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Abstract
Competitive firms with a good economic performance contribute to social development and
quality of life. Countries and regions support competitiveness of firms through public policies
and public funds. The research concerns question whether financial support from public funds
actually helped to increase competitiveness in firms through organisational changes. This paper explores the relationship between competitiveness of firms (measured by sales divided by
employment) with organisational structure changes and the amount of financial resources from
the EU Structural Funds. The data were collected from the Czech Statistical Office and a survey
among Czech firms. The estimates provide us with conclusion that only the European Social
Funds assistance had a positive effect on productivity, but not organisational changes in firms.
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1. INTRODUCTION
Competitiveness is an important factor of the social development (Iordan et. al., 2012). The ability of firms to uniquely combine production factors highly contributes to the competitiveness of
countries and regions (Porter, 2008). A high level of competitiveness creates wealth (Wilhelm
& Wilhelm, 2011). This enables societies to live in satisfactory economic, political and social
conditions (Porter, 2008).
Individual countries and regions differ substantially in their competitiveness (World Economic
Forum, 2013, 2014). This competitiveness heterogeneity motivates researchers to find reliable
explanations relating to development policies. In general, the research explores the macroeconomic policies that influence the success of particular countries and regions. Moreover, the
competitiveness has a microeconomic character under the premise that the microeconomic performance of firms contributes to it (Martins & Solé, 2013). Firms’ high performance creates
wealth through added value in goods and services (Porter, 2008). The macroeconomic policies
are important to create the framework for competitiveness (Huggins et. al, 2014). From this
point of view, it is important to cope with the causes of the competitiveness at the firms´ level,
which is also the case of our research.
The mechanisms implemented by firms to achieve success on the market are innovation (Rajnoha & Lorincová, 2015, Audretsch et. al., 2014, Triguero et. al., 2014), export orientation (Mishra
& Jaiswal, 2012, Cheptea et. al., 2014), low price strategies (Dobson & Piga. 2013) and specialization (Micic et. al., 2014). In addition, clusters, collaboration and local market focus compleJournal of Competitiveness
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ment the value-creation in firms (McDonald, 2014, Jensen & Petersen, 2014, Šebestová, 2010).
The combination of all these pillars, production factors or approaches creates the competitive
environment in which firms perform (Huang & Rice, 2013). Therefore, the macroeconomic
consequence of competitiveness is the result of the microeconomic performance. Country and
regional competitiveness has a strong bottom-up component while top-down competitiveness
policies facilitate the firms’ performance (Porter, 2008, Jungwirth & Müller, 2014).
Move towards higher competitiveness (e.g. through innovation or change of production factors´
combination) brings necessity to reorganise production and change organisation’s structure. Organisational structure and organisation of processes belong among important issues of production factors utilisation and thus the key factors influencing a firm´s performance. Organisational
development to better performance is only possible with organisational changes. It is impossible
to achieve improved results by performing the same activities (Mintzberg, 1980). A change in
an organisational structure is a good measurement of an organisational change. Hendriks (2006)
compiles different definitions of organisational structure. He simplifies them by standing out
the importance of differentiation and integration within the structure. Moreover, the desire
to become unique and have an unrepeatable combination of production factors to excel competitiveness is only possible by a flexible and dynamic organisational structure (Sopelana et. al.,
2014). Thus, there is an important contribution of organisational changes to the dynamic development of competitiveness of firms.
There are several arguments with regards to microeconomics of competitiveness. One of them
is a low-cost labour force. This is a major factor to influence a firms´ competitiveness based on
their impact on prices. However, the simple rationality of low-price strategy presents uncertainties (Ariely, 2009). Then, academics and policy-makers focus on productivity as a more complex
decisive factor to analyse competitiveness (Delgado et al., 2012). In our case, productivity is
selected as a competitiveness indicator similarly to Hudrlíková and Vltavská (2013).
Prices change for several reasons. If changes are happening at neighbouring markets, the ripple
effect (see Jones & Leishman, 2006) changes prices due to the connection with those markets.
Then, long-term competitiveness comprises the price but also other factors and their unique arrangement. The unique combination of production factors proves to be the fundamental nature
of a competitive firm.
“Access to labour, capital, and natural resources no longer determines prosperity, because these have become widely
accessible. Rather, competitiveness arises from the productivity with which firms in a location can use inputs to
produce valuable goods and services. The productivity and prosperity possible in a given location depend not on what
industries its firms compete in, but on how they compete” (Porter, 2008). Thus, the economic performance
at micro-level and macro-economic strategies are interlinked.
One of the objectives of the strategy Europe 2020 is to improve competitiveness of the European Union through the competitiveness of firms. The European Union linked this strategic
plan with the EU Cohesion Policy which is a huge investment done by the European Regional
Development Fund (ERDF) and the European Social Fund (ESF) in compliance with this strategy. Not only does the EU Cohesion Policy command enormous financial resources of 453,2 bn.
EUR (EC, 2015), but the EU is also very willing to support firms from this source. This massive
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investment in the EU Cohesion Policy enables firms to play an important role in making the EU
more competitive and to improve their overall capacities. To have a positive impact, the aid must
be used on specific activities within a programme. Moreover, the use of this money must have
a positive effect in society (satisfactory economic, political and social conditions (Porter, 2008).
This article explores the influence that the EU Structural Funds has on a firms’ competitiveness.
Under this frame, we suppose that if the firm changes the organisational structure and it obtains
financial assistance, then its productivity increases. The research aims to answer the questions
whether the Structural Funds´ assistance helped to increase productivity in firms through organisational changes and whether does the combination of organisational structure change and
financial subsidy increase productivity. These research questions analyse two input factors: organisational structure changes and financial aid award. The research questions review the influence of both inputs into productivity, which is used as a proxy variable for competitiveness.
The answers to these questions contribute to an understanding of the influence of the macroeconomic policies on competitiveness and wealth. It will also support or reject the arguments
to continue this kind of assistance for firms. Moreover, it explores the possibilities to improve
the effectiveness of these investments by proposing the organisational structure as an important
element to measure aid implementation success.
The innovation of this article lays in the combination of three variables: financial aid award, organisational structures changes and competitiveness. The article explores the relation among them.
The paper consists of five sections and is organised as follows. First is introduction to the competitiveness issue. Second, the organisational structure changes and competitiveness are discussed together with the EU Cohesion Policy assistance in firms. Then, explanation of the application of the scope of the public aid to firms follows. Data and methodology are described in
the third section. Results with discussion are in the fourth section. The last section comprises
of conclusions.

2. ORGANISATIONAL STRUCTURE IN FIRMS AND SUPPORT
TO COMPETITIVENESS
This article explores the relationship between the organisational structure of firms and the support of EU funds for firm’s competitiveness. This section defines and presents the relationship
of organisational changes the EU funding and competitiveness.

2.1 Organisational Structure Changes and Competitiveness
Change is inevitable to achieve better economic performance. Every single goal, plan or objective to improve competitiveness is achievable as long as the organisation has the adequate structure (Corbett & Angell, 2011, Chromjaková & Rajnoha, 2012). Organisational theory and design
present several models and approaches in this issue (Perrow, 1973, Davis & Marquis, 2005, Hassard et. al, 2013). Moreover, there is a powerful principle that rules most of them: the structure
follows the strategy (Chandler, 1962).
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Reasons to incite an organisational change usually arise from a strategy. Daft (2010) defines organisations as “social entities that are goal-directed, are designed as deliberately structured and
coordinated activity systems, and are linked to the external environment”. Goal-directed is the
strategic component of the definition. The definition of organisation by McLean (2005) includes
the “common pursuit or objective” and the definition of Miles and Snow (2003) comprises
“both an articulated purpose and an established mechanism for achieving it”. These definitions
argue the existence of the organisation only if there is a goal, pursuit or purpose to achieve.
Porter (2008) defines strategy as “the creation of a unique and valuable position, involving a different set of activities”. From these definitions, it is possible to argue that the strategy is the goal
or desirable future statement of the organisation. Therefore, it leads to competitiveness.
Organisational design comprises all the necessary activities to set up the different parts of the organisation in order to achieve the desirable goal (Robbins, 1990, Kates & Galbraith, 2007). The
procedure starts with the necessity of change. Usually, this necessity derives from an external
change (i.e. crisis, new market, competitors, etc.). The output of the procedure is the organisational structure or the adequate arrangement of the organisational parts.
Usually, the formal specification, compilation and coordination of job tasks define the organisational structure (Sherman et al., 2007). The location of the formal power and authority is another
element to define the organisational structure (Kates & Galbraith, 2007). Moreover, the differentiation of the organisational parts and the clear and useful integration of them determine the
structure (Hendriks, 2006). Any structural change provokes an effect on product/service market
delivery. An organisational change planned in accordance with the strategy achieves a desirable
effect. A firm with clear intensions to improve its competitiveness emphasises on “a unique
and valuable” position on the market (Porter, 2008). This commitment with competitiveness
improvement requires organisational changes.
Organisational change helps firms to achieve goals (Shirokova et. al., 2014). So, if a firm wants
to be more competitive, then it has to restructure (Stojcic et. al., 2013). The absence of change
leads to a long-term stagnation even in a short-term-successful firm. Some firms react to market
changes. Other firms enter the market (Surdu & Potecea, 2012). In any case, the expected result
of changing the organisation is to achieve the desirable goals. The observation of the organisational structure provides evidence that the organisation has changed.

2.2 EU Funding in Firms
The EU Cohesion Policy is one of the main tools to implement the European Union policies. In
general, the EU funding aims at improvement of the quality of life and wealth within and beyond
the EU. The EU Cohesion Policy 2014-2020 aims toward the creation of growth and jobs, tackling
climate change and energy dependency, and reducing poverty and social exclusion. One of the
funding tools is the European Social Fund (hereafter ESF) which belongs to the European Structural & Investment Funds. Specifically, the ESF aims at employment, social inclusion and good
governance. This fund is managed in coordination between national and regional authorities.
For this research, we investigate the Operational Programme Human Resources and Employment (hereafter OP HRE). It is an operational programme funded by the ESF with the aim to
26
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reduce unemployment in the Czech Republic. It provides financial aid for projects which result
in the securing of employment. The OP HRE comprises € 2.21 billion budget. The ESF assigns
to the operational programme € 1.88 billion. The Czech Republic provides additional € 0.33 billion to the programme. The total amount is close to the 7% of all funds assigned from EU funds
to the Czech Republic (MLSA, 2011).
OP HRE, support area 1.1., focuses on increasing the scale and effectiveness of the active employment policy and it also emphasises on supporting the competitiveness of enterprises and
organisations. The specific activities comprise of the development of professional knowledge,
competences and the improvement of the qualification of employees and employers together
with the personnel management systems in firms (MLSA 2011). This area of support also focuses on modern management methods; conceptual human resource management and implementation of organisational changes.
There are several types of calls for proposals in the OP HRE in the support area 1.1. The difference relies on the instrument of the support. It can be support directly to firms or through
professional associations and chambers. In essence, it is possible to define three types of calls in
relation to this article. Those are the grant calls when a firm applies for the ESF assistance. In
such a case, the successful applicant gets funding for training, human resources management,
and for management of the project. The managing authority of the HRE OP arbitrarily determined the grant size between 1 million to 10 million CZK (40 000 to 400 000 EUR). The second
type concerns assistance in training. The Czech Labour Office is responsible for the management of a system project named “Educate yourself!”. Firms apply for particular training in this
project. The third group of calls concerns also the associations that provide training to firms.
The third type of assistance is out of the scope of this research it will be also difficult to collect
data from intermediaries (associations and training agencies).
Competitive firms understand the value of their employees (Saha et. al, 2011). To educate employees to achieve new duties is expensive (Čonkova, 2013), but it should pay off. Additionally,
the retention of non-productive employees is against competitiveness (Gulski, 2011). Operational programmes such as the OP HRE contribute to firms´ competitive strategy. Firms need
the financial aid to educate employees in new business aspects in order to improve competitiveness. The new educated employees are the new suitable workforce (Horňáček & Zelenková,
2014). This workforce should create and fulfil new structural needs for competitiveness. Then,
the expected result of a financial aid is a more competitive firm which contributes to a wealthy
society. These new structural needs are activities and jobs that presume an organisational change
(Ramezan et. al, 2013).

3. METHODOLOGY
We explain data collection, data processing and methodologies used to answer research questions in two steps. First, we present data collected for the purpose of our research. Second, we
introduce methods of the research.
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joc2-2015_v3b.indd 27

29.6.2015 17:21:48

3.1 Data
Two data sources allow the development of the research. The first source is a survey. The second source of data comes from the Czech Statistical Office (CZSO). The collected data for this
research includes limited firms and stock firms from the Czech Republic. Some of these firms
applied for the ESF assistance and were awarded; some of the firms applied and were rejected;
other firms did not even apply for support at all.
The data from the survey provides the input to solve the research question with regards to the
organisational structure and financial aid awards. The survey was conducted during August
and September 2012. It includes 1 679 Czech firms surveyed by computer-assisted telephone
interviewing (CAWI). The survey consists of 38 questions divided into five sections. First section relates to general questions. Second section is dedicated to human resources development
in a firm. Third section aims to position of a firm on the market. Fourth and the largest part
concerns applications and awards of subsidies by a firm. Fifth section contains questions on
organisational issues in a firm.
For the purpose of this research, the part of organisational structure, organisational changes
and subsidies of the Structural Funds is designed specifically to collect specific information on
influence of organisational changes and subsidies on competitiveness.
Tab. 1 – Grant calls and system project call for training in firms. Source: Survey, own calculations
Grant applicants

Educate yourself! applicants

Have you applied for the
ESF assistance? What was
the result?

Frequency

Percent

Frequency

Percent

Yes, supported

441

27,3

503

31,1

Yes, rejected

93

5,8

37

2,3

No

1 079

66,9

1 079

66,6

Total

1 613

100,0

1 619

100,0

The CZSO in close cooperation with the Ministry of Labour and Social Affairs has provided
us specific data about firms. This is data on Sales, Income and the Number of Employees from
2006 to 2011 collected from the balance sheets. It enables to cover the period before the economic crisis as well as during the crisis when firms have to react to economic situation (e.g.
by changes in organisational structure). It also covers both pre-assistance and implementation
periods of the ESF projects in firms. For the purpose of privacy, CZSO provides the dataset to
the Ministry which anonymised the dataset. Thus, it is not possible to identify individual firms
in the dataset, but it is still possible to conduct statistical analysis.
The data about productivity derives from the CZSO. A proxy variable for productivity is used as
sales divided by the number of employees (see discussion on correlation between competitiveness and labour productivity in Hudrlíková & Vltavská 2013). A change of productivity within
the period of 2008 – 2011 has been used as:
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(1)

The data sample is large enough for the purpose of the statistical representativeness. At the
end of 2013, there were 681 347 firms (not including 1 784 155 individual entrepreneurs) in the
Czech Republic (CZSO, 2014). The data sample size with 1 679 responses fits the usual statistical
requirements, i.e. 5% of margin of error and 95% of confidence level.
A smaller sample size is used for the analysis. It is caused by the non-response of respondents
to some questions. For example, there are 1679 firms in the data sample, but only 1613 of them
responded to the question concerning their activity in grant applications (see table 1). The combination of the data from the survey with the data on sales and employment decreases again the
sample size (all sizes are reported together with an analysis).
Since the economic crisis began later in the Czech Republic compared with Western countries in
Europe, this dataset enables the research to explore the situation in Czech firms before (2008)
and during the economic crisis (2009 – 2011) as the call for proposals were aimed to help firms
to sustain the crisis (for example see MLSA, 2009 for the call for proposals of the ESF with the
highest number of applicants in the Czech Republic).

3.2 Data Processing
For the purpose of the research, we have merged the results from the survey with the data about
the financial statements of firms. Tab. 1 shows the situation of support in firms. Table 2 depicts
organisational changes in firms.
Tab. 2 – Have you changed organisational structure within the last three years? Source: survey,
own calculations
Frequency

Percent

Once

308

18,5

More than once

154

9,2

No

1 205

72,3

Total

1 667

100,0

The comparison includes firms with and without the European Social Fund assistance. It also
includes firms with two different types of support. One type of support is from the grant call for
proposals where firms have the possibility to change the human resources systems and organise
training by themselves. The system project “Educate Yourself!” supports only training without
any support to the change of human resources systems or any other system within a firm. Table
3 describes the situation and the number of firms for each combination of characteristics when
applying for the assistance. It enables us to analyse firms according to their behaviour and sort
them according to it.
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Tab. 3 – Combination of the two types of the ESF assistance in firms. Source: Survey, own
calculations
Applicants for the Labour Office support of
training

Applicants for
the grant calls
for proposals
for support of
training

Total

Yes, supported

Yes, rejected

No

Yes, supported

189

13

226

428

Yes, rejected

14

9

67

90

No

276

14

766

1 056

479

36

1 059

1 574

Total

The differences test between these two types of support uses both types of firms (The firms
with support of grants but without support of the Labour Office and the firms with support of
the Labour Office but without grant support). It means that there are 529 firms with just one
type of support in the sample, 290 with a support from the Labour Office and 239 from the ESF
grant project (see table 2 for details). Thus, it is possible to compare the effects of these two types
of support to organisational changes only in this type of grant projects.
Levene’s test provides results on the equality of variances. This indicates how to proceed in the
independent sample test for the difference in productivity between 2008 and 2011. It includes
all firms in the sample. Then, it is possible to get information on means differences between
the two groups of firms. We present the Levene’s test results in this paper for the consistency
of the whole process of estimations of effects of organisational changes and the ESF assistance
in firms.
To triangulate estimates of the t-tests, we conduct also analysis of variance to compare means in
four groups of firms:
 Firms with both organisational changes and the ESF support;
 Firms with organisational changes, but without the ESF support;
 Firms without organisational changes, but with the ESF support and
 Firms neither with organisational changes nor with the ESF support.
The combination of variables reduces the number of cases because some of the data at either
variable is missing. The research includes just complete sets of firms. The analysis excludes any
case in which at least one value is missing. For example, the analysis of organisational changes
and changes in employment comprises 310 cases.

4. RESULTS AND DISCUSSION
The test of influence of organisational changes on the productivity is the next step in the analysis. We have conducted the analysis on the statistical software IBM SPSS 19. According to the
review of literature, we would expect that there is a positive influence of organisational changes
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on competitiveness measured as productivity change as well as the European Social Fund assistance effect on the same variable.
The results of the t-test in tables 4 and 5 go in contradiction to theoretical expectations as it does
not show statistically significant difference in productivity between the two groups of firms reporting organisational changes or without organisational changes. In both types of firms, the
productivity raised. If the firms had changed the organisational structure, the mean of productivity change is higher than in firms without an organisational change. It would be understandable from the point of view that this type of firms made changes to increase productivity, but the
difference between these two groups is statistically insignificant.
Tab. 4 – Productivity changes between 2008 and 2011 according to their changes in organisational structure – summary statistics. Source: Survey, CZSO, own calculations

Changes in organisational structure in
firms within last three years
(i.e. 2009-2011)

N

Mean

Std. Deviation

Std. Error
Mean

Yes

138

.1221

.04482

.04482

No

172

.0904

.02544

.02544

Tab. – 5 Productivity changes between 2008 and 2011 according to their changes in organisational structure – test statistics. Source: Survey, CZSO, own calculations
Levene’s Test
for Equality
of Variances

Equal variances not
assumed
Equal
variances
assumed

F.

Sig.

4.715

.031

t-test for Equality of Means
t

df

Sig. (2tailed)

Mean
Diff.

Std.
Error
Diff.

95% Confidence
Interval of the
Difference
Lower

Upper

.615

221.100

.539

.03169

.05154

-.06988

.13326

.645

308

.520

.03169

.04917

-.06506

.12844

The explanation why the firms do not differ in their productivity change due to the organisational changes derives from the change in employment and definition of our proxy variable for
productivity. Mean of employment change in firms without organisational changes is 0,029 in
comparison with firms reporting an organisational change, where the mean is 0,165. The difference is statistically significant. It means that the firms with organisational changes achieved
also higher sales. Firms without organisational changes increased their productivity by keeping
employment as low as possible.
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From this perspective, there are two approaches how to react to economic downturn and time of
austerity. The first group of firms made changes to achieve competitiveness. In our case, firms
achieved both higher sales and higher employment. The second group of firms started rationalisation of processes by firing some employees when there were not enough customers’ orders.
The case of the second group helps to sustain activities when economic problems appear, but it
is only a short-term solution which does not provide firm added competitiveness in long-term
perspective.
We have also tested whether the type of support has an influence on productivity. We compared
grants assistance composed of training and organisational changes with the “Educate yourself!”
project where only training was provided to firms. The t-test in productivity between 2008 and
2011 for firms with just one type of support (either grant or Educate yourself!) did not reveal
statistically significant differences between means of productivity change in firms with the ESF
assistance. Both means are higher for ESF grants or the ESF Educate Yourself programme than
in the case of organisational changes. It is 0,1459 or 0,1376 respectively. There were only 15 cases
of firms with the support of the Educate yourself programme in the sample. Therefore, it is not
possible to make any generalized conclusion on the effectiveness of the type of support.
The following test (see tables 6 and 7 for results) reveals that supported firms had achieved
higher productivity growth in comparison with a group of firms without the ESF assistance.
Tab. 6 – Difference in productivity between 2008 and 2011 for firms with support of the ESF
– summary statistics. Source: Survey, CZSO, own calculations
N
Did a firm get support
from the ESF?

Mean

Std. Deviation

Std. Error Mean

Yes

222

.1282

.44728

.03002

No

69

.0085

.30377

.03657

Tab. 7 – Difference in productivity between 2008 and 2011 for firms with support of the ESF
– test statistics. Source: Survey, CZSO, own calculations
Levene’s
Test for
Equality of
Variances
Equal
variances assumed

F.

Sig.

.887

.347

Equal variances not assumed

t-test for Equality of Means
T

Df

Sig. (2tailed)

Mean
Diff.

Std.
Error
Diff.

95% Confidence
Interval of the
Difference
Lower

Upper

2.077

289

.039

.11967

.05761

.00629

.23306

2.529

167.167

.012

.11967

.04731

.02627

.21308

The change is caused by faster increase of sales than employment in supported firms. When we
take into account positive effects of the ESF projects on employment in firms (see the results
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of the study Potluka et. al., 2013), it is necessary to increase sales with higher dynamics than
employment to achieve increase in productivity of labour measured by sales divided by employment.
To triangulate the estimates based on the t-tests, we include also the analysis of the differences
among means of all combinations of firms´ characteristics (firms with/without a change and
with/without support of the ESF) by One-way ANOVA test. This test confirms that there was
not statistical difference between groups of firms which witnessed organisational change and
firms without any organisational change.
Tab. 8 – ANOVA for difference in productivity between 2008 and 2011 for firms with support
of the ESF and organisational change – test statistics
Analysis of
variance

Sum of
Squares

df

Mean Square

F.

Sig.

Between
Groups

.353

3

.118

.634

.594

Within
Groups

56.739

306

.185

Total

57.092

309

Notes: *p < 0.001; Total number of cases used: N=310 (mean 0.1045), of which Companies with change and
a support (N=108; mean 0.1387), Companies with a change and without a support (N=30; mean 0.0625),
Companies without a change and with a support (N=123; 0.1084), Companies without a change and without a
support (N=49; 0.0453)

The test also confirmed that the means of changes in productivity are higher for supported
firms than for firms without support no matter whether they witnessed organisational changes.
Supported firms could finance salaries of project teams (average size of a grant project is 1.2
employees) and also salaries of trainees. It enabled firms to use own sources to finance another
activities. Grants also increased income of firms, although the project budgets are strictly connected with proposed budget chapters and it is not possible to use them freely.

5. CONCLUSIONS
The competitiveness of firms is of high importance as the competitiveness of regions and countries is based on it. Our article sheds light on influence of organisational changes in firms on
productivity and competitiveness and their support from public budgets.
The findings of this article contribute to the discussion on the importance of the public support
for the Czech firms´ competitiveness. The collected evidence does not confirm that firms in
which management changed organisational structure achieved higher productivity during the
economic crisis and thus increased their competitiveness. On the other hand, there is a conclusion that firms supported by the ESF witnessed higher positive productivity development then
unsupported firms.
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This dynamics in productivity is caused by several reasons. The first of them is that firms with
low capacities do not even have the capacity to apply for a grant or a subsidy. Thus, they keep
their position with lower productivity dynamics. Second, it was caused by increase of both sales
and employment in supported firms as the unsupported firms had slower development of both
employment and sales. Third, financial aid is a low-cost or free capital for supported firms. Organisations have the opportunity to effectively use this aid as it covers part of salaries of trainees
and makes part of their own sources free of use for other development activities.
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