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INTELLECTUAL CAPITAL FROM LONG TERM 

COMPETITIVENESS PERSPECTIVE. PART II 
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Abstract. Purpose – the paper aims to present the idea of quality analyses of company’s 

intellectual capital from long term competitiveness perspective. Design /methodology/ 

approach – the paper reviews the theoretical and empirical IC literature. The research 

seeks dependency between the level of intellectual capital and its components. Findings – 

A qualitative model of intellectual capital was developed. This paper presents a 

theoretical model of intellectual capital in a strategic and qualitative approach, developed 

in the context of building a company's long-term competitiveness. Research limitations 

/implications/ – the investigated area involves variables of intellectual capital, 

determination of their impact on business results and the process of building intellectual 

capital in the context of long-term competitiveness. Practical implications – the presented 

method may be deployed by companies to determine the value of their intellectual assets 

and to evaluate their impact on the IC level. The premises of the strategic and qualitative 

model of intellectual capital should inspire companies to value their intangible assets in 

the context of long-term competitive advantage and should constitute a venture point for 

asset management. Paper type – conceptual paper. 

Keywords: intellectual capital, performance, competitiveness. 

JEL Classification: M54, O15, D83. 

1. Qualitative strategic and study model of intellectual capital from competitiveness 

perspective 

Conception for Intellectual Capital Management 

Over the last ten years, intellectual capital (IC) has been the subject of several interesting 

developments, which led to its establishment as a recognized field of research and action. Yet, 

in spite of the already observed effort IC research is still in its infancy, and there is a need to 
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consider to what extent it contributes in a sufficient way, to problematizing managerial and 

policy issues of the knowledge economy. One of these challenges lies in considering the 

dynamic aspects of performance, and how IC research can address it in a proper way (Vargas-

Hernández J. G. 2010: 185). 

Intellectual capital management in a modem economy and in a strategic approach to 

intangible assets involves the transformation of defence-oriented enterprises into 

organisations marked by relatively higher levels of innovativeness and creativity. The 

provision of attractive working and living conditions for the employees is the basic 

prerequisite for building a company's competitive advantage based on knowledge and other 

intellectual assets.  

Classification of 15 conceptions for IC management and reporting was presented in the fig. 1.  

 

 

Fig. 1. Classification of 15 conceptions for IC management and reporting. 

Source: based upon literature overview. 

The conceptions in the bottom left corner of the coordination system provide numbers in a 

very straightforward and simple way and represent simple approximations of an 

organization's C. A deeper analysis of this cannot be performed solely by relying on these 

conceptions. Rather, it is necessary to cast an eye on the concepts in the upper right corner of 

figure 1. There, non-monetary, analytical and value-creation as well as value extraction 

focused concepts for IC management and reporting can be found.  

Although a deeper investigation of an organization’s IC can be performed by relying on 

these concepts, the other side of the coin has to be looked at too: they are far more 

complicated than the simple calculations that are provided by concepts in the bottom left 
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corner. The majority of these more evolved conceptions integrate the strategic viewpoint of an 

organisation in the form of knowledge goals, strategy developments, or visions, respectively.  

However, as soon as the reader of an IC report that is based on one of these upper right 

conceptions leaves the strategic part and proceeds towards the operational data of IC (i.e. the 

indicator-based part), s/he can hardly find any possibilities for comparisons. What is meant by 

comparison is not necessarily the comparison of IC reports of different years of one single 

firm, but rather putting two reports of two similar firms from the same industrial sector next 

to one another and being able to see what firm performs better in what arc.  

Hence, as has Been outlined in the first paragraph of this section, the next level of research 

in the IC field should focus on the question of how IC really works in organisations (Lev, 

2003 p.1) and how it can be applied effectively. And for this, comparable and expressive IC 

reports are needed (Mary and Chatzkel, 2004 p.22). Only when this requirement is satisfied 

we can expect human knowledge and skills to generate a cumulative effect, thus expanding 

the level of knowledge, building specific competencies and paving the way to the company's 

long-term competitive advantage.  

 

Conception for Intellectual Capital Models 

Tovsiga G. and Tulugurova E. presented conceptual framework of intellectual capital model 

(fig. 2).  

 

 

Fig. 2. Conceptual framework of Intellectual Capital impact on enterprise performance. 

Source: Tovsiga G., Tulugurova E. 2009. Intellectual capital practices a four region comparative study. Journal 

of Intellectual capital, vol. 10, no. 1. 
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It consisted from two general groups of factors internal and external ones. Internal are 

represented by human capital and structural capital. Human capital is subdivided into three 

components i.e. competence, attitudinal (the behavioural dimension of people embodied of 

knowledge, motivation and mindset), and intellectual agility (predisposition to move quickly 

and flexibility, to imitate and to adopt in the face of changing competitive environments).  

The structural capital relates to the infrastructure dimensions of the firm' s intellectual capital. 

These include the company network relationship, its organisational mechanism and 

mechanism contributing to the value creating. External factors are represented by the relevant 

socio political, technological and economic factors in the firms competitive environment  

(G. Tovsiga, and E. Tulugurova, 2009, pp. 72-73)  

J. A. Narazi and his associates showed how organizational characteristic are related to 

intellectual capital and how these variables different between Canadian and Middle East 

contexts. They proved that three categories of characteristics culture, climate and the traits) 

are significantly correlated with intellectual capital management (Narazi J. A., Herremans I. 

M., Isaac R.G., Manassian A., Kline T., 2009, pp. 141-143). M. E. Bannany based upon 

multiple regression analysis indicated variables influenced the intellectual capital 

performance. His findings showed that bank profitability, risk, investment in information 

technology, bank efficiency had a significant impact on intellectual capital performance 

(Bannany M. E., 2008, pp. 495- 496 ).  

C. Royal and L. O'Donnell using qualitative techniques four tools for human capital 

analysis have been developed. First tool is mapping human capital using drivers of value of 

human capital, the second one analysing human capital system using human capital wheel, the 

third tool rating the organisation's capital using a star rating system and the last one applying a 

human capital SWOT tool (Royal C., O'Donnel L., 2008, pp. 371-75). M. Peltoniemi argued 

that the kind of variety among firms that was a condition for economic progress is 

fundamentally based on the intellectual capital (IC) of each firm (Peltoniemi M., 2008, pp 

400-1).  

N. Bontis and A. Serenko presented empirical results which recognized that measuring and 

strategically managing intellectual capital became the most important managerial activity for 

organizational performance. They evaluated impact of 17 variables. N. Bontis and A. Serenko 

assumed that job satisfaction is affects by three variables i.e. employee commitment, 

employee motivation and human capital. When people are satisfied with their jobs, they are 

more committed and motivated to generate and share existing knowledge. Employee 

commitment has an impact on two outcome variables: key people retention and business 

performance. Managerial leadership is a vital antecedent of their model since it affects value 

alignment, structural capital and performance (Bontis N., Serenko A. 2009, pp. 58-9). R. G. 

Isaac, I. M. Herremans, and T. J. B. Kline proved that structural, cultural and climate 

characteristic lead to more IC management (Issac R. G., Herremans I. M., Kline T. J. B., 2009 

pp. 85-86). The analysis of intellectual assets with capital features supports the development 
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of a dynamic structure of intellectual capital whose components are selected in view of 

qualitative criteria. They enable contemporary businesses to survive and grow by reinforcing 

innovativeness and creativity and adding new value. The modelled structure of intellectual 

capital is presented in figure 3.  

 

Fig. 3. Strategy and qualitative model of intellectual capital in a contemporary enterprise. 

Source: own data. 

By considering a company's development over time, the features discussed in the model 

should serve only as a guide to what drives sustainable people management systems and not 

necessarily as a blueprint for the conclusive reasons for their existence in every company, 

across a variety of industries at any one time. The model cannot explain the exact order of 

their occurrence, for the simple reason that each company has its own unique history, often 

with gaps, which over time lends itself to more or less emphasis on one or more features 

discussed in the model. However, while it is unlikely that one can simply ascertain the exact 

casual relationship, the application of this qualitative model can provide a basis 

complementary equity research product. Using this model, securities analysts can identify 

emerging patterns in human capital that ultimately affect financial performance and market 

valuation. This can assist the investing public with more accurate and transparent information 

about the nature of a publicly listed company's current and future financial performance. 

A description of the components of the strategic and qualitative model of intellectual 

capital in a descending approach is presented in Table 1. 
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Table 1. Specification of intellectual capital components in the strategic and qualitative model. 

No. Intellectual capital components Characteristic features of intellectual capital components 

1 
Organisation's strategy and type 

(teleological capital) 

defensive strategies: 

strategies oriented towards analysis, research and development; 

strategies oriented towards the search for new products, markets and 

the development of creativity 

2 
Management styles 

(management style capital) 

stabilising: the company implements changes which improve the 

applied and tested methods; changes are initiated by owners and 

managers 

developmental: the existing methods are fine-tuned with an 

indication of the objectives and directions for further change as a 

logical extension of the acquired experience; changes are initiated 

mainly by managers and external stakeholders 

creative: changes are introduced continuously. New solutions which 

creatively enhance and improve the applied business model are 

preferred. Changes are initiated by all internal and external 

stakeholders; the enterprise thrives on an integrative culture 

3 
Adaptive effectiveness (capital of 

management institution) 

flexibility of institutional structures; 

ability to create forms of cooperation; 

employees' readiness to acquire useful knowledge and learn; 

ability to stimulate innovation, take risk, initiate creative action; 

ability to solve problems 

4 

Social capital (internal relations 

capital, external relation s capital, 

emotional capital) 

relationship networks: relationship norms, trust, reciprocity of action, 

mutual involvement, pro-active approach, determination and 

perseverance in action, communal climate 

5 Human capital 

employees' and managers' knowledge, skills, experience, 

innovativeness, creativity, ability to effectively perform their tasks, 

motivation, involvement, level of work satisfaction, willingness to 

cooperate and collaborate 

6 Structural capital 
physical infrastructure which supports the acquisition, storage and 

conveyance of intellectual material 

7 Process capital 
work and technology processes, employee programs which 

maximise and enhance production effectiveness 

8 Innovation capital 
skill and talent in searching and implementing new solutions and 

intellectual property rights 

9 Organisational capital 

a company's investments in systems, tools and philosophy which 

speed up the flow of knowledge inside and outside an organisation. It 

is the organisation's systematised, compressed and

codified ability as well as the systems for sharing that ability. 

10 Creative capital 

intellectual, emotional and spiritual capacity to create new products, 

new processes and new markets in an area covered by the company's 

mission 

11 Customer and stakeholder capital 
customer, employee, investor satisfaction; their loyalty, term of 

contracts; sensitivity to changes 

Source: own data. 
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Dual Nature of Intellectual Capital 

The strategic and qualitative approach to intellectual capital (Fig. 2) presents the dual nature 

of intellectual capital and the rank of its closely interrelated components. The main role in the 

strategic structure of intellectual capital is played by "purely" intellectual components (art 

effects) which are shaped by three basic forms of intelligence: intellectual, spiritual and 

emotional. In principle, intellectual art effects in the form of strategy, management style, 

adaptive effectiveness and social capital are intangible assets from the monetary point of view 

and may be subject only to qualitative evaluation. Those effects may be described as "pure" 

intellectual capital or intellectual capital sensu stricto. Intellectual components affect the 

structural capital, stakeholder and customer capital, creative capital, prospective competitive 

position on the market and methods of deploying economic capital components. This part of 

capital may be evaluated on a monetary basis and described in terms of real intellectual 

capital; it feeds back on the intellectual, spiritual and emotional dimensions of a company's 

intellectual capital. The IC approach puts HC centre stage and acknowledges the importance 

of the characteristics of individual people. According to Diefenbach (2006, p.61), HC is "tacit 

knowledge and individual competence for managing oneself and for (inter-) acting within or 

with one's environment". Swart (2006, p. 137) states that HC means having knowledge 

whereas IC means using knowledge. Swart (2006, p. 152) adds that HC can be generic, firm -

specific or industry specific. The nucleus of intellectual capital is comprised of human capital 

which generates the intellectual effect and puts it to practice in the systems and means of 

supply, production and sale (including distribution). 

In L. Edvinsson's classification system (1997, p. 49), intellectual capital sensu stricto 

belongs in the domain of development and revival, structural capital signifies the present and 

financial capital — the recent past. 

The traditional view of product market competition assumes that a product speaks for 

itself. However, in the game of business deals are made without the ability to make an 

objective assessment of the merits of a particular product. This is because often the product 

does not exist prior to the deal and the publishing deal is made in order to turn a demotion to a 

game. 

In the strategic and qualitative approach, intellectual capital is created by its intellectual art 

effects and their practical implications within a company and in its relations with external 

stakeholders. They facilitate the achievement of strategic goals, as defined by the company's 

mission and the need to establish a prospective competitive position which supports larger 

social goals. In the authors' opinion, intellectual capital is a company's conceptual ability to 

generate revenues and build competitive advantage in the future, in particular by relying on 

intellectual assets and social relations which are oriented towards the search for and the 

processing of knowledge, the provision of art effects which deliver various benefits to 

stakeholders, as well as social and economic progress. The value of intellectual capital was 

estimated in view of the difference between a company's market value and its book value, on 

the assumption that market value accounts for the possibility of the company's future growth, 

plus the growth value contributed by the newly generated resources. The act of managing 

human capital as defined above involves: 
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• shaping intentions which are possible to attain in a company in the future; 

• analysing intellectual assets in line with the company's future needs; 

• enriching intellectual capital components with intellectual, emotional and spiritual 

values which enable a company to achieve prospective competitiveness through 

individual and organisational entrepreneurship based on the principles of an 

integrative culture; 

• fostering a favorable environment for the development of intellectual capital; 

• components, in particular human capital; 

• protecting the outcomes of intellectual work in line with legal regulations in forte. 

Conclusion 

Efficiency of investment in intellectual capital is significant with the unexpected negative 

sign. This might be because the innovative activities which are the main reflection of 

intellectual capital are not only due to human capital. Profitability is significant with the 

expected positive sign. This suggests that at good financial performance, represented by 

profits, motivates company directors to encourage staff to perform better, which will lead in 

turn to increasing in the financial return. 

From the other hand risk is significant with the expected positive sign. This suggests that 

increasing the percentage of intangible assets might give the impression to the human capital 

(as intangible assets) that they are important in contributing to the success of the company and 

motivate them to carry on performing innovative activities to achieve more benefit to the 

company. 

Intuition on intangibles in broking houses can be made less tacit, and more explicit, via 

tools and techniques which unpack key themes for instance key management systems and 

their alignment to corporate strategy. There is a potential to move from "star traders" to "star 

systems" which will strengthen the performance of many, rather than a few professional and 

non-professional investors. There are potential benefits for equity market players who 

systematically factor in human capital. This paper provides stresses the importance of human 

capital analysis for investment recommendations. Together, these four steps provide a clear 

picture of the value in analyzing intangibles in general and human capital in particular. The 

tools enhance the ability of financial markets professionals to identify current patterns within 

the human capital system of a listed organisation, as one key variable affecting future firm 

performance. In essence, these tools help to bridge the gap between tangible and intangible 

analysis. The use of these tools of human capital analysis potentially creates a more 

transparent process for all stakeholders in the investment process. For retail investors, they 

may be able to see more clearly the value of good management to the value of their 

investments. For institutional investors, human capital analysis provides an opportunity to 

take tacit knowledge on the intrinsic value of management and to be able to analyse it within 

more rigorous frameworks and make it more explicit to themselves and their clients. For the 

boards of listed companies, human capital analysis provides clear guidelines on the kinds of 

good management practices which are appropriate for long-term, sustainable growth, and will 

be valued more highly by the markets. Just as the philosophy of quality management 
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transformed the construction sector in the 2000 s through its relentless search for objective, 

systemic problem solving methods, so too is human capital analysis likely to transform the 

construction sector in the coming decade. 

Even with these tools, designed for use of publicly available information, caution should 

be used by professional and non-professional investors to ensure they are fully briefed before 

undertaking investments. 
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Abstract. The present paper analyses the strategies on innovation followed by firms in 

the manufacturing and construction sectors in the region of Tâmega e Sousa, in the north 

of Portugal. For the present study it was used a representative sample of 283 

questionnaires. The questionnaire analysis allowed to identify a low level of innovation: 

91.5% of firms adopt at most for strategies of innovation. At the same time it was 

possible to realize that firms become less cooperative as they reach higher classes of 

innovation. Cooperation is mainly focused in customers. There are a small percentage of 

firms cooperating with competitors, but these type of cooperation is more frequent within 

less innovative firms. Along the paper other possible relations were tested. 
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1. Introduction 

Innovation is a critical ingredient in today’s economy. The main purpose of this paper is to 

present some results on innovation strategies based on a case study from a Portuguese region 

Tâmega e Sousa. The study focus on the micro-level, i.e., it is not intended to study the 

regional level of innovation, but the level of innovation adopted by firms within this region. 

For that purpose were selected SMEs acting at the manufacturing and construction sectors. By 

studying innovation strategies other management decisions and actions will be addressed, 

such as cooperation, stakeholders involvement in the decision making process and the 

possible relation between innovation, firm’s age and manager’s age, or activity sector. 
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Among academic and political world, innovation is still a concept frequently referred. 

However, is not easy to find a general definition for this concept (Knowledge@Wharton, 

2013). Innovation is a concept that crosses many different areas. From technology to regional 

or national innovation, the concept is always present.  

In this paper it is not intended to discuss the definition of innovation, but there are some 

important references that were taken into consideration. In first place the Oslo Manual 

(OECD, 2005) that identifies four main types of innovation: Product, Process, Marketing and 

Organizational. These types of innovation can be measured through a variety of techniques, 

but in the present research we adopted the intangible approach to innovation. Secondly the 

concepts of cooperation and coopetition; these concepts are strongly connected with the 

concept of competitive advantage (Park, Srivastava, and Gnyawali, 2014, Lundgren-

Henriksson and Kock, 2016, Corte and Aria, 2016) as well as innovation (Mention, 2011, 

Gnyawali and Park, 2009, Tomlinson and Fai, 2013, Yami and Nemeh, 2014). 

Still related to innovation are the concepts of entrepreneurship and intrapreneurship 

(Pinchot, 1985). In fact, entrepreneurship is a combination of innovation, risk and proactivity 

(Miller, 1983). Typically it is related to firm’s external behaviour. But since 1985 the concept 

of entrepreneurship is also regarded as something internal – intrapreneurship (Pinchot, 1985). 

This means that entrepreneurship must also occur within an established firm. This behaviour 

must be part of the organizational culture, but, above all, it should emanate from firm 

management. So, in order to get an entrepreneurship culture, a firm needs to take an 

innovative approach, and that must occur on an inside out way.  

According to Carree, Van Stel, Thurik, and Wennekers (2002) entrepreneurship can be 

seen through the creation of new businesses, while intrapreneurship in the form of new ideas 

and responsibilities implemented in organizations. Both are assumed to be essential for the 

creation of new economic activity. Both concepts are important to clarify the approach of 

innovation that was adopted under the present research – analysis of innovative strategies, 

under an intangible perspective. 

As previously and briefly mentioned the definition of innovation is not clear. Not only the 

definition can vary widely, but also the way of measuring it. Innovation can be measured 

through metrics, KPIs, enablers, activities and outputs, among others. However, the 

measurements vary along firms, studies or institutions. “One of the reasons that only about 

1/3 of all Fortune 1000 companies have formal innovation metrics is because this simple 

question (how to measure?) does not have a simple answer” (Kaplan, n.d.).  

Moving from the micro level (firms) to a global approach it is also possible to realize that 

the framework to measure innovation is different from the Innovation Union Scoreboard 

(IUS) 2015 (European Union, 2015) and the Global Innovation Index (GII) 2015 (Cornell 

University; INSEAD; WIPO, 2015).  

This brief overview allows to conclude that innovation can be approached from many 

different perspectives. In fact, the strategic intent of innovation can vary wildly according to 

the definition source. Even the type of innovation claimed to be important for regional growth 

varies according to author’s perspective. While some authors still consider technological 

innovation as the major driving force behind economic growth and prosperity (Eshtehardi, 
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Bagheri, and Minin, 2016), some others argue that “non-technological innovation is 

becoming increasingly recognized as a previously overlooked factor with a strong potential to 

contribute to organizational performance” (Černe, Kaše, and Škerlavaj, 2016). Some authors 

argue that regional growth should be first supported by public policies on innovation for 

SMEs (Doh and Kim, 2014), while some others argue that “if only risk capital is injected, it 

flows straight to low-quality entrepreneurship” (Venkataraman, 2004), thus low quality 

innovation strategies. Other intangibles should be accompanied by risk capital (access to 

novel ideas, role models, informal forums, region-specific opportunities, safety nets, access to 

large markets and executive leadership) (Venkataraman, 2004).  

The relation between intangible factors and innovation has not been explored in the 

literature. There are a few attempts on this field (Kramer, Marinelli, Iammarino, and Diez, 

2011; Rutten and Boekema, 2007; Vásquez-Urriago, Barge-Gil, and Modrego Rico, 2016) 

that identify some important factors such as Organizational, Social and Network Capital, or 

Cooperation. 

By focusing on the intangible factors, and arguing that innovation does not occur by 

governmental law (recognizing however the importance of governmental support), the authors 

of this paper assumed for the purpose of this research that “Sustained Innovation is the state 

attained by organizations that have built a "culture of innovation” capable of innovating at 

every point of the compass – a full 360 degrees of innovation – in all aspects of the business-

management, operations, customers, suppliers, and among every team.” (Hoque, 2013). 

In brief, and in order to frame the approach to innovation that was taken to develop our 

research, firm innovation is regarded as a result from intangible factors, organized according 

to the types of innovation identified by the Oslo Manual (OECD, 2005) (Product, Process, 

Marketing and Innovation) and supported and tested by the Community Innovation Survey. 

“The survey covers areas such as new or significantly improved goods or services, and the 

introduction of new or significantly improved processes, logistics or distribution methods. It 

also gives information on the characteristics of innovation activity at the enterprise level, 

thereby creating a better understanding of the innovation process and the effects of 

innovation on the economy” (European Union, 2012). 

Since innovation is being analysed through strategies adopted, it means that we adopted a 

management perspective. Thus the concept is being analysed under the concept of 

Intrapreneurship perspective. For this research other issues beside innovation and cooperation 

were explored. Even presenting the concepts of innovation and cooperation as the most 

relevant for this paper, some tests will be performed trying to find possible relations between 

innovation and other elements. 

In the next section we will find a description from the region under analysis, followed by 

an explanation of the research methodology adopted. 

2. The Region 

The study was carried in the region of Tâmega e Sousa, in Portugal. This region is 

composed of 11 Concelhos
1
 composing the inter-municipal community of Tâmega e Sousa. 

This community is one of seven inter-municipal entities (groups of Concelhos organized as 

administrative regions) in the Northern Region of Portugal.  

                                                           
1
 Concelho: Portuguese administrative unit divided into smaller units called freguesias. 

http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Enterprise
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The region presented in Fig. 1 is composed of eleven concelhos (Amarante, Baião, Castelo 

de Paiva, Celorico de Basto, Cinfães, Felgueiras, Lousada, Marco de Canaveses, Paços de 

Ferreira, Penafiel, Resende). For statistical purposes this region is within a NUTE III. The 

region has an area of 1,830 km2 and a population of 434,165 inhabitants, about 12% of the 

northern region. “A characteristic element of the Tâmega and Sousa population is its 

predominantly rural integration: the people who live in towns with more than 2,000 

inhabitants do not even reach one third of the population, when the regional and national 

average exceeds 60%” (Castro et al., 2014).  

 

  
 a)   b) 

Fig. 1. The Region of Tâmega e Sousa in Portugal. 

a) Portuguese map with the Region of Tâmega e Sousa (in black) 

b) Concelhos that compose the region 

 

On what regards the economic activity, focusing on the main relevant elements for this 

paper, in 2012 there was a total 25,500 firms. From those firms 4,399 were acting in the 

manufacturing sector, while 3,754 in the construction sector. These sectors were employing 

(in 2011) 53,783 workers in the manufacturing, and 32,685 in the construction. These figures 

represent 50% of total employment in this region. 

According to (Castro et al., 2014) the manufacturing industry is the main economic activity 

of the Tamega e Sousa. The 4,700 industrial companies based in Tâmega e Sousa, including 

2,582 companies have employed 53,745 people and generate a gross value added of 722 

million euros for a turnover of 2,372 million euros in 2011. These figures corresponds to 40% 

of people employed in companies of Tâmega e Sousa, 41% of Gross Value Added (GVA) and 

36% of turnover, substantially above those recorded in the North and in Portugal. The result is 

a weight of the Tâmega e Sousa industry in total North and upper country to the situation 

when considering the total economic activities, whatever the indicator used. However, the 
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importance of the Tâmega e Sousa is higher in all businesses and persons employed in 

industry than in the GVA and the volume of industrial business, indicating a lower 

productivity of the Tâmega e Sousa industry regarding the north and Portugal. In 2011, 

apparent labor productivity in the Tâmega e Sousa industry was equal to 13,437 euros per 

person employed, which corresponds to two thirds of the total registered in North industry 

and 54% of the domestic industry. 

In this region is also possible to find some industrial districts, such as shoes making in 

Felgueiras; textile in Lousada, wood furniture in Paços de Ferreira, and in metalworking in 

Amarante. 

3. Methodology 

3.1. The Questionnaire 

The main purpose of the study, carried out in 2013/2014, in the manufacturing and 

construction sectors in the Tâmega e Sousa region (Portugal) was the characterization of the 

firms in this region relatively to entrepreneurship and local sustainability. In order to measure 

innovation (as an element to measure entrepreneurship later on) under a managerial 

perspective (intrapreneurship) were identified 11 main factors according to Table 1. 

Table 1. Innovation strategies. 

Strategies (intangible factor) Type of innovation 

Investment in new equipment or production methods Process 

Productive process reorganization Process 

Sales extension for new markets Marketing 

Product/service differentiation Product 

New commercialization/marketing methods were used Marketing 

New products Product 

Focus change from production to marketing Organizational/Marketing 

Firm/Management reorganization Organizational 

Cooperation (competitors, or suppliers or customers) Organizational 

Social responsibility Organizational/Marketing 

Firm’s image investments Marketing 

Others Any one, within these 4 types 

 

The strategies presented above aimed to measure the levels of innovation within firm 

management. The project did not aim to measure external factors of innovation, such as R&D 

investment, patents, or number of ideas. The main purpose is to identify to what extent firms 

develop an organizational culture that welcomes innovation strategies in their daily 

management. The strategies were regarded as the intangible factors of innovation, in order to 

get information about firm’s regular activities that could lead the firm into one level of 

innovation. 
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3.2. Sample Calculations 

The study was focused on a valid sample. In order to find the minimum sample size it was 

necessary to define: 

1. Confidence level, 

2. Error margin, 

3. Proportion of answers obtained in a particular section. 

It was also developed a pilot study with 33 observations in order to analyse the proportion 

of answers that occur relatively to the degree of innovation. From this initial sample it was 

possible to do some inferences to the final sample, using the following formula (Saunders, 

Lewis, and Thornhill, 2009): 

n = p% * q% * (z/e%)
2
 

where: 

n - minimum sample size required, 

p% - proportion belonging to the specified category, 

q% - proportion not belonging to the specified category, 

z - z value corresponding to the level of confidence required, 

e - margin of error required. 

According to the final results it was necessary to get less than 158 answers, since we got a 

very low percentage of moderated innovative firms. These results were calculated for a 95% 

interval confidence. The final analysis included 283 questionnaires. 

4. Results  

In order to measure innovation, the questionnaire included a table with 12 strategies. 

Interviewees were asked to mark the strategies that the firm had been following in the latest 

years (with the possibility of marking one or more strategies). In Table 2 it is possible to find 

the strategies, the percentage of firms that adopted the strategy (yes or no), and the relative 

importance of each strategy (within the total strategies). 

Table 2. Strategies adopted. 

Strategy % (yes or no) 
Relative 

importance% 

Investment in new equipment or production methods 39.9 15.3 

Productive process reorganization 25.4 9.8 

Sales extension for new markets 41.3 15.9 

Product/Service differentiation 39.9 15.3 

New commercialization/marketing methods were used 10.2 3.9 

New products 27.9 10.7 

Focus change from product to marketing or vice versa 2.8 1.1 

Firm management reorganization 26.5 10.2 

Cooperation 32.2 12.3 

Social responsibility 3.5 1.4 

Firms image investments 11 4.2 

Others 0 0.0 
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Some of the figures in this table are worth commenting on. Firms elected “sale extension 

for new markets” as their main strategy (15.9%), followed by “Investment in new equipment 

or production methods” and “Product/Service differentiation” (15.3%).  

The following strategy is “Cooperation” (12.3%) and this one can be explored in order to 

identify the type of cooperation that firms are developing.  “New products” and “Firm 

management reorganization” are the next more adopted strategies.  

These results are interesting to compare to a previous study (Duarte, 2011), that was taken 

not in this region but in another smaller administrative region that included 5 of the 11 

concelhos, that are here analyzed (Castelo de Paiva, Felgueiras, Lousada, Paços de Ferreira 

and Penafiel).  

Table 3. Variation on strategies from 2008 to 2013/14. 

Strategy 2008 2013/14  

Investment in new equipment or production methods 19 15.3  

Productive process reorganization 14 9.8  

Sales extension for new markets 14 15.9  

Product/Service differentiation 10 15.3  

New commercialization/marketing methods… 6 3.9  

New products 9 10.7  

Focus change product to marketing or vice versa 2 1.1  

Firm management reorganization 9 10.2  

Cooperation 3 12.3  

Social responsibility 4 1.4  

Firms image investments 10 4.2  

Others 0 0.0  

 

It is quite interesting to notice that from that study (carried in 2008) to this one (carried in 

2013/14) the strategies that got a positive variation were those related to management and 

product/markets. It seems that firms are reorganizing internally, there is a huge variation on 

cooperation strategies and management is looking for new differentiated products and selling 

to new markets. Anyway, it should be reminded that the sample study from 2008 to 2014 was 

not the same. In 2014 the sample included different firms, and only five concelhos, are in both 

studies.  

As noticed Cooperation strategies are among the most important ones. The questionnaire 

also identified the type of cooperation that firms were taking (Customer, Supplier or 

Competitor Cooperation). As presented in Table 2, 32.2% of firms mention to follow a 

cooperation strategy. The most relevant type of cooperation is Customer Cooperation (18.7%) 

followed by Supplier Cooperation (16.3%) and Competitor Cooperation (9.2%). Only 1.8% of 

firms claim to adopt cooperation strategies with the three named stakeholders, and 21.9% are 

cooperating just with one stakeholder. Even with a low level of cooperation with competitors 

(that could promote Coopetition) firms (management) are paying more attention and 

developing the cooperation culture.  
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After a brief presentation and discussion about the innovation strategies that firms are 

adopting we will now explore the levels of innovation. In order to classify each firm 

according to their degree of innovation, five categories were created: 

0 – 1: Very Averse to Innovation 

2 – 4 : Innovation Averse 

5 – 7 : Moderate Approach to Innovation 

8 – 10: Innovative 

11 – 12: Very Innovative 

The results on innovation strategies were poor, or in other words, unexpected. Considering 

the strategies that firms have been adopting (Table 2) it was expected to get interesting results 

on innovation. However as it is possible to see in Table 4 firms present an averse attitude to 

innovation. 

Table 4. Classes of innovation. 

Item Frequency Percent 

Very Averse to Innovation 54 19.1 

Innovation Averse 205 72.4 

Moderated Approach to Innovation 24 8.5 

Total 283 100.0 

 

Only 8.5% present a moderated approach to innovation that mean that during the last years 

adopted five to seven innovation strategies. It is also interesting to notice that the same study 

was developed at the same time in a Polish region (Duarte, Diniz, Bojar, & Arent, 2016) and 

the results were more positive in Poland (11.6% of firms presented an innovative behaviour, 

while 38.6% present a moderated approach).  

After getting these results it might be interesting to verify if it is possible to identify a 

pattern on strategies and classes of innovation. In table 3 it is possible to find some 

differences among the main categories of innovation. The shadow cells correspond to the 

most important strategies followed by each class of firms (on innovation levels). 

Table 5. Strategies by class of innovation. 

Strategy 
Very Averse Averse Moderated 

N % N % N % 

Investment in new equipment or production methods 12 29 83 15 18 14 

Productive process reorganization 0 
 

59 10 13 10 

Sales extension for new markets 4 10 92 16 21 16 

Product/Service differentiation 5 12 89 16 19 15 

New commercialization/marketing methods were used 0 
 

21 4 8 6 

New products 5 12 58 10 16 12 

Focus change product to marketing or vice versa 2 5 5 1 1 1 

Firm management reorganization 5 12 56 10 14 11 

Cooperation 9 21 72 13 10 8 

Social responsibility 0 
 

6 1 4 3 

Firms image investments 0 
 

24 4 7 5 

Others 0 
 

0 
 

0 
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The figures in this table allow us to do various combinations. The shaded cells represent 

the most relative important strategies within each innovation class. Immediately it is possible 

to verify that “investment in new equipment or production methods” is a strategy that have 

been followed by most if firms. Cooperation seems to be an important strategy for firms that 

are very averse to innovation, as well as for firms that are innovation averse. Those with a 

moderated approach to innovation do not consider cooperation as a strategic one. It is also 

noticed that averse (to innovation) firms are really in the mid-term, from those that are very 

averse and moderated. Besides the mid-term on what regard the number of strategies adopted, 

the most important strategies for this class of firms are the same as the previous and next 

class. Apparently firms are investing in new equipment and production methods, no matter 

the class they fit in. Then they are in a way that start by a low number of innovative strategies, 

were cooperation assumes an important role when compared with the strategies that are 

adopted. Other important strategies adopted by firms that are averse to innovation are 

differentiation strategies as well as new commercialization and/or marketing techniques. 

These last strategies are also the most important for moderated innovation firms.  

The results from the previous table, even without a statistical validation allow us to 

question the existence of a pattern to innovation. Are firms following a typical management 

on the innovation way?  

On what regards cooperation being this one an important strategy for firm’s success the 

results from Table 5 lead us to explore a bit further these particular strategies. For that a 

similar procedures was adopted in order to identify the existence of different types of 

cooperation according to the innovation class were firms were classified.  

Table 6. Cooperation Strategies by Class of Innovation 

Strategy 
Very Averse Averse Moderated 

N % N % N % 

Competitors Cooperation 4 31 21 22 1 7 

Suppliers Cooperation 3 23 37 38 6 40 

Customers Cooperation 6 46 39 40 8 53 

 

The results from Table 6 allow us to verify that no matter the innovation class were firms 

are classified the most relevant cooperation strategy is Customers Cooperation. However it 

was also noticed that the cooperation with competitors relevance decreases as firms become 

more innovative. In fact, even not making sense from a managerial perspective, since 

cooperation with competitors is a way for regional growth (coopetition) under a micro 

perspective the results present some logical sense. As follows we present a perspective based 

on the results from the previous tables: When firms are initiating a culture of innovation they 

realize that the most important is the internal productive reorganization (investment in new 

equipment or production methods) as well as a cooperation strategy. In this class even with a 

tiny difference, the cooperation with competitors is more important than it is with suppliers. 

As firms move for a lighter innovation aversion, i.e, firms start to implement a larger number 

of innovative strategies, the relative importance of competitors cooperation starts to decrease 
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relatively to suppliers cooperation. When firms achieve a moderated level of innovation the 

cooperation with competitors is lower than cooperation with suppliers (and customers).  

By looking to the strategies results presented in Table 5 it is possible to verify that the most 

relevant strategies adopted by firms with a moderated approach to innovation are related to 

new markets and product differentiation. Since these firms also present a low level of 

cooperation, we might say that firms adopt a general strategy of cooperation to initiate the 

innovation process, but then they prefer to compete alone. This behaviour might be a 

justification for the low levels of innovation that these firms (moderated) present. It is known 

that innovation derives from knowledge share and ideas discussion, however firms that seem 

to be somehow ahead in terms on innovation overshadow innovation strategies. Once again, 

the results tend to identify the existence of cultural barriers to promote a Coopetition strategy.  

Still related with cooperation strategies there was another question in order to analyse 

stakeholder’s involvement in firm’s strategy. To this question the answer were very similar 

49.5% does not involve stakeholders in firms decision while 50.5% does.  

From those firms that consider the stakeholders opinion for their decision make process the 

most relevant stakeholders are as follows in the next Table: 

Table 7. Stakeholders involvement in firms management. 

Stakeholder 
% of firms that involve 

the stakeholder 

Customer 71.3 

Suppliers 45.5 

Employees 37.8 

Banks 38.5 

Others 20.3 

 

In order to analyse these results it is important to remind that the percentages presented in 

Table 7 are considering just the 50.5% of firms that take into consideration the stakeholders 

opinion for the decision making process. It is clear that customers are the most relevant 

stakeholders. Some authors also argue that customers cooperation are an effective strategy to 

improve firm performance (Sánchez-González & Herrera, 2014), Customers are followed by 

the suppliers. Interesting to notice that employees that are typically those that are really 

involved with the production process assume the fourth place in the importance ranking of 

stakeholders involvement.  

On what regards employees, according to the employee’s criterion 25.4% of firms are 

micro firms, 61.5% small and 13.1% medium. On average firms have 24 employees and they 

are divided as follows (on average): 15% on management functions, 42% are qualified 

workers, while 43% are not qualified.  

Still within the same group most of firms (40.6%) identify the involvement of two 

stakeholders, 27.3% just take into consideration one stakeholder 

Going a bit further it was analysed the relation between variables (variable association). 

For that was performed a cross tabulations based on the following hypothesis: 
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H0: The variables are independent (do not exists variable association) vs. 

H1: The variables are dependent (exist association) 

To analyse these hypothesis, according to the literature we must run a χ2 test. The decision 

will be taken according to the p value obtained with the χ2 test. 

The dependence test was related with the class of innovation and the stakeholders 

involvement. It was verified that the p-value for the χ2 was equal to 0.100, which means that 

it is possible to reject H0 (variable independence) with 90% of confidence. In this case it was 

possible to identify a tendency that allow us to say that firms more innovative firms are, the 

highest is stakeholder’s involvement.  

By performing other independence tests it was possible to conclude, with 95% of 

confidence, that, industry is more innovative than construction. On what regards innovation 

and firm size, is not possible to reject H0 for Portuguese data. So it was not identified a 

relation between size and innovation classes.  

It was also tested a possible relation between firm age and the innovation levels. Once 

again it was not possible to reject H0. According to the results does not exist a pattern on 

firms’ age that make the firm more or less innovative. Following Schumpeter on the theory 

that people are more innovative up to 35 years old (Schumpeter, 1934), it was also performed 

a test in order to identify a relation between an innovative pattern and age. Due to the 

identification questions the test considered people up to 39. However it was not possible to 

get a conclusion, since H0 was not rejected.  

No relation was found (H0 rejected) between innovation propensity and the familiar 

classification of firms.  

Considering the relation between innovation and sustainability it was not possible to get 

any conclusion since statistical assumption were not fulfilled in order to perform the test.  

Getting into the concepts of entrepreneurship (Innovation, Risk and Proactivity) since these 

strategies were measured independently it was also tested a possible relation innovation – 

risk, and innovation – proactivity 

Regarding risk, in Portugal is not possible to get statistical valid results because 

assumptions were not fulfilled. However it was noticed that such as at innovation where were 

identified just to classes of innovation (averse and moderate) the same was verified at risk 

(there are no firms with a risk propensity behaviour, at most there are some firms with a 

moderate approach to risk). Even without statistical valid results it was identified that firms in 

Portugal do not present an innovative neither risk behaviour.  

Analysing the relation between innovation and proactivity it was possible to reject H0 and 

to verify that firms with a lower propensity to innovation are normally more reactive and less 

proactive firms. 

From the previous results it was possible to identify some patterns, but at the same time 

some doubts were raised about innovation. In the next chapter we will present the main 

conclusions from this research. 
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5. Conclusion 

Along this paper the main focus was the concept of innovation in a Portuguese region on 

firms operating in the manufacturing and construction industries. Together with the concept 

of innovation some other issues were addressed.  

The first relevant conclusion respects the innovation activities in this region. The results 

suggested a very low level of innovation since 91.5% of firms present an averse or very 

averse attitude in terms of innovation strategies. In other words, 91.5% of firms within this 

sample during the last years adopted at most 4 innovation strategies. 

Comparing the results with a previous study realized in 2008 (not in the same region but 

including 5 of the 11 concelhos, now analyzed), it was identified that firms are reorganizing 

internally. In first place it was identified a huge positive variation on cooperation strategies 

(percentage of firms adopting this type of strategies). At the same time management is 

looking for new differentiated products and selling to new markets. However, it was 

identified a low level of cooperation with competitors (that could promote Coopetition).  

Considering the decision-making process the most relevant stakeholders are customers. 

According to the results 50% of firms are involving some of their stakeholders in the decision 

making process. This led us to conclude that firms (management) are paying more attention 

and developing the cooperation culture. It was also possible to identify a tendency that allow 

us to say that the more innovative firms are, the highest is stakeholder’s involvement.  

Even identifying this tendency the research did not explore the relation between the 

different types of stakeholder’s involvement and firms’ results. This was identified as a 

possible future research in order to explore this relation.  

On what regards other strategies adopted by firms in this region the investment in new 

equipment and production methods, seems to be a strategy followed by all firms. However, 

this strategy presents a slowdown behaviour, since in 2008. Other important strategies 

adopted by firms that are averse to innovation are differentiation strategies, as well as new 

commercialization and/or marketing techniques. These last strategies are also the most 

important for moderated innovation firms.  

An interesting tendency was identified in terms of cooperation. Even not finding a relation 

between firm age and the innovation class, and presenting this as a previous statement it is 

possible to present the story as something like this: - Firms start by a low number of 

innovative strategies, were cooperation assumes an important role when compared with the 

other adopted strategies. As firms are moving up in the innovation class (not necessarily 

getting older) the cooperation strategies start to present a less relevant role. It was also noticed 

that the cooperation with competitors decreases as firms become more innovative. In all 

classes the most important stakeholder for cooperation are the customers, however it was 

identified a tendency of a relative decrease in cooperation with competitors as we move from 

less to more innovative classes. This behaviour lead us to the identification of lack of a 

regional police for cooperation in order to promote the clusters identified in this region (shoes 

industry, wood furniture, textile and metalworking).  
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Abstract. The national economy of Ukraine is the subject of analysis carried out within 

this article. The time period scrutinised is 2000 – 2015 years.  Two important facets of 

every national economies were analysed, i.e. national economy competitiveness and 

foreign direct investment inflows. The correlation between parameters was measured in 

Ukraine economy during its transformation. For this purpose Spearman's Rank-Order 

Correlation Coefficient was utilised. Due to the approach it was possible to determine 

relationship between Ukraine economy competitiveness and foreign direct investment 

inflows. There is significant statistical correlation between two above mentioned 

variables. 

Keywords: Ukraine, transforming, national economy, competitiveness, foreign direct 

investment 

JEL Classification: F21, F62 

1. Introduction 

Nowadays competitiveness is the most important determinant of stable and sustainable 

development of countries which take part in international economic relations. The main 

reason is growing rivalry for scanty factors of production among them. In such relations the 

global village gradually transform into global jungle. Chances to survive have only those who 

are well-informed about rules of the game and successfully utilize them or participate in their 

creation. Therefore, competitiveness is the ability of any national economy to compete 

effectively with other national economies for the scarce resources and to improve their 

productivity. Due to this dynamic, stable and sustainable growth  of welfare is gaining 

(Економічна енциклопедія 2000, p. 814).  

The term of competitiveness has ambiguous, dynamic and relative character in the subject 

literature (Borowski J. 2008, p. 51; Nowara W., Rynarzewski T. 2007, p. 27). Many 

researchers have been trying to define the category “an international competitiveness of 
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national economy” for the last several decades. Depending on character and goals of scientific 

studies there are one, several or even few dozens of different definitions in various research 

papers. J. Misala gives almost 40 examples of definitions of international competitiveness of 

national economy. Those definitions were created by a number of foreign and Polish authors 

(Misala J. 2011, p. 64-68). There are also other researchers following him (Kompendium 

wiedzy o konkurencyjności 2009, p. 128-129). 

The national economy competitiveness mainly relies on cooperation among participants of 

economic relations that takes place within it. Therefore, it is aggregate result of economic 

subjects activity on different levels. Taking this into consideration, it is recommended to 

analyse a number of factors which influence the national economy competitiveness. They 

exist on such levels: good/service, firm, branch, national economy as a whole. The 

competitiveness of every next, more sophisticated, stage depends on competitiveness of 

previous levels. So, the national economy competitiveness depends on how high the 

effectiveness priorities of particular economic subjects are in hierarchy of their values 

(Wziątek-Kubiak A. 2001, p. 477). To sum up, the national economy competitiveness is its 

ability to economic growth in long-term period under globalization.   

Under globalization, the task of looking for methods of national economy competitiveness 

improvement is crucial. Foreign direct investment (FDI) can be the solution. It is one of the 

most powerful engine of modern economic activity internalisation (Jarblad A. 2003, p. 48; 

Jones J., Wren C. 2006, p. 1; Foreign direct investment in emerging market countries 2003, p. 

10). FDI is important factor of economic growth. It is effective solution for national economic 

integration into global market and improving its competitiveness as well (Dunning J.H. 1988, 

p.65; World Investment Report 2002, p. iii; Foreign Direct Investment for development 2002, 

pp. 4-5; Sass M. 2003, p. 38; Anastassopoulos G. 2007, p. 38). The profits can be gained by 

both importers and exporters of FDI. Nevertheless, the level and the scope of such advantages 

depend on a number of different conditionalities e.g. economic, social, geographical, cultural, 

linguistic and religious as well (Buszko A. 2010, p. 8).  

Nowadays,  most scientists confirm the fact of positive impact of foreign direct investment 

to host countries economies [Meyer K. 1995, pp. 315-317; Wilhelms Saskia K.S. 1998, p. 7; 

Oman C. 2000, p. 3; Perry A. 2000, p. 779; Moran T. 2002, pp. 108-139; Janicki H. P., 

Wunnava P. W. 2004, p. 505; Enderwick P. 2005, p. 94; Johnson A. 2006, p. 44]. One of the 

possible examples of such an influence is the nivelation of differences between levels of 

development in transforming and developed economies as a result of knowledge and skills 

diffusion (Kuzel M. 2007, p.89). Due to solutions which are transferred simultaneously with 

FDI the organizational and technical gaps are closed within transforming economies (Barrell 

R., Holland D. 2000, pp. 477-504).  

The host economies growth is one of the results of technology transfer from foreign firms 

to national entrepreneurship subjects (Findlay R. 1978, p. 1; Borensztein E., Gregorio J. and 

Lee J. - W. 1998, p. 115; Olofsdotter K. 1998, pp. 534-547). Moreover, national entrepreneurs 

improve the results of their economic activity (Sjöholm F. 1999, pp. 53-73; Blomstrom M., 
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Globerman S., Kokko A. 2001, p. 2; Castellani D., Zanfei A. 2003, pp. 555-576). The host 

countries improve theirs human capital (knowledge, skills) as a consequence of foreign firms 

activity within them (Glass A.J., Saggi K. 1998, pp. 369-398; Fosfuri A., Motta M., Rønde T. 

2001, pp. 205-222; Glass A.J., Saggi K. 2002, pp. 495-513). The financial welfare of workers 

employed in firms with foreign capital is relatively higher (Bedi A.S., Cieślik A. 2002, p. 1-

27). Nevertheless, there is no unambiguous opinion about the ways foreign direct investment 

influence the host economies and their competitiveness. There are a number of examples of 

their negative or even lack of impact on host economies (Meyer K. 2005, p. 7). Based on 

empirical evidence from Venezuela it was stated, that FDI increasing in short term is the 

reason of productivity and effectiveness decreasing of the firms with just national capital. The 

increasing of their average cost of production is the reason (Aitken B. J., Harrison A. E. 1999, 

p. 5). FDI can influence negatively on host economies as well. It is possible in situations once 

FDI is invested in primary sector of host economy (Alfaro L. 2003, p. 13). In turn, depending 

on level of human capital development (Borensztein E., De Gregorio J., Lee J. - W. 1998, p. 

117), number of high-skilled employees ( De Mello L.R. 1999, pp. 133-148) or existing 

international exchange policy (Balasubramanyam V. N., Salisu M., Sapsford D. 1996, p. 92) 

FDI can influence both positively and negatively on host economies. If the level of human 

capital development is low, there is high chance of host country workforce exploitation by 

foreign firms. The relatively (in comparison to countries with high educated and skilled 

workforce) lower costs of hiring of such a worker is the reason. In turn, export-oriented 

national policy is the condition necessary for profit gaining from foreign capital presence in 

the host country. In contrast, excessive import preferring can negatively influence national 

market of host economy. The reason is deterioration of balance of payments and national 

producers are under risk of losing their positions at national markets. Moreover, in 

transforming and developing countries foreign capital concentration may cause (as a result of 

fusion and mergers processes) the negative impact on host economy competitiveness. It can 

be avoided in situations when the barriers to entry on and exit from market are low but 

consumers have enough power to stand up to prices increasing (Foreign direct investment for 

development 2002, p. 16-17). Taking into consideration everything stated above, there is 

necessity to determine the role the foreign direct investment plays in national economy 

competitiveness of host countries forming. It is particularly important for national economies 

under transformation. Such countries must care about competitive advantages they have and 

create the new ones. Due to this stable and sustainable development of their national 

economies will be possible. Moreover, it is worth caring about attraction, proper utilization 

and holding on strategic assets on both micro and global levels. Nowadays, such a strategic 

asset can be foreign direct investment. So, there is necessity to determine the relations 

existing between national economy competitiveness of host countries and FDI inflows into 

them. On account of that, the goal of the article is to ascertain the relationship between 

foreign direct investment into Ukraine and its national economy competitiveness in 2000-

2015 year. 
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2. Methods 

To quantify the level of Ukraine national economy competitiveness the World Economic 

Forum Index of Competitiveness was used. Nowadays, it is the most popular and wide used  

measure of national economies competitiveness level. The time period analysed in the article 

is 2000-2015 year. In 2000, for the first time since independence, there could be observed 

stable growth tendencies (it also about competitiveness) in Ukraine national economy. Such a 

situation have been lasting for almost a decade. It was the proof that favorable for business 

developing environment was formed in Ukraine. In such circumstances economic subjects 

were able to develop, to improve their economic results, to enhance broadly treated 

competitiveness. There were a lot of causes on several levels. First of all, the main reason was 

both internal and external socio-economic relations of Ukraine which had taken place within 

analysed period and several years before (Домбровски М., Развитие стран СНГ после 

выхода из трансформационного кризиса 2008, p. 5). As a result of a number of reforms it 

was possible to form the fundaments of free market economy in Ukraine. The clues activities 

were: economic liberalization, privatization of state property, internationalization of national 

economy, a number of institutional reforms. Thanks to this the conditions for more effective 

functioning of economic subjects were created. The mechanisms of constructive free market 

contest were triggered.  Furthermore, simultaneously with recovering of Ukraine national 

economy the attitude of foreign firms and investors towards Ukraine has changed as well. It 

was treated by investors as a relatively more attractive than other transition economies of 

former Soviet Union. For example, in 2015 the national economy of Ukraine was placed at 

the third (out of 19) position in terms of FDI invested (stock) in particular national economies 

which belong to those group of countries. Just Russia and Kazakhstan attracted more FDI 

than Ukraine.
2
 

The Spearman's rank-order correlation was used in order to verify the existence of 

stochastic relationship between Ukraine national economy competitiveness and FDI invested 

into it. In spite of primarily using of this tool to measure the strength of association among 

qualitative variables (put at least in ordinal scale), nevertheless it is possible to use it for 

gauging the relationship among quantitative variables, first of all in situation when there is a 

small number of observations  (n<30) (Krzysztofiak M., Urbanek D. 1977, p. 304; Kot S. M., 

Jakubowski J., Sokołowski A. 2007, p. 299; Sobczyk M. 2008, p. 243).  

The Spearman's rank-order correlation was calculated based on the formula: 

 

                                                           
2
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where:  

rd - the Spearman's rank-order correlation coefficient, 

di - difference in paired ranks, 

n - number of cases. 

The Spearman correlation coefficient can take values from +1 to -1. The sign of coefficient 

indicates the direction of relationship between analysed variables. A rd of +1 indicates a 

perfect association of ranks, a rd of zero indicates no association between ranks and a rd of -1 

indicates a perfect negative association of ranks. The closer rd is to zero, the weaker the 

association between the ranks. There is a scale for measuring the strength of association:  

0,0-0,2 – very weak association, 

0,2-0,4 – weak association, 

0,4-0,6 – moderate association, 

0,6-0,8 – strong association, 

0,8-1,0 – very strong association (Pułaska-Turyna, 2008, p. 287-288). 

3. Results and discussion 

The Competitiveness Index of World Economic Forum for Ukraine has been calculated since 

1997. Most frequently Ukraine national economy was treated as transforming. It means that 

its results in national economy competitiveness creation primarily were determined by 

extensive factors. But later Ukraine has made some progress in its national economies 

competitiveness improvement. Thanks to that since the 2012 until now Ukraine has been 

treated as national economy in which competitiveness is determined by effectiveness factors. 

Such treatment is based on World Economic Forum methodology. In 2015, besides Ukraine, 

30 other countries were the members of the efficiency-driven group of national economies. 

There were such economies as follows: China, Bulgaria, Georgia, Serbia and others.  

Ukraine was located at 79th position out of 140 countries analysed in 2015-2016 within 

Global Competitiveness Ranking of World Economic Forum (see Tab. 1). This result is 10 

positions higher than that was gained in 2010. For comparison, in 2006-2008 there was 

relative stability of Ukraine national economy competitiveness position in global ranking (69, 

73, 72 position respectively). In 2015 Ukraine was in eighth ten of countries. It was situated 

amongst such national economies as: Ecuador, Croatia, Guatemala, Tajikistan, Greece, 

Armenia. It is much more lower than real abilities and aspirations of Ukraine. It means that 

Ukraine economy fell behind a lot of countries which have much better results. Here are the 

ranks of such national economies: Kazakhstan (42), Bulgaria (54), Russian Federation (45), 

Poland (41). Such results mean that those countries more quickly and effectively improved 

their macroeconomic environment, created better abilities for business functioning and 

reformed public institutions.  
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Table 1. Ukraine in the Global Competitiveness ranking of World Economic Forum in comparison to 

the selected world economies in 2010 and 2015. 

Country 
The global competitiveness index 

2010 2015 

Georgia 93 66 

Republic of Moldova 94 84 

Germany 5 4 

Poland 39 41 

Russian Federation 63 45 

United States of America 4 3 

Switzerland 1 1 

Ukraine 89 79 

Source: prepared by the author based on The Global Competitiveness Report 2010-2011, pp. 15-22 and The 

Global Competitiveness Report 2015–2016, p. XIII. 

Therefore, taking better results of Ukraine in forming global competitiveness into 

consideration it is possible to build up further optimistic forecasts for its economy 

development. Nevertheless, there has to be a big dose of pessimism because of lasting 

economic, social and military crisis in Ukraine. The main aim of further changes must be 

increasing welfare of Ukraine people. The improvement of national economy competitiveness 

has to become the tool for achieving such a goal.  

Foreign investment, especially direct, possess special place and role in Ukraine economy. 

Taking into consideration its transition character there is high necessity to attract some extra 

factors for further development. Such an assets were and are essential for maintaining current 

activities and providing investment and reforms. At the beginning of the last decade of XX 

century the main sources of extra assets for Ukraine were The World Bank and The 

International Monetary Fund. But the most part of financial support gained from them was not 

utilised. The reason was sluggishness of Ukraine government in fulfilment of requirements of 

those financial institutions. The foreign investment portfolio was not much more useful in that 

period too. Because of its relatively higher liquidity (therein, the possibility of quick 

withdrawing from hosting country) and speculative character it was very dangerous for 

hosting economies (Private capital flows to developing countries 1997, p. 6; Reisen H., Soto 

M. 2000, pp. 1-14). The example is financial crisis of Southeast Asian countries and Russia in 

1997-1998. In those times most of foreign investors pulled out their capital from Ukraine as 

well. The sharp financial crisis and almost bankruptcy were the consequences. In such a 

situation, foreign direct investment was considered as the best solution. Moreover, by that 

time this thesis had been approved by the nearest neighbors of Ukraine (Bellas C. J., 

Bochniarz Z., Jermakowicz W. W., Meller M., Toft D. 1994, pp. 9-10). 

Ukraine is a net importer of foreign direct investment. According to the National Bank of 

Ukraine data the value of accumulated FDI invested in Ukraine by the end of 2015 was USD 

61,817 M. In turn, the amount of FDI invested by Ukrainian investors overseas  in the same 

period was USD 9,572 M. Nowadays, Ukraine is on the second stage of forming its net 
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investment position according to the investment development path theory of J. H. Dunning 

and R. Narula Ukraine (Dunning J. H., Narula R. 1996, pp. 78-101, Narula R., 1996, pp. 37-

53). It is quite good but not satisfactory result for economy with such a relatively great 

developing potential. Real competitive advantages of country participating in international 

capital flows begin to be created at third stage and achieve their peak at the fifth. Therefore, 

there are a lot of calls and tasks which wait for Ukraine in the way of forming its net 

investment position. It will make it possible to strength and empower its international 

competitiveness. So, there is a necessity to analyse tendencies within FDI inflows into 

Ukraine national economy.  

Taking into consideration the information from Table 2 it is possible to state, that there 

have been a stable growing tendency of FDI inflows into Ukraine within analysed period. 

Even during economic downturn of  2005-2006, 2008-2009 foreign investors went on to run 

their economic activity within Ukraine economy. Undoubtedly, it contributed to stabilising of 

Ukraine national economy and helped it to revive after crisis. It is one more proof for 

superiority the foreign direct investment on foreign portfolio investment. As a rule, the latter 

immediately react on unfavorable changes within host economies and can disappear quite 

quickly. On the contrary, FDI investors could not withdraw their capital so quickly. The 

reason is relatively more tight relationships (e.g. financial, economic, social and others) 

between them and hosting economies. Due to this FDI is the factor that take part in creation of 

stable and lasting competitive advantages of host national economies.  There are some 

deviations in data from Table 2. These are 2014 and 2015 years.  

Table 2. The dynamic of FDI invested in Ukraine in 2000-2015 period. 

Year 

FDI invested into Ukraine 

(stock) at the end of each year, 

M USD 

FDI dynamic, year to year, % 

2000 3,875 119.3 

2001 4,801 123.9 

2002 5,924 123.4 

2003 7,566 127.7 

2004 9,606 127.0 

2005 17,209 179.1 

2006 23,125 134.4 

2007 38,059 164.6 

2008 46,997 123.5 

2009 52,021 110.7 

2010 57,985 111.5 

2011 66,685 115.0 

2012 75,189 112.8 

2013 78,888 104.9 

2014 63,910 81.0 

2015 61,817 96.7 

Source: prepared by the author based on data of Ukraine State Statistic Committee http://ukrstat.gov.ua/  

10.11.2016 and data of  National Bank of Ukraine https://bank.gov.ua/control/uk/publish/article?art_id=44502 

&cat_id=44446 (10.11.2016). 
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They were exceptions from the rule of stable growth of FDI invested in Ukraine during 

analysed period. We can see quite drastic decreasing in values of FDI invested in Ukraine in 

2014, 2015. The main reason was not including into national statistic the data from 

temporarily occupied Autonomous Republic of Crimea, the city of Sevastopol and territories 

of anti-terrorist operation. So, let us hope there are just statistical reasons of this situation.  

The most FDI was invested into Ukraine after 2004. In 2005-2012 period foreign investors 

have invested USD 65,583M. It is more than six-fold greater comparatively to the first 

fourteen years (1991-2004) since independence. It is worth stressing that increasing of FDI 

invested into Ukraine took place during the peak of Ukraine national economy development. 

In 2004 the GDP of Ukraine have increased more than 12% comparatively to previous year. 

In those times it was second (after Turkmenistan) best result among Asian and Central-East 

Europe countries. So, it was the proof of the statement that the quicker economies develop the 

more attractive for foreign investors they are (comparatively to the national economies which 

develop more slowly) (Lim D. 1983, pp. 207-212; Bevan A. A., Estrin S. 2000, p.18). 

Table 3. Cumulated values of FDI invested into former republics of Soviet Union and into selected 

Central and Eastern Europe countries, as for 31.12.2015 

Country 
Cumulated values of FDI, 

USD M 
Country rank 

Armenia 4,269 17 

Azerbaijan 22,183 11 

Belarus 17,972 13 

Bulgaria 42,106 9 

Estonia 18,914 12 

Georgia 12,525 15 

Kazakhstan 119,833 3 

Kyrgyzstan 3,887 18 

Latvia 14,549 13 

Lithuania 14,440 14 

Rebublic of Moldova 3,539 19 

Poland 213,071 2 

Czech Republic 113,057 4 

Slovakia 48,163 8 

Russian Federation 258,402 1 

Romania 69,112 6 

Tajikistan 2,112 20 

Turkmenistan 32,124 10 

Ukraina 61,817 7 

Uzbekistan 9,888 16 

Hungary 92,132 5 

Source: prepared by the author based on data of UNCTAD 
http://unctadstat.unctad.org/wds/TableViewer/tableView.aspx?ReportId=96740 (13.11.2016). 
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Based on data form Table 3 we can state, that in 2015 among transition economies 

(shadowed lines) Ukraine was at the third place as for the value of attracted FDI. Just Russian 

Federation and Kazakhstan had better results than Ukraine. So, we can state that Ukraine has 

succeeded in reforming its national economy comparatively to other republics of former 

Soviet Union. It has become more attractive place to invest than other transition economies. 

But Ukraine achievements greatly lose their impressiveness if we widen the comparative scale 

and include into analysis of some countries from Central and East Europe. The position of 

Ukraine in ranking drop from the third to the seventh. The results of the nearest western 

neighbor of Ukraine- Poland are unreachable for Ukraine national economy for the time 

being. Much more better achievements have Czech Republic, Hungary and Romania. 

However, Ukraine may use this information as stimulus for the further actions towards 

forming attractive investment climate within its national economy. It is worth continuing 

structural changes as well.  

Taking into consideration everything mentioned above, it is worth to analyse the existence 

of relationship (its strength and direction) between foreign direct investment invested in 

Ukraine and its national economy competitiveness. It is conducted using Spearman's rank-

order correlation coefficient. Table 4 contains proper calculations. Scores were ranked 

according to rule: the highest score has got rank 1.  

The calculated Spearman's rank-order correlation coefficient is: 

 

There is a necessity to run the statistical significance test of coefficient calculated  

(rd = 0.862) before its interpretation. For this we have to verify hypothesis (H0) about lack of 

correlation between Y and X variables regarding to alternative hypothesis (H1) – such a 

correlation exists. Using critical values of Pearson’s correlation coefficient, the number of 

observations  n = 16, The Two-Tailed Test and a significance level of a=0.05 we get critical 

value of coefficient of p= 0.5029 (Kot, Jakubowski, Sokołowski, 2007, p. 299-300). 

The value ( p= 0.5029) is lesser than calculated Spearman's rank-order correlation 

coefficient (0,862). It means that association of ranked scores given to Y and X variables is 

not accidental (at the 0,05 level of significance). So, we can reject the null hypothesis about 

lack of correlation between Y and X variables. Because of qualitative nature of analysed 

variables and linear relationship between them the covariance analysis was not conducted.   
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Table 4. The auxiliary calculation for determination of relationship between Ukraine national 

economy competitiveness and foreign direct investment invested into Ukraine 

Year 

Scores Ranks Calculation 

Y 

The level of 

competitiveness* 

X 

Cumulated 

values of FDI, 

bln USD, as for 

31.12** 

Y
*
i X

*
i Y

*
i - X

*
i (Y

*
i - X

*
i)

2
 

2000 3.31 3.88 11 16 -5 25 

2001 3.26 4.80 14 15 -1 1 

2002 2.97 5.92 16 14 2 4 

2003 3.17 7.57 15 13 2 4 

2004 3.27 9.61 13 12 1 1 

2005 3.30 17.21 12 11 1 1 

2006 3.89 23.13 10 10 0 0 

2007 3.98 38.06 8 9 -1 1 

2008 4.10 47.00 2.5 8 -5.5 30.25 

2009 4.00 52.02 6.5 7 -0.5 0.25 

2010 3.90 57.99 9 6 3 9 

2011 4.00 66.69 6.5 3 3.5 12.25 

2012 4.10 75.19 2.5 2 0.5 0.25 

2013 4.10 78.89 2.5 1 1.5 2.25 

2014 4.10 63.91 2.5 4 -1.5 2.25 

2015 4.03 61.82 5 5 0 0 

Sum  93.5 

Source: prepared by the author 

* The Global Competitiveness Reports 2000-2015;  

** https://bank.gov.ua/control/uk/publish/article?art_id=44502&cat_id=44446 (10.11.2016). 

On the basis of results of statistical significance verification of calculated Spearman's rank-

order correlation coefficient (0.862) the relationship between Y and X was approved. On the 

grounds of above-depicted scale we can state, that there is a very strong positive stochastic 

relationship between Ukraine national economy competitiveness and FDI invested into 

Ukraine. So, there are some possibilities to assume that the more FDI will inflow into Ukraine 

the higher competitiveness of its national economy will be. Nevertheless, it is recommended 

to conduct further studies to verify and build up such an assumption.  

4. Conclusions 

Modern processes of globalization are characterized by the stable increasing of 

interdependence level and development of cooperation among particular national economies. 

The rules of rivalization at the world markets are significantly changing as well. As a result of 

liberalization and internationalization the competitive environment of national economies 

become more vulnerable for foreign subjects influence. Such a situation may bring both 

advantages and disadvantages for them and their competitiveness. It depends on national 

policy. Clever and based on actual information it can improve social welfare and 

competitiveness but sluggish and inefficiently realized it may cause loosing of economic 
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power and a number of social problems. So, there is a necessity to constantly analyse modern 

economic processes and look for the best solutions for improving  national economies 

competitiveness. The main aim of the article was to ascertain the relationship between foreign 

direct investment into Ukraine and its national economy competitiveness in 2000-2015 year. 

On the base of research conducted within this article it was possible to state that there has 

been very strong stochastic association between Ukraine national economy competitiveness 

and foreign direct investment invested into Ukraine in analysed period. It is proved by the 

Spearman's rank-order correlation coefficient (0.862).  

Taking into consideration the results of empirical researches conducted in this article it is 

possible to state that if Ukraine wants to improve its national economy competitiveness it has 

to intensify the relationships with foreign investors and make itself more attractive for FDI. 

So, they have to create proper state policy. It has to consider modern trends in international 

capital flows, FDI therein. Nowadays there can be noticed great changes in priorities of FDI 

investors. The role of traditional factors (e.g. natural resources, cheap and low-skilled 

workforce or even absorptive markets), which had been attracting investors before, constantly 

decrease. Whereas, new determinants of FDI location become more preferable. They are: 

economic policy liberalization, improving of state institutions activity, technological changes 

and innovative solutions implementation in production and management processes. Moreover, 

in modern international competitive environment, with predominantly oligopolistic character, 

such factors as costs and effectiveness of production gradually lose their importance as well. 

In turn, specific advantages play more and more important role. These are a different property 

rights, authors’ rights, technological knowledge, patents, trademarks, management, 

marketing, production know-how, standards of control GMP, ISO and so on. All above 

mentioned conditionalities have to be included in economic policy aimed at improving of 

Ukraine national economy competitiveness with regard to FDI. 

It is worth stressing that national economy competitiveness forming is a multidimensional, 

long-lasting and cost-generating process. First of all, there is a high necessity to determine all 

most important factors which can have positive influence. In this article the high significance 

of foreign direct investment invested in Ukraine for its national economy competitiveness was 

ascertained. As a rule, there are two ways of global competitiveness creation with FDI using. 

They are concerning both particular firms and national economies as a whole. The first one is 

passive. It is simple joining to the chains of transnational production which have already 

existed. The second is active. It demands to become active participator of international capital 

flows, first of all due to creation of own transnational corporations. Both solutions have both 

advantages and drawbacks. In the first instance, the host countries and their citizens become 

predominantly consumers of capital goods. They are not able to create FDI flows and the 

rules of global game for their own. The reason is relatively low level of economic 

development and possessed skills. The active engagement in such processes becomes possible 

in second situation that was depicted above. Nevertheless, the passive using of FDI also has 

its advantages. It is necessary for further development towards self-internationalization. FDI 

presence creates favorable environment for national subjects for learning and improving their 

international craft. It is important to remember that FDI, as an effective tool for economic 
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situation improving, can be used just for a certain period of time. The longlasting and 

sustainable development can be achieved only owing to further development of micro and 

macroeconomic fundaments of national economy. The most important task is to create 

effective and clear business and institutional environment. So, the FDI inflows into Ukraine 

economy has to be treated more like a tool, than a goal of state policy for national economy 

competitiveness improving. FDI assets have to be treated as a means for this. In turn, the 

paramount goal of Ukraine national policy for competitiveness has to be the 

internationalization of its national economic subjects. Owing to this the long-lasting and 

stable economic and social development will be achieved. 
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Abstract. Competitiveness is dynamic in its character and in terms of making priorities 

and directions of economic policy pursued by country leaders it is important to sustain 

and develop abilities to compete in a long term. In view of this, it is essential to indicate 

whether adopting Euro by selected economies of Eurozone changed the level of 

competitiveness of their export in comparison to the economies which have not joined the 

monetary union. To do so, changes in the volume, dynamics of export and the level of the 

balance of international trade were analysed, based on statistics published by Central 

Statistical Office of Poland and Eurostat data for the years 2000-2014. In order to carry 

out the analysis statistical method with elements of descriptive statistics and arithmetic 

mean was used. The data was presented in a tabular descriptive and graphical form.  

The analysis shows that the economies, which joined Eurozone in the 21st century, do not 

generate significant additional export volume – their average contribution to the whole 

“EU” export in the last 4 years of the analysis is 3.12%, the dynamics for the 

corresponding years cannot be assessed, due to the lack of credible statistics of these 

countries. The dynamics for the domestic economies of ‘old’ monetary union members is 

121.5%
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. Whereas comparing the structure and dynamics of export volume of the 

economies which have not joined Eurozone yet, it amounts 13.20% and 281.4% 

correspondingly. 
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1. Introduction 

Scientific discussion about competitiveness, carried out in literature leads to a conclusion that 

there is no explicit definition of the concept. Experts all agree, that the concept is relative, 

evaluative, describing a certain desired state and clearly defining the area of competitive 

“struggle” (Lubiński 1995, p. 65, Olczyk 2008, p. 23 Misala 2011, pp. 79-80). The meaning 

of competitiveness in this aspect stems from competition and it is an element of the former. 

The concept of international competitiveness appeared in economic literature in the 1970s. 

By that time research on international competitiveness of domestic economies was of 

secondary nature and usually not of a high priority, as it is currently considered in the 

strategies for the economic growth of many countries (Pawlak 2013, p. 12). Increasing the 

level of international competitiveness of an economy is nowadays one of the most important 

developmental challenges of many countries. Although the term competitiveness is 

commonly used, as well as in theory, practice and methodology of economic research, it 

remains one of the most ambiguously defined ones. Competitiveness is most often referred to 

when it comes to the international market, analysed as an ability to sustain or increase market 

contribution and evaluated. Significant determinants of international competitive position 

include: contribution to regional or world trade, balance of trade, terms of trade and relative 

prices (Pawlak 2013, p. 5-6) 

Introducing common Euro currency increased competitiveness of European Union 

economies. Euro as a common currency, implies advantages associated with transparency of 

prices of transactional production factors, services and capital by presenting them in one 

currency. Possibility of comparing prices helps positioning national economies in a changing 

international competitive environment and allows to identify competitive advantages. 

The dissertation deals with a research problem concerning a question whether adopting 

common Euro currency, by certain domestic economies of European Union countries, 

changed the level of competitiveness of their export in comparison to national economies of 

countries, which have not joined the monetary union. 

Changes in export of certain domestic economies of euro countries were analysed and the 

impact of adopting common Euro currency on the level of their export competitiveness of was 

evaluated. 

Trying to answer the addressed research problem, the substantive and structural scope was 

proposed as follows. Selected definitions of competitiveness of a domestic economy, from the 

perspective of economics theory, were presented. The concepts of competitiveness, export 

and competitiveness of export were analysed and their importance for the domestic economy 

and international trade was described. In the following part elements of competitiveness 

influencing international position of national economy were listed and described, the scope of 

their work was indicated and the importance of international cooperation for export 

competitiveness was tackled. 

What is more, issues of common currency and its function in creating competitiveness of 

Eurozone export were described. Expectations and presumptions which formed the basis of 

creating common currency and monetary union were presented, as well as certain aspects of 

the role of Euro in the international competitive position of Eurozone. 
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Statistics for the years 2000–2014, published by Central Statistical Office of Poland and 

Eurostat were used. Annual figures of export volume, its dynamics and international trade 

balance were presented. They were divided into economies of European Union members - 

currently 28 national economies, including 19
4
 economies within monetary union, 7 countries, 

which are European Union members, but haven’t adopted Euro yet, and 2 countries, Denmark 

and Great Britain, which reject adopting common currency
5
. 

In order to carry out the analysis statistical method with elements of descriptive statistics 

and arithmetic mean was used. The data was presented in a tabular descriptive and graphical 

form. 

2. The outline of the concept competitiveness in the economic theory 

K. Żukowska (2002, p. 83) defines competitiveness as ability of an economy, or rather entities 

functioning within it, or their production, to adjust to changing conditions, which makes it 

possible to sustain or improve their position on the market in global conditions. 

M. J. Radło (2008, p. 15) sees economy as a competitive one when in the circumstances of 

free trade and free movement of productive factors (especially capital) it is able to grow 

relatively fast and develop in a long period of time. 

The idea of export, according to a definition proposed by PWN Encyclopaedia
6
, means the 

transport of nationally-sourced goods, or to a large extent domestically processed, for the 

purpose of selling. 

By connecting these definitions, we can say that export competitiveness is seen as an 

ability of a domestic economy, working in a competing business environment, to transport 

and sell across national borders, goods produced domestically, as well as to provide various 

services based on human competence. Because of that, the concept of export competitiveness 

presented in contemporary economic literature is presented mainly in the aspect of 

international economic relations in a broad sense. From this point, export competitiveness is 

usually presented in the context of elements of international competitiveness of a domestic 

economy (Reiljan and others 2000, p. 17). 

There is also an idea, in the literature of the subject, according to which the level of export 

translates directly into national trade and the level of residents’ prosperity. These economic 

categories are two basic parts of international competitiveness of an economy, arising from 

domestic economy potential in structural resources, individual innovative and technological 

competence, ability to compete because of the costs, prices of goods and services and capacity 

to synchronise its export to the global demand (Fagerberg and others 2004, p. 92). It is 

                                                           
4
It needs to be clarified that Lithuania adopted the common currency in 2015 and the scope of available 

statistics used in the research covers the years 2000-2014. 
5
It should be pointed out that on June 23rd 2016, as a result of a referendum concerning Great Britain's 

further membership in UE, British people voted for leaving UE- the result of the vote was 51,9%/48,1%. British 

government has not made a formal request to European Commission to leave UE, in line with article 50 of the 

Lisbon Treaty. Such thing happened for the first time in the history of UE and it is difficult to present actual 

socio-economic consequences of Great Britain leaving UE. In Britain itself, there are calls to repeat the 

referendum, which discredit the results of the previous one or at least to negotiate beneficial solutions in access 

to common European market. 
6
 http://encyklopedia.pwn.pl/encyklopedia/eksport.html. Accessed 20 May 2016 
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obvious that there is a strong correlation between supply and demand and that those 

categories only together make a complete international competitive ability of a domestic 

economy
7
, at the same time giving a good starting point for the ideas of the processes of 

competitiveness of domestic economy export. 

Analysing the literature of the subject, it may be concluded that there are strong 

correlations between international competitiveness and international competitive capacity, 

which studied in time find their practical reflection in the international competitive position of 

a particular domestic economy or, expanding the range of the research, in the total worth of 

positions of a few domestic economies engaged, for instance, in a structure of economic and 

monetary union. 

It should be remembered, that also international cooperation between different domestic 

economies, in order to maximise economic benefits related to the growth of export volume, is 

an essential element of an increase of export competitiveness. It should be clearly pointed out 

that competitiveness is a competition for benefits between economies which have comparable 

characteristics. International cooperation applies to a situation when it is in the interest of 

strong domestic economies or their unions to support weaker competitors in order to gain 

common profits, such as rising export.  Therefore, in contrast to international competitiveness, 

processes of international cooperation are based on a confidence that the effect of synergy 

generates greater added value. This confidence is profitable for those entities which form the 

most economically developed group. Due to the fact that final capacity to endogenously 

create growth, together with economic development, is getting weaker, new possibilities to 

create income are being searched. A natural stage is to motivate more vulnerable economies 

to enrich more intensively on the basis of globalisation of market, which is on one hand 

importing goods and services by more vulnerable economies, but on the other hand 

opportunity to increase volume of export from more developed economies. These are mainly 

activities based on the export of capital, technical knowledge and organisational and 

management systems in a board sense. As a consequence, prominent economies gain as well, 

because they extend the sphere of their economic, social and political influence, gain extra 

benefits, strengthen their international competitive position and increase competitive distance. 

In this context, there is no doubt that international cooperation gives dominant economies, as 

well as countries aspiring to get faster economic growth, a chance to get the benefits. 

To conclude, a thesis can be proposed, that competition takes place always and in every 

field of human activity. The heart of it is to achieve set goals, most often business ones, in 

order to gain and maintain leading position with regard to competitors as long as possible. 

One of means used to create permanent economic, social and political links is common 

currency. The fact of using it in international settlements, impacts strengthening competitive 

position of export and increasing competitive advantage over other competitive global 

economies. 

                                                           
7
Going further with the idea of the competitiveness of a domestic economy it seems justified to mention that 

terms, international competitive ability, international competitiveness stricto, also called international 

competitive advantage and international competitive position are often wrongly used interchangeably. More in: 

Bossak 1984, p. 37, Misala 2011, p. 78-80. 
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3. The role of common currency in export competitiveness 

Systematic achievement of economic integration in case of fulfilment of the idea of European 

economic and monetary unions is done by conducting common monetary policy. In economic 

literature it is generally acknowledged that considerations relating to the theory of the 

foundations of monetary integration were initiated by R.A. Mundell in the early 1960s. Back 

then, a discussion on the subject of the impact of constant and floating exchange rates on the 

economy of an investigated region with regard to labour mobility criteria began (Mundell 

1961). H. G. Grubel also got engaged in the discussion. He developed the theory of optimum 

currency area (“OCA”), arguing that including common currency into an economy, results in 

the growth of prosperity of its population (Grubel 1970). In addition, R. McKinnon developed 

“OCA” by adding an element of international trading openness of a domestic economy, 

drawing attention to the role of export and import in the economy. He came to a conclusion, 

that economies opened to interregional cooperation and interrelated by trading relations tend 

to create monetary unions more likely, because, in principle, they see more and more benefits 

than disadvantages resulting from working in a big economic area (McKinnon 1996). 

So called theory of optimum currency area indicates, most importantly, negative 

consequences of presence in a monetary union. However, following the degree of integration 

of the world economy over the last 2-3 decades, in the literature of the subject and actual 

economic policy, the approach to understanding significance of functioning of a monetary 

union is changing. It is so due to the opinion that the traditional theory does not support, as it 

would be expected, processes of solving practical problems, which are a real challenge for the 

monetary integration (Wojnicka 2001, pp. 74-90). 

Currently, OCA concentrates on identifying chances and benefits resulting from sharing a 

common currency, especially concerning international competitiveness of domestic 

economies and also competitiveness of their export (Winkler and others 2004, p. 108). Such 

change of perceiving monetary union, creates a chance for diverse conceptions aiming to join 

and strengthen economic links between different domestic economies. One of means 

strengthening economic and political links in Europe is an idea of a monetary union with a 

common currency playing a major role. 

The main premise underlying the decision to implement common currency, especially in 

creating competitiveness of Eurozone, was maximising the dynamics of real convergence 

processes. From among EU 28 countries, 11 of them adopted it straight away, 8 of them did it 

in the years 2001-2015, whereas 9 countries have not done it yet, including Poland. It is 

expected, that under the association treaties, all those countries, except Great Britain and 

Denmark, which resigned from adopting Euro, will ultimately implement it in their 

economies. This will also contribute to strengthening Eurozone economy links and increasing 

the influence on the global economy thanks to, for example, growth of export. 

It needs to be underlined, that the function of Euro as an international currency, extensively 

depends on the level of using it the official foreign trade. Statistics published by Eurostat
8
, 

indicate that the share of Eurozone (“EA” – European Area) in the worldwide gross domestic 

                                                           
8
 http://ec.europa.eu/economy_finance/euro/adoption/euro_area/index_en.htm. Accessed 20 May 2016 

http://ec.europa.eu/economy_finance/euro/adoption/euro_area/index_en.htm
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product stands for 13.6% and for approximately 1/4 of the world Euro is a reserve currency, 

and in the global trade approximately 20% all daily transactions is done in Euro. 

Going further with the role of Euro in creating ?EA” export competitiveness, benefits 

generating additional advantages of export competitiveness resulting from having common 

currency should be evaluated (Raport na temat korzyści i kosztów przystąpienia Polski do 

strefy euro 2004, p. 45). In the first stage of introducing the common currency, exchange rate 

is abolished, what eliminates foreign exchange transaction costs and exchange risk. It also 

reduces macro economical risk, integrating the finance market and increasing competitiveness 

in the common market of goods and services at the same time. The lack of exchange risk and 

limitation of foreign exchange transaction costs favours reviving trade exchange between 

domestic economies within “EA”. The lack of risk and low transactional costs contribute to 

increasing the return of investment. In the investors’ opinion, that makes “EA” more 

competitive. The ultimate effect of implementing Euro is accumulation of capitals, which are 

a source of financing other investments, and optimisation of productivity of production 

factors. This is reflected in the increase of life quality measured by the level of GDP per 

capita. Therefore, Euro functioning as a common currency implies the presence of benefits 

resulting from comparability of transaction prices of goods, products and services. Possibility 

to compare prices of the same production factors, products and final services is a useful tool 

for positioning economies in the dynamic competitive environment and it helps creating new 

competitive advantages. 

European Union and monetary union, as they now stand, as well as more and more 

common political calls in favour of isolation from less developed economies, cause losing the 

chance for the group to get the dominant position in the international economy. Here we 

should ask a question, about the direction “EA” follows in the present situation of turbulence. 

We should also mention Asian economies, which are reducing the distance from the economic 

position of Eurozone. At present, European continent both in broader sense as domestic 

economies associated within European Union and more narrow group of those associated in a 

monetary union, should concentrate on solving problems between the associated countries and 

export the idea of common currency to other “EU” countries, in order not to lose the 

international competitive position and save similar proportions in economic relations whit 

other currency zones (Buszko 2012, pp. 170-174). 

4. The impact of common currency on the competitiveness of export of particular 

Eurozone countries 

Studying the size, dynamics and structure of export is a good base to evaluate competitiveness 

of 28
9
 domestic economies of countries associated in European Union (“EU” – European 

Union) and 8
10

 economies, which joined Eurozone (“EA” – European Area) in the years 2001 

-2015. The study, taking into consideration export in the context of common currency, 

                                                           
9
Belgium, France, Netherlands, Luxembourg, Germany, Italy, Ireland, Spain, Portugal, Austria, Finland, 

Greece, Slovenia, Cyprus, Malta, Slovakia, Estonia, Latvia, Lithuania, Denmark, United Kingdom, Sweden, 

Czech Republic, Poland, Hungary, Bulgaria, Romania, Croatia. 
10

Greece, Slovenia, Cyprus, Malta, Slovakia, Estonia, Latvia, Lithuania. 
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answered the question whether adopting Euro by certain domestic economies of Eurozone 

changed the level of competitiveness of their export in comparison to economies of countries, 

which have not join the monetary union. 

As a result of the comparison of the export volume of the economies, which are not 

members of the currency area
11

 and the volume of export of the countries which adopted the 

common currency (11
12

 countries in 1999 and 7
13

 countries in the years 2001–2014) with the 

total “EU” export volume, it can be noticed that there is a significant disparity in the export 

volume between these groups, in favour of countries with the common currency – Fig. 1.  

 

Fig. 1. Comparison of “EA” countries’ export volume and those not associated in “EA” to “EU” 

export volume (data in billion USD, in fixed prices). 

Source: Retail and foreign trade. Central Statistical Office of Poland. http://stat.gov.pl/en/international-statistics/ 

international-comparisons/tables-about-countries-by-subject/retail-and-foreign-trade/. (20 May 2016). 

The difference appears due to greater territorial, social and economic potential. Excluding 

non “EA” countries, these are old members of “EU”, Denmark and Britain – “EU-2”, which 

willingly deferred adopting the common currency, from the export volume makes the 

difference even bigger, and that reduces the total value of their shares in the overall „UE” 

export significantly (Fig. 2). Even excluding the export volume of countries, which adopted 

the common currency after the year 2000, Greece, Slovenia, Cyprus, Malta, Slovakia, Estonia 

and Latvia – “EA-7”
14

, from “EA”, does not improve the situation, and neither does taking 

                                                           
11

Denmark, United Kingdom, Sweden, Czech Republic, Poland, Hungary, Bulgaria, Romania, Croatia. 
12

Belgium, France, Netherland, Luxembourg, Germany, Italy, Ireland, Spain, Portugal, Austria, Finland. 
13

The scope of available data from Central Statistical Office covers the years 2000 – 2014. 
14

For the purpose of the assumption it was simplified that the volume of export of those economies is constant 

and not dependant on „EA” membership. 
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into consideration their total export volume in the group of countries which have their own 

currency (Fig. 2). 

Implementing such patterns shows, that contribution of economies of countries from 

outside the currency area to the total “UE” export volume, and with reference to “EA”, is 

small. At the same time, it shows a large potential of “UE” and “EA” competitiveness, 

measured with export volume. 

 

Fig. 2. Multiple comparison of “EA” countries’ export volume and those not associated in “EA” to 

“EU” export volume (data in milliard USD, in fixed prices). 

Source: Retail and foreign trade. Central Statistical Office of Poland. http://stat.gov.pl/en/international-

statistics/international-comparisons/tables-about-countries-by-subject/retail-and-foreign-trade/. (20 May 2016). 

The analysis of the export volume of countries which have their own currency with total 

value of “EU” export shows, that although contribution of their economies is not very big 

there is an increase in a contribution to export. The dynamics of the tendency in much lower 

for “EA” members, which joined the area after the year 2000. Attention should be paid to a 

potential weakness of the basis of the dynamics – e.g. foreign direct investment of the private 

sector, “EU”, lending and credit funds may be limited fast by the investors and regulators 

because of different reasons, and an argument of labour costs competitiveness against old 

“UE” countries may be abolished as a result of local payroll pressure. Interpreting temporary 

trends fall, it should be remembered that in the years 2004-2013 several countries joined 

“EU”, and that in the years 2001-2014 significant number of countries joined the monetary 

union, what influences directly the quality of applying, which are based on the presented data 

statistics. 

General conclusion is that the increases are small and they are not increasing “EU” export 

competitiveness, on a global scale, rapidly in relation to other international organisations and 

economic associations. 

Y'00 Y'01 Y'02 Y'03 Y'04 Y'05 Y'06 Y'07 Y'08 Y'09 Y'10 Y'11 Y'12 Y'13 Y'14

vol. exp. UE 2,395 1,853 1,971 2,336 3,683 3,977 4,523 5,253 5,835 4,519 5,064 5,934 5,683 5,877 5,966

vol. exp. EA 1,821 1,301 1,378 1,632 2,832 3,025 3,405 4,018 4,440 3,505 3,890 4,531 4,344 4,491 4,592

vol. exp. EA without EA-7 1,778 1,257 1,329 1,566 2,749 2,929 3,287 3,866 4,257 3,365 3,727 4,325 4,136 4,271 4,371

vol. exp. non EA 573 552 593 704 851 952 1,118 1,236 1,395 1,014 1,174 1,403 1,339 1,386 1,374

vol. exp. non EA without EU-2 240 234 260 331 427 487 581 694 812 566 669 812 757 798 786

vol. exp. non EA with EA-7 617 596 642 770 934 1,048 1,235 1,387 1,578 1,154 1,337 1,609 1,548 1,606 1,595
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The analysis of the data presented in pictures 1 and 2 should be supplemented by 

contribution and trend of export increase for each economy of a new member of the currency 

area, starting with the year of joining “EA” (Fig. 3). A general interpretation suggests that the 

highest contribution to export is done by Slovakia (large shares of car industry in domestic 

GDP), and the lowest is generated by the economies of Cyprus and Malta (GDP is based 

mainly on tourist and financial trade – capital flows due to so called ‘tax heaven’). Studying 

the trend, it may be said that its level is little, and these economies, except for Slovak one, do 

not contribute significant added value to the entire “EU” export. 

 

Fig. 3. A comparison of shares and trends of export volume of each new member of “EA-7” currency 

area with “EU” volume export. 

Source: Retail and foreign trade. Central Statistical Office of Poland. http://stat.gov.pl/en/international-

statistics/international-comparisons/tables-about-countries-by-subject/retail-and-foreign-trade/. (20 May 2016). 

An identical analysis was conducted for 7 biggest expert economies from outside “EA” – 

Fig. 4. Their contribution to the export is increasing more intensively than in case of the 

economies presented in Fig. 3. The highest contribution is generated by the following 

economies: Danish, British, Swedish, Polish, Czech (strongly diversified in trade – 

production, services and commerce), and the lowest is generated by Hungarian and Romanian 

economies. Observing the growing trend, the year 2004 is exceptional – several big European 

economies joined “EU”. So are the years 2008-2009 – with the fall in export as a result of an 

economic crisis, noticeable mainly in “EU”, but also with a loss of import volume of two key 

“EU” trading partners, American and Asian economies, as a consequence. At this point it 

should be noticed, that any conclusions of long term trends are encumbered with error and 

extreme care should be taken when interpreting them. In this care the amplitude of socio-

economic and spatial changes is high, and as a consequence some economic phenomena are 

changing dynamically, sometimes being mutually opposing. 

Y'01 Y'02 Y'03 Y'04 Y'05 Y'06 Y'07 Y'08 Y'09 Y'10 Y'11 Y'12 Y'13 Y'14

Latvia 0.2%

Estonia 0.3% 0.3% 0.3% 0.3%

Slovakia 1.2% 1.3% 1.3% 1.4% 1.5% 1.4%

Malta 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Cyprus 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Slovenia 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%

Greece 0.5% 0.5% 0.6% 0.4% 0.5% 0.5% 0.5% 0.5% 0.5% 0.6% 0.6% 0.6% 0.6% 0.6%
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Fig. 4. A comparison of contribution and export volume trend of 7 biggest non “EA” exporters with 

“EA” members in relations to “EU” export volume. 

Source: Retail and foreign trade. Central Statistical Office of Poland. http://stat.gov.pl/en/international-

statistics/international-comparisons/tables-about-countries-by-subject/retail-and-foreign-trade/. (20 May 2016). 

Table 1 presents the results of export dynamics of particular “EU” and “EA” economies 

comparisons. It may be said that economies having their own currency get much higher 

export rate – Year over Year
15

 than monetary union countries.  

Table 1. A comparison of the dynamics of export of “EU” and “EA” countries (in fixed prices, %). 

Country/Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Austria 1.06 1.12 1.17 1.27 1.35 1.45 1.59 1.59 1.29 1.45 1.58 1.57 1.62 
 

Belgium 1.02 1.11 1.13 1.21 1.26 1.31 1.35 1.32 1.17 1.26 1.30 1.29 1.31 1.32 

Denmark 1.03 1.09 1.07 1.10 1.31 1.23 1.31 1.30 1.14 1.20 1.28 1.28 1.31 1.34 

Finland 0.99 1.04 1.06 1.12 1.11 1.24 1.20 1.21 0.88 0.94 0.94 0.94 0.97 0.99 

France 1.19 1.12 1.10 1.01 1.04 1.12 1.14 1.14 0.99 1.10 1.14 1.16 1.15 1.05 

Spain 1.04 1.07 1.14 1.20 1.21 1.28 1.33 1.36 1.22 1.42 1.57 1.57 1.66 1.74 

Netherlands 1.04 1.03 1.06 1.15 1.22 1.34 1.44 1.47 1.34 1.51 1.58 1.63 1.65 1.71 

Ireland 1.05 1.04 0.99 1.12 1.14 1.14 1.20 1.21 1.16 1.22 1.27 1.19 1.14 1.18 

Lithuania 1.25 1.45 1.61 1.85 2.14 2.34 2.50 2.84 2.51 2.96 3.36 3.73 4.05 4.14 

Germany 1.03 1.04 1.15 1.28 1.37 1.55 1.64 1.66 1.36 1.55 1.68 1.69 1.69 1.74 

Poland 1.12 
  

1.70 1.88 2.18 2.39 2.55 2.35 2.66 2.87 2.97 3.16 3.37 

Portugal 0.95 0.95 0.97 0.97 0.88 0.95 0.93 0.88 0.76 0.87 
    

Romania 1.12 1.32 1.44 1.66 1.79 1.91 2.04 2.25 2.16 2.59 2.91 2.79 3.16 3.40 

Slovenia 0.10 1.10 1.15 
           

Sweden 0.98 1.01 1.06 1.17 1.23 1.32 1.36 1.38 1.14 1.31 1.42 1.40 1.36 1.37 

Hungary 1.08 1.14 1.25 1.48 1.65 1.94 2.25 2.35 2.06 2.35 2.58 2.60 2.73 2.90 

UK 1.02 1.01 1.01 1.03 1.12 1.27 1.15 1.17 1.05 1.15 1.20 1.22 1.23 1.21 

Italy 1.03 1.01 0.99 1.03 1.04 1.10 1.15 1.10 0.89 0.09 1.00 1.00 0.99 0.99 

Empty spaces in the table mean lack of statistic information or lack of reliable information. 

Source: Retail and foreign trade. Central Statistical Office of Poland. http://stat.gov.pl/en/international-

statistics/international-comparisons/tables-about-countries-by-subject/retail-and-foreign-trade/. (20 May 2016). 
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  http://stats.oecd.org/glossary/detail.asp?ID=6673. Accessed 26 July 2016 

Y'00 Y'01 Y'02 Y'03 Y'04 Y'05 Y'06 Y'07 Y'08 Y'09 Y'10 Y'11 Y'12 Y'13 Y'14

Romania 0.4% 0.6% 0.7% 0.8% 0.6% 0.7% 0.7% 0.8% 0.8% 0.9% 1.0% 1.1% 1.0% 1.1% 1.2%

Hungary 1.2% 1.6% 1.8% 1.8% 1.5% 1.6% 1.6% 1.8% 1.8% 1.9% 1.9% 1.9% 1.8% 1.8% 1.9%

Poland 1.3% 1.9% 2.1% 2.3% 2.0% 2.2% 2.4% 2.6% 2.9% 3.0% 3.2% 3.2% 3.2% 3.5% 3.7%

Czech Republic 1.2% 1.8% 2.0% 2.1% 1.8% 2.0% 2.1% 2.3% 2.5% 2.5% 2.6% 2.7% 2.8% 2.8% 2.9%

Sweden 3.7% 4.2% 4.2% 4.4% 3.3% 3.3% 3.3% 3.2% 3.2% 2.9% 3.1% 3.2% 3.0% 2.9% 2.7%

UK 11.8% 14.4% 14.0% 13.2% 9.5% 9.6% 9.9% 8.4% 8.0% 7.9% 8.1% 8.1% 8.4% 8.1% 8.0%

Denmark 2.1% 2.8% 2.9% 2.8% 2.1% 2.1% 2.0% 1.9% 2.0% 2.0% 1.9% 1.9% 1.9% 1.9% 1.9%

http://stats.oecd.org/glossary/detail.asp?ID=6673
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It is not surprising, taking into consideration greater flexibility of economies of developing 

countries in using available tools to control competitiveness such as statutory regulation of 

labour costs, controlling the level of interest rate, and by that influencing the appreciation or 

depreciation of purchasing power of their own currency. An ambition factor, which although 

immeasurable, is very vital here. It determinate diverse socio-economic and territorial 

activities, especially done by East Central Europe societies, aimed at getting closer to the 

level of development and wealth of ‘old’ European Union countries. 

The dynamics of export volume of “EU” economies have a direct influence on the results 

presented in table 2.  

Table 2. Comparison of international trade balance of particular “EU” and “EA” countries (in current 

prices; milliard USD). 

Country/Year 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Austria -4.8 -4.0 0.3 -2.3 -1.6 -2.2 -0.6 0.6 -2.8 -5.3 -5.7 -12.8 -10.8 -6.1 -2.2 

Belgium 10.9 11.6 17.7 20.7 21.3 16.6 13.8 18.8 5.5 16.7 15.7 9.1 7.1 15.9 17.7 

Bulgaria -1.7 -2.1 -2.2 -3.3 -4.5 -6.4 -8.2 -11.5 -14.5 -7.2 -4.9 -4.4 -6.0 -4.9 0.0 

Croatia -3.5 -4.5 -5.8 -8.0 -8.6 -9.8 -11.1 -13.5 -16.6 -10.7 -8.2 -9.3 -8.4 -9.0 -8.8 

Cyprus -2.9 -2.9 -3.1 -3.5 -4.6 -5.0 -5.8 -7.4 -9.1 -6.6 -7.1 -6.8 -5.6 -4.3 -4.8 

Czech Rep. -4.9 -4.9 -4.3 -5.1 -4.4 1.6 1.7 4.3 4.2 7.9 6.4 10.8 15.7 18.0 21.7 

Denmark 6.0 6.9 7.4 9.1 8.7 9.4 6.4 4.2 6.8 11.4 12.6 15.5 13.8 13.0 11.4 

Estonia -1.1 -1.0 -1.4 -1.9 -2.4 -2.5 -3.1 -4.1 -3.6 -1.1 -0.7 -1.0 -1.7 -1.9 -2.1 

Finland 11.6 10.7 11.0 10.9 10.2 6.8 -6.7 -7.2 -11.0 -7.4 -7.0 -15.8 -13.8 -11.2 -5.3 

France -12.1 -6.7 -1.9 -9.0 -25.3 -47.0 -55.8 -81.0 -106.8 -84.4 -91.7 -127.6 -108.3 -103.3 -93.9 

Greece -18.5 -20.4 -20.8 -30.7 -39.7 -39.3 -44.6 -55.9 -64.3 -48.0 -39.3 -33.6 -27.9 -25.8 -27.5 

Spain -39.6 -38.5 -40.0 -52.5 -75.5 -96.6 -112.7 -136.0 -139.4 -69.9 -69.3 -64.4 -39.6 -22.9 -32.6 

Netherlands 14.5 20.6 25.7 30.8 34.0 39.2 41.1 51.6 50.8 49.4 52.7 61.8 53.5 60.2 67.2 

Ireland 25.7 31.7 36.0 39.1 42.8 36.4 32.6 35.2 42.1 56.7 58.3 59.8 54.5 49.3 47.9 

Lithuania -1.7 -1.8 -2.3 -2.7 -3.1 -3.7 -5.3 -7.3 -7.5 -1.8 -2.7 -3.7 -2.4 -2.2 -2.8 

Luxembourg -2.9 -2.9 -3.1 -3.7 -4.8 -5.2 -5.7 -6.2 -8.1 -6.3 -7.4 -9.5 -10.2 -9.8 -8.5 

Latvia -1.3 -1.5 -1.8 -2.4 -3.1 -3.5 -5.5 -7.3 -6.5 -2.2 -2.3 -3.4 -3.4 -3.5 -3.1 

Malta -1.0 -0.8 -0.6 -0.9 -1.2 -1.4 -1.4 -1.5 -2.1 -1.9 -2.0 -2.1 -2.2 -2.3 -3.3 

Germany 54.8 85.4 125.5 147.1 193.6 197.5 199.7 267.8 264.7 194.5 205.4 220.8 243.7 258.9 287.5 

Poland -17.3 -14.2 -14.1 -14.4 -14.4 -12.2 -16.1 -25.4 -38.6 -12.9 -18.3 -22.1 -13.8 -2.6 -3.6 

Portugal -14.9 -15.0 -12.8 -10.1 -16.2 -21.3 -22.7 -26.1 -37.2 -27.4 -26.8 -22.9 -14.1 -12.2 -13.7 

Romania -2.7 -4.2 -4.0 -6.4 -9.2 -12.7 -18.8 -29.6 -33.4 -13.6 -12.5 -13.6 -12.4 -7.6 -8.0 

Slovakia -1.5 -2.9 -3.0 -1.8 -2.9 -4.2 -5.4 -4.3 -3.1 -1.3 -2.1 -2.5 0.8 1.6 3.9 

Slovenia -1.4 -0.9 -0.6 -1.1 -1.7 -1.7 -1.7 -2.6 -4.4 -1.4 -1.6 -2.2 -1.3 -0.8 0.5 

Sweden 14.4 13.9 15.3 18.2 22.5 19.3 20.3 15.5 14.9 10.8 9.6 12.5 8.6 8.0 3.1 

Hungary -3.9 -3.2 -3.3 -5.1 -4.7 -3.6 -3.0 -0.4 1.1 6.6 7.1 9.9 8.8 9.3 7.0 

UK -50.4 -53.6 -59.2 -79.2 -111.8 -125.8 -141.8 -181.3 -175.4 -129.5 -152.5 -160.5 -172.4 -168.5 -185.8 

Italy 1.9 8.1 7.6 2.1 -1.7 -11.9 -25.4 -11.6 -18.5 -8.0 -40.1 -35.5 12.4 40.3 57.7 

Source: Retail and foreign trade. Central Statistical Office of Poland. http://stat.gov.pl/en/international-

statistics/international-comparisons/tables-about-countries-by-subject/retail-and-foreign-trade/. (20 May 2016). 

On the other hand, weaker economies, due to the distance in civilisation advancement, 

must import expensive, specialised services and highly processed goods from countries of a 

high position, potential and competitive capacity. 

Analysing the data in table 1 and 2 a great economic imbalance between “EA” economies 

and countries which are only members of “EU” may be noticed. This situation in undoubtedly 

economically beneficial for dominant economies – net exporters. It seems therefore justified 

to ask an important question – whether non- monetary union countries will ever be able to 

reach the level of socio-economic development appropriate for the countries in the monetary 
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union, especially countries representing the ‘old’ currency area, and whether the governments 

of the dominant economies are truly interested in changing the situation? 

5. Conclusion 

Competitiveness is a key element of development of particular economies. Those who govern 

make decisions, which contribute to sustaining and then increasing the competitive position of 

the country they rule. One of important decisions, in case of “UE” countries, seems to be 

joining the Eurozone and then functioning in it. 

Based on the results of the analyses, the hypothesis asking whether using a common 

currency brings additional benefits, in form of higher export volume, to the economy of the 

currency area, with regard to economies using their own currencies, was verified negatively. 

The analysis shows that the economies, which joined Eurozone in the 21st century, do not 

generate significant additional export volume – their average contribution to the whole “EU” 

export in the last 4 years of the analysis is 3.12%, the dynamics for the corresponding years 

cannot be assessed, due to the lack of credible statistics of these countries. The dynamics for 

the domestic economies of ‘old’ monetary union members is 121.5%
16

. Whereas comparing 

the structure and dynamics of export volume of the economies which have not joined 

Eurozone yet, it accounts for 13.20% and 281.4% correspondingly
17

. 

The situation may result from the fact that the economies are relatively small and still more 

focused on import of goods, services and capital from so called ‘old’ Union, rather that 

export, whereas the economies with their own currency exploit the opportunity to increase the 

competitiveness of their export using e.g. advantage of low labour costs, interest rates and the 

level of exchange rates. 
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Abstract. Activation of investment maintenance and development of public-private 

partnership in the Republic of Tajikistan contributing the growth of performance of 

public administration  and the expansion of the financial capacity to ensure the 

modernization of the economy, is the most promising form of economic interaction 

between the state and small businesses. The effectiveness of the implementation and 

operation of such a partnership is largely determined by the conditions in force in the 

economy, which requires detailed consideration and systematization. 
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1. Introduction 

Currently, the key factor in the successful development of small business in the Republic of 

Tajikistan is the quality and efficiency of active infrastructure to support small business. It is 

through the support of business infrastructure, through the active cooperation of all its 

members carried out an inverse relationship between business and government. In Tajikistan, 

there is an urgent need for government involvement to create and develop the infrastructure of 

small business, which is designed to provide a comprehensive targeted support to small 

enterprises, provide them with information, consulting, training and other services. 
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2. Government policy supporting entrepreneurship development  

In all spheres of economy of the Republic of Tajikistan (the transport sector, maintenance of 

agricultural producers sphere and etc.) You can apply a franchise system of organization of 

small businesses. 

Franchise system of small business organizations can be specialized and universal. In the 

first case, the parent company for the maintenance and repair of specialized in certain brands 

of cars and agricultural machinery, as well as daughter- are enterprises or individual 

entrepreneurs who operate or repair vehicles of the same brand. In the second case, the parent 

company performs maintenance and repair of a wide variety of types, brands and destination, 

whereas children may be specialized and complex. The second case is increasingly 

characterized by large and medium-sized franchise systems, but can also be applied to small. 

The development of entrepreneurial activity is inextricably linked with the improvement of 

system of state regulation and support of small business. 

The main objective of state regulation and support of enterprise system is to create 

favorable conditions for the formation, operation and development of small enterprises. To 

achieve this goal is necessary to solve complex problems: 

• availability of scientifically sound and practically proven legal framework and a set 

of normative and legal acts of functioning of small business, defining the goals and 

objectives of the state policy of support of this sector and its implementation 

mechanisms, as well as the tasks, functions, rights and responsibilities of all the 

structural elements of the system; 

• combination of direct and indirect measures to support small businesses; 

• support mechanism for small businesses in transport should provide for the 

possibility of the implementation of projects; 

• development of small transport companies appropriations from the budgets of the 

various levels of the state structure. The basis for such a mechanism should be the 

principles and rules of indirect stimulation (use of fiscal instruments, the creation of 

specialized financial, insurance, investment and credit instruments); 

• development and implementation of target programs of development of small 

business at all levels of the state structure. 

Support small business by State enforcement authorities should be subject. Especially it is 

important for the Republic of Tajikistan, where it is necessary not only to increase the number 

of actual working of small businesses, but also pay more attention to the support and 

preservation of existing small business structure. 

In Republic of Tajikistan has adopted several state laws, there are presidential decrees and 

government regulations aimed at supporting small businesses. However, no significant 

qualitative and quantitative changes in the sphere of small business demonstrate their 

ineffectiveness. 

The experience of developed countries shows the important role of small and medium 

enterprises in the innovation economy development in these countries have considerable 

experience of effective use of public resources and opportunities to support small and 

medium-sized innovative enterprises. 
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Table 1 shows the main parameters of the state support of small business of several countries: USA, 

UK, Japan and India. 

USA 

The share of the MP in the country's GDP 

GDP = $10.77 trillion; budget = $2.31 

trillion 

52% $5.6 trillion in 2003  

The share of SMEs in total employment 50% 71 million employees 

The share of the MP in the number of 

enterprises 
93% 22.9 million entrepreneurs  

The share of spending on infrastructure 

support to SMEs in the state budget 
0.27% $0.8 billion in 2003 

The volume of state orders placed in MP  $40 billion 

Criteria for inclusion in MP: 

number of employees the amount of annual 

income 

 

By type of activity 

100; 500; 750; 1000; 1500 

from $0.75 million to $20 million 

Great Britain 

The share of the MP in the country's GDP 

GDP = $2.08 trillion; budget = $565 billion 
52% $1.035 trillion in 2003 

The share of SMEs in total employment 55% 15.3 million employees 

The share of the MP in the number of 

enterprises 
99% 

3.8 million enterprises including 2.9 million 

individual companies 

The share of spending on infrastructure 

support to SMEs in the state budget 
0.23% $1.37 billion in 2003 and 2004 

Criteria for inclusion in MP: 

the number of employees, pers. the amount 

of annual income, million 

Small Medium 

0.49 

5.3 

50-249 

21.2 

Note: 1 pound = 1.8944 (as at Feb. 2004)    

Japan 

The share of the MP in the country's GDP 

GDP = $4.01 trillion; budget = $781 billion 
51.0% $2.07 trillion 

The share of SMEs in total employment 69.0% 31.2 million employees 

The share of the MP in the number of 

enterprises 
99.2% 

6.07 million. companies including 1.4 million 

individual entrepreneurs 

The share of spending on infrastructure 

support to SMEs in the state budget 
0.21% $1.64 billion 

Criteria for inclusion in MP: 

the number of employees, pers. the amount 

of annual income, million 

Services Retail Wholesale Production 

before 100 

before 474 

before 50 

before 474 

before 100 

before 948 

before 300 

before 2844 

Note: $1.000 = 105.510 yen (at the exchange rate as of February 2004) 

India 

The share of SMEs in GDP 

GDP = $570 billion; budget = 94.64 billion 
6.9% to $39.33 billion in 2003 

The share of SMEs in total employment 4.5% 20 million employees 

The share of SMEs in the number of 

industrial enterprises 
97.6% 3.6 million entrepreneurs 

SME share of the development budget in 

the state budget of the country 
0.38% 

budget MSE = 202.8 mln. 

budget SME = 147 million dollars. 

The volume of state orders placed in SMEs 33%  

Criteria for SMEs Small Small Medium 

The cost of the active part of fixed assets $22 thousand  $55 thousand $1.1 million 

Number of employees not regulated 

Source: US government policy towards entrepreneurship and small business: analytical report - M.: National 

Institute for System Studies of Entrepreneurship. 2004. P. 1.1; http: //www.fsb.org.uk/general/about/- official 

website of the National Federation of Small Business UK. 
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As can be seen from Table 1, the experience of these countries with different levels of 

socio-economic development in recent decades, it is proposed to use to adjust the 

development of entrepreneurship in the Republic of Tajikistan. 

In order to state support to be effective and coordinated actions of its members, it should 

establish a single authority for the state regulation and support of small business on an 

example of foreign camp, where organizations are working to co-ordinate all the work in the 

field of small business. Small Business Association can be established on the basis of already 

existing today Development association of small and medium-sized businesses. If such an 

organization is created, the entrepreneurs who want to start their own business or get help for 

the already operating enterprises can apply directly there. In this case, they will not only 

complete information about possible assistance, tax incentives, etc., but will be spared from 

having to go to other organizations, the amount of which at the moment is quite large, and to 

understand it is very difficult in their activities. 

Thus, in the newly created Small Business Association, and within it small business offices 

will concentrate more financial resources and the possibility of state support of small business 

transport. 

Another important aspect is financial support for small businesses. Financial support for 

small businesses - the most effective way to stimulate small business. Great importance are 

the financial support for borders and efficiency of its use. Excessive financial support may 

adversely affect the business activity, for example, the development of new types of transport 

services, searching for opportunities to reduce costs. 

Large number of small businesses is needed for financial support. This stems from 

difficulties in budget allocations or small business support funds. Financial support for small 

businesses should be targeted at non-repayable or repayable basis, but not necessarily 

earmarked. Moreover, in all forms and types of financial support to some extent requires the 

participation of the state. 

On the basis of various scientific perspectives and experiences of entrepreneurial activity 

in foreign countries, we distinguish the following types of financial support: subsidies 

previously incurred costs; provision of guarantees at the expense of the guarantee fund; 

financing of projects in the initial stages of business formation; loans for the purchase of fixed 

assets; microfinance. 

Here are the following types of subsidies previously incurred: a) subsidization of insurance 

premiums; subsidizing of interest rates; b) subsidies of the lease payments; c) subsidies of the 

expenses of the enterprises engaged in industrial production, related to the implementation of 

energy saving programs and adherence to the electric grid facilities; d) subsidizing part of the 

cost of enterprises engaged in foreign trade; d) subsidizing part of the cost of participation in 

exhibitions and fairs. 

In addition, other forms of financial support may be: 

• immediate granting of loans; 

• provide guarantees of credit and financial institutions engaged in lending to small 

businesses; 
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• payment of credit and financial institutions lost profit when lending to small 

businesses at a reduced rate; 

• participation in the creation of small business support funds with public associations; 

• transfer of equipment and technology leasing. 

In our opinion, one of the main instruments of state support of small business development 

in the Republic of Tajikistan shall be the state of the program. For the realization of the basic 

directions of the state support of small business system package of measures can be applied, 

which should be included in programs to support small businesses at all levels of executive 

power. List of these measures: 

• the formation of an infrastructure of support - both at local and national levels; 

• involvement in small business disadvantaged groups; 

• introduction of in the prescribed manner proposals for tax breaks for small 

businesses and the annual allocation of funds from the relevant budgets for the state 

support of small enterprises;  

• ensure the possibility of a priority purchase the leased houses small businesses, and it 

should take into account nested in them material and financial resources. 

Government support of small business as the main mechanism for implementing the state 

policy is the deliberate creation of favorable economic, legal, organizational and other 

conditions for business development provided material and financial resources. The main 

tools of the state support of small business policy are public programs of state support of 

small business. 

The organization of state regulation of small business system, the most appropriate to focus 

on the high-level functions of the development and implementation of policy support and 

create favorable conditions for small business, and at the local level - function practical 

implementation of the regulation and coordination of all state and public institutions in the 

sphere of development of small enterprises . 

In general, it can be noted that the state program will be most effective when they are 

already will be tied to the programs of other subjects of small business support - both public 

and commercial organizations, in this case we are talking primarily about the really existing 

programs that have proven utility. 

In modern conditions of paramount importance, issues of the use of innovation taking into 

account further structural changes of ownership and maintenance of capital. Weak interest of 

private capital to invest in the development of basic industries reflecting the desire of the 

main founders continues to be the sole masters of their enterprises. 

Important forms of regulation are the state program of development of public-private 

business partnership. 

On the basis of the study of this problem, we found that the public-private partnership in 

the Republic of Tajikistan can fully develop their potential only under the following 

conditions: 

1. Firstly, if it is to perform as part of a public-private business partnership at the level of 

the economy as a whole; 
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2. Secondly, the development of strategic planning, programming, public funding of the 

regional economy as a strategic approach to the manufacturing and service sectors 

serves as an integral part of the socio-economic strategy of the country; 

3. Third, enough with the strong support of the State, where the strategy of socio-

economic development of the country organically fits into the socio-economic strategy 

of the state, in the allocation, as appropriate, transfers from the state budget. 

Public-private business partnership is closely linked to public projects, which are now 

beginning to gain momentum. In Tajikistan, questions the use of public-private partnerships 

are reflected in the new edition of the Law "On protection and state support of 

entrepreneurship in the Republic of Tajikistan", published in the newspaper "Sadoi Mardum" 

dated January 7, 2011. 

Public-private partnership in Tajikistan, as well as throughout the world, is recognized as 

one of the best mechanisms for attracting investment in the economy. 

In order to resolve this mechanism December 28, 2012, under the number 907 was adopted 

by the RT Law "On the PPP." This Law has been adopted, taking into account international 

best practices, in particular in the drafting of the law, mainly used in Sierra Leone. 

The Act is divided into four chapters, such as: General provisions, institutional 

arrangements, the tender selection procedures of the PPP agreement, as well as 50 articles. 

This law defines the legal, economic and organizational bases of the PPP, the procedure for 

the implementation of PPP projects in the field of infrastructure and social services, and 

protects the interests of both the state and the private sector. 

Public-private partnership is in the Republic of Tajikistan are good prospects not only at 

national level but also at the level of regions and cities. 

Therefore, based on our study of the works specified in a single interconnected system of 

public-private partnerships, serving as a component of its economy. 

In our view, the orientation of the public-private partnership in the business social utility as 

a main target the installation does not mean that such a partnership should be suppressed 

target installation on profit accumulation of private financial capital, etc. All of these goals are 

not only socially justified, but are a powerful motivation for socio-economic progress. 

However, in comparison with private entities state structures are an order of magnitude 

more possibilities on the scale involved in the active use of resources of all kinds, and their 

concentration in key areas of development. In addition, the only state influence on the 

economy allows it to enter the mainstream strategically calibrated rate. Intern-comp ability 

advantages of private initiative with the concentration of state resources in key areas is an 

important factor in improving the system of production and service, based on business 

partnerships. 

In general, summing up the above areas, we have attempted to calculate the long-term 

levels of target indicators and indicators describing the development of business activities in 

the Khatlon region of Tajikistan.  
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In view presented in Table 2. Results, we believe that the development of small and 

medium-sized enterprises due to the formation of a competitive environment and increase the 

efficiency of the production and service of the republic.  

Table 2. Targets and indicators characterizing the development of business activities in the Khatlon 

region of Tajikistan 

No. Name target indicator and index 2014 2015 2018 2020 

1 
The share of small and medium enterprises in the 

Republic of Tajikistan GRP 
0.68 0.74 3.14 5.48 

2 The share of SMEs in total employment 0.18 0.24 0.30 0.43 

3 

The share of small enterprises (including micro 

enterprises and individual entrepreneurs) in the 

number of enterprises 

16.69 17.01 17.96 18.65 

4 
The share of spending on infrastructure to support 

small and medium enterprises in the state budget 
0.36 0.38 0.44 0.49 

5 

The share of orders for goods, works and services 

from small businesses in accordance with the list of 

goods, works and services established by the 

Government of the Republic of Tajikistan 

4.9 5.3 6.67 7.63 

6 

The share of economic activities carried out by small 

and medium enterprises in the total number of 

activities, in accordance with the investment 

agreements concluded by the Government of the 

Republic of Tajikistan 

6.0 6.1 6.28 6.47 

Source: own calculation 

Therefore, we offer the following activities and programs to address this problem for the 

period 2014-2020 years: 

1. Formation of an effective system of normative legal provision of business. 

1.1. Monitoring of existing normative legal acts in the sphere of state support of small and 

medium-sized businesses. 

1.2. Development of proposals for amendments to legislative acts of the Republic of 

Tajikistan to create a legal framework for the activities of small and medium-sized 

enterprises. 

1.3. Preparation of proposals and amendments, additions to the legislative acts of the 

Republic of Tajikistan in order to expand the list of expenses accounted entities in the 

calculation of the tax base under the simplified system of taxation. 

1.4. Preparation of proposals on state support (subsidies) acquisition (replacement) of 

equipment, technology, transport and agricultural machinery by SMEs, including 

micro-enterprises and individual entrepreneurs. 

1.5. Development of proposals on measures that stimulate the development of small and 

medium-sized companies providing roadside service. 
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1.6. Development and implementation of measures subcontracting between large and 

small enterprises. 

1.7. Development of proposals aimed at ensuring compliance with the antitrust laws in the 

sphere of implementation of the state order (for the production of agricultural, road 

repairs, etc.). 

2. Development of infrastructure to support small and medium-sized businesses. 

2.1. Preparation of analytical reports “The state and problems of development of small 

and medium enterprises in the Republic of Tajikistan.” 

2.2. Monitoring the status and problems of development of small and medium-sized 

businesses across the country. 

2.3. Development of proposals for improving the methods and forms of statistical 

monitoring of small and medium entrepreneurship. 

2.4. Monitoring of Public Procurements in small and medium-sized businesses. 

2.5. Development and introduction of the Internet public organizational and methodical 

and consulting support to subjects of small and medium businesses. 

3. Conclusions 

To create in the Republic of Tajikistan favorable conditions for the development of public-

private partnership it’s necessary to implement a set of measures in the direction of 

institutionalization of these partnerships, joint projects to ensure transparency of government 

and business, effective anti-corruption policy. 

It is essential to the development of civic awareness and civil society institutions that 

provide public control over these projects increase its effectiveness depends on the system of 

its control action on the part of the state, the tax to encourage entrepreneurship, establishing 

technological linkages between small and large business, technology attracting financial 

investment and development of industrial and social infrastructure, improving social 

orientation of service and establishing relations with the state economy. 
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Venture Capital and Private Equity constitute an asset class where institutional investors 

provide capital to enterprises not quoted on the stock market. The term private equity  

encompasses  all private investment stages including venture capital.  Private equity is a 

investment category with a certain risk-return profile to achieve through different strategies. 

Private equity is distinguished by active management in order to make a profit by enhancing 

the fundamental value of the private companies in which it invests. While private equity fund 

managers effectiveness, behavior, and stales vary widely, Cyril Demaria helps describe it in a 

way that is comprehensive yet easily understood. The Private Equity Fund Investments: New 

Insights on Alignment of Interests, Governance, Returns and Forecasting,  covers the entire 

scope of the venture capital and private equity business. The book provides an excellent 

overview of knowledge on various facts of managerial private equity research. “What happens 

when limited partners have conflicting explicit and implicit targets while investing in private 

equity funds?”, “How can limited partners (investors in a private equity funds) better 

understand and forecast returns to actively decide whether to hold or sell their private equity 

holdings?” These are the types of questions the author set out to answer.  

The book opens with the key issues relevant to the study of private equity: new regulations, 

market inefficiencies and investor's environment and motivations. The focus than shifts to the 

performance and alignment of interests in private equity and the predictive power of the J-

curve. Cyril Demaria deals convincingly with the many contradictions of the industry. For 

example, the frequent lack of full information in private equity can be more easily 

compensated by a local presence. The author claims that sovereign wealth funds are 

predominantly subject to this home investing bias because they have not developed a network 

of international offices. The author stresses the importance of heuristics and biases in the 

financial decision-making process. For example, overconfidence applies to both current and 

prospective private equity investors. As Demaria notes, both are subject to two field 
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distortions: the time-lag in communication of actual performance. In this manner, it helps 

readers make sense of today’s complexities of financial markets. 

Author presents cutting-edge financial tools, statistics and econometrics applied to venture 

capital and private equity investing. This book develops and illustrates a comprehensive, 

multi-level framework for the evaluation of private equity funds activities and the 

measurement of their performances.  

For Polish readers, studying the book is important for two reasons. First, a significant 

portion of the material presented has practical relevance in the international context of private 

equity funds that have pursued expansion outside their home locations. Second, emerging 

markets, such as those in Central and Eastern Europe, where the private equity industries are 

to a large extent, underdeveloped, have attracted a lot of attention and interest from 

international investors. This is a very timely book, addressing the rapid changes that have 

taken place in private equity markets over the last decade. 

Readership 

Future and current investors in a private equity funds, graduate students of corporate finance, 

economics, and business interested in studying financial aspects of venture capital and private 

equity. 
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On December 23th, 2016 was held the next edition of the International Scientific 

Conference co-organized by Tajik State University of Commerce (Таджикский 

государственный университет коммерции), and the Department of Finance and Banking at 

the University of Warmia and Mazury in 

Olsztyn. For the fifth time, representatives 

of academics, researchers, and graduate 

students and students of both Universities 

met to exchange views, and presentation of 

the results of research and discussion 

current issues of economic development of 

both countries. The main subject of the 

conference was “Sustainable development 

of innovative economy in Tajikistan and Poland” (Устойчивое развитие инновационной 

экономики в Таджикистане и Польше) and the specific themes of the conference were: (1) 

Innovative Economy: Problems and Prospects; (2) The development of the service sector, in 

new conditions of labor economics and entrepreneurship; (3) Innovations in education, 

introduction of new technologies and teaching methods. 

On behalf of the Rector of the Tajik State University of Commerce – Professor Rajabov, 

and representing the University of Warmia and Mazury – Professor Buszko, welcomed all the 

participants gathered in Dushanbe and Olsztyn. Then the 

selected participants presented their speeches. Professor 

Buszko raised the issue of cultural conditions in the process of 

innovation. He used the example of proper solutions that are 

observed in Japan, and then addressed the situation to the 

Polish conditions. Then Professor Rajabov, in his 

presentation, referred to the issues related to the pension 

system of the Republic of Tajikistan. The author pointed out 

to the risks of demographic and emigration problems. He also 

presented possible solutions focused on the prevention of the pension system. 
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In next speech, M.Sc. Walczewska discussed the security of the banking sector in Poland. 

In her article titled Stability of Banking Sector (The case of 

Poland), the author stressed out that the financial system 

plays a key role in the transmission of monetary impulses to 

the real economy. She also pointed one of the necessary 

conditions for the smooth operation of payment systems, 

which is the stable functioning of financial institutions that 

are integral components of these systems. Walczewska 

concluded, that the current financial condition of the sector 

of cooperative banks can be assessed as stable, a similar assessment is also true of commercial 

banks. 

Another presentation, prepared by Associate Professor Mirboboev – First Deputy Minister 

of Education and Science of the Republic of Tajikistan, was devoted to the educational and 

social dimension of innovation. The author pointed the necessity of creating and expanding 

the capacity of innovativeness, both in technique and technology as well as the organization 

and education. In his opinion, the key role in implementing innovation plays an increasing 

interconnections between science, technology, market and administration, moreover 

strengthening linkages in the national innovation system. 

The topic of the next presentation was Socially Responsible Investing on the Warsaw 

Stock Exchange. Dr Karol Wojtowicz emphasized that financial markets are considered to be 

one of the most important factors conducive to efficient capital allocation. At today's financial 

markets, increasing investor interest took the concept of socially responsible investing. To 

provide investors with global standards identifying the socially responsible companies, stock 

markets were created socially responsibility indices. In conclusion, author highlighted SRI is 

a concept that meets steadily increasing popularity, and from the outcome of research 

investment decisions based on SRI allow shareholder to achieve at least an average market 

returns. 

In a recent speech, Dr Szydłowski discussed the impact of the business cycle on the capital 

structure of enterprises in Poland. At first, the author 

described the most important definitions of the capital 

structures, and then discussed the microeconomic and 

macroeconomic determinants. Then he presented the 

results of his research, aimed to identify the impact of 

business cycle on the enterprises capital structure in 

Poland. In conclusion, Dr Szydłowski pointed out that in 

the period 2004-2015 macroeconomic conditions of 

business acitivity in Poland changed. As a result, the 

availability and cost of external sources of financing 

changed as well. What is more, variability of each capital structures ratios was as well pro- 
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and countercyclical. He also underlined the necessity of further research in more detail way, 

including the age of each companies, financial performance, economy sectors, branches and 

other factors. 

Upon the occurrence of other participants raised questions and a discussion.   

At the end, Professor Buszko and Professor Rajabov thanked all the participants and 

organizers for their contribution and commitment to the conference and made Best Christmas 

and New Year wishes. 
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1. Introduction  

Citigroup, Inc. is a global banking institution that works tirelessly to provide consumers, 

corporations, governments and institutions with a broad range of financial services and 

products.  Two major areas in which Citigroup provides services are Consumer Businesses 

and Institutional Businesses.  As a well-recognized international brand, Citi is commonly 

known financial institution in Poland.  What is not commonly known is that Citigroup 

operates in Poland under two legal entities.  The first is Bank Handlowy, which provides a 

vast array of Consumer services in Poland.  The second is the Citi Service Center (CSC), 

which is officially known as Citibank Europe Plc Poland Branch.   

The Citi Service Center (“CSC”), which will be the focus of this article, is a part of a 

global initiative to provide centralized services to other entities within the entire group of Citi 

around the world.  Operating separately from but in very close cooperation with Bank 

Handlowy, the CSC alone employs over 3,800 highly qualified staff in Poland, with offices 

located in Warsaw and Olsztyn.  The Poland CSC currently provides services to over 90 

countries in Europe, Asia, Africa, North and South America, and Australia.  We will discuss 

here a brief history of the Poland CSC, as well as what businesses and function the Poland 

CSC supports across the globe.   

2. History  

The Citi Service Center in Poland was first established in 2005 with only 57 employees.  In 

11 years, the Poland CSC has become one of the fastest growing service centers in the global 

CSC network, and is home to various businesses and functions that make up all of Citi 

globally.  In its early days, the Poland CSC took on functions such as the Cash Center, 

Securities Fund Services, and Citi Technology Infrastructure.  Over the following years, the 

Poland CSC took on additional functions including Anti-Money Laundering, Treasury and 

Trade Services, Finance Support, Human Resources, Global ID Administration, Information 

Services, and Citi Private Bank, among others. Today the Poland CSC employs over 3,800 



74 M. Podgórski 

staff across four major divisions of Citi; these are the Institutional Clients Group (ICG), 

Global Consumer Bank (GCB), Enterprise Operations & Technology (O&T), and Global 

Functions.  Let us examine in a little more detail what each of these divisions entails and what 

services are provided from Poland.   

3. Institutional Clients Group 

Citi’s Institutional Clients Group provides various financial services to multinational 

corporations as well as governments by leveraging Citi’s network in more than 100 countries.  

The ICG helps corporations grow, hire, and deliver products and services to their customers.  

For governments, the ICG provides financing and support that helps conduct day-to-day 

operations, as well as to build infrastructure, housing, transportation, schools, and other public 

works.  The ICG leverages trading floors in more than 80 countries, clearing and custody 

networks in over 60 countries, and connections with 400 clearing systems to support a daily 

average of over 3,000,000,000 USD in flows.  This global network allows businesses within 

the ICG to support their clients’ innovation and growth.   

One of the major departments within the ICG that operates from the Poland CSC in 

Warsaw and Olsztyn, among others sites around the globe, is the Treasury and Trade Solution 

(TTS) business, which provides integrated cash management and trade finance services to 

multinational corporations, financial institutions and public sector organizations.  The TTS 

business’ global offerings include payments, receivables, liquidity management and 

investment services, working capital solutions, commercial card programs and trade finance.  

Specifically in Olsztyn, the TTS business works with partners in multiple countries to support 

Core functions, Cards, and Accounts Services from the CSC.   

Another key business within the CSC is Securities Services in Warsaw, which includes the 

Investor Services and Custody Operations businesses that provides customized solutions that 

support the diverse investment and transaction strategies of investors and intermediaries 

worldwide.  These businesses include Middle Office functions, Transaction Control, Fund 

Accounting (Net Asset Value), Asset Servicing, and Pre-Settlement.   

Core services within the ICG also include the Information Services Group (ISG), which 

maintains some of its global operations unit with the CSC in Olsztyn, and provides reference 

data such as accounts information, standing settlement instructions, corporate entity data, 

securities products and price data, and Know Your Client (KYC) services to global markets 

businesses across front, middle, and back-office.  The ISG Operations includes services such 

as Accounts Control, Client Onboarding, Securities & Pricing Operations, and Entity Data 

Management.  The ISG also supports the KYC function from its Business Service Unit in 

Warsaw.   

Also located in Warsaw are services of the Global Market Operations business, whose 

services include Credit Risk Management Services, Citi Private Bank, and Loans Operations.  
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In addition, the ICG maintains technology services for Credit Products Technology in 

Warsaw.   

The CSC Poland sites in Warsaw and Olsztyn together support a vast array of ICG 

business, and employ over 1,500 staff.   

4. Global Consumer Bank  

The Global Consumer Bank (GCB) operates four geographical business lines – Branded 

Cards, Retail Services, Retail Banking and Commercial Banking — in Citi's four regions: 

Asia; Europe, the Middle East and Africa (EMEA); Latin America; and North America.  

While serving more than 100 million customers in 24 countries worldwide, the GCB houses 

some of its operations and technology functions in the Poland CSC.  The GCB Operations 

team provides Cash Operations services from Olsztyn, while also providing Operations, 

Controls, and Client Analytics functions from Warsaw.  In addition, the GCB’s Regional 

Consumer Technology for Europe, the Middle East and Africa is also found in Warsaw.   In 

total the GCB employs 300 staff across the Poland CSC.   

5. Enterprise Operations & Technology 

The Enterprise Operations & Technology (O&T) group provides global operations and 

technology infrastructure support to Citi’s businesses; sometimes include 24 hours / 7 days-a-

week support to ensure the Citi’s technology infrastructure is stable and operating so the firm 

can do business with its partners and clients.  Technology support from Warsaw includes 

Core Infrastructure Services, Production Operations, Project Management, Anti-Money 

Laundering Technology, and Architecture services.   

In Olsztyn, this includes the Global ID Administration Operations group, which is one of 

six global operations teams that are responsible for administration of system entitlements and 

access across Citi.  This team services over 60 countries around the globe. The Enterprise 

O&T group employs over 1,000 staff in the Poland CSC.   

6. Global Functions 

The final area with the Poland CSC, which is also located in Warsaw, is the Global Functions 

group, which also provides services to various countries outside of Poland.  These core 

services are essential to the day-to-day operations of Citigroup as a whole and include 

Finance, Risk, Human Resources, Internal Audit, and Compliance.   

In addition to these core corporate functions, the Global Functions group is also home to 

the Anti-Money Laundering (AML) team.  As one of teams around the world, the Poland 

AML team is tasked with the analysis of transactions on accounts at Citi in terms of their 

compliance with the law.  The Poland AML team currently services over 50 countries 

worldwide. As a whole, the Global Functions group employs over 1,100 staff in the Poland 

CSC.   
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7. Conclusion  

The Poland Citi Service Center, which is home to businesses and functions from all four 

major divisions of Citigroup (Institutional Clients Group, Global Consumer Bank, Enterprise 

Operations & Technology, and Global Functions), provides a diverse and vast array of global 

services to over 90 countries across the global.  Teams in Poland partner with businesses in 

many countries and use over 27 languages to effectively deliver day-to-day operations and 

international projects in a dynamic and innovative environment that brings tremendous 

benefit to Citi’s clients and partners.   
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