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Abstract

This article examines financial support (especially EU Structural Funds as the main tool of
cohesion policy) for investments as a lever for the development of SME innovativeness in
Poland. The European Commission strongly stresses the importance of their cohesion policy
and support for SMEs. European enterprises have suffered significantly from the credit crunch,
and the situation could worsen as banks engage in restructuring to eliminate impaired assets
from their balance sheets. Supporting SMEs and promoting entrepreneurship is essential for
economic development and competitiveness, especially in less developed regions. The main aim
of this study is to establish the impact of financial support for investments, especially from EU
Structural Funds, on SME competitiveness in Poland. We have analyzed empirically the data
drawn from CATT carried out among 805 firms. We have learned how SMEs assess the financial
support from different sources along with the resulting impact on the competitiveness of SMEs.
The main statistical test for relationships and dependencies was the chi-square independence test
and Cramer’s V. The results of our research show that SMEs have not used financial support
efficiently. Moreover, micro-enterprises were shown to be the least effective after receiving
financial support from EU funds. This support often has a demand-driven effect, but it does not

improve firm competitiveness.
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1. INTRODUCTION

Despite the growing role of small and medium-sized enterprises, in Poland this sector only
accounts for a small share of the economy compared to the EU average. This finding is echoed
in the performance of the SME sector, which shows a lower share for SMEs in sales revenues
and productivity than the EU average (PARP, 2011-2013; Ministerstwo Gospodarki, 2014). The
development potential of SMEs has not been fully realized due to the lack of capital to finance
such enterprises (PARP, 1997-2013). Therefore, finding the most effective means of financial
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support for SMEs, which is essential for achieving economic development, is crucial. Supporting
SMEs in an economically underdeveloped region might be considered one of the most effective
pro-development factors. In this perspective, it is necessary to support business development in
these regions and in less developed countries, thus affecting the competitive position of SMEs
as well as increasing employment, tax bases and regional development (Lewandowska et al.,
2019). SMEs have displayed a lack of capital for current investments to a greater extent than
have large businesses. Insufficient access to external financing is a significant barrier to the
development of enterprises, especially for start-ups and those pursuing innovative investments.
Supporting small and medium-sized enterprises is considered one of the best ways to activate
regions, especially within the range of “economic growth, job creation and economic and social
cohesion” (Vojtovi¢, 2016; European Commission, 2010a). EU efforts for SMEs in the years
2004-2006 and 2007-2013 were based mainly on the support and promotion of entrepreneurship
with the goal of creating an environment that supports innovation and competitiveness and thus

enhancing market access for businesses.

Many contemporary empirical studies and most economic growth theories recognize the
importance of innovation as one of the most progressive determinants of socio-economic
growth (Audretsch et al.,, 2014). A high firm-level of innovativeness has a positive impact on
productivity at the firm level (business performance, see e.g. Squicciarini, 2017). In the modern
global economy, competitiveness is the basic mechanism of development, with innovativeness
one of the ways of achieving higher rates. Competitiveness conditioned by innovativeness and
continuous technological advancement is a challenge for countries and regions that want to

develop.

Studies on the effectiveness of financial instruments for SMEs, especially the Polish national
analysis, have focused primarily on documents relating to EU programs. In addition, very
few of these investigations analyze large sets of data at the micro-level which describe SME
competitiveness. Many questions remain unanswered. What is the extent of reducing economic
and social differences between regions as a result of EU funds? What is the impact of financial
support addressing SMEs to reduce regional disparities? What is the net efficiency of financial
instruments used within the framework of the European Union’s policy on SMEs? What
importance does the use of funds from EU funds have for SME competitiveness? In this article
we will try to answer the second of these questions. The general aim of our research is to explore
the effectiveness of financial support of investments in innovation and their impact on SME
competitiveness (i.e. whether the drawing of financial support had an impact on the involvement
of SMEs in investments in innovation, and whether the financial support contributed to
improving competitiveness). Related to this aim are two crucial questions. Firstly, how do the
owners or managers of SMEs assess the effectiveness of their investmentin innovation? Secondly,
are there any differences in the evaluation of innovation effectiveness among the various sizes of
businesses? The authors have investigated the effects of innovation (with financial support and
without financial support) activities not only among small and medium entities but also micro-
firms, which are not covered in official innovation surveys by the national statistical offices.
Our research is based on data drawn from CATIs carried out among 805 firms (209 firms that
received financial support and 596 firms which did not receive financial aid). We hope to make




a conceptual contribution to knowledge concerning innovation activity as well as the role of

financial support in innovation activity.

The article is organized as follows. The first section of the paper presents a literature review
on the financial support of investment in innovation and aspects related to competitiveness,
highlighting connections and the impact of a number of investments on competitiveness and the
possibility of joint examinations. In the second section, the authors present the description of
the methods and data used; the third section consists of the presentation and discussion of the
results. The paper ends with concluding remarks.

2. THEORETICAL BACKGROUND

In the global economy, innovations are perceived as a way of overcoming difficulties as well
as ensuring and preserving economic growth. Innovation can play a significant role in seeking
out new sustainable sources of growth and competitiveness in cases where innovativeness is a
central goal of economic policy (Galbraith et al., 2017). A permanent competitive advantage can
be achieved primarily by growing innovative potential. The introduction of new, significantly
improved products, processes and methods is becoming crucial to productivity as well as job
creation. Various concepts and perspectives have been put forth as to what makes activities
innovative and what stimulates them as well as on the effects of specific innovations.
Lewandowska et al. (2019) have examined how EU economic policy instruments influence the
innovation of enterprises within the context of the Regional Innovation System. According
to this study, enterprises use only specific public policy instruments; business demand for
innovation-supporting instruments changes in reaction to business cycle phases and financial
incentives. During periods of economic expansion, companies increase innovation, while
during contractions innovation decreases or even stops altogether. Kokot-Stepien & Krawczyk
(2020) found no significant impact of public support on the innovative activity of enterprises.
According to Florio et al. (2017), the most effective strategies to support SME innovation are
represented by those more ambitious instruments that have a well-specified logical intervention,
focused objectives, and selective targeting strategies. Previously, Smith & Waters (2011) as well
as Melnikas (2008) demonstrated the need for horizontal networks among firms, institutional

systems of vocational training as well as substantial public and private investment in innovation.

Aninvestment in innovation is a financial outlay that creates the basis for instituting or increasing
innovative projects for which it is implemented or that contributes to the implementation of
new products, processes or organizational solutions (Oslo Manual, 2005; PARP, 2007). Prior
to project implementation, this investment can also represent the following types of activities:
(1) Investments in machinery and equipment; (2) Investments in intellectual property; (3)
Investments in knowledge. While it has been well-established that competitiveness as a concept
has been defined in numerous ways, in general terms, competitiveness is simply about continuous
existence or “surviving” in the marketplace. To be able to do so, a special ability to maintain and
enhance market shares is required (Leal Filho & Weresa, 2007). Competitiveness should also
reflect the changing needs and preferences of user groups and may involve providing the highest
quality products and services at the lowest possible price. According to the Oslo Manual (2005),
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competitive advantage is achieved by improving the company’s ability to become and remain
innovative by enhancing the ability to develop new products or processes as well as by increasing

and creating new knowledge.

Investments ininnovative undertakings seek to increase the level of competitiveness of enterprises
through the application of new solutions (Juris et al., 2021; Lewandowska, 2021). Currently, the
main sources of competitive advantage of enterprises operating in Poland rely on low labor costs
and the large domestic market. In terms of development trends and advanced globalization,
however, sustainable growth can only be guaranteed by enhancing competitive advantages
based on innovative solutions. This means that enterprises that wish to be(come) competitive
internationally should invest in the latest solutions to strengthen their competitive position in the
market (Braja & Gemzik-Salwach, 2019). This mainly includes the involvement of entrepreneurs
pursuing activities in the field of R&D. Consequently, public intervention with the support of
EU funds has focused on support for undertakings related to the development, implementation
and transfer of technologically and organizationally innovative solutions (Ministry of Regional

Development, 2011; European Commission, 2010b).

A diagnosis of the economic situation reveals that entrepreneurs are unwilling to invest in
innovative projects characterized by risks that carry relatively high exposure over extended
periods of time (Juris et al., 2021). This means that there is a severe gap between perceived
cost/benefit-risk- and time-horizons for available investment capital. Consequently, it is often
impossible to acquire capital for endeavors that may carry higher risk, the consequences for
which limit investment to short-term projects that yield relatively low value. This is notably
the case for otherwise, highly innovative SMEs that are nevertheless in their early stages of
growth. Therefore, public intervention is justified in these cases, as public intervention can
increase investment levels toward innovative solutions that offer the public both economic and
technological benefits (Kokot-Stepienn & Krawczyk, 2020). Likewise, due to the insufficient
number of innovative start-up enterprises, it is necessary to offer incentives that support the

establishment of companies founded upon innovative ideas.

Supporting innovation, particularly technological progress, is considered a substantial element of
policies towards sustainable development (Nill & Kemp 2009) and competitiveness maintaining
(Tvaronaviciene & Burinskas, 2020; Braja & Gemzik-Salwach, 2019; Bednar & Halaskova, 2018;
Ilyash et al., 2018;). It is considered that both research and innovation contribute to employment
growth, increased prosperity and quality of life (Ramstad, 2009), mainly due to highly skilled
employees retaining (Bilan et al., 2020) and positive changes in income distribution in developed
countries. Given the above assumptions and the role of research in the knowledge-based
economy, the European Union has decided to create its innovative policies and instruments of
implementation. The particular importance of the innovation policy of the European Union
was expressed in the new EU Strategy Europe 2020 Strategy for smart, sustainable and inclusive

growth (European Commission, 2010b), to which cohesion policy refers since 2010.

EU Structural Funds have been identified as the most important tool of regional policy within the
concept of economic and social cohesion and the primary tool for supporting the development
of SMEs. Additionally, the ERDF has a mission to correct significant spatial imbalances in

EU countries and regions and increase growth potential by supporting structural adjustment
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in lagging regions and the reconversion of declining industrial regions (Berkowitz et al., 2020;
Hagen & Mohl, 2010; Lolos & Sarantis, 2009). From the moment of Polish accession to the
EU (in the programming period 2004-2006 and 2007-2013), the main source of finance for
SME:s in Poland from the EU funds was the Sectoral Operational Programme Improvement
of the Competitiveness of Enterprises for 2004-2006 and Operational Programme Innovative
Economy for 2007-2013.

Studies on the effectiveness of the mechanisms and instruments on the convergence process have
presented mixed findings. For example, Hagen & Mohl (2008), who investigated the efficacy of
European cohesion policy in reducing regional welfare differences, observed a negligible impact
of cohesion policy on convergence. On the other hand, Eckey & Tiirk (2006) find a significant
positive impact of EU funds and slight regional convergence. They recommended EU Structural

Funds should be focused on human capital and innovative activities.

The impact of EU financial support on social-economic integration and improvement of living
conditions in Poland is evaluated similarly in the works of Misiag et al. (2013), Wojarska (2016),
or Murzyn (2020). These authors show studies of the effectiveness of using the EU support in
Poland and indicate some recommendations. They analyze the impact of EU support on achieving
the main objective of the national strategic reference framework and National Development
Strategy. The analysis shows that EU funds are unevenly distributed and the impact of the Funds
on convergence is ambiguity. The impact of structural funds was weaker than expected. While
the cohesion policy is assessed rather positively, some authors are more critique in terms of its
effectiveness. Bachtler & McMaster (2008) question the notion that the Structural Funds build
to the development of regional structures. They believed there is no guarantee that the Structural

Funds promote regionalization, at least in the short to medium terms.

The assessments of the effectiveness of financial instruments under the cohesion policy, at the Polish
national analysis, especially at the SME level, focused primarily on the programming documents,
strategic documents, studies and researches signed by business development authorities (Murzyn,
2020; Misiag et al., 2013). However, almost none of them analyze large micro data sets related to

indicators of economic development, economic productivity and SME competitiveness.

An example of a study with a microeconomic approach to the analysis and assessment of the
effectiveness of EU financial instruments is the one of Bernini & Pelegrini (2011). They found
out that companies with subsidies compared to non-subsidized firms have a higher volume of
production, employment, and fixed assets but a lesser increase in Total Factor Productivity.
In addition, labor productivity had decreased in the subsidized companies. Studies on the
effectiveness of financial support from EU funds that used similar methodology are scarce (e.g.,
Voijtovi¢, 2016; Bondonio, 2014; Bernini & Pelegrini, 2011). To the authors’ best knowledge,
there is no analysis of the effectiveness of financial support from the Structural Funds following
the aims of several programs, e.g., the Sectoral Operational Programme Improvement of the
Competitiveness of Enterprises for 2004-2006, Operational Programme Innovative Economy
for 2007-2013, and Operational Programme Human Capital for 2007-2013 and so on. This
means that a study should be carried out identifying and assessing the effects of EU Structural
Funds on SME competitiveness based on their commitment to research and innovation, ICT,

intellectual property protection, or the implementation of new solutions.

96 Journal of Competitiveness u



3. AIM, METHODOLOGY AND DATA

The main aim of this study is to evaluate the financial support for investments, especially from
the EU funds, and its impact on growth and SME competitiveness in Poland. The following

hypothesis was formulated:

H1. Financial support for innovation investments is ineffectively used by SMEs. Financial

support from the EU funds does not improve the competitiveness of SMEs.

H2. The financial support effectiveness evaluation from the EU funds changes with the size of

the enterprise.

The analysis is based on a questionnaire from the project titled “The Study of the Impact of
Investments in Innovation on the Competitiveness of the SME Sector in Podkarpackie Region”,
which was conducted in the years 2014-2015, financed within the statutory means of UI'TM
(University of Information Technology and Management in Rzeszéw). The questionnaire
included 232 variables (mainly on a nominal and ordinal scale), but the following 58 variables
were constructed for the analysis presented in this paper. The research was very complex and
sophisticated, so the analysis of all data and publication of results took a few years. Despite this,
the validity of our results is enormous because the study addressed several new and problematic
issues in the financial support for innovation context and SME competitiveness, i.e., to evaluate
different EU programs, long period of support, and many types of economic results. The
sample selection in the survey was carried out by a stratified sampling method according to
the size of the enterprise (number of employees) and its sector (NACE rev. 2 section, please
see: BEurostat 2008). The research was based on data drawn from CATIs carried out among
805 firms. The sampling criteria were rendered according to GDP contribution. We used the
method of a structured computer-assisted telephone interview (CATI) method. The research
focused on the effectiveness of innovation activity in SMEs. This research studied the impact of
financial innovation investment support on the growth of SMEs as one of several drivers in the

innovation activity.

The importance of the financial support was examined, especially the EU funds for growth
and competitiveness of SMEs based on the assessment of experts (i.e., owners or managers
of the companies). This method of research is one of several standard methods in the system
of microeconomic approaches to this issue. This method completes analyses based on
macroeconomic indicators or financing data. These persons usually prepare project proposals
to receive financial support and have knowledge of using these financial resources in a
particular company. The result of this assessment may be more appropriate and accurate than an
evaluation based on financing data. One issue should be noted. The information value of these
interviews and data obtained is independent and is not assessed based on the statistical number
of interviews. The object of an empirical study was a suitably selected research sample of the
research group of 805 SMEs (209 enterprises which obtained financial support — treated group)
and 596 enterprises which did not obtain financial support — control or comparison group) (Cera
et al., 2020). Our research sample included micro, small and medium enterprises. The sampling
criteria were rendered according to official statistics, i.e., more than 79% of microenterprises are

individual entrepreneurs, and the rest employ 1-49 workers. The big question is “What were the
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results in your company caused by the investment activities in 2004-2013 and did they affect the
functioning of the company to a large, medium or small extent? (Indicate its significance by you:
small, medium, and large or did not occur or I don’t know).” This question was a closed question
of the structured interview. Table 1 demonstrates information on the numbers of examined
enterprises and the assessment of results. The number of evaluations means the number of
replies in particular economic results (the entrepreneur could choose more than one answer in

specific economic results — see Table 2 for the exact number).

Tab. 1 — The number of examined enterprises and assessment of results. Source: own research

Enterprise groups Treated group Control group

Micro | Small | Medium | Micro | Small Medium
The number of enterprises | 109 45 55 388 85 123
(and interviews)
The number of evaluation 569 256 447 1449 338 934

The chi-square test of independence and Pearson’s correlation coefficient with a significance level
of 5% was used in the analysis of statistical relationships and differences between the responses
of the respondents in financially supported and without financially supported enterprises. To
arbitrate the strength of dependence between the variables, Cramer’s V was implemented. Due
to the nominal character of the variables, Cramer’s V was used to determine the association

between them.

4. RESULTS AND DISCUSSION

The aim and support areas of the Sectoral Operational Program Improvement of the
Competitiveness of Enterprises 2004-2006 and Operational Program Innovative Economy
2007-2013 was based on challenges and development needs in the area of R&D&I, which were
indicated in the Lisbon Strategy, the Community Strategic Guidelines (CSGs), and the Polish
National Strategic Reference Framework (NSRF). They assess the effectiveness of financial
resources from the Structural Funds in enterprises, referring to the main goal - increasing
competitiveness. These concerned mainly an increase in production flexibility and efficiency,
company market share, new markets, an increase in revenues, creation of new market structures,
job creation, growth of rank of an improved product or service among other products, improved
quality of improved product or service in the eyes of customers, investments in the growth of

SMEs and investments in sustainable job creation (European Commission, 2008).

Some of these factors may suggest increasing SME competitiveness, but this is not a cause for
this. For example, an increase in revenues, improving the quality of a product, ot job creation may
indicate increasing competitiveness if its source is the labor productivity growth, the improved
production efficiency, or the introduction of a new production process, and so on. At the same
time, an increase in revenues, improving the quality of a product, or job creation may be the
effect of using more factors of production. Still, it does not necessarily lead to the growth of labor

productivity or increased competitiveness.
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Investments in innovations of the surveyed enterprises included investment on machinery and
equipment, on ICT, on intellectual property protection, on training, on marketing activities, and
implementation of new solutions. The economic activity indicators of enterprises, as potential
responses in our study, were considered activities that improve productivity, profit and thus
enhanced competitiveness of the enterprise itself in the short and especially in the long term
(Lewandowska, 2021). These are mostly an improved product or service among other products,
company market share, production flexibility, production efficiency, labor costs, amount of
materials and energy, operating costs, sources of supply, and new market structures. The growth
of production, revenues, prices of products, share in the market, or creation of new jobs are
significant results of investment activity. Still, these are not the cause behind improved SME
competitiveness and its sustainability. This proves our H1. In Table 4 in the Appendix, we show
the chi-square test and Crammer’s V results. Table 4 shows how financial support tools were

related to economic effects and improving SME competitiveness.

Unsupported enterprises have more economic effects at a statistical significance level in
comparison to supported enterprises. In firms that received financial support, there are only
the following: improving production flexibility, new sources of supply were developed, suppliers
have not adapted to new or changed materials and services, increasing work safety, increasing
work standards, and creation of new jobs. The same economic effects in unsupported enterprises
have smaller values than in supported enterprises. From Table 4, it is clear that detailed economic
effects differed according to the dependence between variables and strength of this dependence.
We have observed there is a weak dependence between variables (¢, from 0.1 to 0.3).

Based on our study, the micro-enterprises had the most problems receiving financial support
from the EU funds. This proves our H2 in general. A description of the direction of this change
follows. According to assessment of the representatives of micro-, small and medium enterprises,
the financial support from the different sources contributed to an increase in the quality of
the improved product or service in the eyes of customers, the rank of an improved product or
service, among other company products, the company’s share in the market, and a moderate
increase in work standards and safety (see Table 2). Most of representatives of micro-enterprises
known these results, but only 32% of them had seen the increase in work standards, 30% the
growth of work safety, 26% the growth of production flexibility, 20% creation of new jobs, and

13% developed new sources of supply that are at a statistical significance level.

Tab. 2 — The economic results of enterprises with financial support (evaluation by managers,

number and %). Source: own research

Micro-enter- . Medium enter-
. Small enterprises .
. prises prises
Economic results — — Numb
umber umber umber
. % . % . %
of replies of replies of replies

The growth of the rank of an im-
proved product or service among | 59 53.8 |29 63.4 | 34 62.2
other company products




The growth of the prices of
products and services as a result of

L. . 30 28.0 |15 341 |23 42.2
depreciation costs of new equip-
ment
Improving the quality of the
improved product or service in the | 62 57.0 |23 51.2 | 38 68.9
eyes of customers
The growth of the company’s share 54 49.5 | 22 488 | 35 644
in the market
The dfacrease of the company’s 8 75 4 8.5 1 29
share in the market
The company gained a new market | 36 333 |12 26.8 |27 48.9
Improving production flexibility 28 25.8 |16 354 | 28 51.1
Improving production efficiency 34 312 |17 37.8 |28 51.1
Labor costs per product reduction | 22 204 |12 26.8 | 18 33.3
The amount of mater1a1§ and en- 15 140 |7 159 |13 244
ergy per product reduction
The growth of the operating costs | 26 237 |10 232 |22 40.0
New sources of supply were de- 14 129 |9 195 |17 311
veloped
The existing suppliers have not
adapted to new or changed materi- | 6 54 |3 7.3 9 15.6
als and services
New market structures were cre- 9 8.6 4 35 1 200
ated
The company’s harmful impact on
health and the environment was 19 172 |7 159 |17 31.1
reduced
The increase in work safety 33 301 |12 26.8 | 28 51.1
The increase in work standards 35 32.3 [ 12 25.6 | 37 66.7
Creation of new jobs 22 204 |17 36.6 | 34 62.2
Total: number / % N=569 0.0* | N=256 0.0* | N=447 0.0*

* The total sum of percentage points is greater than 100 because each entrepreneur could

assess many positions in the questionnaire. ** The economic effects with a level of statistical

significance have been highlighted in bold.

The representatives of small-sized enterprises repeated the positive economic effects like

the representatives of micro-enterprises; however, their effects were moderately higher. At a

statistical significance level, economic effects were not just production flexibility improvement

(35%), work safety growth (27%), and work standards growth (26%). The financial support,

especially from the Structural Funds and bank loans, has led to job creation (37%) and new

supply sources (19%).
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Economic results such as the creation of new market structures, reduction of labor costs,
improved production efficiency, new market gains, growth of the company’s share in the
market, improvement of the quality of a product or service in the eyes of customers stay below
at a statistical significance level. Although the financial support aided SMEs in improving their
economic indicators, these indicators are unlikely to increase their competitiveness. Moreover,
the enterprises that have experienced an increase in work standards and safety, and growth of

production flexibility, cannot expect an immediate increase in their competitiveness.

The owners and the managers of medium-sized businesses were the most optimistic in
comparison with representatives of micro- and small enterprises. According to them, financial
support affected the creation of new jobs (62%), production flexibility growth (51%), work safety
growth (51%), work standards growth (67%), and development of new supply sources (31%).
Representatives of medium-sized enterprises confirm the opinions of owners of micro and
small enterprises. This is similar to the findings of Asdrubali & Signore (2015), who indicate an
estimated increase in employment, as a result of EU support, of 14%—18%. Economic effects
that are related to investment in innovations that lead to sustainable economic development
and SME competitiveness (i.e., growth of production efficiency, the creation of new market
structures, growth in market share, and the reduction of the company’s harmful impact on health

and the environment) stayed below at a statistical significance level in managers’ opinion.

Assessment of economic effects of SMEs without financial support is different as they have a
much higher number of economic results, which are at the level of statistical significance, and

they can lead to improving competitiveness and sustainable development (see Table 3).

Tab. 3 — The economic results of enterprises without financial support (evaluation of

managers, number and %). Source: own research

. . . Medium
Micro-enterprises | Small enterprises .
. enterprises
Economic results Number of Number of Number of
urp erof |, urP erof |, uITl erof |,
replies replies replies
The growth of the rank of an
improved product or ser- 139 35.8 |31 370 |72 58.4
vice among other company
products
The growth of the prices of
products and services as a 38 2.6 |18 214 |6l 495

result of depreciation costs of
new equipment

Improving the quality of the
improved product or service 128 32.8 | 29 344 |76 61.4
in the eyes of customers

The growth of the company’s
share in the market

111 28.6 | 25 29.9 |78 63.4
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The dficrease of the company’s 47 120 |2 19 6 50
share in the market
The company gainedanew | 17.8 | 19 221 |52 426
market
Improving production flex- | 16.6 | 21 253 |48 38.6
ibility
Improving production cf 68 175 | 21 247 |52 42.6
ficiency
Labor costs per product 4 10.5 | 16 18.8 |35 287
reduction
The amount of materials a'nd 3 8.1 8 01 0 257
energy per product reduction
The growth of the operating 66 169 |13 156 |54 43.6
costs
New sources of supply were

46 11.7 | 14 16.9 |33 26.7
developed
The existing suppliers
have not adapted Fo new 18 45 3 39 - 59
or changed materials and
services
New market structures were 2 57 10 17 |3 257
created
The company’s harmful
impact on health and the envi- | 29 7.5 7 7.8 32 25.7
ronment was reduced
The increase of the work 83 214 |20 234 | 56 455
safety
The increase in work stan- 18 304 |30 351 | 74 60.4
dards
Creation of new jobs 57 14.8 | 23 27.3 | 56 45.5
Total: number / % N=1449 0.0* | N=338 0.0* | N=934 0.0*

* The total sum of percentage points is greater than 100 due to the fact that each entrepreneur
was able to assess numerous positions in the questionnaire. **¥ The economic effects with a level

of statistical significance have been highlighted in grey colour.

Some of the SMEs with financial support did not achieve economic profit as a result of the
investment in innovations in direct contrast to the enterprises with no financial support that
did achieve such profits. According to the survey results of the owners, micro-enterprises in
the period 2004-2013 either increased the rank of an improved product or service among other
company products (36%), improved the rank of an improved product or service among other
company products (36%), increased the quality of the improved product or service in the eyes of
customers (33%), increased the company’s share in the market (29%), increased work standards

(30%) and work safety (21%), gained a new market (18%), increased the production efficiency
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(18%) and production flexibility (17%), created new jobs (15%), and / or developed new soutces
of supply (12%). Small businesses showed better results.

Unlike the owners and managers of micro- and small businesses, the medium-sized businesses
surveyed more often perceived job creation (46%), increased production efficiency (43%) and
production flexibility (39%), reducing labor costs per product (29%), increase in the company’s
share in the market (63%), development of new soutces of supply (27%), and / ot creation of new
market structures (26%) as one or more of the most significant effects. Most of the economic
results at a statistical significance level have the character of stimulating SME competitiveness.
The economic effects that remained below a statistical significance level are as follows: dismissal
of some employees, growth of the company’s harm to health and the environment, decrease in
revenues due to the crowding out of the existing company products from the market, and growth
of the company’s harmful impact on health and the environment. Most of these factors reduced
the competitiveness of the SMEs. It should be noted that overall medium-sized companies were

shown to use financial support more effectively than micro- and small companies.

Interestingly, the small enterprises that obtained financial support showed similar results as did
small companies without financial support. The case of medium-sized companies was similar.
A significant finding is that the supported enterprises (especially micro-enterprises) less often
achieved effects improving their competitiveness and contributions to sustainable development,

which is consistent with the vision of the EU funds.

A literature review indicates clear differences in the assessment of the effectiveness of the
structural funds. Bachtler & Gorzelak (2007) pointed to the widening of differences between
regions, a similar conclusion reached in other research (Misiag et al., 2013). These differences
persist in EU regions and countries. In examining the effectiveness of the use of the amount of
EU support in Poland, Misiag et al. (2013) indicated that the main choices made in the allocation
of EU funds for Eastern Poland regions did not provide the planned acceleration of economic
growth in these regions. These regions did not begin the process of “catching up” with the rest
of the country (Polish Agency for Enterprise Development, 2016). Poland is not converging
with the developed EU countries in terms of innovation transfer nor in the development of new
technologies and a knowledge-based economy. A large number of EU countries have shown
limited innovation capabilities. This result supports the arguments of other authors (European
Commission, 2016). Cadil et al. (2017) have examined how public support (the Operational
Programme Enterprise and Innovations for Competitiveness [OPEIC] of European Structural
Funds from 2007-2013) influence the competitiveness of SMEs. According to this study, the
European Structural Funds project seems merely as a short-term fiscal policy that temporarily
creates jobs rather than a policy that focuses on driving competitiveness and promoting long

term economic growth.

We have observed small businesses as the least successful in drawing financial support from the
Structural Funds. According to Lewandowska et al. (2019), EU Structural Funds are perceived
as a supplementary source of financing for development, a perception which seems due to how
the projects were financed. The support was available only for established enterprises, i.e. for
stronger and bigger firms that already possessed good financial conditions and a solid market

position. One of the probable reasons for this is that small and especially micro-enterprises have
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limited innovation capacity. In general micro-enterprises are not be able to generate adequate
capital to invest in long-term actions such as R+D+I, innovation transfer, ICT, intellectual
property protection, the implementation of new solutions, etc. Thus micro-enterprises and
sometimes small enterprises do not possess the suitable potential and resources for achieving
basic economic effects, much less the ability to secure sustainable development and improve long

term competitiveness (Vojtovi¢, 2016).

To successfully use EU funds, a well-developed system for the drawing of financial support is
necessary as well as an appropriate form of financial support suitable for the expectations of
the business. Examining the effectiveness of the use of the amount of EU support in Poland,
Misiag et al. (2013) showed that the distribution of a significant part of public funds is carried out

according to the principles unconducive to the optimal allocation goals or results.

Among the probable reasons for the low efficiency of the use of EU funds in Poland, Misiag et
al. (2013) indicate the following: the incompatibility of the implemented strategy for the use of
the European funds with the formally declared goals of development policy, insufficient care
for the economic and effective use of the European funds in individual projects financed with
the European funds, the less favorable external conditions in which projects were implemented
through the policies of recent years as well as delays in the implementation of projects supported
by the European funds. In our opinion, enterprises continue to lack a strategy in the direction
of sustainable economic growth. Poland still remains to a degree outside the competitive and
knowledge-based global economy and also lacks managerial skill. The Polish economy still is

largely guided by a conservative approach.

5. CONCLUSION

The SME sector in the European Union is considered to be the main force promoting industrial
competitiveness. Activities stimulating entrepreneurship, supporting the development of
SMEs, and / or creating a favorable investment climate encourage the growth of the region’s
competitiveness. However, more money and good intentions are not sufficient to fight the
slow development of SMEs. Institutions and companies need reliable data on the efficiency of
financial instruments. Therefore, both EU institutions and the individual EU countries require

reliable information on the effects of the current policy regarding SMEs.

Small and medium-sized enterprises are engaging more and more often in innovative activities
through which they can achieve many economic benefits. Above all, these businesses can remain
on the market and compete with other entities by focusing on various types of improvements and
new products. Debates regarding the effectiveness of financial instruments and funding show no
signs of ending any time soon. Studies on the effectiveness of the mechanisms and instruments on
the convergence process have presented mixed findings. In addition, empirical work addressing
company-level assessments of funding effects is scarce. We have presented one case study of a
country under the innovation-stimulating policy. The research was conducted in Poland, a nation
that thirty years ago was not only poor but also dormant in terms of innovation, but that has now
begun to engage in specific activities to this end. Based on the analysis of macroeconomic data

and analysis of microeconomic (quantity and quality), our assessment indicates an inefficient use
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of financial support from EU funds. This concerns both the objectives of these funds as well as

the conditions for their allocation and redistribution.

The study evaluated the efficiency of financial support from the EU funds based on assessing
the owners or managers of micro-, small and middle-sized companies. The authors hypothesized
that financial support for innovation investments is ineffectively used by SMEs (H1). In this
regard, although it has been shown that on a global scale the existing support from the EU
funds has been hardly noticeable, it remains a significant factor regarding innovativeness on
the scale of the micro-single enterprise. According to the results from the business owners
and managers of micro-, small and middle-sized companies surveyed, the economic effects of
enterprises with financial support are similar or even a bit worse than the companies that did
not receive the financial support. The study results confirmed that the companies with financial
support did not achieve such economic effects that would lead to their sustainable development
or competitiveness. This support often has a demand-driven effect, but it does not improve firm

competitiveness.

The hypothesis was confirmed that the effective results from the financial support of EU
funds varies with the size of the enterprise (H2). The results of this study show that micro-
enterprises were the least effective in the use of financial support from EU funds. The analyses
of the objectives and criteria of the support granted to entrepreneurs indicate that micro- and
small companies have neither adequate resources nor the potential for efficient use of received
financial support. Small businesses are also not very efficient in their use of the EU funds
because of the lack of a long-term strategy in sustainable economic growth as well as a lack of
competitiveness and participation in the knowledge-based global economy. The big question is
whether to support future action in all enterprises or only in those developing enterprises. The
results of this study may provide begin to provide substantial scientific evidence for the use of
institutions involved in SMEs, including for academic purposes, the private sector as well as

other agencies involved in business development.

Our study has addressed several crucial and problematic issues, but still has some limitations that
could be improved in future research, including the selection of measures for the research tool.
Effectiveness and efficiency measurement methods are numerous, and future research could also
be extended by employing other instruments and investigating other regions and/or countties.
Future surveys should be further developed by estimating the net efficiency of the financial
innovation support used within the framework of the European Union’s policy on SMEs (not
only European structural funds). In addition, future studies should include comparisons of

regions or countries to bridge the numerous information gaps.
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Appendix

Tab. 4 — Chi-square and Crammet’s V (¢,) results for the data. Source: own research

Economic results Treated group Control group
x?% (df, N) [p-value] b x?% (df, N) [p-value] b
The growth of the rank of an improved product x*(4, 210) = 2.165 [0.705] 0.072 ¥*(4,596) = 21.791 [0.000]  0.135
or service among other company products
The growth of the prices of products and ¥2(4,207) = 3.588 [0.465] 0.093 ¥2(4,597) = 35.347 [0.000]  0.172
services as a result of depreciation costs of new
equipment
Improving the quality of the improved product ¥*(4, 209) = 4.197 [0.380] 0.100 ¥*(4,598) = 34.805 [0.000]  0.171
or service in the eyes of customers
The growth of the company's share in the ¥*(4, 208) = 5.118 [0.275] 0.111 ¥4, 596) = 51.297 [0.000]  0.207
market
The decrease of the company's share in the ¥*(4, 208) = 4.901 [0.298] 0.109 ¥*(4,597) = 16.054 [0.003] ~ 0.116
market
The company gained a new market ¥?(4, 208) = 6.632 [0.157] 0.126 ¥?(4,596) = 31.411 [0.000]  0.162
Improving production flexibility (4, 208) = 13.868 [0.008] 0.183 (4, 597) = 29.814 [0.000] 0.158
Improving production efficiency x3(4, 209) = 6.692 [0.153] 0.127 ¥*(4, 595) = 34.435 [0.000]  0.170
Labor costs per product reduction ¥2(4, 209) = 4.648 [0.325] 0.105 ¥?(4, 595) = 34.143 [0.000]  0.169
The amount of materials and energy per product x*(4, 208) = 3.298 [0.509] 0.089 ¥*(4,598) = 31.515 [0.000]  0.162
reduction
The growth of the operating costs ¥2(4, 209) = 5.755 [0.218] 0.117 Y34, 597) = 41.228 [0.000]  0.186
New sources of supply were developed ¥2(4, 209) = 9.606 [0.048] 0.152 ¥2(4,596) = 17.033 [0.002]  0.120
The existing suppliers have not adapted to new (4, 209) = 11.147 [0.025] 0.163 ¥2(4,596) = 1.942 [0.746]  0.040
or changed materials and services
New market structures were created x*(4, 208) = 7.113 [0.130] 0.131 ¥*(4,597) = 41.507 [0.000]  0.186
The company's harmful impact on health and ¥3(4, 209) = 7.737 [0.102] 0.136 %34, 596) = 36.372 [0.000]  0.175
the environment was reduced
The company's harmful impact on health and ¥2(4, 209) = 2.714 [0.607] 0.081 x*(4,597) = 4.318 [0.365]  0.060
the environment has increased
The increase in work safety ¥*(4, 210) = 10.810 [0.029] 0.160 ¥3(4, 596) = 37.393 [0.000]  0.177
The increase in work standards %34, 211) = 22.696 [0.000] 0.232 ¥*(4, 596) = 37.054 [0.000]  0.176
Creation of new jobs ¥2(4,209) = 29.323 [0.000]  0.265 ¥2(4, 597) = 52.006 [0.000]  0.209
* Insignificant variables were removed from the table.
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