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BIOMASS CLUSTERS: PARADIGM SHIFT IN ECONOMICS METHO DOLOGY

Valentinas NAVICKAS, Mantas SVAZAS

Abstract

Clusters conception yet more than twenty yearsicsessfully develop between scientists and apphuginess when
combine companies resources and ability. Existotaritype clusters, who active in different produrctdr service
sectors, then they creative value is different. WWtevelop green energy ideas, emerge biomass dustho can
provide ecologic energy to society, and herewitkate huge economic and financial benefit. But wheply
methodologies, who let measure clusters benefiffrant with problem, that available methodologiestifficiently see
to comprehensively create biomass clusters beragfit, this not let warrant full they researches chijee. They need
otherwise research methodology mechanism. In thisle analyse biomass clusters, their specific gmdpose new
methodologic approach to them extent benefit reteand measure. Perform research enable authorer&sn
biomass clusters specific and main internals; famsearch methodology for biomass clusters benefiuation;
identify biomass clusters benefit creation direcsidoy choose research instruments.

Keywords
Biomass Clusters, Economics Methodology, Clustioiza

JEL Classification: B41, Q42, O14

Introduction Methodology compose separate indexes complex,
who involve both initial general data, and specific

When develop new business formations, who cluster activity data analysis.

maintain a collaboration, emerge necessity research The object of the particular study:is- Biomass
which benefit this business structures can create n clusters and their research paradigm

only their members. Separate clusters benefit &spec The aim of the study:isnvestigate biomass clusters
analyse some scientists. BruneckigPukénas, (2008) specific formulating methodology for clusters bénef
analyse clusters benefit creation in regions. Wisen investigation.

talking ~ about  benefit count  methodology The objectives of the study are:
development,_scientists suggests separate _insttsmen 1)Explore biomass clusters specific and basic
who can assist evaluate benefit creation in claster characteristics:

Especially more fo_r methqdologlc point d_evelopment 2)Form methodology for biomass clusters benefit
to be of service international organizations — EU, investigation:

\?\/E(g:gs;isfrg\?;?u;[galnygf O%Td Sriisfsrggmmzzilg:egtjt’ 3)ldentify biomass clusters benefit creation ways.
. , y sing panies, The methods of the study are:

also their formations. To examine economic literat i ) o )

find some separate instruments and methods, who - Logic and comparative scientific literature

assist evaluate clusters benefit creation for their analysis _

partners, but unify methodology, who let analyse - Synthesis and deduction

clusters activity benefit for partners and socistyot - Graphical analysis _
exist, and all of this let propose, that this theime ~ The novelty of the studylusters than comparative
scientific approach not yet significantly investiga new business organization structures, primarilgeixt

This article introduce biomass clusters case, industrial production sector, and th¢|r usable hrs t
area accumulate appropriate experience. But authors

indicate, how can evaluate his benefit creation for accomplished researches show. that this business
society and cluster members, when invoke authors . P ’

formulate economic methodology. Authors in the inter-organizational connects form positively opera

) S . . . : more industry sectors, in green energetic assume
article indicated, which basic subjects constituted specific expression ant her research necessary othe
biomass cluster, which influence for this memberd a P P y

- . : research methodolo mechanism. Differently of
country economy his create, invoke separate obvious 109y , y
. . ) other clusters, biomass cluster working results
economic instruments form  unify research

methodology, who assist search, which quantitative (services) directlly improve _in fact all countryiz_iins
benefit them and society create biomass cluster. and many business subjects. Thereby universally
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usable clusters research methodology for biomass 1. biomass source (straw, wood waste place);
clusters in regard to need some transformations. 2. biomass producers; biomass use equipment
Analyse biomass clusters research authors apply producers;
universally steady clusters research methodologly an 3. market, who use biomass and have the necessary
their ground form for biomass clusters benefit network connects;
research require methodology. Upshot article author 4. also essential, that all cluster elements
accomplished researches show, that biomass clusters  geographically must will be stated near each
change economic research paradigm. other.

Ordinarily, clusters policy ipracticable national
or regional stage (ViedeyR013). Theoretically,
biomass cluster structure for society and business
interests march opinion not yet fully investigate,

Cluster is business formations, mostly orient to because most developed countries yet active us@ fos
export growth and new markets capture. Biomass fuel for satisfy energy demands. In mid-developed
cluster in this opinion is slightly different — cher is countries alternative searches be most for economic
orient to in country situated locally energy demand and politic reasons. However observe, that when use
satisfaction, when invoke locally renewable resesrc  locally biomass, is possible solve not only ecorgmi
Clusters company mobility and ability satisfy seer but also social problems, reducing long-term
regions energetic needs is clusters strength, whounemployment level in most vulnerable social groups
evidence compare them with importable energy users This let avoid expense for social pay and increase
or energy from fossil fuel producers. Herewith tdus incomes to regions and countries budgets by social
can engage huge people amount, often without insurance and citizens incomes tax form. In Figlure
mandatory professional or highly education. Because propose biomass market participants formation model
cluster members must be stated near each other, inby that would be develop biomass clusters. Therein
separate regions cluster can be one of the mostindicate basic subjects groups, also fuel, whosbasi
employer, who attract various type employees. can develop activity in cluster.

Exclude main elements, who constitute biomass

cluster and is required for successfully cluster
working:

Literature review — biomass cluster specific

Figure 1: Biomass market participant’s formation model

Information about amount and price

| Suppliers |—-| Producers
Raw mmﬂ\mt Final consumption (enerzy)

Wood fuel: Agricultural products Gas:
remmani;
o Cutting wasts; Peat » Biogas;
» Firewood » Siraw; » Dumps gas.
» Other. » Other.
| Energefic plantations | | Municipal waste

Source:Tyla, Ramanauskas, (2008)
this most respond to consumers, which is orierdrcle

In the model involve all leading components — €nergy production. When countries use biomass, they
suppliers, producers and consumers. Also preseatati S€ek enhance Dbenefit for sustainable development,
all all possible biomass kinds, together include-no ~ Save environment and get benefit from waste
renewable peat fuel. Near all fuel types is on consumption (Manzone, Airoldi, Balsari, 2009, p.
actual in globally. Suppliers involve all possitfie! industry, and this industry dominate versatile
types, producers on attachment final product —ggner ~ Professional perfection, when use new resourses and

— production potential in biogas plats and dumps. A €merge a chance create new workplaces (Strunz,
Vojtovic, 2014).
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Because biomass clusters can be active entirely in
regions, his assist solve particular problems, who
especially actual less economic potential countiies
mid-developed countries clusters can help solveahct
problem — workplaces in regions or villages lackisT
is especially applicable production clusters, whko i
favourable build exactly further of regional cestre
where is more land for require constructions or
necessity resources (Solvell, 2009). Distinguithab
basic clusters expansion in regions determinanorfs.c
(Bruneckier, Pukenas, 2008, p. 461):

Geographic economic activity concentration;
New opinion to competitive an collaborate

combination;

- Tight business, science and government
collaboration;

- Explicate and for cluster activity fitted

infrastructure;

Favourable local government institutions policy
clusters-wise.

Economic clusters concerned with not only with
supportive institutions, but also assist support
effective communication and warrant better
opportunities to compete (Feser et al., 2009).

Biomass clusters specific and working principles
determine, that clusters benefit for country ecopisn
fairly obvious and versatile. Biomass cluster attiv
creation benefit feel both citizens and business,
because when form new business way emerge
opportunity acquire cheapen local production energy
Seeing biomass cluster is tall, to local market alein
satisfaction orient formation, their influence for
economic growth is different nor usual cluster case
(Figure 2).

Figure 2: Biomass cluster influence for economic growth

Cumulative biomass demand

+

Country economic growth

T

Cumulative biomass supply

Capital investment into the biomass cluster

~

Local biomass usable technologies creation

Unemployed resources use for local energetics

Increase workplace quantity in regions

development

Scientific research growth

Discernible this biomass cluster influence for
competitiveness directions:

1. GDP increase. Biomass cluster encourages
regional economy, because they use biomass
wastes, and that serve importable fuel. That put
create a new business market. If herewith create
infrastructure object — biomass power-plant, -
emerge opportunity additional increase GDP,
because companies participate power-plant
projection, construction and installation
processes. When form a new market and sell
biomass, the GDF growth rate will remain
stable, because the energetic demand fulfilment
need over better biomass arrangement. GDP
increase is clusterization settle immediate
benefit for country (Kettels, 2006).

2. Unemployment reduces. Often prevail a
regions, who is long-term unemployment
problems, therefore, that huge unemployed
number compose low qualification peoples,
which often not find any work. Biomass cluster
assist solve this problems, because cluster
activity compatible with unskilled labour force
integration for the biomass fatigue purpose.
When  unemployment reduce, emerge
opportunity diversify operative conditions and
implements, and warrant operative conditions
equality (Kettels, 2013).

Biomass cluster creates national budget income.
They evidence through a VAT, engage
employees taxes (income tax, social insurance),
also profit tax. Especially increase VAT pickup,
because form wood wastes recast to the energy

8
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business and reduce energy resources import, analysis, benefit and costs analysis. By way aaicert
increase the transaction number in the country how biomass usable affect country economy,

and they will be taxable in the same tax, who necessary see exist raw material and production
later get in a country budget. potential. That important evaluate, because wilt e

4. Changes of import structure. Expendable own establish exact influence for country in economic
biomass resources drastic reduce county energyapproach. For potential resort negative influenae c

import needs, also reduce gas consumption in hav_e constantly change market_ situation and
. : conjuncture. Because both strategic resources, and
towns. It would let achieve, that country foreign

: strategic potential aspect can talk about theiblesa
trade balance will go to surplus and money, grade They will show make and realize production
who will be getting for reduce energy import  amount and strategic potential size ratio. Thisind
from foreign countries, can be divert for calculate by formula (Ginesius, Andriuskewius,

enhance competitiveness. 2000):
5. Energetic independence consolidation. In this Sp )
moment exist a situation, when countries P:%

produce the energy use gas or coal. This
resources disposal just few countries. If for
energy production will be using local biomass
resources, situation to go into the melting-pot
and it would let achieve, that several countries

MP — Made production; SP — Strategic
potential; SPRG — Strategic potential use grade

When evaluate raw materials potential, also
necessary evaluate employment situation in redion.
will be externally independent of energy employment level !ook through bio_masfs sector p_rism

. . _ — look to today exist employment in biomass fatigue
production changes in energy export countries, gocior | gcation Quotient is more wide pervade
also for gas supply kinks and politic shading, regional industrial cluster identification and thei
because ~a country certain  energetic comparative concentration evaluate instrument.Xnde

independence. calculate by formula:

One of basic biomass cluster activity prop is E.
permanent scientific researches, who allow conlstant — E;
seek better energy production effectiveness and LQ = E; LQ = Ei ()
rationally use available fuel. When perform sdfent E. E;
researches, increase cluster create additionaleyvalu E, En
emerge opportunity effectively use disposable . , _
biomass resources. Ej — employment i industry j regioi — general

Biomass cluster influence for economic is very employment | regionfk, — national employment i
tall involve separate economic and social aspects. industry;E, —general national employment.
Expendable available local raw produces may not If LQ exceed 1, this show, that comparative
only certain require energetic independence for employment in particular region in particular
country, but also create new workplaces in perijpher manufactory way is higher than average country
who see long term employment problems. On purpose employment. If LQ exceed 1,25, this show regional
investigate biomass clusters noticeable, that reeed specialization in particular manufactory sector.
corrections, who can assist evaluate regions fiainc Other indexes is committed for second research

and economic potential, also possible social benefi stage — benefit and costs analysis and investneent t
Thus emerge paradigm shift, who change researchpjomass cluster activity evaluation. In this case

internal. penetrate at country level, when use informationo w
get in region analysis. In biomass cluster case
Methodology and research investment normally distinguish for new burning

equipment construction, also fuel supply for bugnin
For research perform invoke that methods, who mechanisms function warrant. Benefit and costs
assist clearly show biomass usable economic benefitanalysis comprise from financial, economic and
for country extent. Methods also help ascertainciwh  sensitivity analysis, who evaluate separate benefit
country regions most worth develop biomass clusters aspects and environment influence for general
ground maintain business, because emerge necessitfinancial and economic result.
research available resources amount and recemt thei Initial costs and benefit analysis stage is finahci
amount for energy production. When search raw gapalysis, whose time discerible investments,
materials potential, then evaluate investment,rthei operating costs and financial cluster benefit, who

size and buy off. On purpose perform article normally convey final production sales indicatdrs.
objectives accomplish statistical analysis, comps#a  financial analysis analyse discount cash flow, near

9
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investment invoke possible financial benefit data.

First index is from financial analysis indexes

research choose 25 vyears period, this while is group. Financial net present value is calculate by

normally for energetic projects evaluation. formula:
" - S S Sy (3)
FNPV = =
21-0AS @+i)° @+t @+i)"

& — financial discount factor intime period; $- cash balance intime period i— inflation rate.

Near FNPV index require evaluate financial rate
of return, who let see, or through all analyse queri

significant, and when best find more useful
investment alternative. Financial rate of return

project will bring tangible benefit for cluster calculate by formula:
members. Index have obvious evaluate line, who
show, when undertake investment project is
St 4)
0= %
1+ FRR)

S — net income i years FRR — Financial rate of return.

Conventional, that investors acceptable return
rate is 5 %. If index value is less, impose investim
for this project is not recommended, or it must be
reconsider, that will be find means, who let achiev
better project financial effectiveness and retate r

Another benefit and costs analysis add index is
profitability index (PI). This is comparative inditor,

n

2

Pl =2

n

)

t=1

I:)k
@+i)

IC,
1+i)!

who show investment meaning, when is various
economic situation. If Pl = 1, investment profitaipi
correspond effectiveness standard (comparison norm)
Index apply just financial analysis on purpose show
how it will be profitable for project investors.
Profitability index calculate by formula:

(5)

P« — Net profit, who get from main activiyin periodi; IC; — Basic investment inperiod

Next benefit and costs analysis part is economic
analysis. This analysis indexes calculation is very
similar to financial analysis indexes evaluationt im
this case usable economic benefit data, who
essentially different of financial analysis data.
Economic benefit is named welfare, who create for
country and society. Economic analysis distinguish,
that both initial investment, and operating cost
recalculate by conversion factor, evaluate grey
economy or market prices, who prevail in country
economic life. Economic benefit often concernechwit
social benefit, when pending particular problemshs

as long term unemployment, waste arrangement, etc.
Biomass cluster distinguish more economic benefits,
who feel not only country, but also citizens, esglgc
regions places.

Evaluating cash flows use similar methodical,
than financial analysis, just is particular diffieces.
Economic net percent value (ENPV) calculation take
social discount rate, with that evaluate, how cleang
benefit creation for society per year. Evaluatet jus
general economic benefit, who get assess separate
benefit components. ENPC calculate by formula:

S Sy

_yon -5
ENPV=3" aS§ = Loy

@+iyt @+i)" ©

& — economic discount factor iime period; $- cash balance intime period i — inflation rate.

On purpose analyse in clusters underway projects objectively evaluate cluster economic influence for

economic benefit for society calculate economie rat
of return (ERR). This indicator show project benefi
not investors, but society and country, then this |

their surrounding environment. ERR evaluating by
formula:

10
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OZZ St

1+ ERR'
S — net income i years ERR — Economic rate of return.

()

Because economic hiomass cluster benefit is general economic situation in region or countryewh
separate on financial benefit, not obvious convey begin functioning project time realise decisions.
evaluation scale, by that will be possible indicate When in clusters available projects benefit and
suitable economic rate result for society. costs data, is possible evaluate this indexes.ratio

Importantly, that result will obtain positive way, Proportion is important, because can see, how all
because in other occasion can emerge a question foranalyse period divide financial and economic benefi
project economic harmful. In this occasion emerge investment and operating costs. Benefit and casits r
necessity reconsider project and evaluate, howgghan in investment project calculate by formula:

B _ PV(B)
C PV(C)

PV (B) — Present value of benefit; PV (C) — Presahiie of costs

(8)

Separately infrastructure and supply investment value, who infrastructure and supply instruments is
evaluation calculate accounting rate of return (ARR different. Indicator calculate by formula:
Index exceptional, that for evaluation use liquioiat

PN

- 05(IC - RV)
PN — profit; IC — investment costs; RV — residualue

ARR %)

Available all research require evaluation E; 131
instruments can penetrate at results analysist Firs = @ =
research stage concerned with regions analysis and LQ:—‘:ﬂ:Z,Sll
their stock biomass potential and usable detection. Ei 10076
Evaluation instruments and results indicate before E, 1319000

obvious convey cluster orientation to local energy

This municipality distinguishes that their forestry

demand satisfaction instead new foreign markets |ayelis 59 5 %. and dominate fuel type in thigioa

capture. Then evaluation paradigm orient to separat

is biomass. This situation shows that the biomass

countries regions and investments to them. Researchfaﬁgue sector engage enough employees amount and
accomplished sustaining data for Lithuania and perewith prepared biomass from wastes expendable
example, who can keep general case. In this country , nicipality energetic needs serve. Unemployment

through last-mentioned six years biomass usable |oye|in the region is 12, 7 % (2015). Computaign

amount increase 50 %. Country fully provide biomass

made production amount noticeable, that Lithuania

and have huge biomass reserves. In great cities ,forhas huge biomass resources, who at this moment not
heat production yet use natural gas, meanwhile fully use.

regional municipalities invest to biomass usable,
reduced gas and fuel oil burning amount. Country is
suitable evaluate clusters paradigm shift, when
business subjects, who collaborate to clusterfdry
fully energy demand satisfaction for regions, when
use locally resources.

Noticeable a tendency, that high regional
concentration distinction a regions, which forestry
level is over 40 %, and dominate fuel type of eperg
production is biomass. This regions unemployment
level is till 13 % and many cases is less nor negjio
who regional concentration in this sector is low. |
this case present example, how calculated high®st R
in possession of municipality result.

Appreciable opportunities to create biomass
cluster, is necessary evaluate now expendable fuel
amount and exist their potential. In practice all
Lithuania regions exist favourable situation toatee
biomass cluster, because just less biomass pdtentia
part is expendable in this moment, so cluster not
lacking a fuel for energy production. Even these
regions, where forest is comparatively few, they no
full exploitation, so use wood wastes can not only
provide heat for towns, but also can produce
electricity. In this case invoke the same munigipal
information.

11
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p- SP__ 7710000_ 10961
SPUG 70300

Results show, that strategic potential use grade is

not high, however municipality can fully serve thei
heat energy demand. Given the opportunity, passibl
fuel export, who help cluster activity in the regio

Graph 1:Biomass cluster financial analysis results

TOTAL REVENUE
TOTAL INVESTMENT COSTS

TOTAL OPERATING COSTS

make more effective and additionally useful for
cluster members.

Concentrate information, concerned with regions,
penetrate at investment evaluation. First evalgatin
investment, operating costs and incomes sum. In
biomass clusters case, most investment divert ¥o ne
plants construction, and most operating costs cempo
fixed exploitation costs and employees costs (Graph

1.).

13 220 315 234

2687 420 000

20257008 633

5000 000 00010 000 000 0005 000 000 000

TOTAL OPERATING TOTAL _ .
COSTS INVESTMENT COSTS 1O TAL REVENUE
Rady1 3 025 908 633 2 687 420 000 13220 315 234
Observable, that all analyse period general Traditionally certainly, that cluster concentrate

incomes from biomass usable for energy producsgon i
almost thrice higher nor investment and operating
costs. This show, that investment project is uskful
their investors and bring tangible benefit. Most
incomes part generate heat energy sale, impor&ant p
also constituted electricity sales. When will const

resources seek go to new markets. In this case
resources is not only concentrate, but is create ne
market — biomass usable for energy production
market, where processed biomass is burning in new
biomass boiler-houses and power plants. Cluster tak
substantial position in all market — form biomass

new power plants, reduce squander energy amount,fatigue to consumption.

and this allow much more increase cluster income.
Observe data is see, that especially importanteplac
take investment. This is basic biomass cluster esen

for other clusters aspect — invest more financey wh
assist try create new value in the country.

Comparative indicators analysis results confirm
benefit and costs analysis penetrate trends. &m&ial
approach for investors is useful, because -cluster
govern all supply chain and have fixed consumption
flow (Table 1).

Table 1:Biomass cluster financial analysis comparative idiors

FNPV 4.984.982.635 EUR
FRR 17%
Pl 2,81
B/C 2,430
ARR 10,93 %

All analyse indicators is much higher nor their

recommended meanings. Especially high FRR index,

who almost four times exceed minimal recommended
norm. Analysis show, that biomass cluster investmen
project is notably useful for investors and longrte
their get better financial benefit.

In economic analysis perform similar actions —
primarily search how large is sales incomes, operat
and investment costs. Latter is recalculate by
conversion factor on purpose better objectivity for
evaluate society demand (Graph 2).

12
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Graph 2:Biomass cluster economic analysis results

TOTAL INVESTMENT cOSTS [ 2 449 987 790

TOTAL OPERATING COSTS [ 2 692 436 098

ToTAL REVENUE | o 468 766 396

4 000 000 000

TOTAL OPERATING
COSTS
2692436 098

TOTAL REVENUE

ERadyl 0468 766 396

Apparent, hat economic benefit is slightly less
neither financial benefit, but it is tangible arichast
twice higher nor all costs. Economic benefit
concerned with renewable fuel usable, citizens from
regions placement and reduce finance for social
payoffs. Evaluation indicate obvious biomass cluste
conditioned methodology paradigm shift — all-cluste
activity indirectly bring tangible benefit for sedty,
because use theretofore unused resources, whaeepla
importable fuel. This allow by then import committe
finances keep in county, thus

increase general

8 000 000 000

TOTAL INVESTMENT
COSTS
2449 987 790

economic level. Also, for biomass cluster activity
warrant require high work force, especially non-
qualification, amount, then solve problems in poor
regions, when prevail long term unemployment and
life from state committed allowance. All this areus
local demand orient cluster, and that essentially
change general cluster conception perception.

In comparative indexes analysis reflect similar
trends — indicators is much higher neither require
minimal norms (Table 2).

Table 2:Biomass cluster economic analysis comparative irdors

ENPV 1.844.850.355
ERR 9%

B/C 1,841
ARR 7,5 %

Because ENPV index calculation usable social
discount norm, ENPV is significantly less. B/C irde
is almost twice high neither recommended meaning,
and ERR meaning indicate, that biomass -cluster
investment project is useful for society both ecoim
and social approach.

Biomass cluster activity raise economic methodology
paradigm shift is evidence, that to cluster crowded
business subjects can have high benefit for country
economic development. Receiving huge financial
benefit cluster affect local market, because the#

local resources and technologies, so changing all
country import size. Both financial, and economic
cluster benefit is evident, and they assist evaluat
adjust financial and economic analysis methodss Thi
indicated, that on purpose evaluate cluster benedit
only cluster partners but also country, requirencfea
methodologic instruments such that these demoaestrat
universal cluster activity influence. It evidenteat
economic methodology paradigm shift assert biomass

cluster influence for society evaluation, who shHzev
then unused resources usable economic benefit.

Conclusions

Biomass cluster is specific cluster form, who
orient to inside energy demand satisfaction and use
local renewable fuel and technologies. Biomass
cluster distinguish, that all cluster subjects sear
each other, ant it warrant, that all basic processe
doing the fastest way, and additional value is
constantly create. Cluster encourage better gross
domestic product growth, enlist capital investmint

energy sector, and encourage local technology
practice and development.
For biomass cluster research require

methodology comprise from two parts. In first part
evaluate economic characteristics for separatemegi

who let evaluate investment to biomass cluster
activity opportunities. Second part evaluate
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investment to cluster activity. Investment diveot t evaluate cluster influence for society. Cluster can
new biomass burning mechanisms and supply andform large economic benefit using yet waste
fatigue implements. Benefit is financial approach, considered fuel and reduce long term unemployment
indicative cluster benefit for members and economic in less developed regions. Because all economic

approach, who show cluster activity benefit for
society and country.

Cluster benefit ways for cluster members
concerned with opportunity sale locally fuel ground
production heat and electricity, also availabledjign
better expendable new production potential. But
mainly methodologic changes apparent, when
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ACHIEVING STRATEGIC AND SUSTAINABLE COMPETITIVENESS BY USING THE
STAKEHOLDER IMPACT ANALYSIS — THEORETICAL ASPECTS

Claudia OGREAN

Abstract

Competitiveness represents a moving target forbarsyness, and a dynamic indicator of its stratggicformance; there
is nothing new here. But, the globalization procasd the increasing complexity of nowadays contisiyochange the
architecture of the global system; myriads of staltders add new social and environmental valenodhe challenges
businesses have to deal with — in their searchctompetitiveness. In these circumstances, the nf@rodations of
competitiveness have to change as well, togetharitsiapproach and assessment at business leaglstrategic goal.
This statement is consistent with The 2030 AgendaSiistainable Development (UN, 2015) — that premdhe
partnership principle for achieving its goals anffess significant guidelines for businesses in orte optimally

address them. Transposing the discussion at busiegsl, the stakeholder impact analysis is thasit@t tool able to
strategically align business objectives with soaald environmental concerns, and by doing so teergystically

integrate different stakeholders’ interests and deds, while adding value for the business. Theegfbased on a
theoretical and conceptual approach, the paper atmsadvocate for the leading role that the stakdbolimpact

analysis should play in achieving strategic andainsible competitiveness at business level.

Key words
Competitiveness, stakeholder impact analysis,efiatperformance, complexity, sustainability.

JEL Classification: L14, L21, M19

Introduction accompanying it) that continuously change the
architecture of the global system. Within the newly
emerged “geo-economy ofomplexity (Mayrhofer
and Urban, 2011), -“globalization should be
conceptualized as a series of adapting and co-egplv
global systems, each characterized by
unpredictability, irreversibility and co-evolutio(...)

The global order is a complex world, unpredictable
and irreversible, disorderly but not anarchic” §rr
2005). Under these circumstances, the growing and
concerted pressures towardsustainability — as
(global) concern which “refers tghe long-term
maintenance of systems according to environmental,
economic and social considerations” (Crane and
Matten, 2007) — adahew social and environmental
valences to the challenges businesses have to deal
with in their search for competitivenesBherefore,

the concept oftakeholder— seen a$any individual

or group who can affect or is affected by the astjo
decisions, policies, practices, or goals of the
organization” (Weiss, 2014) - should become
essential in the process of shiftinthe micro
foundations of competitivenesgogether with its
approach and assessment at business level — as
strategic goal.

Both academia and firms have already made
some significant steps on this way, and a growing
body of literature in the field of strategic managnt
has been developed in order to support the

Strongly connected with the idea (and the
existence) of competition, and highly influenced by
(the evolution of) competitors,competitiveness
represents a moving target for any business, and a
dynamic indicator of its strategic performance.
Although the particular approaches of competitigsne
vary (sometimes quite a lot), the literature in tiedd
of strategic management generally converges towards
a common understanding of competitiveness at firm
level. Thus, Ajitabh and Momaya (2004) define
competitiveness as “the ability to compete”, while
Veliyath  and Zahra (2000) consider that
“competitiveness refers to a firm’s ability to mathe
standards of the leaders in its industry (on variou
benchmarks and critical success factors)”; Snowdon
and Stonehouse (2006) are more specific, when
emphasizing that, for a firnfjts measure or score
card of competitiveness is market share and
profitability”, while Johnson, Scholes and Whittington
(2008) go a little bit further when arguing that
competitiveness “is abougaining advantage over
competitors”.

Moreover, a firm’'s searching for (achieving and
maintain its) competitiveness has to be carried out
against the background of tlgtobalization process
(and the cohort of complexities and challenges
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accomplishment of this desideratum; it particularly managementsecondly, Stakeholder management —
emphasizes on the mutual advantages integrative putting the partnership principle to wagrknd thirdly,
practices — such adriple bottom line (Elkington, From stakeholder impact analysis to overall strateg
1999; Fisk, 2010), stakeholder management performance — filing the gapsThe paper then
(Freeman, 2010; Carroll and Buchholtz, 2014 continues by emphasizing its main conclusion and it
corporate social respanbility (Carroll and Shabana, ends with the list of references.
2010; Werther and Chandler, 2Q16r shared value
(Porter and Kramer, 2011; Michelini and Fiorentino,
2012 - could bring to the triptych profit — people —
planet, while providing strategic and sustainable
competitiveness for firms. However, if looking aet
bigger (business) picture, one can see that these
models of good/best practices are rather exceptiona Basically, ‘strategic competitiveness achieved
behaviors, far from being widely embraced by firms.  when a firm successfully formulates and implements
But now, the recently adopted UN Resolution Value-creating strategyH{tt, Ireland and Hoskisson,
Transforming our world: the 2030 Agenda for 2007) The analysis of this assertion rises at least two
Sustainable Developme(N, 2015) could represent ~ Interconnected thorny issues which are of great
a momentum for a turning point in the way firms are Interestfor this paper.
searching for competitivenessbecause: (1). it Firstly, the continuity imperative related to this
promotes thepartnershipprinciple for achieving the process — because “achieving and maintain strategic
17 sustainable development goals (SDGs) and their competitiveness”I{eland and Hitt, 1999) are equally
specific 169 targets, “based on a spirit of streeged important. With this idea in mind: (1). Feurer and

In search of strategic and sustainable
competitiveness — the role of stakeholder
management

global solidarity (...) and with the participatiaf all Chaharbaghi (1994) introdusaistainabilityinto their
countries, all stakeholders and all people* (UNL2)0 “holistic definition for competitiveness” - as
and (2). it offers significant guidelines for buseses “measure which describes the potential of an

in order to optimally address them — through thésSD  organization to maintain or improve its competitive
Compass (2015), which “provides guidance for position in the eyes of its customers and sharehnsld
companies on how they can align their strategies aswhile having the ability to act and react within a
well as measure and manage their contributionéo th changing competitive environment”Fg¢urer and

realization of the SDGs" (SDG Compass, 2015). Chaharbaghi, 1994pand (2). Rothaermel (2015) uses
With respect to firms, Eden and Ackermann the VRIO framework _analy3|s (sayl_n_g that “for a
(2013) postulate that “to a greater extent thabaidy resource to be the basis of a competitive advantage

any other factor to be considered on the (...strategy Must be valuable (V), rare (R), and costly to iteita
making...) journeystakeholdersietermine the ability (). and the firm must organize (O) to capture the
of an organization to achieve its aspirations. vValue of the resource”) provided by the resource-
Understanding and appreciating the significance of based view on the firm — to argue that “only ifranfs
stakeholders comes through an assessment of theManagers are able to answer <<yes>> four times to
stakeholders’ interpretation of the strategic bagrav ~ the attributes listed in the decision tree is gmource

of the strategic future, of the past performancehef in question a core competency that underpins asfirm
organization, and of their own influence on the sustainable competitive advantdgegRothaermel,
organization. These assessments are crucial to the2015).

implementation of future strategic options”. Under But, under the new circumstances defined by
these circumstancethe stakeholder impact analysis increasing complexity (due to the enlarging and
is the decision tool able to strategically aligrsibess deepening of globalization), on one hand, and
objectives with social and environmental concerns, growing pressures towardsistainability (due to the
and by doing so to synergistically integrate difar erosion of social and environmental parameters
stakeholders’ interests and demands, while adding against the background of overall development), on
value for the business. the other hand, firm-level strategies have to be

Therefore, based on a theoretical and conceptual revised, while firm-level sustainable competitivesie
approachthe paper aims to advocate further on for Nas to be refined — in accordance with the new
the leading role that the stakeholder impact arialys 'e@lities and trends dominating the global business
should play in achieving strategic and sustainable landscape orzei-Mitka and Okeglicka, 2015) As
competitiveness at business levelorder to reach its ~ cOmplex adaptive systemsHdlland, 2006) with
goal, the paper will progressively address three Particular behavioral featureGant, 2019 the main
milestones: firstly, In search of strategic and characteristics afiowadays firms could be defined “in

sustainable competitiveness — the role of stakenold €rms of status / existing, dynamics / functionargl
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purpose [/ performance, by connecting the triad
networks — co-evolution — competitiveness — as
moving targets” (Ogreanand Herciu, 2015) for

providing value to the customer; key resourcesetss
(people, technology, products, facilities, equiptnen
channels, and brand) required to deliver the value

businesses and their managers; this kind of approac proposition to the targeted customer; key processes

is able to provide both a comprehensive background operational and managerial

framework and a dynamically focused endeavor,
helping strategists to cope with complexity while
searching for sustainability (in all of its mearsnand
forms).

Considering thatcompetitiveness can be treated

processes that allow
successful companies to deliver value in a way they
can successfully repeat and increase in scale”
(Johnson, Christensen and Kagermann, 2008).

But, the shareholder value centrality of strategist
and strategies (on the expense of “the greater"jood

as a dependent or independent variable: the firstis precisely the one that has determined the isorga
approach looks at competitiveness as driver of a of (both public and private) scrutiny and has drove
firm’s performance whereas the second one considersbusinesses towards losing their legitimacy. Acauydi

competitiveness as outcome of a firm’s competitive

to Porter and Kramer (2011)usiness is caught in a

advantages” (Depperu and Cerrato, 2005), the mutual vicious circle. (... And) “a big part of the probldias

reinforcing of these two dimensions will lead to
strategic and sustainable competitiveness, makiag t
firms’ search for competitiveness to become a never
ending spiral of strategic performancdé/ithin this
framework of analysis, th@rocessof strategic fit
(Grant, 2010) and theutcomeof welfare (Aiginger,
2006) should become fundamental pillars for any fir
in search for competitiveness — because: (1). @& on
hand, “for a strategy to be successful, it must be
consistent with the firm's external environment, and
with its internal environment” (Grant, 2010); arf).(

with companies themselves, which remain trapped in
an outdated approach to value creation that has
emerged over the past few decades”. In order to
overcome this bottleneck, the two authors argué tha
“the purpose of the corporation must be redefined a
creating shared valyenot just profit per se” (Porter

and Kramer, 2011); this new approach of business
“involves creating economic value for shareholders
while also creating social value by addressing
society’s needs and challenges” (Rothaermel, 2015),
because “it is increasingly acknowledged that

on the other hand, “the consensus will soon be that businesses acting as businesses, not as charitable

competitiveness should be defined as the <<ality
create welfare>>" (Aiginger, 2006). This last
statement is leading to the second thorny issisedai
by the definition of strategic competitiveness esqib

at thebeginning of this section.

Secondly, the problem of achieving (and
maintaining) strategic (and sustainable)
competitivenesghrough avalue creatingstrategy —
because quite different perspectives coexists am ho
value is (or should be) created and for whom.
Traditionally, strategic management (literature and

donors, are the most powerful force for addrestieg
pressing issues that vi@ce” (Dess, et al., 2014). The
three ways companies can create economic value by
creating societal value — “reconceiving productd an
markets, redefining productivity in the value chain
and building supportive industry clusters at the
company’s locations” (Porter and Kramer, 2011) —
have the capacity of reinforcing each other while
developing a “virtuous circle of shared value”;
therefore, it becomes clear that, fundamentallyebas
on the idea of reconciliation between business and

practice as well) has emphasized on the idea thatSoCiety up to the co-evolution stage, the policied

“maximizing shareholder valués the ultimate goal of
profit-making companies. (...And...) to increase

shareholder value, managers must pursue strategies

that increase the profitability of the company and
ensure that profits grow.(Hill and Jones, 2013).
Although additions such asf‘course, (...) managers
must behave in a legal, ethical, and socially
responsible manner while working to maximize
shareholder value(Hill and Jones, 2013) — soften
nowadays this kind of approach, it is still domihan

With the “maximizing shareholder value” bottom
line in mind, the business model will, further on,

practices of creating shared value also bring forwa
as prerequisite, thgartnership principle

As a result, “business model innovation” -
referring to: “innovative, unique positioning; a
consistent product and service logic; an appropriat
value creation architecture; an effective sales and
marketing logic; and a profit formula that works*
(Matzler et al., 2013) — or even new business nmédel
such as “the social business model and the indusiv
business model* (Michelini and Fiorentino, 2012) —
able to “deliver both social benefit and businesisie
rely(ing) on five mutually reinforcing elements —

encapsulate “four interlocking elements that, taken embedding a social purpose, rigorously defining the
together, create and deliver value: customer value Social need, measuring the social and businesg valu

proposition (CVP) - a way to create value for
customers; profit formula - the blueprint that de
how the company creates value for itself while

creating the optimal innovation structure, and co-
creating with external stakeholders“(Pfitzer,
Bockstette, and Stamp, 2013)w#l have to occur,
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able to support a paradigm shift in the way of doin
business.

2 Stakeholder management the

partnership principle to work

putting

(in achieving each one’s and everyone’s goals) and
supports the idea of co-evolution (between busagess
and society at large) as key to strategic and
sustainable competitiveness into an increasingly
complex world.

Particularly in reference to the latter kind of
approach,managing for stakeholderassumes that

In between the two rather opposing perspectives «the primary responsibility of the executive is to

of creating value for shareholders and creatingesha
value respectively, thestakeholder management
approach ofmanaging for stakeholdergFreeman,

createas much value as possible for stakeholders
Where stakeholder interests conflict, the executive
must find a way to rethink the problems so that¢he

2007) seems to be a more realistic one — becausejnterests can go together, so that even more \alne

without absolutizing the shareholder value, it take
into consideration stakeholders’ interests, base@ o
more “personal” and “cooperative” relationship than

be created for each. If tradeoffs have to be madg,
then the executive must figure out how to make the
tradeoffs, and immediately begin improving the

the shared value approach. This statement s yadeoffs for all sides. Managing for stakeholdisrs

consistent withFreeman and McVea (2001), which
argue that‘the idea of stakeholders, or stakeholder

about creating as much value as possible for
stakeholders, without resorting to tradeoffs”

management, or a stakeholder approach to strategic(Freeman’ 2007). An integrative and long-term

management, suggests that managers must formulatg,erspective, able to dynamically design and sujtabl
and implement processes which satisfy all and only manage — for the best interests of all the parties

those groups who have a stake in the business. Thej,yolved

central task in this process is to manage and riateg
the relationships and

the complex and ever changing
architecture of the relationships between a company

interests  of shareholders, 4 its stakeholders is therefore essential. tistedes

employees, customers, suppliers, communities and jiself into specific business modelghat“refer to the

other groups in a way that ensures the long-term
success of the firm. A stakeholder approach

logic of the firm, the way it operates and how it
creates value for its stakeholders”, and are “caagdo

environment, relationships and the promotion of
shared interests”. Fully conscious that busineses
not operate in a vacuum — they only exist as lang a

needs still exist and the companies are able to

properly satisfy them — and in the same time timat,
order to successfully survive by continuously meggti

these needs, businesses have to pay attentioreto th

processes and behaviors they develop in relatipnshi
to other stakeholder groups (than their customérs),

stakeholder approach focuses strategists endeavor

towards more “business specific” ends — much more
easier to comprehend and follow than the sharadeval
perspective on businesses.

In principle, stakeholder managemergpresents
“a firm’s strategy for recognizing and respondimg t
the interests of all its salient stakeholddiBéss et al,
2014). But firms’ attitudes toward their stakehotde
could lead to two very different kinds of behavigi).
the so called “zero sum” — in which caghe various
stakeholders compete for the organization’s ressurc
the gain of one individual or group is the loss of
another individual or group” — kind of approachttha
rather leads to frustration and conflicts, spohe t

consequences derived from the choiceSaqadesus-
Masanell and Ricart, 2010).

In order for this approach of stakeholder
management and managing for stakeholders to
become operational and to generate the expected
results, “new types of economic, social, and
environmental partnership are needed. Long-standing
enemies must shift from mutual subversion to new
forms of symbiosis. The resulting partnerships will

snelp each partner perform traditional tasks more

efficiently, while providing a platform from whicto
reach towards goals that none of the partners could
hope to achieve on their owElkington, 1998). This
approach: (1). is consistent withe triple bottom line
agenda which “focuses corporations not just on the
economic value that they add, but also on the
environmental and social value that they add — or
destroy” Elkington, 2004), making companies more
aware of and accountable for (the impacts of) their
decisions; (2). contributes toa*“ redefinition of
corporations to ensure they become major
contributors to sustainability rather than sociada
environmental predators undermining a world fit to

balance between the firm and its stakeholders, and|je jn” (Benn, Dunphy and Griffiths, 2014). In thi

threatens firm’s sustainable competitiveness; &d (
“stakeholder symbiosis, which recognizes that

way, the desideratum of reconciling business and
society (which is increasingly claimed at globzdlsg

stakeholders are dependent upon each other far thei js gpout to find a win-win solution — based anuiti-

success and well-beindDess et al, 2014) — kind of
approach which reflects the principle of partngushi

stakeholder partnerships that mobilize and share
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knowledge, expertise, technology and financial needs of different stakeholders. This tdalps the
resource’s(SDG Compass, 2015). firm achieve a competitive advantage while actisg a

Arguing that “business needs to address its @ 9ood corporate pitizén The ambidgxt_rous ability.
economic, social and environmental challenges (Of the firm and its managers) this instrument is
holistically, and to understand how they can combin Proving (if properly managed) has the vocation to
as positive forces in creating a better world”, and Make it not only credible — from the stakeholders’
subsumed to the idea thatcbnomic growth is only ~ Perspective, but also essential — from the firm's
sustainable if business activities are integratéith w  Perspective. A well done analysis will contributea
social and environmental priorities”, Fisk (2010) first phase, to both the competitive advantagehef t
proposes anintegrative framework for business flrm_ and the w_eIIbelng of its stakeholders, _whlle
which is developed around three pillars: (1). Grepa setting the premises for the next phases — detiyed
sustainable businessdefinedby: profitable growth, ~ the strategic and sustainable competitiveness @f th
investor returns, enterprise partners, good employe firm (through the valorizing of the sustainable
creativity and innovation, business model, effitien Competitive advantage in the field) and the cortiral
processes, competitive advantage; (2). living withi improvement of the relationships between the firm
environmental limits -€onsideringrenewable energy, ~@nd its stakeholders; as the stakeholder impact
replenishing resources, logistics and transpod, @n  @nalysis is embraced by a greater number of firms —
life disposal, waste management, emissions and€ach one considering its own evolving network of
pollution, sustaining diversity, building desigr8)( relationships with stakeholders, the aggregate @tspa
ensuring a fairsociety — taking into account: health it Will generate will contribute to overall straieg
and wellbeing, locality and communitiesducation ~ Performance, while eventually leading to the
and development, relieving poverty, human rights, reconciliation between businesses and society.
safety and security, ethics and governance, privacy In order to properly conduct the analysis, in each
and equality (Fisk, 2010). of the five steps that shape the stakeholder impact

On the other hand, the “<<new reality>> of analysis process (Fig. 1) it is important for maerag
collaborative  stakeholder  relationships” has to carefully examine the threstakeholder attributes
determined Svends€m998) to develop the concept of ~Of power, legitimacy and urgency — considering that
“corporate stakeholder strategleas “mechanism by ‘@ Stakeholder has power over a company when it can
which companies define their expectations and their 9et the company to do something that it would not
commitments to stakeholders. Companies develop Otherwise do; (...) a stakeholder has a legitimad@rcl
these strategies through a rigorous, comprehensive,When it is perceived to be legally valid or othesevi
and interactive process, first by clarifying theinn appropriate; (...) a stakeholder has an urgent claim
corporate values, then by gathering informationuabo ~ When it requires a company’s immediate attentiath an
important environmental forces that need to be response” (Rothaermel, 2015) — and their respective
considered, including information about stakeholder @dditional implications— *first, each attribute is a
interests. These stakeholder strategies definoratp ~ Variable, not a steady state, and can change for an
expectations and commitments, laying out what the Particular entity or stakeholder-manager relatigmsh
corporation wants to achieve and what it intendgato ~ Second, the existence (or degree present) of each
to achieve those goals’(Svendsen, 1998). So, attribute is a matter of multiple perceptions andhi
corporate stakeholder strategies seem to be valuabl constructed reality rather than an <<objective>®.on
precursors of the nowadays approaches that cagitali Third, an individual or entity may not be
on the relationships between a company and its <<conscious>> of possessing the attribute or, if
stakeholders — based on partnership and searahing f conscious of possession, may not choose to engct an
mutual benefits. implied behaviors” (Mitchell, Agle and Wood, 1997).

Given the strategic role of the stakeholder impact
analysis, on one hand, and the stakeholder’s atégb
and their implications, on the other hand, it ressthat
the stakeholder impact analysis is an extremely
challenging endeavor, that needs to successfully

According to Rothaermel (2015)stakeholder integrate sometimes opposed views and other times
impact analysisprovides a decision tool with which  vaguely distinguished perspectives in order to leac
managers can recognize, prioritize, and address theits goals and to fully reveal its potential.

3 From stakeholder impact analysis to overall
strategic performance —filling the gaps
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Fig. 1. Stakeholder impact analysis

+IDENTIFY STAKEHOLDERS

*IDENTIFY STAKEHOLDERS’® INTERESTS

+IDENTIFY OPPORTUNITIES AND THREATS

*IDENTIFY SOCIAL RESPONSIBILITIES

*ADDRESS STAKEHOLDER CONCERNS

Source: Rothaermel, 2015, p. 13

Who are our stakeholders? Basically,
“stakeholders are those individuals or groups who
depend on an organization to fulfil their own goals
and on whom, in turn, the organization depends”
(Johnson, Scholes and Whittington, 2008). Of these:
(a). “primary stakeholders are those who have formal,
official, or contractual relationships and havei@at

and necessary economic impact upon the
organization” (Savage et al., 1991) — category that
brings together a firms’ “owners, customers,

employees, and suppliers (...), its stockholderd an
board of directors” (Weiss, 2014); (b). “secondary
stakeholders are diverse and include those whodaire
directly engaged in the organization's economic
activities but are able to exert influence or dfected

by the organization” (Savage et al., 1991) — catego
that refers to “all other interested groups, sushha

media, consumers, lobbyists, courts, governments,

competitors, the public, and society” (Weiss, 2014)

these circumstances, identifying the most powerful
stakeholders and their needs could be a quiteytrick
job — due, on one hand, to the fact that “a stalkaniy
interest, share, or claim that a group or indivichas

in the outcome of a corporation’s policies, procdedu

or actions toward others” (Weiss, 2014), and, an th
other hand, that “stakes may be based on any tiype o
interest; they are not always obvious; and stakes c
be present, past, or future oriented” (Weiss, 2014)
Thus, the risk of not taking into account signifita
stakeholders is only surpassed by the risk of takin
many stakeholders into account; and both these
situations are undesirable, due to their poterttal
threaten the quality of the stakeholder impact
analysis’ results and its reliability.

What are our stakeholders’ interests and claims?
An organization’s key stakeholders and the natdire o
their claimsare shown in Table 1.

Table 1. An organization’s key stakeholders and theture of their claims

Stakeholder group | Nature of claim

Stockholders Dividends, capital appreciation

Employees Wages, benefits, safe working envirorinjen security

Suppliers Payment on time, assurance of contineledionship

Creditors Payment of interest, repayment of ppati

Customers Value, warranties

Government Taxes, compliance with regulations

Communities Good citizenship behavior such asittharemployment, not polluting the environment

Source: Dess et al., 2014
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Given the very different (and sometimes
conflictual, even within the same stakeholder gjoup
nature of the stakeholders’ claims, on one hand, an
the limited amount of resources generally firmsehav
at their disposal in order to satisfy those claimiisle
reaching their overall goals, on the other handhis
step of the process it is equally important: (@). t
identify stakeholders’ interests and claims throtigh
lens of the three stakeholder attributes (power,
legitimacy and urgency) and their respective
additional implications; (b). to carefully look for
insights from both within and among stakeholder
groups, in search for “stakeholder multiplicity” —
considering: “first, that stakeholder groups somes

or to cooperate with the organization, managery ma
identify supportive, mixed blessing, non-supportive
and marginal stakeholders” (Savage et al., 1991).
Once each relevant stakeholder is identified and
categorized, the firm will be able to search for
particular strategies and behaviors to address
stakeholders accordingly; game theory and its
subsequent strategieBrandenburger, and Nalebuff,
1995 could very well serve this endeavor, while
underlying and enhancing the value of cooperation
(Nowak and Highfield, 2001 Furthermore, particular
attention should be paid to recognizing actual or
potential coalitions of stakeholders, especiallythie

context of “stakeholder activism”, in order to

compete against and sometimes complement each“anticipate and design strategic responses toward

other; secondly, that stakeholders may form stiateg

alliances, or cooperate, to increase the persuasiveThat is because:

power of their combined claim; and thirdly, that
stakeholder’s potential to influence other stakeard
and the organization is often times determinedhay t
particular nature of their role” (Neville and Meru
2006). Iff'when overcoming the challenges of being a
difficult task, identifying stakeholders’ interestsd

their (stand-alone and aggregate) dynamics is also(2).

these groups before or after they form” (Weiss, 201
(1). stakeholder activism “has
become a common occurrence in corporate life and a

genuine managerial issue, as environmentalists,
employees, community groups, human rights
organizations, and charitable organizations

increasingly use a variety of strategies to infaeen
firms' actions (Rowley and Moldoveanu, 2003); and
the groups of ethical consumers, ethical

able: to raise a firm’'s awareness as concerns its employees, ethical investors and so on, and their

position and status, to help it to better underbtidne
nature of the relationships taking place among its

stakeholders, and to properly put things into
perspective for future strategic choices.
What opportunities and threats do our

stakeholders presentBasically, stakeholders could
present both opportunities and threats for a fand it

is the strategist’s job to properly asses thengrier

to valorize opportunities while converting thre&s
opportunities and/or minimizing the negative imgact
of threats upon the organization. In doing that,
stakeholders’ potential to threaten the firm or to
cooperate with it has to be considered based dn the
capacity, opportunity and  willingness to

threaten/cooperate (Savage et al., 1991); therefore responsibilities

“by assessing each stakeholder's potential to tdmea

respective actions and behaviors could signifigantl
threaten a firm’'s reputation and its wellbeing e t
long run, while proving the strong value of
cooperation among their members.

What economic, legal, ethical, and philanthropic
responsibilities do we have to our stakeholdétsi?
generally accepted that Carroll's (1991) model of
corporate social responsibility (CSR pyramid — .

— developed in order “to characterize the firm’sRCS

in ways that might be useful to executives who wish
to reconcile their obligations to their sharehaodder
with those to other competing groups claiming

legitimacy” (Carroll, 1991) - represents the
benchmark in the field of identifying a firm’'s saci
into a holistic manner.
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Fig. 2. CSR Pyramid

PI-]]I.A_\'TRGPIC RESPONSIBILITIES ™
Be a good corporate ciiizen.

Contribute resources to the community;

J.mprme guality of Life.

[ ETHICAL RESPONSIBILITIES ~hy

Be ethical.
Otligation l'ﬂ do what iz wright, just and
fair. Avoid harm.
kY
LEGAL RESPONSIBILITIES ™y
Obey the Law.
Law iz zociety’s codification of wright and
wrong. Play by the niles of the game.

-

-

ECONOAMIC RESPONSIBILITIES

Be prafitable.
The foundation upon which all others rest.

",

Source:Carroll, 1991

More recently, Visser (2010) has developed the governance, societal contribution and environmental
concept of CSR 2.0 / Systemic CSR in order tohfit t  integrity” (Visser, 2010). For Each DNA base/code
model of responsible business he has proposed forthe author has identified a strategic goal (namely:
“‘the new age of responsibility”; the essence of economic development, institutional effectiveness,
systemic CSR relies on the four “DNA Responsibility stakeholder orientation and sustainable ecosystems)
Bases” of businesses (Table 2): “value creatiomdgo ~and key indicators to asses them.

Table 2. DNA Model of CSR 2.0

DNA Code Strategic Goals Key Indicators
Value creation | Economic Capital investment (financial, manufacturing, shdiaman & natural capital)
development Beneficial products (sustainable & responsible go&dervices)
Inclusive business (wealth distribution, bottontlad pyramid markets)
Good Institutional Leadership (strategic commitment to sustainabdityesponsibility)
governance effectiveness Transparency (sustainability & responsibility rejomy, government payments)
Ethical practices (bribery and corruption prevemtigalues in business)
Societal Stakeholder Philanthropy (charitable donations, provision obligoods & services)
contribution orientation Fair labor practices (working conditions, employghts, health & safety)
Supply chain integrity (SME empowerment, labor &ieonmental standards)
Environmental | Sustainable Ecosystem protection (biodiversity conservationc&system restoration)
integrity ecosystems Renewable resources (tackling climate change, rebkevenergy & materials)
Zero waste production (cradle-to-cradle processaste elimination)

Source: Visser, 2010

What should we do to effectively address the Proposed an integrative model of the strategies /
stakeholder concerng® order to address stakeholder actions a firm should follow in relation to each
concerns, Carroll and Buchholtz (2014)have  Stakeholder type (Table 3).
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Table 3. Analyzing Stakeholders and RecommendeatSgies and Actions

Stakeholder Examples of stakeholder | Stakeholder | Stakeholder Strategy / action recommended
type type potential for | potential for
threat cooperation
Supportive Board of directors, somglLow High Involve; take offense, accommodate,
stakeholder employees proact; keep satisfied
Marginal Professional  associationsLow Low Monitor; watch carefully; minimal effort
stakeholder interest groups offense or defense
Non-supportive | Competitors, unions|, High Low Defend; be prepared; guard against;
stakeholder governments, some activist negotiate
groups

Mixed blessing| Employees, clients, High Medium-to- | Collaborate, take offense, partnership,
stakeholder customers high pool resources; keep informed

Source: Carroll and Buchholtz, 2014

But, as Rowley (1997) has emphasized almost
two decades ago, “although focusing on individual
stakeholder relationships is appropriate for cfgsgl
types of stakeholders, this analysis cannot bendei
to predict firms' behaviors because each firm faces
different set of stakeholders, which aggregate into
unique patterns of influence. Firms do not simply
respond to each stakeholder individually; they
respond, rather, to the interaction of multiple
influences from the entire stakeholder set” (Rowley
1997). Therefore, “the key challenge of stakeholder

decision tool able to strategically align business
objectives with social and environmental concerns,
and by doing so to synergistically integrate dfar
stakeholders’ interests and demands, while adding
value for the business. In this light, and advazathe
need for a “business performance revolution”, Neely
and Adams (2000) propose “the performance prism”
to define strategic performance- by considering
stakeholder satisfaction and stakeholder contobuti
as the top and bottom facets of the prism, whike th
strategies, processes and capabilities a firm dpsel

management is to effectively balance the needs of are its three side facets.

various stakeholders” (Rothaermel, 2015), basethon The advantages such an approach could bring are
partnering mentality that involves communicating, indisputable, if considering that, based on the
negotiating, contracting, managing relationships an ynderstanding of “the complex web of exchange
motivating. These different aspects of stakeholder rejationships among different stakeholders, (...) the
management are held together by the enterprisefirm can proactively shape the various relationstiip
strategy which defines what the firm stands for" qrder to maximize the joint value created, and rgena
(Freeman and McVea, 2001). the distribution of this larger pie in a fair and
transparent manner” (Rothaermel, 2015). Moreovetr, i
will be able to lead firms towards (achieving and
maintaining) strategic and sustainable
competitivenesswhile contributing to the emergence
of *“the fully sustainable organizatibn— “an
organization that is itself sustainable because its

Conclusion

The new realities and trends characterizing the
business environment — especially its increasing

complexity and the growing pressures towards ggakeholders (...) will continue to support it. Buis

sustainability — force: (a). firms — to reposition 5159 g sustaining organization because it is Sustai
themselves against their stakeholders and within th ne wider society and the ecological environment

global arena; (b). strategists — to reconsiderrthei (Benn, Dunphy and Griffiths, 2014).

search for competitiveness (in terms of both means Yet. the drawbacks and limitations this approach

and ends). Thus, thestakeholder management - . o PP
could raise cannot be ignored: if not properly

approachwill eventually lead firms to strategic and internalized and managed by strategissmplexity
sustainable competitiveness, while consolidatirairth will not be able to lead businesses to the degjed

vocation as good corporate citizens. In order to " which will “complicate” the relationships amon

achieve these goalsstakeholder analysisan be used stakeholders; on trF\)e other hand, if not repco n'&xedg

to generate knowledge about the relevant actoesso . > . R 9
(business) imperativesustainabilitywill lose ground

to understand their behavior, intentions, intetiefes, against the short term perspective (looking only fo
agendas, interests, and the influence or resotinegs gal . : Persp g only
profits) — which will determine more pressures from

have brought — or could bring — to bear on decision stakeholders. Each one of the above, if happenin
making processes” (Brugha and Varvasovszky, 2000); ™. ' . ' ppening,
will erode the potential of the proposed solution,

therefore, thestakeholder impact analysiss the
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while (re)placing the firm on the coordinates of a
vicious cycle.

In conclusion, the paper brings into discussion
the leading role that the stakeholder impact aimlys
should play in achieving strategic and sustainable
competitiveness at business level. The main
theoretical contribution of the paper results frtm
integrated, multi-level approach that has led uth&o
proposed solution at business level, while the

Literature

Aiginger, K. (2006). Competitiveness: from a damger
obsession to a welfare creating ability with positi
externalitiesJournal of Industry, Competition and
Trade 6(2), 161-177.

Ajitabh, A., & Momaya, K. S. (2004). Competitiversesf
firms: review of theory, frameworks and modé&imgapore
Management Revie®6(1), 45-61.

Benn, S, Dunphy, D.,
(2014).0Organizational Change
Sustainability New York: Routledge.

Brandenburger, A. M., & Nalebuff, B. J. (1995). Thight
game: Use game theory to shape stratelgyvard business
review 73(4), 57-71.

Brugha, R., & Varvasovszky, Z. (2000). Stakeholder
analysis: a reviewHealth Policy and Plannindl5(3), 239-
246.

Carroll, A., & Buchholtz, A. (2014)Business and society:
Ethics, sustainability, and stakeholder management
Cengage Learning.

Carroll, A. B., & Shabana, K. M. (2010). The bussease
for corporate social responsibility: a review ofncepts,
research and practickaternational Journal of Management
Reviews12(1), 85-105.

Carroll, A. B. (1991). The Pyramid of Corporate Bbc
Responsibility: Toward the Moral Management
Organizational StakeholdeBusiness Horizons(34), 39-
48.

Casadesus-Masanell, R., & Ricart, J. E. (2010).mFro
strategy to business models and onto tadticsg Range
Planning 43(2), 195-215.

Crane, A., & Matten, D. (2007Business Ethics: Managing

Corporate Citizenship and Sustainabilitp the Age of
Globalization Oxford: Oxford University Press.

Depperu, D., & Cerrato, D. (2005). Analyzing intational
competitiveness at the firm level: concepts and
measureQuaderni del Dipartimento di  Scienze
Economiche e Sociali, Universita Cattolica del Sacr
Cuore—Piacenza32

Dess, G.D., Lumpkin, G.T., Eisner, A.B., & McNama@&

(2014). Strategic ManagemenfNew York: McGraw Hill
Education.

& Griffiths, A.

for Corporate

of

managerial implications have been discussed above —
in terms of both advantages and
drawbacks/limitations. Future research directions
could envisage: developing of an analytical
framework able to dynamically capture the complex
relationships between the stakeholder impact aisalys
and strategic and sustainable competitiveness;
conducting a series of empirical researches inrdale
test the validity of the proposed solution.

Eden, C., & Ackermann, F. (2013laking strategy: The
journey of strategic manageme®age.

Elkington, J. (2004). Enter the triple bottom lifidae triple
bottom line: Does it all add yd1(12), 1-16.

Elkington, J. (1999)Cannibals with Forks: Triple Bottom
Line of 21st Century BusinessOxford: Capstone
Publishing Ltd.

Elkington, J. (1998). Partnerships from cannibalghw
forks: The triple bottom Iline of 2lsentury
businessEnvironmental Quality Manageme(1), 37-51.

Feurer, R., & Chaharbaghi, K. (1994). Defining
Competitiveness: a Holistic Approadflanagement
Decision 32(2), 49-58.

Fisk, P. (2010)People planet profit: How to embrace
sustainability for innovation and business growltlondon:
Kogan Page Publishers.

Freeman, R. E. (2010%trategic management:
stakeholder approactCambridge University Press.

Freeman, R. E. (2007). Managing for
Stakeholderg[online]. Available:
http://ssrn.com/abstract=1186402;
http://dx.doi.org/10.2139/ssrn.1186402

Freeman, R. E., & McVea, J. (20017 Stakeholder
Approach to Strategic Managemerjonline]. Available:
http://papers.ssrn.com/paper.taf?abstract_id=263511
Gorzer-Mitka, 1., & Okreglicka, M. (2015). Managing
Complexity: A Discussion of Current Strategies and
ApproachesProcedia Economics and Finan@y, 438-
444,

Grant, R.M. (2010)Contemporary Strategy Analysi&/est
Sussex: John Willey & Sons, Ltd.

Hill, C., & Jones, G. (2013ptrategic Management. An
Integrated Approach Mason: South-Western, Cengage
Learning.

Hitt, M., Ireland, R. D., & Hoskisson, R. (200Btrategic
Management: Competitiveness and Globalizatfdoncepts
and Cases. Mason: Thomson South-Western.

Holland, J. H. (2006). Studying complex adaptive
systemsJournal of Systems Science and Complek8{1),
1-8.

Ireland, R. D., & Hitt, M. A. (1999). Achieving and
maintaining strategic competitiveness in the 2Zksituary:
The role of strategic leadershiphe Academy of
Management Executiyg3(1), 43-57.

Johnson, G., Scholes, K., & Whittington, R.
(2008).Exploring Corporate StrategyHarlow: Pearson
Education Limited.

A

24




SOCIALNO -EKONOMICKA REVUE / 04-2016

Johnson, M. W., Christensen, C. M., & Kagermann, H.
(2008). Reinventing your business moddédhrvard
Business RevigW86(12), 57-68.

Matzler, K., Bailom, F., Friedrich von den Eiche®., &
Kohler, T. (2013). Business model innovation: ceffe

triumphs for Nespressdournal of Business
Strategy 34(2), 30-37.

Mayrhofer, U., & Urban, S. (2011).Management
international. Des pratigues en mutationPearson

Education France

Michelini, L., & Fiorentino, D. (2012). New busires
models for creating shared val®nocial Responsibility
Journal 8(4), 561-577.

Mitchell, R. K., Agle, B. R., & Wood, D. J. (1997)oward

a theory of stakeholder identification and salierefining

the principle of who and what really coumdsademy of
management revie\g2(4), 853-886.

Neely, A., & Adams, C. (2000). Perspectives on
Performance: The Performance Pristacus Magazine for
the Performance Management Professiodal

Neely, A. D., Adams, C., & Kennerley, M. (2002he
Performance Prism: The Scorecard for Measuring and
Managing Business Succesdondon: Prentice Hall
Financial Times.

Neville, B. A, & Menguc, B. (2006). Stakeholder
multiplicity: Toward an understanding of the intetians
between stakeholderdournal of Business Ethic86(4),
377-391.

Nowak, M., & Highfield, R. (2011)Supercooperators:
Altruism, evolution, and why we need each other to
succeedSimon and Schuster.

Ogrean, C., & Herciu, M. (2015). A Dynamic Model the
Global Corporation: The Triad Networks — Coevolatie
Competitiveness. In Camillo, A. (edGlobal Enterprise
ManagementVol. I. New York: Palgrave Macmillan US,
pp. 79-96.

Porter, M. E., & Kramer, M. R. (2011). The big idea
Creating shared valuddarvard Business Revie®9(1/2),
62-77.

Pfitzer, M., Bockstette, V., & Stamp, M. (2013)nbvating
for shared valuélarvard Business Revie®1(9), 100-107.

Rowley, T. J. (1997). Moving Beyond Dyadic Ties: A
Network Theory of Stakeholder Influence&cademy of
Management Revie®2(4), 887-910.

Savage, G. T., Nix, T. W., Whitehead, C. J., & Bldi D.
(1991). Strategies for assessing and managing

organizational stakeholdescademy of
Perspectivgs(2), 61-75.

SDG Compass (2015)he guide for business action on the
SDGs. [online]. Available:  http://sdgcompass.org/wp-
content/uploads/2015/12/019104_SDG_Compass_Guide_2
015.pdf

Snowdon, B., & Stonehouse, G. (2006). Competitigaria
a globalised world: Michael Porter on the microemoit
foundations of the competitiveness of nations,aesji and
firms. Journal of International Business Studi8g(2),
163-175.

Svendsen, A. (1998The stakeholder strategy: profiting
from collaborative business relationshipBerrett-Koehler
Publishers.

UN (2015).Transforming our World: The 2030 Agenda for
Sustainable Development [online]. Available:
https://sustainabledevelopment.un.org/post201Stoami
ngourworld

Urry, J. (2005). The complexities of the globEheory,
Culture & Society22(5), 235-254.

Veliyath, R., & Zahra, S. A. (2000). Competitiveaas the
21st century: Reflections on the growing debateutbo
globalization Journal of Competitiveness Studi8€l), 14.

Visser, W. (2010). The age of responsibility: CSR and
the New DNA of businesgournal of Business Systems,
Governance and Ethic5(3), 7.

Weiss, J.W. (2014)Business Ethics. A Stakeholder and
Issues Management Approaclsan Francisco: Berrett-
Koehler Publishers, Ltd.

Werther Jr, W. B., & Chandler, D. (201®trategic
corporate social responsibility: Stakeholders ingkobal
environmentSage Publications.

Management

Contact

Claudia Ogrean, Professor, PhD.
Department of Management,
Administration,

Faculty of Economic Sciences,
“Lucian Blaga“ University of Sibiu, Romania
10, Victoriei Bd, Sibiu, 550024, Romania,
e-mail: claudia.ogrean@ulbsibiu.ro

Marketing and Business

25




SOCIALNO -EKONOMICKA REVUE / 04-2016

ASSESSMENT OF THE PERFORMANCE OF THE MORAVIAN - SIL ESIAN AUTOMOTIVE
CLUSTER C.A.

Hana STVERKOVA

Abstract

In recent years, there have been recording the murabsectorial clusters of firms and their link#twa research and
academic sphere unprecedented prosperity in thelCRepublic. The trend and popularity of clustergdgions are
considered as an important source of competitiveaathge of given locality. In particular, small amtgedium sized
enterprises (next SMES) can in this way overcomertain weakness of this type of business andegfiedlly use of so-
called synergistic effect. Many times, it wasstesl to be SMEs as the foundation of any econarthdy do not have
the necessary economic force. These problems diegrtove specific form alliances — the cluster. Thmpetitiveness
of regions goes hand in hand with support for dusirganizations. Clusters are perceived as moderh well-defined
type groupings of entities from certain industryfaid. The aim of this paper is to evaluate thieaiveness of the
Moravian-Silesian Automotive Cluster c.a. in therBian and Silesian region. The partial aim is engralization of
international methodologies for assessing the perémce of clusters and linking this methodologyhvilte basic
principles of competitiveness evaluation. On piadtiexample will be applied Porter's diamond coneblirwith the
EFQM model and Cluster Management Excellence metbgy. The subject of the research study is theaMian -
Silesian Automotive Cluster c.a. There will also fr®posed basic precautions that should lead to desired
performance level of international excellence @usFor the selection of appropriate proposals Wi used the multi-
criteria decision analysis, to identify those meastthat are currently most advantageous for thstelr.

Key words
cluster, competitiveness, efficiency, BEE modetamMan-Silesian Region.

JEL Classification: M1, M14, M21, L62, F6, R10

Introduction public tenders. These problems can help remove
specific form alliances - the cluster.
The trend and the popularity of clusters in The competitiveness of regions, hence the entire

regions and micro-regions of the Czech Republic are national economy, goes hand in hand with support of
considered as an important source of competitive Cluster organizations that have been supportedngmo
advantage of given locality. The number of sectoria Others, by public funds. The clusters have been
clusters of firms and their links with research and Perceived as the modern and well-defined type of
academic unprecedented prosperity in the Czech groupings entities from certain industry or theldie
Republic has been recording in the recent years. As The existence of clusters has opened the posgibflit
Stejskal (2011, p. 13) has interpreted, the regiona SUpport for these sectors and has increased their
policy objectives has been "balanced regional €fficiency and competitiveness.
development with regard to their economic and $ocia The aim of this paper is to evaluate the
potential." effectiveness of the Moravian - Silesian Automotive
In the case of particular SMEs can overcome in Cluster c.a. in the Moravian and Silesian regitine
this way certain weaknesses of this type of busines Partial aim is the generalization of international
and strategically use of so-called synergistic atffe ~ Methodologies for an assessing the performance of
There comes to multiplying the power of individual ~clusters and linking this methodology with the basi
participating companies from the SME segment and Principles of competitiveness evaluation. In the
mitigation, respectively elimination of some major Practical example will be applied the Business
negatives of their development. Many times it was Environment Evaluation model, so-called the BEE
stressed that SMEs are the foundation of any model, which combines the principles of Porter's
economy, but do not have the necessary economicdiamond (more in Porter, 1990 and Hertog, 2001)
force, high administrative burden acts on them and With the EFQM model (detailed in Hakes, 2007 and
still persists difficult access to capital in margses. ~ Oakland, 2014) and the Cluster of Management
Inalienable fact is the weak positions of SMEs in Excellence methodology (more in Vukamovic, 2014).
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The result of the paper is the evaluation of cluste individual identified activities and focusing on
initiatives in the Moravian-Silesian Region on the activities that add high added value have beeringad
basis of this assessment of its competitivenessto higher business efficiency, as in the Hollow

according to the chosen methodology. There will be enterprise.
also proposed basic precautions that should letiteto The virtual company already has been

excellence cluster. For the selection of approgriat
proposals will be used the multi-criteria decision
analysis (more in Greco, 2006) to identify those
measures that are currently most advantageousnn te
of use at market opportunities and its economic
benefits.

1 Clusters and cluster initiatives.

Business network has considered the
interconnection of complementary businesses, within
the businesses together to create the final prodihet
clusters have been the types of network business,
which has experienced in the past ten years with a
significant expansion. They can cooperate on the
research and development to create common logical
solution by the distribution network, also as tlfiera
sales service in the situation where they remain
independent businesses (Pavelkova, 2009). The
networking for business growth should be strategic
and focused on the specific thing. Not everyone can
help to move business forward, but everything oan b
driven by the intention to grow the business.

The networks, respectively the clusters, have
been primarily intended for the clustering and
networking of the small and medium-sized companies
in order to support the growth of their
competitiveness. It is necessary to remember thés o
very important fact. In connection with the genlgral
perceived opinion, that these small and mediundsize
companies have been the backbones of the Czech
respectively the European economies. It is esddatia
mention the reasons, why these companies have bee
looking for business networks. These reasons has
described Kolgak (2004) - the primary reasons for
the creation of business networks have been theedes
of companies to achieve an increase in the value of

products, cost-sharing, or competitive forces
reduction.
Therefore, in connection with the network

business has been discussed the formation of the so
called Hollow and virtual businesses at meetings.
These businesses have focused their processes o
activities that add a high added value. This typaro
enterprise, respectively the Hollow enterprise Nako
(2005), interprets the company, which is broken mlow
into sub-bundles, with its own potential, leadsato
condition - the so-called enterprise management, or
intra business. The earmarking and outsourcing of

businesses that join together to collaborate fretye

on clearly defined period of time, to ensure eripti
orders or to achieve certain goals. Synek et @112

p. 246) define the virtual enterprise as "phenorhena
specific forms of corporate networks, namely dyrami
networks, because they have set up temporarily and
changes its structure in relation to the problems,
which has been the sort of structure formed ad-hoc
and temporary.” The business network in the form of
clusters has been often also referred as the kexical
sectorial group of companies and it is importargde

all their specifics, including their understandifgthe
current economic environment.

"Principles of economic states that industries
often have been locally concentrated and gain
significant benefits from externalities, such as
economies of scale and "knowledge spill-overs”
arising from these concentrations." (Studenikova,
2011, 62 p.) The interconnectedness, especially
industrial enterprises by Marshall has brought
"localization economies" and as their primary reaso
for establishing have been the natural conditiarthé
form of climate, mineral resources, soil, etc.

There are many definitions of clusters, among the
most concise definition include Porter’s definition
when he says that the Clusters have been geographic
concentrations of related industries and associated
institutions. The agglomeration of related economic
activity has been the central feature of economic
geography. The cluster definitions have been groups
of industries related by skill, technology, supply,
demand, and/or other linkages. This paper has éocus
on the regionally comparable cluster definitiong.(i

the industries that constitite a cluster - e.g.

Biopharmaceuticals - are the same for all regions).
The inter industry linkages have been identified
through the co-location patterns of industries s&ro
regions or with a range of national data available
across industries. The identified linkages havenbee
used to group industries into a set of definedtehss
allowing clusters to be compared across regions.

Another definition, which is important in terms

ﬁ)f the concept of clusters for the purpose of paiger,

is the definition the clusters according to Czeuhst
agency, where the cluster have conceived as "afset
regional affiliated companies (entrepreneurs and
associated institutions and organizations - esfhgcia
tertiary education institutions (universities, egés) -
whose links have the potential to strengthen and
enhance their competitiveness."
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For the purposes of this paper have been

therefore seen as clusters group of interconnectedrepresenting a different way of organizing

entities in a particular sector and in geographic

clusters, which means close ties strengthen andeconomy,

enhance their hence the

performance.

If it necessary to deal with the cluster's
performance, it is essential to perceive the canoép
the cluster initiatives, where "Cluster initiativhave
organized efforts to increase the growth and
competitiveness of clusters within a region, invuady
cluster firms, government or research community.
These initiatives in the last ten years have became
central feature of microeconomic policy linked to
industrial policy, regional policy, for SMEs, FDI
attraction, and research and innovation policies.
"Solvell, Lindgist and Ketels (2006, p. 16)

competitiveness,

1.1 Clusters and their benefits in regional policy

(2014). In this subject, where clusters have been
in
economic activities and the perception of the
there has been often very difficult
demostrated the boundaries of the cluster. These
boundaries of the cluster should be includingiath$,
industries, and institutions with strong ties hontal,
vertical or institutional, as a part of clustervddeen
often classified in different categories of indystind
services.

Czechinvest (2007) has defined the basic
principle of economic development based on a
sequence of innovation - productivity - prosperity,
which is the basis of the process in the relations
between private parties (the business sector amd th
State as the government) and universities. In this
environment has been a cluster called as "Conmgctin
link" between relevant stakeholders.

From the above-mentioned it is clear that clusters
have been currently gateway for clusters, respelgtiv
organizations, which significantly have helped the

The clusters have in the last years become one of yeyelopment of regions and the remarkable featifres

the instruments for promoting of the regional
development and the competitiveness. For this reaso
the clusters have become a part of not only regjiona
policies, but also policies at the national level,
respectively in the Czech Republic, the in the
European Union.

The groups of clusters in the connected

regional policies. This has confirmed the reason of
Kloudova et al. (2010, p. 39), which has identifted
creative clusters as: "A cluster has been very
important for the development of the creative
economy and unites, private and public activitied a
has assisted in the development of a creativeaity
region with the creative idea."

companies that cooperate together to strengthen and

increasing of their competitiveness, including ¢hg
development and support of research, have bedmein t
development and innovation sector. Sélvell, Lingdgvi
and Ketels (2006, p. 20) have confirmed the
hypothesis that functional clusters have been axarri
of the national economic growth and that "clusters
have offered a fertile ground for innovation and
improving the competitive advantage of companies.”
In this context Sdlvell, Lindgvist and Ketels (2006
and Malerova (2014) have given the idea, with aste
three very strong arguments proving the claim ef th
innovation and modernization related directly te th

2 Clusters and their for

competitiveness.

importance

The influence on increasing competitiveness
clusters has been generally indisputable. The basic
economic effect of clusters has been the influgnse
on business competitiveness and regional extension
states. This fact also has indicated Pavelkova9 200
27): "Clusters allow to stimulate the economic gitow
of national economies through increased
competitiveness and performance of businesses,

existence of clusters. In these arguments have beenencouraging innovation, including more efficieneus

the need to reduce technical and economic

of research and development, support for new

uncertainty, the need for constant and continuous businesses attracting foreign investment, incrgasin
collaboration and cooperation between companies andexports and influencing employment in the region."

specialized institutions for the research and
educational institutions, including universitiesnda
finally the need for contact and interaction of the
information exchange for new findings and
knowledge in their respective fields.

The competitiveness of companies has the cluster
derived from competitive advantages. These benefits
have shaped by the activities of the companiekeir t
presence in the market and have been often closely
related to the level of innovation, respectivelyeieof

Generally it is possible to say that clusters have activity of these companies in the field of reshaand
been primarily the concentration of small and mediu  development. The clusters will play a significaoler
enterprises (SMEs) that make up these clusters inas primary actors initiate the process of research,
small and large economies (Stverkova, 2012, development and innovative activities and projects.
Stverkova, 2013). Stverkova (2013) and Mynarzova The important role of innovation has also confirmed
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by Stejskal (2011, p. 28), who has argued that creation of expert discussions and working groups.
innovation is just "the way to increase the "The Czech Society for Quality has added: " The
competitiveness of companies, respectively the ehol EFQM Excellence Model has been a practical,
region and that this process has closely related tovoluntary framework that enables organizations to
research and development and new technologies,assess where they have been on the road to exaxzllen
which have been an important factor in the or have developed a common vocabulary and way of
development of the region." thinking about the organization to facilitate effee

The need to evaluate the performance of clusters, communication of ideas, within the organization and
respectively cluster organizations, has been datlgnt ~ outside, to unify existing and planned initiatiwesile
based on their support of the institutions, puliic ~ rémoving duplication and identify gaps and have
private. According to the fact that clusters haeerb ~ Prepared a basic structure for the organization's
the regional clusters of firms, on the one hand Management system.”
financed from the resources of these businesses and  The Cluster Management Excellence
on the other hand of the institutions in the public methodology has been based on the EFQM model.
sphere, like government agencies etc. This idea hasThe Cluster management Excellence primary
also confirmed Sdlvell, Lindgist and Ketels (2006, objective has had to evaluate the quality of the
83), who have reported the information in the management of the cluster and helps to achieve its
performance of cluster organizations as very international cluster of excellence, respectively
important for institutions that have funded this competitiveness and the competitiveness of its
initiative, whether they by the government agencies  members. Svobodova (2013) has confirmed that this
private companies, mainly: "to be convinced thairth  model currently has placed great emphasis on &dget
money has been used and spent effectively.” change management within the organization,
including the strengthening of its flexibility,
sustainability, risk management and the abilitythaf
organization to prove rationally, systematicallydan
quickly identify opportunities to achieve its

For practical application has been created the development and growth.
new model Business Environment Evaluation model, For the selection of appropriate proposals using
so-called BEE model. The emergence of this model yti-criteria  decision analysis to identify those
has been used widely applied methodology for the measyres that have been selected cluster initiative
evaluation of the competitiveness and assessment Ofcyrrently most advantageous use of market
the clusters. opportunities and economic benefits. For these

Porter's diamond has been a model used as a parpurposes, has most often used the Saaty method of
for the strategic analysis stage of the strategic paired comparisons. In the design of the method has
planning process. The Porter's diamond has describe created the so-called Saaty matrix through which ha
and analysed the environment or branch of the subsequently pairwise comparison performed.

3 Methodology of the research.

organization, in this case the cluster and its nmemb Methodology Cluster Management Excellence
This model identifies the competitive advantage and phas been based on the evaluation of the quality
regarding to Stejskal (2011, p. 47) "identifiestéms management from management, which has considered
interrelated influences by which firms achieve 5 the most important aspect of the activities and
competitive.” In this model, it is necessary todal processes within the cluster, which has affected th
four basic factors: the business strategy, theeSire  efficient achievement of stated objectives. This
and rivalry, the terms of input factors, the demand methodology has been based on the principles of
conditions, and the supporting and related indestri benchmarking. The common standards for excellent

The second model, from which the BEE model cluster management have enabled better mutual
has been created, has been based on the EFQMunderstanding, necessary for transnational codparat
Applied methodology for evaluating the performance between cluster and network organizations. There
of the cluster, respectively the quality of its have been important to promote successful
management has been based precisely on the basiénternational cluster co-operation for the benefithe
elements and principles of the EFQM model. Thi$ fac participating SMEs. The Quality Indicators has
has closed ties between the EFQM model and methodfocused on the cluster organization hosting and
of benchmarking has confirmed Lang (2007, p. 235), operated in the cluster management, not on the
who states: "The quality of this model can be used framework of conditions or a cluster as demonstrate
versatile, self-assessment, evaluation of thirdiggr in figure 1. The item to be managed (the clustar)eh
and as an indicator of the benchmarking. The EFQM to fulfii certain minimum requirements when
Model has promoted benchmarking through the considering the excellence of its management (certa
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minimum size, age, etc.). Quality Indicators hagerb position throughout the region have been trying to
covering the following dimensions: further emphasize regional actors, who has long
1. Structure of the cluster (level 2) striven to link some activities Moravian-Silesian

] . Region with a view to creating significant territdr
g) Typology, governance, co-operation (levels 1 and center in a European perspective. (CSO, 2013)

The region currently has an area of 5,427 square

3. Financing cluster organization management (level kilometers and consists of six former districts aimel

1) o _ 22 municipalities with extended powers. In the oegi
4. Strategy, objectives, services (level 1) there are a total of 300 municipalities, of whickarg
5. Achievements, recognition (level 1) statutory towns, 35 cities and 3 of the township. O

The S|mp||f|ed model called Business the 31. 3. 2010 the region's inhabitants were

Environment Evaluation Model, BEE model, based on 1,247,373, which was the highest state in the regio
the EFQM methodology, the Porter's diamond and the of the Czech Republic. On the 1. 1. 2011, the Etrge
methodologies Cluster Management Excellence had City of Ostrava had 310,464 inhabitants.

been created by the author himself, and it has been At the beginning of the third millennium, it is
captured in the following figure. possible to speak about the Moravian — Silesian

The clusters have been the complex and dynamic region as the major center of culture, social life,
structures as a subject to continuous change. Theuniversity education and business development,
strong clusters can promote economic growth through although it has been long time perceived only as a
leveraging the innovation and business potentiaa of ~center of mining, engineering and steel. It wasedal
region. New employment opportunities, new products “the steel heart of the Republic”. It is a placeevenis
and services, new companies, new R&D activities and @ constant growth of quality of life - improvingeth
new patents can be the result of activities witain ~ State of the environment, improvement of the roads
cluster. A professional cluster management can and rail networks, expanding the housing supplye Th
contribute to a deve|0pment through the projecﬂ; an increased traffic of the region and has increabed t
services that can tap into the cluster's poterifie attractiveness of the region as a tourism destinatn
European Cluster Excellence Initiative, initiateg b ~recent years, the heavy industry has gradually
the European Commission DG Enterprise and replaced the fields of manufacturing; there havenbe
Industry, the developed methodologies and tools to the considerable development services. The
support cluster organizations for improvement their development of business in a free market
Capacities and Capab”ities in the management of environment, the structure of the business hasgehhn
clusters and networks. Being members of the beyond recognition. Many restructured companies
European Cluster Excellence Initiative 13 project have been bought by foreign investors, local
partners from nine European countries - all well Companies operate in the field of information and
experienced in the field of cluster management and innovative technologies, electronics and automotive
Support — have created a uniform set of cluster industries. In addition, in the region there haeerba
management quality indicators and have developed anumber of smaller and larger companies that have
quality labelling system for professional cluster been dealing with both traditional craft discipbneso
management with the aim to get this methodology and high-tech production and hi-tech products.
to proof the quality accepted in the Europe. The Moravian-Silesian Region is a region where
has been the wide application of new investment
projects and where everyone has the opportunity to
develop his potential and capabilities. Presetiigre
have been several differently focused business
incubators (private, university or public) that bav

Moravian-Silesian Region has been established supported the start-ups of young entrepreneurs.
simultaneously with the other 13 Czech regions on 1 Basic data on the GDP in the Moravian-Silesian

1. 2001, under legislation adopted in 2000. It iS Region (Source: Yearbook of the Moravian-Silesian
located in the eastern most part of the Czech Rigpub Region 2015)

(towards the center of Prague is located aboutkB®0 i

as the crow flies). If the region has perceivedigxa- - Population: 1 215 098

regional, located on the border of three countries - GDP at market prices: 398,954 mill.CZK
(Czech Republic, Poland, Slovakia), almost in the _ gpp per capita: 328,114CZK

middle of a European space which is very convenient )

In terms of the Europe, the region has been located ~ Average wage: 23,487 CZK
between Austria, Poland and Slovakia. The power of - General unemployment rate: 8.44 %

4 The basic characteristics of the region - the
Moravian-Silesian Region.
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In the past, the Moravian-Silesian Region had abandoned. They have been owned by the private or
been significant especially in heavy industry, public sector, and already have been still looKorga
particularly engineering, metallurgy and mining. future purpose. These have been several dozens of
These industries have largely affected the charafte large areas, over 10 hectares and hundreds ofesmall
the region quantified the research and developed territories.
capabilities, and then the most of them have been
associated with large companies in these sectbwes. T
region has been standing out even more promising
industry. Heavy industry has been replaced by dield
of manufacturing; there has been a considerable The greater part of Moravian — Silesian region
development of services. Business development in ahas already under Austro-Hungarian Empire become
free market environment has significantly chanded t  one of the most important industrial areas. The or
structure of the business. Many restructured has been the Ostrava — Karvina course, industndl
companies had been bought by foreign investora) loc mining basin, where the industrialization has been
companies, small ones or medium, which has been closely associated with the exploitation of mineral
evident in the field of information and innovative resources, especially high-quality coking coal el
technologies, electronics and automotive industties ~ subsequent development of heavy industry and
addition, in the country, where has been a number o metallurgy. The Region has been the national center
smaller and larger companies has been dealing with of metallurgy, while there has also concentrateal co
the traditional craft disciplines, so-called higith mining almost in the entire production of the Czech
production and hi-tech products. Republic, although there has been a decrease of the

In the point of view, the region has been the only exp_loited. Besides these t_raditional sectors in the
one key of industrial sites of the Czech Republic, r€gion, as well as a promotion of the productiod an
which has caused by the long tradition of companies distribution of glectnmty, gas and waf[er, produntof.
operating in this sector of the economy. In thet pers transport  equipment and production of chemical
years, there have been still experiencing quite a Products and chemical fibers.
significant transformation of industry structureithV Despite the current decrease of heavy industry,
the arrival of major investors in the automotive mining and quarrying has been working (according to
industry, there has been a significant momentum in the Labour Force Survey) in industries almost edthi
the manufacturing industry, rising activity witheth  of the total, i.e. 557.5 thousand employees inonati
competitiveness on the other than mineral or logt-co economy. Another 12.3% of employees have been
resources. There has been an increasing of researclworking at a trade and repairing goods. The average
and development activities, not only from the publi gross wage in the region has been 23.487 CZK. The
sector, but also from the private sector. The tdsag distribution of wages in industries has been simiita
been the development of specialized products, other regions of the country. The highest wages hav
services or technologies with high added valuehen t  been in the sector of information and communication
engineering, IT, electronics, energy etc. whichehav mining and quarrying and financial intermediation,
been exportable worldwide. This case has led to anwhile the lowest wages in the sector of
increase the competitiveness of the region on bagjlo  accommodation and food service.

4.1 Moravian — Silesian region in economic data

scale. To further strengthen competitiveness hss al The sector structure of Moravian — Silesian
contributed the research university centers and region has currently caused many problems that have
collaboration with the local firms. been particularly associated with higher rates of
The Moravian-Silesian Region is a region where unemployment. Relatively the best in this township
has been the wide application of new investment has been Frydek-Mistek — city with high
projects. There have been several differently fedus unemployment rate, compared to Bruntal - city and
business incubators (private, university or pukthgt Karvina - city, which have occupied one of the last

have supported the start-ups of young entrepreneurs places in all the districts in the country. Veryg bi
The domestic and foreign investors have also problem has been the share of long-term unemployed

used industrial areas and industrial zones, whisreh ~ P€ople (over 12 months), the total number of
been located in the region with the average aboutUnémployed persons, which has been significantly
75%. higher in the region, than has been the national

average. The situation in the Czech Republic,
Moravian - Silesian region and few others regions
have been shown in the next Table.

The territory of Moravian-Silesian region have
been registered a large number of brownfields. &hes
places have been in a different mode, use or éntire
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Table 1: The situation in the Czech Republic, Moraw - Silesian region and few others regions

Czech Moravia-Silesian | Prague region Olomouc region South  Boheria
Republic region region
The reglon(os/o)share of GDP 100.0 08 24.9 47 5.2
GDP per capita (CZK) 388,771 325,965 816,350 29,3 330,759
Disposable income of
households per capita (CZK 195,859 175,550 257,725 175,438 183,665
Share of un?or/?)ployed persons 746 9.80 5.03 8.82 6.20
Unemployed job applicants | - g5, g1 4 83,877 43,499 38,990 27,645
(persons)
Long-term (over 12
months/persons) 237,165 42,277 16,567 17,635 9,382
The number of entrepreneurs
per 1000 inhabitants 180 384 190 214
The Moravian - Silesian region has been - the reliable and technically knowledgeable

supported from 90 industrial zones, preparing the
documentation and possibly the construction of
infrastructure. They have been looking for thesgezo
under very favorable conditions for suitable invest

These have been significant and promising areas,

possibly with the objects that have been in alpeets
ready to launch the investment projects. The Manmavi
- Silesian region has been an extremely high sugiply

workforce,

- the quality secondary and higher education.

This region has had in the Czech Republic a long
tradition and experience in strengthening the
competitiveness of regional industries through telus
cooperation. This cooperation of the Moravian -
Silesian region (also in the whole country) haselas
on a sector association of businesses, universihds

suitable sites for business purposes, whether anresearch and development institutions in the Czech

industrial zone (11), development areas (13) or
brownfields (1). All these sites have been regester
and regularly updated by the Agency for Regional
Development.

The Moravian - Silesian region has been a region,
where have applied a lot of new investment projects
Presently, there have been several differently dedu
business incubators (private, university or pubigt

Republic that have been institutionalized in thenfo

of cluster organizations. The purpose of these
organizations has promoted the development of
various sectors through joint projects in the field

business cooperation, marketing, human resource
development, and last but not least, research,
development and innovation. But in recent years, it
has cleared that the Moravian — Silesian region has

have supported the start-ups of young entrepreneurs been the suitable place for the establishment and

For new ventures can all, domestic and foreign,
investors also use existing industrial parks and
industrial zones, which have been located in the
country and several, which have been fulfilled in
average of about 74%.

The structure of the business in the region has

development of cluster organizations, notably tgtou
developed industry, extensive educational
infrastructure and initiatives supporting reseaactul
development. Nowadays, there have been 9 cluster
organizations:

The Safety & Security Technology Cluster has

been dramatically changed for more than 20 years of based on the vision of concentration of financiad a

business development in a free market environment.

Industrial production focused exclusively into spse

of heavy industry has muted. The enterprise in
Moravian - Silesian region will have in the future
best conditions for its development:

- the strategic position of the region in the triang|
between Poland and Slovakia,

- the excellent starting position for the transport
connections towards Eastern Europe,

- the production facilities,

- the quality technical infrastructure,

human resources to the Moravian - Silesian region;
order to take advantage of the infrastructure and
potential of the region. The cluster has focused
primarily on the activities in the field of resehyc
development and innovation, marketing and
promotion, strengthening the links between members
and supporting activities leading to effective rirag

and development of the cluster member staff.

The IT Cluster has focused on ensuring the
human resources, joint marketing activities and
creating the potential new solutions for innovatiVe
projects.
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The ENVICRACK Cluster has focused on
research activities in the field of renewable sesrof
energy, focusing on the use of waste.

The Moravian - Silesian Automotive Cluster c.a.
has aimed to develop the automotive industry in the
region, in order to ensure lasting competitivenefss
local suppliers for the automotive industry in the
Czech Republic and abroad.

The Moravian - Silesian Energy Cluster has
aimed the energy achieving of self-sufficiency lie t
region. They have supported the research and
development of new technologies in the field of

have been currently 12 cluster organizations
(Czechlinvest, 2015). The oldest has been the Nadtion
Engineering Cluster, based in Ostrava (founded in
2003, originally Silesian Engineering Cluster) ahe
youngest has been the Green Horizon Association
Cluster (founded in 2011), based also in Ostravh wi
dealing the treatment waste for reuse.

For the previously outlined analysis has elected
the Silesian Automotive Cluster. The Moravian -
Silesian Automotive Cluster c.a. (hereinafter nefdr
as MAK) has founded in 2006 to promote the
innovation, increased competitiveness and export

energy and environment with emphasis on the usageCapabilities of interconnected companies, busirsesse

of renewable energy sources. The promotion of
energy savings and involvement in the creation and
update of the energy policy of the state has baen i
this case essential.

The Moravian Silesian Wood Processing
Cluster has focused on supporting the developmfent o
the timber sector in the region, which has the iobi
to become a major supplier and exporter of timioer a
innovative components for timber structures and
buildings.

The Moravian - Silesian Tourism Cluster has
aimed to the creation of the competitive tourigfioa
by coordinating tourism activities, communication
with the public sector, involving the promotion of
tourism and service innovations in tourism.

The National Engineering Cluster has aimed to
the building of a highly prestigious modern
engineering base that is ready in terms of human
resources. The technology and innovation in the
creation has supplied chains in strategic projémts
the energy industry, transport and construction
industries on a global scale.

The Moravian - Silesian Forest Cluster has
focused on the influence of the Moravian-Silesian,
Zlin, Olomouc and South Moravian regions in the
field of forestry and timber industry. The missioas
been to create the conditions for the utilizatidrao
existing production and development potential ia th
aforementioned areas of the Czech Republic.

5 Basic characteristics of the Moravian - Silesian
Automotive Cluster c.a.

The Moravian - Silesian region has had in the
Czech Republic a long tradition and experience in
strengthening the competitiveness of local indestri
with cluster cooperation. The cooperation has based
on the industry association of businesses, uniessi
and research and development institutions, which
have been institutionalized into the form of cluste
organizations. In the Moravian - Silesian regidmere

and institutions in the region. The foundation loé t

company in the beginning, has especially sought to
build a common identity firms in the cluster. Theag

has been the formation of confidence and positive
attitudes towards the automotive industry and the
entire region. The main objective has been the
development of the automotive industry through

industrial  businesses, secondary schools and
universities and scientific research institutions.
(MAK, 2015)

The mission of the cluster has been the creation
conditions and promoting competitiveness members
for sustainable development of the region. Theowisi
of the cluster has become an integrator companies,
educational and research institutions and other
stakeholders, whose activities support in the
development of the automotive industry in the ragio

The values of the cluster:

People, their knowledge and skills,
Collaboration based on trust,
Innovation and Flexibility,

Mutual benefits (MAK, 2015).

Sustainability benefits for the cluster members
has currently actively developed and provided
innovative approaches through coordination teams
that have focused on the following:

Developing human potential - working team
Human Resources Development (education and
development competencies).

Developing and supporting development
activities, testing and metrology - working team
for Laboratories and Testing (product testing and
supporting for innovation)

The development of trade and cooperation -
working team for Trade Relations (savings funds
and opening paths to new markets).

The first steps have included a study that has
mapped the automotive industry in Moravian-Silesian
region. Declared benefits for members of the cluste
have been following:
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- Cluster has developed and supported innovative have led to the identification of a wide range of
projects, processes and products with added products demanded services, the existence of
value. international relations as potential for the depeatent

of export activities. In the area of the related an

supporting industries there have existed potemtial

_ .. synergic effect from interdisciplinary networking

- Companies have had a better chance of obtaining requirements, values and goals, increasing poisgibil
assistance co-financed by the Structural Funds \yith cooperation with a wide range of businessat an
and other. institutions including the region. It has been jast

- Promoting civic association members and MAK rough outline that has helped outline the basic
at home and abroad. parameters.

- Member of the cluster has got easier, faster and The presented results have selected from a larger
usually free information from management setof data and results and have aimed to the dauum
cluster, support from institutions and members and support of the newly created model. The
that have as a separate company gained or Moravian - Silesian Cluster has founded in Septembe
acquired very seriously. 2006, and at that time has had 22 members. Based on

the age of the cluster can be today identified the

maturity cluster. It has been demonstrated that the
majority of cluster organizations have achieved

- Cluster has increased the voice and power of
small and medium businesses.

- Cluster has been working closely with state
organizations:

* The Czech Invest, www.czechinvest.org excellence and have founded in 2002 - 2006. It has
* The Ministry of Industry and Trade, been in the period of the establishment of the
WWW.Mmpo.cz, Moravian - Silesian automotive cluster falls.
* Regional Office of the Moravian - Silesian The legal status (civil association, today only the
region, www.kr-moravskoslezsky.cz, Association) has been the most common form of a
« The Regional Development Agency legal clusters form in the country.
www.arr.cz, It has currently 66 cluster members, in the
« The Association for the Development of the category of educational, and other 8 members have
Moravian - Silesian region, been classified into categories of R & D and 11
WWW.msunion.cz. members has included into other categories, as
follows:

TIER 1 10 members,
TIER 2 12 members,

TIER 3 12 members,

The first step in the application of BEE model - T|ER 4 13 members.
had been the analysis concerned the business
environment. There have been analyzed internal
factors as strategy and structure, processes and
performance of the cluster, the next important sp
been analyzed in the mezzo environment, including
the related and supporting industries, demand
conditions and rivalry, cooperation. In this stdgere
have been identified the underlying factors with an
impact on the activity of the cluster and its ieffice

6 Brief description and analysis of data (selected
areas)

If it should be focused on the aspect of financial
resources in Silesian automotive cluster, thereehav
been pumped 53% of public funds, 27% from private
sources, and 20% from their own resources.

When analyzing the usage of regional growth
potential, there have determined approximately 20%
of the number of changes in cluster membershiglin 2
months. The 35% of the value of the ratio have
on the development in the competitiveness of its determined for the number of cluster members to the

surroundings. In terms of input factors there have total number of potential regional cluster members.

been the geographic location, the specialization of Based on the results, it is possible to conclude th
higher learning and concentration of scientific ClUSter despite the relatively long period of existe,
research and the development activities, the outflo Where it is essential to seek the potential cotigtan
of skilled workers for better employee conditions. ~ 1OF its development.

the areas of strategy, structure and competitidhimi The analysis has studied other corporate
the clusters had been identified as factors relesed governance cluster. Based on the results, it isiples
reserves in investments, foreign competition and to conclude the administration and managementeof th
opportunities in creating new innovative produats a  cluster at a strong level.

gaps in the aspects of cooperation within the etust In the area focusing on the technology
The analysis of demand and the external environment development and transfer information cluster has
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performed many activities that have implemented by
each working group. The purpose of these working
groups has been the implementation projects, n.e. i
2014. The automotive without borders - and through
individual projects have implemented the stratefly o
the cluster - see above. From this perspective, the
cluster has achieved the results at a very highl.lev
Among the individual cluster members for regular

exchanges of information, there has been a strong _

support for the exchange of experiences. Also is th

area have been achieved very good results. The larg ~

extents have led to the wusage of modern
communication technologies. Human resources
development has not declared the strategy of the
cluster, but it has been also continuously
implemented. The results have been noticeable ynainl
in the field of cooperation with academic sphere.

Based on analyzes of the internal and external
environment of the cluster have been identified the
key environmental factors. The analysis has based o
the identification of factors, continuing to jusgtifis
the factor identified in scales of internal andeeral
factor. They have determined the importance an
behavioral strategies in the factors and have edeat
matrix.

Within the application of multi-criteria of a
decision-making, as the first step in the decision-
making process,
establishment of the criteria and the weight ofirthe
importance. The method has been used for the
pairwise comparisons using a nine-point scale (Subr
2011, p. 174). The calculations weighting of the
criteria had been subsequently used within the
structure of the final table with the results otideon
analysis  with respect to the proposed
recommendations. Based on the results of the pilot
survey and consultations with experts in the clsste
field, there has been as criteria based form multi-
criteria decision analysis selected this criteria:

d

financial expenses,

time costs,

consistency with the strategy,

impacts and benefits,

complexity of implementation.

For the formulation has been used the concrete

there has been evaluated the

Targeted support cooperation between cluster
members.

Strength and stabilization of the membership
structure of the cluster.

Creating a concept plan for financing cluster.

The concept of the satisfaction monitoring of
cluster members.

Stabilization of cluster membership structure.

Increased cross-border cooperation
neighboring regions.

For the pairwise comparisons have been used
range between 1 - 9 and the weighting of each.6.- 0
The pairwise comparisons have been performed on
the above criteria (i.e. determining the strategytie
period 2015-2020, creation and development of
products and services, targeted support cooperation
between cluster members, strength and stabilization
the membership structure of the cluster, creating a
concept plan for financing cluster, the concepthef
satisfaction monitoring of cluster members,
stabilization of cluster membership structure,
increased cross-border cooperation of neighboring
regions). These have been compared in terms of five
basic areas of the financial expenses, time costs,
consistency with the strategy, impacts and benefits
the complexity of implementation.

In the criterion of financial expenses have been
the following areas selected as priority: strengytial
stabilization of the membership structure of thestdr
and the concept of the satisfaction monitoring of
cluster members. In terms of time consumption has
been following areas selected as priority: the ephc
of the satisfaction monitoring of cluster membend a
increasing cross-border cooperation of neighboring
regions. The third area, the impacts and benefits,
which has been chosen as a concept plan for fingnci
cluster and targeted support cooperation between
cluster members. In terms of compliance with the
strategy has appeared the crucial determining ef th
strategy for the period 2015-2020, the concept of
financing. Last part has aimed to the complexity of
implementation, there has been chosen the conéept o
satisfaction monitoring the of cluster members.

The results of the evaluation of the biggest
benefits of highest priority has assigned the

of

recommendations of AHP method, which has implementation of the recommendations out of the
decomposed the problem into individual sub problems strategy for the period 2015-2020, followed then by
and then worked individually with each evaluation the targeted promotion of cooperation between
criteria. The criteria (recommendations) had been members of the cluster concept and the satisfaction
chosen as follows (an excerpt): monitoring of cluster members.

Determining the strategy for the period 2015- During the general assessment in the condition is
2020. it possible to interpret the findings on the quyaéind
Creation and development of products and performance of the cluster. The cluster has beem in
stabilization phase. Looking still for potentials t

services.
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strengthen the membership base, strengthenhave a broad membership base, which have created an
relationships with partners and member institutions efficient network of entities with the formed
and seek to select latest potentials at regional leas synergetic effects. It is therefore necessary that
been in this case essential. In terms of finanessskt management of the cluster has been seeking the
the income structure suitable for sustainable fogpdi  potential new members - an increase of 10 to 20
of the cluster. It has been necessary to form iieBv bodies in one year, which wil be a positive
in area of products and services portfolio for merab  contribution for the cluster. It has been also salbie

and the nearby cluster. On the basis of the arsalhas the increasing of an internationalization in thesbgr
been the need of strengthen activity in the area of activity within 6 months. The good thing on the
development cooperation, especially communication, funding has been the updating of the financial m&n
and streamline the process of transfer of inforomati the cluster; the creating of a new concept forlstab
followed by the data and experience. It has beso al and sustainable funding of the cluster. The redmsmn
appropriate to consolidate the international refei been the ability to secure long-term funding of the
by developing other international projects. Weaklkt pa cluster and its positive impact on the strong
of the cluster has been the level of media preienta  foundation and development.

of the cluster and its activities. It is advisable to monitor the satisfaction of
Based on the analyses has clearly showed thecluster members. The need to create a survey, an
recommendation of regularly monitoring the implementation plan, the evaluation method and
individual elements that has affected the perfomean schedule regular updates of the members satisfactio
of the cluster, not only with one or a few selected The streamlining collaboration, increasing the
methods, just on the basis of a comprehensive satisfaction of cluster members can be more effecti
approach. There has been proposed BEE model, thecooperation with the cluster management members
Business Environment Evaluation model, which have and between members themselves.
included both the parameters and objectives of the Proposed recommendations will lead to the
Porter's diamond, followed by the characteristisd a  geyelopment and strengthening the performanceeof th
objectives of the EFQM model and the nature of the ¢|yster.

Model Cluster Management Excellence. The performance evaluation of clusters and

individual companies involved in cluster initiats/e
Conclusion has been possible to use a simplified model - Bssin
Environment Evaluation model. The advantage of this
model has linked three main methodologies for
assessing the performance of cluster. The cluster
model of Management Excellence, the EFQM model,
and the Porter's diamond have been essential. Anoth
positive aspect of this BEE model, Business
Environment Evaluation model, can be the effective
usage of the cluster initiative itself, also thdivdual
players of initiative cluster. There has been onthe
ways to assess the performance of cluster inigativ
and their members without hard financial indicators
The weakness of this model has been the same as at
the other models, i.e. the subjectivity analysid re
asymmetric information. These two weaknesses can

In the context, the increasing global competition
and the pursuit of each company have achieved the
highest performance, it has been important to find
competitive advantage. The end can also occur
through cluster initiatives and streamlining the
functioning of the sector. Businesses have expused
global pressures of globalization and the need to
evolve has had a great effort to maintain competiti
advantage, which is absorbed by the market. One
option for gaining competitive advantage has
therefore involved in the cluster. The successful
cluster initiative has enhanced the performance of

participating enterprises and has driven an economi prevent the plugging of objective evaluators to

development across sectors and regions. 9 . )
_ _ . process the applications of the Business Envirommen
The first recommendation has been concerning gyajuation model.
the strengthening and stabilization of the membprsh

structure of the cluster. Excellent cluster initias
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UNION INTERNAL MARKET IN THE CONTEXT OF NEW BLOCK E XEMPTION
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Abstract

This paper deals with the question of public supfor small and medium-sized enterprises (SMEghéncontext of
present development on EU internal market. The citthis article is through an analysis of selectepects of public
support for SMEs to characterize and identify it through the prism of modernized state aidsuhethe European
Union (EU) with special emphasis on the area of memeral block exemption regulation. The articleufges on state
aid for SMEs in European Union Member States inoed@ance with Commission Regulation no. 651/2014irgta
certain categories of aid compatible with the im@rmarket in application of Articles 107 and 1(&lwe Treaty. Special
attention is given to certain categories of aidIWIEs in revisited General Block Exemption RegutaBBER) which
discharges EU Member States from the commitmemiotify to the European Commission a number of stéte

measures. The analysis covers the period from 292814.
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Introduction

A significant precondition for economic growth
and development is a dynamic business development.
Entrepreneurship is an essential factor for
competitiveness, because of new business projects
increasing competitive pressures, which are forced
other firms to react in the form of increased ééficy
or introducing innovation, thereby strengthening th
competitive power of the whole economyftii(kova,
Stverkova, Humlova, 2012). Small and medium-sized
enterprises have a significant role as engines of
economic and social development too (§gkicka,
Mynarzova, Kaa, 2015). Business support in the
European Union therefore focuses on small and
medium-sized companies, which are considered the
backbone of national economies (Jinger, Mynarzova,
2009). The intent of public support for these
enterprises is to provide support to processesrigad
to increased competitiveness of enterprises, legatdin
increased competitiveness in the municipal, redjona
national, European and global level within the
framework of sustainable development (Haviernikova,
2014; Zebrokova, PelleSovéa, 2014).

Union legislative framework considers state aid
as generally undesirable and incompatible with the
principles of the internal market, and thereforeyth
are, with few exceptions, forbidden by EU law
(Svoboda, 2011). Although the long-term constancy
of the overall prohibition of state aid in Uniorma

with EU approach to public support developing,
particularly in relation to the economic situatioithe
European Union and its Member States (Daski,
Barcik, 2014). The last economic and financialisris
has increased pressure on Member States to
implement measures that could be contrary to the EU
competition rules. This crisis has also caused an
increase in demand for stronger and robust
government role in stimulating economic growth and
a substantial burden on public budgets of the Membe
States (Pravni raddce, 2014). In these circumstances
European Commission launched a reform of the state
aid rules. Nowadays, the EU is in the process ef th
application of these new state aid rules in
programming period 2014-2020. Correct application
of state aid rules becomes crucial because these ne
rules are necessary not only to aid financed from
national sources, but they are also an important
condition for the drawing from European Structural
and Investment Funds (UOHS, 2014a).

1. European Union competition rules of public

support

So that governments to make minimum disturb in
the internal market, and hereafter competition, the
European Union is seeking from the beginning of
integration process in its primary and secondary
legislation to protect competitive conditions and
decrease state aid to enterprises (Kubatova, 2013).
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Roots of public support rules are unchanged sihee t
signing of the Treaty establishing the European
Economic Community (Treaty of Rome) in 1957. The
rules for the control of state aid are contained in
Articles 107 to 109 of the Treaty on the Functignin
of the European Union (TFEU — Lisbon Tready)the
present time. According to current EU legislatitre
concept of state aid is adapted in Article 107,
paragraph 1, which statesAny aid granted by a
Member State or through State resources which
distorts or threatens to distort competition by
favouring certain businesses or production of derta
goods shall, if they affect trade between Member
States, be incompatible with the internal market,
unless the Treaties provide otherwise European
Union primary law does not prohibit state aid, tis
regarded as incompatible with the internal market.
Primary law does not consider all state aid
incompatible and provides a large area of aid ftioen
scope of Article 107, paragraph 1 absolutely or
conditionally exempted. The second paragraph of
Article 107 TFEU states the cases of state aid¢chvhi
are automatically excepted from mentioned general
prohibition. There are three types of state aidcia"

aid character; assistance for the recovery fromadgm

caused by exceptional occurrences and aid to thedefined
economy of certain areas of the Federal Republic of modernization:

Germany affected by the division. The third parpbra
of Article 107 TFEU lists the types of state aidtth
may be considered compatible with the internal

approach to changes in secondary treatment was by
the early 90s of the 30century rather case report
approach (Mynarzova, Ka, 2015). In the last
decade, however, this is an area in which in Ed is
significant political progress, to which it respend
with new regulations and their ongoing revisionisisT
caused situation where, unlike traditionally espgaolus
concept of the prohibition of state aid to the ativ
sector, was rather more appropriate to talk ablogit t
legal regulation of conditions of authorization
granting state aid on the basis of their assesshent
the European Commission (JankvikuSova, 2013).
The requirements of the Strategy “Europe 2020”
played an important role in determining the direcs

of state aid in the EU. According to their expeotad

the EU Member States had these priorities: reduee t
level of aid relative to GDP, reduce state aid Wwhic
has potential to decrease competition, reoriertbsalc
aid to horizontal and regional aid and change the
forms of state aid from passive to active tools
(Stepniak-Kucharska, 2013). On 8 May 2012, the
Commission presented its Communication titleded
“State  Aid Modernization”, announcing a
comprehensive reform program of the existing
instruments concerning state aid contf@bmmission
three goals of state aid process of
foster growth in a strengthened,
dynamic and competitive internal market; focusing
enforcement on cases with the huge impact on iakern
market and streamlined rules and faster decisions

market: a) aid to promote the economic development (European Commission, 201ZJhe purpose of the

of areas with extremely low standard of living and
high unemployment; b) aid to promote the execution
of an important project of common European interest
or to remedy a serious disturbance in the econdmy o
a member state; ¢) aid to facilitate the develogroén
certain economic activities or areas, without aselyr
affecting trading conditions to an extent which Vebu
be contrary to the common interest; d) aid to primo
culture and heritage conservation, if it does rifsica
trading conditions and competition in the Uniorato
extent contrary to the common interest, and other
types of aid that may be specified by decisionhef t
Council to the Commission’s proposal. State aids,
which automatically are or may be considered
compatible with the internal market under those
exceptions, must be pre-notified to the European
Commission. Exceptions listed in EU law can be
categorized as:general exceptions(Article 107,
paragraph 2 TFEU)jndividual exceptions(Article
107 Sec. 3 TFEU)block exemptior(General Block
Exemption Regulation no. 651/2014)ad hoc
exceptions established by the Courd@iticle 108,
paragraph 2, subparagraph 3 TFEU).

Can be argued that the legislation of provision
and control of state aid and its development ditl no
belong to the priorities and the Commission's

innovative legislation in the field of state aid is
rigorous and focused control of state aid, which
should improve the functioning of the internal neirk

through more effective policies aimed at reducing
distortions of competition, maintaining equal terms
for individual market operators and struggle with
protectionism (Okgglicka, Mynarzova, Kaa, 2016).

2. State aid modernization in European Union by
prism of block exemption

The European Commission adopted one of the
key legislative instruments for the provision ohtst
aid, and the EU Commission Regulation no.
651/2014, which in accordance with Articles 107 and
108 of the Treaty declaring certain categoriesidf a
compatible with the internal markein 21 May 2014.
From 1 July 2014 this regulation replaced the
Commission Regulation EC no. 800/2008 in
accordance with Articles 87 and 88 of the EC Treaty

! Rules are defined separately for the agriculturatasein EC
Regulation (EU) no. 702/2014 and for the fisheriesd a
aquaculture sector in Commission Regulation (EU) no.
1388/2014
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declaring certain categories of aid compatible it Considering the main objective of this article, the
common market (i.e. General Block Exemption following research hypothesis has been put forward:
Regulation). The basic benefit of using this exicept H1: State aid awarded under block exemption

European Commission and a relatively lower including risk capital is becoming the main legainf
administrative  problem (Mynarzova, Stverkova, of state aid in the European Union.

2015).

o 2.2 Block-exempted aid in European Union and
2.1 Description of research and methodology evaluation of GBER — empirical approach

For this research authors used some of the  Taple 1 highlights the development of individual
fundamental methods of the scientific research to zid block exemption in the Union in the period 2008
obtain information necessary to the complex systemi 2014, By the analysis of the data presented in this
processing of the topic. The authors predominantly taple can be concluded that public aid granted unde
used methods of qualitative research but quamiati  pjock exemption shows an increasing trend. During
method too. The basic research methods include the period 2008-2014 the aid intensity for the EU-2
except literature review, method of analysis and (resp. EU-28 since 2013) amounted to 2.6 times,
comparison too. Concerning the establishment of which in 2014 reached a total of 27,16 billion EUR.
General Block Exemption Regulation in the EU in \jthin the reference period, with the exception of
2008 was chosen period 2008-2014. In this artide W = 2012 and 2013, were dominated by means of aid for
primary used statistical data processed by the regional development. Aid for SMEs including risk
European Commission. The full impact of the new capital in terms of volume was the second largest
GBER, which came into force from 1 July 2014 take jtem, till 2010. This item for the entire period is

action from 2015. During the processing of thisggap  gradually reduced, from 3 367,5 million EUR in 2008
unfortunately data for 2015 was not available. to 1 606,9 million EUR in 2014.

Tab. 1. Categories of Block-exempted aid in EU retperiod 2008-2014 (millions EUR)

2008 2009 2010 2011 2012 2013 2014
Regional development 4416,4 7673,7 6925,9 6506/1 1382 | 6181,6 9776,1
Research and development including39,1 1256,2 14275 2060,5 28375 3257,0 5014/4
innovation
Environmental protection and energy,6 691,6 729,0 5376,9 7685,7 8152,2 7720,1
saving
SMEs including risk capital 3367,5 3208,1 2171,2 9092 1904,6 1643,2 1606,9
Employment 1547,4 1308,8 14224 1363,6 1503,2 8656, 1656,0
Training 853,1 922,8 763,3 850,8 1049,6 759,0 573,4
Culture : : : : : 16,7 407,0
Promotion of export and 0,0 : :
internationalisation
Heritage conservation 0,2 0,0 0,0 )
Social support to individual consumers ) : : :350,9
Other : 0,0 0,0 1.1 3,0 1,4 52,9
Total 10331,3 | 15061,3| 13439,3 18149, 211975 2M66[27157,5

:=not available

Source: (European Commission, Statistics, 2016)

The new regulation applies for state aid in all notifications into the modernized system of block
economic sectors, except those explicitly excluded. exemptions. The most essential new categories
The scope of the GBER has been extensively include: aid for culture and heritage conservataid,
widened. It now covers almost all categories of for broadband infrastructure, aid for sport and
exception in Article 107(2) and (3). The European multifunctional recreational infrastructures, aidr f
Commission built-in a relatively wide range of new local infrastructure, support innovative clustersd a
areas that had to be dealt with in the past through process or organizational innovation or support for
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urban development. The maximum permissible aid
intensity for several types of aid was raised. Many
limits for notification of individual amounts of ate
aid have also been raised (Phedon, 2014).

Among the important changes the new GBER can
be included: simplification of the rules for the
evaluation of the incentive effect of the aid, nigitig
the definition of a firm in difficulty, adjustmermf the
maximum aid intensities, increased absolute
thresholds for application of the block exemptian,
tightening of possible sanctions by the European
Commission in accordance with the conditions of the

GBER, the introduction of the threshold for a

mandatory evaluation major support programs and the
introduction of a number of incremental changes
within specific rules on certain categories (MMR,

2015).

Graph 1 shows the development of block-
exempted aid in the European Union in the period
2008-2014. For the entire period, with the exceptio
of 2010, there was increase in block exempted aid.
Conversely, aid to SMEs including risk capital et
period gradually decreases.

Graph 1. Block-exempted aid in European Union indfperiod 2008-2014 (millions EUR)
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Source: (European Commission, Statistics, 2016)

Due to the European Commission should go in
the future on the most frequently used legal titfe
public support within the Union. The original
regulation covered about 60% of all aid in the

European Union. The Commission estimates that Category named“Aid to SMES

2011 2012 2012 2014

Rlock-exemted aid

activities of SMEs, new regulation therefore exesmpt
specific categories of aid when they are granted in
favour of small and medium-sized enterprises. is th
subsection we focus on these selected categories.
include SME

about 3/4 of original state aid measures and 2/3 investment aid (Article 17), aid for consultancy

amounts of aid will be exempted according to the
revised GBER (Euroskop, 2014a; Bucci, 2014). Block

exemptions should in future become the most used enterprises participating

legal title for the state aid and European Comroissi
assumes their applications up to 90% of the stiate a
measures through the European Union.

(Article 18), SME patrticipation in fairs (Article9)
and a new aid for cooperation costs incurred by
in European Territorial
Cooperation projects (Article 20). On the basis of
these provisions, SMEs can benefit from public
support of up to 7,5 million EUR (see table 2).

Another important category, which is intended for

2.3 Aid to small and medium-sized enterprises by Small and medium enterprises is “Aid for access to

prism of new GBER

finance for SMEs”. These companies often have
difficulties in obtaining capital or loans, givemet risk
averse nature of certain financial markets and the

The European Commission recognises the main jimited collateral that they may be able to offEheir

role that small and medium-sized enterprises phay i

limited assets may also restrict their access to

the economy, on the other hand that they are jhformation, new technology and potential markets.
threatened by a series of market failures. SMEs Tpe European Commission considers that the

represent 99% of all businesses in the Europeangeyelopment of the venture funding and improve
Union. To enable the development of the economic
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access for small and medium-sized companies with means to relieve the identified market failures &md
market capitalization of the venture financing eeey enable private capital. Category titled “Aid forcass
important for the Union economy in general. EC has to finance for SMEs” involves: risk finance aid
created a flexible framework for granting state t&id (Article 21), aid for start-ups (Article 22), aitb t
SMEs at every stage of their development (including alternative trading platforms specialized in SMEs
growth phase), allowing them to innovate - to preeno  (Article 23) and aid for scouting costs (Article)24
new products and ideas and create new jobs. If Table 2 points the threshold of the various tydesd
mentioned aid for the provision of venture finagcin  and the aid intensity.

these companies properly directed, can be an efiéect

Tab. 2. Specific selected categories of aid to $raatl medium-sized enterprises in revised GBER

Category of aid Threshold value The aid intensity
(million EUR)
Aid to SMEs
Investment aid to SMEs 7,5 shall not exceed 20 % of the eligible costs indhse of

small enterprises; max. 10 % in the case of medium-
sized enterprises

Aid for consultancy in favour of SMEs | 2 shall not exceed 50 %
Aid to SMEs for participation in fairs | 2 /year

shall not exceed 50 %

Aid for cooperation costs incurred f 2
SMEs participating in  Europea shall not exceed 50 %
Territorial Cooperation projects
Aid for access to finance for SMEs
Risk finance aid 15 10 % of the risk finance provided to the eligik
undertakings prior to their first commercial sale any
market; 40 % referred to in paragraph 5 (b); 60fihe
risk finance for investment provided to eligible
undertakings mentioned in paragraph 5 (c) and|for
follow-on investments in eligible undertakings aftee
7-year period mentioned in paragraph 5 (b)

e

Aid for start-ups not defined the amount of aid provided for each undertaking| in
Article 22, paragraph 3, 4 and 5 GBER

Aid to alternative trading platform| not defined the amount of aid provided for each undertaking| in

specialized in SMEs Article 22, paragraph 3, 4 and 5 GBER where the
platform operator is a small enterprise

Aid for scouting costs not defined shall not exceed 50 %

Source: (Commission Regulation (EU) No 651/2014;RAII015)

In the past the European Commission carried out 70 % financed by own resources. Mandatory
the amount of state aid of 1.5 mil. EUR per yearsfo  participation of private investors is still requdréo
single company but the new rules establish thaupid  ensure that the aid will only serve to attract new
to 15 million EUR per year for one company may not investors than fully replace private funding. The
go through an assessment of the compatibility ef th  minimum contribution of private investors is among
aid (Euroskop, 2014 b). In accordance with these ne 10 - 60 % depending on age and risk of the
schemes rules laid down in the GBER may be notified corporation (it was 50 % in non-assisted areas3ihd
to the Commission. This permits easier distributdbn % in assistegreviously).
aid and reduce bureaucracy. Nowadays exists a wider  Graph 2 shows the development of state aid

range of possible financial instruments to betdiect expenditure by objectives in 2013 and 2014. Item

market practices, but also the phase and the inelsist  “S\Es including risk capital” recorded slight inase
in which the individual company operates. The new (224 million EUR).

rules eliminated the obligation that the company wa
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Graph 2. State aid expenditure by objectives in 2@hd 2014 (millions EUR)
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Source: (European Commission, State Aid Scorebpaid, 2015)

Conclusion activity of enterprises, while their provision htse
potential to distort competition and affect trade
between Member States, came to an end. The purpose
of this reform of state aid was not only to stinela
economic growth and competitiveness of the internal
market, in line with the Europe 2020 strategy, ddab

the rationalization of law and accelerating decisio
making processes in matters of public support
(Mynarzova, 2014). Appropriate application of the
new rules is necessary not only for financing thit a
from national sources, but they are an important
condition for the withdrawal of Structural and

This article discussed selected aspects bfigu
support for SMEs in European Union in the contdxt o
the most comprehensive overhaul in the history of
state aid control. The aim of this article was tiyio
an analysis of selected aspects of public support f
small and medium-sized enterprises to characterize
and identify its trend through the prism of modeeai
state aid rules in the European Union with special
emphasis on the area of new block exemption
ciste aid 15 SMES of the basi of iho implomenting !MVeStment Funds in the period 2014:2020 too. Only
regulations, adopted by the European Commission in time aT‘d expenence will teII' if state aid modeatian
2008 and 2014 on state aid provided under the W'" prmg S|gn|f|can't'benef|ts. But we can already
General Block Exemption Regulation (Commission identify the first positive effects of new Ieglst_a‘l on
Regulation no. 651/2014 stating certain categavfes thi volgme.ofthstaltze aid for S”?a” and medium-sized
aid compatible with the internal market in applicat enterprses in the uropear.1 nion. _
of Articles 107 and 108 of the Treaty), which reles The research hypothesis was generally confirmed.
Member States from the obligation to notify to the Block-exempted aid in EU-28 in the period 2008-
European Commission a number of state aid 2014 amounted to 2,6 times. As a result of the new
measures. GBER measures, whose impact is fully reflectedesinc
2015 can be expected that state aid awarded under

The process of modernizing the rules governing block exemption is becoming the prevailing legal

the provision of public funds aimed at the economic
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form of aid in the European Union. The innovative, position, including not only SMEs from seed/stgut u
broader GBER allows for more types of aid to be and expansion stages but also SMEs in later growth
exempted without notification. Almost all categsrie  stages. For better coordination with market prastic
of exception in Article 107(2) and (3) are covered and for the funding to the needs of eligible SMis,
nowadays. The new GBER should cover the limit of annual funding tranches of 1.5 million EUR
overwhelming majority of state aid measures to be has been replaced by an overall limit of fundind.6f
granted by EU Member States: according to some million EUR per enterprise. The scope of possible
approximations, 3/4 in terms of number and some 2/3 instruments and funding systems has also been
in terms of aid amounts. extended - including equity, quasi-equity, loansl an

As pointed out in the text, the amount of statk ai guarantees, to better reflect market practices.ne
provided to small and medium-sized enterprises sk finance rules are focused on enhancing the
within the block exempted aid, in the period 2008- incentives of private sector investors - including
2014 gradually decreased. Regarding to SMEs, they institutional ones - to invest and increase themding
can profit from any category of state aid covergd b actlvme_s in the_ area of small and medium-sized
the GBER.In addition, the category of aid, designed €nterprise financing.
especially for small and medium-sized enterprises,  The object of supporting undertakings from public
covers investment aid, aid for consultancy services funds should be to strengthen the global and lengt
aid for participation in fairs and a new aid for competitiveness of enterprises and stimulate basine
cooperation costs incurred by SMEs participating in activity. State aid should be an instrument for
European Territorial Cooperation projects. Based on implementing state economic policy and should be
these provisions, SMEs can profit from public suppo based especially on horizontal aid, in particular
of up to 7,5 million EUR. supporting the development of SMEsmay be stated

To allow EU Member State to raise SME's access that the process of modernization of state aid in
to finance, the revised GBER covers a much wider European Union presented in this article complying
range of enterprises, irrespective of their gedgjcgh with those criteria.
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THE IMPORTANCE OF SOFT SKILLS IN LEADERSHIP

Silvia MIKESOVA

Abstract

The most successful leaders have not only masteckdical skills, they’ve also mastered soft sklsmmonly known
as people or interpersonal skills, soft skills liketivation, empathy, building morale, and mainitagnrelationships are
key to a leader’s success. Although a certain degreanalytical and technical skills is a minimusguirement for
success, studies show, that emotional intelligemz soft skills may be a key feature that distisiges great leaders
from those average ones. The paper deals with ileetdinks between emotional intelligence and perfance of the
organisation as well as the measurable resultshi telationship Our intention is that the managers in practice will
know which competencies they should focus, andpalsd to the ever-increasing need for organizasgiom address soft
skills. The level and quality of education and etipe has long held a leading position as a criverifor the success of

the work of managers. Who knew, had the knowleadgdytical and logical thinking skills, as if he svaredestined to
hold various functions and positions and assennbelves and had their career progression assured.

Keywords

Emotional intelligence, leadership, motivation, feemance, soft skills.

JEL Classification: M12, M13, M14

Introduction

That people are the most valuable assets that
companies have, is still the current idea thathat t
time of its birth, highlighted the importance ofeth
human factor and nowadays it gets an even deeper
meaning. It focuses attention on the potential of
people, their attributes and their better and more
quality exploitation. The level and quality of
education and expertise has long held a leading
position as a criterion for the success of the wairk
managers. Who knew, had the knowledge, analytical
and logical thinking skills, as if he was predestirio
hold various functions and positions and assert
themselves and had their career progression assured
Soft skills were even denied as considered being
ineffective in the work of a manager. Nowadaysit i
not enough to have just theoretical or expertise
knowledge. One must know how to communicate
with different types of people, influence and matas
them, or enter into disputes between workers and
cope with stressful situations. It is emotional
intelligence that brought a new way of thinking abo
the ingredients of success in life. Emotional
intelligence is essential to all forms of relatibips,
especially those in the workplace.

1 Emotional intelligence

Psychologist and author Daniel Goleman first
brought the term "emotional intelligence" to the

general public. In his research on nearly 200 large
global companies he found, that truly effective
leaders are characterized by a high degree of
emotional intelligence (Boyazits, Goleman, Mickee,
2016). Without it, a person can have a first-class
education, a penetrating mind and an endless supply
of good ideas, but they will still not be a gresader.
Analytical and technical competences usually help t
overcome the threshold of approach to a certain job
and are therefore necessary for us to be abledp ke
this job. The top managerk) is around 110 — 120.
They can be found in a group of people with above-
average intelligence and the intelligence itselfl wi
not prevail. Therefore, the success becomes
dependent on the social skills (Goleman, 2016).

Emotional intelligence (El) is the ability to
understand and manage one’s own emotions and
emotions of those around us. People with a high
degree of emotional intelligence can explain what
their feelings mean and how these emotions can
affect other people. For managers, the emotional
intelligence is the essential competence for sscces
(Ahmed, 2014). After all, who has a better charce o
success - a leader who yells at his team when it is
under stress, or a leader who has things alwaysrund
control and calmly evaluates the situation?

Daniel Goleman (Goleman, 2006) carried out an
extensive research of emotional competenciessin hi
study, he summed up five essential emotional and
social skills that we have illustrated in the foliag
picture.
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Figure 1: Emotional Intelligence Model

Self-
Awereness
L Self-
Motlva_tlon;’ Regulation/
Passion Management
Emotional
Intelligence
Social
Empathy Skills
Source: Own elaboration
The higher the level of these competencies the Social reality and practice also causes

manager achieved in each area, the greater theehan
of success they have in their work.

2 Emotional intelligence and its role nowadays

Figure 2: Trends in leadership

Classical approach

* power

* authority

* reactivity
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* competition

* tradition

» strength of the individual
* hierarchy

Source: Own elaboration

It is the realization of these changes that the
managers need at all levels of management. The
higher we go in the enterprise hierarchy, the more
important the emotional intelligence is. The high-
performance managers differ from their less
successful colleagues exactly in the competencies,
which are based on the emotional skills. For top
managers they make up 85-90 % of their job profile
(Boyazits, Goleman, Mickee, 2016).

transformations in this way in the work of managers
Those who want to be effective today, must change
the following in the organization

New approach

» effect

» authenticity

* proactivity

* flexibility

* trust

*cooperation

* innovation

» strength of the team
* partnership

Emotional intelligence has, in a working group,
an impact on behaviour. The level of the individual
components of the emotional intelligence of the
manager, affects the response of employees, their
moods, values, expectations and goals (Goleman,
2015). Therefore, it largely leads to the influengcof
the overall management process and to the work
success.
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3 Emotional intelligence in leadership

In the past, the emotions were associated with
the idea, that the expression of such a charatiteris
does not belong to work and one should control thei
emotions, as they show weakness and instability. It
was believed that the focus on the role was thg onl
way to improve the efficiency. Today, however sit i
not so. It is necessary to work professionally and
the same time, control emotions so that leaders can
avoid conflicts and ensure smooth communication.
Keeping emotions under control does not mean
ignoring them or on the contrary, escalating them
because it can lead to stress (Goleman, 2016). It's
about understanding them and about the constructive
expression. Emotions that are used positively @an b
very inspiring and motivating for others.

Self-awarenesdf a manager is self-aware, they
are oriented in their feelings and states, and know
how these feelings may affect the people around
them. Being self-conscious also means to haveaa cle
idea of their strengths and weaknesses. Such a
manager behaves with humility, can assess their
possibilities and abilities, use intuition and &dth
self-confidence, and self-assurance (Goleman, 2015)

Self-control: Before anyone else, the manager
has to manage himself in the first place. Our
emotions are fuelled by the set of biological
impulses. These impulses are beyond our controél, bu
the resulting emotions are not. A manager who is
able to handle immediate impulses will never attack
others verbally, will not make an emotional degisio
Self-control is to have everything under contraol. |
also includes such features as reliability, respect
ethics, a sense of fair play, diligence, abilityatbapt
to changes, quickly recover from emotional stress.
Manager who has that competence well developed,
can maintain a fair environment in a team and its
productivity is very high. Self-control is a
competitive advantage, strengthens integrity.
(Boyazits et al., 2016, Goleman, 2015)

Motivation: Motivated managers have the
tendency to achieve objectives and the quality of
work much higher. Motivation is an internal drive;

is the ability to be able to inspire themselvesval

as others on behalf of objective achievement
(Goleman, 2006). The manager must be able to
convince colleagues in a team to achieve goals, to
introduce them to them as attractive and realistic.
They must encourage commitment and positive
approach to things and events.

Empathy: Empathy is a key component of
emotional intelligence, as for the manager it has a
decisive influence to successfully lead a teamthad
whole organization (Goleman, 2016). Manager with
the ability to empathy to the feelings, needs and
interests of other people, the ability to look lEhgs
through their eyes and from a different point awj
leads their employees more effectively (Ahmed,
2014). This way a manager can gain respect artd fait
in the team and can show he cares for employees. In
a wider context this includes feeling for the iet&s
of the organization, the ability to use and develop
diversity, focus on internal and external customers
and to stimulate personal development and growth of
employees.

Social skills: Managers who have this
competence highly developed, are excellent speakers
and ca communicate well. They can both listen and
express their views. They are also open to negative
news. They bring their team on their side, they are
passionate about things. These are the abilities to
work in a team, influence, communicate, manage
conflicts, build strong and lasting relationshipsla
ties in the workplace (Boyazits et al., 2016).

The mentioned components of emotional
intelligence are becoming the key to an excellent
working performance. These components are to a
greater or lesser extent, reflected in the value of
organizations, which realize that just such marsger
are a guarantee of performance and success.

Daniel Goleman (2006) prepared a model, which
heavily emphasizes the importance and power of the
emotional intelligence. The latest version of this
framework consists of a 2x2 matrix, which organizes
the 18 competencies. The model is simple and
concise.
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Table 1: Matrix of the emotional intelligence

Awareness

Management

Self Awareness
Emotional Self-awareness

Self Management
Self management

Accurate self-ssessment Transparency
Self Self-confidence Adaptability
Achivement Orientation
Initiative
Optimism
Social Awareness Relationship Management
Empathy Inspirational Leadership
Organizational Awareness Influence
Social

Service Oreintation

Developing Others
Change Catalyst
Conflict Management
Teamwork and collaboration

Source: Goleman, 2016

Being emotionally intelligent consists of 18
competencies in four areas - self-reflection, self-
management, social awareness and relationship
management.

Although the level of 1Q is largely inherited, the
emotional intelligence can improve up to 40 yedrs o
our life, as stated by Boyazits (2016). Regardtdss
whether someone is an innate leader or not, most
people can enhance their working efficiency and
improve EQ.

First of all, one needs tnow themselvesknow
their strengths and weaknesses. Self-knowledge is
extremely important. It is important to provide
feedback to the colleagues, because it acts as a
motivator and by using it, we can develop or change
the behaviour of the subordinates. The key to the
development is not to be defensive, but to provide
any feedback and see an opportunity to grow in it
(Goleman, 2015).

On the other hand, it is necessary to heek-
reflection, when we recognize our mistakes and
understand them as an opportunity to improve. Error
however, should not be an exercise of self-criticis
but an opportunity to address our weaknesses and
focus on the strengths (Goleman, 2015).

Strive for empathyis essential when working
with people. A good way to be empathetic, is tarbe
the shoes of others and avoid estrangement. For
example, a colleague has been unproductive fortabou
a week. After talking with him, you realize, that is
devastated by the loss of the cat. Although somgbod
may not an animal lover, we have all experienced a
feeling of loss and therefore we can draw from this
experience and show empathy.

4 Emotional contagion and emotional climate

"When my mind is full of anger, other people catch
like a flu"

Goleman, 2016.

Whenever people communicate, their brains and
bodies respond to the feelings of those around.
Goleman explains that emotional contagion is
happening all the time, including interactions at
work. When a team leader in a good mood, the group
builds on that feeling and their performance
increases. If the leader is in a bad mood, the mrou
feels it and their performance suffers. The leader
(eventually the most powerful member of the team)
sets the emotional tone for the others in the group
The workers grow with the emotions together, not
only in that moment, but also in the memories that
they will create. People remember the negative
moments with superiors more than the positive ones
(Boyazits at al., 2016).

When radiating negative emotions, the manager
in the eyes of employees "a bad boss". Moreover, th
manger can later regret the actions done undessstre
or anger. Psychologist John Gottman led an extensiv
research on relationship dynamics (Goleman, 2015).
His advice for the managers is to wait 20 minutes a
keep oneself aloof from the situation. This is tihee
during which the body can process the hormone
washed away by anger and one can "cool down" and
makes rational decisions. The researchers Sigal
Barsad and O'Neill from the Wharton School at the
University of Pennsylvania, specialize in the stodly
emotional contagion and its impact on organizations
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They propose ways how leaders can manage
their emotions and create a positive emotionalcalt
in their teams. It is important to be aware of thei
own moods and work effectively with it. One way to
do this is to change your facial expression, as Dr.
Barsad states, because our facial expressiondsman a
affect our emotions (Barsad, Oniel, 2002). A
deliberate smile leads to a feeling of positive
emotions, too.

Each individual has emotional energy and the
level of emotional intensity varies from an indivad
to an individual. Emotional energy is triggereddy
event. Professor Ahmed believes that these three
components are used in order to achieve the desired
level of performance (Ahmed, 2014). His research
shows that the use of emotional intelligence careha
a positive impact on the enterprise performance. We
tried to illustrate these ideas graphically.

Figure 2: Impact of El on the enterprise performaec

Emotional
Energy

Emotional
Intelligece

Triggerin
g Events

Emotional
Intensity

Positive
Outcome

Neutral
Outcome

Negative
Outcome

Source: Ahmed, R. M., 2014se Emotional Intelligence to Succeed at the Wade[online]. Working Paper No. 1.

Aviable: http://url.ie/sr98.

The desired performance results in a team
therefore depend on how well the manager transmits
their emotions to individual workers and how they
understand them. Orientation in their emotions
represents an analysis and control of triggers,
regulation of the intensity of the emotion and the
amount of emotional energy that is used in a given
situation (Ahmed, 2014). Understanding this process
leads to success in achieving the desired results.

Managers often refuse the role of feelings, but
research shows, that they should pay attentiohdo t
emotional climate at work. Emotional climate, which
is grown in an organization is often evident. Based
the research of Barsad and O'Neill (2002) we c&n sa
that emotions affect the work performance of
employees and the whole organization. Some
businesses directly mention components of the
emotional intelligence in their final report. Thea
researchers also found that it is good to create a
positive psychological space from that physical.one
For example, an office, in which there are
employees” photos from the common shares hang. It
is associated with playfulness. Google Company is
also proud of its entertaining decor and furnitanel
creates an appealing atmosphere. Based on simple
gestures manager can create an attractive working
environment for their team.

5 Emotional intelligence and performance

Research shows that emotional intelligence has a
strong impact on organizational performance. Sanofi
a French pharmaceutical company focused on the
skills of its workers employed in the field of
emotional intelligence. Their latest annual revenue
has increased by 12 % (Jennings, Palmer, 2007).
After Motorola taught in their employees in a fagto
and increased their EQ, the productivity increasged
more than 90 % (Bruce, McCraty, 2003).

Emotional intelligence increases organizational
performance for several reasons. The most
fundamental one is the ability of self-awareness of
the managers. If the manager is not interested in
understanding their behaviour and motivation, it is
impossible to understand their colleagues. The lack
of self-reflection can frustrate the ability to riki
rationally and apply technical skills.
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How to increase performance?

The good news is that emotional intelligence can
be learned. Companies can see a difference in their
performance just by the fact that the managers are
aware of their own feelings and the feelings okeosh
and were able to establish better relationships. A
higher level of emotional intelligence will also be
reflected in the labour deployment of the team.
Proposals to increase emotional intelligence are as
follows (Ahmed, 2014, Goleman, 2016):

- First of all, a manager must identify their
strengths and weaknesses by asking for feedback
from their co-workers. 360-degree feedback is
an ideal way to develop self-awareness.
Looking at oneself can also be obtained by
observing other people's reactions to one’s
behaviour. It is important not to blame others for
their reaction, but ask oneself what you could
have done differently.

- Get a coach who will offer honest feedback on
the behaviour of the manager.

- Pay attention to negative emotions and take
responsibility for them. For example, if the
manager is frustrated that people in the team sitill
do not understand what he meant, although they
explained it already three times, ones needs to
take responsibility. Doing the same thing and
expect different results is Einstein's definitidn o
insanity. The manager must explain it otherwise.
Not to change the result, but change the
methodology.

- The manager should watch his team, its thinking
and emotional state of its members. They should
address potential problems constructively.

- Be empathetic and try to understand how others
feel. Not compare them with their own way of
thinking and feeling. Own similar experience
should be used and empathy shown.

- Have the courage to admit mistakes and learn
from it is all right.

- Encourage open communication through
listening. Workers in the workplace will be more
open if it is of your interest in them.

- The manager should take time to thank to their
team for their efforts and celebrate success.

- We illustrated the process of increasing
emotional intelligence in the following scheme.
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Figure 3: The process of increasing the emotioratelligence
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Conclusion

After 80 years, the importance of the emotional
intelligence changed dramatically. We would argue
that this competence penetrates every level of
individuals and the entire organization and shdéd
considered as a hidden resource that largely afthaet
performance of the organization. Empathy is esakenti
to all forms of relationships, especially thosetlie
workplace. Nobody wants to work for a man who has
messy emotions. An effective manager must carry out
all forms of emotional intelligence on a daily ksasi
Companies should deal also with emotional
intelligence more when selecting employees, not
merely with the technical one. It is easy to push t
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THE RELATIONSHIP BETWEEN SOCIAL ORIENTED CORPORATE SOCIAL
RESPONSIBILITY INITIATIVES AND CURRENT LIVING STAND ARDS
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Abstract

The purpose of this study is to identify relatiagpshbetween social oriented forms of corporate ao@@sponsibility
initiatives and current living standards based odvanced and transitional countries' practice. Liyistandards
indicators used in this study include infant mdtyal poverty and child poverty rates, availabiliof education to
children and female employment rates. The mairasociented forms of corporate social responsilgiiibitiatives are
associated with supporting rights of workers, canets and local population in general. This studgsusomparative
analysis of statistical indicators for two groupsamuntries; the first group includes pioneers dedders of corporate
social responsibility initiatives such as the UditBtates, European countries and Japan, the segooup consists of
countries that follow business practices of devetbpountries, including post socialists countri€se results of this
analysis can be used to detect economic contradistas well as to substantiate practical recommegéada in order to
realize the potential of corporate social respoilgipas a mechanism to overcome existing sociabfams.

Key words
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Introduction problem of CSR implementation and development in
the countries of post-communist camp is gettingemor
important, as those countries are seeking to iategr
into the modern world socio-economic space. Under
such conditions a fundamental transformation of
relations between the state and business takes, glac

providing social protection to employees, customers the same time as k?”"d'r.‘g a civilized market refssi
partners, and society in general. This practicetivas and forming the civil soglety. _
effects. The first one is that the practice of CSR As we know, the first attempt to conceptualize
considered as a competitive advantage, which leads the practices of CSR was established in the mid-
an increase in demand for goods and services of suc twentieth century. The study by H. Bowen “Social
companies. The second effect of the CSR is responsib_ilities of the businessmqn” was pgblisil_med
improving the working conditions of workers, 1953, which reflected a systematic _saentlflc_ as!aly
protecting the rights of consumers, support for pf the phenomenon qf CSR. According to scientists,
vulnerable people, as well as actions aimed at IS @& duty of the businessman to pursue a policy of
protecting and restoring the natural environment, social responsibility, make decisions and follovelsu

which in turn increase the standard of living in directions, which are desirable and valuable tdetpc
general. (Bowen, 1953). Further scientific debate in thisaar

was related to publications by K. Davis, who first
drew attention to the fact that social respongibili
should be considered in terms of decision-making.
According to the researcher, despite the fact tiet
implementation of CSR goes beyond legislative
regulation in the long run it creates long-term
economic benefit for the company (Davis, 1960). In
this context, it is noteworthy to mention the defom

of CSR by K. Davis who describes it as the
responsibility of the person who decides to ditgst
activities to meet his own interests, to secure and
increase social wealth (Davis, Blomstrom, 1975).

Corporate social responsibility (CSR) or social
responsibility of business (SRB) is defined as the
practice of business that takes into account ecarom
legal and social needs of the population in thenfof

A key feature of our time is the institutional
framework development of the CSR not only within
countries and groups of countries, but also at the
regional and global levels. Thus, the UN Global
Compact was adopted in 2000, which was designed to
promote the development of social responsibility
within businesses to solve current social probldahes;
European Alliance of corporate social responsipilit
was formed in 2006; International Standard ISO
26000 “Guidance on social responsibility” was
published in 2010 and so on. In this context, the
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The supporter of A. Carroll ideas H. Bowen in published, the results of which are contradictdry.
his study "A Three-Dimensional Conceptual Model of 53% of these studies, a positive relationship betwe
Corporate Performance” (Carroll, 1979) defines CSR profitability and financial indicators of social tagty
as meeting the expectations of society at fourldeve level of enterprises was found; in 4% of papers a
economic, legal, ethical and philanthropic wherbyon  negative relationship between these indicators was
the first two are governed by law. Based on this found and in 24% of these studies such dependence
structure scholar suggested classical pyramid @@ CS was not noticed at all. Thus 19% of the studiesshav
and developed a detailed model of CSR based on fourshown mixed results, indicating a certain compiexit
components of social expectations (Carroll, 1991). and variability indices measuring the level of sbci
The recent work of A. Carroll in collaboration with  activity of a company (Margolis et al., 2006).
M. Schwartz somewhat distorts the original pyramid Much of the publications in the theory and

of CSR, the philanthropic component joined with the practice of CSR is also dedicated to the resedrteo
level of economic or ethical responsibility. Scietst  relationship of CSR and corporate political strisg
drew on the facf[ th_at dlstlngqlshmg between_ e_thlca due to global expansion of the geographical
and philanthropic interests is extremely difficult, poundaries of international corporations and
be3|des'phllanthrop|c interests are mainly based on emergence of political conflicts. An important
economic ones (Carroll, Schwartz, 2003). contribution to the study of these problems wasenad
In the post-socialist countries, problems of by K. Rehbein et al., who analyzed the relationship
formation and implementation of CSR were the between CSR and corporate political efficiencyhef t
subject of scientific debate that started in thie la company. Conclusions drawn from the authors' model
twentieth century within the new transitology. The confirmed that the implementation of CSR projects
studies of V. Bazylevych (Bazylevych, 2007), D. contributes to escalating human and organizational
Bayura (Bayura, 2009), I. Belyaeva, M. Eskindarov capital, which in turn increases the efficiency of
(Belyaeva, Eskindarov, 2008), Y. Blagov (Blagov, corporate political activity of the company as aoleh
2004), Z. Varnaliy (Varnaliy, 2002), A. Kolot (Kdlo (Rehbein, 2015). However, M. Hadani with coauthors
2013), R. Ritvo (Ritvo, Feldmane, 2015), A. explored the role of CSR in the forming of corperat
Zinchenko, N. Saprykina (Zinchenko, Saprykina, political strategy (also under conditions of patti
2010), R. Spukiene (Spukiene, 2011), D. Stremikiene uncertainty) and proved that the activities of the
(Stremikiene, 2007), N. Suprun (Suprun, 2013) and company in the form of social philanthropy reduce
others reflected the essence of the problem and thepolitical conflicts within unstable political sittians
mechanisms of CSR, implementation of CSR in post- (Hadani et al., 2012).
socialist countries. Many listed research focugten However, the problem of the relationship
interpretation of CSR as an important mechanism for petween forms of implementation CSR and standard
solving social problems and the formation of social of living in certain countries or regions are now
policy in the face of deteriorating living standsrd  scarcely explored. In a broad sense it refers & th
during the post-communist transformation. practice of implementing CSR projects to cope with
Analysis of the scientific literature on these global social problems (child labor, poverty,
issues shows that considerable attention is giwehet discrimination), to achieve sustainable development
relationship between CSR and financial profitajilit  goals (protection and restoration of the environinen
Analysis of CSR in the context of financial actieg to overcome the crisis of the welfare state caulsed
conducted by D. Wang and his colleagues confirmed a rising budget deficits and debts etc. These isswes
direct influence of the amount of implemented CSR extremely important for the post-communist coustrie
projects on brand value and financial effectiverafss  that are trying to implement a model of social neark
companies (Wang et al., 2015). C. Stellner and co- economy; the transfer of state social functions to
authors have performed an empirical analysis of the business is an integral part of it.
impact of CSR on credit risk, proved the existeate
the relationship between the implementation of CSR
projects and a reduction in credit risk of the camyp
(Stellner et al., 2015). A. Fatemi focused on CSRia
mechanism for increasing the value of the company. This study is based on the analysis of global
Based on empirical data, it is proven that the practices of the CSR projects and their relatiqnshi
company's costs related to the implementation & CS with the living standards of the population.
projects increase its financial value (Fatemi et al Comparative analysis of the problem is linked te th
2015). differentiation of the developed countries (United

In this regard, we note that in the last 30 years States, European Union and Japan) and post-
nearly 100 studies on the problems outlined were COMMunist states, including Latvia, Lithuania, B&to

Methodology of research
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and Ukraine. The choice of these countries is @huse It is known that the United States, European
by KPMG research, according to which in 2013 countries and Japan are the world leaders in tefms
among 250 world leader companies, 27% are CSR projects. This is confirmed by a number of néce
American, 13% - Japanese, followed by European studies, T. Fujii have performed analysis of CSR
countries (KPMG, 2013). The experience of these features in Japan and the impact of the Western
countries in implementing CSR is particularly usefu economy, (Fujii, 2012), the survey made by R.
for post-communist states and for Ukraine, which is Welford which covers the implementation of CSR
now experiencing great difficulties due to the practices in Europe, North America and Asia and
aggravation of social problems in the course ofcadd specificity of each region and individual countrias
socio-economic transformations aimed at forming the area (Welford, 2005), key areas for further
civilized market relations and integration into the development of CSR in European countries and the
world economic system. United States are proved by A. Forte (Forte, 2@18)

At the beginning of the article the authors But analysis of regions under a wide range of
analyze the stages of formation and common featuresindicators, from the context of CSR establishment,
of Western and Eastern models of CSR, which are findings of current social issues, CSR practiced an
associated with determining priorities based oteger  their purpose, that enable to distinguish the $joeci
indicators of living standards in the US, EU and features of each region still remains relevant.

Japan. Later, successful experiences and prioofies First of all it is necessary to take into accounait t
CSR in the developed world are compared with the the formation and implementation of CSR in the
experience of implementing CSR in post-socialist developed world has passed through two stages: (1)
countries (the Baltic countries and Ukraine), thate establishment of CSR influenced by worsening of
chosen the European direction of development. This domestic social problems of individual states ideor
comparison reveals the specific features of CSR to provide social protection for vulnerable grou(;
implementation practices in post-socialist coustrie further development of CSR by external factors,
and key barriers to the formation of civilized matrk  largely in response to international organizatiansg
relations and proves practical recommendations for to enhance the competitiveness of companies within
the further development of CSR in the national the global economic system.

economy to address acute social problems. Despite the fact that the essence, the purpose and
principles of CSR in developed countries are the
Results of Research same, mechanisms and priority areas for their

implementation in the first phase had some
] ] ] differences due to the socio-economic, historical a
_Analysis of successful implementation of CSR  cyjtural specificity of their evolution. Analyzinthe
projects in developed countries, their relationstuip differences in the formation and assigned priogty
quality of life and actual social challenges fadsd CSR in the developed world, single out its two
the public and private sectors helps to determine mogels: the western inherent in EU countries aed th

priorities for the further development of CSR irspo  ypjted States and eastern reflecting features & @S
socialist countries, namely: 1) institutional sugipaf Japan.

CSR by the creation of an appropriate legal
framework; 2) promoting "openness" in actions of
private business and the state sector in ordexdoce
the distrust level in society; 4) encouraging prva
business to implement CSR by providing certain tax
benefits; 5) popularizing the image of companiex th
hold to the principles of CSR by the use of the iated
6) positioning CSR as an important competitive
advantage of firms in national and global mark@j)s;
spreading the ideas of CSR among employees
consumers and society in general; 8) promoting
coordination of public and private organizations to
overcome the acute social problems of transitional
economies.

First, note that the specific forms and tools for
CSR implementation within the western model vary
depending on the sector in which the company
operates. Analysis of scientific publications and
practices of companies in these countries allows to
distinguish following key areas of CSR: 1) Protewati
of the environment: a) Reducing pollution of sall,
water and air; b) Minimizing the negative effecfs o
climate change; c) More efficient use of natural

" resources. 2) Protection of human rights: a) Wosen'
promotion, increasing the share of female workkgys;
Improving business ethics; c¢) Reduction of child
labor; d) The fight against corruption.

The companies working in the food production
, _ industry, in addition to these areas seek to fight
Discussion poverty and hunger. These projects are implemented
in two ways: (1) financing social programs; (2)
transfer of own products to the regions that aeded

56




SOCIALNO -EKONOMICKA REVUE / 04-2016

such assistance (based on published reports on CSRnost actual scope of CSR, such areas are:
(Kraft Heinz, 2014; Nestle, 2014)). However, Environment - 92% of respondents; The preservation
companies that design software and computer of culture - 71%; The preservation of maternal tieal

equipment are directing special attention to the - 69%; Human Rights - 67%; Promotion of women -
development of education among children from poor 66%; Preventing disease - 28%; Overcoming child

families and in third world countries. The main
mechanism of implementation of these projects is to
provide computer equipment to education institugion

poverty - 23%; Overcoming hunger and poverty -
14% (Zentaro, Taku, 2015).

Comparing western and eastern models of CSR,

or free software, and to conduct free courses andye can conclude that the scope of implementation of

workshops for gifted children (based on published
reports on CSR (IBM, 2014; Microsoft, 2014)).
Pharmacological companies, in turn, focus their
projects on the health of population, especiallshird
world countries where there is a need for vaccares
other essential drugs (based on published repaorts o
CSR (Sanofi, 2014)).

By similarity of overall orientation programs,

CSR by private companies depends on the cultural
and historical specificity, the standard of liviagd

the implementation of social functions, that aré no
provided by the public sector in full. To confirtnig

we use four indicators of living standards of
vulnerable populations in the developed world,
namely: infant mortality, percentage of populatzord
children living below the poverty line, the proport

eastern model of CSR implementation has differences of children with access to the necessary means of

in areas and priority directions. According to aenet

training, the level of employment among women and

survey of private companies in Japan concerning the women with children under 15 years of age.

Figure 1. Infant mortality rates, poverty rates (%ghild poverty rates (%) in the US, Japan, and theerage

for OECD countries, 2012.
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2012

Source: (OECD, 2015; Anonymous, 2015).

According to the data presented in Fig. 1 infant
mortality in Japan is much lower compared to the
average of this index among OECD (Organization for
Economic Co-operation and Development) countries.
The relatively high rate of infant mortality is als
observed in the US. Thus, in 2012 infant mortality
was 2,2 in Japan in 1000, in the US it was 6,1@nd
average in OECD countries it was 4 in 1000. Data
show that the problem of public health and recovery
relatively more important for western model than fo
eastern. In addition the data obtained by analyttieg
official published reports of companies (Table. 1),
confirms that. According to the western model oRCS
66% (4 out of 6) of companies decided to improve
working conditions and the health of workers and in
the eastern model - only 33% (1 out of 3).

As for the proportion of the population and
children, that is living below the poverty line,
according to data in Fig. 1 in Japan — 15.7% of the
population and 16.3% of children live below the

20.9% respectively, while the average for OECD
countries are 11.2% and 13.3 % in accordance. So
there is a significant prevalence of poverty among
children in Japan (0.6%) and the US (3%), which
respectively affects the orientation of actions dods
poverty reduction, as from the state and from the
corporate sector in the form of CSR. High levels of
poverty and child poverty in particular, causeddhi
labor (especially in the US), which is why for the
western model combating child labor is a priorihat

is confirmed by the data in Table 1. In the co@stiof

the western model of CSR 33% (2 out of 6) of
companies focus their efforts to decrease childrlab
at the same time for the eastern model it is not a
priority at all.

Data concerning equal access to learning tools
among OECD countries varies (Fig. 2), in the US 43%
of children have access to all necessary training
facilities, the average level for OECD countries is
44.6% and for Japan - only 12.2%. According to this

poverty line, in the US these figures are 17,9% and data, priorities among directions of implementing

57




SOCIALNO -EKONOMICKA REVUE / 04-2016

CSR in Japan are associated with higher levels of facilities for children are not dire, so this trend

education of children and youth, in preserving and
spreading the national culture and

implementing SCR is mainly focused on improving

traditions. the situation rather than on coping with actualisdoc

Meanwhile, in the US and the EU problem of training problem.

Figure 2: Material deprivation based on access tueational resources, 2012. The share of childrérat have
access to all educational resources (1), the shafrehildren that don’t have access to (2) a desk to
study, (3) a quiet place to study, (4) a computer $chool work, (5) educational software, internet
connection, a dictionary and school textbooks.

OECD avarage

USA

Japan 44,8

33,1 "1

| 2
24,0 83 .3
6,2 m4

0% 20% 40%

60% 80% 100%

Source: (OECD, 2015).

As for such an indicator of living standards as the
level of employment among women and women with
children under 15 years of age, according to tha da
presented in the statistical database for the OERCD
2011, the average level of female employment (with
children up to 15 years) among OECD countries was

However, for the Eastern model the priority pragect
of SCR are to provide social protection of vulndgab
groups (children and women), namely: to increase
women's employment (for women with and without
children) and to provide educational services for
children. For the Western model, the social pratact

65.2%, in the US - 65.2%, in Japan - 52%. The above of women and children is not extremely important,

difference in the level of female employment also
determines the priority areas of CSR implementation
in different countries and regions of the world
(OECD, 2014). These figures indicate that for the
eastern SCR model employment of women is
relatively more pressing problem than for the waste
However, the data in Table 1 shows that all congzni
are trying to increase the share of female employme

Thus, the comparison of empirical data on the
living standards of vulnerable populations in the
developed world allows to distinguish priority esea
for implementation of CSR projects for western and
eastern models. Thus, the common priority for both
models is the focus on combating child poverty.

because companies equally direct their CSR projects
on social protection of employees, customers, pastn
and society in general.

Another approach based on the analysis of
published reports by reputable companies allows
assessing which areas of social life are attradtieg
attention of private companies while choosing the
priorities for implementing CSR programs or progect
In our study we are using comparative analysisef t
relevant indicators in correlation to current neefls
employees, consumers, partners and society in @ener
separately within the eastern and western models of
CSR (Table 1).
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Table 1: Comparative analysis of the priority area$ social protection implemented within the indduaal
companies of eastern, western models of CSR andaiskan companies

. Ukrainian
Ukrainian companies
Eastern Western companies with P
L with
model model Ukrainian )
. foreign
capital .
capital
|
m
=
3 =
N =
o . . oz gl <
Orientation of Social Protection Z g = |
C <|< o é X
(@) = x| = 2 V2 2 [n'd
< ) w Olw| S O |5 2 |<
3 12| % |<|E%GIS18|%%212| 2|2
o= =
<Oo§90:m0rxiy.90.%>-
O | F |B=S|I¥|Zz|lOjla|ao | > ¥ 0 | ¥
Societyas a whole:
Educational activitiefor children ++ |+ + |+ +
and youth
Financial support afporting and + + +| 4+ +
cultural events
Improvement oEonsumer +
products quality
Assistance to the population
: ++ ++
affected by natural disasters
Reduction othild labor + |+
Charity + | + + | + A
Employees:
Fight against corruption —
Busines<thics Tt i i
Training and educatioof + ]+ 1+ ls | sls +
employees
_Support health_workers_—_ + 1+ ls | sls +
improved working conditions
Prevention ofliscrimination + |+ |+
E.mplc.).ymenbfpeoplewnh + ]+ +
disabilities
Raising the level ofemale + o + + |4
employment +

Source: (Casio, 2014; Sony, 2014; Toshiba, 201%,I1B014; Microsoft, 2014; Kraft Heinz, 2014; Nes®14; Coca-
Cola, 2015; P&G, 2014; Platinum Bank, 2013; DTEK)13; ViDi Group, 2013; KPMG Ukraine, 2014;
Samsung Ukraine, 2015; Kyivstar, 2014).

The table shows that the practice of CSR projects government without any assistance from charities th
of large international companies in Japan is lgrgel is typical for western model of CSR.

focused on the social protection of employees. CSR However, the western model of CSR is different
projects that are oriented on coping with corruptio  from eastern by its equal distribution of projects
and preventing discrimination in the activitiestiése  petween two areas: social protection of employees a
companies are absent at all, due to the low sgvefit  gociety in general. Under such conditions important
the problems in the region and significant advamdées  greas for businesses are: reducing child labor
the state aimed to solve such problems. However, in (including in the Third World, where their produati
Japan projects aimed to support society are imiyio  capacity is allocated), employment of people with
particularly oriented on improving of children and gjsapilities, fighting against corruption and pretieg
youth education, as well as funding some cultunal a  gjscrimination among employees, all of the above
sporting events. The form of social projects didct  enaple further improvement of living standards for

on protecting the population from natural and man- gocjety in general. Noteworthy that mentioned fitjor
made disasters is implemented "directly" from the
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areas were largely caused by the second phaseRf CS
development within the global economic system.

It is important to note that despite the similarity
of CSR practices in the EU and the US, which lg¢ads
their unification within the western model of CSR,
more detailed analysis of specification between
countries reveals the following differences between
them:

1) The principles of CSR implementation in these
countries depend on the specifics of state reguiladf
economic activity, in the European Union this syste
is more centralized, so the social initiatives ofate
companies are controlled by appropriate state and
overstate (at EU level) norms based on the priesipl
of sustainable development. However, in the United
States the decentralized management
dominates, which demonstrates itself in a varidty o
regulations governing the business actions atethel |
of states and causes pluralism of CSR forms in the
country;

2) Traditionally, the level of state social
protection in the EU is high, so private companies
mostly concentrate their efforts on environmental
protection. However, in the US public sector is not
oriented to provide fully social protection to
population, at the same time forcing private
companies to take over these functions. This explai
the particular importance of CSR in the US as anfor
of social protection;

3) CSR is widely used in the US as a policy of
consumer protection, which is demonstrated in the
possibility of anyone to "sue" a manufacturer,hié t
last provides unfair information about certain prod
or service. Therefore a question of business ethics
including reliability and responsibility for the
information provided by companies to consumers is
extremely important for US companies. Concerning
European companies, the legal basis for filing a
lawsuit can be only a violation of applicable law
(Campher, 2011).

The process of formulation and implementation
of CSR policies in less developed -countries,
particularly in post-socialist countries, starteatidg
the second phase of CSR. Therefore, the most
important causes of it were not connected to sglvin
internal social problems (unemployment,
discrimination, corruption, etc.), but enforced by
external demands mostly from international
organizations (UN Global Compact, the International
Labour Organization, UNICEF, UNIDO, the Council
of Europe, the European Organization for Qualitg, t
International Organization for Standardization) ,aod
some extent, by the task to improve the domestic
companies competitiveness in the international
market.

To study the specific features of CSR
implementation in post-socialist countries we dévid
them into two groups: Central European countries (f
example, the Baltic States) and Eastern Europe
(former Soviet countries, for example, Ukraine).
Analyzing the CSR development in the Baltic States,
it should be noted that this process is dispropoate
among these countries. Taking into account the
number of companies that have joined the United
Nations Global Compact, we can conclude that
Lithuania is a leader in terms of implementing CSR
policy, since 45 Lithuanian companies joined the UN
Global Compact, as opposed to 15 Latvian and none
of Estonian companies.

Key features of CSR projects and barriers faced

system by Lithuanian companies mostly describe the specifi

regional model of the Baltic States. The scientific
works devoted to the study of CSR in Lithuania,
enable to mention such specific features: 1) The
higher level and greater interest in implementatbn
CSR projects are among companies with foreign
capital compared to companies with predominantly
Lithuanian capital, which shows "outdated" methods
of doing business are still used by national corigsn

2) Lack of interest and willingness of private
companies to increase the openness and transparency
of their business, including reporting on its fineah
activities to the public; 3) Lack of understanding
about the nature and principles of CSR, low leviel o
social demand to business to enforce companies to
implement social oriented projects; 4) The absayice
adequate institutions and methods to encourage SCR
by the state, that transforms socially responsible
activities in the private initiative of individual
companies.

It is important to note that the principles of
sustainable development, implemented by Lithuanian
state are mostly aimed at improving and restorirgg t
environment in the form of innovative, safe for the
environment means of production. However, they are
less aimed at improving the social situation. Thas,
the country there are some negative changes: an
increase in relative poverty from 19.2% in 2010 to
20.6% in 2012; a growth of GINI index, which
indicates unequal income distribution in the countr
(the level was 32.6 in 2011 and 35.2 in 2012, wi@ere
— absolutely equal income distribution among the
population, and 100- absolutely unequal income
distribution) (The World Bank, 2015; Laurinavicius,
Vaiciulis, 2014, Vilke, 2011).

To study the characteristics of formation and
development of CSR in Ukraine we should take in
consideration that the creation of CSR regulatory
framework began in 2011. During that period of time
the Concept of National Strategy for CSR was
formed, which identifies three key levels of CSR
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implementation in the national economy: |I.
Compliance with legal obligations to the state and

(perception of CSR projects as a form of "money
laundering" or other forms of corruption), all

society (payment of taxes, health care and work mentioned above don’'t encourage companies to

safety, employee’s rights, consumer’s rights,
environmental standards) and industry standards. I
Minimizing or eliminating the negative impact of

participate in social projects actively.

Thus, Ukrainian model of CSR has a weak
correlation between the priority areas in its

business on society and risk management (humanjmplementation and current social problems in the

rights violations, environmental pollution, etcl)l.

country. The main reason for this discrepancy & th

Strengthening the positive impact of business on girect "transfer" of the experience from developed

society and creating additional value through

countries into developing countries, at the samme ti

innovation, investment and partnership, aimed at excluding current realities, priorities of Ukrainia

social and environmental well-being (job creation,
social and economic development, conflict resolytio
etc.) (Center “Development of CSR”, 2011).

As for the priority areas of CSR projects in
Ukraine, according to the survey results, condubted
the Center "Development of CSR" in 2010, the most
significant were the efforts of companies focusad o
the social protection of workers (80.9%) and
consumers (71.3%) and to reduce child labor (80.7%)
However, the least popular were actions to resiack

business environment and the level of social

protection.

However, the significant changes took place in
relations between the state, business and society,
influenced by the events of 2013: a) "Revolution of
Dignity" was the decisive step towards the defamiti
of development vector for Ukraine towards integnati
into the European Economic Community, approaching
European standards of quality of life, harmonizatio
of Ukrainian and European institutional environment

preserve the environment (42.1%) and maintaining developing of trade and economic connections with

ethical relationships with
(Zinchenko, Saprykina, 2010).

To study the specific priorities of CSR in Ukraine
we use the official companies’ reports on
implementation of CSR projects, we divided
companies that operate in Ukraine into two groups:
Ukrainian companies with national capital and
Ukrainian  companies  with  foreign  capital
(multinationals) (Table. 1). The table shows tHat t
practice of CSR projects implemented by Ukrainian
companies does not reflect the specificity of nalo
economic development and basically "copies" policy

consumers  (37.4%)

and areas of CSR implementation in developed kraine"

countries, which is not helping to cope with cutren
social problems of the transformation period.

Practice of CSR policy implementation in
Ukraine allows distinguishing the following specifi
features: 1) companies that hold to CSR policy in
Ukraine are mainly subsidiaries of international
companies such as: Microsoft Ukraine, Nestle
Ukraine, Kyivstar, Ukraine Samsung etc., so their
priorities are international standards that do not
always agree with the Ukrainian realities; 2) sgat
European-oriented  priorities encourage Ukrainian
companies to follow CSR principles such as reductio

the EU; b) The process of social capital increaa® h
begun together with the formation of civil society,
whose main goal is to protect fundamental rightd an
freedoms of citizens; c¢) while combat operatiors ar
taking place in eastern Ukraine, we can notice some
growth of charitable activities of private companie
aimed to help the victims of the hostilities, tdoudd
destroyed towns and villages.

As a confirmation of changes in CSR priorities in
Ukraine today we have the following examples:
a) The corporation "System Capital Management"
created a corporate charity fund "Development of
in 2015, which currently funds the
distribution of food to elderly people and childriat
are living in areas outside of the control of Ukeai
and internal displaced privileged categories (Syste
Capital Management, 2015); b) UniCredit Bank and
East Europe Foundation launched a new social firojec
"Warm Heart" in March 2015, which aims to establish
a system to restore mental health and to providelso
adaptation of immigrants from Eastern Ukraine
(UniCredit Bank, 2015); ¢) Brain Basket Foundation
in partnership with "MTS Ukraine" launched the
project “Coding for Future IT” in October 2015, to
train the people affected by fighting in the eabt o

of negative impacts on the environment, meeting Ukraine. The project allows immigrants and the
international standards of product quality and members of ATO (Anti-terrorist operation) to adapt
protection of vulnerable populations (children and the new environment, learn a new profession and to
women) that sometimes are only declared and not become employed in leading Ukrainian IT-companies
implemented in practice; 3) absence of legislatan (Brain Basket Foundation, 2015); d) PrivatBank has
formulation and implementation of CSR in Ukraine, become a partner of the international non-
evaluation methods of its effectiveness, reporting governmental organization GOAL in December 2015,
practices, weak public support of CSR due to within the new program of financial support to
ignorance or distrust to large national companies
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internally displaced and people affected by the
conflict in Eastern Ukraine (PrivatBank, 2015).

However, there is a mismatch between the
activation and spreading of CSR policy among
Ukrainian companies and formed institutional
environment for CSR that creates some difficulties
and limitations for private business to implemédrit
projects. It is also the obstacles (formal and riméa),
which slow down the development of CSR in Ukraine
under current conditions: 1) Legal nihilism of
economic actors and their attempts to evade egistin
legislation; 2) Terminological and regulatory
uncertainty on nature and mechanism for
implementing CSR, low public awareness on the
usage of CSR; 3) "Closed" way of acting for many
Ukrainian companies, lack of transparency of their
financial activities, their unwillingness to repdx
society; 4) The lack of effective mechanisms to
harmonize the interests of economic actors in the
implementation of government social policy; 5) Rent
seeking behaviour of economic agents and imitation
of fighting against corruption.

Proof of that limitations is the low index of
economic freedom in Ukraine calculated by the 'Wall
Street Journal' and the "Heritage", which confitines
existence of certain economic and social obstacdes
the development of CSR in the national economy. In

private companies and public, lack of effective
coordinated trilateral cooperation between theestat
business and society. In this context, the priority
directions of CSR development in Ukraine should be
as follows: 1) The refusal of blind copying of faye
experience and the formation of a national model of
CSR, aimed to solve urgent social problems; 2) SCR
institutional arrangements, normalization of "tfan’s

the state functions to private business aimed @tlkso
protection; 3) The restoration of social capital,
fighting against corruption, ensuring transpareircy
making socially important decisions by private
companies and by the state as a whole; 4) Suppadrt a
encourage private companies that stick to the
principles of CSR, both by the state and by sodiety
general.

Conclusion

Research on relationship between the forms of
CSR implementation and current living standards in
some countries allows us to formulate the following
conclusions:

- The spread and development of CSR took place
during two main phases: the first phase, when the
CSR priorities were shaped by internal social

2015 Ukraine was ranked as 162 out of 178 countries Problems of the state and acted as mechanisms to

on this indicator (46.9 on a scale from 0 to 10Bere

protect socially vulnerable groups; the second @has

100 corresponds to the maximum rate of freedom). So When the basic principles of CSR ware formed under

Ukraine was attributed to the group of countriethwi
unfree economy together with Belarus (49.8), Balivi
(46.8), State of Burma (46.9) and Uzbekistan (47.0)
Indicative in this respect are also sub-indexesgbta
on which the integral index of economic freedom was
calculated. Thus, the index of investment freedom i
Ukraine is 15.0, which indicates the presence of
certain constraints for investment flows, and
movement of capital within the country and abroad,;
index of property rights protection in Ukraine i8.@,
indicating a low level of specification in property
rights, lack of "clarity" in legislation and a laa
"independence" of the judicial system to proteeisth
rights; index of corruption in Ukraine is 25.0,
indicating a high prevalence and impact of coraupti
on the economy; index of financial freedom in
Ukraine is 30.0 and indicates the low efficiencytioé

the influence of external factors due to the
requirements of international organizations and in
order to improve the global competitiveness of the
country;

- Living standards greatly affect the features of
CSR policy implementation in different countries.
Comparative analysis in this area is extremely
important because it allows identifying areas afiglo
life, responsibility for which the state “replacesito
the private sector. Thus, despite the existence of
common features, eastern model of CSR
implementation in the developed world aims to
provide education to children and youth, and caltur
and sporting events, as well as the rights of women
and women with young children at their workplaces,
which greatly improves living conditions for sogiet
in general. However, the Western model of CSR

banking system, and the dependence of the financiallargely focused on the fight against corruption,

sector from state control and interference (Heetag
2015).

Examining the specific of CSR in post-socialist

promotion of business ethics, rejection of childda
in the production process, etc.;

- Specific characteristics of CSR implementation

countries based on Baltic states and Ukraine we canpractices in post-socialist Baltic countries af@gher
note that despite mentioned differences, common to level of participation in CSR projects of companies

these countries are the key issues that slow dboen t
further development of CSR, including, the low

with foreign capital; lack of interest of private
companies in the "open" and "transparent" condfict o

degree of openness and acceptance of CSR amondousiness and reporting to the public on its finahci
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activities; lack of understanding of CSR among the
population and appropriate requirements to the

business from the society; absence of appropriate countries envisages the following priorities:

institutional support and state mechanisms to
encourage socially responsible business activities;
CSR is largely focused on improving and restorhmy t
environment and less on improving the social
situation of population;

- Implementation of CSR practices in post-
socialist Ukraine is characterized by the following
features: most companies hold to CSR policy, are
subsidiaries of international companies; Ukraine's
Europe-oriented strategic priorities urge Ukrainian
company "formally" to follow CSR principles of the
EU; in the country the legal framework for CSR @& n
formed still, the evaluation methodology of
performance and reporting methodology are not
developed yet; there is an inadequate public stippor
for CSR and distrust to large domestic companies
(perception of CSR projects as a form of "money
laundering" or other forms of corruption); thereais
weak correlation between the priority areas of CSR
implementation and current social problems in the
country. However, the events of recent years have
contributed to enhance of CSR within Ukrainian
companies due to launch radical economic reforms
and military actions in Eastern Ukraine;

- Post-socialist countries generally have much in
common in the way of CSR development in national
economies. However, the formation of a national
model of CSR requires consideration of the spexific
of present economic stage of development, historica
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CONSUMER ETHICS AND SMALL AND MEDIUM ENTREPRISES IN SLOVAKIA

Zsolt HORBULAK

Abstract

The paper deals with the special field of compéahics, with the corporate social responsibility fnoview of small and
medium enterprises, especially from sole entreprenelo do the business ethically is usually reggiionly from the
multinational companies. However, today both publxnion and theoretic view is beginning to chanige2013 we

made a research about the ethical attitude of Josmall

companies from the perspective of thegnt§. In this

research we analysed the consumer behaviour anddhsumer consciousness. The results of our relsedmows that
the customers of the small companies are acquamttdgenerally difficult economic situation of mpreneurs and
their requirements in field of social responsilyilis consistent with the possibilities of these ganies. On the other

hand the customers are familiar with their consusdghts.
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Introduction

Small and medium-sized enterprises (SMES)
represent 99% of all businesses in the EU. The
situation is very similar in Slovakia. In the Sléva
Republic 99.9% of all business entities belonghie t
group of companies. SMEs offer 71.8% of job
opportunities and they produce 55.1% of the colUstry
GDP. In 2014 the small companies (0 -
employees) employed 42 166 workers, the middle
companies (20 — 249 employees) employed 149 423
workers. The total turnover of the first group dagri
the same year exceeded 3 billion EUR, in the cése o
middle companies the number reached almost 19
billion EUR. It is also important to say that in12D
the whole Slovak industry employed 496 074 persons
and its total turnover was more than 82 billion EUR
These numbers unambiguously shows how important
role have the SMEs in the Slovak industry.

The greatest difference among the developed
countries and the East Central European countsies i

economic performance of SME’s is regularly
monitored with statistical indicators and all naab
governments consider as their duty to support their
development. The sector has its own professional
organizations. Management of SME’s is at
universities taught as a separate scientific disap
The only view of SMEs what still remains quite
unsearched how these types of firms can participate
on the improvement of social welfare. Until now the
corporate social responsibility has been the
expectation only from big companies, but what kind
of role can have the SMEs which representing the
99% of businesses in country?

1 The fundamentals of economic and business
ethics

The first abstract philosophical reflections insthi
issue we can observe by St. Thomas Aquinas (1225-
1274). A fair price in commercial contracts was ohe
the main issues of the review of scholastics. The

level during two decades. Before the fall of iron
curtain only Hungary had quite developed
entrepreneurial sector. While in the whole regiba t

big companies were transformed from the former
socialist companies or were newly established gy th
assistance of foreign capital, the SMEs, especihly

small companies, were created inside the statddy t

Smith (1723-1790), the founder of modern economic
science; primary announcer of a free market,
formulated as the known abstraction of an invisible
hand of the market. Specifically, he dealt witimithe
book Theory of Moral Sentimentespite the fact,
that he did not consider selfishness as unetteaith
realized the importance of moral rules in maintagni

sole entrepreneurs. The above stated numbers aref social order. Based on his ideas, everyone shoul

presenting the vitality of the Slovak entreprenbijrs

The economic importance of SMEs is already
sufficiently assessed. Among other things, the

have the same conditions for enrichment, and Smith
denounced acquisition of wealth by unfair ways. At
present, to this phenomenon is used the term
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Corporate Social Responsibility. Canadian Centre fo It is necessary to emphasize that in the current
Philanthropy explains the term as a set of manageme economic system, market and profit belong amongst
practices that ensure the company minimizes the fundamental pillars of the business. For each
negative impacts of its operations on the socidtitew participant provides market an absolutely free sgac
maximizing its positive impacts. realize own business activities. Profit represeoris
The traditional basic marketing goal of every One hand the objective of business, on the othed ha

company is to achieve the consumer satisfaction. the basis for financial planning; it indicates the
Valentinas Navickas and Aida Navikaite (2015) tiste ~ direction, whether it is rational, in the given
several theoretic models and research examplés. It conditions, to carry out a business activity or.not
very interesting, that in the evaluated six models  AlSO, it must be kept in view, that despite thesérg
any mentions the business ethics. It means theg the ~ imperfect competition; it is extremely difficult to
still high distance between measurable economic achieve profitability. Doing business ethically and
figures and not measurable ethical principles. Of morally, be out of gearto use various unethical or
theories taking into account importance of ethical Market is a daily challenge for the entrepreneur, o
values. vice versa, everyday temptation. But it would be
unfair to put all the burden of ethical businesstlos
shoulders of an ordinary entrepreneur, because
“society has to facilitate market replacement by
creating a specific legislative environment, which

Another term, which is closely related to ethical
entrepreneurship, is a stakeholder. This word
describes any individual, any group and organipatio
private or government, in any sector; which operati N . -
of the company influences, or their activity infaes ensures limitation of“morgl failure for participarf
the operation of the company. Next the termis market rgplacement. (Vajda 2004, .p..15l)

Corporate Citizenship. It expresses that also a  Despite above reasons, describing the need for
company should behave as a good citizen, should bed0ing businesses based on ethical principles, it is

interested in public welfare, should care for tagion ~ difficult to formulate the essence of ethical bess

in which it operates, and according to its possiesi ~ Vladimir Gecelovsky, Miroslav. Kmec and Maria
should it also support. Corporate Citizenship canno Marinicova understand by responsible
be confused with the term sponsorship. Finallyrehe —€ntrepreneurship  following:  “Doing  business

is one phrase that is also close to the topic, the résponsibly means to achieve success in waysdhht f
Corporate Philanthropy. Sometimes is it undersamd  €thical values, appreciate people and communitids a
corporate sponsorship, but corporate philanthropy Protect environment. Such busmess.actlvmes re.duc
rather refers to cooperation between businesses andhe negative effect of a company to its surrounsling
non-profit organizations, but also with individuals environment, people, and increases a positive, good
Anna Putnova and Pavel Se¥ka characterize the :‘\l/ljnqthnlng ngl 1a ngﬂp:né/.th (Gecetlpvsk.y‘:B K’."ec'
principles of ethical behaviour in terms of three arinicova , - 74) An €y continue. "BUSKes
dimensions: 1. philosophical basis — effort to ethics is the study of what constitutes right amdng,

guarantee human dignity and the common good; 2. ?r:eggﬁgir?gsds(?’vn in human behaviour, in the contéxt
own principles of ethical behaviour and conducaof ' _ o
enterprise; 3. negotiations between the partigigati As we already stated, there is very difficult to
groups (Putnova, Sekikia 2007, p. 72). Jakub S. describe the essential of ethical behaviour. Tiaeee
Trojan accesses to business ethics from other Isigle. 10t of authors, who try to approach the problemmfro
argues that “one of the fundamental pillars ofetfin ~ the other view. Michal Bizik and Stefan Hittmar
economic life constitutes reliability. This is aledile (2012) in their article deal with the culture ofeth
with a perseverantand gradual acquirement of Organization. The attributes of knowledge, besides
confidence in own fruitfulness, which is, at least, other aspects, like reach successfulness in thketnar
obvious prospectively, on a long-term basis. Imter ~ €tC., also helps to protect against the declinearal.

of a short perspective also adventurers can achieveOther authors as Valentines Navickas and Rima
success. In the context of a long-term developimgj a  Kontautiene (2012) pointing out the relation of
stable economy, however, reliability wins.” Furtiner ~ corporate social responsibility with the enhancing
notes that “the reputation of the company is tieilfa motivation of employees. Navickas and Kontautine
silver. In a long-term perspective, it is incidéritaits say, that “... CSR enhances job satisfaction becaus
reliability. Reliability relates to what and how an demonstrated social responsiveness directly seisfi
enterprise produces or provides. However, it also the employees’ social requirements of the company.”

relates with the moral integrity of its managememd ~ Professor of marketing at the Economic University o
employees; that together form the image of the Bratislava VieraCihovska (2013) writes about the
company.* (Trojan 2012, s. 100-101) social marketing. “Social marketing offers tools
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dealing with these problems, also offers immense community of several thousand people an
opportunities for influencing behaviour and attésd  entrepreneur with his sponsorship activity is not
of not only individuals but also legislators and seeking to increase awareness of his business, he
influential interest groups. [...] Social marketing maybe doesn’t need either to improve his image, but
includes the change of deeply rooted opinions and he willingly contribute, for example, for prices in
opinions and a complex change of economic, social sports and school competitions. These activities of
and political environment.” small and medium-sized enterprises often arise
spontaneously, without previous calculations. kesth
cases, and the sponsorship activities can be
categorized as socially responsible business.

_ _ _ The corporate social responsibility in the secfor o
In a long term, a view that to do business ethical g\Es has become so wide that there is high time to

2 Corporate social responsibility of SME"s

is the duty only of large companies prevaliss true catalogue the already published contributions. This
that SME’s, but especially trades, simply cannot pa a5k was completed by Rosario Vazques-Carrasco and
regard to all components ethical businéssordinary Eugenia Lopez-Perez (2013). It is fact that a well-

tradesman is primarily striving to survive on the nown and most cited scientific journal contents
market. To form an opinion that ethics does not gricles in this topic. Yves Fassin, Andrea Wermner,
concern the micro-enterprises would be inept. Small Annjck Van Rossem and their research fellows (2015)
businesses operate on the basis of socially respens made an exploratory study about SME owner-
business, because they are in more intense contaCinanagers' mental models with regard to CSR and
with people and regions. In a well-functioning and rgjated concepts across six European countries
coherent communities already the local entrepreseur (ge|gium, Italy, Norway, France, UK, Spain). The
farmers and artisans establish various voluntary gihors found differences which are linking indivédi
organizations, are patrons of culture and orgasieér  cognition to macro-environmental variables, such as
charitable collections. Therefore, corporate social |anguage, national traditions and dissemination
responsibility is for many SME’s merely a new term mechanisms. The results of the study show that
for something, which they do since long (Bak et npationality matters but that classifications of nies

al. s. a. p. 34). We consider that it rather aspl® a5 found in the comparative capitalism literatuce d
such companies, whose economic development haspot exactly mirror national differences in CSR
been continuous. Before 1948, and partially in the cognition and that these classifications need &rth
present, SME’s represent a major component of civil jifferentiation.

society, also in SlovakiaTheir relatively minor
appearance in social events primarily relates &ir th
short existence and modest ways of financing public
beneficial projects. An important reason for
disengagement of small businesses to events in thei
environment is also a poor external motivation. M/hi
the community directly expects that multinational
companies will actively participate in various m@cis
and will create specific funds for their financial
support, by SME’s such pressure doesn’t exist. The3 The survey of business ethics in Slovakia
motivation for SME’s is personal involvement or
personal interest. For example, support for a dobwoo

a local sports club can take as long as the som of
businessman attends the given school, respectively
until he spends his free time playing the sportthia
case of medium-sized enterprises, whose number of
employees exceeds 49 persons, at the local lewel ma
already be a certain public pressure. In the mofds
large part of the population, a company with fifty
employees is already considered as a large ergerpri
At the European level are these companies
categorized as medium-sized. Despite this, at the
regional level and particularly in towns and vikeg
they can be categorized as a monopoly employer. At
this level, sponsorship and corporate social
responsibility intersect each other. Because in a

There were already realized scientific researches
about the relationship of business ethics and SMEs.
Laura Spence in Royal Halloway University of
London evaluated the topic (2016) from theoretical
view, more precisely, the article tries to applye th
theory of corporate social responsibility of Arclide
Carroll for SMEs.

In 2013 we realized a questionnaire survey aimed
at ascertaining views of inhabitants of Slovakiawtb
the level of social responsibility of entreprenearsl
traders. We wanted to find out, what extent is the
desired state in conformity with reality, and what
extent are ethical principles applied in performing
ordinary (commercial) activities of SME’s. The Isasi
of the survey was to determine the attitude of the
population to entrepreneurs and traders across the
country. This form of activity is in Slovakia alled
since 1990. During socialism it was strictly fortbéoh.
Our survey differs from other surveys in the fabgt
in the centre of exploration are not business iestit
but their customers, more particularly customers of
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SME’s and sole traders. Despite the fact that the activity, we have addressed 12 unemployed, 24
entrepreneurial freedom we can enjoy two and a half retired, 60 students, 72 employees in a privatergph
decades, the ethical side of business has noteggt b 56 employees in public sector and 36
investigated from the perspective of buyers. The entrepreneurs and sole traders. Regarding the
partial results of the survey were already publisime education level of respondents, 8 had primary
the scientific journal of Economic University of education, 34 had secondary education
Bratislava (Horbuldk 2014) and presented in a without leaving examination, 137 gained upper

conference in KoSice (Horbulak 2014). secondary school examination, and 82 had university
The aim of the paper is to point out to consumer €ducation.
understanding of ethical entrepreneurship in Slavak In this article we treated two, maybe the most

and find out to what measure the factors of cogjgora important questions of the questionnaire. The wrke
social responsibility (environmental, charitable up questions are the followings: “Which sides of
activities etc.) influence their buying behaviobrom enterprising are the most important? Determine
the number 450 distributed questionnaires we receiv  the degree of priority” and “How many resourcesegiv
back 269, what means 59.78 per cent return. 6 traders and entrepreneurs from their own sources to
questionnaires were decommissioned. For exploratory charitable causes?”

purposes, we could effectively use 263 questioesair The first question is analysed in the Table 1 and
(58.44%). In this paper we would like to present Taple 2. In this question we offered a choice of 7
partial results of the survey. possible answers. The preferred degree of pridsity

In this survey were patrticipated 107 men and 156 given in Table 1.
women from whole Slovak Republic. According to

Table 1 The order of priority of the importance

Number of placement of Total
Answer { Gender
the T place number
Offer of goods and services in the highest qualit 107 men 46
9 9 q Y women 61
Protection of health and costumer safety 81 men 26
women 55
Providing the widest range of goods and services 37 men 15
women 22
Offering the cheapest goods and services 22 men 13
women 9
Increased emphasis on the environment 13 men 5
women 8
Offer of additional services (packaging, transpsct) 2 men 2
P ging, feoct women 0
Offer of the more forms distributions (various fariof e- 0 men 0
commerce, postal packets etc.) women 0

Source: Own elaboration

Regardless of gender, most respondents prefermost commonly figured on the third place (26.53%)
“offer of goods and services in the highest quality and least frequently on sixth place (7.14%).Women
(40.84% of respondents). At the first place lalselle preferred it most on thé"place (16.67% women) and
the answer 46 men (42.99% of the total number of at least on the"place (11.81%).
men) and 61 women (39.35% women). In the answers  Taple 2 shows the absolute order of answers by
of respondents, we can see some discrepancy withgender and educatiolf.a respondent assigned to the

other surveys. According to each study, Slovak answer  place; we gave it 7 point§he second place

indicated only 12.15% men and 14.19% women oOn yhose amount determined the final order of

the first place.By men, buying the cheapest goods espondents” choice.
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Table 2. The order of preferred business symbolsdshon importance

Men Women
. Rank of . Rank of
Answer Weighted Absolqte occurrence Weighted Absolu_te occurrence
order of orderin order of order in
most | least most| leas
preference % preference %
frequently frequently

Offer of goods and services t th ¢ h_
in the highest quality 621 21.77 b 6 882 21.26 I —th
Protection of health and 454 1591 g —in 797 1921 i 7t
costumer safety
Providing the Wlde_st range 486 17.03 e gih 645 15.55 i) 7th
of goods and services
Offering fche cheapest goods 398 13.95 " gih 569 13.71 % gh
and services
Incr_eased emphasis on the 347 12.16 & 1t 563 13.57 ) 1t
environment
Offer of _addltlonal services 272 953 & 1t 336 8,10 # 15t
(packaging, transport etc.)
Offer of the more forms
distributions (various forms 275 964 & 1ot 357 8.60 B 1ot
of e-commerce, postal
packets etc.)

Source: Own elaboration

The choices “Offer of goods and services in the
highest quality” and “Protection of health and
costumer safety” are on the first and second plages
both gender. In spite of the fact that every aresdysr

It is visible that the rank of responds made byrthe
whole weight comparing with rank made by theirtfirs
choice is little bit different. While the responderof
both gender preferred above all quality, in theoaec
public opinion is talking about the primacy of mic  places are already differences. The male resposident
sensibility of Slovak customers, in our survey iis i  more prefer on range of choice, female respondents
third place (13.27% men, 15.28% women). Men chose chose mostly health and safety. We assume thaein t
the choice of purchasing the cheapest product mostprice sensitive Slovak society chose quality inftrss
frequently in the third place (26.53%), less fraalye places was not very faithful.
in the SiXth place (714%) Women Chose th|S ChOice The question “HOW many resources g|Ve traders

most frequently in trtle*?place (16.67%, 24 times),  and entrepreneurs from their own sources to clegita
less frequently in the'Bplace (11.81%, 17 times). causes?” followed up with the previous question.

Answers of respondents by gender are shown Table 3.

Table 3. Respondents' opinion on the level of epieneurs” charitable activities

Answer Men Women
Number % Number % Average
QOver their own economic possibilit 7 6.5¢ 11 7.0t 0.07
To a reasonable deg 34 31.7¢ 5C 32.0¢ 0.3
Few resource 54 50.47 77 49.3¢ 0.5C
Don’t give resourct 12 11.2] 1€ 10.2¢ 0.11
No answe 0 0.0C 2 1.2¢ 0.01

Source: Own elaboration

The respondents” answers, based on their maintain that they give only few resources, 5.26% o
economic activity, shows Table 4. Up to 13.16% of entrepreneurs marked the alternative “over thein ow
traders think, that they don’t contribute for ctadie economic possibilities"The answer “to a reasonable
activities of their own resources. 42.11% of them degree” marked 39.47% of entrepreneurs.
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Table 4. Respondents” opinion on the level of epteneurs” charitable activities — economic activity

Over their own .y
. o . To a reasonable Few Don’t give
Economic activity / Answer economic d No answer
s egree resources resources
possibilities

Entrepreeur, tradesme 3 15 1€ 4 0
Employee in a public / state se« 4 24 26 3 0
Employee in a private spht 3 17 45 5 2
Studen 7 17 26 10 0
Retirec 1 8 14 1 0
Unemployei 2 3 4 3 0

Source: Own elaboration

As we expected the amount of resources devoted of first choices the absolute winner is quality.case
to public purposes by traders, is generally comeidle  of taking into account every rank of responds, the
low. This was the opinion of 50.47% of male and result is changing significantly. The proportion of
49.36% female responders. The second most sharedquality falls into half and the positions of prieed
opinion is “To a reasonable degree” — men 31.78%, range of goods rises. The second mostly chosen
women 32.05%. It is very interesting that 13.16% of requirement by men and third by woman was the wide
entrepreneurs suppose they give for charitable range of offered products. We think this result is
purposes nothing and 42.11% not much. The most talking about understanding the principle of market
content group of respondents were the unemployed: economy or society of wealth. The women’s second
16.67% of them consider “Over their own economic choice “Protection of health and costumer safety” o
possibilities”, but 25% chose the choice “Don’tegiv  the other hand shows the traditional female role of
resources”. Besides the unemployed even studentsprotection of family.
shared the opinion that entrepreneurs donate very  The following question shows a realistic view on
much (11.67%), but more of them consider the possibilities of Slovak entrepreneurs. During early
opposite (16.67%). People employed in private spher times of plural democracy the sole entrepreneurs we
mostly say (62.5%), that entrepreneurs donate “To @& many times accused by selfishness and greediness.
reasonable degree” to charity. On the other hand However, the public opinion is continually changing
employees in a public and state sector thoughtthieat |y our days the employees are already fully awdre o

donated resources are few (42.11 %). difficult situation of entrepreneurs. The peopleally
know how complicated is to run a business andflot o
Conclusion entrepreneurs are not reach and thriving for sahiiv

the saturated market. In spite of 50% proportion we

o ) expected even more responds as “Few resources”.
After the summarization of result of the first

guestion we can notice two facts: In case of evalna
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CORPORATE SOCIAL RESPONSIBILITY AS AN ELEMENT OF CO OPERATION BETWEEN
NON-GOVERNMENTAL ORGANISATIONS AND LOCAL COMPANIES

Justyna KOGUT

Abstract

The article presents the phenomenon of cooperaitvween NGOs and local companies. The issue puard within
the scope of the Corporate Social Responsibilitycept. Firstly, the main characteristics of NGO gresented.
Secondly, models and stages of development dfytfésof cooperation are outlined. Finally, the al#i presents a few
case studies of such a cooperation. Local compamdson-governmental organisations belong to tifferdnt sectors
of the economy. Their activities take place ineddht spheres. Nonetheless, currently more and rofiem we can
observe a more intense cooperation between the B&@r and business world. There are plenty ofoeasvhy this
happens — starting from the common good up to reapignificant benefits from such cooperation. Norernmental
organisations are incessantly striving to fulfitieir social mission. On the other hand, commerc@hpanies notice a
need to complement their business goals with socies. As a results it constitutes a good foundd&to building long-
term mutually beneficial relations. The developmehthe society and public trust are key factorsilitating the
cooperation between these two sectors The CSR mioplag/s a crucial role in connecting the actionistibe NGO
organisations and local firms. The main goal ofthtrticle is to set out the characteristics of twperation between
non-governmental organisations and local firms ag pf the CSR concept. In the first part of th@gracharacteristics
of non-governmental organisations were presentedakas their functioning. A lot of emphasis was gn the aim of
their actions and characteristic features of thdb@d sector organisations. It was also describetiatv mainly
differentiates them from commercial institutions.

Key words
NGOs, local companies, corporate social responghiCSR, NGOs' cooperation with businesses

JEL Classification: L31, M14, M15

Intruduction Local companies are focused on achieving the
highest profit possible. It constitutes their prigna
goal. On the other hand, non-governmental
organisations do not act for the sole purpose ofitpr
Their main focus is to help the society. Despite th
fact that cooperation between these two forms of
activity is still not very noticeable in the marglksice,

) o organisations are becoming more eager to startauch
Corporate social responsibility is a concept based cooperation. It may be attributed to potential igse

on voluntary engagement of organisations which act gng profits resulting from starting this type of
for the greater good of the society and the cqoperation.

environment through their economic activity and
relations with stakeholders. CSR is mainly treadsd

a management strategy, but it is also considesed a
amore complex social phenomenon. Moreover,
according to this concept, when companies work out
their strategy they do not care solely about their
economic interest, but also about social issuesllo
community, ethical aspects and environmental
concerns. Taking into consideration all of these
elements enables them to maintain sustainablel The essence and characteristics of the non-
development and simultaneously leads to increased governmental organisations

competitiveness, positive brand image and good
relations with target groups. Non-governmental
organisations and local companies are also invalved
relations based on CSR.

Nowadays relations between non-governmental
organisations (NGOs) and local businesses are
becoming more and more common. The concept of
corporate social responsibility (CSR) has become
a basis for this cooperation.

The aim of this paper is to present and discuss the
concept of corporate social responsibility which
represents a significant element of cooperation
between non-governmental organisations and local
businesses. Available literature and internet nessu
have been used in order to present the aforemeation
issue.

In the state economy we can distinguish three
sectors of the economy. The first sector is comagris
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of national institutions whereas the second one is
made up by entities focused on making profit.
Moreover, we identify the third sector which cotsis
of social organisations, also called non-governadent
charitable or non-profit organisations. Organigatio
which belong to the third sector are not undertgpg

of supervision or oversight, apart from oversiglthw
regard to legality of their activities (Roszkowska,
Holysz, 2002, p. 34). The third sector also coasidt
voluntary associations of citizens, which play actal

role as intermediaries between the society and the
centers where state power is exercised. Non-
governmental organisations are not entities which
belong to the public finance sector and they do not
operate to make profit. Non-governmental

organisations such as foundations, associations and _

the like can operate as entities with legal perstyna
and entities without legal personality establisioed
the basis of provisions in the law (Oniszczuk, 2008
257).

Some scientists claim that non-governmental
organisations were first established around 20@ B.
and they were connected with the Egyptian populatio
which was preparing holidays or other religious
celebrations. These scientists also noticed aioalat
between these institutions in Europe and the

capacity by separate Act, such as foundations and
associations, with the exemption of:
political parties
labour unions and employers’ associations
workers’ control
foundations whose only founder is State Treasury
or entity of local government, unless:
a) separate provisions state otherwise,
b)wealth of such foundations is not entirely
owned by the state, municipality or is not
financed by public means as stipulated in the
Public Finance Act or
c) statutory activity of a foundation is within the
scope of education
foundations established by political parties;
entities operating based on provisions regulated
in the Physical Culture Act.
Non-governmental organisations can be also
defined as contemporary forms of social self-
organisation, as structures integrating groups of
citizens characterized by relatively mature social
identity, defined level of organisation, private
initiative, freedom of association, their indepemcie
and non-commercial character. They may be also
characterized by voluntary service and crucial iole
forming human attitudes (both for members of such

centuries. These orders were helping many poor andyith them) (Glisski, 2006, p. 8).

sick people through their charitable activities

(Kurleto, 2008, pp. 35-36).

The term ,non-governmental organisation” first
appeared with the establishment of Organisation of
United Nations in 1945. The main mission of social
organisations is to offer goods and services whiih
satisfy society’s needs. They are also charactébize
many other featuresSyiderska, 2011, p. 9). Among
their characteristics, we can distinguish:

productive and entrepreneurial activity
innovativeness in offering services and acquiring
funds

actions which lead to the improvement of local
development

jobs creation

stimulation of professional activity among the
youth and the unemployed (Borzaga, Santuari,
2003, pp. 39-40).

According to Article 3 Section 2 of the Act dated
24 April 2003 (Dz. U. nr 96 poz. 873, ze zmianami)
non-governmental organisations are:

entities which do not belong to public finance
sector as stipulated in the Public Finance Act;
entities which do not operate to make profit;

legal persons and organisational entities without
legal personality, which have been given legal

Non-profit organisations differ significantly from
commercial institutions. Among the differences are:

operating without making profit.

- variety of stakeholders who are not only clients,

but also society, public institutions, employees,

acquiring funds thanks to sponsors, donors and
grants,

variety of moral and ethical values as well as

differences in organisational culture,

members of the board do not get remunerated for

their role,

- lack of success indicators which show to which
extent a goal has been achieved (Courtney, 2002,
pp. 47-50).

To summarize, it can be stated that non-
governmental organisations are private institutions
which are brought to life and operate thanks to
common desire of those engaged, not based on
decisions made by public institutions. It is worth
remembering that private character of NGOs does not
mean that these organisations do not operate in the
public sphere. On the contrary, public sector &rth
main area of activity. Third sector is preoccupidth
solving social issues and helping those in neeldhal
profits these organisations make is used for furthe
help for communities and to achieve social goals
(Domanski, 2010, p. 26).
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2 Cooperation between  non-governmental based on giving money to the non-governmental
organisations and local companies within the organisations. The actions taken by businesseslyisua
scope of Corporate Social Responsibility do not have a strategic character. In this CSReqmnc

does not give businesses bigger profits. Thathg w
they usually decide to move on to transactional and
integrating model. Transactional model is based on
transactional form of relation, which is beneficiat
both parties. The cooperation between organisatons
significantly expanded. The companies become more
engaged in social programs and activities conducted
by non-governmental organisations. Finally, in the
integrating model, a real form of partnership takes
place. This stage requires a considerably bigger

creation relationships network between different commitment from both sides (Austin, 2000, pp. 73-

groups. All three sectors of the economy are 75). _ _
becoming more and more interdependent. Anew There are many reasons to engage in a partnership.
perception of the role of business in the socisty i NGOs can contribute to the partnership by providing
making these sectors even more inclined to work information about the local community or transfegri
closer together. Consumers' expectations and public Unique knowledge this community posses. They also
opinion make companies feel responsible for their have an ability to mobilise communities and make
results and social consequences of their actidmssg  Sure that the actions taken are in alignment withai

beliefs are reflected in new rules, practices ammins needs of a particular community. Additionally, NGOs
(Cwik, Januszewska, 2010, p. 9). can provide a business with independent monitoring

focus on sustainable development and other unique
resources. For a business this kind of partnership
also present new channels of communication between
an enterprise and local community and it can help
manage social conflicts and potential risks.
Cooperation and partnership with a non-governmental
organisation can finally constiute a part of a cogpe
social responsibility of agiven companyCwik,
Januszewska, 2010, p. 11).

Establishing long-term cooperation between the
business sector and NGOs sector is not aresult of
solely good will, but also identification of potéit
benefits from working on preservation of the
environment. It is crucial to know that a main msssi
to identify this common endeavour as a social
investment which can take advantage of resources,
possibilities, skills and methods available to both
partners. High dynamics and globalisation lead$fi¢o

Human capital and mutual understanding are
crucial elements of cooperation between enterprise
and NGOs. It is essential to understand that thisot
a purely commercial relationship focused on
generating revenues. In many cases, the valuectf su
cooperation may be unmeasurable for some
businesses and may not be noticeable straightaway.
Nonetheless, it plays a crucial role in the longrte
outlook. Brand improvement, responsibility for the _ . . .
community, raising awareness among employees that From NGOs point of view, potential profits
their employer is a credible business partner may _resultlng from cooperation with the business world
prove priceless for the companywik, Januszewska, include:

2010, p. 10). - increased effectiveness thanks to external support;

Many models of cooperation between business ~ adoption of work standards, commonly present in

and non-governmental organisations can be thebusinessworld; _ _
distinguished. One of the most well-known typology ~ access to resources: financial, human, material;
of relations was proposed by James Austin. He — @access to knowledge about management;
categorized the models of CSR concept, based on— increased professionalism;
seven levels: — increased efficiency and quality of work;
— diversification of financing sources;
- improved market standing .

On the other hand, businesses can benefit from:

— business’s engagement;
— meaning for the business’s assignment;
- invested resources;

- scope of activities; - easier access to local communities and other
- mutual influence; groups of stakeholders (non-governmental sector is
— strategic meaning; more trustworthy), _ _

- management. — access to professional knowledge regarding social

James Austin claimed that there are three levels of  iSsues, especially local ones as and ways of gplvin
cooperation between business and a NGO. It is the them,

philanthropic,  transactional, and integrating — improved image and reputation,
cooperation (Austin, 2000, p. 72). — possibility to take advantage of NGOs’ experience

with volunteers to facilitate the corporate

Philanthropic model is one of the simplest CSR .
volunteering programs,

models. The level of engagement is low and is mostl
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— accumulation of value inside of the company
(Cwik, Januszewska, 2010, p. 11).
Non-profit organisations are naturally open to
cooperation. This attitude encourages inter-seadtori
cooperation.

Good and beneficial cooperation should be based
on mutual understanding of the organisation and
sector in which the partner is operating. NGOs khou
know the specifics of having an economic activitg a
they should understand goals and aspirations af the
business partners. Moreover, previous experience in
cooperation with other non-governmental
organisations may be asign that agiven NGO is
capable of making mutual efforts.

Knowledge, experience and time are necessary
components of successful cooperation between non-
profit entities and businesses. Non-governmental
organisations should also initiate new relations an
suggest new partnerships. It is essential to erthate
cooperation is expected to continue in the longiter
so the partner can feel comfortable. That is why it
necessary to work on a good image of a given
organisation so it is perceived as a trustworthynea
(Rudnicka, Reichel, 2011, pp. 18-19).

The stages of cooperation between NGOs and local
businesses, are based on three levels. The fgpt &
focused on forming a cooperation. Organisations are
looking for adequate partners who can help theif ful
their social mission. At this stage they need tver
that they are a reliable and trustworthy partnéer€
are many things they can do to achieve that. Thay c
for example post information about the organisation
on the website or publish regularly activity regort
Business and NGO ought to act according to
Corporate Social Responsibility rules.

The second stage is the execution of the project
which requires signing an agreement. It can take
several forms such as cooperation, , donation,
sponsoring or a barter deal. Every agreement should
be complemented by an annex which defines the
budget and the schedule of the project.

The third stage is the termination of cooperation
or evaluation. Evaluation is comprised of overall

loss of independence — in case of an organisation
which for the sake of obtaining financing may
feel inclined to abandon its mission and values;
negative reaction from the external environment
— being judged because of a desire to improve the
image;

loss of credibility by an NGO in case of having
an acquiescent attitude;

focus on short-term gains — lack of prospects for
long-term cooperation;

waste of time and money — in case of engagement
in an ineffective and inadequate projects;

negative media coverage or lack of attention from
the media;

leakage of information for example information
covered by business secrecy protecti@wik,
Januszewska, 2010, p. 12).

3 Relations between NGOs and businesses — case
studies

3.1 Research methodology

The aim of the article is to exhaustively analyze
and characterize the cooperation between non-
governmental organisations and local companies. The
main research method was a statistical analysibeof
data presented in the Report based on the research
conducted within the project ‘Support for partngosh
- knowledge, tools, practice’. Additionally, the e
presents a case study regarding the cooperation
between the business world and non-governmental
organisations as part of the concept of Corporate
Social Responsibility.

3.2 Exemplary relations between NGOs and local
businesses

All over the world, there are multiple examples of
relationships between non-governmental organisation
and local companies within the scope of Corporate
Social Responsibility. The parties engaged in saich

summary and assessment of both partners. The valuesooperation do their best to make sure that such a

of the project are assed using specified critefibey
gather analyses and interpret data. Results of the
project are compared with initial assumptiofsvik,
Januszewska, 2014, p. 32).

Despite the fact that good cooperation usually
brings only great results, it is not always theecas
Before starting the cooperation, it is crucial &ke
into account potential risks and analyze them
thoroughly. Negative consequences may include:

partnership is noticeable and acknowledged by
a general public.

A survey was conducted in Lubuskie Voivodeship
in Poland in 2015 as a part of the project ,Suppanrt
partnerships — knowledge, tools, practice”. The aim
the research was to recognize preferences expressed
by from the business world and the NGO sector when
it comes to starting a cooperation. The emphass wa
put on rationale for such a decision and ensuing
consequences. Figure 1 presents reasons, given by
representatives of the business sector to start the
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cooperation with non-governmental organisations in
Lubuskie Voivodeship.

The research conducted by the CSR Profit
Foundation showed that there are multiple reasons f
starting cooperation with NGOs. 22,2% of those dske
are of the opinion that cooperation with the NGO
sector positively influences company’s image. It

enables direct contact with target groups. Almast h

of the abovementioned percentage starts cooperation
with NGOs because their activity is in alignmenthwi
mission and strategy of a company. The same number
of respondents claimed that a particular orgarigati
suggested an interesting project and it is of great
renown in their region.

Fig. 1. Reasons for starting cooperation with NGQexpressed by businesses)

22,2%

Source: (Nieporowski, 2015, p. 8)

From the NGOs’ point of view, cooperation with

m Convergence of missions and strategies

® An interesting project was presented

® Recognition in the region

m Positive influence on a copmany's brand image
m Direct access to target group

Substantive support

mission and strategy of the firm which was in

businesses in Lubuskie Voivodeship seems remotely compliance with the one the organisation has.

different. Figure 2 shows reasons to start coojmerat
with local businesses in Lubuskie Voivodeship. 26,5
of the entities started cooperation because a caynpa
replied to their enquiry. 18,2% of NGOs started

cooperation because of their previous cooperation generally short-term and

Moreover, advertisements presenting a possibility o
support were also encouraging to contact a paaticul

company and start cooperation. Non-governmental
organisations shared that their cooperation was
was mostly based on

with a given business. Only 9,1% of the respondents financial support.

said that deciding factor to start cooperation wees

Fig. 2. Reasons for establishing cooperation withdinesses (expressed by NGOs)

Source: (Nieporowski, 2015, s. 9)

= The company's strategy in consistent with the NGOs
activities

The announcement of support possibilities

= The company positively responded to a cooperation

request

= The company itself proposed a cooperation

m Other
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Furthermore, the research included analysis of
areas where two parties are most likely to cooperat
Partnerships are usually formed in three areassid e
education, social innovations and social inequliti
Over 20% of respondents mentioned each of those
spheres.

Similar number of those questioned perceived
their cooperation as very good and as bad (abc¥t 30
in both cases). That is why, it is hard to assass t
cooperation and make a final evaluation of
cooperation  between companies and non-
governmental organisations in Lubuskie Voivodeship.

Lubuskie Voivodeship is a place where
cooperation between these two sectors of the ecpnom
is very dynamic and versatile.

An initiative taken by Interniti company targeted
at NGOs is an example of cooperation between
businesses and non-governmental organisations in
Lubuskie Voivodeship. Interniti is a company which
specializes in creating Internet services and acarti
portals and internet applications, internet staand

the like. Between January and June 2014 the company

implemented system for technological support for
local NGOs. Interniti started cooperating with sbn-
governmental organisations having its seat in
Lubuskie Voivodeship. Partnership helped to create
an IT product thanks to which NGOs could be present
on the Internet and have their own websites. Theie
websites enable communication with stakeholders and
enable NGOs to present their activities. On thesmoth
hand, improving the image of Interniti, building
lasting relationships with social organisations and
popularizing CSR strategy was important for the
company.

Lubuskie Voivodeship is one of regions in Poland
where cooperation between the NGO sector and
commercial sector is noticeable. Both partners tare
raise awareness of such practices in the hope of
potential benefitsRodsumowanie prac nad projektem
strona WWW dla NG(2014).

In Poland this kind of practice is gaining in
popularity. These actions are being noticed
nationwide they are made locally.

One of the examples may be nationwide
educational and informational campaign “Sprawd
kto sprzedaje Ci enexgi (“Check, who's selling you
the energy”) which was conducted in April 2014 as
a result of cooperation between The Association of
Energy Trading (TOE) and RWE Poland (public
corporation of energy trading in energy industmjl a
other Polish energy companies. The Association of
Energy Trading along with its coworkers raised
awareness among consumers with regard to their
rights on the energy market. They tried to do ihgs
mass media such as radio, internet and press. s pa

of the campaign RWE signed Electrical Energy
Sellers'Code of Coduct, prepared by TOE, where it
declared that its actions will comply with the Caufe
Coduct in order to support the protection of ckent
against deceptive sellers. Individual clients wire
adressees of this campaign. One of the goals sf thi
action was to support the development of competitiv
electrical energy market, which will be based oin fa
play rules. A possibility to change the seller ddou
serve customers who should receive comprehensive
information before signing the contract about @ioé
energy, distribution fees and other agreements twhic
may potentially influence the settlemerdagilamy
spotecznie innowacje. 2015, p. 15).

Another example may be cooperation between Citi
Handlowy Bank and Anna Dymna’s foundation
“Mimo wszystko” (“Regardless of anything”) during
the organisation of the Polish Nationwide Festin@al
Enchanted Songs in honour of Marek Grechuta. In
years 2006-2009 volunteers from the bank were
several times engaged in organisation of the falstiv
The were taking care of disabled people before and
during the concerts, working as conference servive,
entertaining children in the “play area”, selling
gadgets promoting the foundation “Mimo wszystko”.
Additionally, they twice organised atrip to Cracow
for a group of 30 intellectually disabled peoplenfr
Theatre Radwanek.

Volunteers from Citi Handlowy Bank also
cooperated with many other organisations such as
Orphanage “Julin”, Fundacja Teatru Matego Widza

(Foundation Small Spectator Theatre), Fundacja
Mtodziezowej Przedsibiorczaci (Youth
Entrepreneurship Foundation), Agricultural

Association “Masurian Land”. AKAT Foundation,
Housing Estate Club Surma, Warsaw Marathon
Foundation, Center for Social Communication of
Warsaw City Council and many other organisations
and institutions  from all over Poland
(http://lwww.citibank.pl/poland/kronenberg/polish(66
2.htm).

Another example of the cooperation between non-
governmental organisation and local business can be
“Wielka KampaniaZycia” (“A Big Life Campaign”),
run by the Avon company. It has been hosted since
1992, and its aim is to fight with the illness, winiis
the most common type of cancer concerning women.
Along with the Stowarzyszenie Amazonki Warszawa-
Centrum (Warsaw-Center Amazon Association), the
company manages to spread knowledge about the
prevention of breast cancer, and making women aware
that the early detected illness can be treatden
subject take upon themselves initiatives such as
“Gabinety z RGgowg Wsigzka” (“Cabinets with Pink
Ribbon”), where one can get an ultrasound of bsgast
and the “Marsz Ribwej Wshzki” (“March of the
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Pink Ribbon”), which aims at highlighting the issue partners and they need to be aware of their nemdls a
and support of the campaign by the society (AVON expectations. An NGO which is fully aware of its
kontra rak piersi, 2016). goals will be able to compromise, inspire othensirs

Aforementioned campaigns and projects are one its knowledge and lead projects by effectively maki

of many examples that are organised in Poland knd a
over the world. They prove that cooperation betwee
businesses and social organisations is becoming mor
and more popular and receive increasingly more
support from many social groups

Conclusion

Cooperation established by non-governmental
organisations and local companies is a processhwhic
requires engagement in planned actions
initiatives. To fulfill the mission and reach goals

and progress

advantage of both its and its partners resources.

Organisations need to remember that common
execution of one-time project can be very bendficia
for both sides, but only long-term cooperation and
desire to consistently fulfill their mission cornste
a way to achieve social goals. Partners shouldesto
cooperate in the long-term. Only this type of até
can ensure the continuity of the project and can
provide beneficiaries with real support. That isywh
maintaing a good relationship with a partner is of
crucial importance. Partners should be informecubo
in the project and made aware of
considerable effects. Cooperation should be eveduat

partners need to invest their time as well as human Contact and further actions should be initiated.

and financial resources.

In order to have aregular and worthwile
cooperation non-governmental organisations and loca
companies need to be convinced that they are Valuab
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SYSTEMIC APPROACH TO INFRASTRUCTURE DEVELOPMENT FOR INDUSTRIAL
INNOVATIONS IN A CERTAIN REGION

Jana KADLUBCOVA

Abstract

The paper concerns a question of the systemic apprado industrial innovations creation and implerzgion in
selected region of the Czech Republic. It is fatumsainly on infrastructure development for industrmgovations from
economic, political, social, technological and exgital point of view. Industrial innovations cangsificantly
contribute to a long-term economic prosperity aminpetitiveness of enterprises as well as the wreg@n. Their
successful and open creation, implementation antagement are dependent on appropriate businestegiyrand also
on quality of external environment, especially astructure background and its sustainable developrmbe paper
deals with the importance of industrial innovatiofe long-term economic development and competidgs of
enterprises, region and states. It is mainly abexternal environment, consisting of political, eopnc, social,
technological and ecological factors that have itahle influence of industry innovations successl avorldwide
competitiveness. The analyses have shown the BiogeEnportance of innovation governance on regidenel. Part of
several studies showed that regional policy hasesompact on innovation capacities of region. Inritmas require
cooperation and networks

Key words

innovation infrastructure, competitiveness of eptises and region, industry innovations, systeraatdrs of external
infrastructure of innovations

JEL Classification: 014, 018, 031

Introduction economic situation requires necessity of innovation
activities, flexible decisions and operation of

Innovation efficiency of firms is often considered enterprises according to their individual goals and

as the key factor of a long - term competitivenefss economic incentives.

regions. Mainly the industrial innovations are  Anyway, innovations are depended not only on
inevitable for long-term economic growth with internal environment of a firm, but also on extérna

positive influence to social sphere, especially conditions, they are costly and.connected with. risk

of business is reflected also within regions amties; ~ convenient environment for their development
anyway, not implicitly. Actually, the success of Projects.
enterprises is strongly dependent on their market It is closely connected with the infrastructure

position, ability to avail an opportunity, flexible level and conditions for business activities. Ragio
action. To be successful, they have to offer that are in stagnation or recession have an oppubrtu
appropriate quality and price of products and sewi to systematically support their development. One of
to customers. the possible ways is a systemic attitude to paditiv

Nowadays, due to intensive global influences, influence innovation activities in a region withihe
most of enterprises are exposed to international Whole innovation process (from creation, testing,
competition caused mainly by advanced information @Pplying, successful commercialization to final
technologies and technological progress. Due teethe diffusion). This approach is increasingly interegti
worldwide trends they have to flexibly launch for national, regional and even local authorities t
innovations that can drive business activities to achieve the social and economic goals.
success and also considerably contribute to ecanomi
growth and socio-economic development of regions 1 systemic approach to innovations driving
and states. But successful innovation process from towards economic and social development
invention to implementation is depended on effectiv
research, technical, organizational, financial,ifess
activities that must be appropriately managed.tuélc
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The systemic approach to innovations is a
favoured framework for describing, analysing and
understanding the process of innovation of various
levels. It enables to promote and ensure sustanabl

ethically acceptable and societally desirable
innovations.
Innovations act as essential drivers of

competitiveness and economic dynamics. According

national and regional structural weaknesses and
disability to use opportunities.

Most states of the European States produce less
than before the crisis in 2008 and most of their
economic areas are improving slowly (e. g.
unemployment rate, mainly for disadvantaged people
and groups). The economic crisis and recession
strongly influenced manufacturing area — the whole

to Schumpeter, innovations ate the basic impulse of output in EU declined within 2008 — 2013 by 12 %.
economic change and an occurrence of discontinuousAnyway, it is one of the most important sector that

change is the core of economic development which provides employment.

moves the economy from its static stage to the
dynamic phase of fits and starts. Mainly technalabi
innovations often lead to temporarily monopolieghwi
competitive advantage. Other firms are motivated to

In the Czech Republic the
manufacturing output is now 35,5 %, the employment
range is similar (34,8 %), (Eurostat, 2012). These
figures reflect the significance of this economieaa

for complex economic development and growth.

innovate and improve their products, services and Pressure on resources, new technologies, knowledge
business processes too. In this phase Schumpetemand skills bring challenges for enterprises andlevho

highlighted the role of entrepreneurs and theititgbi
to carry out new uses and combinations to be

states to meet requirements of a new economy
demand (Novakova, 2011).

competitive and survive. He admits that innovai®n How to find proper ways leading to

a process of “industrial mutation” that incessantly manufacturing sector development? There is a
revolutionizes the economic structure from within question, how to guide the progress of research and
incessantly destroying the old one, incessantly development realized within science and business
creating the new one. subjects into socially beneficient tracks?

Development of a region is a long-term process
of structural changes substantially driven by
innovation. Successful innovation process is legqdi
to real economic growth, investments and
employment. Anyway, it inevitably depends on
entrepreneur personality and ability to coordinate
activities within invention, innovation, diffusioand Many authors emphasize both the neccessity of
imitation phases. entrepreneurship and systemic approach to

The two latest phases lead to the real economic innovations within the whole innovation process.
growth and development but they are most risky and Veber considers innovations as changes, that aacur
expensive. That is the reason to point that the real structures and meet a requirement of novelty.
intelligence, alertness, energy and determinatien a 1€y are connected with inventions as results of
essential characteristics of these, who are reggens ~ natural human thinking activity about natural and

for successful innovation process (Schumpeter, 11982 social relations and their utilization to an own
development (Veber, 2009). Klas emphasizes that

innovation is a new technology, i. e. the systemati

application of a new knowledge to new resources to
produce new goods or new services (Klas, 2005). On
the other hand, innovations are about responding to
the change in a new, original way. They are about

It may seem limiting or too difficult for many  9generating new ideas, conducting research and
economic  subjects, business units, research development, improving processes, revamping
institutions to undertake innovations in ethically Products or services (Brem, Wolfram, 2014).
acceptable way considering common good, interest of According to Drucker, innovation is a specific
sustainability for future generations as nowaddngs t  tool of entrepreneurship, the means by which firms
national economies are open and connected and itexploit change as an opportunity for different bess
brings more intensive competition influences. Récen or different services. He emphasizes that innowatio
economic crisis caused a drop of economic and shall be attractive and beneficiary for managers to
political efficiency in many countries. Many of the motivate them to realize innovation process
experienced a weakening in economic, social and successfully. He doesn’'t focus on the entrepreakuri
industrial sphere; they did not then invest evethto psychology or traits, but on their actions and
basic infrastructure and now it is reflected inithe behaviour. Entrepreneurs shall focus on systematic

3 Interaction of enterprises and other subjects
engaged in innovations and regional
development

2 The role of appropriate entrepreneurship for
prosperity of business units and a whole
region
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innovation which consists in the purposeful and normally do not innovate in isolation. They intdrac
organized search for changes, and in the systematicwith other organizations and they do so within a
analysis of opportunities such changes might bring context of institutional rules. The long-term
new value. Moreover, they have significant impatt o innovative performance of firms in manufacturing,
the economy and society. Drucker stresses manageriahigh-tech and science-based industries is strongly
visions shall be focused on strategic planning that dependent upon the interactions of these firms with
considers threats and opportunities and shall universities and research institutes. Therefore,
concentrate on the knowledge-based innovations. His settlement of an innovation system must be mone tha
view of their source is in a careful analysis ofsiig simply an enumeration of its elements.

social, economic and perceptual factors, cooperatio Currently, many emerging and also developed
with scientists, focus on strategic position andk@&  countries invest into research, industrial techgiel®
practicing entrepreneurial management to reduge ris  and infrastructure to gain a competitive advantage

It is inevitable to have an innovation plan andcsii®  global markets. They can use systemic tools theat ar
objectives to realize successful innovation process aple to significantly influence intensity in whifinms
leading to the real growth of a business, a bramth  create, manage, develop and implement innovations.
whole economy on the national and regional level The guidelines may be found in Europe 2020 Strategy

(Drucker, 1982). where innovations are perceived as a means toetackl
On the international level there are many major societal and economic challenges.

organizations  supporting systemic approach to So, the innovation activites should be

innovations as all-society affairs. Innovation pwgli systematically supported mainly via building of

includes elements of research and developmentinfrastructure and systemic conditions by local,
policy, technology policy, infrastructure policy @n  regional, national governments and international

education policy. Innovation policy — or other kinof institutions. They are able to influence and atéiva
public intervention — shall be a complement to the external frameworks determining innovation actesti
market, not replace or duplicate it. In most otkieds and competitive advantage of firms. And it usually
of public policy, the state does not use the market concerns all main political, economic, social,
mechanism. technological and ecological factors of external
Instead it complements or corrects the infrastructure.

consequences of it. This is certainly the_rema.lé<abl The paper concerns the area of infrastructure
share of all public policy. Most public policy dfii development for industry innovation creation and
kind is selective, rather than general. It is défedn implementation in Liberec region of the Czech

the sense that the consequences of it are notrmjfo  Republic. The main goal is to analyse and summarize

policy-makers must, for example, allocate public grjving to the successful development of compeitiv
research funds between fields of research (Dvoracek gng effective industrial sector and contribute to
2003). increasing business performance. These analysks sha
On the European level mainly the European lead to finding the tools and ways to encourage
Union and European Commission activates this field innovations, research and development in proper
through continuous analysis, dialogue, actions and economic branches. Due to an ever changing and
financial support and distribution to the approfia competitive environment, enterprises and also whole
fields of economic, social, technological, ecolaflic  states have to adapt to these global trends. The
and political sphere of life. It also cultivatedateons sustainable economic growth is increasingly related
among different subjects, considering complex the capacity of regional economies to innovate,
features of future development. One among them is a transform and develop. For this purpose the Eumopea
entrepreneurial management. Thus, the force of Commission allocates substantial amounts towards
entrepreneurs is always a strong base for future innovation in a wider sense — supporting approgriat
success in business, development and growth. infrastructure, areas and branches. It is refle@ted
According to European Commission surveys, cohesion programmes for a period of 2014 — 2020 tha
there are also many strengths within the European @m to smart specialization strategies for indiatlu
space. It has a talented workforce, a powerful regions to mobilise the innovation potential of Bhd
technological and industrial base. There is anrale ~ National regions driving into long-term sustainable
market and a single currency that have successfully &conomic growth.
helped it resist the worst. Social market econorag w
tried and tested. There should be a confidencéént 4  Regional context of industrial innovations
ability to set a common agenda for future sustdeab development and support
development and then gear efforts to deliver tmBi
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The empirical analyses concerned the analysis of know the characteristics of a region accordinghi® t
external conditions for industrial innovations ¢iea competitiveness pillars set by the cohesion armlysi
and implementation in a selected region of the 8zec methodology of Ernst and Young. One of them is the
Republic. There are eight regions on the NUTS Il infrastructure

level and in terms of GDP per capita, there areaine Within the analysis of statistical data according t

the largest disparities among regions in the Czech this methodology key features of infrastructure aver
Republic. The 80 % of Europe’s export accounts gnalysed and described:

industry, 65 % private sector research and

development comes from manufacturing (Klusacek, Transport infrastructure

2004). Thus, Czech government plays an important - Network effectiveness
role in encouragement of firms to increase investin -~ — |nfrastructure network design
research and innovation-related activities. In . .

. ; . - Quality of life
accordance with EU cohesion policy and ) _ _ N
recommendations of Innovation Regions in Europe it — Innovations and business environment conditions
points the significance of regional infrastructuned When analysing thennovations and business

system of relations among key players in innovation  environment conditions the political, economic,

The main goal of a paper is to detect key features social, technological and ecological factors were
of political, economic, social, technological, considered. Every factor was evaluated as an awerag

eco|ogica| infrastructure Supporting innovations, from its 3 features that describe it in detail @BCBJG
development and growth. The key information to 1—35, 1 ... the best value, 5 ... the most weak value)

Table 1. Innovations and business environment oberec Region, factors evaluation

Factors of business environment Factors evaluation based on efficiency
political 2,3

economic 2,7

social 3,0

technological 3,0

ecological 3,3

business environment conditions (av.) 2,9

Source: calculations of the author

The political factors influencing innovations and region. The ecological factors have a weak evalnati
business environment conditions were evaluated in Liberec region infrastructure of innovations and
according to political stability in region (2), aaty of business environment. The results show that thés goa
regional governments in regional development in the area of industrial innovation, traditional
support (3) and ability to create cooperation nekso manufacturing innovation, social innovation, public

(2). The average value is: 2,3. procurement innovation and workplace innovation
The economic factors were evaluated according shall be set.

to regional GDP per capita (3), gross value ad@gd ( The qualitative analysis of surveys and

cohesion policy (2). The average value is: 2,7. documents showed, that much unique tangible and

The social factors were evaluated according to intangible results occurred in these branches withi
rate of unemployment and new job opportunities (4), this region through ages.
education (2), risk of social disabilities (3). The Another reason is the knowledge - knowledge of
average value is: 3,0 individuals, who are educated, skilled, experieniced

The technological factors were evaluated @n initial area, knowledge of managers who
according to private investments to technology Successfully led enterprises in the past and aepite

is: 3,0. Key role play also local and regional authoritipatt

shall guide the region to sustainable economic and
social prosperity (Deschamps, 2014). Interactiod an
, ) interdependence is one of the most important
~ The analysis shows that the most stable is the characteristics of the systemic innovation apprpach
regional government action towards innovation \yhere innovations are thought to be determined not
development, followed by economic level of the ony by the elements of the system but also by the

The ecological factors were evaluated according
to pollution (3), environment (4) and energy (3),
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relations among them. For example, the political, innovation tools. Through infrastructure the bebavi
economic, social, technological and ecological. of firms is also influenced by a social and cultura

Initiative entrepreneurship, ambition, ingenuity ~contextin a wide sense.
and innovations are important for success in bgsine These external conditions are often seen as
Industrial innovations are result of research, e, specific to local, regional or national contextsit b

organizational, financial, business activities that they are also dynamic: their forms of operationngiea
together form an innovation process from inventmn  with political conditions, changing technological
innovation implementation within industrial or salci opportunities, economic integration processes,

business environment. Then comes an adoption of demographical and social context and so on (Pavlik,
market that responses to a diffusion - reaction of 2005).

customers decides about the success of an innovatio
But there is also the structural and social dimansd
consider when aiming to the long term sustainable
development and economic growth (Dytrt, 2009).

Question is, how many entrepreneurs are able to _ S€Ven years after the beginning of the financial
keep up with nowadays dynamic changes and operateCrisis in 2008, its consequences are still beirlg fe
their business appropriately? Historically and also &round the world - lower productivity growth anghi
nowadays the imbalances occur, especially in the Unémployment, recent geopolitical affairs - have
economic and social sphere within states or regions added to economic difficulties. At the heart of an

Conclusion

That is a reason for necessity of institutional
interventions to relieve their impact and focus on
appropriate direction of activities and changeslilega

to the future sustainable development of state or
region (Ziolkowska, Ziolkowski, 2008). That is the
reason for interventions of regional and state
governments, and even international institutions
aiming to support and set the appropriate long-term
infrastructure and support for active entreprer@prs
and positive actions in every sphere of local,aegl|,
national and even international development. Tageth
with proper entrepreneurial activities and market
power they contribute to positive sustainable
development growth in economic sphere with positive
impacts to economic, social sphere and qualityfef |
And it usually involves all four sectors — business
government, society and the household (Hajek,.¢et al
2014).

Firms also interact with non-firm organizations
such as universities, research institutes, private
foundations, financing organizations, schools,
government agencies, and others that are connecte
with innovation process realization on market asd i
positive feedback. The infrastructure context wathi
which enterprises interact is constituted by laws,
social rules, cultural norms, routines, habitshitaecal
standards, etc.

The infrastructure consists of rules, it shapes the
behaviour of firms and other organizations by
constituting constraints and/or incentives for
innovation. It is partially created by design, for
example patent laws or (some) technical standards.
Another part has evolved spontaneously over periods
of time, such as various kinds of social rules avits.

Those designed by public agencies may serve as

economy’s competitiveness is its capacity to grow.
Initiative entrepreneurship, ambition, ingenuitydan
innovations are important for success in business.
Industrial innovations are result of research, écdd,
organizational, financial, business activities that
together form an innovation process from inventimn
innovation implementation within industrial or salci
business environment. Then comes an adoption of
market that responses to a diffusion - reaction of
customers decides about the success of an innovatio
But there is also the structural and social dimansd
consider when aiming to the long term sustainable
development and economic growth (Herman, 2008).

Question is how many entrepreneurs are able to
keep up with nowadays dynamic changes and operate
their business appropriately. Historically and also
nowadays the imbalances occur, especially in the
economic and social sphere within states or regions
That is a reason for necessity of institutional
interventions to relieve their impact and focus on
appropriate direction of activities and changeslilega

do the future sustainable development of state or

region. That is the reason for interventions ofoeal

and state governments, and even international
institutions aiming to support and set the appsadpri
long-term infrastructure and support for active
entrepreneurship and positive actions in every rgphe
of local, regional, national and even international
development. Together with proper entrepreneurial
activities and market power they contribute to fresi
sustainable development growth in economic sphere
with positive impacts to economic, social spherd an
quality of life. And it usually involves all fowgectors

— business, government, society and the household.
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PUBLIC ADMINISTRATION IN THE TERRITORY OF THE SLOVA K REPUBLIC UNTIL 1989

Eva KOISOVA, Jana MASAROVA, Jozef HABANIK

Abstract

Public administration in the Slovak Republic stefnasn traditions related to public and local goverents in its territory.
Historically, Slovakia used to be part of otherdar political and state units. The beginnings oé tierritorial public
administration of present Slovakia date back toQttecentury under the first Slavic state knowrGasat Moravia. Following
the demise of Great Moravia, the territorial staeministration underwent many changes and evolvettiuthe Kingdom of
Hungary, followed by Austro-Hungarian Empire, thee€hoslovak Republic of 1918; independent Slovate Sfter 1939;
and unified Czechoslovakia after the World War ithva socialist system of public administration gmance. Managing
certain social issues and needs that are necedsarthe coexistence is as old as civilization fts€hat is why, people have
long been trying to find civilized forms of muteabperation and social life. The purpose of thegap to present the history
of public administration in the territory of Slovakfrom the 6th century to 1989

Keyswords

Public administration, territorial and administrate division, municipality,Samos Empire, Austria-Hungary,
Czechoslovak Republic

JEL Classification: H70, H83, N93, N94

Introduction Avars and later by the Franks. Janas states (20@J,
that Samo managed to protect his empire from the

Managing certain social issues and needs that areAVars and the Franks, and booked his greatest ssicce

necessary for the coexistence is as old as citibiza in 631 in a three-day battle of Wogastisburg when h

: . . defeated a Frankish army. SasdEmpire collapsed
itself. That is why, people have long been trying t L
find civilized forms of mutual cooperation and sci after the death of Samo — an authoritarian leaddr a

life. It should be borne in mind that the curreoinfis :ﬂ:gré? 2\5/; ZE& n’éﬂ? tﬁilgvtisn:i”n%rgcaesa\?:g;;gt;ir
and methods of managing issues of public interest :

L . . : the fall of the Avar Empire, old Nitra region was
have their origins in ancient times or early Middle . .
Ages. (Raadschelders, J. C. N., 1998, IX) created in the territory of present-day Slovakiao(ee

the Danube river). Social and economic changes went
hand in hand with building fortresses — centres
1.  Historical evolution of public administration administration, production and military power. The
until Great Moravia Principality of Nitra was ruled by the dynasty of
Slavic origin that helped to establish a new state

Archaeological findings indicate that settlements oOrganization. The Principality of Nitra was notedl
of higher importance had existed in the first céets Py @ king, but one of the elders. The elder or ykad
AD in the territory of todays Slovakia, and some had (according to Western custom, a prince) was the
been preserved until the arrival of the Slavs. Ftoen ~ leader of domestic tribes who made all the decssion
6" to 9" centuries, the vast area of Slovakia, Pannonia Prince Pribina was the first and most significamt i
(area stretching to the Hungarian Great and Little Nitra. The territory of the Principality of Nitra as
Plain), Bohemia and Moravia was inhabited by Slavic divided into smaller administrative units called

tribes. (Kutik, Karbach, 2011, p. 16). The firspsar “grady” that were later referred to as countiespfgu
tribal union of Western Slavs was the SasnBmpire ~ Counties were headed by county heads (Zupani) who
(623-658), which was established after a successful Were of noble birth.

rebellion of Slavic tribes against Avars. The revol This period is also known for the foundation of
was led by a Frankish merchant called Samo who was Principality of Moravia. The principality was ruldxy

later elected as the king of the empire. San@mpire, Mojmir 1. who defeated Pribina in one of their
however, cannot be regarded a state. It was a loosemilitary clashes and unified Moravia and Nitra
and voluntary tribal union of highly independeribat principalities in 833, thus founding a new terrigbr

territories and it was also a defensive unionibes at unit known as Great Moravia.
times when the Slavs felt most threatened by the
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2.  Historical development of territorial and Moravia was referred to as the Kingdom — Regnum.
administrative arrangement in the territory (Sutaj, 2003, p.7) The king — Prince of Great Maav
of the Slovak Republic until the foundation possessed unlimited military, political and economi
of the Kingdom of Hungary power, i.e. he acted as the highest administrative,

judicial and legislative body as well as the chief
commander of the army. In order to manage the
country, special court offices were set up and the
highest official and administrator of the entireudo
was a court county head — comes, palatii, palatinus
Chancellor was responsible for written agenda and
correspondence with the Pope as well as the rafers
surrounding countries. The territory of centralioag

of the state was further divided into countiesi{as),
consisting of a county’s fort and some smaller
settlements. Counties were led by county heads
possessing administrative, judicial and military
powers. The local government was organized at the
level of present-day village and was referred tamas

The oldest territorial organization was formed
during the Great Moravian Empire (833-907). This
system gradually became one of the most important
clearly organized state formations in Central Earop
From the perspective of local government, the eenpir
was built on the system of castles and the sodalle
castle counties. Many of the fortified settlemenese
centres of the second-level territorial adminisbrabf
the Great Moravian state. Its territories were feda
on the present-day Slovakia, Czech Republic,
Pannonia, parts of Poland, Germany (Srbska
LuZica/Lusatia) and Austria. Fortified settlements
T ot o el heated by a "l who was elcted by
administrative centres in the present-day territofy village residents.

Slovakia were located in Nitra, Devin, Bratislava, Svatopluk was one of the most important rulers of
Ducové, Pobedim, Ba and Zemplin. (Mesikova, (_Breat Moravia_(accqrding to some sources, he _had th
2008, p. 72) Great Moravian state form of governmen title rex, meaning king). The date of his birthnist
was a centralized monarchy. The state power wasknown, he died in 894. Under Svatopluk, Great
vested in the hands of the king — the supreme bbdy Morawan Empire reached the largest territorial
state power. (Sutaj, 2003, p.7) The entire Great €xpansion.

Figure 1: The map of Great Moravia

Source: http://historyweb.dennikn.sk/clanky/detgilil-a-metod-trvale-dedicstvo#.VdNPdfntmko

Thanks to the strong personality of Svatopluk, territory of the Principality of Nitra became a der
Great Moravian Empire flourished economically. duchy of the Hungarian Kingdom.
After his death in 894, the Empire gradually crueabl
to pieces. The Empire disappeared in 970 as atresul
of internal conflicts (between Svatopigk sons:
Mojmir Il and Svatopluk Il) and constant attacks by
Arpads army that later gained control of Nitra and
surroundings. In the beginning of the™dentury, the

3. Territorial and administrative arrangement
until 1918
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After the fall of Great Moravia and the foundation
of the Kingdom of Hungary in 1000, the territory of
Slovakia became part of Poland until 1029, when it
was re-incorporated in the Kingdom of Hungary.
From the 11 century, the Slovak territory gradually
became part of the multinational Hungarian medieval
state. In the beginning, the Hungarian state was a
centralized monarchy and all powers were held By th
king. The king had the final say in all the civiich
judicial matters. In controlling the kingdom, he sva
assisted by the Royal Council. The Royal Counc# wa
composed of the representatives of the churchlaand t
high nobility, and their powers were extended over
time.

Katik and Karbach (2011, p. 17) state that the firs
known state administration reform in Hungary was
carried out in the early T1century by Stephen I, a
member of the Arpad dynasty. The reform introduced
a system of comitati. Comitati were larger
administrative areas within the system of castles,
which were further broken down into castle disgict
The centres of comitati were royal castles — castra
civitates. (Sutaj, 2003, p. 7) Gradually, comitafi
Bratislava, Komarno, Esztergom, Nitra, Tekov, Hont,
Novohrad, Zvolen, Gemer, Spi$, Turany, Abov, Saris,
Zemplin and UZ were formed. Comitati were headed
by county heads — royal officials.

After the issue of the Golden Bull by Andrew Il in
1222, the Royal Council fulfilled even the legigtat
function and was involved in executing executive
power of the king. Special institutions called c¢bésl
places (loca credibilia) created in 1231 were of
considerable significance in the administrative
development in this period of time. Any chapter or
convent owning an authentic seal could become a
credible place. There were three loca credibilia in
Slovakia — Chapter of Bratislava, Chapter of Néral
Chapter of Spi§ as well as five convents —¢laursky
Convent, Zoborsky Convent, Svatdbdicky
Convent, Jasovsky Convent and Lelesky Convent.
(Mesikov4, 2008, p. 75)

In the second half of the tjlf:’:entury, efforts were
made to make the Royal Council subordinate to the
Diet. In 1298, a law was passed according to which
members of the Royal Council included two
representatives of the Hungarian archdiocesesvemd t

Table 1 Counties in Slovakia from the $4entury

by the Diet-appointed noblemen, which significantly
limited the decision-making powers of the king. Due
to the donation policy, huge amounts of land and
property of rulers passed into the hands of se@uldr
church dignitaries. Simultaneously, revenues of
comitati began to shrink and county heads were not
able to maintain their own army. For the donation
policy of rulers, only expenses of royal countiesrev
covered which aroused concerns among those
dependent on the system of comitati, especially
among servientes regis. (Praznovszky, 2010) These
events triggered efforts to abolish the systenoghk
counties.

In the 30s of the 18 century, royal counties
gradually turned into noble counties. The terrdbri
scope of noble counties was identical with theinal
territory of royal counties. The process of
transforming royal counties into noble counties was
not simultaneous and equal. In addition, consahdat
the territory and boundaries was lengthy and highly
complicated. For example, the territory of the Zvol
comitatus fell apart, its core, however still makimp
the core of the Zvolen county, and Liptovska,
Turcianska and Orava counties incorporated in its
northern part. (Kuatik, Karbach, 2011, p. 17) Thama
body of the county local government was the General
Congregation, which made decisions on all important
issues (approving statutes, announcing provinaias!
and regulations of the king or central Hungarian or
court offices, electing deputies to the Diet, colfitig
activities of and managing county officials,
negotiating important economic, administrative,
political and military issues). A county was led ay
county head (comes), from the™Bentury onwards
by the main county head who was appointed by the
king. Deputy county heads, and not the county head
himself, were the real administrators of the county

Volko and Ki§ state (2007, p. 21) that the rigid
feudal system, means of transport and the road
network as well as conservative Hungarian nobility
and gentry made the system of counties last umdil t
end of the 18 century, however, the most profound
changes  occurred in districts led by “iudices
nobelium”. From the 12 century, there were 21
counties in Slovakia (Table 1).

1. Abovska 8. Nitrianska 15. Tekovska
2. Bratislavska 9. Novohradska 16. Tdianska

3. Gemerska 10. Oravska 17. Jianska

4. Hontianska 11. Ostrihomska 18. Turnianska
5. Komaranska 12. Rabska 19. Uzska

6. Liptovska 13. SpiSska 20. Zemplinska
7. Mo3onska 14. Sarigska 21. Zvolenska

Source: Volko, Kis (2007, p. 21)
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In the 16th century, the Kingdom of Hungary was
attacked by the Turkish army and the Hungarian
Army suffered a crushing defeat at the Battle of

towns (up to 12,000 citizens). A city was headed by
the city council and the mayor, who was elected by
city residents. Villages (former feudal towns and

Mohacs in 1526. The battle of Mohacs was a decisive villages) that abolished serfdom had also thegeriml

event in the history of Slovakia for centuries.ekfthe
battle of Mohacs, Slovakia was incorporated in® th
Habsburg Monarchy, but this process was neither eas
nor smooth. The country’s internal weakness, Ttrkis

self-government system, which was composed of the
Municipal Representation and Municipal Council
headed by a mayor (richtér).

The revolution of 1848-1849 was a turning point

pressure and large-scale domestic unrest caused theor the Slovak nation in terms of the administrativ

Kingdom of Hungary split into three parts: the
Habsburg Royal Hungary, Principality of
Transylvania and Budatinsky pa3alik. (Janas, 2007,
19) The division of the Kingdom of Hungary was a
new chapter in the history of Slovakia. Slovakia

structure of the country. In autumn 1848, the Sfova
National Council was created in Vienna. Three days
later, the Council declared the independence of the
Slovak Slovak nation from Hungary. Mesikovéa (2008,
p. 80) maintains that the revolution of 1848 meant

became the centre of the Hungarian part of the sjgnificant breakthrough for the formation of the

Habsburg Monarchy and Bratislava became the
capital city of Hungary for decades. The city of
Trnava became the religious centre.

After the expulsion of the Ottomans in the 17th

territorial and administrative organization of Shfia.
The stolica administration was built on Represémtat

of People which replaced the General Congregation,
and was adopted by the Assembly of Estates in

and 18th centuries and internal unrest caused by Bratislava as a new law on the administrative $tmec
attempts to preserve freedoms for the Estates, theof the stolica system.

Habsburgs managed to consolidate their power and

exercised centralization policy, thus significantly
strengthening their dominant position. The polidy o
centralization continued under Maria Theresa and
Joseph Il. It was Joseph Il who attempted to doyawa
with the self-government of nobility and make it
subordinate to the state administration. The cguntr
was divided into ten districts (distrikty) led bgyal
commissioners. Three districts were formed
Slovakia, such as the district of Nitra, BanskatBga
and KoSice. The district of Nitra was composed of
Bratislava, Nitra, Tretin and Tekov counties. The
district of Bansk& Bystrica was made up of Turiec,
Zvolen, Hont, Liptov and Gemer counties. The distri
of KoSice was composed of Spi§, Saris, Aboviagur

in

The period from 1850 to 1860 was the period of
renewed absolutism. The Imperial Decree of
November 1, 1849 abolished the Hungarian
Constitution of 1848. Formally, Hungary was the
Lands of the Hungarian crown consisting of five
military districts (in the territory of present-day
Slovakia: Bratislava and KoSice, in the remaining
Hungarian territory: Sopron, Pest-Budin andlkfe
Varadin) that were not territorially identical with
districts (diStrikty) established under Joseph Il
Military districts were divided into civilian digtts
(normally four of them). The system of administrati
units called stolice was abolished and replacethby
county system. Counties lost their autonomy andewer
controlled by commissioners. Under the Geringer

and Zemplin counties. Joseph I, however, abrogated proyisional Arrangement (September 13, 1850 —

the reform before his death, in 1790.

The year 1847 was another important event in
reforming the administration of Hungary when
negotiations were held on reforming and modernizing
the country. These efforts resulted in the adoptibn
the Hungarian Constitution (also the March laws) in

January 18, 1853), military districts turned into
civilian districts that were subdivided into cowsti
Counties were divided into processuses. Distrigsew
headed by main district county heads, counties were
led by chairmen and processuses were controlled by
noble judges. (Volko, Kis, 2007, p. 22) In the

March 1848 by which serfdom was abolished and the following period of time, administrative territoseof
law on the independence of Hungary was adopted. In a governorship department were established whose

addition to setting limits on the powers of thedin
the March Laws brought about changes in the local
government. Stolice (administrative units similar t
counties) lost their estate status. Within the -self
government of these administrative units, a newypod
the so called Standing Committee with executive

territories were identical with the formerly esiabed
districts. Hungarian administrative territory was
divided into five branches, each located in on¢hef
districts. Within each district, one branch of
administrative territory administered the respextiv
number of administrative units (stolice). In thetdct

powers was established. Changes also affected townsof Bratislava, there were 11 administrative unitsl a

and villages. Janas claims (2007, p. 25) that dlyalr
free cities were divided into three categorieshsas
large cities (above 30,000 citizens), medium-sized
towns (from 12,000 to 30,000 citizens), and small

there were 6 administrative units (stolice) in the
district of KoSice. The Bach'’s regime ended in 1859
Mesikova (2008, p. 81) states that the regional and
administrative organization of the country undeg th
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Bach’s regime was justifiable and even more

Empire and the establishment of the Czechoslovak

innovative when compared to the reforms made under Republic in 1918. Since the public administration

the rule of Joseph II, yet not important in thedgeon
term perspective.

system in Slovakia and the Czech Republic was
distinctly organized, a uniform system had to beipu

In 1860, the emperor Francis Joseph issued thePlace. This, however, was not an easy task for many

October Diploma proclaiming a new constitutional
and federal structure in Hungary, which was based o
historical constitutional rights of individual camies.
(Sutaj, 2003, p. 25) Districts were abolished, trel
stolica was renewed. The October Diploma
completely ignored the Slovak national interests,
which made Slovaks to act. Early June 1861, the
Memorandum of the Slovak nation was adopted in the
town of Martin, which called for an independent
Slovakia

After the Austro-Hungarian Compromise of 1867,
the districts were abolished and the previous
administrative structure was restored (including
artificially delineated territory of some unitshdathe
name of stolica was changed to Zupa (county). &/olk
and Ki§ (2007) state that the county borders were
changed again to those of 1848.

During the dualism era, the Hungarian Parliament
adopted the Nationality Act that declared that gver
citizen of the country, whatever his personal
nationality is a member equal in rights. In thatiqe
of time, the system of public administration in
Hungary was composed of two levels, i.e. counties
that were subdivided into processuses. District
processus offices performed the function of exeeuti
bodies. The lowest components in the county system
were notariato general and district and municipal
authorities. Processuses gave rise to the estatdisth
of districts in Czechoslovakia.

64 counties were established in 1867 in Hungary
(71 including Croatia — Slavonia). This number (71)
had not changed until 1918, except that the coahty
Turha ceased to exist in 1882. The number of
processuses was steadily increasing until 1910.

reasons, mainly for the theory of Czechoslovakism
which related to the efforts to create one natr@mf
two. These facts played an important role in the
organization  of  public  administration in
Czechoslovakia. Since 1918, Slovakia was
administered by the Ministry Plenipotentiary for
Slovakia. The Hungarian county administration
remained effective, i.e. there were 16 historicntims
and municipal towns (Banska Stiavnica, Bratislava,
Komarno, KoSice) that worked independently from
the county administration. As stated by Mesikova
(2008), after the establishment of the Czechoslovak
Republic, the county system worked only on a
temporary basis under the changed political system.
The county autonomy was limited and the power was
concentrated in the hands of county head - a
government appointed official. Following the
demarcated borders with Hungary, there were also
county boundary changes and counties were
subdivided into 95 processuses.

In 1920, a law envisaging county and district
bodies of public administration system was adopted.
Even though its nationwide implementation faildd t
act was amended and came into force as of Janyary 1
1923 in Slovakia. Pursuant to the law, Slovakia was
divided into 79 districts and six counties: Bratis
county (seat in Bratislava), Nitra county (Nitra),
Povazska county (Martin), Pohronskd county
(Zvolen), Podtatranskd county (Liptovsky Mikulas)
and KosSice county (KoSice). Counties were headed by
county heads who controlled county offices. County
representations were established at county offices.
(Katik, Janas, Hrtanek, 2006, p. 61) Abolishing 16
counties and municipal towns gave rise to new large
counties, which according to experts, ignored the

Around 1891 there were approximately 409 such yegional structure of Slovakia and were more os les
processuses. There were also changes concerningificially created units. Districts (okresy) were
towns. In 1870 municipal towns were set up and made headed by Chief District Officers. In addition, the
equal to counties. Towns with municipal rights were ere district committees that performed activities
initially all the free royal towns. Their number gimjjar to those of a county representation and the
decreased in 1877 (Bratislava, Kosice, Banska members were elected by citizens. In villages and
Stiavnica and Komarno). Other major towns were iowns, a notary performed state-administrationteela
granted the status of a municipal town including a gyties, whereas self-government related duties were
municipal office. carried out by a municipal office, representation,
council and mayor (starosta).

This situation did not change until 1928, when the
Act No. 125 of 1927 came into effect. The Act
introduced a provincial system, Czechoslovakiat spli
into four provinces-krajiny (Czech, Moravian-
Silesian, Slovak and Carpathian Ruthenia), thus
Slovakia became one territorial and administrative

4.  Territorial arrangement of Slovakia from the
foundation of the Czechoslovak Republic to

1945

The public administration system was significantly
affected by the collapse of the Austro Hungarian
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unit. The Ministry Plenipotentiary for Slovakia cea The Slovak struggle for autonomy and
to exist, and a provincial office based in Bratisla  independence was concluded with the declaration of
was established, headed by an appointed provincial Slovakia’s independence on March 14, 1939. The
president. Brindzova (2015) states that provincial Constitution enshrined the formation of the highest
representation with elected and appointed members constitutional authorities — the Assembly, the Giilun
was a kind of self-government. Members of provihcia of State, the President and the government.
committees were elected. Slovakia was divided into Furthermore, it was necessary to tackle the is§we o
77 districts, 3,476 municipalities and two autonoio  new territorial and administrative arrangement tees t
cities (Bratislava and KoSice). Districts were hexhd  existing provincial system was no longer efficiefit.

by district chiefs. District representations were two-level local government of 1940 based on the
composed of both elected and appointed members,system of counties and districts was restored. ,Thus
and some of them fulfilled their role in district Slovakia was divided into 6 counties — the courty o

committees. Municipal bodies - the lowest Bratislava, Nitra and Tré&n (named after their
administrative units were represented by a municipa location), Pohronska county (seat in Banska Bya}yic
representation, municipal council and mayor. Tatra county (seat in Ruzomberok) and Saris-Zemplin

The following years were known for the efforts of ~county (seat in PreSov). Counties were headed by

autonomous, culminating in the 1938 Munich by district chiefs. District offices continued tenform
Agreement and the adoption of the Constitutional Ac their duties. As claimed by Mesikova (2008), sadvin
on the Slovak Autonomy. As stated by Kutik and administrative matters was in the scope of the
Karbach (2011) the Vienna Arbitration of 2 Municipal administration led by a government
November 1938 by which Hungary received a large commissioner who was assisted by the Advisory
part of southern Czechoslovakia was a disruptive Board, whose members were appointed by a county

event for the territorial organization of Slovakia. head. The category of statutory towns was abolished
at the municipal level.

Figure 2: Administrative division of Slovak Republin 1944
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Source: https://en.wikipedia.org/wiki/Slovak Repub(il939%E2%80%9345)

Other changes in the public administration system experience any changes in the public administration
occurred during the Slovak National Uprising in 494  system.
On the rebel territory, local, municipal and distri
national committees _that p_erformed the role Of the 5. Public administration in Slovakia after the
state power and administration body were estallishe WW I
The Slovak National Council was the superior body
for national committees. Territories that were only
marginally or not at all stricken by the fights didt A unified Czechoslovakia was restored after the
World War Il. Initially, Slovakia was administerdxy
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the Slovak National Council, whose executive body
was the Board of Commissioners. Efforts for a
centralized state form materialized in the thirddtre
Agreement of 1946 by which the government in
Prague gained control over the directive activitiés
the Slovak National Council. Public administration

Board of Commissioners ceased to exist. In 1960, a
new model of administrative arrangement of Slovakia
was adopted. Due to the strictly centralist systiéma,
number of regions was reduced to 10, whereas
Slovakia was divided into three regions: the regibn
Western Slovakia (seat in Bratislava), the regiébn o

was a district-based system working the same way asCentral Slovakia (Bansk& Bystrica), the region of

before the Munich Agreement and the Vienna
arbitration. However, the county and district offic

were abolished, and local national committees and
district national committees became public
administration  bodies.  This  regional and

administrative arrangement of public administration
did not change until 1948.

In 1948, a new model of territorial arrangement of
public administration was adopted and
Czechoslovakia was divided into 19 regions from
1949, out of which 6 were located in Slovakia: oegi
of Bratislava, region of Nitra, region of Zilinaegion
of Banska Bystrica, region of KoSice and region of
PreSov. Regions in Slovakia were subdivided into 92
districts (out of them, three were municipal digs).

Eastern Slovakia (KoSice). The number of districts
decreased dramatically, there were 33 of them in
Slovakia. Regional, district and local/municipal
national committees possessing limited self-
government features continued to perform state-
administration duties.

In 1968, the Czechoslovak Socialist Republic was
federalized consisting of the Czech Socialist Répub
and Slovak Socialist Republic. Bratislava becanee th
capital city of the Slovak Socialist Republic andsw
granted the status of a region (capital city of
Bratislava), thus the number of regions increasog
four. Number of districts gradually increased ta 38
Bratislava was later divided into 12 sub-distrittiat
were made equal to districts, and thus the number o

Regional national committees were established and districts rose to 49.

were complementary to the system of district and
local national committees. Collective bodies, sash

the plenary, council and commissions worked within
each national committee, Even though national

In the process of normalization, regions and
regional national committees were abolished in 1969
and restored again in 1971. The three-level
organization of national committees did not change

committees possessed some self-government featuresyntil the revolutionary changes in 1989.

they were mainly bodies of state power and state
administration. Over 1949 and the following years,
there were 102 districts in Slovakia (out of thegh 1
municipal districts). The number of regions incezhs
to 9, including the regions of Bratislava, the High
Tatras and Pigany.

When the 1960 Constitution of Czechoslovakia
was promulgated, the name of the country was
changed to Czechoslovak Socialist Republic. As
stated by Kutik, Janas and Hrtdnek (2006), the
Constitution sheared the Slovak National Council of
what little power they had enjoyed before and the
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POSITIONING OF A REGION AND SHAPING ITS IMAGE IN A GLOBAL ENVIRONMENT

Olena KOLOMYTSEVA

Abstract:

The problem of regions’ positioning in the contenapp global environment and creation of the imagattcan increase
the competitiveness of the region by making ametitre product for targeted audience, attractiorstshtegic investors,
creation of innovative areas of development, praonodf the region in the global environment is eksed in the article.
Some Ukrainian cities and regions, following thareple of the world leaders have already been wgrkin a creation
of a sustainable positive image that can be "cowErinto a reputational capital and private equifyheoretical and
practical foundations of positioning are consideraul the cases of their implementation on the elamipEuropean
countries are analyzed. The author's own algoriflempositioning of the region is proposed. The egknof the region
positioning and formation of its image accordinghe author's own methodology is provided in a $ified form.

Keywords:

positioning of a region, an image of a region,omfiation layers of positioning, parametric analyst®mpetitive
analysis, reputation of a region.

JEL Classification: M31, M30, M32

Introduction about 3.1 bin. USD; Saudi Arabia - 6 bin. USD. In
Ukraine the financial support to promote a positive
image in 2014 totaled to 294 thousand UAH, in
2015 - 698.9 thousand. UAH (Ministry of Foreign
Affairs of Ukraine..., 2015). Accounting for the
current realities of Ukraine — the expansion of
terrorism, military conflicts and political strife,
destruction of infrastructure - the question of
funding of the image is quite controversial and
tendentious. Given the acute shortage of budget
funds, the financing of the country's image abroad
loses its validity. On the other hand, having a
negative image of the economically weak, corrupt
country, Ukraine loses the possibility of mobiligin
investment resources from the foreign public and
economic confidence from Western donors and the
International Monetary Fund. The mentioned issue
makes a significant negative impact on the
development of intellectual capital, contributing t
the emigration of specialists in various fields,
students leaving to study abroad. Such tendencies
form the adverse image of the country, though
Ukraine has the powerful intellectual, natural and
recreational potential in order to be interesting f
the international public.

A number of contradictions and problems
associated with the need of positioning the coufutry
improvement of its competitiveness led the autlor t
explore heuristics of the positioning of the regi@s
the carriers of internal potential of national ewric
system that allows to beneficially promote the dess
and advantages of the country as a whole, reveal

In the conditions of increasing global competition
for investment and tourist flows, the governors of
foreign regions and large cities use the princigles
regional marketing and, among them, positioning and
intensive promotion of the territory as a place for
comfortable living, leisure and business in their
activities. Some Ukrainian cities and regions,
following the example of the world leaders have
already been working on a creation of a sustainable
positive image that can be "converted" into a
reputational capital and private equity. Such staps
a range of obstacles of theoretical and appliedraat
the absence of national methodological developments
on the choice of technology of positioning, takintp
account the peculiarities of Ukraine, the mentatity
presence of a nhumber of destabilizing factors and s
on. As a result, try-out of foreign experience (nhai
case-study method), such as event marketing of
Sydney and Beijing in the Olympic Games,
promotional campaign «Madrid Global» and
«BeBerlin», anticriminal promotion of New Jersey
State and Israel, re-branding of Dubai and renarming
Johannesburg etc.

The fulfillment of positioning technology of the
country and its regions is also prevented by the
funding issue. In comparison with the leading
countries of the world: the US, Germany and the
UK annually allocate more than 1 bin. USD from
the budget to promote the image abroad; France -
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different aspects of its identity, build an imagdmtt
would become a powerful way to influence the world
public opinion, which will facilitate the attractioof
the investment in regional economic development,
establishment of the mutually beneficial relations
trade and partnership relations.

1 Historical retrospective of the positioning of he
regions

The concept of "positioning" appeared in
marketing in 1972 due to the works of American
marketers Al Rice and Jack Trout (Traut, Rice, 2004
p. 46). The authors said that traditional marketing
approaches were obsolete, and offered, providieg th
number of examples, the new efficient approach,
which was called positioning. The founders of the
theory of positioning defined it as "the creatidnao
certain position of the product among the competing
products, a kind of niche, which could be refledted
the hierarchy of the values created in the minds of
potential buyers, the development of such image of
the product that it would take the rightful placethe
mind of the buyer, other than the provisions of
competing products " (Traut, Rice, 2007, p. 108).

Positioning was a fashionable expression
advertising and marketing circles in the 1970s, thed
word "positioning" characterized the development of
advertising. In fact, positioning originally wasedsas
a tool to enhance the effectiveness of advertising
the process of identifying competitive advantagés o
the company's products and their use in promotions.

After 15 years of the dominance of positioning
theory of Al Rice and Jack Trout, a lot of works
emerged on the concept of "positioning." Having
examined the theory presented in the modern
interpretation of the concept of "positioning”, the
author has identified its three basic components:
positioning as a set of actions, which is suppoled
T. Ambler, J. Landrevi, J. Levi, D. Lindon, S.
Garkavenko — determines positioning as a set of
actions or measures (Ambler, 2006, p.213;
Garkavenko, 2002, p.59; Landrevy..., 2007, p.156);
positioning as the concept (Rice, Trout, Cravens) -
reflects ideological aspect in determining positign
as a system of ideas, opinions, formulation of reffe
(Traut, Rice, 2007, p. 107; Cravens, 2003, pp.127-
128); positioning as a strategy (Kotler, Aaker, legd
- regards the positioning as a strategy of devetspm
of competitive position (Kotler, 2005, p.94; Aaker
2003, p.145; Hooley, 2005, p.218).

In order to define "positioning of the region" most
scientists rely on the same methodological apprsch
that have been used for the positioning of the et
on the market. The main objective of the regional

in

development is the development and implementation
of socio-economic programs aimed at achieving the
priority objectives of regional development, taking
into account the economic conditions, in making
rational decisions that are not limited interegtsame
influential stakeholders. Solving this problem is
possible by using the positioning of the regionaas
instrument of its strategic development for theglon
term.

In this regard, the positioning of the region skioul
be perceived as an integral part of the overadkstyic
plan for its development, aimed at defining the
possible position of the region at the present time
in the future and to strengthen its competitiveitmms
by creating desirable for potential consumers
incentives to use it a residence, business orrkeisu

Positioning of the regions in the world became
popular in the twenty first century, which was éastd
by the increase of the growth of the global econamy
the end of twentieth century, which in turn led to
increased demand for investment resources by
dynamically growing countries. Globalization of
financial markets, international distribution of
communication opened up access to the larger
investment inflows in the countries, and in some
specific regions with a positive image (Sykes, Shaw
2008, p.68). Accordingly, there is a direct link
between efforts on positioning of the region or
country and the resulting commitment of the global
environment in a form of tourist influx, intellectiy
investment resources, and so on.

2 Forms of positioning and European experience
of their implementation

Positioning of the region can be quite variable.
The scale of positioning depends on many factors,
primarily, the existing reputation of the regionyment
trends in the global movement, real opportunities o
the region, and so on. Positioning can occur in the
mild form as the strengthening of the existing
positions and heavy form - a radical repositioniimg.
the situation, where the current position is thesimo
appropriate (i.e. closest to the desires of thgetar
segment and different from competitive proposals),
positioning of the region is implemented as
strengthening of the acquired position - saving the
current configuration of the unique parametershim t
region and tools of marketing promotion.

In situations where the target group of consumers
wants or expects changes or ways of meeting the
needs, relocation of existing positions is ineviab
Such changes may be gradual or radical. If the
parameters of the region mostly meet the desires of
consumers, there is a need to reconstruct the ifioage
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further approximation to the desires of consumbrs.
the position of the region is unfavorable (too safe
from the target segment or a little different from
competitors), more intensive repositioning may be
required. This can imply the entirely new paranseter
of the region’s attractiveness in order to adaptht®
wishes of the target group of consumers. The radica
repositioning could also mean capturing of the new

newspaper (polls, questionnaires, etc.); 3) exmpandi
forms of communication: the creation of partner
groups on various aspects of urban development
(Dudzyk, 2012).

The example of a mild form of change in the
position can be the positioning of Czech Republic,
whose government decided to change the name of the
country from Czech Republic to a brief Czechia.sThi

target segment. Repositioning can appeal to the newname has been around for a long time — it was first
values, which are not common at the present moment mentioned in 1634 - and the full name of the cauntr

in society.

A striking example of the radical repositioning is
the positioning of Katowice (Poland). Having a
reputation of a mining town with dubious ecological
environment, Katowice was converted into an
innovative IT hub. The opening of a giant business
center - GPP Business Park, which was certified by
the British organization BRE Global was the startin
step of the repositioning process. The communinatio
campaign that was launched successfully facilitated
the transformation into the city of high technololyy
a relatively short period the city experienced the
construction boom and significant investment infsow
due to the new image of "high-tech outsourcing
destination”.

The experience of the Polish city Zielonka is very
interesting in terms of gradual repositioning. Tty
aimed to attract the local community in the current

would still be in use. Actually such form of
positioning can be related to the mild re-branding.

The example of the successful repositioning is
the capital of Germany — Berlin. In order to oveneo
the dark image of the cold war time, in 2008 the
government allocated 10,6 bln EUR to launch the
positioning project “Be Berlin/A Great Place To
Live”. The aim of the project was the creation loé t
more attractive for investors image of the capitad
center of political, cultural and interesting cilé.

3 Algorithm of the positioning of the region

Given the significant complications, particularly
of financial nature, which configure the modern
Ukraine, the most appropriate and effective form of
positioning of the country would be the positioning

and strategic management of the city and introduced through its regions. Granting the relative autondmy

the program called "Creating a culture of public
consultation." When Grzegorz Dudzyk, the best
mayor, the winner of the national contest
"SuperGovernance - 2011" was giving a lecture in
2012, he said that the municipal authority was gdid
by the principle that "the more forms of
communication exist between the municipality ara th
residents, the more initiators of changes to thmwr
environment it will provide."

The program implementation included the
following measures: 1) engaging in communication
(annual information booklet (in January every yéar,
every apartment, to every citizen); sms Zielonka:
information about city events, announcements,
warnings about dangerous situations and so on;
internet- television (live broadcasts of city coiinc
meetings and other official events); online portal:
direct communication of the residents and the
administration, information about the city problems

using GoogleMaps; e-mail for ideas and suggestions

(direct contact with the mayor); interactive intern
service Zielonka.pl (questions to the mayor,
consultations); 2) increase of interactivity: seed in
social networks (Facebook, etc.): commenting of the

the regions through decentralization, creating
favorable conditions for the inclusion of the reggdo

the global economic system, on the one hand, greatl
enhances and intensifies competition on interregion
and international levels and, on the other hand,
encourages regions to develop social -economic
potential, search for the new forms and tools of
enrichment and achievement of social welfare.

Due to historical and geographical identity of
Ukraine, a complex system of the different histalic
ethnographic and ethno-cultural regions was formed.
These regions are distinct not only due to the
geographical, cultural conditions, but also soeciadl
economic development. Accordingly, the positioning
of each region, accounting for their exclusive
differences and competitive advantages, can be a
powerful image of Ukraine abroad, as it can offer a
variety of options for investment projects for adwi
range of potential foreign investors.

In the process of creating an algorithm for the
positioning of the region, the strategic goals and
objectives of positioning should be clearly defined
Inadmissible mistake, in the author’s opinion, he t
focus of marketing tools of positioning only on the

events, openness to a dialogue, personalized ¢ontacexternal environment, because internal stakeholders

(no anonymous comments), regular meetings “"Let's
talk about the town"; advice column in the local

are more important. It is inappropriate to focustiom
interests and needs of target audiences, asdsiste
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fall into the trap of subjectivity. That's why itsi about the economic, technological, and natural and
necessary to focus on positioning on the unsatisfie other features of the region. The entire array of
needs of the target audiences. This is importaattdu  information about the regions is divided by thehauot
the ongoing divergence of interests of stakeholders by into layers (primary and secondary sources of

The core of the perspective positioning information), each of them has its own specifictg (F
algorithm should be based on structured information 1

Figure 1. Simplified positioning algorithm

Informational laye
of positioning
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and economic developme
specific industries and so

Source: Author’s own work

These information layers are the common safety, pollution and others. The two most previalen
components of the regional management that enablemethodological approaches to the development of
to identify and formalize the problem, give a such indicators in the theory and in practice sthdnd
comprehensive picture of the prospects of the regio noted:

which ultimately makes it possible to develop an 1) creation of a system of indicators, where eaich o

effective technology of the positioning of the K@i them reflects some aspects of development. Very
Secondary sources of the information describe the  often the following subsystems within the overall
data on the current state, potential and trendden system are distinguished: economic,

region. The system of indicators of socio-economic environmental, social, institutional;

development of the region is presented by the 2) creation of an aggregate (integral) indicatat tian
analysis, calculation and comparison of indicators, be a base to judge the degree of stability of the
indexes and rankings that are used for evaluatfon 0 ggcio-economic development. Aggregation is

the actual state of the region and forecasts afréut usually based on the following groups of

development. indicators: ecological, economic and
State indicators characterize such issues of the environmental.

regional development, as the availability of hogsin In the modern methodology of the system analysis

infrastructure, the ability to use different seesc
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the increased popularity is gained by the system of
indicators that are built and ranked on the ministal
basis instead of systems with a wide range of
indicators (Statistics and indicators for the {2315
development agenda, 2013.1(3)). ). For the
decision-makers who require only the most priority
information on the development of the region, the
short list of the key (or basic) effective indicataf
socio-economic development is recommended.

The choice of indicators’ system for the
monitoring of socio-economic development of the
region should, in the author’s opinion, be madehwit
the account for the characteristics of the region's
population as the object of statistical observatod
also based on the goals set by the regional
management.

Evaluation of the stability of the socio-economic
development can be done by the calculation of a
certain index as the integral indicator. Indices ar
related to the major general indicators that deitegm
the actual parameters of the region. In an index
different indicators are combined into a single
number that is used to compare the events regardles
of time or their location. In practice of interraial
organizations the following integrative indices for
evaluation of the socio-economic development
gained popularity: index of gross regional product
(GRP) per capita, human development index and
index of the region’s development (Pankrukhin,
2010, p. 69).

Along with the indicators and indices it is
advisable to allocate another layer of informatiloat
includes formal ratings, often in the form of secale
instruments of matching a number of analyzed object
to certain integral characteristics. Typically, tla¢ing
evaluation is the prerogative of the expert insbis
that possess good reputation, the trust of society,
operate on the principles of openness and acchtysibi
of information and play an important role in making
decisions on the choice of the region as an olgject
fulfillment of certain requirements.

In Ukraine, like in other countries, the activities
on the rating evaluation of regional developmemt ar
intensified. Thus, major modern systems of rating
evaluation of the regions are: competitivenessxnde
monthly monitoring of socio-economic development
(monthly calculation of the rating) and rating bkt
investment attractiveness.

Therefore, the goal of the use of indicators,
indices and ratings is to monitor and analyze the
changes in the system of social and economic
relations in the region, the dynamics of the coodg
and standard of living of different social groups,

a statistical passport (map) of the region that
characterizes changes in the state of various
subsystems.

The primary sources of information consist of the
data that is generated directly in the course of
conducting special studies (surveys, observations,
tests, interviews and so on). The most important
source of marketing information is the target goup
of consumers in the region. Their views, expectetio
and needs, opportunities of influence on the resafit
marketing underlie a prospective strategy for
positioning of the region.

Since in some cases the target groups of
consumers can be incompetent in the matters of the
positioning and promotion plans, there is a need to
engage experts in these areas in order to collect
quality information that is relevant for the purpesof
the research.

In terms of analysis of primary sources, the
logical sequence in gathering information and its
analysis should be followed:

1. Situation analysis that including the analydis o
the region's reputation (assessment of the current
position and the parameters of the region that rimeet
needs of consumers, evaluation of the social and
economic reputation of the region).

The starting point for the positioning of the
region is a search for a combination of unique and
trivial factors of positioning. Determination ofe$e
factors should be based on real or created paresnete
of the region. The important point here is the
development of a matrix, based on a primary strateg
analysis (SWOT-analysis). This is the most famous
and recognized method that makes it possible to
integrate various aspects of external and internal
environment of the region and can help to clarifg t
current position and find the optimal parameterthef
region. The results of SWOT-analysis give a general
picture of the attractiveness of the region aslgaabd
of positioning. The next step in conducting the
situation analysis is to determine the socio-ecaoom
reputation of the region, which is presented bgtao
ideas, values beliefs of internal and external sjser
which are based on the experience of interactiah an
objective information about various features of the
functioning of the socio-economic system of the
region (the level of comfort, salaries/wages,
effectiveness of the regional government,
responsibility of government and businesses tallfulf
their obligations and so on). For the assessment of
socio-economic reputation of the region it is
appropriate to use the expert evaluation method.

2. Competitive analysis (analysis of competitors’

change in their values and needs, attitude towards positions and plans of promotion).

politics of state and regional authorities. Withe th
integrated use of such indicators it is possiblméike
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One of the key conditions that determine the assessment of their appropriate significance).rAfte
choice of positioning technology of the region e t evaluation and selection of target segments, thxé¢ ne
identification of the competitive relationship angon task is the identification of the basis for makitig
the regions. The practice of conducting the choices by the target groups of consumers. The key
competitive analysis involves search of the main point at this stage is the establishment of thetmos
competitors for further comparison, especially loé t important parameters for customers in the region.
internal environment, evaluation of the current This information is collected more efficiently,

position and means of promotion of the region. using the qualitative research methods, such aggro
The author identifies the following types of inter- discussions. Projection methods of the researdhen

regional competition, based on which competing image of the region such as the association teaksiq

regions can be identified: and interpretation of the drawings can also beulisef

- Competition at the regional level for the socio- The result of the analysis is to determine the
economic criteria (level of socio-economic position of the region and competing regions
development, size, population, geographical according to the most important parameters. When
location and so on); making this decision it is necessary to determiow h

- Competition at the regional level, based on the the studied target segments of consumers and
subject of inter-regional competition (investments, competitors evaluate region based on the various

innovative technologies, and required and unique Parameters. A quantitative study using represesati
resources needed and so on); samples is used at this stage. It is importandeaotify

- Competition at the regional level that satisfiae the differences in perception among individual
consumers.

same needs (i.e. competition between resort areas o N _
that meet the need for quality recreation); _Determination of the position of competing
Competition at the regional level for the rankdan regions for the most important parameters of the

. region is a difficult process because of the latk o
status (rank for the most ordered region and so on) inf%rmation in the hgnds of the consumers. In most

At this stage, it is necessary not only to deteemin - ca5es, consumers can evaluate the region in which
the circle of competing regions, but also to analye they live, work, rest and so on. They have only a
characteristics of their positioning and promotion general knowledge about competitive regions and in
plans. order to identify specifics and determine the posit

Analysis of the position of competing regions can of competitors the detailed information is required
be performed by questioning of the experts in sgiat Therefore, in this case it is also possible to use
planning as well as by analyzing the secondary competent secondary data on the competing regions
information on the state of regions and their for the most important parameters according to the
capabilities. Competitive analysis in the systenthef target group or to conduct a survey of expertschi

regions includes two main aspects: the evaluation 0 are aple to provide clear information about the
the achieved level of socio-economic development in competing regions.

comparison to competing regions and the
identification and comparison of the unique
parameters of the competitors, which they use as a
competitive advantage in building up their position

the information space.

3. Segmentation analysis (selection of the target
market). After analyzing the position of the regeand
its main competitors, consumer groups should be
identified, for which separate parameters and aket
marketing tools have varying degrees of signifieanc

and attractiveness. It is necessary to conduct ehark Thus, during the creation of the effective
segmentation. technology of positioning the current state of the

region is determined, and also the state (comptared
competitors) in which the region intends to behe t
future. The choice of key terms and means depemds o
whether the region chooses the technology gradually
] ] ] move to a new state with the preservation of the
4. Analysis of the region’s parameters in terms of eyjsting preferences or opt for a sharp changén t
usefulness for consumers (identification of the Mos gyisting economic structure (the radical restrintur

important  parameters for the customers and gnq fierce competition with other regions) or il

Technology of the positioning is formed
according the principle of maximum satisfaction of
the needs and demands of the target audience of the
region, formation and expression of the benefitg th
exceed similar characteristics of the competitors.

The use of the information layers is considered
necessary and sufficient for the information suppbr
the management decisions about the prospective
positioning region.

Segmentation of customers in the region enables
better understanding of the specific needs of each
customer group and creates conditions for better
fulfillment of these expectations.
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to combine different ways (including, for example,

selective  targeted stimulation to accelerate
development of certain areas, forms,
entities).

4 Competitive parametric analysis of the region

In order to provide the example of competitive

and Chernivtsi. However, analytical evaluation of
GRP of these regions does not allow considering

business them as competitors. For example, according to the

data of 2015, in terms of GRP Cherkasy region
exceed Chernivtsi for more than 65%, Kherson region
- 31%. The relatively close to Cherkasy regions
according to the measure of GRP and typology of A.
Kornus is Kirovograd and Mykolaiv regions.

N. I. Dyshlyuk considers the division of the

region, located in the central part of Ukraine.

As part of the competitive analysis it is important
to determine the position of the region in the
competing system, evaluate parameters that determin

specialization. In particular, he notes that thgioes

with a low level of development and agro-industrial
orientation, such as Vinnitsa, Poltava, Sumy, Ivano
Frankivsk, Cherkasy comprise 28% of Ukraine's

the attractiveness of Cherkasy region when compared regions (Dyshlyuk, 2010, p.228).

to major competitors.

In order to objectively select the competing
regions for Cherkasy region the author investigated

O. Beydyk notes the importance of recreational
and tourist zoning of Ukraine, according to which
Cherkasy region along with Kyiv, Sumy, Chernigiv

the modern most common approaches to the typology and Poltava comprise Kyivv-Dnipro recreational and

of regions of Ukraine.

A. Kornus offers the division of the regions
according to the structure of employment. Based on
such methodology, the regions are divided into:

1) hyper-service regions (where 80% of the
population is employed in services);
2) service regions (where nearly 75% of the

population is engaged in non-production sphere);

3) industrial-service regions (where 20-25% of the
population is engaged in industry and
construction and 60% in the service sector);

4) hyper-industrial regions (in which the indusanyd
construction employs over 50% of the
population);

5) industrial regions (where 20% of the population
works in the agricultural sector and about 35% -
in industry);

6) industrial-agricultural regions (where about 15-
25% of the population is employed in the
agriculture and forestry and about 30% - in
industry);

agro-service regions (the agricultural sector
employs 25-30% of the population and the
services — more than 60%);

8) agro-industrial regions (where 25-30% of the
population works in the agricultural sector, up to
20% - in industry and construction);

9) agricultural (regions where more than 30% of the
population is employed in the agricultural sector,
up to 15% of the population - in industry)
(Kornus, 2014, p. 119 -121).

According to the considered approach Cherkasy
region belongs to the eighth type (agro-industrial
region) along with such regions as Ivano-Frankivsk,
Volyn, Mykolaiv, Chernigiv, Kirovograd, Kherson

7

tourist area (Beydyk, 2001, p. 125).

According to L. Chmyriova, regions of Ukraine
can be divided into economic areas based on the
territorial  distribution of the productive forces
(Chmyriova, 2013). From this perspective, Cherkasy
region, along with Kirovograd are the part of Cahtr
economic region of Ukraine.

The author proposes to conduct the analysis on
the basis of comparison of socio-economic
development of the neighboring to Cherkasy regions.
This choice is based on the fact that the closest
interregional connections can result in a powerful
momentum that can both positively and negatively
affect regional development, causing regional
convergence. For example, the placement of a new
production or implementation of a major
infrastructure projects can enhance the competitive
position of a region thus can reduce the attractge
of neighboring regions and worsen the prospects of
economic growth.On the other hand, the economic
growth of the neighboring regions and increase of
solvent demand of the residents, introduction ef th
advanced technological solutions and innovations is
the additional incentive for a region and opens up
opportunities for entering new markets in similar
institutional conditions. Under this hypothesis, we
assume that the growth rate of the region depends o
the level and structure of production in the region
and the average growth rate of the neighboring
regions. Thus, the region can develop quicker éf th
growth rate of its neighbors is high and their tatgr
position is positive if the interregional interaxts
provide the positive effects. The reverse sidehi t
growth of the region can be significantly hampegd
the dynamic economic activity of the neighboring
regions that is derived from the increased cormipatit
between neighboring regions for labor and investmen
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resources, for the implementation and deployment of
national and international projects.

Cherkasy region has such geographical location
that it borders with Kyiv region (northwest), Paeia
(east), Kirovograd (south) and Vinnytsya region
(west).

Evaluation of the positions of competing regions
was conducted by the author through the analysis of
secondary information on the state of the regions a
their capacity (official statistics and strategic
development plans). For the comparison of the state
of social and economic development of regions for
2010 - 2015 the author selected 12 key indicators:

1) gross regional product;

2) total population;

3) natural increase (decrease) of population;
4) foreign direct investment in the region;

5) capital investment;

6) gross agricultural output per capita;

7) volume of industrial output per capita;

8) amount of provided services per capita;

9) retail trade;

10) volume of sales of innovative products,
including export;

11) new housing;

12) average nominal wages.

For each of the analyzed indicators the author
calculated the positions of competing regions. The
first place was assigned to the region that habdse
result of the respective indicator. Figure 2 sholnes
results of the evaluation of socio-economic
development of the competing regions according to
the selected parameters.

The figure shows that Cherkasy region is a leader
on the 6th indicator - "gross agricultural outper p
capita" and has the average positions in the ntgjori
of the studied parameters. Cherkasy region received
the last place (g in terms of capital investment and
the volume of sales of innovative products.

Figure 2. Rating of competing regions based on tetudied indicators of socio-economic development

(average for 2010 — 2015)
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Source: Author’s calculations

Analysis of the results of the first phase of
evaluation of competitive state allows the follogin
conclusions: the main competitors of Cherkasy megio
in terms of the quality of life are Kyiv and Poleav
regions. Kyiv region is a strong leader in termghef
availability of jobs, as evidenced by the highedary
level, GRP level and other indicators related to
business activity of the region. Poltava regionais
strong competitor in terms of investment

attractiveness (ranked second in the volume oftaapi
investment and in terms of foreign direct investthen
due to the leadership of the region in terms ofsaff
innovative products, including export. Thus, at the
present stage Cherkasy region is the middle pasitio
(3rd place) among the neighboring regions on a
number of indicators of socio-economic development.
To strengthen the competitive position it is
appropriate to diminish the weaknesses in the
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development of the region, implying the need for region. The survey involved residents of Cherkasy,
systematic implementation of the set of measures Uman, Zolotonosha, Kaniv, Smila, residents of
included in the strategic plan of socio-economic Gorodyschenskyi, Zvenygorod, Zolotonosha,
development. Korsun-Shevchenko, Uman, Shpola, Cherkasy and

In the context Of parametric analysis’ there was ChornObai administrative diS'[I‘iCtS. The Survey
a need to determine the most attractive parametersPolled 1,300 people (754 women, 546 men). To
of the region and degree of compliance with these Summarize the resul_ts, _the_ _table with the list of
parameters according to the target segment. ToParameters and their significance for the target
perform this task the author used the information Seégment and the extent of compliance of Cherkasy
resources of the regional administration and the region to these parameters was created (Table 1).
survey was conducted among residents of Cherkasy

Table 1. Correlation of the obtained results of gemeters’ significance for the target segment ane ttlegree of
compliance with these parameters by Cherkasy region

. Average ratings
Parameters of the region,
significant to the target consumers significance of thel compliance with the|
parameter parameter

1. Beneficial geographical position on the crossraafdmportant 7,9 9,4
2. Developed insdustrial potential 8,0 7,4
3. Developed services industry 6,4 4,1
4. Rank in different international rankings 3,8 2,4
5. Development of banking sector 5,8 5,0
6. Development of transport, engineering and socfahstructure 7,6 2,8
7. Development of housing infrastructure 5,8 4,6
8. Poweful agricultural complex 8,4 7,8
9. Existence of the developed system of the socigiaumf the population 6,1 4,2
10. Existence of the programs and concepts of develbpfitee region 4,3 6,0
11. High educational, professional and cultural levigb@pulation 7,3 5,4
12. Existence of traditions and international reputafio culture and arts 5,6 5,0
13. Existence of traditions and international reputaiio sports 4,2 3,6
14. [IpuBabNMBICTh PETiOHATHLHOTO CEPEIOBHINA, APXITEKTYPH 1 TU3aiHY 6,9 6,5
15. Significant historical past 4,6 8,2
16. Significant tourist and recreational potential 7,1 7,0
17. Existence of the broad opportunities for the indlidl realization 4,7 3,2
18. Low crime level 6,9 59
19. Development of education 7,5 7,0

Created by the author according to the resultshefdurvey

Based on the data in Table 1 the map of "importaexdent of compliance" was created (Figure 3).
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Figure 3. Map of "importance/extent of compliancelvith parameters according to the needs of targegrsents
of consumers by Cherkasy region

Low \{evel of
comqliancu | s ;

i Lowrievel bf
Lo _.._ .. _sionificance |

Created by the author

Quadrant 1 includes such parameters of the region analysis, the positioning of Cherkasy region shdngd

that must be maintained at the current level, cuadr

2 consists of the parameters that require improméme
in the short term, quadrant 3 is comprised of the
parameters that require improvement in the longpter
guadrant 4 is composed of the parameters thataire n
sufficiently significant in terms target segments o
consumers.

based on the development and promotion of
agriculture and industrial potential. However, it
should be noted that for global positioning of
Cherkasy region it is unacceptable to disregard its
significant tourist and recreational potential, @i

provided by its unique spatial and historical and
cultural potential. The development of this ared wi

Such important parameters for the target segment automatically catalyze the development of the

of Cherkasy region as a developed services sector,

banking sector, housing infrastructure, transport,
engineering and social infrastructure, and presefce

a developed system of social support are to be
improved in the short term due to the fact thatythe

don't meet the requirements of consumers. The
parameter with a high degree of relevance to the
target segment (average - 7.9) and complianceeof th
region (average - 9.4) is a relatively favorable
geographical location at the crossroads of importan
communications - can be used as a key factor in
positioning of Cherkasy region. In addition, the

parameters that must be maintained should include:
powerful industrial potential and agriculture, high

educational, professional and cultural level of the
majority of the population, development of the

education, significant tourist and recreational

potential.

Based on the results of competitive parametric

transport infrastructure, trade, communications,
agriculture and other industries and, thereforesnop
up the opportunities for investment, increase bkjo
acceleration of socio-economic development. Theus,
additional positioning of Cherkasy region should be
directed to the development of tourism. Modern
inefficient development of the tourism potentialtioé
region is the result of neglect or lack of effeetwse

of transactional factors such as institutional
arrangements,  organizational and  economic
mechanisms and information systems. In modern
conditions of hypercirculation of the information
environment, the information may help to incredmse t
competitiveness of the region, its stability and,
respectively, safety.  Objectively incomplete
information, its absence or distortion may become a
obstacle in a promotion of tourist product of the
region. Therefore, it is necessary to use marketing
mechanisms, which can provide powerful impulse for
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constructive processes of the flow of capital and

(Rubel, 2010, pp.31-32). During this process it is

resources in the economic area. Based on currentrequired to focus the incentive on solving of the

global trends and available regional capacity, the
author considers it appropriate to develop agrisoor
in Cherkasy region.

5 Shaping the image of the region

The result of a thorough analytical study of
primary and secondary information is the creatién o
the image of the region as a key element positgnin

While working with the foreign literature sources
the author found and reviewed at least two dozen
theoretical and practical articles covering issoés
building the images of specific regions and citiHse
following are the examples, "Strong communities:
from image to action" by L. S. Hempel (Hempel
Lamont, 1998), "Practical guide for the development
of the image and strategy for local community" by
National Civil League (Colorado). In addition, ther
is a target group of the projects to create imarjes
number of American cities: "The image of New
Havenx» (Vision for a Greater New Haven) — stare of
Connecticut, "The image of Chattanooga»
(Chattanooga Visioning) — state of Tennessee and

problems of social and economic development of the
region and the availability of professional skills,
contributing to the creation of the image. This
requires the involvement of the public, government
officials and a group of experts from various feeld
(engineers, ecologists, economists, futurists). The
scale of the regional economy does not allow fer th
creation of the image form one strategic idea. The
image of the region is a unique, multi-dimensional
combination of the elements that are able to atthec
attention and firmly fix in the memory and to eresur

it a system of differentiation and relevance far al
target audiences.

Based on the complexity of the regional space
organization, it is assumed that the image of the
region can be expressed in different areas. The
formation of the image must reflect the region as
holistic creation, which is the interaction of éifént
sub-images (economic, social, geographical, etc.).
This is achievable due to the complex nature of the
visualization of the image of the region, which the
author sees as a polyhedron with a complex internal
structure that rotates in three-dimensional economi
space: regional, national and global. In this cxinte

others. All the abovementioned studes are based onthe author examines the rotation polyhedron image a

the theory of stability and are aimed at a seaoth f
the stable balance of territories’ prosperity. Hoere

in the domestic practice these issues are almdst no
disclosed and it reduces the ability of the regifoms
identification. The image of the region is its wvisiof

the future, short and concise expression of what it
should be in the long run. The ideas of this kingl a
characterized by the scale, width, comprehensive
coverage and perspective thinking that should be
created in order to achieve the goals.

Maximum focused image of the region can
provide dynamic promotion and enhancement of the
image of the region as a pattern that facilitates i
identification by the target audiences by minimigin
their cognitive costs, i.e. time costs and effdds
conduction of rational activities. In this sense,
promotion of the image of the region is focused on
the implementation of associated with the region
templates and stereotypes in the minds of target
groups. The important areas of the integrationhef t

a process of transformation and improvement of the
image depending on the speed and quality of
iimplementation of the desired image of the region.
The starting point of the transformation of the gma

is a regional space that assumes the image thtbegh
population of the region. It is followed by a chain
reaction and the active promotion of the image into
the national and global economy through the
understanding of the importance of establishing a
positive sustainable image for the socio-economic
development of the region. One can say that the
image of the region is a mesophase (intermediate
phase) between the already established reputatidhn a
future image.

The image of the region is a complex,
multidimensional construction that involves constan
movements, strengthening of the influence of some
components and reducing others. When the key
components of the image are determined, the new
problem arises, that is of making the decision for

regional pattern in the mass consciousness is the selecting one of the components or the use the
identification and overcome of the stereotypes integrated image. This choice, which is made in the
regarding the region, formation of the positive process of the regional positioning relates to the
associations and elimination of the negative unstructured type, because there are differenbopti

connotations that requires associative analysis and of development. That is, the image of the regiom ca

accurate determination of identity.

Creation of the image can be performed in two
ways: in the process of learning (from the reathi®
ideal) and in the creative process (from idealeal)r

be formed, based on one of the four mentioned
components; in this case, all other components are
seen as additional or supportive. Because it is
inadmissible to make the role of the image absplute
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the system of prioritized images as a basis faatoe

of the new image for the region should be layered
depending on the factors affecting the formation of
the image at a particular time. Created understgndi
of the region has to be intensified and enrichetth wi
the every act of communication with the external
environment. Region “exports” its image for trade,

development of social infrastructure, social and
environmental security and so on. Potential invasto

primarily emphasize the importance of the presence
of the guarantees of business opportunities,

resources, infrastructure development, legal amd ta
conditions for the business, reputation of the geagi

authorities etc. Tourists are attracted, on thehama,

by the unique natural objects, on the other hagd, b
the achievements of civilization (historical and

architectural monuments, museums, recreational
areas), supplemented by the developed infrastrictur

tourism, investment, attractraction of labor resesy
own promotion in the acts of domestic politics, tpo
and cultural events. And of course, when the
inhabitants of the region see that their economit a
socio-cultural achievements are recognized abroad o
at national level, it helps integration and creataf

the productive and regional culture.

In the context of creating a positive image is

important to support new socially significant idetms _ _ _ _

shape a positive civic identity among the Regions as socio-economic systems in modern
representatives of different ethnic groups. It bt conditions are acting as the main engine of market
the presence of common values, agreement on therelations and business communications, basis for f[h
strategic development priorities. It is importaot t development and use of the aggregate production
have the skillful informational support of the ineagf capacity that is able to mobilize competitive

an open, dynamic region, conduct active work to advantage. The use of the concepts and tools of

attract tourists, foreign students, and on thisevav ~ regional marketing by the regions as market players
foreign investment. significantly determines the effectiveness of the

Based on the results of the analysis of Cherkasy positioning of the regions on national and global

. : , . markets.
region, the author determined that the timely image _ _ .
for the region is the image of "the region attraetior In Ukraine, the problem of regions’ positioning is
investment." It was determined Cherkasy regionshas Not gaining sufficient attention and, as a result,
strong potential, represented by, primarily, adtize practical advice and techniques qf reglonsi positig
and developed industry, which, if well positionetl w  {€nd to have low levels of operations and instrusien
improve the competitiveness of the region in tharne ~ The vast majority of regional marketing strategies
future. This statement assumes the primary focus of created within the framework of socio-economic
the positioning on the target group, which is made development, or reduce_d_ to re-branding programs.
from investors, active entrepreneurial and business Deévelopment of the positioning technology must be
structures, involvement and activation of whichlwil ~clearly established, staged and applied with an
ensure achieving not only a positive economic ¢ffec 2dequate analytical content. In the article the
but also socially meaningful effect, that can be algorithm for regions’ positioning is proposed and
expressed in the creation of new jobs, improving Provides a balanced use of information sources,
housing It is fundamentally important to pllVldlng them into two main p!atforms. The flrste)n
systematically implement the procedure of correctio 1S the result of the collection, organization and
or modification of the image of the region. This angly&s of _the avallal_ole mformatl_on_on the _spec:|f
requires periodic reinforcement of a certain €gion that is ranked in terms of indicators, inekex
component as a component of the attractivenedeof t atings, and more. The second platform results from
image of the region. In this case the role of the research (_)f the tgr_geted region, its reputation
positioning of the region will lie in the focus on {rénds, competitive position, determination of Byéa
promotion of the historically formed regional S€gment for positioning, identification, prioritizn
specialization, set of selected economic activities and definition of its parameters. The quality oé th
(institutions), with an attempt to effectively pees information array de_pends on_successfully_ composed
them to the target audience. For each of the target cOmplex of quantitative analysis and expertise.
audience groups the foreground consists of the The initial part of this algorithm is the creation
components of the image that they find interesting. of the positive image of the region. Creation offsu
For example, the population of the region finds image suggests the impact on public consciousness,
important the level and quality of life within the therefore, the key to its success is the deeply
region, peculiarities of the socio-economic politthye elaborated and consistent communication policy,
activities of regional authorities on creation bkt which, at least, does not create negative inforomati
favorable conditions for life, work, business, occasions. The main tool is the increase and spread

Conclusion
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of the awareness, persuasion, that is intended toof the region.

change public understanding of the social models,
social technologies and the legitimacy of political
goals and ways of their achievement. Conviction

should be complemented by a broad discussion,

otherwise, marketing innovations will have
inevitably narrow social base. The lack of attemtio
to the communication is one of the typical

Positioning of the region should be flexible,
continuous and relevant to the changes in the madter
environment. Only in this case unique programs,
developed by a regional community will provide the
critical information about its customers, competto
and changing environment and promote the efficient
allocation of available resources for adequateaesp

weaknesses of regional marketing strategies andtg various external challenges.

programs of positioning and promotion of the image
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