-

View metadata, citation and similar papers at core.ac.uk brought to you by .. CORE

provided by Research Papers in Economics

MPRA

Munich Personal RePEc Archive

Impact of the accession to the European
Union on Polish enterprises development

Wach, Krzysztof
Cracow University of Economics

2007

Online at http://mpra.ub.uni-muenchen.de/31661/
MPRA Paper No. 31661, posted 17. June 2011 / 21:28


https://core.ac.uk/display/6613977?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1
http://mpra.ub.uni-muenchen.de/
http://mpra.ub.uni-muenchen.de/31661/

IMPACT OF THE ACCESSION TO THE EUROPEAN UNION
ON POLISH ENTERPRISES DEVELOPMENT!

Krzysztof Wach?

Cracow University of Economics
Department of Entrepreneurship and Innovation
27 Rakowicka Street, 31-510 Krakow, Poland

Introduction

The enlargement of the European Union created new possibilities for Polish
entrepreneurs, who can in principle fully use with European freedom of enterprise
within 27 Member States of the Community. The enlargement of the European
Union is one of the most important events of the beginning of 21* century
(Dominiak, Wasilczuk and Daszkiewicz, 2005), which means for Polish enterprises
potential advantages, but also threats (Rogut, 2002). The increasing number of
studies appearing after the enlargement reflects in this range the clear
fragmentariness of scientific knowledge. In the post-accession period there are
mainly theoretical publications or these having utilitarian character, whereas
scientific research in this field were realized in pre-accession period yet and they
with obvious reasons could not show the actual influence of the accession on the
development of Polish enterprises. Such analyses, even if they had been conducted,
would have been little reliable, as present period of 3 years after the entry of Poland
to the European Union really permits now on the qualification of the actual
influence of the accession of Poland to the Community. These premises made the
author study in this field using own empirical research. The undertaking of
investigations has the huge meaning for the discipline of economic sciences. The
paper focuses on the influence of the enlargement of the European Union on the
development of Polish enterprises.

Theoretical background

The access of Poland to the European Union introduced a great challenge for the
business sphere and inhabitants. Polish economy is in present an open economy
with a stable internal market and intensive reltions with international markets. From
this reason the Polish economical efficiency is sensitive to external environment, it
means global trends in the world economy and the development in the European
economical space. Main problems of the enterpeises in the several branches of the
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national economy in present globalization conditions is the competitiveness of
products on the market in connection to the accesses of the enterprises to the
financial sources both from several and foreign sources (structural funds, cohesion
funds, state budget, etc.).

Enterprises functioning under conditions of progressive European integration as
well as globalization of international economy should effectively use all existing
possibilities, which are created by integration and globalization processes.
Enterprises should search for their competitive advantage by the introduction of
Europeanization or internationalization (and even globalization) strategy. Entries on
foreign markets can improve the competitive advantage of an enterprise. It is very
crucial that the possibilities, which are created for Polish enterprises by the process
of political and economic integration in the frame of the European Union became
fully used. Europeanization of activities of a firm is one of such possibilities. The
well-known theoretician and practitioner of management Peter Drucker confirms it
stating that more and more economic units, including small firms, operates as
transnational companies (Drucker, 1998, p. 19).

Europeanization of enterprises means internationalizing of their activities in the
European scale. Europeanization includes a wide range of behaviours from easy
foreign trade transactions to undertaking independent productive activity in a host
country. Europeanization of enterprises resulted from the introduction of Single
European Market, which guarantees equal rights for all enterprises (including small
and medium-sized ones) in all Member Sates (that means mostly the annulment of
national protectionism). European market became “local” market offering national
entrepreneurs new chances and possibilities.

Opening the discussion on the Europeanization strategy it is crucial to elaborate on
motives determining the decision making process on undertaking activities on
foreign markets (Wach, 2003). Literature distinguishes two basic motives making
enterprises operate on international markets: pull factors (active factors) as well as
push factors (reactive factors). Active motives induce firms to undertake activities
on international scale and are equivalents of pull strategy. The possibility of
achievement higher profits on foreign markets is - in this case — the motive of an
entry on these markets. This strategy depends on intensifying promotion of
particular products in order to achieve larger profits. This strategy focuses on
attracting consumers to particular goods (Penc-Pietrzyk, 1999, p. 262). The pull
strategy concerns these products, which bring profits on the domestic market.
Introducing a given product on foreign markets, a firm expects profits enhancing.
Nevertheless push strategy is based on the “thrust” of products of a firm towards
consumers by choosing new markets of sales. The firm undertakes activites on
foreign markets because of the lack of possibilities on domestic market. Producers'
behaviour is very aggressive in this case, which is typical for the push strategy. The
OECD report on globalization mentions two different motives additionally, namely
chance factor and entrepreneurial factor (OECD, 1997). The chance factor is
connected with the occurring conditions utilization. In other words it is just making
good use of occurring possibilities by entering foreign markets. A firm knows how
to make the most of every possibility. Entrepreneurial factor can be described as



endeavouring to continuous growth. A firm enters new markets in order to achieve
further assumed aims.

The choice of methods of internationalization depends on both endogenous factors
(eg. the competitive potential of a firm) and exogenous ones characterizing the
given target market. The choice of methods depends on some objective factors.
Literature  presents various models explaining the phenomenon of
internationalization of enterprises, of which the most popular are stages models,
network models and resource-based models. Different forms of entry on foreign
markets are characterized by different efficiency, but also different costs of entry.
At present stages models of internationalization are beyond, therefore we propose to
systematize forms of entry describing intensity of internationalization taking their
four degrees into account (table. 1).

Table 1. Intensity, range and forms of internationalization of enterprises

Degree of internationalization intensity Activities / Forms

0. Activity on domestic market domestic transactions

1. Internationalizing of exchange sphere import (direct and indirect)
export (direct and indirect)
transit trade

representative office

barter trade
subcontracting
piggy-back

licensing of trade-marks
franchising
management contracts
cooperation contracts
strategic alliances

2. International cooperation links

branch
subsidiary
joint venture

3. Running abroad site

4. Globalization of enterprises international company
multinational company
transnational corporation

e global firm

Source: Author’s elaboration

Small and medium-sized enterprises in contrast to large enterprises are less likely to
globalize their activity, but ongoing process of integration and globalization makes
it different. However, John Naisbitt formulated a global paradox stating that “the
bigger global economy is, the stronger are the smallest players” (Naisbitt, 1995).
According to the OECD data about 20-25% of small and medium-sized enterprises
are involved in any kind of international activity, of which only 1% are reported to
be global firms (OECD 1997, p. 22). Thus the most popular method of entry used
by small and medium-sized enterprises is export (Daszkiewicz, 2004).



In turn, the abovementioned OECD report constructed the globalization index,
which estimates the level of internationalization and/or globalization of studied
enterprises. The index was constructed as 10-gradual-scale, in which 5 principal
stages of internationalization of enterprises were distinguished (OECD, 1997,
. 22):

no globalization (domestic firms in the scale from 1 to 2),

limited globalization (mainly domestic firms in the scale from 3 to 4),

major globalization (internationalized firms in the scale from 5 to 6),

extensive globalization (extensively global firms in the scale from 7 to 9),

full globalization (global firms at the scale of 10).

e ¢ o o o T

Material and methods

The main aim of the conducted research is the empirical verification of the
influence of the accession of Poland to the European Union on the development of
enterprises. The private enterprises regardless of their size (micro -, small-,
medium- and large-sized enterprises) are the objects of conducted investigations.
Despite the fact, that in the recent years the special attention was attributed to small
and medium-sized enterprises, especially in the aspect of European economic
integration processes (Daszkiewicz, 2004); (Rogut, 2002); (Dominiak, Wasilczuk
and Daszkiewicz, 2005), the Author decided to hug large enterprises as such
investigation will allow to show diverse influence of the accession on one hand on
the SME sector, and the other hand on large enterprises. Managerial perception was
chosen as an operationalization method, thus it assures the acceptable correctness
and the reliability, and first of all tops other methods in relation to practical usage,
what is more it is applied in analogous research very often (Lyon, Lumpki, Dess,
2000). This method was applied for all qualitative variables (Konecki, 2000, p. 86).
Thus a survey (proceeded with a diagnostic pre-survey) was applied as a main
investigative technique, replenished with technique of observation. For quantitative
variables as operationalization method data analysis was applied. In support of
received and accepted variables the questionnaire of inquiry was constructed as a
basic investigative tool. Qualitative approach in an inquiry was applied mainly,
which is the most often applied approach in analogous investigations.

The own empirical research was conducted on the random sample of 323
enterprises in the first half of the year 2007, that means exactly 3 years after the
accession. Such a period allows to make some evaluations and conclusions in this
field.

As far as the size of enterprises is concerned, the structure of the research sample
embraces:

e 58% of microenterprises (of which 25% self-employed entrepreneurs);

e 24% of small enterprises;

e 13% of medium-sized enterprises.

e 5% of large enterprises.

The average employment in the research sample amounted to 90 persons.

In turn, as far as the range of activities is concerned, the structure of the research
sample embraces:



e 50,6% of locally and regionally operating firms,
e 25,2% of nationally operating firms,
e 23.4% of internationally operating firms (of which 13% only within the EU).

Results and discussion

The accession of Poland to the European Union caused the insignificant change in
identifying main business rivals of Polish enterprises acting in Matopolska
Voivodeship. In both cases, before and after the accession, the main rivals of
studied enterprises are other national firms, however their share after the accession
fell about 15% (from 82.7 % to 69.9 %), whereas foreign rivals' share as well as
Polish enterprises with foreign capital grew up at least twice (suitably from 7.7 % to
15.2 % and from 2.9 % to 11.2 %).

The competitive advantage of studied enterprises on domestic market in principle
did not undergo the changes, in opinion of more than a half of studied firms in both
cases before and after the accession, was defined as average, however in the opinion
of near '/, of studied enterprises as strong. Nevertheless the competitive advantage
of studied enterprises got better on European market. The percentages of firms,
which perceive themselves as competitive on European markets grew up (from
43.3% to 52.2 %), whereas the percentage of firms considerate themselves as not
being able effectively to compete on European markets dropped (from 16% to
10.6%). More than /4 of studied enterprises indicate the cost superiority as the
reason of good competitive advantage.

The accession to the European Union resulted also in the improvement of external
financial sources for Polish enterprises. As many as °/, of studied enterprises
applied for the EU structural funds, more than a half of which got accepted (figure

)]

B studied enterprises who did not apply for a subsidy
B studied enterprises who applied for a subsidy and got accepted

[d studied enterprises who applied for a subsidy and were not accepted

Figure 1. Usage of the EU structural funds among studied enterprises (in %)
Source: Author’s elaboration on the basis of own empirical research



In the opinion of the majority of studied entrepreneurs, the accession of Poland to
the European Union had positive influence (58.9%), what is more the total minority
only indicates the negative results of the accession (7.3%). In the opinion of
respondents the profitable influence on the functioning of the studied enterprises in
significant degree played:

freedom of movement for goods (43.1%),

freedom of movement for services (20.1%),

freedom of establishment (18.6%)),

freedom of movement for workers (11.6),

freedom of movement for capital (6.6%).

Partial results in this aspect are also very interesting. Using the abovementioned
methodology of OECD concerning the degree of internationalization of enterprises,
one should affirm, that in the studied community the degree of internationalizing
measured with the OECD index of globalization was as follows:

e 84,4% makes domestic firms (no globalization),

e 10,4% makes mainly domestic firms (limited globalization),

e 1,5% makes internationalized firms (major globalization),

e 3,7% makes global firms (full globalization)’.

Taking it differently by wusing introduced above the classification of the
intensiveness of internationalization it is necessary to state that 65% of the studied
enterprises did not undertake any activities on international markets, however
among the remaining as many as 15% undertook such activities after the accession
of Poland to the European Union (figure 2). What is worth noticing, most of them,
undertook export activities (29.4%), but also cooperation with foreign partners
(27.3%) as well as beginning to import products or service from the remaining
countries of the Community (23.7 %). The plans of the studied enterprises in the
range of Europeanization are convergent to the current level of Europeanization of
studied enterprises, however with considerable share of cooperation with foreign
partners (figure 3). These results can prove positive influence of the EU accession
on the level of Europeanization of Polish enterprises as well as the tendency to
retain this state of art.

3 Extensively global firms (extensive globalization) were not represented in the research sample.
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Figure 3. Plans for Europeanization activities within next 12 months (in %)
Source: Author’s elaboration on the basis of own empirical research

As much as 27% of studied enterprises underwent export activities. The share of
export in incomes of the studied exporters was diversified. In this group:

among 41.4% of studied exporting firms did not exceed 10%,
among 20.7% of studied exporting firms amounted to 11-25%,
among 24.1% of studied exporting firms amounted to 26-50%,
among 18.8% of studied exporting firms exceeded 50%.



Nearly a half of the studied exporters led export activity within the European Union,
the same number of studied firms exported both within and outside the Community,
only 2.3% of studied exporters led export activity only outside the European Union.
The results of investigations are positive as far as the influence of the accession on
the size of led export activities is concerned. More than %/; of the studied enterprises
noted the growth of export share in incomes after the accession (figure 4).
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Figure 4. Changes of export share in incomes of studied enterprises
as the result of the accession (in %)
Source: Author’s elaboration on the basis of own empirical research

Studying the official governmental statistics can prove the same conclusions
(Horska, Ubreziova and Wach, 2007). A couple of years before the accession to the
European Union the foreign trade turnover begun to increase rapidly. The highest
dynamics of foreign turnover was observed in 2004. After the accession the value of
import transactions started to stabilize and in 2005 it reached the level of 81.2
billion euro (figure 5). At the same time the value of export still increased steadily,
which impacts positively the foreign trade balance by reducing the gap between the
value of total export and total import. The total debit balance is still noticeable. In
2004 the debit balance was reduced about 2 billion euro and in 2005 about further
8.5 billion euro. What is more the share of high-processed products in export value
increased. The main group of export products consists of electro-machine industry
items. Furthermore analyzing the data for foreign trade transactions conducted
within the European Union it is necessary to emphasize that in 2005 for the first
time credit balance was observed. The surplus of value of export transactions within
the EU is noticeable. The balance with the United Kingdom had a decisive impact
on that situation. In 2004 the surplus in British-Polish external turnover increased of
about 850 million euro and in 2005 of further 1100 millions euro. In 2004
deteriorations were observed only in 7 cases (the biggest with Lithuania), while in
2005 in 9 cases, but the overall situations was much better (Pichur and Wach,
2007). Currently the best surplus is noted for balance with the United Kingdom, and
the worst situations takes place in Polish-Italian transactions. The main Polish



export partners are Germany, then France, Italy and Great Britain. The main Polish
import partners from the EU are Germany, then Italy, France. One of the European
crucial partners is the Czech Republic (credit balance). Germany is unquestioned
Polish foreign trade partner. The value both export and import is indisputable (at
least five times bigger than for other EU partners). Moreover the surplus is noted
(credit balance). The comparison of foreign trade turnover in the period before and
after the accession shows significant growth of turnover in the post accession
period, both in general formulation and especially within the European Union. The
provided analyses of statistical data allows to prove the hypothesis that accession of
Poland to the European Union had positive impact of foreign trade not only in the
field of the value of export, but what is more it resulted in reducing the total debit
foreign trade balance as well as in credit foreign trade balance within the European
Union countries (Czaja and Wach, 2007).

350000

300000 -
250000 -
200000 -
150000 -

100000 H

value (in milions PLN)

50000 -

0

1998 1999 2000 2001 2002 2003 2004 2005

years

———-Total Export Total Import

- - - - Export within EU — Import within EU

Figure 6. Foreign Trade Turnover of Poland in 1998-2005 (in millions of PLN)
Source: Author’s calculations based on data of Central Statistical Office of Poland

On the other hand, the results of own empirical research concerning non-exporting
activities 1s also interesting. These firms, which did not undertake any
internationalizing activities, in predominant majority indicated the lack of such a
need (80.6%), alternatively the lack of knowledge in this range (6.7%) as the reason
of that. They were mainly the smallest firms, which act on local markets, which can
not be surprising. Only 5.7% of the studied enterprises indicated formal difficulties
as the reason of not undertaking Europeanization activities.

The motives of internationalizing activities of the studied enterprises seem to be
interesting. The main reason of Europeanization of the studied enterprises turned
out pull motives, that is perceiving possibilities for the development of the firm on
new foreign markets (38.7%). Nearly the same number of studied entrepreneurs
indicated entrepreneurial factors, that is the continuous endeavour for the
development of a firm by introducing new solutions (35.5%). The chance factor,
that is the utilization of market opportunities (23.4%) was also often mentioned.



Reactive motives (push factor) played scarce part (2.4%). This results may testify
on one hand of the maturity of the studied enterprises, on the other hand of the
utilization of potential chances, which were brought by the accession of Poland to
the European Union.

Conlusions

Recapitulating, the current situation creates potential and almost unrestricted
possibilities of creating the new value of Polish enterprises on European markets.
Preliminary governmental statistics as well as the presented results of own
empirical research show, that Polish entrepreneurs successfully use possibilities
created by the common market: they Europeanize their activities by increasing
foreign trade transactions, but more and more bravely they make use of the
European freedom for establishment.

The presented results of own empirical research make up the basis for verifying
common opinions on the influence of the accession on Polish enterprises, they
shows active attitudes of Polish entrepreneurs towards European markets. However
it 1s crucial to underline that they are only the preliminary results of the research,
which should be the subject of further statistical analysis and verification in order
to find and prove correlations among individual variables.
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