be guaranteed by
a proper area structure of agricultural farms, the lack of excessive concentration of land,
and proper qualifications of people running farms. Those, however, are only the means,
and not the goals of the state policy. The final goal should be an increased level of sati-
sfaction in the society. However, where should those producers gain knowledge about
how much should be produced, what and for whom? For example, should they produce
more food or provide agritourism farm services? It turns out that the only instrument that
can effectively direct the activities of agricultural producers is a system of flexible prices
and economic freedom that have just been negated. Hence the final conclusion is that ar-
bitrarily established social goals, already seeming unrepresentative in themselves, always
encounter an informational barrier in the process of their realisation since ignoring mar-
ket prices means foregoing a unique source of knowledge about the economic reality.

Another unintended result of interventionism is a progressive expansion of the gover-
nment structures and bureaucratisation of the economy. This means that more and more
resources and products are taken over by the public sector, and production in the private
sector encounters growing difficulties.

Yet another element of criticism of interventionism is its instability. The supporters of
the Austrian school of economics claim that in the long term interventionism leads to an
economic and moral collapse of the society. It violates in a systematic way the principles
of peaceful cooperation, which are based on universal equality under the law, respect for
private property and individual freedom. Limitation of voluntary cooperation and privi-
leges to selected individuals or entities will inevitably lead to the temptation to use state
institutions to further the interests of a group. The competition between particular social
groups in the process of gaining power and creating legal solutions that are favourable for
them will result in a systematic increase in coercive measures applied by the state and,
in consequence, a gradual restriction of economic freedom of the society. The problem
of the increasing level of interventionism was noted by von Mises [2000], according to
whom “Mankind has a choice only between the unhampered market economy, democra-
cy, and freedom on the one side, and socialism and dictatorship on the other side. A third
alternative — an interventionist compromise — is not feasible”.

In agriculture, where interventionism is fairly advanced in comparison to other econo-
mic sectors, we can observe quite common demanding attitudes. Other social groups also
strongly lobby for their interests. An escalation of such attitudes results in a decreasing
involvement of the society in generating wealth and a growing competition when it comes
to its distribution.

CONCLUSIONS

The Austrian school economists’ view on the problem of interventionism boils down
to the fact that it introduces coercion in place of voluntary cooperation. Since market
exchanges are beneficial to both parties, individuals following their own interests must

Acta Sci. Pol.



Interventionism on the agricultural land market — a critical analysis 53

at the same time generate benefits for others. The right to use force, however, destroys

this relation, leading to the redistribution of wealth and a general drop in the society’s

productivity.
When evaluating state interventionism on the land market from the perspective of the

Austrian school of economics, a few basic critical views should be formulated:

» The lack of representativeness of state actions. The interventionist policy is accompa-
nied by a conviction that it seeks to achieve some common goals. The reality seems
to be different as any intervention from the government prejudices the interests of
some groups for the benefit of others. In the case of the policy concerning the forma-
tion of the agricultural system, the social groups benefiting from it are undoubtedly
individual farmers, who are privileged in gaining access to land. Another social group
deriving benefits are officials and politicians, as they are equipped with means that
are necessary to conduct this policy and, furthermore, the scope of their power is in-
creased in the process.

» The lack of efficiency and effectiveness of such measures. State actions interfere with
the economic process and bring about a number of adverse effects, as a result of which
the achieved state is less desirable than the previous one. Land which is nationalised
by exercising the pre-emptive right of the right of buy-out is sold by restricted tender
to individual farmers. Such a restriction of competition should be interpreted as an
interference in the process of the market land allocation. Since the free market is the
best way of discovering social preferences and at the same time it is the most effective
way of motivating entrepreneurs and resource holders to maximise the production of
useful goods, any intervention in the market must lead to a decline in social welfare.
Another unintended result of interventionism is a progressive expansion of the go-
vernment structures and bureaucratisation of the economy.

+ Instability of the system based on interventionism. A systematic violation of property
rights and introducing privileges for selected individuals must inevitably result in the
temptation to use state institutions to further the interests of a group. In the long term
such attitudes lead to a decreased productivity and an economic and moral collapse
of the society.
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THE CULTURAL PARADIGM IN MARKETING

Krystyna Mazurek-topacinska

Wroctaw University of Ekonomics

Abstract. The paper presents the nature and the underlying principles of the cultural
paradigm in marketing, corresponding with the concept of value-based marketing. In
management sciences, the postulated paradigm may be considered equivalent to the
symbolic-interpretive perspective. The transition to the cultural paradigm is a response to
the increased role of cultural factors and trends upon the market. The role of cultural codes
is presented in the context of identification and anticipation of consumer expectations, with
examples of best practices in building culture associations around products. This approach
is manifested in the concept of cultural branding and in the development of communication
styles and forms adjusted to the generated cultural construct of the product. Another effective
method of approach is the use of brand storytelling, designed to engage emotional response
from customers as a way of increasing their brand identification and involvement.

Key words: paradigm, marketing, values, culture, branding, storytelling

IN SEARCH OF ANEW MARKETING PARADIGM

The development of marketing sciences stimulates the need to define the cognitive
framework of the field to ensure the versatility of studies, while placing proper emphasis
on the main dimensions of marketing and the available knowledge (schools and models),
and with the intention of producing new paradigms to meet the requirements of manage-
ment sciences.

The first stage in the task of defining the cognitive paradigm of marketing is the
identification of elements that distinguish marketing from other scientific concepts and
disciplines. Based on literature studies, the following characteristics may be postulated as
specific for the marketing orientation:

* the emphasis on processes taking place in the market environment;
* concentration on target markets;
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» customer-oriented approach — creating customer value;

» marketing research as basis for the design of strategies and activities;

« market influence based on a cohesive set of instruments;

* integration of forms and instruments of communication with the environment;
+ creativity in marketing thinking;

+ anticipation of market phenomena and processes.

The evolution of marketing as a concept may be approached from various perspecti-
ves, and emphasise different dimensions of the field under study. The following approa-
ches can be of interest here:

+ the scope — describing the key focus of marketing activities (product, customer, brand,
value);
+ the idea — transactional, strategic, partnership-based, value-based, holistic, marketing

3.0;
 the instruments — forms and mechanisms of market influence (marketing mix, integra-

ted marketing, virtual marketing, social media marketing, affiliate marketing, sensory

marketing);
 the structure — marketing in a selected sector, on a selected market, local, internatio-
nal, marketing in non-profit organisations.

In the course of the development of marketing as a field of study, new basic paradigms
evolved, from the transaction marketing paradigm, through strategic and partnership pa-
radigms, up to the present concept of value-based marketing paradigm (Table 1). The lat-
ter, widely regarded as an example of a cultural paradigm, postulates the need of adopting
a holistic (i.e. multidimensional) approach to customers, taking into account not only the
rational and emotional dimensions of this relation, but also the spiritual aspects associated
with values that motivate their behaviours. In this way, values become a central idea for
the design of mission, vision and marketing strategy of any organisation, and — on the
operating level — a basis for the construction of product offer that responds not only to the
specific practical (functional) needs, but also those of emotional and spiritual character.

Taking into account the typical approaches employed in the discipline of management
sciences, it may be useful to emphasise the fundamental role of value management in the
development of value-based marketing. The cultural context of this marketing concept is
quite distinct, and results from the fact that the effectiveness of marketing in stimulating
the markets and shaping the behavioural responses of customers is inherently determined
by culture and its effects on customer perceptions, attitudes and market behaviours. The
study of the role of individuals and groups in the perception of market and communica-
tion phenomena requires us to adopt the qualitative methodologies of social and human
sciences, such as psychology, sociology, cultural anthropology. The symbolic-interpre-
tive approach seems best suited for our purposes. As one of the cultural paradigms in
management sciences (Table 2), the symbolic-interpretive approach allows for the use
of key cultural metaphors, terms, research methods, and instruments of change. This is
important, since the bulk of research in this area involves subjective, qualitative analyses,
and the fundamental significance is placed on semantic networks identified in texts and
other messages (e.g. word-play associations). Only by adopting a certain narrative ap-
proach, researchers may proceed with their subjective interpretation of the results obta-
ined in the course of study.
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Table 1. Paradigms of marketing
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Elements The paradigm of ~ The paradigm of  The paradigm of =~ The paradigm of value-
transactional strategic marketing  partnership/rela- -based marketing
marketing tionship marketing
The gen- The significance of The significance of The significance of The significance of value

eral principle of

theory design

The type of
structural cor-

relation between

the elements of
the studied area

exchange

Structural rela-
tions based on
dominance of one
of the parties of the
exchange process

conflict and com-
petition

Structural relations
based on com-
petitive advantage
over the rivalling

party

interaction

Structural relations
based on partner-
ship

Structural relations based
on cooperation in the
creation of values

The predomi- Market planning Strategic market Interactive man- Value management
nant manage- management agement, manage-

ment science ment of networked

school (ap- organisations

proach)

The predomi- Neopositivist/fun-  Radical structura- Interpretative The symbolic-interpretive
nant theoretical-  ctional paradigm lism paradigm paradigm paradigm

-methodologi-

cal paradigm of

social sciences

The character of

the marketing
process

Transactional
exchange with cus-
tomers, stimulated

by the marketing
mix

Strategic and
tactical-operating
marketing process,
systematically
planned and based
on external and
internal synergy
sources

Symbiotic, inter-
active marketing
process based on
lasting relations

Marketing process de-
signed to correlate mis-
sion, vision and values of
the organisation with the
corresponding customer
values

Value creation
method

Focus on product
and on other mar-
keting instruments

Building com-
petitive advantage
based on elements
that generate ben-
efits for customers

Forming and im-
proving relations
with partners

A holistic approach to
value creation, compris-
ing also spiritual and
cultural dimensions

Strategies of
communication
with customers

The strategy of
adjustment to cus-
tomer expectations,
utilising a standard
set of instruments

Creative marketing
strategies

Interactive com-
munication stra-
tegies

Strategies based on brand
anthropomorphisation
and storytelling

Source: Own research based on Zabinski [2001] and Mazurek-Fopacifiska [2008].

The search for a cultural paradigm in marketing should be evaluated in the context of
the increased value expectations on the part of modern consumers, since emotional and
spiritual values attached to personality and culture seem as important as the relational
values between the participants of the marketing network or the purely functional valu-
es generated by the product and by other marketing instruments. Consequences of this
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Table 2. Cultural paradigms in management sciences

K. Mazurek-Lopacinska

Criterion The neo-positivist- The symbolic-interpreti-  Critical management  The postmoder-
-functional-syste- ve paradigm studies nist approach to
mic paradigm management
The signifi- Integrity, holism,  Semantic networks, open Oppressiveness, Relativity and
cance of cultural cohesi-  interpretation, segmenta- dominance, indoctri- subjectivity of
culture in veness tion and subcultures nation, hidden power interpretation
management agendas
Methods of Objectivised, Subjective, qualitative,  Qualitative involve- No research
cultural quantitative, with with predominance of ment, with action methods as such,
research survey as a pre- textual analyses and research as the domi- glosses, meta-
dominant method the instruments of the nant approach phors, textualism
anthropology of organi-
sations
Methods of Changes designed Design and development Introduction of eman- No change meth-
cultural change to optimise cultural of new cultural meanings cipating changes, such  ods as such, in-
impact as empowerment, depth reflection
denaturalisation
Dominant Based on key Cultures approached Based on forms of ~ No models or ty-
models and values individually, to preclude power pologies as such,
typologies generalisation only metaphors
Key metaphors Machine, organism  Text, language, play on Prison, panopticon, Happening, rhi-
words (language games)  colonisation of the somes, metanar-
mind rative
Prominent E. Schein, G. Hof-  G. Morgan, L. Smircich, H. Willmott, M. Al- G. Burrell,
representatives  stede, Ch. Handy J. Van Maanen, M.J. vesson, N. Monin M.J. Hatch,

Hatch

B. Czarniawska

Source: Sutkowski [2012].

approach are manifested in the adopted strategies and marketing activities of enterprises
and other organisations. The cultural orientation should be emphasised at the earliest
stages of marketing research, and designed to facilitate the identification cultural codes in
customer behaviours. Also, the interpretation of these codes, as systems of semantic attri-
butes attached to certain phenomena, individuals and processes, will surely be reflected
in the selection of research methods and their nature, with clear dominance of approaches
postulated by semiotics and the theory of signs. Correct identification of cultural codes
prevalent in a given community or consumer segment allows for better adjustment of
product offer — one that responds more accurately to market demand for specific valu-
es. The classical approach based on provision of specific product attributes is no longer
adequate; to attract customers, companies need to construe cultural associations around
products. If the product is perceived as an expression of attributes valued by customers,
it has potential to become an object of ‘affection’. The specific role of brands — not only
as stimulants of interest in products, but also as modifiers of personal image and lifestyle
— elevates the importance of cultural branding. By understanding the need to define brand
identity, companies may build effective networks of associations between the brand and
the values sought after by target consumers.
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This type of cultural approach does stimulate the formulation of the new marketing
paradigm, but it must be accompanied by the use of new conventions in communicating
brand image and brand identity. They should be based on storytelling associations formed
around the brand and the product, and their effectiveness is a direct result of the natural
human propensity for stories. The above approaches in value-based marketing constitute
a fundament for the cultural paradigm construct (Fig. 1), which defines a cognitive frame-
work for the explanation of market creation through marketing.

Culture codes

Marketing
Storytelling in The cultural Culture around
communication paradigm the product
Marketing
Cultural branding

Fig. 1. The cultural paradigm in marketing

Source: Own research.

Consequently, the use of the cultural paradigm in marketing requires a careful exami-
nation of the socio-cultural trends that shape consumer behaviour. The role of culture in
brand management can be exemplified by numerous success stories of iconic proportion,
built around legends, such as: Marlboro, Harley Davidson, Volkswagen Beetle, Coca-
-Cola, and others.
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CULTURAL CODES AND THEIR USE IN THE IDENTIFICATION
AND ANTICIPATION OF CONSUMER EXPECTATIONS AND DESIRES

Messages communicated on modern markets should include associations to the cultu-
ral space of target consumers, and the key to reach them is to design such associations to
the deepest structures of consumers’ cultural constitution — those that shape and express
desired values, orientation towards past/present/future actions, their perception of time,
their outlook on individualism/collectivism, the significance attached by them to certain
symbols, and so on. Thus, the effectiveness of communication relies on correct identifi-
cation of consumers’ cultural codes, since those constructs directly influence their percep-
tion of various phenomena and objects through attribution of meanings.

Examples of associations stimulated by popular categories and products offered on
the US market (Table 3) show approaches to consumer insight which are in striking con-
trast to those observed in cultural codes of other nations.

The unavoidable clash between contrasting cultural codes may pose serious problems
in the design of communication. A good example here is the story of a merger between
Daimler-Benz and Chrysler and the resulting contrast of expectations, wherein the cha-
racteristic German emphasis on technology in car perception clashed with the American
view of cars as instruments for the expression of individual self.

The structure of cultural codes is, naturally, shaped by the culture, since it represents
mind programming patterns formed by individuals living in certain cultural environments
and pursuing the culture-specific set of values and convictions. The most important ele-
ments in this context are those formed by the influence of cultural groups and those stimula-
ted by individual traits, be it congenital or acquired through life experience. As emphasised
by C. Rapaille, the study of cultural codes needs to respect the following principles:

1. Attitudes and intentions declared by consumers should be approached with caution,
since they not necessarily translate into — or result in — specific behaviours.

2. Consumers should be asked to refer to experiences that triggered the strongest emo-
tional response, since their memory imprint is typically the most vivid and culturally
potent.

3. Consumer experiences collected at various stages of their life are of fundamental sig-
nificance for the shaping of the cultural imprint that defines their mentality and their
perception of phenomena.

Table 3. Cultural codes of American consumers, compared to those of other nations

Number  Category American Other
1 Quality It works Perfection Japan
2 Food Fuel Pleasure France
3 Car Personal integrity Engineering Germany
4 Shopping Part of daily life A lesson of national culture France
5 Health Movement Harmony with nature China

Love, understanding, partnership, =~ Compromise, trust, limitation,

6 Marriage trust, respect duty, life-long commitment

Japan

Source: Own research based on: Rapaille et al. [1996].
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4. To study the mechanisms of perception and reaction to different stimuli, researchers
should employ a wide spectrum of research approaches that help identify the interna-
lised cultural imprints.

Good understanding of cultural codes specific for a target group opens up potential
for associating product features with potent cultural elements expressed in myths and
archetypes. This makes it easier to attract customers by stimulating their thought proces-
ses — and not only those of conscious origin, but also those observed in the unconscious
sphere, which seems to be the prime mover of customer responses (reactions) to marke-
ting communication.

ARCHETYPE-BASED CULTURAL BRANDING

Cultural branding, as a new concept in brand management and image building, is
a good example of practical expression of the cultural approach to modern marketing.
The concept, postulated by D. Holt in 2004, is based on two pillars:

* true values, i.e. brand authenticity;
* human archetypes that express consumers’ way of thinking.

In this approach, cultural archetypes become a fundament for brand positioning, with
potential to build iconic brands. Their role in stimulating consumer behaviour, as empha-
sised by Holt, is a consequence of a good concept design that incorporates the follo-
wing:

* alegend generated in response to consumer needs;
» adescription of a historic social figure associated with the brand.

The most fundamental feature of an iconic brand is its association with a quality
product. In addition, iconic brands are distinguished by their ability to respond to current
trends — and not necessarily in terms of keeping up with the fashion.

Figure 2 presents two perspectives of approach to brand identity: the external (ma-
terial) dimension of physical properties defining the product’s utility, and the internal
(immaterial) dimension expressed through personality, cultural values, self-image and
mentality defining consumers’ perception and interpretation of reality.

The functional value of brands is no longer potent enough to maintain consumer in-
terest and brand identification. Modern consumers seem to place more and more empha-
sis on affinity, i.e. brand accordance with their values, lifestyle choices, mentality and
culture. To respond to this trend, brand management utilises anthropomorphisation: by
building brand image on human features, we can construe brand personality around its
central characteristics, as defined in the brand profile.

The most frequent premise for brand anthropomorphisation (personification) is based
on its potential to shape consumer interactions with the brand by stimulating satisfaction,
incentive to buy and, ultimately, build customer loyalty. The above objectives can only be
reached if the consumers are able to perceive and appreciate such brand features which
correspond to their preferred and culturally determined lifestyle choices and values.

The effectiveness of cultural branding results from the fact that the unique personality
profile of the brand has the effect of stimulating the purchase of brand-bearing products.
At the same time, brand features seem to define target recipients, by expressing their
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Picture of sender

Physique Personality
Relationship Culture
Reflection Self-image

Fig. 2. Brand identity
Source: Kapferer [2012].

Picture of recipient

style. The profiles of iconic brands are easily identified, and therefore more likely to
gather broad reception, or even a devoted following. Brands with clearly expressed perso-
nalities and identities are more effective in maintaining proper relations with their custo-
mers. Table 4 presents fundamental characteristics (personality traits) expressed in some
of the more iconic brand profiles.

Brand anthropomorphisation processes employ specific images and symbols expres-
sed in a potent visual form through innovative and unique design. One of the most spe-
ctacular forms of brand identity expression is the metaphor — an extremely effective in-
strument for the stimulation of customer perception, based on powerful associations with
hidden or unconscious needs and values.

Table 4. Characteristics of selected iconic brands, as expressed in their brand profiles

Brand Characteristics

Apple Exceptionality, reliability

Benetton Internal equilibrium, harmony with nature
Coca-Cola Reliability, perfection, shared activities, success
Harley Davidson Freedom, adventure, courage, breaking boundaries
BMW Dynamics, energy, success

Mercedes Safety, prestige, classic style

Adidas Passion, involvement, courage, breaking boundaries
Starbucks Inspiration, youth, friendship, independence

Source: Own research.
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The emphasis on the cultural dimensions of brand management strategies based on
cultural branding is, at the same time, serves to strengthen brand credibility, which seems
of particular importance in the context of the modern appreciation for authenticity.

At this point, it may be interesting to pose the following question: Does the setting of
a brand in a specific cultural context necessitate the stability and firmness of values pro-
moted in association with the brand. In line with the main premises of cultural branding,
the effectiveness of brand management requires constant re-evaluation of promoted valu-
es in response to socio-cultural changes in the environment [Kazmierczak 2013, Skubisz
2013]. Skilful handling of new challenges generated by changes in consumer trends and
ideologies helps reinforce the brand’s attribute of cultural innovation.

Good understanding of the mechanism of customer identification with brands helps
companies increase their effectiveness in shaping customer preferences and attitudes.

One of the best exemplifications of this approach is the Apple brand. Their products,
despite the relatively high price tags, are received with great interest, mainly due to specific
features that discern them from the rest of computer, tablet and smartphone devices. As a re-
sult, they are favoured by artists, designers and other freelancing professionals. The unique
identity of the Apple brand, designed by the visionary Steve Jobs, is perceived as exclusive
and satisfying the needs of the most discerning users, those who take care in projecting
their prestige and professional position. This is the power of brands built on legends, sets of
attributes designed to stimulate imagination and emotions of potential customers.

Brand personality is therefore shaped by brand history, presented in a suggestive form
of a ‘legend’. Another good example of a brand built on an attractive legend is Harley
Davidson: their products are strongly associated with such qualities as courage, freedom,
strength, independence, and breaking boundaries.

To create an attractive legend, it is necessary to start with a promotion concept that
accentuates some of the values sought after by the potential customers, both those resul-
ting from their psychographic profiles and lifestyles, and those that inspire them to trans-
form the existing styles. The effectiveness of a legend lies not only in skilful selection
of communication instruments, but also (and most importantly) in transition into a new
communication style: from unidirectional to bidirectional, from monologue to dialogue.
Stimulating the interactive mechanisms requires a cultural change, since company em-
ployees need to acknowledge and appreciate the role of bidirectional communication with
customers before they are able to utilise it effectively in the design and sale of products.

BRAND STORYTELLING IN COMMUNICATION

As suggested by the above observations, the most effective forms of communication
are those that offer best potential for building strong relations with customers. They should
be based on credible and emotionally infused messages, clearly associated with specific
experiences and problems of a target consumer. The best way to approach it is through sto-
rytelling [Bazydto-Jankowski 2015], a narrative design to stimulate emotional response and
increase customer involvement with the brand. Storytelling comes in many forms and utili-
ses various methods of stimulating consumer identification with the brand. Ideally, a story
should present a protagonist faced with a specific problem, and not necessarily of funda-
mental quality — even if the product itself is designed to satisfy fundamental needs. A good
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example of such an approach is the Real Beauty Sketches campaign by Dove, addressed to

women who tend to under-rate their looks [Grzybowska 2013]. The campaign stimulated

a broad dispute on the standards of beauty and the nature of self-image and personal value.

By exposing the unfounded self-image convictions, the story managed to make strong as-

sociations with the detrimental effects of idealised beauty standards propagated in popular

culture — a source of stress and anxiety for many women nowadays:

For storytelling to be effective, it must be based on authentic values and presented
through well-designed examples that stimulate interest and inspire disputes.

Below are some of the most popular types of stories that may be effectively used for
brand storytelling purposes [Nieciecki 2012]:

* who I am stories — with focus on description of a product, brand or protagonist,
emphasising transition, development, past errors and successes as basis for the design
of brand or product image;

* why I am here stories — presenting ideas, concepts and premises behind company
strategic and operating activities;

+ vision stories — presenting suggestion for the use of new ideas and solutions, with
emphasis on benefits for the consumer, the brand, and the natural environment;

» teaching stories — with focus on explaining and motivating the rationale behind speci-
fic activities in the context of company mission and strategic objectives.

The power of storytelling lies in its ability to trigger customer involvement and aspi-
rations for self-realisation through sharing the company values and through the use of
their products.

It must be noted here that storytelling is not limited to simple differentiation of the
brand from the mass of competing products, but is designed to respond to specific social
needs, motivations, aspirations and previously unrealised desires. The most popular ap-
proach to the identification of such desires is the use of metaphors in market communica-
tion processes. Deep metaphors seem particularly effective here, since they offer insight
into fundamental, deeply rooted needs and values. And this type of values can be utilised
regardless of the gender, age, education, profession, religion, cultural background, at-
titudes and experiences of the target, because it addresses more universal mechanisms
inherent in cultural perception of observable phenomena, problems, and so on.

It seems that best effects in the identification of such mechanisms can be obtained
through the use of seven classes of deep metaphors, namely the metaphors of: balance,
transformation, journey, connection, container, resource, and control [Zaltman 2010].

Careful analysis of the above metaphors may help explain customer behaviours, iden-
tify rationales behind their decisions and understand their responses to marketing mes-
sages. Good understanding of consumers’ mind paths, in turn, helps the company design
a more effective strategy of market communication.

CONCLUSIONS

While the role of marketing in shaping consumer attitudes and behaviours cannot
be underestimated, it seems that the present paradigm should be modified to emphasise
the culture-building aspects of marketing. Modern marketing has become a central in-

Acta Sci. Pol.



The cultural paradigm in marketing 65

strument for the formulation and realisation of values through consumption. Marketing
activities and messages, through their form and content, effect a significant impact on
consumer perception of reality. Marketing has the power to influence the aesthetics
of these images, but its effectiveness relies on the accuracy in the identification of
cultural trends and codes and in skilful use of the corresponding insights. This focus
on cultural aspects of marketing forms a basis for the emergence of a new cultural
paradigm defining directions and mechanisms to be used in all areas of marketing,
from market research focused on the identification of cultural codes in consumer be-
haviours, through cultural branding, product and brand personification, to brand sto-
rytelling communicated over specific channels. The new cultural paradigm, correlated
with the concept of value-based marketing, forms a fundament for the integration of all
dimensions of individual needs in the process of building the product offer. As such, it
should be incorporated at the earliest stage of business model design in any company
or organisation.
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PARADYGMAT KULTUROWY W MARKETINGU

Streszczenie. W artykule przedstawiono przestanki i istot¢ paradygmatu kulturowego
marketingu, ktory odpowiada koncepcji marketingu bazujacego na wartosciach. Za odnie-
sienie dla tego paradygmatu w dziedzinie nauk o zarzadzaniu mozna uznaé¢ paradygmat
interpretatywno-symboliczny. Przejscie do paradygmatu kulturowego jest wynikiem od-
dziatywania na rynek czynnikéw i trendéw zwiazanych z kultura. Przedstawiono rolg ko-
dow kulturowych w identyfikacji i antycypowaniu oczekiwan konsumentow, wskazujac na
udane praktyki tworzenia kultury wokét produktu. Wyrazem takich praktyk sa koncepcje
brandingu kulturowego oraz rozwdj styléw i form komunikacji umiejgtnie dostosowanych
do wykreowanej kulturowej koncepcji produktu. Skuteczne okazuja si¢ formy opowiesci
0 marce opracowane na podstawie historii wykreowanych w taki sposob, aby pobudzi¢
emocje klienta i jego zaangazowanie w relacj¢ z marka.

Stowa kluczowe: paradygmat, marketing, wartosci, kultura, branding, storytelling
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THE RELATION BETWEEN PUBLIC DEBT AND GDP
— EMPIRICAL ANALYSIS FOR MACEDONIA AND
ROMANIA

Nina Moysova Kyoseva
Krakow University of Economics

Abstract. The financial crises in 2008 initiated a broad debate on the challenges posed to
the economic growth and development by crossing a specific threshold in the ratio between
the public debt and the GDP, so that it can be sustainable and without harmful consequences
on the future development perspectives. In this paper analysis of comparative data for
Macedonia and Romania is performed, having in mind the following facts: both countries
belonged to the former socialist block of countries; both countries went through very painful
process of socio-economic transition; and Romania is an EU member-country since 2007 and
is a good example for Macedonia for its future macroeconomic policies, once it becomes the
EU member country in near future. The initial assumption in the research is that there is long
run causality between public debt and GDP, as well as short run inverse relationship between
the growth rates of these variables. Therefore, cointegration test for the data for Romania is
conducted and then vector error correction model (VECM) is applied.

Key words: public debt, GDP, analysis, co-integration, vector error correction model,
Granger causality

INTRODUCTION

The financial crises in 2008 initiated broad academic and policymaking debate on the
challenges posed to the economic growth and development by crossing a specific thresh-
old in the ratio between the public debt and the GDP, so that it can be sustainable and
without harmful consequences on the future development perspectives. For developed
countries, studies show and refer to the prudential limit (upper red line) of 60% of GDP
(this coincides with the Maastricht treaty criteria). In less developed countries and devel-
oping countries, prudent limit is calculated at 40% of GDP [Reinhart and Rogoff 2010].
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On one hand, it goes without saying that public debt creation and management can be
a very useful tool for the Government, if it is used properly and if it serves to encourage
short-term or long-term economic growth, or for sound macroeconomic policy manage-
ment (anti-cyclical policy). However, on the other hand, excessive reliance on public debt
and inappropriate public debt management and strategies can increase macroeconomic
risks and obstruct economic growth. Here, one should take into consideration the fact that
public debt must be managed very carefully, because its excessive use can lead to liquid-
ity problems of public finances (on central, regional and local level).

PUBLIC DEBT DEVELOPMENT AND CURRENT SITUATION
IN MACEDONIA AND ROMANIA

In this paper, analysis of the comparative data for Macedonia and Romania is perfor-

med, having in mind the following facts:

* both countries belonged to the former socialist block of countries;

* both countries went through very painful process of socio-economic transition;

* Romania is an EU member-country since 2007 and is a good example for Macedonia
for its future macroeconomic policies, once it becomes the EU member country in
near future.

Macedonia

Republic of Macedonia is an upper middle-income country that implemented numer-
ous reforms over the last decade. However, even though the country achieved important
progress in terms of its economic development, there is still work to be done related to
generating economic growth, job creation and improvement of the living standard for all
its citizens [IMF 2015]. Figure 1 presents data on the public-debt-to-GDP ratio and Fig-
ure 2 presents data on GDP and public debt for the Republic of Macedonia.
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Fig. 1.  Republic of Macedonia — public debt as procentage of GDP

Source:  Ministry of Finance (www.finance.gov.mk).
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Republic of Macedonia — GDP and public debt (million EUR)

Ministry of Finance (www.finance.gov.mk) and Eurostat database (http://ec.europa.eu/eurostat/data/

Table 1 presents basic data for the Republic of Macedonia, for the period 2002—-2014.
The essence of the public debt problem is not its level per se, but the dynamics of its in-
crease since 2008/2009. The public debt in Macedonia is constantly rising and the main
dilemma here is the purpose of these newly acquired borrowings, which can be justified
if the money is used for capital projects, and not for funding public employees’ salaries,
pensions, social transfers, etc. [IMF 2015]. Hence, it is well accepted scientific and policy
fact that a developing country, like Macedonia, should only borrow to finance its future
socio-economic development priorities (investments in infrastructure, education, health,
information, research and development), that will in turn increase the competitiveness

Table 1. Basic data — Republic of Macedonia

Year GDP (million EUR) Public debt (million EUR) Public debt as % of GDP
2002 4240,5 18299 432
2003 43859 1717,8 39.2
2004 4571,7 17224 37.6
2005 5032,0 19922 39.6
2006 54722 18183 332
2007 6 094,5 1569,8 25.8
2008 6772,1 15583 23.0
2009 6 766,5 17722 26.2
2010 7108,3 1936,3 27.2
2011 75442 24149 32.0
2012 7584,8 2908,8 384
2013 8149,6 32814 40.3
2014 8529,4 3921,3 46.0

Source: Ministry of Finance (www.finance.gov.mk) and Eurostat database (http://ec.europa.eu/eurostat/data/

database).
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of the economy. The increased competitiveness will contribute to higher growth rates in
the economy, thus allowing the future generations to easily repay the loans taken by the
present generations in the country.

Romania

The analysis of public debt dynamics has the purpose to offer answers and solutions
concerning the government’s capacity to maintain the same direction of expenditures an-
drevenues, to keep the public debt at sustainable level (as percentage of the GDP). Table 2
presents basic data on the GDP, public debt and public-debt-to-GDP ratio for Romania,
for the period 1995-2014.

Romania went through three periods of time differing in economic background and
applicable legal regulations [Oprea et al. 2012]:

1. Period of 1990-2000 was extremely difficult and tumultuous socio-economically for
Romania. Data from Table 2 shows that the public-debt-to-GDP ratio has generally
recorded, with some exceptions, an upward trend, increasing from 8.0% in 1996 to
a maximum of 19.2% in 1999 and slight decline to 18.5 in 2000.

2. Period of 2001-2007 — marked by high GDP growth rates (exceeding even, in real
-figures, 8% of GDP in 2004) and a constant decline in the public-debt-to-GDP ratio,

Table 2. Basic data — Romania

Year GDP (million EUR) Public debt (million EUR) Public debt as % of GDP
1995 28 763,0 - -
1996 29228,7 23339 8.0
1997 31 683,6 43345 13.7
1998 373139 4852,1 13.0
1999 339427 65274 19.2
2000 40 796,8 7532,8 18.5
2001 45503,5 10917,2 24.0
2002 48 810,4 10 757,1 22.0
2003 52931,0 10309,5 19.5
2004 61404,0 11 768,7 19.2
2005 80225,6 12397,6 15.5
2006 98418,6 12 585,6 12.8
2007 125 403,4 14 763,0 11.8
2008 142 396,3 17 158,6 12.0
2009 120 409,2 27970,5 232
2010 126 746,4 37451,2 29.5
2011 133 305,9 44 688,3 335
2012 133 511,4 50 128,6 37.5
2013 144 2535 54 170,0 37.6
2014 150 230,1 59 273,0 39.5

Source: Eurostat database (http://ec.europa.eu/eurostat/data/database).
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from 24.0% in 2001 to 11.8% in 2007 (Table 2), avalue that has not been recorded

since 1996. The progress in reducing public debt ratio registered over this period can

be considered especially important.

3. After 2008 — when Romania joined the EU, it had among the lowest public debt levels
in Europe (11.8% of the GDP in 2007 and 12.0% in 2008). However, the years follow-
ing the financial and economic crisis, witnessed constant increase of the public-debt-
-to-GDP ratio, from 23.2% in 2009 to 39.5 in 2014 (Table 2).

From the above data analyses, one can notice the fact that although the indebtedness
rate of Romania continues to be lower than other EU member states, the worrying factor
is its accelerating trend, fact that imposes the analyses of the public debt sustainability
and of public deficit [Caruntu 2013].

Figure 3 presents data on GDP and public debt and Figure 4 presents data on the pub-
lic-debt-to-GDP ratio for Romania.
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Fig. 3. Romania — GDP and public debt (million EUR)

Source:  Eurostat database (http://ec.europa.eu/eurostat/data/database).
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ECONOMETRIC ANALYSIS FOR ROMANIA

Unfortunately, the data for the Republic of Macedonia are available only for the sam-
ple period 2002—-2014, or totally 11 observations, which is insufficient number to conduct
Johansen cointegration test and to build vector error correction model. Moreover, both
variables are 1(2), which means two additional observations are lost and if one adds here
the number of lags that needs to be included, there are practically 45 degrees of freedom
left.

Therefore, the comparison between Romania and Macedonia would be the public-
-debt-to-GDP ratio through the years and the figureical presentation of the growth rates of
GDP and public debt in these countries, as well as their correlation coefficients (already
presented in the above section of this paper).

Data

For the purpose of this research, annual data on general government gross consolidat-
ed debt and gross domestic product (1995 to 2014) from the Eurostat database have been
used. Variables are in current prices, in million EUR. Due to a missing data and higher
level of integration of the variables for Republic of Macedonia, as it was mentioned be-
fore, modeling will proceed only using the data for Romania.

In order to reduce the variance and avoid heteroskedasticity problems, both variables
have been transformed using natural logarithms. Additionally, to reflect reality and take
into account global financial crisis, dummy variable with value 1 for the year 2009 is
imposed. This dummy variable is used as an exogenous variable in the model so that the
structural breaks in the data in this period can be isolated.

Taking into consideration the fact that most economic variables that exhibit strong
trendsare non-stationary (have unit roots), augmented Dickey—Fuller (ADF) unit root test
is conducted to determine level of integration of the data [Cavaliere and Taylor 2007].

Table 3. ADF unit root test

-Values
Country Variable Level P . Level .
Intercept ~ Trend and intercept None of integration
level 0.4797 0.7035 0.9998
Idebt 1(1)
Ist diff. 0.0027 0.0183 0.0034
Romania
level 0.8062 0.8863 0.9994
ledp (1)
Ist diff. 0.0222 0.0746 0.0221
level 0.9967 0.9668 0.9439
Idebt Ist diff. 0.3748 0.2821 0.1738 12)
2nd diff. 0.0343 0.1022 0.0034
Macedonia
level 0.7436 0.8827 1.0000
lgdp Ist diff. 0.0864 0.1672 0.2220 12)
2nd diff. 0.0375 0.0368 0.0003

Source: Author’s calculations.
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From the p-values presented in the Table 3 one can notice that variables for Romania are
integrated of first order I(1), at 0.05 significance level, unlike Macedonia, where vari-
ables are 1(2).

Empirical model

When dealing with non-stationary time series data, probably the initial response is to
take first differences of each of the I(1) variables and then use these first differences in the
subsequent modeling process. But, when the relationship between variables is important
this approach is not preferable, since it does have the problem that pure first difference
models have no long-run solution. Based on the theoretical background, as well as the
figureical presentation of the time series in this case, the assumption is that there is a long
run relationship (cointegration) between the public debt and GDP. A cointegrating rela-
tionship between the variables may be seen as a long-term or equilibrium phenomenon,
since it is possible that cointegrating variables may deviate from their relationship in the
short run, but their association would return in the long run [Brooks 2008]. To statistically
test for long run relationship between variables, one can conduct Johansen test for coin-
tegration. Important issue in this regards is the number of lags to be taken into account.
Although it is a matter of personal judgement, information criteria are usually used to
determine the optimal lag length.

Starting with estimation of simple vector autoregression (VAR) model (in levels), test
for determining number of lags is applied. Akaike information criterion (AIC), as one
of the most often used criteria in the analysis, indicates 3 lags as optimal for the model.
However, one should notice that the Johansen cointegration test take the variables in their
first differences and therefore one lag is lost. Consequently, the number of lags for the
model will be 2. Another fact to emphasize is that dummy variable for the financial crisis
is considered as exogenous during the whole modeling process (lag selection criteria,
cointegration test, model estimation).

Table 4 presents the results from Johansen cointegration test. Namely it provides two
tests, Trace test and maximum Eigen value test, both suggesting that there is one cointe-
grating equation at 0.05 level.

In the Engle and Granger framework, at a second step after the cointegration test, one
can use the residuals from the static regression as an error correction term in a dynamic,
first-difference regression [Green 2012]. In other words, when cointegration between
variables exists, vector error correction model (VECM) should be implemented, and in
this case using the following equation:

Aldebt =a, ,(Idebt,_, —b, ,lgdp,_, —b, ,)+c, ,Aldebt, , +
+c, ,Aldebt, , +c, ,Algdp, , +c, ,Aldebt, , +c, ;+c, [dum+u,
Aldebt =a, ,(Idebt, , b, lgdp, , —b, ,)+c,,Aldebt, , + M

+c,,Aldebt, , +c,,Algdp, , +c, ,Algdp,_, +c¢, s+, dum+u,
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where: ldebt — natural logarithm of general government gross consolidated public debt;
lgdp — natural logarithm of GDP;
a;, b;, c; — estimated coefficients;
dum — dummy variable for the financial crisis;
u; — obtained residuals.

Table 4. Cointegration tests

Johansen cointegration test

Sample (adjusted): 1999, 2014

Included observations: 16 after adjustments

Trend assumption: Linear deterministic trend
Series: LDEBT LGDP

Exogenous series: DUM

Warning: critical values assume no exogenous series

Lags interval (in first differences): 1 to 2

Unrestricted cointegration rank test (Trace test)

Hypothesized Trace 0.05

No. of CE(s) Eigen value statistic critical value prob.
None* 0.678248 19.19197 15.49471 0.0132
At most 1 0.063424 1.048400 3.841466 0.3059
Trace test indicates 1 cointegrating eqn(s) at the 0.05 level.
* Denotes rejection of the hypothesis at the 0.05 level.
Unrestricted cointegration rank test (Maximum Eigen value test)
PIEI}(I)I.)(::? ES];Z(:;I Eigen value M;’;Eizi‘%:n criti(?e;?i/alue prob.
None* 0.678248 18.14357 14.26460 0.0116
At most 1 0.063424 1.048400 3.841466 0.3059

Max-Eigen value test indicates 1 cointegrating eqn(s) at the 0.05 level.

*Denotes rejection of the hypothesis at the 0.05 level.

Source: Author’s calculations.

The error correction term or the co-integrating equation is presented in the first part of
the equations. Estimated coefficients that refer to this co-integrating equation (a;) show
the speed of adjustment towards equilibrium in the model and they should be negative
and statistically significant.

Having in mind that VECM uses first differences of the variables, they could be inter-
preted as an increase in the level of public debt and increase in GDP. Thus, if one recalls
of the assumption that there is an inverse relationship between the growth rates of public
debt and GDP, it is logically to obtain negative estimated coefficients for ¢; 3, ¢1 4, ¢2
and c; ». Moreover, if these coefficients are simultaneously statistically significant, than
the model indicates bi-directional relationship between the variables. Simpler way to test
this hypothesis is to use Granger causality (block exogeneity) test. It is important to point
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out that estimated model follows the assumptions of the ordinary least squares (OLS)
method: normally distributed residuals, no serial correlation in the model and no hetero-
skedasticity [Gujarati 2004, Stock and Watson 2006, Green 2012].

Results’ analysis

Empirical analysis of the data has largely confirmed the initial assumptions about
the connection between public debt and GDP. Above all, the research showed negative
correlation coefficients between the growth rates of these two variables, which is mostly
a result of the use of public debt as a counter-cyclical measure. It is interesting, though,
that almost the same correlation coefficients between the growth rates of public debt and
GDP are found in both countries, Macedonia and Romania (—0.46), which could be easily
noticed from Figures 5 and 6.

Important message from these figures is the dynamics of the post crisis gap between
the growth rates of the variables. Namely, both countries experienced economic stabiliza-
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tion after the economic and financial crisis. Romania and Macedonia faced the beginning
of the financial and economic crisis with favorable trends (lowest level of public debt in
Romania when it joined EU in 2007 and the low debt level in 2008 in Macedonia as a re-
sult of the early debt repayment). However, Romania and Macedonia witnessed a sharp
decline in the GDP growth and increase in the public debt growth in 2009, whereas, both
countries, after the initial impact of the crisis, went through a process of economic and fi-
nancial stabilization, expressed in fairly favorable public debt and GDP growth rates. The
main challenge in Macedonia was to maintain economic recovery without jeopardizing
sustainability. Macedonia government’s growth strategy focusing on attracting foreign
investment and enhancing public infrastructure has produced robust growth and a well-
-diversified export portfolio [IMF 2015]. In the case of Romania, it reduced internal and
external imbalances through sound macroeconomic policies [Dumitrescu 2014]. How-
ever, the main concern for Romania and Macedonia is both countries to implement sound
macroeconomic policies, based on rationalized and redesigned public expenditures in
order to adjust them to socio-economic needs of the current level of development in both
economies.

Another confirmation of the theoretical assumptions is the econometric analysis of
data in the case of Romania. Estimated equations for both variables in the VECM high
level of the R-squared coefficients and both are statistically significant at 0.05 signifi-
cance level. This means that data well fits the statistical model.

Regarding the long run relationship, obtained results of the model show significant
negative co-integrating coefficient for the debt equation. This means that the model tends
to equilibrium with speed of adjustment of 32.16%. Although also negative, co-integra-
ting coefficient in the GDP equation is not statistically significant, therefore one cannot
accept the hypothesis of long run causality of GDP from public debt.

On the other hand, short run relationship in the model could be explained by the esti-
mated coefficients. Although some of them are not statistically significant at 0.05 signi-
ficance level, they should be interpreted as a block of coefficients, not individually. For
such interpretation Granger causality test is used. This test shows that there exists short
run mutual relationship between variables. In other words, public debt Granger causes
GDP and GDP Granger causes public debt, at 0.05 level of significance in the short run.
Null hypotheses in the Granger causality test are as follows:

° Hoi C13=Cl4~ 0 (2)

* Hycy1=cp=0 (3)
where: ¢; — short run coefficients from equation (1).

Finally, the influence of the financial crisis on GDP and public debt of Romania is no-
tably expressed in the model. It shows highly significant coefficients of the intercept and
the exogenous variable in both equations. The most interesting finding is that the increase
of public debt in the crisis period is almost the same as the decrease of GDP in the same
period (around 30%).
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CONCLUSION

1. Non-stationary variables. For the case of Romania, both variables are integrated of
first order I(1), whereas for Macedonia they are 1(2). Higher level of integration of
the variables, on one hand, and smaller sample of observations, on the other, makes
modelling the data for Macedonia irrelevant.

2. Inverse relationship between growth rates of public debt and GDP. This conclusion
is confirmed by obtained negative correlation coefficients of around —0.46 for both
countries, as well as the figureical presentation of these data. It favours the use of
public debt management as a means of counter-cyclical economic policy.

3. Estimated model for Romania is statistically significant and it fulfils the assumptions
of the OLS method. Both equations of the model have high values of the F-statistics
and high R-squared coefficients. Further, residuals in the model are normally distribu-
ted, homoskedastic and no serially correlated. Overall, the model is relevant to derive
conclusions.

4. Mutual short run causality of the variables. Although not all of the estimated coef-
ficients in the model for Romania are statistically significant, block exogeneity test
(Granger causality test) indicates bi-directional causal relationship between variables.
If one adds up here the negative sign of these estimated coefficients, it is another con-
firmation of the power of the public debt management as a means of counter-cyclical
economic policy of the Romanian government.

5. Long run relationship from GDP to public debt. Statistically significant and negative
error correction coefficient (—0.3216) in the estimated equation for public debt shows
the speed of adjustment to equilibrium of 32.16% per period. This coefficient is also
negative, but not significant in the equation for GDP (-0.09241), which means that
there is only one-way long run relationship in the model for Romania.

6. High impact of the financial crisis. Economic reality in the model is shown by intro-
ducing dummy variable reflecting the financial crisis as exogenous variable. Estima-
ted coefficients of this variable show 30% increase in the public debt and almost the
same decrease in GDP in the first post-crisis year (2009). This is the ex-post reaction
of the Romanian government to the financial crisis.
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RELACJA MIEDZY DLUGIEM PUBLICZNYM A PKB -
ANALIZA EMPIRYCZNA DLA MACEDONII I RUMUNII

Streszczenie. Kryzys finansowy z 2008 roku stat si¢ przyczynkiem do szerokiej debaty do-
tyczacej wyzwan dla wzrostu i rozwoju ekonomicznego, ktore pojawiaja si¢ przy przekro-
czeniu pewnego progu relacji dlugu publicznego do PKB, majac rownoczesnie na uwadze,
aby rozwoj ten byt zrownowazony, bez negatywnych konsekwencji dla przysztego wzrostu.
W niniejszym artykule analizie poddane sg dane porownawcze dla Macedonii i Rumunii,
majac jednoczes$nie na uwadze nastgpujace fakty: obydwa kraje sa bytymi cztonkami blo-
ku socjalistycznego; obydwa kraje przeszty przez bolesny okres transformacji socjo-eko-
nomicznej; Rumunia jest krajem cztonkowskim Unii Europejskiej od 2007 roku i z tego
powodu moze stanowi¢ dobry punkt odniesienia dla przyszlej polityki makroekonomiczne;j
Macedonii, ktéra w najblizszej przysztosci rowniez stanie si¢ cztonkiem UE. Wstepnym
zalozeniem dla naszego badania jest istnienie zwiazku przyczynowego w dtugim okresie
migdzy dlugiem publicznym a PKB, jak rowniez istnienie odwrotnej relacji migdzy tem-
pem wzrostu tych dwoch zmiennych. Z tego wzgledu przeprowadzono test kointegracji dla
Rumunii, a nastgpnie zastosowano model wektorowej korekty blgdem (VECM).

Stowa kluczowe: dtug publiczny, PKB, analiza, kointegracja, model wektorowej korekty
btedem, test przyczynowosci Grangera
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EDUCATIONAL ACTIVITY AS THE GROWTH FACTOR
OF PROFESSIONAL ACTIVITY OF ELDERLY PEOPLE

Anna Niewiadomska, Ewa Sobolewska-Poniedziatek
University of Zielona Gora

Abstract. The article undertakes the problem of the educational activity of elderly people.
The research objective is, on the one side, showing the correlation between professional
activity of elderly Polish people and their level of education, and on the other hand, the
presentation of own research illustrating the attitude and experience of elderly people
in the area of education and professional training. The analysis is made based on own
research as well as the secondary data which picture educational and professional
activity of elderly Poles against the background of the European Union member states.
Comparative analysis of the level of educational involvement, measured by means of
participation in education and professional training shown elderly Polish people take
part in the process of improving qualification in a smaller degree than the inhabitant
of the EU. At the same time regularity, manifesting itself in an increase in the level
of their professional engagement proportionally to higher levels of education, can be
observed. The results of own study showed that the majority of respondents recognize
the important role of educational activity in the context of an individual’s position in the
labor market. As many as 65% of respondents believed that education, both formal and
informal learning, is crucial for maintaining employment or finding job. At the same time
more than 74.6% have not been learning in the last 10 years.

Key words: educational activity, professional activity, lifelong learning, courses and oc-
cupational training, elderly people

INTRODUCTION

Increasing life expectancy of the Europeans at the fertility rate which has not
changed in a few decades means in the longer perspective decrease of the number of
people starting their professional activity. As a consequence, shrinking of possible work
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resources results in a bigger interest in the issue of increasing the professional activity of
the elderly. The conviction that it is necessary to keep social productivity of each single
person became a signal to create solutions encouraging elderly people to stay in a labor
market. It may be assumed that educational activity of the representatives of the older
generation is at present one of the most important challenges. As the statistical data show,
there is a strong correlation between the level of education and the professional activity
rate. In case of Poland, it is especially important to work out solutions which can prevent
premature withdrawal of elderly people from the labor market. Data analysis concerning
the participation of the elderly in the lifelong learning shows that Polish people undertake
educational effort much more rarely than average Europeans.

The study objective is, on the one hand, showing the correlation between professional
activity of elderly Polish people and their level of education, and on the other hand, the
presentation of own researches illustrating the attitude and experience of elderly people
in the area of education and professional training. Simultaneously, the idea and role of
lifelong learning in the context of the worker’s position at the dynamically changing labor
market is explained. The empirical basis of the analysis are the results of own research
and PARP data in a form of the research results of the Human Capital Balance, GUS
(Central Statistical Office), Eurostat and especially Adult Education 2011, Social Diagno-
sis 2015. Conditions and Quality of Life of Polish People.

The research was conducted at the end of 2015 among people aged 50—65 who lived
in Zielona Gora municipality. The research sample consisted of 71 respondents, and the
measuring tool was a questionnaire of survey. The questionnaire embraced 23 closed
questions, semi-open questions and respondent’s particulars. Taking into account the vast
scope of the article, it only presents the selected part of the obtained results. The analysis
comprises mainly the results of the study, which are directly or indirectly related to the is-
sue of lifelong learning of elderly people. The research gathered opinions of respondents
chosen by means of a purposive sampling. The key criteria was respondent’s age. The
research was conducted and financed solely by own means of the authors.

ROLE OF LIFELONG LEARNING IN THE CONTEXT OF THE CHANGING
LABOR MARKET

Recent decades have been the period of very intensive changes happening in social,
economic as well as cultural areas. Progressive process of the ageing of the population
in a vital way influences a microeconomic situation, including the employment situation.
One of the significant problems of the Polish labor market are competence and qualifica-
tions maladjustments between work supply and work demand. As a consequence, it is
assumed that lifelong learning needs to be treated as one of the ways of decreasing the
discrepancy between workers’ qualifications and employers’ needs. Additional training
and participation in lifelong education may influence the improvement of the situation in
an essential way. However, it demands enthusiasm and determination of the employees
and at the same time support and encouragement of the employers.

Continuous education is also called lifelong education, adult education or lifelong
learning (LLL). It is assumed that it is a necessary element in the process of social and pro-
fessional activation of elderly people. In the act on employment promotion and work mar-
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ket institutions, it is understood as, ““...educating in schools for adults, as well as receiving
and complementing general knowledge, skills and professional qualifications in reference
to the unemployed, those looking for a job, workers and employers” [Ustawa... 2015].

Lifelong learning is treated by the European Union as a vital condition of social and
economical development of the memberstates. In published in 1995 the White Paper on
Education and Training. Teaching and Learning — Towards the Learning Society the basic
objective was to prepare individuals to live in an information society oriented on perma-
nent education and gaining skills as a result of lifelong teaching and learning [The White
Paper... 1995]. The need of continuous education is also reflected in Polish documents
of strategic character, such as the Lifelong Learning Development Strategy, Education
Development Strategy or in the National Action Plan aimed at Employment.

Educational activity of adults understood as lifelong learning has three basic forms:
formal education, informal education and non-formal education. According to CEDEFOP
glossary [Terminology... 2014] formal education takes place in an organized and structur-
al environment and is to be undertaken intentionally. Informal education is an intentional
actions taking place within planned activity yet not of educational character. Non-formal
education, on the other hand, is usually action not planned by a participant, resulting from
everyday activities connected with, for example, professional work, family life or enter-
tainment, and it is not organized or structured. In the process of building a society based
on knowledge, the need for professional training and continuous process of receiving new
knowledge and competences are gaining vital importance. Hence, it is assumed that the
indicators of adults participation in education and trainings are the main predicaments of
the level of lifelong learning [Solarczyk-Ambrozik 2004]. In connection with the need to
receive and complete qualifications by adults, there are created, among others, flexible
lifelong learning systems, which make gaining qualifications easier in the out-of-school
system. Here, the supporting role is played by the universities of the third age, where
students may also be people who are still professionally active.

Most often the hardship of lifelong learning is a result of the labor market require-
ments. Mature people, both in Poland and in the world, struggle with problems connected
with a lower employment rate and professional activity. Training and gaining new skills
need to be treated as methods of fighting inequality at the labor market as well as social
and professional exclusion prevention [Sobolewska-Poniedziatek and Zargbska 2015].

High and systematic qualification raising is a factor encouraging work productivity
and economy competitiveness. They also release the possibility of flexible adjustment
to the changing situation in the labor market. The development of continuous education
needs to be treated as a tool fighting unemployment, poverty and social exclusion. That is
why the mechanism of LLL functioning should be built into the educational system of the
society [Ksztalcenie ustawiczne i... 2011]. Employers, who are on the receiving end of the
process, play a very important role in the process of the development and promotion of
adult education. According to J. Sztapinska [2012] increasing competitiveness enforces
employers to invest in the employees’ education, so they can become “the employees of
knowledge” and as a result so that they complete their duties even more effectively. Even
though on the one hand it is highly positive, often this phenomena concerns many so
called “key employees”, who already hold appropriate education and high competence. It
causes a kind of a paradox: the employees with high qualifications use the opportunity to
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train professionally, while others can either cover the expenses of the training from their
own means, or have to give up the training. It is worth adding that not in every political
and economic situation employers show interest in possible investment in trainings or
other forms of educating their employees. As B. Urbaniak [2008a] notices, the willing-
ness of the employers to invest into employees training increases with expected benefits
in the form of productivity increase, but decreases with the rising salaries and availability
of work resources of similar qualifications in the external labor market.

The authors of the report Education After School [Turek and Worek 2015] empha-
sise that in Poland in the period from 2010 to 2014 no considerable changes took place
concerning participation in adult courses and trainings, both compulsory and optional.
The lowest share was among people aged 50—59/64 and for optional courses and train-
ings it amounted to 10% in 2014, while in 2010 it was 7%. As far as obligatory courses
and trainings are concerned, the participation indicator in the above mentioned group,
similarly to other age categories, was about 5%. The data analysis of research conducted
within Social Diagnosis 2015, concerning among others the relation between active adult
education and change dynamics in the labor market, show that qualifications improve-
ment is important for professionally passive people’s activation. Moreover, qualifications
improvement was a factor increasing chances for finding a job by the unemployed in the
periods 2007-2011 and 2013-2015. While chances of keeping the job were high and
relatively close for both people educationally active and those not undertaking any efforts
to improve their qualifications [Strzelecki et al. 2015].

As Polish Central Statistical Office’s data show [Ksztalcenie dorostych 2011, 2013],
among people aged 50+ undertaking the educational effort, there is an increase of the
percentage of people learning in 2011 as compared to 2006. However, the participation
of elderly Polish people in professional education and trainings is lower that the EU
average (Table 1). The analysis of changes in this area shows that the percentage of the
representatives of the subpopulation aged 55-64 participating in the educational process
is a few percentage points lower than the EU average. Additionally, the increase of the
percentage of the elderly educating in UE-28 is not reflected at the Polish labor market.
As a consequence, in the period 2005-2014 there was noticed a gap in this area between

Table 1. Indicator of participation of people aged 55—64 in professional education and trainings
according to the gender in the years 2005-2014 (last 4 weeks)

Detailed list 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Total (%)
UE-28 44 4.5 4.6 4.7 4.7 4.5 43 4.4 5.7 5.9
Poland 0.7 0.8 0.7 0.7 0.7 1.0 0.8 0.8 0.8 1.0
Men (%)
UE-28 3.9 3.9 3.8 4.0 3.9 3.8 3.7 3.9 4.8 4.9
Poland 0.9 0.9 0.7 0.7 0.8 1.0 0.8 0.8 0.6 0.8
Women (%)
UE-28 4.9 5.1 5.3 5.5 5.4 5.2 4.8 5.0 6.6 6.8
Poland 0.5 0.7 0.7 0.7 0.6 1.0 0.8 0.8 1.0 1.1

Source: Eurostat.
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Fig. 1. Percentage of participants in improving professional qualifications or other skills in
Poland in the years 2005-2015 in the age groups 50-54 and 55+

Source:  Strzelecki et al. [2015].

Poland and the average for the EU. Yet Poland and other European Union Member States
share the fact that among people aged 55—64, there are slightly more women involved in
educational process than man.

The analysis of education efforts of the elderly, concerning education forms, shows
that there are many more people declaring informal and non-formal education than decla-
ring formal ways of educating. It is worth emphasizing that the number of people gaining
education decreases with age indifferently to the analyzed form of education. It especially
concerns people aged 50-54. It is confirmed by the result of the Social Diagnosis 2015,
where the percentage of people who in this age group improve their professional or other
skills, in the years 2005-2015 dropped from 9.3 to 8.3%. While in the group of people
aged 55+, in the same period, there was a great increase of the number of those who were
improving their qualifications (from 6.4 to 12%) — Figure 1.

Being a holder of formal education, diplomas and certificates confirming qualifica-
tions is current and valid throughout all professional life of an employer. On the other
hand, actual knowledge, skills and competence needed at a work market undergo con-
stant, and sometimes very intense, changes. That is why documents confirming formal
education, or gained qualifications, are not always enough to ensure continuous employ-
ment. It means that in the times of very intense social and economic changes, having for-
mal qualifications should be treated as yet another step in the process of lifelong learning,
not as a goal itself [Dorosli w systemie... 2011].

PROFESSIONAL ACTIVITY OF ELDERLY PEOPLE AND THEIR LEVEL
OF EDUCATION

Increased professional activity of elderly people is one of the priorities of labor mar-
ket policies of most European countries. On the one hand, it is decided by the dynamics
of demographic changes, on the other hand, too early professional deactivation of the

Oeconomia 15 (3) 2016



84 A. Niewiadomska, E. Sobolewska-Poniedzialek

mature part of the workforce. Moreover, as it is accurately emphasized by B. Urbaniak
[2008Db], the general level of competence, which makes the quality of human capital, has
to be increased both to meet the needs of a labor market and to make it possible for the
citizens to correctly function in a modern society. That is why it is especially important to
create solutions increasing employment chances for elderly people. It needs to be empha-
sized that there are many factors influencing the decision of staying at the labor market.
Elderly people make the balance of benefits and loses connected with it, they take into
consideration their own health, access to social benefits, relation between present salary
and retirement money, as well the perspective of being employed.

The comparison of indicators, describing professional activity of Polish people aged
50-64 in the resent years, shows its gradual increase in the cross section of all levels
of education. This positive tendency fits the European trend, however there is a gap
between Poland and the average for the European Union Member States, and this gap is
measurable by the professional activity indicator. In case of people with primary or lower
education, the above mentioned gap in 2014 equaled 16 percentage points and — what
is interesting — it increased in the years 2005-2014. It happened because the mentioned
before indicator increased in the group only by 1.7 percentage point. Definitely smaller
differences between Poland and UE-28 are observed in case of professional activity of
elderly people who have secondary or higher education. In the first case it was 12.4 per-
centage points, in the latter it was 3.2 percentage points in 2014 (Table 2).

The analysis of data in Table 2 shows that pattern where the level of professional
involvement increases with the higher level of education, is also visible among elderly
people. Low professional activity of people with primary and lower education is, among
others, connected with smaller chances of finding employment because of the lack of qu-

Table 2. Coefficient of professional activity of people aged 50-64 according to the level of
education® in the years 2005-2014

Detailed list 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Total (%)
UE-28 57.0 57.8 58.6 59.3 60.1 60.7 61.5 63.0 64.3 65.4
Poland 46.2 46.2 47.0 48.3 49.2 50.8 52.3 53.5 54.5 55.6
Incomplete primary and primary education (%)
UE-28 459 46.8 473 47.0 47.5 47.9 483 49.7 50.7 51.8
Poland 33.8 339 343 355 343 34.0 342 34.6 349 355
Secondary, post secondary education (%)
UE-28 61.2 61.9 62.5 62.5 63.1 63.7 64.3 65.4 66.5 67.7
Poland 46.8 46.6 47.4 48.7 49.8 51.6 53.1 53.9 54.6 55.3
Higher education (%)
UE-28 76.4 76.8 77.2 76.5 77.0 77.1 71.5 78.5 79.3 79.8
Poland 68.7 67.9 67.5 67.4 69.4 69.5 71.3 74.2 74.8 76.6

# According to the International Standard Classification of Education (ISCED 2011) there are a few levels
of education: 0 — early education and care, 1 — primary education, 2 — secondary education of the 1st degree,
3 — secondary education of the 2nd degree, 4 — post-secondary education, 5 — vocational higher education,
6 — higher education (bachelor’s studies), 7 — higher education (master’s studies).

Source: Eurostat.
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alifications. In case of people with higher education, professional activity indicator is not
far from the EU average. It is worth adding that Poland, in the researched period, noted
a higher increase of the professional activity indicator in this group than in the EU-28,
i.e. by 7.9 percentage points (in case of the EU-28 it was 3.4 percentage points). It may
be assumed that people of high qualifications, because of the relatively high salaries and
high possibility of being employed, are most likely to be professionally active [Grotkow-
ska and Sztanderska 2007]. In Tables 3 and 4 there are presented data picturing the level
of the professional involvement of women and men aged 50-64.

Table 3. Coefficient of the professional activity of men aged 50-64 according to the level of
education in the years 2005-2014

Detailed list 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Total (%)

UE-28 66.7 67.3 68.0 68.6 69.0 69.3 69.6 70.9 71.9 72.8
Poland 56.0 56.9 57.9 59.2 59.5 60.4 61.6 63.0 64.0 64.9
Incomplete primary and primary education (%)
UE-28 58.0 58.5 59.0 59.7 59.9 59.9 59.7 61.0 62.0 62.9
Poland 44.1 454 46.9 48.6 46.5 445 44.6 45.6 46.1 47.6
Secondary education (%)
UE-28 67.7 68.4 69.0 69.4 69.7 70.1 70.5 71.5 72.4 73.4
Poland 56.4 56.8 57.8 59.1 59.6 61.3 62.5 63.4 64.2 64.7
Higher education (%)
UE-28 79.7 80.0 80.5 80.8 81.4 81.3 81.5 82.7 83.4 83.6
Poland 75.0 76.0 76.6 75.7 78.6 77.2 78.2 80.7 81.9 83.3

Source: Eurostat.

Table 4. Coefficient of the professional activity of women aged 50-64 according to the level of
education in the years 2005-2014

Detailed list 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Total (%)
UE-28 47.7 48.8 49.6 50.5 51.6 52.6 53.9 55.5 56.9 58.4
Poland 374 36.7 37.1 38.5 40.0 42.1 43.7 45.0 45.8 47.1
Incomplete primary and primary education (%)
UE-28 36.8 379 384 37.5 38.1 38.7 39.6 40.9 41.7 42.8
Poland 26.2 254 25.0 26.0 25.1 25.9 26.4 26.1 26.4 26.2
Secondary education (%)
UE-28 539 54.6 55.3 55.0 56.1 56.9 57.8 59.1 60.3 61.9
Poland 37.6 36.8 37.3 38.7 40.3 42.2 43.8 44.6 45.2 46.0
Higher education (%)
UE-28 72.2 72.7 73.1 71.6 72.1 72.4 73.1 74.0 75.2 75.9
Poland 62.7 60.0 59.5 60.4 62.2 63.6 66.0 69.0 69.4 71.7

Source: Eurostat.
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The analysis of the above data brings a few conclusions. Firstly, the comparison of
the professional activity indicators, as far as total numbers are concerned, proves that
Polish men are now more active in the labor market than Polish women. In the researched
period the average difference was over 17 percentage points. There is a big difference on
the level of professional activity between people of both sexes who have low education
and those with secondary education. Secondly, it is visible in both cases that professional
activity strongly correlates to the higher education. Thirdly, the smallest difference on the
level of professional activity of elderly people between Poland and EU-28 concerns pe-
ople with higher education. Additionally, because employees’ qualifications influence the
possibility of employment and received salary, their low level encourages leaving the job
market early in two main ways. Firstly, they limit the possibility of finding work after lo-
sing it at the elderly age, which means that leaving unemployment before unemployment
age is most often connected with the professional deactivation of the elderly unemployed
[Socha and Sztanderska 2000]. Secondly, present retirement system gives bigger possibi-
lity of replacing the salary with the pension in case of lower work incomes, which means
people with lower salaries lose relatively less money when retiring.

EDUCATIONAL ACTIVITY OF ELDERLY PEOPLE IN THE LIGHT
OF THE RESEARCH

The researched group consisted mostly of women (62%), town inhabitants (59%), and
those declaring the secondary level of education (49%). Most of the researched were aged
50-55 years, 42% of the respondents worked for 31-40 years, while 34% were people
working in commercial companies. The analysis of the actual respondents’ status in the
labor market showed that most of them were employed (59%), retired (18%) and unem-
ployed (7%). Moreover, among the respondents there were people who declared working
in the “grey market” and those professionally passive.

One of the asked questions concerned the assessment of the usefulness of the educa-
tion in the process of keeping or finding work. The analysis of the answers is not surpri-
sing. A vast majority of the researched, i.e. 46 people, decided that education, regardless
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Fig. 2.  Meaning of formal and/or informal education in keeping or finding work (N = 71)

Source:  Own research results.
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of its form, has a vital meaning in the labor market. One may risk a statement that a big
part of respondents sees undertaking educational effort as a method of improving their
situation in the labor market.

Yet the analysis of the answers given to the question on educational activity proves
that most respondents, i.e. 53 people, have not been learning in the last 10 years, and
43 people have not taken part in courses or trainings (Table 5). Low participation in for-
mal education is connected with growing with age unwillingness and barrier in underta-
king educational effort in such a form. However, as the research shows, the frequency of
participating in informal education is bigger as compared to the formal one, which seems
to be characteristic for elderly workers.

The respondents asked about the motivation to participate in the process of professio-
nal improvement paid attention mainly to the willingness to develop professionally, and
later the fear of losing their workplace (Table 6).

The people aged 50+ taking part in the research were also asked to indicate the avail-
ability of trainings in their workplaces. The analysis of the gathered information proves
that more than 42% of respondents confirmed organizing trainings in their workplaces,
and most of the trainings have been organized for all the employers. On the other hand, 18
people declared that in their workplaces there are no trainings organized (Table 7). A high
percentage of no answers results among others from the fact that some of the respondents
were unemployed, pensioners, employed retired people and retired people, people profes-
sionally passive and those declaring work in the “grey market”.

Table 5. Undertaking actions concerning formal education in the last 10 years and declaration of
participation in courses and/or trainings enabling qualifications improvement (N = 71)

Participation in formal education Participation in courses and/or trainings
Detailed fist number of answers o fI; ‘;r:\izzg(i %) number of answers o fl;enrscvir:rzg(i %)
Yes 17 23.9 25 352
No 53 74.6 43 60.6
No answer 1 1.4 3 4.2
Total 71 100.0 71 100.0

Source:  Own research results.

Table 6. Motivation to use training courses and/or trainings

Detailed list Number of answers o fl;?lrscvireltrzg(i %)
The necessity of training in order to stay employed 9 12.7
The need of personal development 24 338
Being forced by the employer 2 2.8
The willingness to change work 1 1.4
Retraining 1 1.4

Source:  Own research results.
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Table 7. Functioning of a training system for the employees in the workplaces of the researched
people (N="71)

Detailed list Number of answers Percentage of answers (%)
Yes, but only for managers 11 15.5

Yes, but only for the basic workers 2 2.8

Yes, for all workers 17 23.9

No, it doesn’t exist 18 254

No answer 23 324

Total 71 100.0

Source: Own research results.

There is a question now, whether the problem of trainings and professional develop-
ment of elderly employees is not noticed enough by employers themselves? The answer
to this question is given by data in Table 8. The respondents paid attention to the fact that
their employers paid for employees’ participation in courses or trainings (23 people).
Moreover, they emphasized that they could count on the additional training leave from
work, or the possibility of using flexible working hours (Table 8).

Table 8. Forms of support used by employers concerning their employees who learn, take part in
courses and trainings as well as financing sources

Forms of employers’ support Source of financing courses and trainings
. . number percentage . . number of percentage
detailed list of answers of answers (%) detailed list answers  of answers (%)
Additional training 7 9.9 employer 23 304
leave
Shortened working 3 42 I cover the cost from 7 9.9
time my own means
Additional financial 3 113 I take part in tjre‘e cour- 10 141
support ses and trainings
Flexible working time 5 7.0 th £ . 5 70
T inancin .

Work at home 1 1.4 ofher way of Hinancing

Source: Own research results.

Adult education, which used to be a substitute, is becoming a vital form of educa-
tional activity of elderly people. Growing demands and motivation, as well as constant
education accessibility, supported by new technologies, encourage popularizing courses
and trainings, partially financed from the EU sources. The conducted research show that
elderly people used free courses and trainings offered in the market.

CONCLUSIONS

The need of education which lasts for the whole life of a person is a consequence
of growing dynamics of the globalization process, which is accompanied by a stronger
competition in economy. As a result, it is expected that all subjects functioning in the
labor market will be flexible and mobile in a wide understanding. It may be assumed
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that qualifications improvement is becoming a constant element of a professional life
of a modern employee. Lifelong learning plays a vital role as it prevents qualifications
depreciation. The problem in a special way touches elderly people who are of productive
age, whose formal education process is already a thing of the past. In their case participa-
tion in trainings and courses creates an opportunity to fill qualifications gaps. It is of great
importance concerning both looking for work and keeping work. Comparative analysis
of the level of educational involvement, measured by means of participation in education
and professional training shows that elderly Polish people take part in the process of im-
proving qualification in a smaller degree than the inhabitant of the EU. Available research
results, among others Social Diagnosis 2015, show a certain regularity visible in a bigger
determination in the area of education in case of people older than 55 (55+).

Such a situation may be a result of a more difficult situation of people aged 55+ in the
labor market, as compared with younger people, which activates them. The data shown
earlier indicate the existence of a strong correlation between professional activation in-
dicators and the level of education. It is the highest in case of people who have higher
education, both in Poland and in the EU-28. The conducted own research show that most
of the researched people can see a vital role of educational activity in the context of a po-
sition of a person in the labor market. As much as 65% of the respondents decided that
both formal and informal education are of a great importance as far as keeping or finding
work is concerned. At the same time, it is worth noticing that there are more people who
undertake educational effort in a form of courses and trainings than people who choose
formal education. It may be explained, among others, by much bigger effort in case of
formal education as compared to non-formal and informal education. Furthermore, now-
adays employers more and more often value employee’s competence and skills, which
not always result from the formal education.
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AKTYWNOSC EDUKACYJNA JAKO CZYNNIK WZROSTU AKTYWNOSCI
ZAWODOWEJ OSOB STARSZYCH

Streszczenie. W niniejszym artykule podjeto problematyke aktywnosci edukacyjnej osob
starszych. Celem badawczym jest z jednej strony wskazanie korelacji migdzy aktywnoscia
zawodowa starszych Polakow a ich poziomem wyksztatcenia, z drugiej za$ prezentacja
wynikow badan wilasnych ilustrujacych stosunek oraz doswiadczenia osob starszych w za-
kresie ksztatcenia i szkolenia zawodowego. Analiza zostata przeprowadzona na podstawie
wynikow badan wlasnych oraz danych wtérnych obrazujacych edukacyjna i zawodowa ak-
tywno$¢ starszych Polakow na tle rowiesnikow z innych krajéw Unii Europejskiej. Analiza
poréwnawcza poziomu zaangazowania edukacyjnego mierzonego wskaznikiem uczestnic-
twa w ksztalceniu i szkoleniu zawodowym wykazata, iz starsi Polacy w mniejszym stop-
niu biora udziat w procesie podnoszenia kwalifikacji niz przecigtnie mieszkancy UE. Przy
czym mozna zauwazy¢ prawidlowo$é przejawiajaca si¢ we wzroscie poziomu ich zaanga-
zowania zawodowego wraz z wyzszym poziomem wyksztatcenia. Wyniki przeprowadzo-
nych badan wtasnych wykazaly, ze wigkszo$¢ badanych dostrzega istotna rolg aktywnos$ci
edukacyjnej w kontekscie pozycji jednostki na rynku pracy. Az 65% respondentéw uznato,
iz ksztatcenie zardwno formalne, jak i nieformalne ma zasadnicze znaczenie dla utrzyma-
nia zatrudnienia czy znalezienia pracy. Jednoczesnie ponad 74,6% z nich nie ksztalcito sig
w ciagu ostatnich 10 lat.

Stowa kluczowe: aktywno$¢ edukacyjna, aktywnos¢ zawodowa, ksztalcenie ustawiczne,
kursy i szkolenia zawodowe, osoby starsze
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INNOVATIONS AND CONSUMPTION VERSUS RAISING
THE QUALITY OF LIFE OF SOCIETY

Anna Olejniczuk-Merta
Leon Kozminski Academy

Abstract. The article analyses innovation and consumption as growth factors that are
conducive to raising the quality of life of society. Factors taken into consideration include
the source, factors and effects of innovation. They show consumption as the original source
of innovation and a potential long-term driving force of economic development and social
progress. I make an attempt to answer the following questions: whether the development
of innovation and changes in consumption resulting from it are factors which lead to
the raising of the quality of life in society or not, and if not — what conditions should be
fulfilled. I also raise the question of further modifications of development — development
which serves to increase the quality of society’s life. And in order to achieve this to increase
the investments in human and social capital as well as make other significant changes of
a cultural nature.

Key words: innovations, consumption, quality of life, solution revolution, cultural changes,
inclusive economy

INTRODUCTION

Twenty-five years of development of a market economy in Poland has resulted in
numerous and significant changes. These changes are, to begin with, the improvement
and modernisation of market supply. These changes also include large modifications in
market structure and the development, strengthening and implementation of marketing-
oriented companies. Currently companies are focused on the development of innova-
tion and aim to balance the economy and consumption. At the present stage of develop-
ment consumption and innovation are the leading sources and factors determining further
growth. The aim of this article is to show innovation and consumption as the leading fac-
tors of economic development which in turn improve the quality of society’s life. These
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considerations are the basis for searching for answers to the following questions: are these
factors sufficient on their own to improve the quality of life in society or not, and if not
— then what other conditions should be fulfilled.

INNOVATION AS A FACTOR OF SOCIO-ECONOMIC CHANGE

Innovations are not a new phenomenon either in the social or economic sphere. They
have accompanied humans throughout history. But it was only one hundred years ago
that Schumpeter saw in them a pro-developmental factor. And ever since, the develop-
ment of innovations has been spreading at an ever faster rate.

Innovations have many definitions and descriptions. In economic literature, the no-
tion of innovation never was and is not to this day a uniform concept. There are a great
diversity of views on innovation as well as on the factors by which innovative changes
are analysed and evaluated. At their base however there is always a reference to the na-
ture of changes, their scope, the time-period of change introduction, and the effects of
these changes. Innovative changes may have a sharp or continuous, process-like nature.
Sharp changes are connected with the suddenness of their occurrence. They are of an
unexpected nature. They may appear as crucial innovations. Continuous changes on the
other hand are understood as being those which occur as part of a long process of evolu-
tion of economic phenomena and as activities which are accompanied by systematic and
long-term research.

Many-years of observations concerning the development of innovations as well as the
contemporary experience in this area show that, as a rule, innovations are a result of the
evolution of economic and social phenomena and processes. They manifest themselves in
the changes of many processes and activities, which does not preclude as an exceptional
event the occurrence of sharp-type, decisive innovations. The essence of all innovations,
both continuous and sharp, is that they have to result in the better meeting of needs than
offered by previous products and, at the same time, to serve the development of business,
and economy while not damaging the natural and social environment.

In line with contemporary knowledge, innovations emerge based on human, social
and intellectual capital'. In fact, this means that the source of innovation is the human be-
ing, and occurs due to the reproductive and incentive effects of his consumption.

The reproductive effect means that the human being in order to live and act needs to
meet his needs which are not only constantly renewed but are also developing. During
consumption there takes place the destruction of the object of consumption, as a result of
which the organism gains substance, energy and maintains the ability to work. Nowadays,

! We understand human capital as an accumulated stock of knowledge, qualifications, skills, abili-
ties, and readiness to create values and to increase the economic potential by owners thereof.
Social capital is defined as the potential stocked in units and the society, in the form of institutions,
norms, values, behaviour, which forms the basis for building social relations based on confidence,
thus facilitating cooperation, creativity, on exchange of knowledge and contributing to reaching the
goals which could not be achieved by individual persons alone.

Intellectual capital expresses wealth of the enterprise being a result of expertise of its employees
engaged in accrual of that enterprise’s goodwill.
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meeting needs mostly goes substantially beyond basic needs and beyond the basic level
of meeting them. It is connected with continuous education, personality development,
and an investment in one’s physical and psychical condition, hence in the purchase and
consumption of many intangible services. In this way, the human being develops his skills
which can also be described as creative capacities which when accumulated in the mind
and muscles, acquire the features of capital that is human capital.

The reproductive effect of consumption is reinforced by the incentive effect which
expresses the human being’s desire to act towards upgrading his prestige, level of self-
realisation and quality of life which can be expressed in a simple relation: the higher
the expectations, the stronger the motivation and the greater the activity. Contemporary
education in principle has to serve the aspiring individual’s activity, their enterprise and
creativity in order to expect from adult, educated people effects in the form of innovative
attitudes, activities and results (ideas, products). With the above in mind, axiomatic is the
assertion that innovations are created by human, social and intellectual capital, in which
one must first earlier invest. That investment is repaid by the absorption of that ‘bailed
out’ capital in the implementation of innovative tasks and by overcoming the risk accom-
panying the undertaking of challenges and new steps.

In the current world, we deal with numerous and various innovations. The following
innovations are mentioned most often: technological, process, organisational, manage-
rial, marketing, and, in the recent decade, also social [Olejniczuk-Merta 2013]. The
specified types of innovations may be and are set up at various levels; in the micro,
mezzo and macro scale; at a functional level of the human being and household, social
groups, entire societies, nations, as well as at the level of the micro, medium-sized and
large firm. They may take place in various functional areas of a society: in various
socio-professional groups as well as in various sectors of the economy and in various
business sectors. In a subject-organisational aspect, the participants of an innovative
process may be: business (small and large), research units, the state, local self-govern-
ments, administrative units, non-business and non-governmental organisations from
the so-called business-related environment, social enterprises and more and more often
society itself, including consumers. All, depending on the type and scope of innova-
tions, have definite roles and tasks in the innovative processes. Thus, acting as a net-
work, they exert influence on the created innovations, within their competences, by
sharing invention, creativity and activity. And this means that the creation of innovation
is already not assigned only or mainly to business but also reaches other organisations.
Moreover, innovative processes demonstrate variety in many other aspects, including
forms of participation, cooperation, the types of problem being resolved and, in result,
in the effects of innovative processes [Eggers and Macmillan 2014]. What makes this
real is the cooperation of entities with various forms of ownership: private, public,
social, group, and individual. And the scope of participation by individual entities may
be clearly diversified; it may relate to the entire innovative process but also it may be
restricted to the use of a narrow scope of competences within a given organisation or
unit. On the other hand, the types of problems being resolved are practically unlimited.
This indicates the formation of numerous ties between the innovative processes’ par-
ticipants, which results in the integration of many different entities around important
innovative tasks.
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An effect of such contemporary development of innovations is in principle the en-
richment of the market, with many new and modern goods facilitating society’s life and
improving its activity and functionality. It is also the development of firms which take
part in the creation of innovations and the sale of innovative products and services, which
translates into the country’s socio-economic development. This may be verified based on
the changes which have occurred in the past quarter-century in the development of the
countries which are most advanced in the development of innovations and rely for their
economic growth on innovations. To a lesser degree, this phenomenon can also be noticed
in Poland?.

As presented by PARP (the Polish Agency for Enterprise Development) the char-
acteristics of the innovativeness of Polish enterprises show, in addition to their general
ineffectiveness in this area, also a considerable differentiation in the 14 levels of that
innovativeness within individual groups of large-chain and sector enterprises. Rela-
tively higher are the indices of innovativeness at large enterprises and those from the
ICT group, while they are low are in services as well as in small and medium-sized
enterprises. In general, the gap between the innovation indices of Poland vis-a-vis other
EU countries, despite the fact it is slightly improving, has not seen any significant
change. In Poland, the overall index of innovation, measured in terms of a firms’ in-
novative activity (introduction of new products, processes and new solutions), oscil-
lates for large companies between 45-60% of those firms. Within the group of small
enterprises, the share of those that implement innovations does not exceed 10%. And
taking into account the share of their revenues from the sale of new or substantially
improved products, then, irrespective of the size of firms, the index is low and does not
reach 15%. Manufacturing companies reach this index value at the level of up to 12%,
while services rendering ones — up to 7%. Overall, the general picture of the develop-
ment of innovations within enterprises in Poland is not very optimistic. This indicates
the rationality of undertaking significantly more activity in this area, particularly in the
perspective of the year 2020 when it will be possible to participate in EU programmes
within the Horizon 2020 scheme. At the same time, we may conclude on this basis that
the chosen path for the development of innovations is right as it leads to the improve-
ment and extension of the market offer, market success for firms and, as a result, also
to the country’s economic growth. However, there are factors that are not conducive to
that development or they even may reduce it. It would seem that also required is their
identification and in-depth analysis which will then allow forth implementation of im-
provements within this area.

Let’s look therefore at the second factor of development, which, at the same time, de-
termines and sets up the grounds for the development of innovations and an improvement
of society’s quality of life — consumption.

2 The assessment is based on the following bases: per capita GDP equal 3,000-9,000 USD as the
condition for the country being qualified to the second (higher) advancement of its development
and the share of innovations in shaping the development at the level of 30% and more. Poland meets
only the first criterion. For this, it is at the transition stage between the stage 2 and 3, considered as
the stage of development through innovations. [Global Competitiveness Report, World Economic
Forum, p. 3].
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CONSUMPTION AS A FACTOR IN IMPROVING SOCIETY’S QUALITY
OF LIFE

The impact of consumption on the development and improvement of quality of life
(though not directly) was mentioned in his works by the renowned Polish economist
E. Lipinski in the 1960s. He described consumption as a driving force for the development
of the human being and the whole of society and, thanks to this, also to enterprises and
the economy. He wrote: “(...) in the process of consumption, the human being not only
reproduces the life process but it expands, deepens, and changes it. In this meaning,
consumption is not only the purpose of production but it is its assumption, condition,
driving force. In the process of consumption, there grows human being’s intellectual and
moral strength, increases his production capacity, develops imagination, increases mind
power. Consumption becomes the most powerful manufacturing power as when at leisure,
at the time free of production, there takes place the human being’s development [Lipinski
1969]. This development forms in the human being his creativity, openness, curiosity,
propensity to examine his abilities and to create something new. And the American Noble
Prize winner of 1992, G.S. Becker spoke in this way of consumers and their households:
“(...) households are already not treated as passive consumers of goods and services
purchased in the market sector, but as active producers of such non-market goods as,
for instance, health or prestige. These goods are an effect of the combination of market
commodities, time at the disposal of household’s members, and environmental variables
such as education, abilities, and others” [Becker 1990].

The attainment of the large role of consumption in creating innovations, also inclu-
sive of innovations which are part of the consumption, was achievable due to marketing.
Thanks to marketing research and other tools including social communication, it has been
possible since the second half of the 20" century for a fuller and clearer recognition of
consumption, consumers’ needs, and the meeting of these needs at an ever higher level.

Such assessments and comments as to the place and the role of consumption in de-
velopment confirm, at the same time, that it is within the human being, in his mind and
through his activities that the great productive potential, also described as creative and
innovative, lies. Hence, the validity of investment in this potential and the transformation
this causes in innovative effects seems to be undisputable, and should be a conscious
priority, at least as regards educational, cultural and medical services as well as those in
the ICT area.

Let’s see, therefore, what consumers’ wealth in Poland looks like and their consump-
tion habits. We look at wealth on the basis of individual incomes within households in
differentiated quintile groups. In the fifth, the highest quintile group, the bottom line of
per capita incomes in the household amounts to 1,867 PLN, while in the first, the lowest
quintile group the value of the highest incomes amounts to 694 PLN in 2014 (according
to GUS). The level of disposable per capita income in households reaches an average
value of approx. 1,300 PLN. The spread between the highest and the lowest disposable
incomes is 2.7-fold in 2014 (according to GUS). It is also worth mentioning that since
2000 disposable income has more than doubled and its real value has increased over that
time by almost 49%. The main source of incomes is paid work. This illustrates the chang-
es taking place in the consumers’ purchasing abilities and, at the same time, indicates

Oeconomia 15 (3) 2016



926 A. Olejniczuk-Merta

generally the positive nature of those changes. They are expressed both in consumers’
behaviours and in consumption’. Generally, consumers do not have trouble meeting their
needs. More than 45% of families do not report financial troubles as a limiter of their pur-
chases. About 11% of consumers speak of minor troubles. The value of household equip-
ment including various durables in the period since 2000 has grown several times over
(e.g. printer, computer, and video camera) and even more than ten times (dish washer) or
even a few dozen times in the case of motorcycles, passenger cars, mobile phones, and
new generation electric cookers). Better household equipment is a result of the better fi-
nancial condition of households but also from the opportunity to use consumer credit and
favourable prices, particularly in case of audio-visual and multimedia devices. However,
we must remember that the degree of household saturation as regards durables is socially
highly differentiated, and the degree of saturation does not tell us about the innovative-
ness of the goods possessed or of the innovativeness of consumers’ attitudes. And the
latter, as research shows, is characterised by a low indicator. Purchases of foodstuffs and
the pattern of their consumption confirm the systematic improvement in the health aspect.
As regards the purchase of many groups of products within the FMCG segment, Polish
consumers are quite conservative and economical. They are convinced they are able to
well assess product quality. They perceive themselves as rational consumers, who can
simultaneously take care of their own aesthetic needs as well as that of the environment.
Polish consumers are moderately open to innovations and they take into account low
price, though it is not the dominating factor determining their choice. A purchase decision
is most often made for a mixture of economic and technical reasons as well as overall
preferences and reputation.

Poles’ hierarchy of values has been changing, but only slowly and not by much. The
place of new technologies in the value hierarchy is still low. Poles mostly appreciate
health, both their own and that of their relatives. Next there are family values, then life
self-reliance, tolerance, and having other people’s respect. Even the most up to date de-
vices and the possibility to contact other people through the use of new technologies are
placed low in the value hierarchy. However, the low place of new technologies is not
surprising when compared to such universal values such as health and the family. Never-
theless, it is worth emphasising that the importance of up-to-date products and new ways
of making contact with people is apparently growing among younger better educated and
better off people.

In addition expert evaluations show that the Polish consumer is a consumer who is
innovative and pro-innovative to a small extent as they lack sufficient knowledge about
innovations and they are also often afraid of innovation. Moreover, Poles have been at-
tributed with “anti-innovative roots”, stemming from the political past, including the
situation in the country and a lifestyle which did not promote innovation. The lack of
a pro-innovative attitudes amongst Poles is a result, in experts’ opinions, also from the
traditional approach to the upbringing of children as well as the educational system in

3 The presented below information is a result of our own research carried out within the project of the
National Science Centre, NCN: Konsumpcja w innowacyjnej gospodarce, 2012/05/B/HS4/04006.
They are of the synthetic and, at the same time, selective nature.

Acta Sci. Pol.



Innovations and consumption versus raising the quality of life of society 97

Poland, connected with our historical past, which doesn’t facilitate the development of

independence, creative thinking and general openness.

Being an innovative consumer relates more to the young generation, people currently
learning/studying (secondary school youth and students). This consumer group is char-
acterised by the greatest openness, mobilisation, and desire for change and experiencing
new things; therefore, one may see among them innovative consumer behaviours and
attitudes towards innovation. Greater innovative thinking and pro-innovative consumer
activities may be generated through the development of educational background — that
is changes in the educational system which are aimed at the promotion of creative and not
merely imitative thinking as well as making the society more aware and knowledgeable
about their needs and how to meet them as well as, opportunities for development and
benefits from innovations.

The segmentation procedure applied in the research allowed for the singling out of
five groups of consumers characterised by a different approaches to innovative products
and services as well as by estimates as to the size of their segment in the overall popula-
tion. They are as follows:

» innovative — 15%. The segment of innovative are people who are not only oriented
in market novelties but also buy them. This innovative segment is relatively small.
The innovativeness of this group of consumers depends on their curiosity, particularly
at a stage when they are striving to offset civilizational distances in their standard of
living and consumption;

» oriented — 16%. This segment is made up of people who are in the flow, though only
some of them actually buy novelties. It may result from the fact that innovative pro-
ducts are expensive and to put it simply, despite their interest in novelties, they often
cannot afford to buy them;

» aspiring — 18%. This group is set up by those who sometimes buy and one out of two
of them are not interested in novelties, though they do sometimes buy them. Neverthe-
less, only one fifth of this group exhibit an interest in innovative products even though
they don’t buy them;

+ indifferent — 27%. This is the segment of people indifferent to innovations, albeit
47% of them sometimes buy innovative products while not paying them any great at-
tention. For these consumers, innovative products are those which are marketed with
a label novelty and therefore their purchase may be motivated by a desire to satisfy
idle curiosity;

» withdrawn — 24%. The segment of withdrawn are people who are completely cut off
from novelties. They are not interested in innovative products/services; however, 39%
of them sometimes buy such products.

The above description may suggest that Poles’ consumption habits, are not limited,
however, they do not translate necessarily into an improvement of society’s wealth, and
the making of anticipated progress in this respect. They don’t definitely help in raising
society’s life quality. On the other hand, both the analysed innovations and consumption
although insufficient in themselves to cause an improvement of the society’s life quality
still remain indispensable.
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AN ATTEMPT TO INDICATE THE CONDITIONS CONDUCIVE TO RAISING
THE SOCIETY’S LIFE QUALITY

In the light of the above considerations, there appears the question of the legitimacy
of continuing along the development path outlined which to a definite degree takes place
at the expense of less affluent social groups. Why at their expense? Because the free mar-
ket is an effective system and induces producers to economise and innovate. It rewards
them for achieving the lowest price which requires the use of cheap manpower and raw
materials. It can turn against society including many consumers, particularly its poorer
parts, and it neither serves development nor health (environmental pollution, high un-
employment or wages much lower than the minimum, decline of natural ecosystems and
bio variety) [Bendyk 2015]. In contrast, the large, one can say even too large, scale of
variety of the offer for affluent customers and the development of consumerism are the
effects of the development among the affluent part of the society of excessive consump-
tion, not justified by needs, and simply harmful. Consumerism contributes to wastage of
manufactured goods, human work, and natural resources [Gilder 2015]. Very significant
have become the words assessing this situation, uttered by J.K. Galbraith: they expected
the growth of material wealth would solve all social problems, while it has become our
main problem.

R. Branson speaking of three issues: unequal growth distribution of social incomes
and, more precisely the, growing differentiation of incomes, especially in the aspect of the
division of income between remuneration of labour and capital; groundless, too low or
imperfect investment in the knowledge-based economy in human, social and intellectual
capital; and full identification of the sources of income and property inequalities and their
impact on imbalances also on a macroeconomic scale, wrote: “It is time to turn capital-
ism upside down. It is time to screw business as usual” [Branson 2015]. The saying can
be applied — only to a lesser extent — to the situation in Poland. The issue here is with the
diffusion of new solutions, often coined as revolutionary, which deal with the issues of:
greater socialisation of the economy, reduction of unemployment and the development of
social economics [Kotodko 2013, Kowalik 2013].

On the other hand, G. Gilder sees the future development of society, including im-
provements in its life quality, through the harnessing of human’s and society’s activity.
He writes: “Interventionism and social work activities have appeared to be ineffective,
generating more and more divisions. It is the human being and his creativity that is the
source of wealth of nations and unrestricted enterprise provides the economic power and
hope for the poor” [Gilder 2015].

In order to improve our, Polish conditions, both for an efficient development of in-
novations and changes in consumption, which serve to raise society’s life quality, it is
worthwhile to pay attention to the contents of the report Cultural reform 2020-2030—
—2040. Success demands changes [2015]. The authors present in it the concepts and meas-
ures that may stimulate innovativeness at (Polish) enterprises, approaching the problem
also innovatively, from the side of culture and habits. They indicate, like W.D. Eggers
and P. Macmillan [2014] in their book The Solution Revolution, the areas of activities and
also partly the tools that may be useful in enhancing the innovativeness of consumers,
enterprises, and the state.
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They are:
 the deliberative state intruding, i.a., with the following solutions: universal participa-

tive budgets, “local planning cells”, technological panels at the national level, and the

state’s deliberation — in order to socialise and introduce elements of reforms indepen-
dent of parties;

 the inclusive state which is conducive to creativity and entrepreneurship, increasing
the propensity to take reasonable risk by reinforcement of positive ties based on con-
fidence, respect of principles, sense of co-responsibility, security, and community;

» changes in education, including holistic reforms of schools;

+ individual communities enabling empowerment of the state, economy, education, and
relations between the state and its citizens/consumers in various ways.

An in-depth analysis of these solutions, as well as other new and interesting proposals
considered, i.a., by authors such as T. Piketty [2015a, b], V.W. Hwang and G. Horowitt
[2012], as well as this year’s Nobel Prize winner for economics — A. Deaton [2014] will
be discussed in a separate publication devoted to them.
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Streszczenie. Artykut jest po§wigcony analizie innowacji i konsumpcji jako czynnikéw
rozwoju, sprzyjajacych poprawie jakosci zycia spoteczenstwa. Rozwazania w nim zawarte
uwzgledniaja zrodla, czynniki i efekty rozwoju innowacji. Pokazuja konsumpcje jako pra-
zrodto innowacji i potencjalng sit¢ sprawcza dtugotrwatego rozwoju gospodarki i postgpu
spolecznego. Podjgta zostaje proba odpowiedzi na pytania: czy rozwdj innowacji i zmiany
konsumpcji zen wynikajace sa czynnikiem zapewniajacym podnoszenie jakosci zycia spo-
leczenstwa, czy tez nie, a jezeli nie — to jakie warunki powinny by¢ spetnione. W ramach
tego jest podniesiona kwestia modyfikacji dalszej drogi rozwoju, stuzacego podnoszeniu
jakosci zycia spoteczenstwa i zwigkszenia w tym celu inwestowania w kapitat ludzki i spo-
teczny oraz dokonanie innych istotnych zmian o charakterze kulturowym.

Slowa kluczowe: innowacje, konsumpcja, czynniki rozwoju, jako$¢ zycia, rewolucja roz-

wiazan, zmiany kulturowe, inkluzywna gospodarka
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Abstract. The aim of the study was to determine the level of sustainability of rural de-
velopment in the European Union Member States. The study included three dimensions
of rural development, namely economic, environmental and social. Each dimension was
determined using synthetic index elaborated on the basis of the primary variables, with the
use of factor analysis. The study was conducted in all EU countries in the years 2000-2012.
The obtained data shows that the highest degree of sustainability of rural development
has occurred in Hungary, Bulgaria and Cyprus, and the lowest in Latvia, Romania and the
United Kingdom.

Key words: sustainable development, rural areas, European Union countries

INTRODUCTION

Rural areas in the EU-28 make up 91% of its territory and 56% of the total population.
These areas generate more than 15% of the total gross value added and employ 13% of
the total working population. Their primary task is to provide food products for rural and
urban society, as well as raw materials for industry. Rural development is a vitally impor-
tant EU policy area, therefore, its strengthening is one of the EU top priorities.

In terms of indirect effects, any significant cut back in European farming activity
would in turn generate losses in GDP and jobs in linked economic sectors — notably
within the agri-food supply chain, which relies on the EU primary agricultural sector for
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high quality, competitive and reliable raw material inputs, as well as in non-food sectors.
Rural activities, from tourism, transport, to local and public services would also be af-
fected. Depopulation in rural areas would probably accelerate [Matthews 2012]. Being
an integral part of the European economy and society, rural areas and their sustainability
are particularly vulnerable, furthermore modern society faces specific challenges, even
in relatively prosperous EU, taking into account the fact that rural areas play a huge role
for the society, serving a number of socio-economic, environmental, cultural and spatial
functions, being significant on local, regional, national and global levels.

The paradigm of sustainability was accepted as a guiding principle few decades ago
by governments, businesses, NGOs and civil society. Recently sustainable development
became a serious challenge, goal, global “trend” and of course, a continuous process
aimed at reloading all the systems of our modern life. Sustainable rural development
is vital to the economic, social and environmental viability of nations. It is especially
essential for poverty eradication since global poverty is overwhelmingly rural. The other
key challenges for both sustainable rural development and agriculture is to increase food
production in a sustainable manner, ensuring and enhancing food security and improving
livelihoods in rural areas [United Nations 2009a, Shalaby et al. 2011].

We got used to address these challenge calls for changes mainly in developed coun-
tries, first due to their financial and technical capacity to implement more sustainable
policies and measures, yet the necessary level of political governance and especially an
interest of average citizens is still insufficient. On the other hand, there is the lack of
action in developing countries sometimes compounded by economic recession [Pearce et
al. 1990, Rogers et al. 1997, Shalaby et al. 2011]. While there are common goals that are
crucial to sustainable development, there is no single approach guaranteeing sustainable
success in every country.

The European Union by its policy declares rural sustainability as a vitally important
area, and its strengthening is one of its top priorities (European LEADER Association for
Rural Development). Besides, there are many different support programs for agriculture
and rural development, financed by the EU, but no final assessment of their efficiency in
the long run has been completed. To what extent investing financial resources is resulted
in improving sustainability of rural areas and life quality?

On the other hand, the theoretical aspect of the rural sustainability remains mutually
contradictory, although a great deal of scientific papers is available in this topic during
the last few decades, the authors still argue on the terms of “sustainability” and “su-
stainable development”, making those definitions even more complicated, especially in
non-native English literature sources' [Majewski 2008, Cherevko and Cherevko 2010,
Stanny 2011].

However, there are many (over 100) definitions, indicators and indices of sustainable
development, but still it is not completely clear where the optimal solution(s) are and how
to keep the sustainability the point of sustainability is and how to accomplish and balance
it (Table 1). What are the factors we should consider in order to estimate the overall level

!'In Ukrainian literature a term “sustainable development” can be translated and applied by some
authors as “sustainable growth” and “balanced development” with no or slight difference in mean-
ing; in Polish — “zrownowazony rozwdj” and “trwaty rozwd;j”.
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of development, its sustainability? Is there any integral indicator that must be applied in
this case?

All the definitions of the sustainable development require that we see the world as
a system — a system that connects space: and a system that connects time [International
Institute for Sustainable Development 2015].

During the United Nations Conference on the Human Environment, held at Stock-
holm in June 1972 the World Commission on Environment and Development (WCED)
was created. Reaffirming the Declaration of the United Nations and seeking to build upon
it, Rio Declaration on Environment and Development was adopted in 1992 [United Na-
tions Environment Programme 1992].

Although the concept of sustainable development has been defined many times, the
most often cited is the following: “Sustainable development is development that meets
the needs of the present without compromising the ability of future generations to meet
their own needs. It contains within it two key concepts: the concept of needs, in particular
the essential needs of the world’s poor, to which overriding priority should be given; and
the idea of limitations imposed by the state of technology and social organization on the
environment’s ability to meet present and future needs” [United Nations 2009b].

In macroeconomic analysis, the simplest measure of the “sustainability” can be de-
rived, taking into consideration the fact that in economic processes the natural resources
are being changed into the capital goods. At the same time, it is not possible that the re-
sources available to today’s generation are not depleted. Therefore, if the sum of capital
growth generated in a given period is less than zero, it means a lack of sustainability. The
weak sustainability calls for minimum requirements, where the sum of capital growth is
greater than zero. Strong sustainability requires protection of “crucial” (non-substitutab-
le) capital components [Majewski 2008].

THE RESEARCH PURPOSE, SCOPE AND METHODS

The purpose of the study is to determine the sustainability level of rural development
in the EU countries. The research included three pillars of sustainable rural development
— its economic, environmental and social dimension of three-dimension space. We assu-
me that sustainability degree of each dimension can be calculated as a distance between
its particular points from the straight line — equilibrium (sustainability). The set of variab-
les has been selected by the authors based on previous research [Siudek and Vashchyk
2014, Vashchyk and Siudek 2014, 2015]. While studying the economic development four
primary variables have been considered, namely GDP per capita, cereal yield, livestock
production index and agriculture value added per worker. The assessment of ecological
development was based on six primary variables: the share of forest area in total land area,
emissions of sulphur oxides (SOx) in agriculture, emissions of nitrogen oxides (NOX) in
agriculture, electric power consumption per capita, the share of alternative and nuclear
energy in total energy use and the share of area under organic farming in total agricultural
land area. In turn, to assess social development five primary variables were applied, such
as employment in agriculture, unemployment rate, at-risk-of-poverty rate, total social
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expenditures and rural population®. The research itself consists of the theoretical and
empirical parts. Theoretical part refers to the definitions of sustainability and functions
of rural areas, whereas empirical part addresses to their development and sustainability
level in all the EU Member States. Theoretical part of the study is based on the literature
review (Table 1) and the empirical part — on a data obtained from the World Bank, OECD
and European Commission statistics databases.

To determine the economic, environmental and social development of rural areas in
the EU Member States the synthetic index (SI) has been built on the basis of above-
mentioned secondary variables [Siudek and Vashchyk 2014, Vashchyk and Siudek 2014,
2015]. Factor analysis was applied to replace the original set of primary variables, descri-
bing the development of rural areas, by a new set of secondary variables, more convenient
for practical application. Factor analysis was based on the study of interrelationships
between variables in a multidimensional extend and to clarify the reasons for the general
variability [Harman 1967, Bolch and Huang 1974, Morrison 1990, Jajuga 1993, Tadeu-
siewicz 1993, Dobosz 2001, Siudek 2006 i 2008].

The analysis fulfilled a linear transformation of the original n-variables x; (i = 1, ...,
n) to the new secondary ¢-variables Uy, (k =1, ..., t), which were uncorrelated, and their
variance sum equals total variance of the original variables x;. Variables U, have been de-
fined as main factors. The variance of each new factor explains certain variation value of
the primary (original) variables and is represented by eigenvalue. Subsequently isolated
main factors indicated less variability each next time. The decision concerning definition
the stage of termination isolating factors depended mainly on state of random variation,
which remained undefined by the new factors. All the factors were applied to determine
the SI with no exclusions, having determined 100% of the total variation.

The value of the main factors and the SI has been calculated by the following equa-
tions:

U= ayx + agpey + azpes + ... ayxy, (D

where: U, — value of the main k-factor (k= 1, 2,... ©);
aj, — estimated significance of primary i-variable by the primary k-factor (i = 1,
2,...,n);
x; —value of primary i-variable (i =1, 2,..., n).

Wv:b1U1+b2U2+b3U3 +... btUt (2)

where: W, — synthetic index of economic, ecological or social development of rural areas
in the EU countries (For economic, environmental and social development,
separated SI have been estimated);
b, — estimated significance of main k-factor, which reflects a certain percentage of
variation i =1, 2, ..., £);
U, — value of main k-factor (k= 1, 2,..., f).

2 Selection of variables for the research rests upon subject literature and the World Bank database
(http://data.worldbank.org/indicator/EG.USE.COMM.CL.ZS).
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Sustainability (balance) of rural development was determined by a simple equili-
brium 1: Ax = By = Cz, where A = B=C= 1, wherein x, y, z € R (x — economic dimension
of rural development; y — environmental dimension of rural development; z — social di-
mension of rural development).

Rural development in the EU Member States was delineated by the points Pi (x;, y;,
z;) located in three-dimensional space (x; — the economic dimension of the EU i-country;
v; — the environmental dimension of the EU i-country; z; — the social dimension of the EU
i-country).

The degree of sustainability of rural areas in the EU Member States has been calcula-
ted as a distance between points P; from the straight line — equilibrium 1. The shorter was
the distance, the more balanced (sustainable) was the development of rural areas in the
particular EU country and vice versa. Research covered the period of 2000-2012. All the
results are presented in the respective tables and in previous research phases [Siudek and
Vashchyk 2014, Vashchyk and Siudek 2014, 2015].

DISCUSSION AND RESULTS

Rural development in the EU Member States can be considered in three dimensions
— economic, environmental and social. In economic contest, the EU’s most develo-
ped countries in 2000-2012 were: Luxembourg, the Netherlands, Slovenia, France and
Malta, and the least developed — Lithuania, Romania, Slovakia, Poland and the Czech
Republic (Table 2). From the ecological point of view, Latvia, Finland, Austria, Swe-
den and Estonia have been carrying the palm, whereas the UK, Spain, France, Poland
and Malta have been those with the worst parameters. On the whole, the highest level
of social development in terms of applied indicators had been held by Luxembourg,
Denmark, Belgium, Sweden and the Netherlands, and lowest — in Romania, Croatia,
Poland, Lithuania and Greece. In 2000-2012 the highest sustainability level among
the EU Member States was observed in Hungary, Bulgaria, Cyprus, Italy and Greece,
whereas Latvia, the UK, Romania, Luxembourg and the Netherlands demonstrated the
worst situation.

Among all the EU countries, the largest differences were observed between ecologi-
cal and social development (16 countries, namely: Belgium, Croatia, Cyprus, Estonia,
France, the Netherlands, Lithuania, Luxembourg, Latvia, Malta, Germany, Portugal, Ro-
mania, Slovakia, Slovenia and the United Kingdom), economic and social development
(6 countries: Bulgaria, Czech Republic, Denmark, Greece, Poland and Hungary) and
economic and environmental development (6 countries, that is Austria, Finland, Spain,
Ireland, Sweden and Italy).

Having calculated the average rural development by the three dimensions and having
estimated the deviation from an average, we may determine which dimensions has the gre-
atest impact on rural instability in the EU Member States. The obtained data indicated that
there was an imbalance of rural development in the EU by all the dimensions (Table 3).

Table 3. The dimensions and non-sustainability of rural development in the EU Member States,
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2000-2012
Dimensions of development The deviation from the average
Country Economic Ecological Social Average Economic Ecological Social
20002012 2000-2012  2000-2012  2000-2012  2000-2012  2000-2012  2000-2012

Austria 0.2717 2.0598 0.8868 1.0727 -0.8010 0.9870 -0.1860
Belgium 0.3619 -0.4290 1.9793 0.6374 -0.2755 -1.0664 1.3419

Bulgaria -0.4348 -0.6497 -0.9834 -0.6893 0.2545 0.0396 -0.2941
Croatia -0.4629 -0.0108 -1.7320 -0.7352 0.2724 0.7244 -0.9968
Cyprus 0.1534 -0.5604 0.1590 -0.0827 0.2360 -0.4777 0.2417
Czech Republic -0.5610 0.3536 0.5636 0.1187 —0.6798 0.2349 0.4448
Denmark 0.4077 0.4480 2.1665 1.0074 -0.5997 -0.5594 1.1591

Estonia —0.4456 1.4582 —0.5348 0.1593 —0.6049 1.2990 —0.6941
Finland 0.4077 2.1079 1.2764 1.2640 —0.8563 0.8439 0.0124
France 0.6022 —1.1351 1.3376 0.2682 0.3340 —1.4033 1.0693

Germany 0.2395 -1.0119 1.0641 0.0972 0.1423 -1.1091 0.9669
Greece —-0.3982 —0.4993 -1.3078 —0.7351 0.3369 0.2358 —0.5727
Hungary -0.4779 —0.3662 -0.1705 -0.3382 -0.1397 -0.0280 0.1677
Ireland 0.2216 —0.8201 -0.1058 -0.2347 0.4563 -0.5853 0.1290
Italy 0.2327 —0.6328 0.0428 -0.1191 0.3518 -0.5137 0.1620
Latvia -0.4805 2.1832 -1.2194 0.1611 -0.6416 2.0221 -1.3805
Lithuania -0.7283 0.4777 -1.3109 -0.5205 -0.2078 0.9982 -0.7904
Luxembourg 1.2150 -0.1667 2.4545 1.1676 0.0474 -1.3343 1.2869
Malta 0.4178 -1.0360 1.1976 0.1931 0.2247 -1.2292 1.0045

Netherlands 0.7002 —0.7529 1.8425 0.5966 0.1036 -1.3495 1.2459
Poland -0.6295 -1.1153 -1.6937 —1.1462 0.5166 0.0309 —0.5475
Portugal -0.3548 0.6714 -1.0779 -0.2538 -0.1010 0.9252 —-0.8242
Romania -0.7137 —0.3324 -3.0133 -1.3531 0.6394 1.0207 —1.6601
Slovakia —0.6308 0.2515 —0.9511 —0.4434 —0.1873 0.6949 —0.5076
Slovenia 0.6128 1.0041 —0.6632 0.3179 0.2949 0.6862 -0.9811
Spain 0.0214 -1.7575 -0.2039 —0.6467 0.6681 -1.1108 0.4427
Sweden 0.2925 2.0376 1.8701 1.4000 -1.1076 0.6375 0.4700
United Kingdom 0.1598 —-1.7768 1.1296 -0.1625 0.3223 -1.6144 1.2920

Source:  Own calculations.

The economic dimension had the strongest impact on rural non-sustainability (by the
applied variables) in the Czech Republic, Finland and Sweden (Table 3). In these coun-
tries, economic growth was the lowest among the three dimensions. The environmental
aspect affected mostly rural imbalance in Austria, Estonia, Lithuania, Latvia, Portugal
and Slovakia (the highest level out of the three dimensions) and also in Cyprus, France,
Germany, Ireland, Italy, Luxembourg, Malta, Austria, Spain and in the UK (the lowest
level by the three dimensions). Social “axis” caused the rural development distortion in
Belgium, Denmark and Hungary (the highest index) as well as Bulgaria, Croatia, Greece,
Poland, Romania and Slovakia (the lowest level).
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CONCLUSIONS

There is no unified approach that would ensure maintaining of sustainability in a long
run steady success in each country, whereas the sustainable development of rural areas
implies achieving common goals. This non-uniformity must be considered in rural deve-
lopment policies and strategies for the EU Member States due to specific characteristics
of their agriculture and rural areas.

According to the synthetic index and in terms of economic development the lowest in-
dicators in 2000-2012 were typical for the Central and Eastern European countries (Lithua-
nia, Romania, Slovakia, Poland and the Czech Republic), while the highest — in the Western
and Southern Europe (Luxembourg, the Netherlands, France, Malta and Slovenia).

The worst ecological situation of rural areas (by the analyzed factors) was recorded
in some of the “old” EU Member States (the United Kingdom, Spain and France) and the
“new” ones (Malta and Poland). The highest ecological development was observed in the
Scandinavian region (Finland and Sweden) and in one Baltic country (Latvia). In general,
better outcomes in environmental situation in above mentioned states isn’t necessarily
explained by higher level of economic development and vice versa. This means that some
countries succeeded in economy growth while increasing emissions, pollution or electric
power consumption etc. Neither it means that some countries succeeded in economy gro-
wth while increasing emissions, pollution or electric power consumption etc.

The lowest social development level of rural areas was in the countries which had
joined the EU after its last enlargements (Romania, Croatia, Poland and Lithuania) and
the highest level — in the Benelux (Belgium, the Netherlands, Luxembourg) and the Scan-
dinavian states (Denmark and Sweden). These outcomes confirmed disparities between
these two “poles” of the EU-28 and demonstrated strong interdependence between the
country’s social development and its welfare.

Unexpectedly, the overall degree of rural sustainability was the lowest both in some of
the “new” EU countries (Latvia and Romania), as well as in the “old” EU countries (the
UK, Luxembourg, the Netherlands and France). The same diversity is true for the states
with the highest sustainability level — in Hungary, Bulgaria, Cyprus and in Italy, Greece
and Ireland.

Among all the EU countries, the ecological “vector” had the strongest impact on rural
non-sustainability in the EU countries, whereas the economic component was not a key
factor.

Generally, there is large diversification in economic, ecological and social develop-
ment of rural areas among the EU Member States. The synthetic index of rural sustainable
development and it’s value can be considered as a measure of the relative likelihood of the
country’s ability to achieve favorable status. However, the high value of that index can’t
guarantee its ability to remain sustainable rural development in a long-term perspective.

The research has pointed out discrepancies among the different EU nations by all the
three dimensions, mainly among the “old” and the “new” EU Member States. On the
other hand, it has demonstrated their strong cohesion.

In fact, the sustainable (rural) development exists only in theory. In practice, this de-
velopment deviates from equilibrium in some measure. In addition, the development of
rural areas is a dynamic effect, because it is constantly changing over time.

Oeconomia 15 (3) 2016



112 T. Siudek, E. Czarnecki, M. Vashchyk

REFERENCES

Bolch, B.W., Huang, C.J. (1974). Multivariate statistical methods for business and economics.
Prentice-Hall, Englewood Cliffs, NJ:

Cherevko, G., Cherevko, 1. (2010). Sustainable development of rural areas. Agrarian Economy, 3
(1-2), 77-84.

Daly, H.E. (2007). Ecological Economics and Sustainable Development-Selected Essays of
H. Daly (Advances in ecological econo—mics). Edward Elgar Publishing Limited, UK.

Dobosz, M. (2001). Wspomagana komputerowo statystyczna analiza wynikéw badan. Wyd. Aka-
demicka Oficyna Wydawnicza EXIT, Warszawa.

European Commission — Agriculture Directorate-General (2001). Framework for Indicators for the
Economic and Social Dimensions of Sustainable Agriculture and Rural Development.
Retrieved from: http://ec.europa.eu/agriculture/publi/reports/sustain/index_en.pdf.

Harman, H.H. (1967). Modern factor analysis. University of Chicago Press, Chicago.

Harwood, R.R. (1990). A history of sustainable agriculture. [In:] Edwards C.A., Lal R., P. Madden,
R. Miller, G. House (Eds). Sustainable Agricultural Systems. Soil and Water Conservati-
on Society, Ankeny, [A.

International Institute for Sustainable Development (2015). What is Sustainable Development? Re-
trieved from: https://www.iisd.org/sd/#one.

Jajuga, K. (1993). Statystyczna analiza wielowymiarowa. Wyd. Naukowe PWN, Warszawa.

Majewski, E. (2008). Trwaty rozwoj i trwate rolnictwo — teoria a praktyka gospodarstw rolniczych.
Wyd. SGGW, Warszawa.

Matthews, A. (2012). What role for agriculture in rural development? Retrieved from: http://capre-
form.eu/what-role-for-agriculture-in-rural-development/.

Morrison, D.F. (1990). Wielowymiarowa analiza statystyczna. PWN, Warszawa.

OECD (2000). Sustainable agriculture 2000. Agricultural Policies in OECD Countries: Monitoring
and Evaluation. Glossary of Agricultural Policy Terms.

Pearce, D., Barbier, E., Markandya, A. (1990). Sustainable Development: Economics and Environ-
ment in the Third World. Edward Elgar Publishing/ Earthscan Publications.

Pearce, D., Warford J. (1993). World without end: Economics, Environment, and Sustainable De-
velopment. Oxford University Press, New York — Oxford.

Region of Hamilton-Wenetworth (1996). Creating a Sustainable Community: Hamilton-Wentworth’s
VISION 2020, Canada. Retrieved from: http://www.unesco.org/most/usa4.htm.

Rogers P., Jalal K.F et al., 1997. Measuring Environmental Quality in Asia. Harvard University and
Asian Development Bank.

Shalaby, M.Y., Al-Zahrani, K.H., Baig, M.B., Straquadine, G.S., Aldosari, F. (2011). Threats and
Challenges to Sustainable Agriculture and Rural Development in Egypt: Implications for
Agricultural Extension. The Journal of Animal & Plant Sciences, 21 (3), 581-588.

Siudek, T. (2006). Badanie regionalnego zréznicowania sytuacji ekonomiczno-finansowej bankow
spotdzielczych w Polsce z wykorzystaniem metod taksonomicznych. Zeszyty Naukowe
SGGW, Ekonomika i Organizacja Gospodarki Zywnosciowej, 58, 41-53.

Siudek, T. (2008).Wpltyw kredytow rolniczych udzielanych przez banki spétdzielcze na rozwdj
rolnictwa w Polsce. Zeszyty Naukowe SGGW, Ekonomika i Organizacja Gospodarki
Zywnos$ciowej, 66, 37-47.

Siudek, T., Vashchyk, M. (2014). Economic development of rural areas in European Union Member
States in 2000-2012. Acta Scientiarum Polonorum, Oeconomia, 13 (3), 95-105.

Solow, R. (1999). Notes on Social Capital and Economic Performance. [In:] P. Dasgupta, I. Seragel-
din (Eds). Social Capital. A Multifaceted perspective. The World Bank, Washington.

Stanny, M. (2011). Analiza poziomu komponentéw rozwoju zrdwnowazonego i ocena stopnia ich
zrownowazenia na obszarach wiejskich ZPP. Spatial analysis of the level of sustainable

Acta Sci. Pol.



Assessment of the sustainability of rural development... 113

development components and evaluation of their degree of sustainability in rural areas of
the green lungs of Poland. Folia Oeconomica, 253, 99-114.

Tadeusiewicz, R. (1993). Biometria. Wyd. Akademii Gorniczo-Hutniczej, Krakow.

United Nations (2009a). Report of the World Commission on Environment and Development: Our
Common Future.

United Nations (2009b). Report on the 17th session of CSD-E/CN.17/2009/19/ Sustainable Deve-
lopment Knowledge Platform. Retrieved from: https://sustainabledevelopment.un.org/to-
pics/ruraldevelopment/decisions.

United Nations Environment Programme (1992). Rio Declaration an Environment and Develop-
ment. UN Document A/CONF.151/26. Retrieved from: http://www.unep.org /Documents.
Multilingual/Default.asp?DocumentID&equals; 78 & ArtideID=1163.

Vashchyk, M., Siudek, T. (2014). Ecological development of rural areas in European Union Mem-
ber States in 2000—2012. Problemy Rolnictwa Swiatowego, 14 (4), 194-204.

Vashchyk, M., Siudek, T. (2015). Social development of rural areas in European Union Member
States in 2000-2012. Roczniki Ekonomii Rolnictwa i Rozwoju Obszarow Wiejskich,
102, (1), 7-17.

World Bank (1991). World Development Report. Retrieved from http://web.world-
bank.org/WBSITE/EXTERNAL/EXTDEC/EXTRESEARCH/EXTWDRS/
0,,contentMDK:22295143~pagePK:478093~piPK:477627~theSitePK:477624,00.html.

OCENA ZROWNOWAZENIA ROZWOJU OBSZAROW WIEJSKICH
W KRAJACH UNII EUROPEJSKIEJ

Streszczenie. Celem pracy jest okreslenie stopnia zrownowazenia rozwoju obszarow wiej-
skich w krajach Unii Europejskiej. Badania obejmowaty trzy wymiary rozwoju obszarow
wiejskich, tj. ekonomiczny, ekologiczny i spoteczny. Kazdy wymiar okreslany byt za po-
moca wskaznika syntetycznego opracowanego na podstawie zmiennych pierwotnych, przy
wykorzystaniu analizy czynnikowej. Badania przeprowadzono we wszystkich krajach UE
w latach 2000-2012. Z uzyskanych danych wynika, ze najwyzszy stopien zrbwnowazenia
rozwoju obszaréw wiejskich wystapit na Wegrzech, w Bulgarii i na Cyprze, a najnizszy na
Lotwie, w Rumunii i Wielkiej Brytanii.

Stowa kluczowe: zréwnowazony rozwoj, obszary wiejskie, kraje Unii Europejskiej
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HEALTH AS A DETERMINANT OF THE DEVELOPMENT OF THE ORGANIC
FOOD MARKET

Katarzyna Szalonka
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Lucyna Witek
Rzeszow University of Technology

Abstract. This article attempts to answer the questions if the desire to maintain good health
is a major factor in the development of the organic food market and whether managers in
the organic food market should focus on this factor in marketing communication strategies
to win new customers and increase the number of buyers regularly. The organic food market
is one of the most dynamically developing sectors of the food industry, but it is still small.
Consumers who appreciate healthy lifestyle, taste, life in clean environment can become
potential buyers of organic food. Our study shows that health is an important motive of
organic food consumption. Practitioners during the construction of promotional message,
especially in mature markets should in the future pay attention to the environmental benefits
and sustainable mode of production, while all the nutritional and health benefits should be
treated only as a premium. There is no conclusive evidence that organic food is more health
than conventional alternatives.

Key words: sustainability, organic food, health, consumer, green consumer

INTRODUCTION

Fear of civilization diseases, deterioration of health of societies, food scandals, en-
vironmental disasters and their exposure in the media cause health problems, which in
turn has an impact on consumer behavior. The quest for health and wellness is becoming
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a driving force in today’s food market, which is characterized by a relatively high level
of innovation, which is a consequence of increasingly diversified consumer expectations
about food products [Gutkowska 2011]. The consumer is looking for food products that
meet a variety of added features which are conducive to preservation of health, fitness
and beauty [Gutkowska and Ozimek 2005]. At present consumers are paying more atten-
tion to the health benefits of foods in order to achieve a healthier diet [Chrysochou 2010].
Consumers are interested in healthy food which increases the healthy products market
[Sahota 2009]. Scientific publications show that health is an important theme of organic
food consumption. Awareness of the impact of environmental pollution on health and
safety make that the issue of sustainable development is included into business models.

This article attempts to answer the questions if the desire to maintain good health is
a major factor in the development of the organic food market and whether managers in
the organic food market should focus on this factor in marketing communication strate-
gies to win new customers and increase the number of buyers regularly.

HEALTH AS VALUE FOR CONSUMERS AND BUSINESSES

Health, as defined by the World Health Organization (WHO), is not only physical
welfare, but mental and spiritual as well as social one. It is a life resource which includes
personal and social resources and opportunities for physical activity, and not only the
shortages (illness or disability). It is the result of a balance between the organism and the
environment. Health is a dynamic process, a system of mutual considerations in relation
organism—environment. It is the potential adaptability of the organism to environmental
requirements and supports body disposition to maintain a balance between it and envi-
ronmental requirements [Karwat et al. 2012]. Currently, when analyzing health issues the
holistic concept is developed, which includes four dimensions of health, namely physi-
cal (related to the proper functioning of the body), mental, social (connected with the
fulfillment of social roles and maintaining normal relationships with other people), and
spiritual (related to religion, principles and maintaining inner harmony). The health status
of the people is conditioned to the greatest extent by their lifestyle, less by the physical
and social environment and genetic factors, and the least it is affected by the health serv-
ice. The health for consumers is a specific type of wealth, a life asset which is the most
priceless value to them and also they have right to protect it. Research shows that among
the top values and goals of Polish households it occupies the second position just after
a successful family life [Kusinska 2011]. Consumers in the pursuit of their own individu-
al needs focus on improving the quality of their lives, care for the health and maintaining
good physical and mental condition [Swiatowy 2012]. Increasingly popular it is to adopt
a healthy lifestyle and to respect the principles of sustainable development, thus increas-
ing consumer segment of LOHAS (Lifestyles of Health and Sustainability). This is also
reflected in the emergence of new trends in consumption such as slow life, deconsump-
tion, ecological consumption. A group of consumers with particular interest in health
and those who are trying to follow a healthier, balanced diet and a balanced lifestyle has
a positive attitude towards organic food [de Magistris and Gracia 2008]. In recent years
the demand for organic products in developed countries has shown a significant growth.
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Organic foods are perceived by consumers as being less harmful to the environment and
healthier than conventional food.

DETERMINANTS THE ORGANIC FOOD MARKET DEVELOPMENT

Currently, the organic food market is one of the most dynamically developing sectors
of the food industry, but it is still small. Consumer spendings in the EU for organic food
in 2013 amounted to 22 billion EUR, which increased by almost 6% compared to last
year [European Parliament 2015]. Not only the interest of consumers, but also agricul-
tural policy and state aid and the inclusion of large stores to sell organic products affect
its growth.

In Poland factors that largely affect the demand for organic food in addition to changes
in the system of values (increase awareness of the social or environmental) is an increas-
ing consumer affluence and saturation of nutritional needs. It is expected that demand
will increase due to the growing affluence of Polish society, the search for new solu-
tions habits, as well as the growing ecological consciousness of the Poles [Pilarczyk and
Nestorowicz 2010]. Polish organic food consumers perceive this as a specific group of
food products with a primarily pro-health qualities. This is combined with motifs of the
acquisition, which is dominated by health care. In comparison with other countries they
are characterized by their relatively low percentage of indications of environmental con-
cern and support of organic farms [Luczka-Bakuta 2007].

CONSUMER BEHAVIOR IN THE ORGANIC FOOD MARKET

Consumer behavior towards organic food are determined by many factors. Health
problems are a key factor in the purchase of organic food. This is indicated by several
studies [Wandel and Bugge 1997, Schifferstein and Oude Ophuis 1998]. Ahmad and Ke-
lana [2010] indicate that purchases of organic food are rising because consumers believe
that organic food is safer than the conventional one. Hartman Group [2010] found three
key determinants that induce consumers to do first organic shopping. These are: preg-
nancy, health conditions and social impact.

The attitudes and decisions of consumers towards organic food are also affected by
demographic and social factors, such as age, gender and level of education [Aertsens et
al. 2011, van Doorn and Verhoef 2011]. People with higher education are more likely
to buy organic food than people with lower levels of education [Dettmann and Dimitri
2007, Roitner-Schobesberger et al. 2008, Tsakiridou et al. 2008]. Conflicting conclusions
can be found in the research by Yin et al. [2010], who showed that age and educational
level do not play a big role in purchasing organic food. Willingness to buy organic food
has more to do with the impact of individual lifestyle than socio-demographic profile
[Schifferstein and Oude Ophuis 1998, Chryssohoidis and Krystallis 2005]. Studies also
show that organic food buyers have a higher level of income than consumers not buying
this kind of food [Roitner-Schobesberger et al. 2008].

Place of residence may determine organic food choices. In industrialized cities we
can notice a significant increase in the market share of certified organic food products
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[Richter 2008]. The fact of having children is also a factor stimulating organic shopping
[Frostling-Henningsson et al. 2014]. Consumer knowledge is an important construct that
affects consumer behavior. Information on organic foods is an important issue because it
affects its perception and is the only instrument that allows us to distinguish the attributes
of organic food products from those of conventional products and build positive attitudes
towards organic food [von Alvesleben 1997]. Scientists say that the lack of consumer
awareness of organic food is an important factor slowing its growth. A higher level of
objective and subjective knowledge with regard to organic food is positively correlated
with a positive attitude towards this category of products and with more experience [Aert-
sens et al. 2011]. The experience of the consumer is essential for its attitudes. Consumers
who have already bought organic food showed more positive attitudes towards organic
food purchases than those who did not have any experience, and bought them at a higher
frequency [Roddy et al. 1996]. Gil et al. [2000] suggest that lifestyle of consumers is the
most important factor explaining the behavior of consumers towards organic food. Stud-
ies have shown that a segment of consumers with favorable attitudes towards organic
food has a higher level of health orientation in relation to other segments [Nasir and
Karakaya 2014]. The buyer regularly spend on average less than half of their budget to
purchase organic products. The most important factors that discourage consumers from
buying organic products are: high prices, insufficient availability and quality of the prod-
uct [Buder et al. 2014].

MOTIVES OF ORGANIC FOOD PURCHASING

The motives of buying organic food are concentrated in the area of health or the envi-
ronment [Honkanen et al. 2006]. The main motive is health [Shepherd et al. 2005]. Padel
and Foster [2005] found that consumers buy organic food because they see it as better
for their health. In contrast, the concern about the environment is not as strong motive as
health [Tregear et al. 1994, Durham and Andrade 2005]. Also Millock et al. [2004] argued
that attitudes towards the environment and animal welfare influence on the selection of
organic food less than aspects of taste, freshness and health. Similarly Chryssohoidis and
Krystallis [2005] indicate that the most important motive of purchasing organic products
is an aspect of health and taste. Tregear and his colleagues [1994] found that 54% of con-
sumers claim that they purchase organic foods because of concerns about their health or
their families, while only 9% of consumers indicate that they buy as a result of concern
for the environment. However, it should be noted that health is a more important motive
to buy for casual buyers than regular ones who do this not only for health reasons as well
as for environmental ones [Schifferstein and Oude Ophuis 1998]. The motives of pur-
chasing organic foods are determined by demographic factors. Wandel and Bugge [1997]
indicate that young consumers take into account more environmental issues, while older
consumers consider a purchase organic food for health. The studies conducted by Chen
[2009] have shown that a healthy lifestyle has an impact on consumer attitudes towards
organic food. Also, the security of value in use was a factor that played an important role
[Aertsens et al. 2009]. One can find research which shows that health has a negligible im-
pact on the buying behavior of organic food [Michaelidou and Hassan 2008]. Attention to
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health has been recognized as a priority for which consumers are willing to pay a higher
price [Paul and Rana 2012]. Purchasers treat organic food purchases as an investment in
good health. The perceived nutritional attributes of organic food represent a competitive
advantage over conventional foods.

CONCLUSIONS AND IMPLICATIONS

The article provides useful information for the operators in the market for organic
products to indicate that the most important determinant choices by consumers of organic
food are health benefits. Therefore, managers should emphasize marketing communi-
cation that organic food is produced without the use of artificial chemicals, pesticides,
fertilizers, does not contain genetically modified substances or other additives. In or-
der to encourage consumers to buy organic food, the health statements pointing out the
manufacturing method can be useful in marketing communication strategy. However,
such campaigns must be designed with care as most research indicates that there are
no significant differences in food content or additional health benefits between organic
foods and conventionally produced one, but in spite of this, consumers perceive organic
food as healthier, tastier and more environmentally friendly than the conventional food
[Shepherd et al. 2005, Dangour et al. 2009].

The concentration of various antioxidants in organic crops are much higher than in
conventional food [Baranski et al. 2014]. There is no conclusive evidence that antioxi-
dants increase health and organic food is more nutritious and reduces health risks than
conventional alternatives [Smith-Spangler et al. 2012]. Practitioners during the construc-
tion of promotional message, especially in mature markets should in the future pay atten-
tion to the environmental benefits and sustainable mode of production, while all the nu-
tritional and health benefits should be treated only as a premium. Managers can give rise
to associations of organic food purchases from socially responsible consumption [Nasir
and Karakaya 2014].

The results of our study indicate that Polish consumers with still low environmental
awareness and at this early stage of development of the organic food market will be recep-
tive to marketing messages that focus more on health benefits than on environmentally re-
sponsible actions. Therefore it should be considered whether manufacturers should look
for links between health and the quality of the environment. This study may be useful
as a set of guidelines and suggestions for producers and retailers of organic food, which
identifies buyers of organic foods, their motivations and barriers to purchase. Organic
food is seen as difficult to access food and of high prices [Aertsens et al. 2011]. For a large
group of consumers it is a barrier to their purchase, so consumers should explain in detail
the source of the higher costs that are necessary to produce organic food and re-evaluate
distribution channels. The results on the determinants of consumer behavior imply some
guidance for product strategy and marketing communication. Market participants should
take care to provide knowledge on labels of organic products and their characteristics,
the explanation of worse physical look and stress the flavor attributes or benefits for the
environment. The problem is not only in the Polish market, but also in developed coun-
tries there is a small number of regular buyers. Hence, a useful tool in the animation may
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be loyalty programs as well as forms and means of sales promotion. Many surveys show
the results of declared answers, and not the picture of actual behavior. It is suggested to
conduct research, both quantitative and qualitative ones, in order to minimize the effect
of double talk of the answers that quite often appear in the quantitative surveys and to
obtain in-depth knowledge about the causes and motives of consumer choices towards
food [Gutkowska and Ozimek 2005].
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ZDROWIE JAKO DETERMINANTA ROZWOJU RYNKU ZYWNOSCI
EKOLOGICZNEJ

Streszczenie. Celem artykutu jest podjecie proby odpowiedzi na pytanie czy dazenie do
utrzymania dobrego stanu zdrowia jest gtdéwnym czynnikiem rozwoju rynku zywnosci eko-
logicznej oraz czy menedzerowie na rynku zywnosci ekologicznej powinni koncentrowaé
si¢ na tym czynniku w strategii marketingowej Zywnosci ekologicznej, a zwlaszcza w stra-
tegii komunikacji marketingowe;j, aby pozyska¢ nowych nabywcow oraz zwigkszy¢ liczbe
kupujacych regularnie. Artykut dostarcza cennych informacji wskazujac ze najwazniejszym
wyznacznikiem wyboréw zywnosci organicznej przez konsumentow sa korzysci dla zdrowia.
W celu zachgcenia konsumentéw do zakupu zywnosci ekologicznej, uzyteczne w strategii
komunikacji marketingowej moga by¢ o$wiadczenia zdrowotne podkreslajace metodg wy-
twarzania. Jednak takie kampanie musza by¢ zaprojektowane z ostroznoscia, poniewaz wigk-
szo$¢ badan wskazuje, ze nie ma istotnych réznic w zawartosci Zywieniowej lub dodatko-
wych korzysciach zdrowotnych migdzy ekologiczng zywnoscia a tradycyjnie wytwarzana.

Stowa kluczowe: zrownowazony rozwoj, zywnos¢ ekologiczna, zdrowie, konsument, kon-
sument ekologiczny
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STIMULATORS AND BARRIERS OF DEMAND FOR FOOD
(POLISH CASE)

Joanna Szwacka-Mokrzycka
Warsaw University of Life Sciences — SGGW

Abstract. The main objective of the paper is to analyse the influence of stimulators and
barriers of demand for food in Poland in 2001-2014. The results of econometric and single
source analyses constituted the basis for the diagnosis in this respect and determining the
level of saturation of food requirements, scale of qualitative transformations related to food
consumption and direction of changes related to purchasing preferences under the influ-
ence of both economic and non-economic factors. It was concluded that the overall level
of economic development and consumers’ disposable income still constitute significant
stimulators of demand for food, although it ought to be noted that its developmental trend
is associated with the level of saturation and combination of individual preferences. In the
case of households with relatively high incomes, the demand for highly processed foods is
created above all. The same applies to external demand, including in particular the offer of
foods exported onto EU markets.

Key words: food demand, barriers, stimulators, income elasticity, preferences of food con-
sumer

INTRODUCTION

The regularities defined by Keynes and Engel, referring to regularities in expending
the income and foreseeing changes of general relations in consumption related expen-
ditures and savings as well as changes in the expenditure structure, have proven correct
for the food market on many occasions. Pursuant to Keynes’ rules, the share of total
consumption expenditures in total expenditures decreases along with income growth.
Moreover, pursuant to Engel’s rules, the share of food related expenditures decreases
along with income growth. Consumption expenditures account for the largest share of
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total expenditures and, therefore, understanding the reasons underlying fluctuations in
aggregated demand requires an analysis of consumption.

Pursuant to the first theory of consumption proposed by J.M. Keynes [1956], the con-
sumption function is characterised with the following three features:

» consumption volume is determined exclusively by disposable income. In his analysis,

Keynes did not consider the importance of future income or interest rates;
 the ultimate consumption inclination falls within the (0,1) range — only a part of ad-

ditional income unit is dedicated by the consumer to consumption purposes, while the

rest is saved;
» the average consumption inclination decreases along with income growth — wealthy
people save a greater share of their income.

The first empirical studies (performed on short-term data) suggested that the consump-
tion function proposed by Keynes provided a good reflection of consumers’ behaviours.
Further research performed for long-term data demonstrated that the average consump-
tion inclination (in the long term) was constant, whereas subsequent studies revealed an
insignificant relationship between disposable income and consumption volume. Thus, it
turned out that consumption behaves in the manner foreseen by Keynes in the short term
only. In order to clarify the discrepancy between the short- and long-term consumption
function, economists referred to microeconomic basics — selections made by households
in particular periods, while introducing other factors which (next to the income) would
allow explaining fluctuations in consumption expenditures.

As opposed to Keynes’ theory, Fisher’s model demonstrates that important factors are
not only the current income, but also the amount of future income and real interest rates.

Empirical research shows that consumption is characterised with much lower short-
-term fluctuations than income. This suggests that, while saving, people shift resources
from periods of high income to periods of lower income in order to maintain a relatively
constant level of consumption. Basing on Fisher’s model, the lifecycle theory proposed
by F. Modigliani assumes that people aim to “smoothen” the consumption level through-
out their lifecycle. In particular, they will save during the period of professional activity
and finance consumption during the retirement period from the resources they managed
to save.

Modigliani’s lifecycle model is supplemented by Friedman’s model, which assumes
division of the total income generated by a consumer into a fixed part (permanent, pre-
dictable part) and unexpected income (temporary income).

Pursuant to the model’s concept, unexpected income growth does not have signifi-
cant influence onto the consumption level, i.e. unexpected income is likely to be saved.
In contrast, growth in permanent income translates onto increased consumption. Fried-
man argued that consumption is nearly proportionate to permanent income [Swistowska
2005/2006].

Analyses and tests aimed at verifying correctness of currently dominating theories,
i.e. the hypotheses of F. Modigliani and M. Friedman as well as of supplementing works,
suggest that the predictive value of those models is frequently low. Indeed, human be-
haviours observed seem to deviate from conclusions drawn from approaches based on the
model of a rational consumer who optimises the decisions over time.
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The present analysis must include the basic principle of behavioural economics,
which refers to decision making in the conditions of uncertainty and risk. It suggests
that many decisions adopted by people are systematically burdened and the behaviours
observed do not correspond with conclusions drawn from the theory of expected utility
[Banbuta 2006]. In the light of Banbuta’s works, it was demonstrated that predictions
of the lifecycle model do not reflect the reality satisfactorily. Consumption is depend-
ent on the level of current, not of expected income. Smoothening of consumption is not
observed in any period, whether in an annual or lifelong perspective. Thus, it may be
concluded that consumption follows the income. The proportionality hypothesis turns
out to be untrue as well — the rate of savings depends on the individual’s wealth. Upon
retirement, people’s savings are too low, which causes a consumption decrease. Inter-
estingly enough, even though the consumption level could be higher at that time, this
is not the case. People who end their professional activity do not reduce their savings;
in fact, they do the opposite. The motive of decrease cannot explain that phenomenon.
The motive of caution does appear, but concerns a relatively narrow group of indi-
viduals. Inconsistence between conclusions from the lifecycle model and the observed
phenomena is, above all, due to adoption of unrealistic assumptions concerning peo-
ple’s behaviours and decision making processes. The normative approach presented in
the lifecycle model assumes complete reasonability of entities, their long-sightedness
and optimisation driven character of their actions. Yet, rich literature on behaviourism,
numerous papers, research projects or simple observation of reality proves this is not
the case. People have serious problems with decoding probabilities, with many of their
judgements being materially and systematically burdened. They also find it difficult
to resolve complex optimisation related issues. In their actions, they often turn out to
be short-sighted and their preferences are not constant over time. Dynamic inconsist-
ence of preferences means problems with self-control, which seriously hinders effec-
tive accomplishment of long-term plans. In confrontation with problems containing
an element or risk, people frequently act differently than the theory of expected utility
foresees. Inclusion of some of those observations only into the Behavioural Lifecycle
Hypothesis (BLCH) allowed a simple and clear explanation of numerous anomalies
observed by researches using the lifecycle model methodology.

From the perspective of the analysis covered by this paper, reference to empirical
verification of Engel’s rule is of importance. This occurred over years within works con-
ducted by numerous researchers [Szwacka-Salmonowicz and Zielinska 1996, Szwacka-
-Mokrzycka 2013, Kwasek 2015]. Research pursued over years confirmed Engel’s regu-
larity assuming a falling share of expenditures on food along with growth in consumers’
incomes.

MATERIAL AND METHODS

In the present paper, the basis for diagnosing the demand segment were the results of
econometric and single source (Target Group Index) surveys. Information for conducting
the econometric analysis was provided by investigations into household budgets, con-
ducted by the Central Statistical Office (GUS) over 2001-2014. The basis for diagnosing
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changes occurring in food consumers’ behaviour patterns and evaluating changes in their
preference distribution were the results of single source (TGI) surveys. The TGI survey
is performed by the Research Institute of Millward Brown Company and is the only
continuous project carried out in Poland on a sample of n = 36 000 respondents surveyed
on an annual basis since January 1998. The surveys covers respondents aged 15-75 and
allows collecting data on approximately 400 product categories, over 4,000 brands and
includes information on consumers’ lifestyles. The data from TGI allows performance of
multidimensional analyses of the consumer market. The surveys allows positioning of an
existing brand, identification of its users’ behaviours, type of user or consumption as well
as a detailed overview of consumers and market segments.

Results presented in the article constitute continuation of the author’s research con-
ducted in the 1990s. Moreover, the paper presents results of an econometric analysis
based on the works of other authors.

STIMULATORS AND BARRIERS OF DEMAND FOR FOOD

The paper focuses on factors which stimulated or hindered the demand for food over
the analysed period. The stimulators of demand for food in years 2007-2014 in Poland
include the level of the country’s economic development, incomes and product prices, ex-
ports and marketing instruments. One ought to emphasise that the above factors may both
stimulate and hinder the development of demand, depending on the country’s economic
condition and level of consumers’ awareness.

In 2007-2014, Poland experienced diversified conditions in terms of creating con-
sumer demand, including the demand for food. The global crisis of 2008 and 2009 had
negative impact onto the economic condition of the European Union’s states. Poland,
too, experienced a slowdown of GDP dynamics, even though in 2009 it was still on
a positive level of 1.6%. To compare, other European Union states did not manage to
stop the falling trend. In the subsequent years of 2010-2011, GDP growth dynamics
in the countries of the European Union remained on the level of 1.8 and 1.3, whereas
Poland was much above that level. The figures calculated for years 2010 and 2011
were, respectively 3.8 and 3.9% [Szwacka-Mokrzycka 2015]. This was caused by no-
ticeably weakened negative consequences of the economic crisis in Poland, which oc-
curred in 2010 as a result of increased economic activity. However, the following years
saw a slowdown of GDP dynamics in Poland as a consequence of economic recession
which fell on the first half of 2013. The following year 2014 shows considerable im-
provement in the economic condition of all EU member states, yet characterised with
significant differentiation in terms of GDP growth indices as compared with 2013. In
2014, Poland was among the countries with a relatively high level of growth, i.e. by
3.4% as compared with the preceding year.

The macroeconomic measure reflecting the population’s standard of living is the
gross disposable income per 1 inhabitant in the sector of households. Disposable in-
come is allocated to financing consumption and savings. The amount of income is
calculated based on the purchasing power parity of the population and expressed in
the universal conceptual currency of PPS (Purchasing Power Standard). The analyses
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conducted demonstrated that, in 2007, the highest disposable income in the sector of
households per 1 resident was that of highly developed EU states. In those countries,
incomes were much above the EU-28 average (by 10 up to 24%), whereas real dispos-
able income in Polish households in 2007 was lower than the EU-28 average by 45%.
In 2007, much lower incomes than in Poland were recorded in Bulgaria and Romania.
The situation changed dramatically in 2013, when the distance between Poland and
EU-28 was reduced to 31%. That was accompanied by improvement of the condition
of households in Bulgaria and Romania, where the share of the population’s disposable
incomes was, respectively 44 and 43%. One ought to note that in 2013, as compared
with 2007, real disposable income per 1 resident increased in most of EU’s countries.
On the other hand, the rate of real income growth in particular countries was highly di-
versified. The highest growth dynamics was recorded in post-communist countries, i.e.
in Poland, Lithuania, Bulgaria, Romania and Estonia. Other countries of the block in
question remained on a stable level. The most developed EU countries also experienced
significant growth in real incomes. One should also emphasise that the global financial
crisis had major impact onto development of the population’s incomes in 2010. In the
pre-crisis period, i.e. between 2007 and 2010, considerable growth in gross incomes
was recorded in EU-27 (by over 2.5%). In that period, the highest increase in real in-
come was recorded in Poland (by 12.4%).

From the point of view of the conducted analysis, detailed information comes from
surveys into the household budgets in Poland, conducted in division into household types.
The research suggests explicitly that stratification of households’ incomes was decreasing
over 2011-2014. On the other hand, the trend related to generation of relatively highest
incomes as compared with the average disposable income by households of persons con-
ducting their own businesses, as well as above-average incomes of retired persons and
pensioners and of employed persons’ households is maintained. The relatively lowest
level of disposable income occurs in the case of farmers’ households. Decreasing strati-
fication of households’ incomes is confirmed by the falling Gini’s index: in 2011-2013
by 0.012, from 0.338 to 0.326 in 2014, which shows an explicit trend related to falling
diversification of households’ incomes per person [Household budgets 2015].

Thus, it may be concluded that incomes stimulated the development of demand over
the analysed period.

In the general perspective, it ought to be assumed that, with respect to food, Engel’s
rule was confirmed as correct. Obviously, this related to average income, whereas the
analysis conducted in various income groups indicates strong influence of that factor on
stimulation of demand for food in the poorest households.

The price is another factor influencing changes with respect to the level and structure
of demand for food. It is the price that determines the real value and purchasing power
of the income. In 20092014, the prices of food and non-alcoholic beverages were grow-
ing faster than general prices of goods and services. The share of food expenditures in
total consumption expenditures decreased over the analysed period, which resulted from
growth in salaries allowing maintenance of economic availability of food on a stable lev-
el. As compared with 2013, 2014 saw a decrease in the prices of food and non-alcoholic
beverages by 0.9%, along with increase in the average real gross monthly salary by 3.4%
[Statistical annals of the Central Statistical Office 2015].
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Considering the role of exports in stimulating the demand for food, one ought to state
that — beginning in 2014, as a result of the imposed embargo — exports onto the Russian
market (mainly fruit, vegetables and dairy products) have been reduced. Development
of exports onto non-EU markets, including in particular those of the Middle East, North
Africa, East and South Asia, is an important opportunity to stimulate the demand. Obvi-
ously, conquering those sales markets is a major challenge before Polish producers, with
the domestic and EU markets still playing a dominant role in shaping the demand.

As far as the impact of non-economic factors onto the demand for food is concerned,
marketing factors are of considerable importance. Among these, particular attention
ought to be paid to product brand and promotion. Research into the influence of reputa-
tion of the food brand on building purchasing loyalty clearly shows that the dependence
became deeper during the first decade of the 21% century. That was shown on the example
of industries characterised with a varied level of concentration, i.e. dairy and fat produc-
tion segments [Szwacka-Mokrzycka 2013]. In subsequent years, in the light of research
focused on the same segments of the food industry, a shift of that trends towards building
a strong connotation of the brand with the product price was demonstrated.

LEVEL OF FOOD REQUIREMENTS SATISFACTION IN POLAND

From the research conducted by numerous authors into the level of satisfaction of
food related requirements in Poland it can be concluded that the level of saturation of
those needs increased considerably over 2001-2014. Such conclusions may be drawn
both on the basis of econometric research [Szwacka-Salmonowicz 2003, Kwasek 2008,
2012, 2015], and single source research [Szwacka-Mokrzycka 2013, SMG/KRC 2016].

Even though the income and prices continue to determine the level and structure of
food consumption in Poland, a considerable decrease of the share of consumers’ spending
on food must be noted in 2007-2014 within the total volume of household expenditures,
from 32% in 2007 to 24.4% in 2014 [Household budgets 2015]. The results related to in-
come flexibility of demand confirm considerable influence of income onto development
of the level and structure of food consumption.

While evaluating the degree of satisfaction of requirements for food in 2014 in com-
parison with 2001, one needs to note clear reduction of income flexibility indices with
respect to food consumption, which occurred over the analysed period. As compared with
2001, 2014 saw a significant reduction of food consumption flexibility in all groups (of
luxury products, standard and basic products), although the degree of decrease is varied.
Relatively, the greatest reduction of indices over the analysed period occurred in the con-
sumption group connected with satisfaction of basic needs. In particular, this concerns
such products as rice or eggs (reduction of the income related consumption flexibility
index from 0.410 in 2001 to 0.150 in 2014 — in the case of rice, and from 0.260 to 0.110
— for eggs). For bread and potatoes, negative flexibility indices were obtained in years
2004-2014, which proves a high level of demand saturation with these products. At the
same time, many products were shifted from the second group (standard products) to the
third group (basic products). Such products include: vegetables and processed vegetable
products, fruit and processed fruit products, juices, fish and processed fish products, yo-
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ghurt, butter, cheese and meat in general. With respect to the above products, the shift to
the third group was even connected with a 2—3-fold reduction of the demand flexibility
indices (Table). Beef is the only product that occupies a permanent position in the group
of luxury products in recent years, which is evidenced by the high level of income related
flexibility index for beef consumption at 0.985 (nearly 1.5-fold increase in the consump-
tion flexibility index over 2001-2014).

The regularity observed reflects ongoing transformation of food requirements over
the analysed period. Moreover, it evidences growing satisfaction of food related needs
over the first and second decades of the 21" century.

Another change trend, observed in the comparative analysis of needs in 2014 in com-
parison with 2001, is the scale of qualitative transformations with respect to consumption
of food. The comparative analysis of needs in 2014 in comparison with 2001 revealed
that, with respect to products located within groups one and two (i.e. luxury and stand-
ard products), the positon of quality is already well established and, therefore, the scale
of changes is much smaller than in the group of products which satisfy basic needs.
Moreover, the analysis of changes in the area of food related needs demonstrated that
qualitative transformations are highly the result of substitution processes among the food
product groups and within those groups. Ongoing substitution is reflected in the shift of
many products from group I (luxury products) to group II (standard products), as well as
transfer of many items from group II to group III — of basic products. The econometric
analysis proved that this concerned, above all, such products as fish and processed fish
products, cakes and fresh fruit, which were perceived as luxury products still in the 1990s.
Intensification of the substitution processes may also be evidenced by the shift of certain
products from group II to group III, as well as regrouping of certain categories within the
groups, which concerns above all such products as meat, cheese, dairy products for which
the substitution effect became clearly visible over the analysed period (Table).

Summing up the above analyses, one ought to add that the performed analysis of
transformations regarding food requirements of Polish households demonstrated a certain
continuation of the trends evidenced in previous research [Szwacka-Salmonowicz and
Zielinska 1996, Szwacka-Salmonowicz 2003, Kwasek 2008, 2012]. The analysed period of
2001-2014 saw clear dynamic growth with respect to transformations related to growth in
food related needs saturation, qualitative transformations and substitution processes.

An important element supplementing the conducted analysis is the presented evalua-
tion of food requirements satisfaction (with respect to selected categories of the market of
dairy and fat products) and evaluation of consumers’ purchasing preferences in the light
of single source data (TGI). The following analytical aspects were considered:

+ analysis of trends in the consumption of product categories selected for the research;
 distribution of purchasing preferences in terms of prices and quality (product brand)

— based on evaluation of the level of price and qualitative indices [Szwacka-Mokrzy-

cka 2013, SMG/KRC 2016].

In order to determine purchasing preferences of the buyers of dairy products and veg-
etal fats, the analysis was performed on the basis of:

» percentage share of consumption of the given brand towards all consumed products
of the given category;
» level of the buyer’s brand and product price orientation.
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Table.  Total income related flexibility of the demand for food at Polish households in years

2001-2009
Specification 2001 2004 2009 2014
Juices 1.240 1.100 0.769 0.489
Yoghurt 0.850 0.680 0.470 0.393
Fish and processed fish products 0.780 0.410 0.354 0.397
Fruit and processed fruit products 0.730 0.380 0.364 0.429
Cheese 0.700 0.380 0.337 0.304
Beef 0.650 0.650 0.768 0.985
Butter 0.620 0.470 0.386 0.506
Poultry 0.530 0.110 0.090 0.105
Meat, giblets and processed products 0.520 0.140 0.130 0.116
Pork 0.510 0.130 0.143 0.113
Vegetables and processed vegetable products 0.500 0.180 0.192 0.234
Rice 0.410 0.120 0.155 0.150
Eggs 0.260 0.130 0.096 0.110
Milk 0.180 0.160 0.109 —0.043
Vegetal fats 0.120 -0.070 —0.074 0.075
Bread 0.110 —-0.030 —-0.012 —-0.027
Flour 0.110 -0.010 —-0.026 2
Potatoes 0.110 —-0.020 —0.043 —0.029
Sugar 0.100 0.050 0.004 —0.013
# data unavailable.

Source: Szwacka-Salmonowicz [2003], Kwasek [2008, 2012, 2015].

The research performed clearly reveals that the level of satisfaction of food require-
ments was growing over the analysed period, both with respect to standard products,
i.e. yoghurt, oils, margarine (traditional products) and to highly processed (new genera-
tion) products. That suggests that the above categories occupy a fixed position in the
food consumption model in Poland. In the light of research results, one can conclude
that the degree of penetration of the above categories (consumption declared by con-
sumers) in years 1998-2014 was growing successively and was, respectively: yoghurt
—79%, oils, olive oil — 96%, margarine — 72%. The degree of food related needs satis-
faction is much lower with respect to highly processed products. In the analysed period,
it recorded similar levels for both desserts and milk based beverages, i.e. 28%. From the
point of view of evaluating the purchasing preferences with respect to price and qual-
ity (product brand), an analysis of price and qualitative indices is important. The index
analysis was performed based on buyers’ associations connected with the given brand.
This allowed diagnosing the importance of product brand and price to the consumer.
In 2009-2014, the trends observed with respect to purchasing loyalty on the market
of dairy and fat products were reversed. Whereas in 1998-2008 there progressed the
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process of diversification among consumers clearly focused onto product quality and
price, the subsequent period (2009-2014) was also characterised with increased share
of consumers oriented on product price, but along with a decreased share of consumers
focused on quality. The results obtained may evidence a growing demand among con-
sumers for relatively cheap brands on the market of dairy and fat products (especially
in the light of development of a wide range of “private label” brands). At the same time,
one ought to note that in years 2009—2014 the research related to orientation of dairy
and fat consumers was performed with respect to the overall category, and not with
respect to particular product brands [SMG/KRC 2016]. The trend consolidated with
respect to buyers characterised with relatively low incomes. Results of the research
conducted indicate a growing share of saturation of food related needs in Poland over
the first and second decades of the 21% century. What is more, they confirm the ongoing
substitution processes within particular product groups, which was already emphasised
in interpretation of the results of econometric research.

GROWTH POSSIBILITIES AND DIRECTIONS RELATED TO
DEMAND FOR FOOD

Research conducted in various configurations indicates that growth in the demand
for food on the Polish market is possible. Above all, this concerns food products char-
acterised with a high degree of processing. Despite the possibilities related to growth in
domestic demand, mentioned above, it ought to be concluded that the domestic market is
restricted by strong internal competition caused by operating in similar revenue and cost
related conditions (Report of Bank BGZ BNP PARIBAS from 2015). As far as creating
the demand for food is concerned, the most important factor is the domestic market, and
in particular the EU market. The analysis conducted with respect to the degree of sat-
isfaction of food consumers’ needs indicates a falling internal (domestic) demand. The
analyses performed in this paper demonstrate that the demand growth trend is connected
with products characterised with a high degree of processing, offered in a manner and
form which enhances their utility.

CONCLUSIONS

The analyses performed demonstrate that the demand for highly processed foods is
still high, both in the perspective of domestic and external market.

This denotes generation of demand for “new generation” food products, characterised
with a much lower degree of requirements saturation than in the case of traditional prod-
ucts. Results of the econometric and single source research conducted indicate a grow-
ing share of saturation of food related needs in Poland over the first and second decades
of the 21% century. This claim ought to be referenced to the manner of satisfying food
related needs by households with relatively high incomes. In relatively poorest house-
holds, the degree of satisfaction of basic food related needs is still low. From the point of
view of performed considerations, of particular importance is correct (in line with identi-

Oeconomia 15 (3) 2016



132 J. Szwacka-Mokrzycka

fied market trends) decoding of changes occurring within consumer behaviour patterns.
A correct response to those changes ought to involve profiling of the offer in compliance
with food buyers’ expectations. These problems become particularly topical in the condi-
tions of shrinking domestic demand and limited possibilities related to creation thereof on
the broad EU market and in Eastern European countries.
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STYMULATORY I BARIERY POPYTU NA ZYWNOSC (STUDIUM POLSKIE)

Streszczenie. Celem przewodnim artykulu jest prze§ledzenie wplywu czynnikow
stymulujacych badz ograniczajacych popyt na produkty zywnosciowe w Polsce w latach
2001-2014. Podstawg do diagnozowania w tym zakresie stanowity wyniki badan ekonom-
etrycznych oraz jednozroédtowych. Na ich podstawie ustalono poziom nasycenia potrzeb
zywnosciowych, skale przemian jakosciowych w spozyciu zywnosci oraz kierunek
zmian preferencji nabywczych pod wplywem zaréwno czynnikéw ekonomicznych, jak
i pozaeckonomicznych. Stwierdzono, ze ogdlny poziom rozwoju gospodarczego i dochody
rozporzadzalne konsumentdéw stanowia wciaz istotny stymulator popytu na zywnos$¢, cho¢
nalezy zauwazy¢, ze tendencja jego rozwoju jest zwigzana z poziomem jego nasycenia
i uktadem indywidualnych preferencji. W gospodarstwach o relatywnie wysokich docho-
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dach popyt jest kreowany przede wszystkim na produkty zywnosciowe o wysokim stop-
niu przetworzenia. Dotyczy to réwniez popytu zewngtrznego, a w szczegdlnosci oferty
zywnos$ciowej eksportowane na rynki UE.

Stowa kluczowe: popyt na zywnos¢, bariery, stymulatory, dochodowa elastycznos¢, pref-
erencje konsumentow
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THE ANALYSIS OF GLOBAL BRANDS — A COMPARATIVE
STUDY POLAND - SLOVAKIA - HUNGARY

Elzbieta Wolanin-Jarosz

Bronistaw Markiewicz State Higher School of Technology and Economics
in Jarostaw

Abstract. The empirical research results, which aim was to define the degree of awareness
of the leading global brands, have been presented in the following article. The fundamental
research material has been acquired thanks to direct interviews done in three cities: Rzeszéw
(Poland), Debrecen (Hungary) and Kosice (Slovakia), on the sample of 1,200 respondents
(adult inhabitants). The survey questionnaire, elaborated by the author of this article, has
been used as a measuring tool. The research period was from 2012 to 2013 year.

The achieved research results indicate that the most popular food products brands are Swiss
chocolate Milka, French yoghurt Danone and Italian wine Martini. In turn, according to the
respondents, the most recognizable non-food products brands are: American clothes and
Nike sports shoes, Finnish mobile phones Nokia, Czech Skoda cars and Italian clothes and
perfumes Giorgio Armani.

Key words: brand awareness, consumer, direct research, Polish, Slovakian and Hungarian
respondents

INTRODUCTION

Shaping a strong brand is a key element of the marketing strategy of every enterprise.
A well-known brand, however, is perceived by a prism of emotional and rational benefits,
offered to the customers. It increases’ value of a product for the customers. A strong brand
is, in the opinion of the customers, a symbol of a high quality of a given good, its strong
market position and prestige [Steenkamp 2014].

It is worth to stress the fact that from the point of view of a company, a stable and
strong brand means customers’ loyalty, what comes after that, the increase in sales and
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profits of the company. A decisive factor about loyal behaviour of the customers towards
a given product is, among others, “brand awareness”. This term includes ordinary brand
recognition as well as complex, cognitive structures, built based on detailed information
about it. Brand understanding with its most essential element such as brand awareness is
a very important factor, which conditions making final purchasing decision by consum-
ers. That is why the companies are at constant “war on brands” — which is a psychological
fight about “a place in customers’ minds”.

In the present elaboration, the empirical research results have been shown. Their aim
was to define a degree of the leading global brands awareness. The research has been
done among consumers, who live on the territory of the three countries, which belong to
the Carpathian Euroregion — Poland, Slovakia, Hungary.

THE BRAND AWARENESS - THE ESSENCE AND RANGE OF THE TERM

In the marketing literature, a product brand is not unambiguously defined category. It
is most often called as “name, symbol, pattern or combination of these elements, given in
order to mark a product (or service) and to differentiate it from the offer of the competi-
tors” [Kotler et al. 2002].

The brand has characteristic attributes, which create the capital. From the marketing
point of view, the brand equity is responsible for how a brand is evaluated and perceived
by the customers — “what does a brand mean for customers” [Dgbski 2009]. Among the
elements, which create its capital, the following can be distinguished: perceived brand
quality, loyalty towards a brand, awareness of the brand existence, brand associations and
other assets (patents, trademarks, etc.) [Urbanek 2002].

In the present article, a particular attention has been paid to the brand awareness,
understood as the ability of a potential buyer to recognize the brand and associate it with
a certain product category. The brand awareness is a foundation, a starting point for fur-
ther activities connected to brand creation — building its personality, image, meeting the
purchasers with the benefits offered by the brand [Kedzior 2003].

The brand awareness plays a crucial role in the purchasing decision making process
by a consumer. This strategy allows customers to save time and effort, while making
buying choices. In case of lack of this strategy, they would spend more time comparing
certain goods by paying additional attention to other attributes [Stawecki 2015]. The
category — awareness of the brand existence in the consumers’ minds can be interpreted
as certain cognitive simplification. Purchasing decisions are made by referring to such
simplification, especially when a product is cheap and quickly marketable [Ozsomer
2012].

The usage of the brand awareness is a decision making tactics when a product is
bought for the first time. When another purchasing decision is made, usable product at-
tributes are important for a customer: quality, functionality, taste or smell, especially,
when products differ significantly among each other by criteria, which have important
meaning for them [Urbanek 2010].
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MATERIAL AND METHODS

As it has already been mentioned, the empirical research results have been presented
in this article. Their main aim was to define the level of awareness of the global brand
products.

The basic source material has been acquired thanks to the direct interviews conducted
in three cities, which belong to the Carpathian Euro region: Rzeszéw (Poland), Kosice
(Slovakia) and Debrecen (Hungary)! The interviews were done in the period from De-
cember 2011 to June 2012. The research sample included 1,200 respondents (400 people
in each city), selected in the quota way Quotas were — gender, age and education. As far
as the age criterion is concerned, the respondents were divided into three groups: people
aged 15-44, 4564, 65 and older. In turn, taking education into account, three groups
were distinguished among the consumers: one with higher, secondary and post-secondary
education, the other two belong to basic and vocational ones. A survey questionnaire was
used as a measurement tool. A questionnaire, which included questions subordinated to
the research aims, has been used as a measuring tool.

RESULTS ANALYSIS OF GLOBAL BRANDS AWARENESS RESEARCH

In this part of the publication, the direct research results done among the inhabitants
of Poland, Slovakia and Hungary have been presented. In the beginning, I would like to
compare the two researched groups in relation to the features describing social status of
the respondents. Gender, age and education belong to them.

In the Table 1, the level of the respondents diversity has been presented, taking into
consideration gender and nationality. It results from the placed data that the women
population taking part in the research outnumbered the amount of men with a few per
cent, in the all analyzed groups.

Table 1. The Polish, Slovakian and Hungarian respondents structure taking gender into conside-

ration
. . Poland Slovakia Hungary
Specification
numerousness % numerousness % numerousness %
‘Woman 222 56 207 52 199 52
Man 174 44 192 48 183 48
Sum 396 100 399 100 382 100

Source: Own elaboration.

!'In Rzeszow the direct interviews have been done by the author of the present work and the chosen
to this aim respondents. In Kosice, the initial research has been done by a group of employees and
students of the Department of Management of Bratislava University of Economics in Kosice under
prof. dr hab. W. Liestkovska direction. In turn, in Debrecen, the empirical material has been col-
lected by a team of employees of the consulting company T6-Vill Kft.
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As far as the age criterion is concerned, the most numerous group, among the respond-
ents, consists of people at the age of 15 to 44 — over 50%. The second place belongs to
the ones who are 45-64 years old (about 30%). The smallest percentage of the respond-
ents icluded pensioners (people aged 65 and older) and was in the percentage range of
12-15%.

People with secondary education also dominated in the research sample (41-52%).
The participation of the respondents with higher education in general number of the
people who took part in the survey, oscillated in the range of 23—37%. The lowest per-
centage of the respondents included the consumers with basic and vocational education
(20-33%).

The respondents answered the questions concerning knowledge about global brands
of the food and non-food products. In order to do this, the participants have been pre-
sented the list of 58 leading global brands (29 food products and 29 non-food products)
and they have been asked to show the recognizable “signs” and give the name of the pro-
ducer’s country?. Three variants of the information given have been considered: general
knowledge about the brand without giving the producer’s country (“knows”), knowledge
with giving the name of the country where the product comes from (“knows the country
of origin of a given brand”) and lack of knowledge of a given brand (“does not know”).
In the data analysis, the static tests method has been used, in particular the independence
chi-square test [Aczel 2000]. The answers of the researched Poles, Czechs, Slovaks and
Hungarians have been thoroughly analyzed and the research concerning each brand pres-
entation have been placed in 58 data tables.

Table 2 data present the dispersion of the respondents’ knowledge only about the
Milka brand (Swiss chocolate products). It turns out that the Slovakian respondents have
the best knowledge about the Milka products, as 60.8% of the people questioned identify
a given brand and country with its origin. The Hungarians are on the second place with
45.4%, and the Poles on the third 26.5%.

Table 2. The structure of the Poles, Slovaks and Hungarians’ answers concerning the knowledge

about the Milka brand
Country (p-test factor of the chi-square p = 0.0000*** test)
. . Poland Slovakia Hungary
Specification - - - Sum
numerical numerical numerical
% % %
amount amount amount

Does not know the brand 52 13.0 32 8.0 10 2.6 94
Knows the brand 106 265 243 60.8 174 454 523
and the country of its origin

Knows the brand 242 60.5 125 31.2 199 52.0 566
Sum 400 100 400 100 383 100 1183

Source: Own elaboration.

2 The list of global brands presented to the respondents has been elaborated on the basis of the
people’s answers in the pilot questionnaire and in the result of the secondary data analysis, among
others, the market report The best global brands (http://www.interbrand.com/images/pressreleases,
accessed: 07.02.2011).
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In the further part of the publication, in order to increase the clearness of the presented
research results, the received, extensive research material (concerning 58 brands) has
been reduced (shortened) and presented in the synthetic way in the summary tables.

In the Table 3, information concerning the global brands knowledge of food products
has been compared. It results from the presented data that the biggest percentage of the

Table 3. The knowledge of global brands — the answers given by the respondents from Poland,

Slovakia and Hungary
Poles Slovaks Hungarians
Knows Knows Knows Knows Knows Knows p-chi-square
Brand the the brand the the brand and the the brand test factor
brand and the coun- | d the copn}ry of brand and the coun-
try of origin origin try of origin
%
Wyborowa 7.5 89.3 1.8 38.8 24.5 16.4 0.0000
Wedel 19.3 70.8 2.0 1.5 15.7 11.7 0.0000
Smirnoff 46.3 35.8 23.0 23.0 21.7 14.9 0.0000
LavAzza 31.5 28.2 26.5 18.0 14.6 4.7 0.0000
Martini 48.5 28.0 50.5 20.5 50.4 39.7 0.0000
Milka 60.5 26.5 313 60.8 52.0 454 0.0000
Lipton 57.5 24.8 56.8 26.0 49.3 23.5 0.0000
Dr Oetker 52.0 22.5 45.0 35.8 55.1 21.1 0.0000
Tchibo 52.5 20.3 51.2 16.5 62.4 29.0 0.0000
Tetley 56.0 19.8 5.5 1.3 12.3 3.7 0.0000
Knorr 65.3 16.8 435 19.3 56.1 15.9 0.0000
Metaxa 38.8 16.3 52.3 27.3 46.5 243 0.0000
Lindor 41.5 15.8 153 6.8 12.8 5.7 0.0000
Calsberg 59.5 15.3 16.3 14.8 29.2 225 0.0000
Jacobs 56.3 14.2 64.5 15.5 65.5 12.0 0.0000
Zott 40.5 13.5 333 18.8 27.7 19.1 0.0000
Heineken 66.3 13.3 383 49.0 57.2 30.3 0.0000
Danone 68.3 11.8 53.5 26.3 59.8 19.3 0.0000
Nestle 65.8 10.5 51.7 31.5 69.2 11.5 0.0000
Hochland 67.5 9.5 6.5 33 10.2 44 0.0000
Raffaello 59.8 8.8 57.3 20.8 55.4 30.0 0.0000
Lay’s 51.7 8.5 20.5 7.8 41.0 11.2 0.0000
Heinz 58.8 7.8 28.5 21.0 232 10.2 0.0000
Grolsch 28.2 4.5 3.0 1.3 13.8 5.7 0.0000
Stock 55.8 43 393 10.8 10.4 1.6 0.0000
Nescafe 65.3 35 63.5 18.5 66.8 7.8 0.0000
Cheetos 435 2.5 7.8 1.0 52.0 18.0 0.0000
Ponte 12.0 1.3 33 1.0 15.9 39 0.0000
J&B Rare 14.0 0.3 4.5 2.5 12.8 8.9 0.0000

Source: Own elaboration.
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researched Poles recognize (“knows”) the brand products like: Danone (68.3% of the an-
swers), Hochland (67.5%) and Heineken (66.3%). The full knowledge, however (“knows
the brand and the country of its origin”) can show the respondents from Poland with
reference to the Russian vodka of Smirnoff brand (35.8% of the answers), Italian coffee
LavAzza (28.2%) and French alcohol Martini (28.0%). In turn, Slovakians claim that the
best known brands are: Jacobs (64.5% answers) and Raffaello. However, they correctly
defined the country of origin for Dutch beer Heineken, Polish vodka Wyborowa (38,8%)
and German desserts Dr Oetker (35.8%). The most popular brands (“knows”) among the
Hungarians are: Nestle (69.3%), Nescafe (66.8%) and Tchibo (62.4%). However, they
correctly indicated the country of origin of the three leading brands: above all Italian wine
Martini (39.7%), Dutch beer Heineken (30.3%) and Italian sweets Raffaello (30.0%). To
the food products brands recognizable to a very small extent by the respondents from
Poland, Slovakia and Hungary belong: Scottish whisky J&B Rare, Dutch beer Grolsch,
and also Italian pasta Ponte.

In the present research, the brands of non-food products have been also assessed
(Fig. 1). It should be highlighted that the results of the used in the survey chi-square

m does not know knows the country of origin H knows the brand

Skoda
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Triumph
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AEG
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Elan

S. Olivier
Elmex
Scholl
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The percentage of people
Fig. 1.  The knowledge of global brands — the answers given by the Polish respondents

Source:  Own elaboration.
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test, showed that there are statistically crucial differences among the three researched
nationalities.

According to the Polish respondents the best known brands (“knows the brand and
the country of its origin”) are: German washing powder Vizir (48% of the answers),
American brand of sports products Nike and Dutch games for children and teenagers
Lego (48%) — Figure 1.

Similar results have been achieved after the analysis of the Slovakian respondents’
answers (Fig. 2). It turns out that the biggest percentage of the respondents from Slovakia
recognize the following brands: American sports products Nike (53% of the respond-
ents), Dutch games Lego (49%) and German sports goods Adidas (49%).

Hungarians, however, very clearly identify products of the German brand Adidas
(66% of the answers) and Finnish mobile phones Nokia (60%) — Figure 3. Very recogniz-
able (“knows”) are also: Czech cars Skoda (41% of the answers Swiss watches Rolex
(37%) and Italian clothes and perfumes Giorgio Armani (34%). It is also worth noting
that among the non-food products of the brands presented to the respondents the least rec-
ognizable are: Slovenian skis Elan, American chemical products 3M and German AEG
electrotechnical equipment.
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Fig. 2.  The knowledge of global brands — the answers given by the Slovakian respondents

Source:  Own elaboration.
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Fig. 3.  The knowledge of global brands — the answers given by the Hungarian respondents

Source:  Own elaboration.

CONCLUSION

From the above analyses the conclusion can be drawn that the global brands presented
to the respondents are characterized by an average level of recognizability among the
people who took part in the survey from the three researched nationalities. The most
popular food brands shown by the consumers belong: Swiss chocolate Milka, French
yoghurts Danone, English tea Lipton, Italian wines Martini and Dutch beer Heineken. In
turn, the most recognizable non-food products chosen be the respondents are: American
clothes and sports shoes Nike, German sports goods Adidas, Finnish mobile phones No-
kia, Czech cars Skoda, Italian clothes and perfumes Giorgio Armani.

The presented research results are similar to the results of the analyses done by the
specialised market research agnencies. And for example, in 2013 the Interbrand company
included the following brands in the food segment to so-called best global brands: Nestle,
Danone, Nescafe, Heineken (http://interbrand.com/best-brands/best-global-brands/2013/
ranking, accessed: 20.07.2015). The brands like Nike, Adidas, Hugo Boss, Gucci, Nokia,
L’Oréal or Zara have been included to the best known non-food brands by it. The training
company Questus — The Chartered Institute of Marketing presented similar results in its
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report The strongest brands in the world. It was in 2013 (https://questus.pl/globalne-po-
tegi-wsrod-marek-dobr-konsumpceyjnych, accessed: 15.06.2015).

It needs to be highlighted at this point again that the brand awareness has a very crucial
meaning in purchasing decisions of customers. The brand recognizability — “brand exist-
ence in customers’ minds” increases the probability of choosing this and no other brand in
the offered set of products. Building brand awareness being the element of a strong brand
is therefore a very crucial tool in shaping marketing strategies of the companies [Michal-
ski 2015]. Strong brand is success and can become the biggest value of every company in
gaining competitive advantage as well as on the domestic and foreign market.
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ANALIZA SWIADOMOSCI MAREK GLOBALNYCH -
STUDIUM POROWNAWCZE POLSKA — SLOWACJA - WEGRY

Streszczenie. W artykule zaprezentowano wyniki badan empirycznych, ktérych celem
jest okreslenie stopnia $§wiadomosci wiodacych marek globalnych. Zasadniczy materiat
badawczy pozyskano dzigki wywiadom bezposrednim przeprowadzonych w trzech
miastach: Rzeszowie (Polska), Debreczynie (Wegry) i Koszycach (Stowacja), na probie
1200 respondentéw (dorostych mieszkancow). Jako instrument pomiarowy wykorzystano
kwestionariusz wywiadu, opracowany przez autorkg artykutu. Okresem badawczym byty
lata 2012-2013.

Otrzymane wyniki badan wskazuja, iz najbardziej popularnymi markowymi produktami
zywnosciowymi okazaty si¢: szwajcarskie czekolady Milka, francuskie jogurty Danone czy
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wloskie wina Martini. Z kolei za najbardziej znane markowe produkty niezywnoSciowe
uczestnicy badania uznali: amerykanska odziez i obuwie sportowe Nike, finskie telefony
komorkowe Nokia, czeskie samochody Skoda oraz wiloska odziez i perfumy Giorgio
Armani.

Stowa kluczowe: swiadomo$¢ marki, konsument, badania bezposrednie, respondenci pol-
scy, stowaccy 1 wegierscy
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STUDIES OVER CHARACTERISTICS SHAPING
RESIDENTIAL ATTRACTIVENESS OF SUBURBAN
RURAL AREAS

Alina Zrobek-Ro6zanska, Elzbieta Zysk, Anna Zrobek-Sokolnik
University of Warmia and Mazury in Olsztyn

Abstract. Nearly every third migrating person in Poland is found to have moved out of
the city and into a rural area near big cities. Local authorities should analyze governed
area in the terms of residential attractiveness and identify the most attractive localizations
prone to residential development concentration. The aim of the article was to apply the
weighted additive rule to identify the most attractive areas. It required creating the potential
newcomer’s profile and the list of demanded characteristics equipped with weights. It ap-
peared that potential newcomers would be people in their 25-40 with small children, with
the ability to achieve mortgage credit, higher education and strong links with neighboring
city. The strongest impact on their decision would have low price of real estate, lack of bur-
densome objects, full access to media and neat surroundings. The scarcity of some charac-
teristics can be compensated by the high quality of the others, and the level of compensation
depends on the prescribed weights.

Key words: suburbanization, rural areas, residential attractiveness

INTRODUCTION

According to the United Nations, our planet has gone through a process of rapid urba-
nization over the past six decades. In 2014, over half of the world’s population (54%) li-
ved in urban areas. The urbanization trend continues to this day, and the urban population
is expected to continue to grow. It is predicted that, by 2050, this percentage will have
risen to 66% [UN DESA 2014]. The 2014 revision of World Urbanization Prospects by
UN DESA’s Population Division notes that the largest urban growth is expected to take
place in India, China and Nigeria. In the case of Europe, North America and Oceania, the
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urbanization process will be rather stable, with the urbanization rate slowly increasing.
At the same time, modern cities take the form of traditionally concentrated centers less
and less frequently. The administrative borders of cities become too tight for urban pe-
ople, who seek larger areas of space in order to increase their comfort of living. On the
other hand, the convenience of living in the city has resulted in high prices being paid for
urban real estates, which in turn has led to people looking for less expensive alternatives.
Moreover, the crowds and noise encountered in urban residential districts have resulted
in people moving to areas outside of, but at the same time, near the city, so that they can
benefit from the city’s advantages while living far enough away not experience its many
inconveniences. Therefore, the process referred to as urban sprawl has become very com-
mon, especially in the United States and Europe. Urban functions spreading outwards
from a city to its outskirts, have been regularly observed and described since the second
half of the 20™ century for the Western countries and the beginning of the 21" century in
Central and Eastern Europe, including Poland'. Although it differs in different continents
(i.e. in the US, sprawl is wider than in relatively compact Europe), it is an inevitable and
controversial process, described as a major problem of today [Coisnon et al. 2014]. It af-
fects every dimension of rural areas. According to Anas and Pines [2008], “low densities
resulting from urban expansion to the nearest rural areas are blamed for the death of tra-
ditional neighborhoods, increasing obesity trends, reduced social interaction, and the de-
population of central cities”. Cities are sprawling because the mobile urban population is
earning higher incomes, has relatively easy access to plots of land localized in rural areas
and, simultaneously, a greater need for living space, enabling escape from the traffic and
stresses of daily life [Almeida et al. 2015]. The reasons behind urban sprawl have been
revealed by scientists who studied the phenomenon in different contexts, e.g. Brueck-
ner [2000], Glaeser et al. [2004], Nechyba and Walsh [2004], Lorens [2005], Anas and
Rhee [2006], Burchfield et al. [2006], Jatowiecki and Szczepanski [2006] or Sleszynski
[2013]. All these authors agreed, that this process is common, therefore should be treated
seriously and directed by the authorities.

Due to urban sprawl occurrence, suburban areas should be governed according to
a policy taking into account the advantages and disadvantages of this process. Local
authorities must implement spatial policies to ensure that the effects of urban sprawl are
more beneficial (i.e. higher tax incomes) than their unfavorable effects (i.e. spatial di-
sorder). Diversified policies are needed to plan for and manage the spatial distribution
of the population and internal migration, as the development of the residential function
is not spatially consistent. The residential function concentrates in areas with excep-
tional values understood as a set of demanded characteristics, which results in a popu-
lation concentration in selected localizations. Residential value increases along with
economic, social and environmental attributes. Such set of values encourages people to
migrate from cities to neighboring rural areas. According to GUS (Central Statistical
Office of Poland), 435,684 people in Poland checked out from the previous place of re-

! The symptoms of urban sprawl were noticed earlier in Poland [Czarnecki 1965, Zuziak 1982,
Krol et al. 1983, Jatowiecki 1987], however this process gathered momentum and scale only after
transition, due to i.e. real estate market and mortgage development and after EU accession, due to
i.e. increased transport mobility resulting from the import of the used cars.
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sidence and the 43% of this number migrated toward rural areas [GUS]. The dominant
majority (78%) [Migracje... 2014] moved in the new house localized within the borders
of the same voivodship, thus migrations had a regional character. Observed migrations
were both urban-rural and rural-urban. Authors of this article focused on the urban-ru-
ral direction, as nearly every third migrating person is found to have moved out of the
city and into a rural area, mainly into rural communes surrounding big cities. Therefore,
urban sprawl process should be monitored and directed mainly by local authorities, who
need to analyze governed area in the terms of residential attractiveness and identify the
most attractive localizations prone to concentration of residential development. The
latter activity should be proceeded with the basic knowledge on the decision making
process of potential “newcomer”, because only then local authorities would be able to
indicate the areas, that are the most attractive for the potential buyers. Currently, many
models describing decision making process are supported by behavioral economics, i.e.
models® based on the assumption, that buyers use the subsets of information, which are
relatively easy to obtain [Tietz 1992, Todd and Gigerenzer 2000, Betsch and Glockner
2010]. Acting accordingly to compensatory strategy, potential newcomers make use of
all available cues to distinguish decision alternatives. With additive rules, they make
choices by adding the cues associated with each available decision alternative and se-
lecting the alternative with the highest score [Rieskamp and Hoffrage 1999]. Using the
unweighted additive (ADD) rule, they simply add up the number of cues that support
each alternative whereas in the weighted additive (WADD) rule they weight cues by
their validity as defined by the conditional probability that the cue naturally occurs for
a given decision alternative [Bryant 2014]. Therefore, knowledge on demanded charac-
teristics of suburban area and their weights enables identification of the areas, that are
the most attractive from the residential point of view.

Major aim of the article was to apply the WADD rule for selecting the most attractive
areas. It required achieving two specific goals. The first specific aim was to create the
profile of the potential newcomer — person, who would move out of the city and move in
a rural municipality neighboring big city. The second specific aim was to prepare a list
of demanded characteristics of potential new place of residence and to equip them with
adequate weights. The results can be applied by the local authorities to identify the most
attractive localization for the potential newcomers. However, it must be underlined, that
the assessments should be repeated, as each one is valuated for the current state — the
majority of newcomers take into consideration values available at the moment of decision
(so-called hyperbolic discounting) [Laibson 1997, O’Donoghue and Rabin 1999, Brocas
and Carrillo 2014].

MATERIAL AND METHODS

First aim was achieved through careful examination of data shared by GUS and CBOS
(Public Opinion Research Centre) and observations described in the literature [Frenkel
2011, Zysk 2013, Rosner 2014]. On the basis of gathered information, the profile of the

2 Such models are often used in the economics, i.e. to analyze financial markets [Banasiak 2010].
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person, who would probable settle in the suburban rural municipality, was created. The

potential newcomer can be described as a person, who simultaneously:

« currently lives and works in the neighboring big city and will keep the previous work-
place, because:

— 78% internal migrations in Poland were registered within the borders of the same
voivodship (intraregional migrations) [Migracje... 2014];

— population increase could be noticed mainly in the municipalities surrounding big
cities [Frenkel 20117;

— cities offered better employment opportunities, i.e. in 2014 registered unemploy-
ment rate in the city of Olsztyn was 6.9%, while for the whole Warmia and Mazury
voivodship it was 18.9% (according to GUS);

— the majority of suburban inhabitants works in the neighboring city [Drejerska et
al. 20147;

— the most often observed daily commuting distance (from home to work) was be-
tween 6 and 20 km [Dojazdy do pracy...2011];

e has a creditworthiness, what means:

— stable professional situation;

— at least average income;

— more than 25, but less than 40 years (it results from banks requirements for the
debtors of long-term mortgage credits);

» is married, because 74% of people, who moved in the rural areas were married [Mi-
gracje... 2014];

* has a 0-9 years old child/children, because children 0-9 years old, migrating with
parents, made another numerous group [Migracje... 2014];

* has higher education, because well-educated people tended to change living place
more often [Skwara 2007, Rosner 2014];

« prefers “urban style of living” but moves out into rural areas, because needs more
space for enlarging family, demands higher comfort of living in own house built in the
proximity of natural environment [Zysk 2013].

Achieving second aim required preparing the list of demanded characteristics of resi-
dentially attractive localization, conducting a survey among people coherent with created
profile of potential newcomer, and finally calculating the impact indicators and conver-
ting them into weights. The list was elaborated on the basis of data published by GUS and
CBOS, relevant literature [Bryant et al. 1982, McFadden 1997, Claval 2005, de Palma
et al. 2005, Zondag and Pieters 2005, Charmes 2009, Katluza, 2010, Pagliara et al. 2010,
Bijker et al. 2012, Rosner 2014, Rothwell et al. 2015] and reports [Diagnoza przyczyn...
2010, Mobilnos¢... 2011, Migracje... 2014]. The list includes following 18 characteri-
stics of particular suburban area residential attractiveness (Table 1).

The list was used to prepare a survey that was conducted in 2015 among 164 people
coherent with the created profile (married couples with: minimum one child, higher edu-
cation and average earnings, who lived, worked and preferred leisure activities within the
borders of the big city). Respondents were asked to assess with 0-3 scale the importance
of each characteristic in decision making process while choosing particular suburban plot,
where: 0 — zero importance, 1 — low importance, 2 — medium importance, and 3 — high
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Table 1. Characteristics of residential attractiveness of suburban plots (alphabetical order)

Number Characteristic

1 access to preschool

2 access to primary school

3 access to public transport

4 access to recreational infrastructure

5 access to trade and services

6 aesthetic buildings in the neighborhood

7 exceptional natural environment

8 forest in the neighborhood

9 good communication with the city

10 lack of burdensome objects in the neighborhood
11 lake in the neigborhood

12 low real estate price

13 media (water, sewage, gas, internet)
14 neighbors with similar income
15 security

16 significant number of municipal investment
17 spatial order
18 watering place in the neighborhood

Source: Own elaboration on the base of the literature.

importance. The answers were aggregated and impact indicators for each characteristic
were calculated according to the following formula [Karaszewski and Sudot 1997]:

W= XLnmw (N
k-N
where: W — impact indicator;
k — maximum assessment from 1 to £;
i — assessment index;
n —number of answers for particular factor on the i place;
w — assessment proper for the place of factor i;
N —number of respondents.
Finally, achieved impact indicators were converted into weights, that were used in the
calculations with the use of Fishbein model formula, adjusted by authors for the residen-
tial attractiveness [Holbrook and Hulbert 1975]:

A= wy, @
where: 4 — total assessment of residential attractiveness;

w; — weight adequate for the i-characteristic;
v; — value adequate for the i-characteristic.
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RESULTS

Survey conducted among selected respondents enabled calculation of impact indica-
tors with the use of equation (1). The effects are presented in the Table 2.

Table 2. Characteristics, impact indicators and weights (rounded)

Symbol Characteristic Impact indicator Weight
Cl low real estate price 0.87 0.07
C2 lack of burdensome objects in the neighborhood 0.87 0.07
C3 media (water, sewage system, gas, internet) 0.86 0.07
C4 aesthetic buildings in the neighborhood 0.82 0.07
C5 spatial order 0.80 0.07
C6 good communication with the city 0.77 0.06
C7 security 0.75 0.06
C8 forest in the neighborhood 0.72 0.06
C9 access to public transport 0.70 0.06
C10 access to trade and services 0.68 0.06
Cll lake in the neigborhood 0.68 0.06
Cl12 exceptional natural environment 0.62 0.05
Cl13 access to primary school 0.56 0.05
Cl4 access to preschool 0.51 0.04
C15 significant number of municipal investment 0.51 0.04
Cl16 watering place in the neighborhood 0.51 0.04
C17 access to recreational infrastructure 0.50 0.04
C18 neighbors with similar income 0.42 -

Source: Own calculations.

It appeared, that the most important characteristic of particular suburban area was the
possibility to buy a real estate (building plot) for a low price. Equal importance was atta-
ched to the lack of burdensome objects in the neighborhood, such as gravel pit, sewage
treatment plant, piggery or poultry farm, etc.; and the access to various media, such as
water, sewage system, gas and Internet. Aesthetic buildings in the neighborhood and spa-
tial order were also highly evaluated by the respondents and appeared to be slightly more
important than good communication with the neighboring city. Potential newcomers
would like to feel secure in their place of residence and to have the possibility to stroll in
the nearest forest. Medium importance was attributed to the access to public transport, as
the majority of respondents assumed continuous use of private cars; and to the access to
trade and services, because of the possibility to make shopping in the neighboring city.

Acta Sci. Pol.



Studies over characteristics shaping residential attractiveness... 151

Respondents would appreciate the lake view and exceptional natural environment values
as well as an access to primary school and preschool. However, they declared, that as well
as sending children to the local educational institutions, they can drive them to preschools
and primary schools in the neighboring city. Rather low importance was attributed to the
significant number of municipal investment, and respondents would not regularly use the
watering place or recreational infrastructure, except summer season. The lowest grade
achieved the neighbors with the similar income, however, it can be assumed, that respon-
dents were ashamed to answer this question with honesty, thus this characteristic was not
taken into consideration while calculating the weights.

Impact indicators calculated for each characteristic achieved values from 0.42 to 0.87.
They were converted into weights. Characteristics C1-C5 achieved weight 0.07; C6—C11
weight 0.06; C12—C13 weight 0.05; C14—C17 weight 0.04. To simulate decision making
process according to WADD rule, local authorities should assess the value of each cha-
racteristic for the particular areas and add their weighted values according to the adjusted
Fishbein model — equation (2):

A=0.07v¢+0.07ve+0.07ve3 +0.07ves +0.07ves +0.06ve6 + 0.06v7 +0.06v g+ 0.06ve0 +
+ 0.06\1010 + 0.06\/011 + O.OSVC12 + O.OSVC13 + 0.04Vcl4 + 0.04V015 + 0'04VCI6 + 0.04VC17

At this level, the most important task for local authorities would be the application of
adequate method to assess the values. One of the suggestion is to use the 0-3 scale for the
following assessment of i.e. media (C3), where: 0 — if there is no media available, 1 — if
only water is available, 2 — if water and sewage system are available, 3 — if water, sewage
system, gas and Internet are available.

CONCLUSIONS

Urban sprawl, process currently common worldwide, is also observed in Poland,
where nearly every third migrating person is found to have moved out of the city and
into a rural area, mainly into rural municipalities surrounding big cities. It causes many
effects, both beneficial and disadvantageous. Therefore, urban sprawl process should
be monitored and directed by local authorities, who need to analyze their municipality
area in the terms of residential attractiveness and identify the most attractive localiza-
tions. Such identification can be made according to the WADD rule. It requires infor-
mation on the demanded characteristics of the particular objects, as well as the weight
and value of each characteristic. According to authors’ studies, the majority of new
settlements established in the rural areas neighboring big city are people in the age of
25-40 with children 0-9 years old, with sufficient income to achieve a mortgage credit,
higher education and strong links with the city (work, recreation, shopping, etc.). They
seek for real estate with a relatively low price, localized in the environment free from
burdensome objects, equipped with media and surrounded by neat houses built with the
rule of spatial order. Newcomers would also appreciate comfortable daily communica-
tion with the city, security, strolling in the nearby forest or toward the lake and using
occasionally public transport or local stores. Moreover, they would be quite satisfied
with exceptional natural landscape and the opportunity to choose among urban and
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rural educational institutions. Occasionally, they would use recreational facilities or
watering place, and would like to observe public investments taking place. Conducted
survey enabled calculation of weights. Therefore, the next task for local authorities is
choosing and applying adequate method to assess the values. It must be underlined, that
the assessments should be repeated, as it is valuated for the current state and the total
score will change if any characteristic changes.
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BADANIE CECH KSZTALTUJACYCH ATRAKCYJNOSC MIESZKANIOWA
PODMIEJSKICH OBSZAROW WIEJSKICH

Streszczenie. Co trzecia migrujaca osoba w Polsce przeprowadza si¢ z miasta na obszar
wiejski w sasiedztwie duzego miasta. Wtadze podmiejskich gmin powinny badaé atrak-
cyjno$¢ mieszkaniowa oraz identyfikowac obszary najbardziej podatne na koncentracjg
inwestycji zabudowy rezydencjonalnej. Gléwnym celem artykulu bylo zastosowanie re-
guly addytywnej wazonej w celu wskazania tego rodzaju miejsc. Wymagato to stworzenia
profilu potencjalnego osadnika oraz przygotowania listy pozadanych cech lokalizacja wraz
z ich wagami. Badania wykazaly, iz na wsi zamieszkalyby osoby w wieku 2540 lat z ma-
tymi dzie¢mi, zdolnoS$cia kredytowa, wyzszym wyksztalceniem oraz silnymi powiazaniami
z miastem. Na wybor miejsca zamieszkania najwigkszy wplyw miataby niska cena nieru-
chomosci, brak obiektéw uciazliwych, petny dostgp do mediow oraz zadbane otoczenie.
Jednakze niedostatek poszczegodlnych charakterystyk lokalizacji moze by¢ rekompensowa-
ny wysoka jako$cia innych, a stopien kompensacji zalezy od wag przypisanych poszcze-
golnym charakterystykom.

Stowa kluczowe: suburbanizacja, obszary wiejskie, atrakcyjno$¢ mieszkaniowa
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