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Abstract: Competitiveness at the firm level is a subjechtdrest not only to man-
agers and policy makers but also academics. Arctafée functioning under the
conditions of new economy requires from the enisegrto develop their core
capabilities and talents along with the ability gaickly identify and seize the op-
portunities generated by market environment. Thel@mentation of such an ap-
proach allows the creation and sustain of econosnipluses in the long-run.

The paper aims to examine the profitability of emtises in Poland which is
regarded in the context of absorption of EU furmdgears 2007-2013. Taking into
account that Poland became one of the largest @aeés, it is worth analyzing
the impact of EU funding on the economic perforneasfcPolish enterprises.

The paper offers a critical reflection on the rédaiship between the absorption
of EU funds and Polish enterprises competitiver@sshe basis of the content
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analysis literature and statistical data derivedrr the European Commission, the
Central Statistical Office and the Ministry of Rexgal Development. It is assumed
simultaneously that the competitiveness of enteepris expressed in the term of
profitability rates. In spite of limitations whictelate to the adopted definition of

competitiveness and the short period of the comduanhalysis concerning the key
relationship, the paper contributes to the debatetlte significance of EU Funds

in the process of building modern and innovativenseny.

Introduction

There is a common consensus that enterprises’ ddimpeess is critical to
national prosperity. The stable microeconomic fumelatals are perceived
as one of the key prerequisites for sustainable@oa: growth. Although
competitiveness is the most often interpreted aslvement in a business
rivalry for markets, it seems to be rather a mittehsional and relative
concept (Ambastha & Momaya, 2004, pp. 46-48). lnfdce of the neces-
sity of improving the competitiveness of the EurapdJnion countries, in
accordance with the assumptions of the EU StraBaf|0 on smart, sus-
tainable and, inclusive growth, it is particuladsrth indicating some of
the main factors which determine enterprises comneiess as well as
their financial results.

The aim of the article is to examine the relatigpdietween the profita-
bility of enterprises in Poland and absorptionted €U funds. It appears
that better absorption of EU structural funds, esly those directed to
companies, leads to the improvement in firm contipetiess and is re-
flected in their financial performance. Moreovére effective absorption of
EU funds brings many benefits, because it not afilyws for increasing
the competitiveness of Polish enterprises on tlobayl market, but also
narrowing the development gap and contributingh® ¢ountry competi-
tiveness.

Methodology of the Research

The critical reflection on the relationship betweka absorption of the EU
funds and the Polish enterprises’ competitivenesdone on the basis of
the content analysis literature and statisticah digrived from the European
Commission, the Central Statistical Office and Mimistry of Regional
Development. For the purpose of the researchais$simed that enterprises
competitiveness is expressed by profitability resesh as ROS, ROA and
ROE. To assess the correlation between the absorptithe EU funds in
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years 2007-2013 and the profitability of Polisheeptises achieved during
the analyzed period, the Pearson correlation aoeffi was used. The main
limitations of such kind of research refer to tlimpted definition of com-
petitiveness and its method of measurement andhbet period of the
analysis regarding the key relationship.

The Factors Influencing Enterprise Competitiveness
Under the Condition of New Economy

Competitiveness means a firm’'s capacity to comjrete specific market,
to increase its market share, to enter the intenmat market by exporting,
and to achieve sustainable growth and profitabilftyetindamar &
Kilitcioglu, 2013, p. 9). In the microeconomic peestive, the concept of
firm competitiveness is usually related to marketfgrmance and produc-
tivity. It is in accordance with the neoclassicaplanation of the nature of
competition which emphasizes that a business’ rojective is to maxim-
ize profit over rivals in the external market plaée firm must provide
products and services for which customers arengilio pay a fair return or
price. The ultimate goal is to make a profit andha long run, competi-
tiveness is identified with the ability of the firta survive in business and
to protect its investment (Laureti & Viviani, 20144, 2615). Taking it into
account, in the process of competition a spectehéon should be paid to
the shareholders who provide the necessary capdalvell as help in
achieving the business objectives. A firm is cortpetonly if it is able to
provide a satisfactory return on an investment famalan appropriate bal-
ance between short term and long term expectatibits key stakeholders,
such as clients, cooperators, natural environmetot, This is a real chal-
lenge because all of them have got different pesfegs concerning the rate
of return and the risks attached and, what is mbre worth stressing that
the interests of many shareholders are not direetted to financial per-
formance (Feurer & Chaharbaghi, 1994, pp. 49-51).

The view on competitiveness discussed above imptiasit is a multi-
dimensional concept which can be regarded as igtgtatoncept (at a par-
ticular moment in time) and expressed in financults as well as in a
more dynamic and holistic approach (in terms of dresation of competi-
tive advantages in the future). On the basis ofitemture review it seems
to be obvious that business competitiveness isnagboation of different
factors shaping competitiveness, and it confirnag the results obtained in
this scope should not be only associated with betirket performance
and higher profitability. Moreover, the pursuita@mpetitive advantage in
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order to sustain profit and fulfill the interestskey stakeholders cannot be
regarded in a narrow sense (cost only), but speéfiaits must be focused
on aspects such as quality, sophistication of m@utd core capabilities
development (Aigingeret al, 2011, p. 11). The increased attention to
firm’s internal resources and capabilities, unda®dtas the capacity to
deploy resources, usually in combination, to predec desired effect,
emerged in the mid 1980s twentieth century alorth Wie resource-based
theory of competitive advantage (e.g. Wernerféd84t Barney, 1991). Its
consequences are the dynamic-capabilities viewmeofitm represented by:
theory of key competences (Hamel & Prahald, 1984Apwledge-based
view of the firm (Grant, 1991) and dynamic podgibs view (Teecegt
al.,, 1997).The resource-based theory suggests that intersalrees are
the primary determinants of firm performance. ImiiPorter (1980, p. 30)
in his competitive forces model emphasizes maindy dignificance of ex-
ternal factors (generated by market environmenth @s: competition be-
tween companies which already exist in the industmeat of new entranc-
es, substitute products, suppliers’ and custombeg’gaining position
(Zzhang & London, 2014, pp. 95-97). The collectinesgths of those mi-
cro level forces determine firm profitability. Ore the external factors
affecting competitiveness is also macro envirortimghich embraces:
institutions, infrastructure, education, particlyaincluding the access to
financing or tax regulations. They are perceivedhescrucial drivers of
firm competitiveness. In spite of that, many reskars highlight that inter-
nal as well as external factors are equally impartdhat is why firms
functioning under the conditions of new economyuticeek a strategic fit
between the external environment, which generdiests and opportuni-
ties, and their internal resources, including igtale assets such as skills
and experience workforce, patents, know-how, saftyweustomer relation-
ships, brands, unigue organizational culture, etc.

Profitability as a Gauge for Competitiveness of Polish Enterprises

Measuring firm competitiveness is not an easy taskecially if it is a
function of different components and embraces dspaach as effective-
ness, efficiency, productivity, quality of workkdj innovation or customer
satisfaction (Rolstadas, 1998, pp. 990-992). Iretlitbors opinion the focus
on profitability which represents the ultimate gdaf any organization
allows to assess the economic performance and ditivgxeess of Polish
enterprises, irrespective of the sectors in whiwy toperate. Profitability
rate expresses the efficiency of using the em&gimony of a firm and



Absorption of EU Funds in the Context of Polishdfptises... 117

can be measured in a different ways on the basikataf derived from fi-
nancial statements. One of the most frequently ursdidators in evaluating
profitability are:
— return on sales: ROS= net profit/net sal&80%
— return on assets: ROA=net profit/total assdi80%
— return on equity: ROE=net profit/stakeholders’ iggtl00%

Table 1 shows the profitability rates of Polish enterprises.

Table 1. Profitability rates of non-financial enterprisesHnland

Indicators 2007 2008 2009 2010 2011 2012 | 2013
ROS 6,0 55 5,0 51 5,2 4,3 4,3
ROE 13,4 11,6 12,1 12,0 13,0 115 111
ROA 7,1 59 6,3 6,2 6,5 5,8 5,6

The data presented concerns only those entities which keep accounting ledgers and
employ more than nine persons.

Source: Financial results of non-finance enterpriseyears 2007-2013, Central Statistical
Office.

For the purpose of the analysis, it is also proposed to use such kind
of indicators as: profitability rates of gross/net turnover which consti-
tute the relation of gross/net financial result to revenues from total
activity. The competitiveness of enterprises in Poland in years 2007-
2013 measured by gross profitability rate is presented in Table 2.

Table 2. Gross turnover profitability rate of non-financeiterprises in Poland

Enterprises 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013

Small 8,1 7,3 4,9 51 2,1 4,8 4,2
Medium 6,5 6,0 4,2 4,1 3,7 3,9 3,9
Large 6,8 4,7 54 5,9 6,2 4.5 4.8
Total 7,1 6,0 4,8 5,0 4,0 4,3 4,3

Source: Financial results of non-finance enterpriseyears 2007-2013, Central Statistical
Office.

The average profitability rate in years 2007-20t®d at 5,1%. The
highest profitability occurred in the large entésps, which turned out to
be more resistant to the global economic downtadhits negative impact
on the Polish economy in comparison to the medinchsamall entities. It
has to be emphasized that in the analyzed periadomeonomic factors
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related to the financial crisis had the greatefiiémce on the competitive-
ness of enterprises measured by their profitability

Absorption of EU Funds in years 2007-2013

In the 2007-2013 programming period Poland wasodrike largest bene-
ficiaries. The EU funds are considered as an ditteatool for financing
investment opportunities and Polish entrepreneorddcobtain support
under the following Operational Programmes (OR)e fhational OP, 16
Regional OP and European Cooperation Programmesmidst desirable
forms of the EU aid in the process of building mmdand innovative
economy seem to be subsidies: to invest and sufgroR&D and innova-
tion activities, for obtainment of patents and adgiyts or staff develop-
ment, support for business activity in the fieldebéctronic commerce or
subsidies to enterprises on environmental protedich as: generation of
energy from renewable resources, rationalizatiomesburces and waste
management (European, 2008, pp.15-107).

It turns out that in the analyzed period 33% ofigtoénterprises became
the beneficiaries under the Strategic Coherencexénerk 2007-2013 and
the total amount of investment is estimated alNPB 103 miIn (The utili-
zation, 2014, p. 4). Taking it into account, theemsment of the absorption
understood as a country capacity of effectively effidiently spending the
allocated financial resources from the EU fundsls® worth considering.

Table 3. The level of allocation and amount of applicatisabmitted and applica-
tions for payment under SCF 2007-2013

Contractsfor co-financing Tr]le applications
or payment
Operational Co-financing | Level of use| Co-financing| Level of use
Programmes from the EU | of allocation | from the EU | of allocation
(thousands of| for the 2007-| (thousands | for the 2007-
PLN) 2013 period of PLN) 2013 period
OP Innovative| 38992 028 108% 25 315 687 70%
Economy
OP Infrastruc-| 118 578 332 99% 88 708 510 74%
ture and Envi-
ronment
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Table 3 continued
Contractsfor co-financing Tr]le applications
or payment
Operational Co-financing | Level of use| Co-financing| Level of use
Programmes from the EU | of allocation | from the EU | of allocation
(thousands of| for the 2007-| (thousands | for the 2007-
PLN) 2013 period of PLN) 2013 period
OP Human| 44097 151 105% 36 624 344 88%
Capital
OP  Technicall 2234478 104% 1678672 78%
Assistance
OP  Develop-| 99700975 100% 6 994 519 70%
ment of Easterr
Poland
OP of Europeany 1499675 104% 1032122 71%
Territorial Co-
operation
16 Regional OPR 70 180 720 98% 57 986 8[L2 81%
Total SCF 285 553 359 101% 218 340 665 77%

SourceThe use..(2014, p. 3).

According to the Commission Report on the impleragoh of Cohe-
sion Policy 2007-2013, the absorption rate amongnbér States is di-
verse (Cohesion, 2013, p. 11). The highest absormf 90% and more
was recorded in countries such as: Ireland, SweBertugal, Belgium,
Austria or Germany, whereas the lowest in: Italpv8kia, Czech Repub-
lic, Bulgaria and Romania (around 30% of their @dlied budget). Poland
was ranked third among CCE-12 countries with a %7 @ayment rate,
however, according to the latest data presentddiote 3, the level of use
of allocation in Poland is estimated at 77%.

The Relationship Between Absorption and Profitability
of Polish Enterprises

The EU funds contributed to the country developmiviestment intensi-
fication, and the process of building competitieemomy (Belka, 2011, p.
34). The total value of inflow of EU funds to ergases during the 2007—
2013 programming period is presented in Table 4.
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Table 4. The amount of EU funds financing enterprises inaRdlunder the SCF
2007-2013 (in billion PLN)

2007 2008 2009 2010 2011 2012 2013
0,1 23,4 71,7 127,3 156,6 191,b 239,5

SourceThe state..(2014, p. 5).

Polish enterprises belong to one of the key beiagiics of the EU
funds. Their impact through investment in micro &MEs, both in tangi-
ble and intangible assets, had a positive influemcté¢heir economic per-
formance. It is expected that along with the absampof EU funds the
competitiveness and financial results of Polistegrtses should improve
considerably.

To assess the relationship between the absorptitred=U funds and
the profitability of enterprises in Poland, theaP®n correlation was used.
For this purpose, the data concerning the averaggs gurnover profitabil-
ity rates presented in Table 2 and the data orvahee of inflow of EU
funds to enterprises (Table 4) were taken into idenation. On the basis
of the conducted analysis, the strongest negatveslation was obtained
between the absorption of EU funds at the levdPalish enterprises and
their average gross turnover profitability rataweéver, the strong nega-
tive correlation between the absorption of EU fuladsl gross turnover
profitability (-0,863) is only apparent becausesthelationship turned out
to be statistically insignificant.

Table 5. Correlation between the absorption of EU funds gmuds turnover prof-
itability rate of enterprises

. Grossturnover
EU funding orofitability

Pearson Correlation 1 -0,863
EU funding Significance 0,12

N 7 7
Pearson Correlation -0,863 1
Gross turnover Significance 0,12
profitability

N 6

*Caorrelation is significant at 0,05 (bilateral)

Source: own calculations based on the data presenfeables 2 and 4.
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Similar results were achieved in case of correfatietween the absorp-
tion of EU funds and ROS which seemed to be st(ahg) but also statis-
tically insignificant. It turns out that the stromggative and statistically
insignificance correlation was also obtained forAR(0,65) and ROE (-
0,54) with respect to the absorption of EU fundswidver, it is worth
mentioning one of the surveys conducted by Info@€redyears 2007-
2011. The conducted survey concerned the role ofugds in the process
of Polish enterprises development. It confirmed tha EU funds not only
contributed to the increase of sales revenues asétsy but also deter-
mined long term profitability of enterprises @tgki, 2014, pp.31-34). In
the selected group of entities using EU funds, wtloese economic per-
formance was only observed at the beginning ofpiéréod. It is not sur-
prising, especially if the realization of projects-financed by EU funds is
usually expensive and investment brings benefithe future.

Conclusions

On the basis of conducted analysis is difficultagsess the relationship
between the absorption of EU funds and profitabiit Polish enterprises.
It appears that the apparently strong correlatetvbeen the key variables
cannot be statistically proved. In the authors igpirit is a result of the
limits of research such as: too short period ofahalysis, macroeconomic
factors which determined economic performance térenises at the time
of global crisis, and the sample of entities tak&o consideration. The
EU funds were directed mainly to micro, small aretiam enterprises but
because the majority of microenterprises keepitigerasimplified forms
of accounting (Tax Revenue and Expense Ledger)wleeg not embraced
in the analysis. Moreover, it is worth highlightititat the apparently high
absorption of the EU funds did not find its confation in the competi-
tiveness growth of Polish enterprises measuredély profitability. As a
result, the expected rise in the profitability satas well as the innovative-
ness of enterprises benefiting from the suppomppared to the others
Member States did not appear. According to thewation Union Score-
board 2014, Poland is still ranked below most Euntges (in 28 place)
and classified as a moderate innovator. In spittefinflow of EU funds
in years 2007-2013, Summary Innovation Index (&fhained at the level
of 0,279, while the EU average increased to 0,36dofation, 2014, p.
94). It allows to conclude that the effective alpsion at the administra-
tional level which goes along with the optimal aw®iof economically
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desired investment is not possible and Polish préreurs simply adopted
to the required criteria.
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