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EMPLOYMENT OF PPP AS AN INNOVATIVE
APPROACH TO IMPLEMENTATION OF TRANSPORT
INFRASTRUCTURE PROJECTS IN THE CZECH REPUBLIC

Barbora Antonova — Tomas Kucera — Klara Lustigova —

Jaroslava Hyrslova — Ivo Drahotsky

Abstract

The member states of the European Union (EU) and EU institutions have increasingly used
public-private partnerships (PPP) to accelerate infrastructure development. Based on the
experience from other countries, PPP is considered an effective means to achieve a higher
appreciation of funds invested in various types of projects. The experience of other countries
confirms the advantages of using PPP for operational efficiency, innovative technological and
management skills, and the more active involvement of private players in public services.
This paper summarizes the trends in the use of PPP in projects within the EU and discusses

options for implementation of PPP projects in the Czech Republic.

Key words: public-private partnerships, transport infrastructure, infrastructure project,

funding

JEL Code: H54, O18, R42

Introduction
In the last three decades, public-private partnership (hereinafter PPP) has become an
innovative approach to the implementation and operation of a wide range of projects.
According to Bing et al. (2005), there is no single universal definition of a PPP, but a PPP can
be understood as a public mission with a private supply; public sector institutions are partners
to private sector companies with which they place orders for services and later buy the
services for clients (citizens), or they facilitate the purchase of the services.

Walton and Euritt (1990) define PPP projects in transport infrastructure as
a partnership concerning major investment projects and the provision of public services based
on long-term contractual relationships between the entities of the private and public sector;

while both entities share the risks and revenues associated with the projects.
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This paper discusses the trends in the use of PPP as a part of transport infrastructure
projects. Firstly, pros and cons of PPP and the risks assumed by the involved parties are
explained. The main focus is on analysing the development of transport infrastructure
investments in relation to the development of EU countries” GDP covering also PPP transport
infrastructure projects financed by the European Investment Bank. The analysis is based on
data from the EUROSTAT, the Organisation for Economic Co-operation and Development
(OECD) and the European PPP Expertise Centre (EPEC). The experience of the Czech

Republic with PPP transport infrastructure projects is also a topic of interest here.

1 Public-private partnerships — theoretical base
Reeves (2005) summarizes the most commonly used PPP models in his book. Design and
build is the kind of project where the private sector as a subcontractor designs and builds an
infrastructure which is transferred to the public sector upon completion. The contractor, i.e.
the private sector, then receives a payment from a public sector entity. In the case of Design,
build and operate partnerships, the private sector designs, builds and later operates the asset.
The project is fully financed by the public sector. Design, build, operate and finance type of
partnership is another way of the sectors’ cooperating. Here, the private sector finances the
project and, throughout the duration of the project, covers the costs through payments from
the public sector (for 30 years at least). According to Reeves (2005), the last type of PPP is

Concession, where the services are fully or partially paid by the end user.

1.1 Pros and cons of public-private partnerships
One of the main benefits of PPPs is the efficient allocation of risks associated with the
projects. The public and private sectors share the risks so that both partners can manage the
risks allocated to them effectively. The private sector assumes the risks which it is able to
manage better than the public sector thanks to its knowledge and experience and is thus
capable of managing and controlling the assigned tasks more effectively. Reeves (2005) also
argues that the private sector, thanks to its competence and access to innovative technologies,
is able to select the optimal variant implementation of the assigned task and thus reduce
overall costs while ensuring an adequate quality. Consequently, the project can be
implemented more quickly and at lower cost than if it were carried out only by the public
sector. Geest and Nunez-Ferrer (2011) state that from a macroeconomic perspective, PPP

projects are advantageous due to their good effect on economic growth, employment and
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growth of selected sectors of the economy. Moreover, since the public sector can release
financial resources gradually, it can implement more infrastructure projects at the same time.
Reeves (2005) points out that PPP projects have also some disadvantages associated
mainly with the long-term nature of the projects. The current government may not last as long
as 1s the duration of a project; the project’s faults may therefore influence the success of the
next governments and it is difficult to get the former government to take responsibility.
Especially proper initial contracts are of great importance for the success of PPP projects as
they are difficult to modify over the years. Also Geest and Nunez-Ferrer (2011) point out that
the potential benefits of PPP can bear some disadvantages as well; in general, interest rates
are generally higher for the private sector than for the public sector, therefore, PPP projects
may turn out to be more expensive. In addition, PPP projects are demanding in terms of
project planning; the contract for a project may not be concluded until after several years of

preparation.

1.2 Risk of public-private partnerships
Corielli et al. (2010) maintain that the types of PPPs with a greater involvement of private
entities require a careful analysis of the risks by the private and public sectors. For private
organizations the risk analysis is important in determining the mix of financial resources to be
used to finance the project that also affects cost of capital and risks borne by the public sector.
The key factors influencing the decision process of the private sector whether to participate in
PPP projects are therefore the risks it assumes. One of these risks is the construction risk
associated with the design and building phases of the project. Another risk to the private
sector may be contractual conditions of the project being deviated in the course of the project
implementation.

Geest and Nunez-Ferrer (2011) point out that the risk for all parties involved is that the
final market value of the project is lower than was expected. The value of the project is
affected by the financial risk and market and revenue risk. The financial risk is related to
fluctuations in interest rates and currency exchange rates. The market and revenue risks
jeopardize the value of the PPP project when it is finished — the demand for the completed
project is lower than expected. For example, in the case of highways, there is a risk that the
toll collection will not be sufficient to at least cover the operation costs of toll collection

systems. Therefore, the Design and build form is most commonly used within road
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infrastructure projects. Miller (2000) declares that other significant risks relate to the ability of
the public sector to establish and comply with contractual obligations and conditions.

2 Investment in transport infrastructure and PPP projects
According to Meng (2013), transport infrastructure is the bearer of the economic potential of
each state. Data on the total investment in transport infrastructure and the development of
gross domestic product (GDP) was used for the analysis of the link between an economy and
transport infrastructure. European Union countries (except Greece) were chosen for the
analysis. Indicators were (given the availability of data) set for the years 1995 — 2011. The
results are summarized below in the subchapter 2.1.

The European Investment Bank (EIB) is an important banking institution in financing
PPP projects in Europe. Of the total disbursement of the EIB funds, amounting to €43,293
million in the years 1990 — 2014, €34,861 million (80.5%) was used for financing PPP
transport infrastructure projects and €8,432 million (19.5%) went on other investments
(health, solid waste, education, water, sewerage, energy). These amounts demonstrate the
importance of EIB financing for the transport infrastructure investments. An analysis of the
disbursement of funds to finance PPP transport infrastructure projects in the years
1990 — 2014 is a part of the subchapter 2.2.

The subchapter 2.3 summarises the experience of the Czech Republic with PPP

transport infrastructure projects.

2.1 Total investment in transport infrastructure
In terms of the share of investment in transport infrastructure in GDP EU states can be
divided into two groups. Countries in the first group — e. g. Austria, Belgium, Germany,
Ireland, Netherlands, United Kingdom, France, Finland and Denmark — show 0.5 to 1.0%
share of investment in transport infrastructure in GDP. These are states with high-quality
transport infrastructure that is being built gradually throughout the observation period and
where there are no large fluctuations.

The second group of states (see Fig. 1) are those with the share of investment in
transport infrastructure in GDP of more than 1% in most years during the observation period.
Italy, Croatia, Spain, Portugal and Hungary are in this group. These states can be further
divided into two subgroups according the development of indicators. Spain shows a steady
development of the investment/GDP ratio without large fluctuations. The fluctuations in the

investment/GDP ratio are a common characteristic of Croatia, Portugal, Hungary and Italy.
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Croatia reached the highest value; 3.8% in 2003. Hungary saw two big variations in the
observation period; between 2004 (1.9%) and 2005 (2.1%) and in 2009 (2.1%).

Fig. 1: The share of investment in transport infrastructure in GDP (%)
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Tab. 1 shows the transport infrastructure investment share in GDP of the Czech

Republic in the years 1995 — 2011.

Tab. 1: The transport infrastructure investment share in GDP of the Czech Republic in

the years 1995 — 2011 (%)
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The Czech Republic ranks among the countries with the share of investment in

transport infrastructure in GDP of more than 1% in most years during the observation period.

The development of the indicator is not constant; a decline occurs in the years 1998 — 1999,

2001, 2006 — 2007 and 2009 — 2011. The highest share of investment is in 2008, the year

when Europe is hit by the financial crisis.

2.2 Transport infrastructure PPP projects financed by EIB
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The EIB lent the largest volume of funds (see Fig. 2) in 2008 (€3,142 million), the year when
the European Union was hit by the financial crisis. It appears that investments in PPP projects
were meant to serve as an aid to the sluggish economy. In 2008 following states borrowed
funds from the EIB: Belgium, Netherlands, United Kingdom, France, Hungary, Morocco and
Poland. The PIGS states — Greece, Italy, Spain, and Portugal — most affected by the debt
crisis, also borrowed funds totalling to €1,330 million and representing 42.3% of the total
volume of funds the EIB lent in 2008.

Apart from the year 2008, when the EIB investments in transport infrastructure PPP
projects were on the highest level, there was another significant use of funds in the years 1996
(€2,647 million), 2011 (€2,564 million) and 2014 (€2,625 million). The decline in investment
borrowing in 2004 and 2012, when investments in the construction and maintenance of
transport infrastructure experienced a downturn, is interesting. Although GDP grew in all

above-mentioned countries in both years, investments in transport infrastructure declined.

Fig. 2: Funds borrowed from the EIB to finance transport infrastructure PPP

projects in the years 1990 — 2014 (million €)
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Source: EPEC (2015)

22 countries borrowed funds from the EIB to finance transport infrastructure PPP
projects in the years 1990 — 2014, including 16 EU member states and 6 other countries (see
Fig. 3). The United Kingdom borrowed the largest volume of funds (€6,605 million),
followed by Spain (€4,583 million), Portugal (€4,337 million) and Denmark (€4262 million),
while Dominican Republic (€30 million), Jamaica (€39 million) and Morocco (€40 million)

borrowed the lowest volume of funds.
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Fig. 3: The volume of funds borrowed by individual states from EIB to finance

transport infrastructure PPP projects in the period 1990 — 2014 (€ million)
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Some EU member states (including the Czech Republic) did not use this method of
financing the transport infrastructure projects in the given period. From the total volume of
investment in transport infrastructure, Denmark borrowed the highest share of funds on PPP
projects from the EIB (23.2%) — see Fig. 4. Other countries that made the most use of this
type of financing were: Portugal, Greece and Ireland. Another group of EU countries — the
Netherlands, the United Kingdom, Poland and Hungary — used this method of financing for

about 3% of their total investment in transport infrastructure.

Fig. 4: The share of funds from the total volume of investment in transport

infrastructure the EIB lent out on PPP projects in the years 1990 — 2014 (%)
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2.3 Transport infrastructure PPP projects in the Czech Republic
PPP projects are not very popular in the Czech Republic. The technical base (depots) of
Plzenské méstské dopravni podniky (Pilsen city transport companies) is a successful
transportation PPP project in the Czech Republic. Zrzavecky (2014) states it is one of the
largest partnership projects in the Czech Republic. The premises are more than 116,000
square meters in surface area; in the technical base, there are located mainly sheds for
servicing vehicles, spray booths, machine washers, filling stations, storage facilities, etc.;
there are also covered parking lots for buses and trolleybuses.

The construction, maintenance and operation of the D3 highway Tébor — Bosilec in
the length of 30 km (the duration of the project planned for 30 years) should have been a pilot
PPP project, but ended up as one of the unfinished PPP projects in the Czech Republic; other
unsuccessful PPP projects are the D5 and D47 highways. For being the causes of failure of the
projects, Pavel (2007) blames the unclear division of risks between the private and public
sector, incorrect specification of tender documentation and disorganized approach to PPP
projects. As the risk factors for implementation of PPP projects in the Czech Republic he
considers: misunderstanding of the principles and meaning of PPP (which is not supposed to
replace public spending, but it works as a tool for increasing its efficiency); unresolved
control of outputs; ambiguous and inadequate specification of political responsibility; the
possibility of awarding a project without an open competitive tendering; and the risk of

hidden debt.

Conclusion
PPP projects can be seen as an innovative approach to the implementation of transport
infrastructure projects, which is used worldwide. Based on experience of some countries, PPP
can be considered an effective way to achieve higher appreciation of funds invested in various
types of infrastructure projects (including transport infrastructure projects). Some countries
have adopted PPP due to fiscal deficit, budgetary pressure, demand-supply gap, and
inefficient public services. The experience of other countries confirms the advantages of using
PPP for operational efficiency, innovative technological and management skills, and more
active involvement of private players in public services. However, examples of failed projects
can be found abroad as well.

The Czech Republic is one of the countries that, in the period 1997 — 2011, invested

more than 1% of GDP in transport infrastructure projects annually. In terms of the amount of
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investment in transport infrastructure, the Czech Republic belongs to the countries that are
characterized by high quality transport infrastructure and that borrow funds to finance PPP
transport infrastructure projects from the EIB. The Czech Republic, however, has not used
this method of financing transport infrastructure projects.

The use of PPP in transport infrastructure projects has been very limited in the Czech
Republic. Some PPP projects have failed. The causes lie primarily in the lack of a consistent
strategy regarding the PPP projects and in the misunderstanding of the meaning of PPP. In
order to extend the use of PPP in practice, it is necessary to resolve the legislative and

strategic aspect of the issue.
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THE SCIENTIFIC AND EDUCATIONAL POTENTIAL OF
THE INTELLECTUAL PROVISION OF ENTREPRENEURIAL
INNOVATIVE DEVELOPMENT

Evgeny Egorov — Tatiana Lebedeva

Abstract

This article presents the concept of the intellectual provision of innovative activity within
entrepreneurship. The intellectual provision includes the organization and self-organization of
the continuous information and knowledge in the "education-science-entrepreneurship"
system. Intellectual entrepreneurship is considered the result of the integration of science and
entrepreneurship and the transfer channel of knowledge between them. The aim of the
experimental study is to validate the developed theoretical positions in the field of intellectual
provision of the entrepreneurial activity development. The main objectives are the creation of
the complex of entrepreneurship development in the framework of training courses, identify a
set of characteristics of the intellectual entrepreneur and their assessment, to develop the

optimal model of the course that prepares entrepreneurs for today’s challenges.

Key words: Innovation in the entrepreneurship, complex of intellectual providing of

innovative development of entrepreneurship, didactic means.

JEL Code: A 13, A 22

Introduction
Today, the word "innovation" means the result of creative activities aimed at the
development, production and distribution of new products, technologies, implementation of
new organizational forms. Entrepreneurship, as an engine of the modern economy, by
definition, must be innovative. To ensure that it is necessary to create an appropriate
intellectual environment. Meanwhile, the level of such assurance, at the moment, is rather
weak, both at the state level and at the level of understanding of the public.

According to the All-Russian Public Opinion Research Center (VTsIOM) data, the
Russians most commonly understand innovation as any innovations (in 27% of cases), as well

as the implementation of modern technologies (15%). Less than those who believe that this is
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the use of achievements of science and technology (3%), investments in promising sectors of
the economy, social changes and specific innovations (1%). For every second person (53%) it
is currently difficult to estimate. The higher the level of education of the respondents is the
less difficulties they have with the definition of "innovation" (the share of those for whom it
was difficult to answer is decreased from 89% in the group with the education less than
secondary to 30% in the group with higher and incomplete higher education) (All-Russian
Public Opinion Research Center).

1. Innovation in entrepreneurship: concept and prerequisites
In the Russian legislation the term "Innovation" is defined in the Federal Law Ne 127 "About
science and state scientific-technical policy (Federal Law of the Russian Federation “About
science and state scientific-technical policy”, 1996). According to this law, "Innovation" is a
new or significantly improved product (goods, services) or process introduced to the use, a
new sales method or a new organizational method in business practices, workplace
organization or in external relations. Unfortunately, the Russian legislation gives a too broad
definition that allows scientists or entrepreneurs to issue upgraded products or services as
something radically new, thereby deceiving the final consumer.

Nevertheless, the "enhanced" conception of innovations was universally
acknowledged not long ago when the changes in the nature of innovation processes became
obvious that led to the emergence of new challenges - both in theory and in practice - for
innovative thinking managers of companies and developers of state policy. The retrospective
analysis shows that many companies have been involved in joint research and development (R
& D) with external partners for decades but R & D outsourcing became common practice a
hundred years ago.

Modern innovative processes are becoming more distributed, continuous in time and
acquiring multi-disciplinary and inter-institutional character. It is this combination of changes,
partly mutually reinforcing, that contributes to the formation of "open innovations" as a new
phenomenon, and this term has been discussed in the literature for more than 10 years
(Dahlander, Gann, 2010). New knowledge and associated competencies for its usage are
grouped into new inter-disciplinary clusters on a large scale. However, the space for
innovative solutions to meet the needs of society which is becoming increasingly diversified
is expanding faster (Robinson , Blenker , 2014, Ferrary, 2011). For the last decades the basic

principles of the innovation management process have not been practically changed
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(Huizingh, 2011). At the same time, the nature and role of different sources of innovations is
significantly changing, as well as some ways of their usage (Bianchi, Cavaliere, Chiaroni,
Frattini, Chiesa, 2011). The growing volume of the knowledge markets and information
contributes to adoption of the concept of open innovation by companies, because in the
process of the exchange and trade of knowledge within innovation networks they acquire new

competencies. All this leads to the intellectualization of many areas of activity.

1.1  Intellectualization of innovative entrepreneurial activity
The intellectualization process is the process of usage and formation of intellectually
significant possibilities and abilities. It is caused by the appearance of a large number of tasks
in the working activity that requires the non-standard innovative approaches and solutions in
various aspects of professional activity. This highlights the intellectual expenses (for the
production of knowledge, information), which results in a modification of the functional
structure of the labor (Egorov, 2004).

As we know, the economy of knowledge fundamentally changes all the traditional
principles, approaches and models of development of competitive entrepreneurship.

The analysis of the modern literature on entrepreneurship shows that many scientists
are beginning to pay more attention to the phenomenon of intellectual entrepreneurship
typical for the economy of knowledge. The concept of the intellectual entrepreneurship is
quite new and poorly studied. In the most basic approximation, the intellectual
entrepreneurship is an entrepreneurship carried out by intellectuals, that is, by people with
higher education, the results of their activity is the intellectual product.

The intellectualization of the entrepreneurship creates conditions for increasing of the
role of education as a basis for the formation and development of intellectual resources, the
creation and transfer of new knowledge into the economy (Baklashova, 2014.). The education
system inevitably becomes closer to the entrepreneurship, integrates with it, which contributes
to more effective sharing of knowledge, the implementation of more advanced scientific
methods of production, the education and spiritual growth of entrepreneurship, forcing it to
serve the interests of society, not just personal gain.

For effective implementation of this task the relationship between the education and
entrepreneurship systems which are separated and develop independently that holds the

processes of intellectualization and entrepreneurship back must change.
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The strategy of innovative development of the Russian Federation for the period up to
2020 "Innovative Russia 2020" identifies a number of basic tasks that are associated with the
development of the education sector: - to change people, to increase their susceptibility to
innovations, to expand the class of innovative entrepreneurs, to create an atmosphere of
tolerance to risk in the society; - to increase the innovative activity of the business and the

dynamics of the emergence of new innovative companies.

1.2. Pedagogical approaches and results of the development of the personal
qualities in the process of intellectualization of the entrepreneurial activity
We should refer to educational technologies, contributing to the development of
entrepreneurial knowledge and personal qualities which allow to be successful in the process
of intellectualization of the entrepreneurship (Hsu, Tan, Laosirihongthong, 2014).

The developed technology of training and development of professionally important
qualities has been fulfilled and perfected for over a decade in the Nizhny Novgorod State
Kozma Minin Pedagogical University. The result of its usage is a proved development of
professionally important qualities of an entrepreneur.

The technology of formation of professionally important qualities is set up on the basis
of the known principles developed by B.I.Teplov, V.D.Shadrikov. The main idea is that the
professionally important qualities are understood as a product of lifelong formation. The
determining role in this process belongs to the training which the development follows. The
idea of the development of qualities is carried out in the process of preparation of participants
within a refresher course "Technologies of modern entrepreneurship" (which consists of
modular programs selected by participants).

The study was conducted on the basis of the Nizhny Novgorod State Kozma Minin
Pedagogical University for 10 years (2004-2014). 498 people taking a refresher course on the
program "Technologies of modern entrepreneurship" participated in the experiment. The aim
of the experimental study was the validation of the developed theoretical positions as well as
working out the optimal model of the course which allows to prepare an entrepreneur ready
for the challenges of the time.

The objective of the course was the preparation of the entrepreneur-practitioner.
Consequently, during the experimental study it was necessary to evaluate:

1. The level of mastering of the fundamental knowledge of the basics of

entrepreneurial activity, management and marketing.

17



Proceedings of the 3™ International Conference

Innovation Management and Corporate Sustainability, 2015

2. The level of formation of professional motivation for entrepreneurial activity.

3. The degree of readiness for practical entrepreneurial activity.

4. The development of entrepreneurial skills.

Let’s see each point in more detail.

1. The level of mastering of the fundamental knowledge for each discipline was

evaluated:

a) in the course of mastering (during lectures);

b) after doing practical exercises (current assessment via level tasks);

¢) during the end of course test (at the reportable events).

Table 1 shows the fulfillment results of the level tasks by the course participants at the

lectures in the first stage of the experimental study.

Tab. 1: The fulfillment results of the level tasks in the process of mastering of the

fundamental knowledge of the module “Basics of entrepreneurial activity”

Ser. Module topic The number of students who coped
No. with the task (%)

Task level 1 11 111
1. Entrepreneurship: the nature, aims, objectives 60 - -
2. Principles and forms of entrepreneurship - 69 -
3. Technology of establishing an enterprise - - 59
4. Internal and external environment of the firm functioning. - 72 -
5. Management in the activity of an entrepreneur and a teacher - 82 -
6. Personnel. Productivity and salary. 54 - -
7. Marketing in the activity of an entrepreneur. - - 78
8. Product development process 68
9. Small business development 64
10. Financial activities of an entrepreneur. The concept of accounting. 53 - -

Investing in entrepreneurial activity
11. Entrepreneurial activity and taxation of entrepreneurial firms. State 71 - -
regulation of entrepreneurial activity

12. Analysis of the results of activity of enterprises in market economy 45 - -
13. Basics of Entrepreneurial Law - - 43
14. Entrepreneurial ethics and morality - - 60
15. Entrepreneurial activity at educational institutions - 73 -
The average number of students who coped with the tasks of each level 56,5 73,4 62,5

Source: study of the authors of this article

As we can see from Table 1, at the first stage lectures the course participants were

offered tasks of all levels. The surprising fact was (it can be clearly seen in Table 2) that the

course participants coped with the second and third level tasks better than with the tasks of the

first level.
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2. The level of formation of professional motivation for entrepreneurial activity.
At the first stage of the experimental study the task of formation of professional motivation
(Duval-Couetil, Gotch, Yi, 2014) to the practical entrepreneurial activity was not set since the
courses were attended by people with the need to acquire professional knowledge enhancing
their competence in the business.

Meanwhile, to determine the effect of the course on participants the survey was
conducted. The results of the survey showed an increase in the level of motivation to the
entrepreneurial activity (from 54% - up to 61% - in different groups of the course

participants).

3. The degree of readiness for practical entrepreneurial activity.
The fact that the course developed by us really allows to prepare a participant to the practical
entrepreneurial activity is confirmed by talks conducted with entrepreneurs - representatives
of real business.
During the talks conducted with every entrepreneur the following questions were
offered:
1. Is the successful implementation of the practical entrepreneurial activity

possible without additional specialized training?

2. They say that one must be born as an entrepreneur. Then, is it necessary to use
special forms of work (role plays, trainings etc.) aimed at developing entrepreneurial skills
in the preparation of the entrepreneur-practitioner?

3.  Knowledge of what main issues studied in the course turned out to be the most

useful for organization of practical entrepreneurial activity?
The results of the talks with entrepreneurs-practitioners enabled to conclude that the
methods and forms of education used in the course can not only develop entrepreneurial
skills, but also motivate future specialists to the professional activity and develop reflective

abilities.

4. The development of entrepreneurial skills.
To identify the initial level of the studied qualities - creative potential, sociability, initiative,
working ability, ability to take risks valid test methods were used. For all applied tests the
nine level rating scale was used to interpret the development indicators of skills: level 1 - very

low level of development of appropriate skill; level 2 - low; level 3 - below medium; level 4 -
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slightly below medium; level 5 - medium; level 6 - slightly above medium; level 7 - above

medium; level 8 - high; level 9 - very high level of development.

It is known that an entrepreneur should possess all the skills we have dedicated at the

level of their development not less than below medium. This assertion is proved by the

results of our testing of entrepreneurs-practitioners. They are given in Table 2.

Tab.

2: Development of entrepreneurial skills among entrepreneurs-practitioners

Ser. | Entrepreneurial skills Indicator of development
No. (in % of the total number tested)
Level of development
2 13 4 5 6 7 8 9

1. Creative potential - - - 2,7 19 27 51,3
2. Sociability - - - - - 21,6 78,4
3. Initiative - - 5,3 13,5 | 43,2 19 19
4. Working ability - - - - 3 10 24
5. Ability to take risks - - - 6 16 10 5

Source: study of the authors of this article

As we can see from Table 2, the vast majority of entrepreneurs-practitioners have

entrepreneurial skills listed above at the levels above medium. Such skills as sociability and

working ability are especially developed.

With the help of these tests at the beginning of the first stage of the experiment before

the course started the initial level of the studied entrepreneurial skills was identified. The test

results are given in Table 3.

Tab. 3: The monitoring results of entrepreneurial skills of the course participants doing

the course “Technologies of modern entrepreneurship”

Ser.
No.

Entrepreneurial skills

Indicator of development

(in % of the total number tested)

Level of development 1 2 3 4 3 6 7 8 9
1 Creative potential - - - 38,9 44 .4 16,7 - - -
2 Sociability - 7 18 222 30,6 16,6 | 5,6 - -
3 Initiative 8,3 19,4 27,8 31,9 5,6 42 2,8 - -
4 Working ability - 15,3 26,4 34,6 7 8,3 5,6 | 28 | -
5 Ability to take risks 16,6 37,5 37,5 1,4 7 - - - -

Source: study of the authors of this article
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Table 3 shows that before doing the course the skills of the most of the course
participants were developed at below medium level. It can be seen that sociability and
creative potential show the highest indicators. During further investigation, we paid special
attention to the least developed skills: initiative, working ability, ability to take risks.

At the end of the course we conducted the same tests as in the beginning of the
experiment. The test results showed the increase of the development level of four out of five
studied skills. Table 4 shows the monitoring results of the development of the entrepreneurial

skills.

Tab. 4: The development of entrepreneurial skills of the course participants before and

after doing the course ""Technologies of modern entrepreneurship"

The personal qualities o > o
M = o
to be developed = & = =
o= B [ - o o 2
=] = 2 S u « S E
g5 = s I e g2
23 'S = £E £ S8
© a 2 = = = S =
193} ) 5] 29
< = =
Increased on
&n an an an
Number of students = g = 5 = £ = = = = average by
0 = = = = 4= = =] = =] =
(%) showed levels of E ] E < E 5 E 5 E 5
development of e 2 2 2
qualities above
medium
25 47 45 86 35 53 49 55 24 47
Difference in % 22 41 18 6 23 27

Source: study of the authors of this article

After statistical processing of the data presented in table 4, it can be asserted that the
course really helps to prepare an entrepreneur-practitioner.

We will show how you can develop some professionally important skills of an
entrepreneur. To do this, we present a table (tab.5), which shows the connection of the
didactic means with the development of individual skills of an entrepreneur. Table 5 shows
that in the column "The personal qualities to be developed" there are six professionally
significant skills of an entrepreneur. All the twelve selected and presented in the Table
didactic means are active methods and forms of training. This is quite natural, since only such
means help the integration of the course participants into an independent search activity,
which is a necessary condition for the development of personality. In Table 5, all the didactic

means are combined into two groups. The first group - the general didactic means. The second
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group reflects the specificity of means of the formation of the entrepreneurial knowledge. The

usage of these didactic means for ten years allowed us to evaluate the impact of each of them.

The following table presents this evaluation according to the effectiveness of influence of the

didactic mean on the development of a particular professionally important skill of an

entrepreneur:

«+» — high;
«+—» — medium;

«» — low.

Tab. 5: The connection of the didactic means with the development of individual skills of

the future entrepreneur

The personal qualities to be developed

& =
5 & z2 8 2 S =
= g ) 2 B 2z2 | g 5
k) Didactic mean & B = < o s 5 S E
< S e @ = >
5 2 5 |2 | E £5¢2 |z28
o 5 3 = = =0 g | £
S g ° = E | = 8
= =
@]
Challenging lecture + — + + + +
Solution of challenging situations + - +— + + +
o Work in small groups. + + +— +— +— +
ia Role play + T T — n n
Excursion - - - +— +_ +
Discussions and debates on the lesson + + + +— + +
The method of reviews + — + 4 4
Making a business plan. The company presentation + - + + + +
Analysis and solution of specific business situations. + - + + +— +-
- | Working out ideas to overcome the crisis
=) - -
8 | Creative problem solving methods (methods of + - +— + + +—
& | questionnaire, "notebook" etc.)
Talks with the leaders of the real business +— + +— +— +— +
Training + + + +_ T n

Source: study of the authors of this article

Looking back at Table 5, we see that the construction of the educational process on the

basis of such methods and forms of teaching as work in small groups, discussions and debates

on lessons, role plays ensures the development of virtually all complex of the dedicated skills.

At the same time, such didactic means as excursions or method of reviews allow to

purposefully develop two, maximum three skills. A similar picture is observed with the

second group of means.
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Next we turn to the training technologies, since they are the most efficient (Zalyaeva,
Solodkova, 2014). Using the training technologies in the educational process is quite effective
at the initial and the final stages of training, when the professional competence of the
participant-entrepreneur is intensively formed.

So in the module "Advertising technologies" each trainee is given an individual
economic task that is close to a real situation (developing of a promotional product). We will
give an example of a practical lesson on the topic "Development of a slogan". The lesson is
designed for 1 hour 30 minutes. The course of the lesson can be represented as follows:

Mini-lecture "Development of a slogan" (20 minutes).

1. Exercise: "Options for the development of a slogan" (60 minutes)

The course participants are distributed into micro groups. Each group is asked to select
the object to develop a slogan (by lot), then the course participants work out the proposed
algorithm. At the beginning each trainee works out his own versions of the advertising
slogans, then the sharing of the slogans and the choosing of the "super slogan" takes place in
the micro groups. Further, the results are given in the form of presentations.

2. Feed back (10 minutes)

Questions:

Which of the slogans may be effective for the "life" of the product?

Which of the presentations of the slogan is memorable?

The practice shows that the training technologies are quite effective during training of
the specialists in various fields of business, because they allow not only to form the
professionally important competencies, but also to develop the ability to assess the degree of
possession of these competencies and to reflect one’s own activity (Lebedeva, 2012).

So, the motivation of achievement after doing the course “Entrepreneurship” increases
on average by 30%, creative approach — by 20%, initiative — by 20%, working ability — by
25%, sociability - by 40%.

All this contributes to increase of the share of intellectual products and services in the
total amount in the production of goods. According to S.M. Klimov, the intellectual products

and services occupy an increasingly important place in the international markets.
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Conclusion
While conducting this study it became evident to the authors that the development of
innovative entrepreneurship is impossible without the usage of the modern approaches to the
training of entrepreneurs. Meanwhile, the training of entrepreneur-practitioner should be
systematic, both from the point of practical knowledge and from a position of readiness and
development of the professionally significant skills of a personality. On this basis, we can
formulate a number of the practical recommendations for optimizing the usage of scientific
and educational potential for the development of the entrepreneurship.

Firstly, the innovative development of the entrepreneurship is impossible without
intellectual providing. Based on this requirement, it can be asserted that all the processes of
the development of the entrepreneurship should be designed on the basis of "education-
entrepreneurship".

Secondly, in the era of economy of knowledge, all the internal and external
environment of the entrepreneurship should be formed through the management of
knowledge.

Thirdly, it is evident that the entrepreneurs-practitioners are unlikely to "sit at the
desk," and now the process of their preparation is realized primarily through the refresher
courses. Therefore, special attention should be paid to a complex of didactic means
contributing to the polyinformative preparation of an entrepreneur.

Thus, the intellectual providing of the innovative development of entrepreneurship
includes the organization and self-organization of continuous counter information-knowledge
torrents in the system of "education - science - entrepreneurship" that contributes to the
development of competences and "knowledge" competitiveness of all participants of the
process of the innovative development at all levels of the interaction.

As the main participants of the innovative providing of the intellectual development of
entrepreneurship it is possible to highlight the following subjects of the education and science
system (universities, scientific institutions), the system of entrepreneurship (large, medium
and small businesses), the state and its institutions. The intellectual entrepreneurship is
considered as a result of the integration of the science and entrepreneurship and the
knowledge transfer channel between them. Each of them has an active influence on the state
and development of all elements of the innovative providing of the intellectual development
of entrepreneurship, and the effectiveness of their interaction determines the efficiency of the

reproduction of intellectual resources, as well as the exchange and dissemination of the
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knowledge in society (the country), which ensures the development of the "knowledge"
competitive ability of the economic subjects at all levels of socio-economic system. For the
development of the intellectual resources in the country it is necessary, first of all, to work out
the strategy of development of the education system appropriate to the state policy. The
education system should be a key integrator of the intellectual and innovative providing of the

economic subjects.
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SELF-DEVELOPING INNOVATIVE COMPANIES:
BEST PRACTICES ANALYSES

Irena Esaulova — Irina Semenova

Abstract

The concept of the 2S-systems (self-organizing and self-developing systems) describes the
enterprise model through five interlinked elements: structure, leadership, motivation, learning,
and culture. The authors borrow these elements to build a diagnostic model to analyse the
experience of predominant Russian companies, which describe themselves as self-developing
organizations. The diagnostic model is based on situational analysis as in a case study. The
research demonstrates a bond between the elements of the 2S-system and the self-developing
practice of companies. Findings revealed specific aspects of the management system for
successful companies, which encourages innovative employee behaviour, focus on the
improvement of the company’s effort with leadership as a driving force for organisational

development.
Key words: self-developing organization, management system, 2S-system, best practices.

JEL Code: D210, L200, F200.

Introduction
Ability of organization to generate and implement innovations is admitted as a main factor of
success in the quickly changing external environment. Such ability is based on the high
involvement of employees into the process of innovative development of organization on all
its levels. Paradigm shift of the modern management is related to the new understanding of
the employee’s role in the company — as an active management entity; equal partner of
organization, who contributes to its success; leader of changes, who possesses resources and
mechanisms of changes. Obviously, the main task of organization is to set the development of
employee on the right track, creating conditions for actualization and fulfillment of his
capabilities. Therefore, today we increasingly face the issue of the goal-orientated system of
employees’ behavior management as a factor and potential for company development. In

other words, creation of a company around and for the employee. This refers to a new,
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“human-oriented” company, the goal of which is to create the active mechanism of
employee’s involvement into management, constant increase of human potential as the main
source of company development for efficiency assurance on a long-term horizon (Komarov,
Molodchik, Pustovoit, 2012).

Since the beginning of 90s of the XX century the concepts have been developing for
establishment of innovative organizations, adaptive to changes in external environment, with
effective and flexible motivation system, with effective leadership and corporate liability,
development of personnel and consolidation of behavior’s standards and rules in the company
culture. The new concepts of company management system became widespread, for example,
organization with intrapreneurship of H. Wissema, Learning organization of P. Senge, flat
organizations. Within the new paradigm — “Management 2.0” (Hamel, 2009) based on the
modern management theories, such as co-entrepreneurialism, core competence theory, fractal
theory and with the new concept of “huminization of organization” — system of management,
functioning on the principles of self-organization and self-development (2S-system) is being
established (Akatov, et al 2013).

The source of transformation and development of company in 2S-system is the
leadership, priority of the employee’s ambition to self-fulfillment, intrinsic motivation for
efficiency and achievement of long-term results, ability for self-education and self-
development, intrapreneurship and decentralization of decisions. Exactly such type of
management system, where self-development of organization is based on self-organization
mechanism related to transition of intrinsic motivation of people (personnel) into corporate
external goals, become up-to-date and prospective in the context of both theory and practice.
And today we can surely say that such companies exist, improve and inspire by their own
example.

In our research work we introduce analysis of three Russian companies’ practices,
which fulfill the process of tactical and strategic management based on principles of self-
organization and self-development. Obviously, there are more of such companies, but we
picked the most illustrative examples from different fields of activities, which differ according
to brand awareness, company size and age. It is notable that each company has already
managed to prove itself as a reliable partner in European countries and currently tend to

expand their performance on international markets.
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1
1.1

Research methodology

Diagnostic model

For the analysis of company performance we applied 2S-system model, including five key

elements: structure, leadership, motivation, learning and culture (Krutova, M. Molodchik,

Pustovoyt, 2012) (Table.). These elements are interrelated and mutually reinforcing. The basic

relationship has been theoretically and empirically grounded in the research into 15

companies of the Perm region. (Krutova, A. Molodchik, M Molodchik, 2015), which accounts

for the use of these key elements and their characteristics in creating original approaches to

the diagnosis of “2C-systems” at the level of the enterprise (Yelokhova, M. Molodchik, 2012)

and the construction of a diagnostic models for the companies analysis.

Tab. 1: Characteristics of key elements of self-developing companies

Self-development and self-

Elements Organizational factors L Benefits for the company
organization of personnel

Structure Decentralization of rights | Adaptivity, independence, self- | Open, flexible, adaptive
and responsibility; | sustainability of departments, | organizational structure
functional flexibility transformation  of  business

model

Leadership Managers of all levels as | Authority of the manager; in- | Leaders of changes; pioneer
leaders of changes; | house entrepreneurship, | work, innovations; high labor
raising and promotion of the | intrapreneurship (personal and | efficiency
new leaders team); healthy internal

competition

Motivation Support of initiative; | Long-term motivation of | Co-entrepreneurialism based on
involvement into projects on | employees as tendency to self- | perception of corporate goals as
improvement of work of | fulfillment; involvement, team | your own goals; common result
department / company; | spirit, commitment; intrinsic | work; high labor efficiency;
public  recognition and | commitment of employees to | loyal and committed employees
achievement  encouraging | contribute into  company’s
system; company | performance; self-leadership
commitment; attractive and
comfortable work place

Learning Learning  within =~ work | Establishment of  unique | Open-mindedness of

Development | process; up and running | competences based on self- | employees; aim for continuous
experience and knowledge | development; ability and | self-development; initiative
exchange; raising of talents readiness to fulfill innovations projects on improvement of

company performance
Culture Atmosphere of trust and | Transformation of employees’ | Company goals are reached

cooperation; team  work
style; clear company values;
initiative =~ and  creative
approach to work is
encouraged

values; acceptance of corporate
goals and matching them with
the personal values

with highest efficiency; positive
perception of changes;
expansion of intrinsic activity
energy of employees

Source: developed based on (Akatov, et al, 2013)

These key elements can be seen as the organizational factors of “influence”, focusing

on employee’s self-development, and ensuring sustainable development of the company.
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The method of case study was used, which helped describe holistic management
models rather than individual methods and tools. We selected Russian companies that meet
the following criteria:

1. The company holds leading positions in the industry;
2. The company actively uses innovations;
3. The company positions itself as a self-developing one.
The analysis was based on publicly available information published in the reports,

periodicals and on the companies’ websites.

1.2 Characteristics of companies
PAKER a research and production company, established in 1992, occupies the leading
positions in Russia, production and service maintenance of packer and anchor equipment for
oil extraction boost activities. Over 700 qualified specialists work in the company.
Company’s declared goal is to become one of the best self-learning, self-developing, and
quick acting companies in the world. The main message of its owner and the Manager — to
manage means to encourage.

The giant of Russian economy — Sberbank of Russia is the leader of bank sector in
Russia. Only in Russia Sberbank has over 110 million customers (over a half of the country’s
population), and around 11 million customers abroad. The number of personnel is around 270
thousand people. At the moment Sberbank sets an ambitious goal — to become one of the best
financial companies in the world. Priority of the bank’s strategy — challenging goals can be
reached by the team of like-minded people, which are united by the common values.

AvtoVAZ is a flagship of Russia’s automobile manufacturing. The company, founded
in 1966 is at the moment the largest car manufacturer in Russia, with around 20% car market
share in Russia and the number of personnel around 70 thousand people. Company’s mission:
we manufacture high-quality cars for affordable prices for our customers, bringing stable
profit to our shareholders, improving the welfare of our employees and raising the value of
our business for the national benefit. AvtoVAZ is the only factory, which manufactures cars
of four brands — Lada, Nissan, Renault, Datsun at one site. This status has been acquired

within the last year and related to the appointment of the new manager Bo Andersson.
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2 Research results
Structure. The key factor, which determines ability of company to innovations, is its
organization structure (Mladkova, 2014). The entire international experience of management
theory and practice shows, that adaptively and self-development are by nature more peculiar
for decentralized management structures. In case of decentralization of rights and liability
such qualities as initiativity, creativity, tendency to self-development are revealed best. Not
incidentally, all the recently founded new concepts of company establishment are based on
decentralized management systems (Hamel, 2012). In particular decentralized structures
provide certain independence for separate departments, groups and employees. In the
reviewed companies they pay much attention to different changes, improvements in
management structure. And even today there are considerable results of those innovations.

One of the first considerable transformations in AvtoVAZ was “lightening of
management structure”. Struggle with bureaucracy is considered to be one of the most
important innovations. In the company they implemented the new form of team work: they
gathered together 150 people in one office in the open room, who work on one project and
responsible for style, engineering, manufacturing, procurements, and logistics. Thus, the team
overcomes bureaucracy in their work. One of the main results of all the innovative work —
increase of company’s profitability.

Focus on team result is the dominating principle of management activities in PAKER.
They say that people should not just receive orders, but see the opportunities to improve
system development process themselves. In order to improve organization and team spirit of
personnel they arrange special interest groups, like a hobby. Such groups fulfill different
production programs. In particular, the principle of hobbyists work, increase of hobbies by
“200%” opens the new horizons in creation of an efficient management system.

Leadership is the key factor of effective organization. At the head of each successful
company, there is a leader, a mastermind, a leader of changes, who is able to challenge, to
inspire, to capture and to lead the employees with him. Specifically the leaders are able to
affect innovative behavior of employees through the daily practice of business management
(consulting, support, recognition of initiative etc.) (Jeroen P.J. de Jong, D.N. Den Hartog,
2007). Effective leadership is the main tool of management within the theory of company
self-development. And it is first of all referred to self-developing organizations. Their leaders

appear to be the basis of innovations establishment and their successful fulfillment. At the
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heart of leadership there are skills, built-in by nature and developed through practical
experience.

The reviewed companies have high leadership culture. There they trust people to
initiate and to develop the new projects, encouraging the raise of the new leaders. In self-
developing companies effective leadership rests upon authority, and not the administrative
enforcement. However, all the analyzed companies’ managers take their own initiative to
develop other leaders by means of mentoring and practical learning. According to the opinion
of companies’ representatives such multilevel leadership is the mechanism, which starts and
maintains self-development and self-organization process. All the analyzed companies place
considerable emphasis on establishment of effective leadership culture and “raising” of the
new leaders.

In order to create the great organization, according to PAKER manager, the special
people are required. That is why, when they establish a candidate pool, they announce
vacancy: “mathematician is required, but we will offer you a position after the interview.”
Such policy really works in Talent search.

President of AvtoVAZ Bo Andersson, the manager, who occupied important positions
in the most famous companies in the world, managed to change the company in a short
period, by placing a priority: “work for team and improvement of current situation”. The most
important in his opinion is to trust people and to give them opportunity to be proud of what
they are doing.

Every year the president of Sberbank German Gref addresses to his employees with
encouraging speech, which sounds like a challenge, a mindset and an inspiration. On the fifth
page of “Development strategy 2014-2018 of Sberbank there are words of Howard Schultz,
the founder and manager of Starbucks Coffee: «You can't expect your employees to exceed
the expectations of your customers if you don't exceed the employees' expectations». This is
exactly the priority message of leadership, which determines development of the company.

Motivation. The main driving force for transformation and improvement of
performance in self-developing organization is the mechanism of intrinsic motivation. Mainly
based on intrinsic motivation employees are getting involved into company developing
process. Motivation for self-developing is a process of conscious substantiation and voluntary
choice of the behavior method made by an employee, focused on improvement of company
performance (Esaulova, 2013). In self-developing companies the main condition of positive

changes initiated conscientiously by the employee without clear external regulating influence
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is a co-orientation of goals and behavior vectors of employees and company interests
(Molodchik, 2001). Scope of work, positive emotions are directly related to the general
satisfaction with the job, which, obviously, supports innovative behavior of the employees
(Sanders, Moorkamp, Torka, Groeneveld, Groeneveld, 2010) and establishes motivation for
self-development.

In the analyzed companies they encourage ambition of employees for self-
improvement and achievement of outstanding results in their work. The key characteristic of
the team is the team spirit and team work. Employees demonstrate their commitment to the
values and interests of organization, they are initiative and involved into the process of
changes. In each company they support and take creative approach to work as a basis on the
part of employees.

The management of companies understands that for the involvement, initiative and
creativity they need to establish the right balance between the work and life of the employees.
For this purpose they create conditions and comfortable environment. Special attention is paid
to the corporate benefits package: medical service, resort and sanatorium therapy,
organization of family vacation, sports etc. And it is important to note that each company
maintains the salary on the level enough for the employee to have opportunity to concentrate
on work (Esaulova, Semenova, 2014).

The head of PAKER company says that well-balanced system of employees’
motivation can move mountains, make the workers take a fancy for a company and take its
troubles and joys as their own. In Sberbank, except for the financial motivation they pay much
attention to public recognition. In the bank they have special rewarding system for
distinguished employees — privilege to take part in conferences, representing the bank,
internships, payment for additional education, state rewards and badges of honor.

Learning. The main source of changes in self-developing organizations is a human
being. Quality and speed of learning determine the potential of company growth. Processes of
obtaining, generation, distribution and materialization of knowledge take place on the level of
an employee, a group, inter-corporate cooperation and appear to be self-organized.
Consequently the source of knowledge is both internal and external environment of company:
its employees, partners, customers, suppliers. And here, firstly, people should want to develop
themselves, which is to have motivation, secondly, for establishment of competitive
advantages they should work better, which is to have better qualification. It is unique

knowledge and skills which establish innovative competency of employees, and as a result
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promotes the development of proactive innovative behavior (Esaulova, Linkova, Merkusheva,
2014). In other words the worker should understand that efficiency depends on the depth and
relevance of knowledge, variety and the fluent skills, required by the company.

All companies try to make continuous development a part of corporate culture,
actively involving personnel into development programs. In each company they encourage
initiative from the “bottom”. It is considered normal that each employee tries to get better
work result, and decides himself how and through which methods to increase his
professionalism by the required level.

In Sberbank they tend to provide employees opportunities for realization of their
potential and achievement of career success. In the bank there is a system of preparation of a
candidate pool through development of key competences. For the employees with high
potential they form individual development plans, valuable offers. Promotion of the promising
employees can not only satisfy the bank’s demand in qualified personnel through internal
resources, but also clearly demonstrates the others opportunities for professional growth.

Culture is the foundation of self-development of the company. Organization culture
and values determine psychological climate in the company, attitude to innovations,
development of creativity and initiative of employees. This is informal and rather difficult-to-
form management element. Based on traditions, private examples, authority, and on the
values that has been established for a long time, organization culture is a very effective
management tool, as well as the powerful factor of the employee’s intrinsic motivation for
self-development (Esaulova, Semenova, 2014). Organization structure is either a base of
power or a bottleneck on the way to creativity and innovations (McLean, 2005), acting as a
factor of stimulation or dragging of company development (Komarov, 2012). In other words,
only well-established organization structure appears to be a fertile ground for development of
initiative and creativity of each employee and encourages co-orientation of values of both
organization and personnel.

In the corporate culture of all companies the pay special attention to the unity or
harmonization of employees’ goals and interests, departments and company as a whole. The
company values approve self-fulfillment of employees, encourage for success and
recognition. Organization climate is characterized by a high level of trust, sociability and
participation. Organization encourages employees to formulate and to reach their goals by

themselves, take responsibility.
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PAKER positions itself as an open platform for exchange of experience, opinion,
achievements and failures. For this purpose they built the system of guest’s acceptance. All
achievements are discussed in public with wide audience in the form of a dialogue. Remarks
of guests are our future work plans, they say in the company.

The single mechanism of work with innovative and labor-saving proposals for
Sberbank performance is the project “Market of ideas”. Over 50% of employees take an
active part in improvement of bank performance. Effect from implementation of proposals
accounts for billions rubles. The values of Sberbank are the basis of attitude to life and to
work, internal compass, which helps to make decisions in difficult situations. Those principles
and milestones: | am a leader, we are a team, and everything is for a customer.

In all three companies much attention is paid to creation of a “discovery” environment.
The head of PAKER company says, that without chaos there cannot be any breakthrough,
therefore, you should not be afraid to move forward, “breaking the walls”, overcoming the
barriers. In the companies they admit that chaos people and creative people are revolutionists

of production and potential of the company.

Conclusion
The reviewed companies are united by the capability to changes and moving forward,
considering and surpassing the up-to-date market developments; consistent orientation in
rapidly changing technologies and preferences of customers; open and fair competition.
Common results for all companies, received through the introduced diagnostic model are the
following:
1. Employees’ potential development orientation, their initiative and creative
approach to work. All companies have learning by experience programs, fulfilled in
a form of projects on improvement of departments’ or company’s performance.
Much attention is paid to revealing, development and retaining of talents. This area
is not only related to the task of “raising” the leaders, but also establishing of
innovative company core by creation of a group of employees, who have enough
analytical and project competency for taking part in complicated cross-functional
projects. Systematic and continuous exchange of knowledge and experience is
normal daily living activities for a company.
2. Motivation of personnel is established based on increase of involvement, activity

and commitment of company employees. Those factors are supported by creation of
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attractive work conditions for personnel (salary, benefits), system of public
recognition and the range of benefits for the best employees (participation in
upscale conferences, status of an expert, mentor etc.).

3. Fundamental background for transition of a company to self-developing model is
an establishment of a culture, where (a) openly and systematically the values of
individual development and growth for innovative development of company are
declared; (0) initiative and creativity at all levels are encouraged; (B) managers
demonstrate commitment to company values and leader behavior.

As a result, development and motivation of personnel based on company values
encourage establishment of employees’ behaviors patterns, supporting and initiating positive
changes to the benefit of company development.

Questions and problems of self-developing organizations establishment introduce the
certain trend in the field of the latest management technologies. High-performance companies
extensively implement mechanisms and methods of self-development, as a result establishing
competitive advantage, and determine success on the world’s economic arena. Therefore
research of internal factors and management mechanisms in those companies is an important
branch of contemporary science, in terms of which they can get applied substantiation of

management behavioral concept.
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INNOVATION PERFORMANCE OF THE SLOVAK
REPUBLIC AND ITS REGIONAL DISPARITIES

Milan Fil’a — Jozef Kucera

Abstract

One of the most important lessons of the past two decades is the key role of innovation in
economic development. The accumulation of the innovation capacities plays a central role in
the growth dynamics of all successful developing countries. Innovation is the driving force of
each economy, economic competitiveness, and an essential component of the knowledge
economy, which is based on the production of higher added value. However, the innovation
performance and potential differ significantly among the EU regions, as in Slovakia. Using
statistical methods, this research article provides insight into the causal relationship to the
regional development rate measured in terms of GDP per capita and investments in R&D, to

indicate the significant regional disparities in Slovakia in the field of innovation performance.

Key words: Innovation, innovation performance, competitiveness, European Union, regions —

NUTS, SME

JEL Code: 013, O30

Introduction
For more than 50 years, since the neoclassical theory of economic growth composed by
Robert Solow was introduced, researchers and economists all over the world are trying to find
an answer to question of different levels of successful economic growth and prosperity.

A search for new ways of understanding growth followed, and out of this emerged a
new perspective on economic growth, which put technology and innovation, rather than
capital accumulation, at the front. Increasingly, the ability of a poor country to catch up with
the rich was seen not only — or mainly — as a reflection of its ability to generate (or attract)
sufficient investments, but also of its capacity to absorb existing and generate new

technologies (e.g. innovate), Fagerberg (2010).
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1 Innovation policy and performance within the EU and the

Slovak Republic

Innovations represent a driving force of all knowledge economies. At the very beginning it is
necessary to explain and closely characterize the term itself. One of the most popular Slovak
definitions of "innovations" can be found in publication "Innovation and Companies" TTSK
(2010), where innovations are defined as introducing and implementing of new, or much
better product (goods or services), process, new marketing method or a new organizational
method in company practice, working environment of all organizational parts or in external
relations. The most acclaimed form of explaining the term innovation is at present a
comprehensive definition in the Oslo manual, Kovacova (2007), which was published in 1997
by OECD (OECD, 1997): ,,Technological innovations of products and processes (abr. TPP
innovations) which include new products and processes based on new technologies, or
significant technical improvements of already existing products and processes. TPP
innovation is implemented when the product is launched to the market (product innovation) or
a new process innovation is introduced (process innovation).“ OECD also defines four basic
categories of innovations which create a base for further evaluation of innovation
performance of companies and regions. We consider the following categories:

- product innovation,

- process innovation,

- organization innovation,
- marketing innovation.

Second important term 1is the innovation performance. Level of innovation
performance can be expressed by comprehensive methodology, which is used by the
European Commission used to compare innovation performance of its member states and
individual regions of the EU, while it also uses the scheme of several basic indicators, such
as:

- European Patent Office, www.epo.org

- Human resources in the area of science and technology (% of population)

- Participation in lifelong education (age of 25-64)

- Public expenses for research and development (% GDP)

- Company expenses for research and development (% GDP)

- Employment in medium-tech and high-tech production (% of overall work force)
- Employment in high-tech services (% of overall work force)
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- EPO1 patents (per one m. citizens) [4]
1.3 Innovation policy and innovation performance in the EU

Innovation policy of the EU is based on the support of enterprise sphere. This helps to
contribute towards better industrial performance and so to support meeting broader social
objectives such as industrial growth, increased employment rate and competitiveness of the
industry within society and its sustainability. One of the key documents supporting growth of
investments into innovations and innovative solutions is Strategy 2020, approved by the
Committee in 2010. This strategic document also confirmed the Lisbon Strategic Aim to
increase the investment ratio into science, research and innovation at least on the level of 3%
GDP of the member countries.

At present, except Sweden and Denmark, none of the member countries fulfils the set
objective of the investment ration on science, research and innovation. The investment at
present reaches the EU average of 28 individual investments into innovation (science and
research) which represents 2.01% of the GDP. To reach the set innovation goals the EU has
proposed 10 following measures:

1) To continue in investments into innovation regardless of saving measures.

2) To improve the quality of Europe and individual state internal systems of research and
innovation.

3) To modernize educational systems at all levels.

4) To use the EU research area for improving cooperation of innovators and researchers.

5) To simplify the approach towards European programmes.

6) To commercialize innovations — improve the links among scientists and enterprises.

7) To dispose of the barriers restricting the introduction of new ideas into market — more
functions for the SMEs sector.

8) To establish European partnerships this would support and accelerate the research,
development and introduction of innovations to the market.

9) To improve innovations in the public sector.
10)  To support the cooperation with international partners and open up the
opportunity of the EU support programmes.

! European Patent Office, www.epo.org

41



Proceedings of the 3™ International Conference
Innovation Management and Corporate Sustainability, 2015

Fig. 1: The ratio of investments into innovation in % GDP within the EU member states
in 2013
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Source: EUROSTAT, 2014

Among the investments into research and development and the innovation
performance there is an explicit correlation and therefore a higher % of costs into research and
development that logically increases also the innovation performance of an individual
country. A typical example is Sweden which in long term spends on research and
development in the comparison with the GDP the biggest amount of financial means and so it
represents the leader in innovation performance among the EU member states. The difference
in the amount of investments among the selected old and new EU member states is becoming
to shift — e.g. the Czech Republic which spent in 2013 up to 1.91% of the GDP on research,
development which represents the minimum difference when compared to the Netherlands
which spent 1.98% of its GDP. The following graph shows the research and development of
innovation EU performance average of Sweden, the Slovak Republic and the Czech Republic

on the bases of the available data.
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Fig. 2: The innovation performance research of the EU average performance of Sweden,
the Slovak Republic and the Czech Republic.
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Source: European Commission, 2014, individual estimate of trends 2014-2015

1.4  Innovation policy and innovation performance in the Slovak Republic
The Slovak Republic continually and on the long term basis significantly lags (see Graph 1) in
the ratio of investments into innovation behind the EU average and also in the innovation
performance which has a long-term negative impact not only on commercial competitiveness
of the country. From the long-term prospective is in the Slovak Republic considerably
underdesigned science, together with applied research and development of new products,
services, processes and methods. At the same time in the relative manifestation enhances the
difference between the developed Europe and the overall average of the EU countries and the
Slovak Republic. In the period of 2006-2013 the Slovak Republic reached the pace of the
innovation performance growth in the ratio of 1.49% annually, while the EU average reached
1.66%, the Czech Republic 1.72%. The innovation leader, Sweden grew in the given period
only by 0.35%, but in the long term period it keeps a steady growth and occupies top ranks
(within innovation performance measurements), especially due to stable amount of
investments on research and development and the creation of innovation-friendly
environment. For the minimum balance of the EU average, the Slovak Republic will have to
considerably increase the investments into research and development/innovations and create
such an environment — mainly business environment which will enable the development of

the innovation potential of the country.
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Following the actual unfavorable development of investments into innovations and
innovation performance was in November approved by the Slovak government a manual
named: ,From knowledge to prosperity — Strategy of research and innovations for an
intelligent specialization of the Slovak Republic®. This manual defined following vision,
fulfilment of which should lead up to the year 2020 to the transformation of Slovak economy
to knowledge economy (Government of the Slovak Republic, 2013): ,,To encourage structural
change of the Slovak economy towards the growth based on the increase of the innovation
ability and excellence in R&I with the aim to support sustainable growth of incomes,
employment rate and quality of life. «

The vision in question should be fulfilled by means of 4 strategic aims:

1) To deepen the integration and attachment of key industrial sectors which
increase local added value by means of cooperation of local supply chains and
support their mutual chaining.

2) To increase research contribution to the economic growth through global
excellence and local relevance.

3) To create dynamic, open and inclusive innovation society as one of the
assumptions of better quality of life

4) To improve the quality of human resources for the innovation Slovak Republic

For the completion of the individual strategic aims and fulfilment of global vision,
there have been designed few individual measures. Individual measures aim particularly at the
support of entrepreneurs and creation of business-friendly corporate environment. They also
aim at intensification of science and research development, innovation projects improvement
and general enhancement of the school educational system. Recent intensity of innovation
support (or science and research support) can be evaluated by means of investments into the
given field.

From the given graph we can see that although in the given period of time the support
of research and development was growing but not in a sufficient speed. For example, in the
comparison with the Czech Republic, where the state participate in the financing of the given
field with the ratio of 0.87% GDP in 2013 and enterprise sphere with up to 1.03%, we still lag
behind. Interesting is the comparison of science and research financing by the enterprise in the
majority of the EU countries, private sources are dominant over state sources. In the Slovak
Republic dominates financing of the innovations by public sources. This fact indicates that the
transformation to knowledge economy is going to be up to the year 2020 very difficult task to

fulfil. This is because it is enterprise sphere and intensity of the research conducted by
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enterprise sphere (with the direct connection to the school education system) which are

relevant indicators of knowledge economy development in a given country.

Fig.3: Investments into innovation/science and research in the Slovak Republic
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At the end we can compare actual intensity of the innovation performances in the
aspects of product/process and marketing/organizational innovations which represents % ratio
from the overall number of enterprise performances in the SME segment. From the graph it is
evident that the Slovak SME lags behind the EU average and the biggest difference can be
seen when compared with Sweden (leader in innovations). This situation is primarily caused
by low costs into research and development in enterprise sector and also by the focus on

activities with lower added value.

Fig. 4: Innovations in the SME sector in 2014

product/process innovations marketing/organizational innovations

47,4

42,1
384 40,3

EU in average

Source: European Commission, 2014
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2. Regional disparities in innovation performance in the Slovak

Republic

If we focus on the evaluation of innovation performance of individual Slovak regions, we
come to a very similar conclusion as it is in the case of evaluation in other countries of the EU
28. There exist significant differences between the Bratislava region in the western part of the
Slovak Republic and the rest of the country, whereby notable difference can be already seen
also between the Bratislava region and other regions of the western Slovak Republic. This is
the fact that is valid in the evaluation of the number of researchers and development
employees as well as in investments or in total costs of R&D whether in enterprise sphere or

public sphere.

Fig. 5: Current expenses into research and development in the Slovak regions

Slovakia - NUTS level and % share of Slovakia - NUTS level and EUR
expenditures million

. , , = Bratislava m Zapadné Slovensko
= Bratislava m Zapadné Slovensko

i } i = Stredné Slovensko m \/ychodné Slovensko
m Stredné Slovensko m VVychodné Slovensko

Source: EUROSTAT, 2014

In the Slovak Republic are the most striking regional disparities in the financing of
research and development especially when compared with the Bratislava region (within the
scope of which are re-invested up to 57% of the whole amount of investments into the given
field in the SR) with the rest of the country (e.g. in Central Slovakia only 15.55 %).

In addition to simple graphic comparison we also focused to investigate the
relationship between the level of gross domestic product and investments in research and
development. When examining this relationship, we used regression and correlation analysis
examining causal dependence of one dependent and one independent variable. After the initial

analysis through visual assessment using X to Y depending chart we chose a suitable
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mathematical function of which the curve best reflects the relationship between observed
variables. In 3 of the 4 cases, an exponential function showed preferable, which suggests that
expenditures in R & D rise with rising GDP exponentially. In layman's terms, the ability to
increase R&D spending is faster than the need of GDP growth. For one analysis polynomial
second-degree model has been used considering the nature of the data applied, which differs
from the exponential model by the type of mathematical curve used to quantify the
relationship between variables. The principle of the rest of the analysis is identical as in any
linear and nonlinear dependence. The usage of the least squares method, which forms the
basis of this regression and correlation dependence is standard in the presence of linear
dependence but even for non-linear relation which can be adapted to linear dependence of
parameters by using a suitable transformation.

Exponential function has the form:

y=>b0*blx

Second-degree polynomial function has the form:

y=>00+blx + b2x2

Interpretation of parameters will be explained on concrete models of the GDP to

spending on R&D dependence. All models were evaluated through several indicators:

e The correlation coefficient (depending force)

e The coefficient of determination (depending tightness)

e ANOVA ((statistical importance of the model as a whole)

e Statistical significance analysis of the exponential function parameters (locating
constant and regression coefficient)

The resulting parameters can be used to interpret the model and define the relationship

between GDP and expenditures in R&D.

Analysis between GDP and expenditures in R&D have been drawn up at NUTS 2
level - studying the changes of investment in R&D of Bratislava, The Western, Central and
Eastern Slovakia, depending on their regional gross domestic product levels.

The exponential model used to analyze the Bratislava region has proved to be
statistically significant (Significance F — F test for statistical significance of the model is at
1.448-08, which is considerably less than 0.05, therefore we accept the hypothesis of the

model significance).
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The strength and suitability of the model evaluated using correlation coefficient
(0,967) and determination (0,937) claim strong dependence and high percentage of
explanation ability of expenditures level in R&D by GDP level. Parameters of the model are

found to be statistically significant, as both P Values will be well below 0:05.

Fig. 6: The Dependence of investment in R&D by GDP (Bratislava Region)
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Source: Own research, 2015

Growth rate of expenditures in R&D depends on GDP growth, and can be expressed
by mathematical relationship:

I nvestment in R& D = 3.9670-0000635" GDP

Fig. 7: The Dependence of investment in R&D by GDP (Western and Eastern Slovakia)
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Source: Own research, 2015

The same principle of the model description can be applied also for the Western and Eastern
Slovakia, the value of indicators and parameters are listed in the following chart.
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Chart 1: The values of indicators and parameters of regression and correlation
relationship analysis of GDP and investment in R&D

Region | Coefficient | Coefficient of F test of P Value of P Value of Value bo Value bi
of determination | significance | parameter bo | parameter b:
correlation
Zap. S 0,964 0,927 2,795E-08 5,090E-15 2,795E-08 2,816 0,0000807
Vych. S 0,941 0,885 5,319E-07 3,404E-06 5,319E-07 1,44 0,0002537

Source: Own research, 2015

The conclusion is similar to that in the Bratislava Region - both models show a strong
dependence with relatively high percentage of expenditure variability explanation in R&D
depending on GDP. Both models are highly significant, including all parameters.

However, as it is already seen in the XY dependence graphs, steep slope in view of the
Bratislava region compared to the Western and Eastern Slovakia suggests that Bratislava can
response the most flexibly to the need investment in R & D when increasing GDP.

As mentioned, a polynomial of the second degree showed as the most appropriate
model for the Central Slovakia, and thus the response curve may be approached to the

response curve which is the result of the quadratic function.

Fig. 8: The Dependence of investment in R&D by GDP (Central Slovakia)
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After adjusting the input parameters (for the achievement of the linear regression in
parameters) we get a statistically significant model (F test of statistical significance =
0.0000789), in which 82% of investment in R&D variability rate can be explained by
increasing of the GDP. The relationship between variables can be monitored in this case by

the following relationship:
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I nvestment in R& D = 2.169E-06 * GDP? — 0,026 * GDP + 88.16

It is not surprising that the most economically developed region of the Slovak
Republic invests into research and development the biggest amount of money. Bratislava as
the only region of Slovakia has a tendency of intense transformation to a knowledge economy
based on innovation and significant investments in R&D. This trend will widen even more so-

called "scissors ‘of the regional disparities in the Slovak Republic.

Conclusion
Globally it can be stated that the situation of the innovation support policy in public as well as
in private sector is more than alarming. In the long term, the Slovak Republic doesn’t only lag
behind the average of the EU-27, but also behind several neighbouring countries. This
intensifies its vulnerability in the field of the competitiveness preservation of our economy in
harsh competitive environment of Europe. Even more striking are problems in individual
regions. With the exception of the Bratislava region, the situation in the rest of the Slovak
Republic, thus in all other regions, is very bad. Also in this field takes still place deepening of
differences between Bratislava and the rest of the Slovak Republic which is also reflected
negatively on the employment rate and investments inflow to the regions. Among the most
fundamental reasons of an insufficient innovation performance of the country and regional

disparities in the given field are:

- insufficient support of SMEs activities in the Slovak Republic,

- absence of regional innovation centers,

- absence of high-tech incubators,

- lack of qualified work force, whose education would reflect actual market needs,

- insufficient support of applied research and development from the state and public
administration prospective,

- insufficient cooperation of enterprises and public research and educational institutions
(universities, vocational schools, research institutes),

- difficult access to the EU resources which are allocated for the support of science,
research and innovations,

- insufficient government and regional support for fulfilling the innovation Slovak and
European Union policy in Slovak conditions,

- absent strategic concept of change from manufacturing economy to knowledge
economy,

- inconvenient spectrum and technical conditions of regional infrastructure
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EDUCATION AND TRAINING: THE TERMS
CREATIVITY AND TVORIVOST AND THE COMPRHENSION
OF THE TERMS IN A CZECH LANGUAGE ENVIRONMENT

Emilie Frankova

Abstract

The paper first clarifies the understanding of the “international” usage of the term, creativity
and the “local” term, tvorivost. It presents the process to exam the significance associated
with the terms using a qualitative methodological procedure called mental mapping. Using an
analysis of the content of the obtained mental maps it identifies the similarities and
differences in the understanding of the terms. The results of the mental map for the term,
creativity are compared with the results of the mental map for the term, tvofivost, among

others using fictitious mental maps.

Key words: creativity, tvofivost, mental mapping, meaning associated with the term

creativity

JEL Code: 125, M12, A29

Introduction
The terms “creativity” and “tvofivost” are considered synonymous by the researchers in the
creativity field in the Czech language environment (see. e.g. Hlavsa, 1985; Encyklopedicky
slovnik, 1993; Frankova, 2011).

The author’s long practical experience in teaching and publishing shows that the
general public feels a difference between these two terms. This is obvious e.g. when it comes
to the representatives of the publishing houses, who prefer the term “creativity” in the books
for the managers and employees dealing with creativity in the professional field, whereas the
publications designed to develop children’s skills and abilities often work with the term
“tvotivost”. Also the university students, who completed the courses focused on developing
creativity, i.e. tvofivost taught by the author, quite often state in their individual essays the
connection “creativity and tvofivost” while the context clearly shows that they are not

considered synonymous. Therefore, the author of this article conducted an empirical study in
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2015 to examine the content of these concepts in minds of her students. This article presents

this qualitative study and its results.

1. Researched Terms in English and Other Languages
Both the “international” term creativity and the “domestic” term tvofivost are used in the
Czech language. The situation is similar in other languages. The Slovak language, which is
the closest language to Czech, also uses the pair of terms kreativita and tvorivost and the
dictionary refers to both kreativnost’ and tvorcestvo. In German we can find die Kreativitit,
but also e.g. die Schaffenskraft (Frankova, 2000).

The term creativity comes from the Latin verb "creare" (create, procreate) and many
Latin based languages such as English, French and Italian adopted it. The Czech word
"tvotivost" comes from the root tvor that reminds both the living entity (tvor) and its creation
(vytvor); similarly in Slovak, Russian, Polish and other Slavic languages (Hlavsa, 1985).

Both the Czech tvofivost and originally Latin creativity can derive other terms for
differentiating specific shades of the exact meanings — sometimes with the Czech version as a
more suitable base, other times with Latin. When taking the common usage of both terms into
the account we are facing an issue that is dealt with in this article: how do people perceive

tvofivost and how do they perceive creativity? What content is attributed to these terms?

2. Research Aims and Research Methods

2.1. Research Aims
The aims of the part of qualitative research presented here were:

e to evoke associations related either to the term creativity or term tvofivost in every
respondent’s mind;

e to capture the content and structure of these associations using the mental mapping technique;

e to keep a record of associations of the first order for each of the terms and categorize them;

e to compare the results of mapping of the term creativity with the results of the term tvofivost
and identify their correspondences and differences in understanding the terms explored;

e to comment upon the discovered correspondences and differences in understanding the
explored terms and highlight the practical implications for the content and organization of
tuition that focuses on findings from the field of creativity and creativity development;

e to formulate suggestions for further research.
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2.2 Methodology and Research Sample
A qualitative methodological procedure called mental mapping was used here to identify the
content of the examined terms in minds of the respondents. This procedure is recommended
and used by several authors although their approaches to application and focus of the method
differ slightly (Frankova, 2011). However, the method always uses the fact that a human brain
emits thoughts in all directions and works with associations (Buzan, T., 2007; Buzan, T. &
Buzan, B., 2008; Garavan & Deegan, 1995; Koh & Tan, 2006). Mental mapping therefore
starts with an intentional induction of theme-oriented thought processes whose content and
structure is drawn in a spatial model (metal map) by an individual/a respondent. To create a
mental map, only a blank sheet of paper in A4 or A3 format and a pencil are needed (ideally
coloured pencils). The individual - author of the mental map - starts working by writing or
drawing a mapped theme in the centre of the paper and his/her task is to capture his/her
thought processes that unwind from this central point and their final structure? (Frankova,
2011). The use of mental mapping thus enables us to identify the content of a given term from
the perspective of a respondent in the form of mental mapping (Frankova, 2013).

In this study we deal with semantic planes associated with both the term creativity and
— with other respondents — the term tvofivost. The individual mental maps were prepared by
the students of the University of Economics at the beginning of courses on creativity and its
development, i.e. before starting their own learning. The mental maps were created in four
working groups, whereas the term creativity was a central point for two groups and the term
tvotivost for the other two.

For purposes of this study 10 mental maps from the first two groups were processed.
Their authors — men aged from 21 to 25 (average age 23,00 years) — did not state any
educational background in the field of creativity and after having created the map they
mentioned that in their opinions the terms creativity and tvofivost are not synonymous.
Additionally, 11 mental maps from the other two groups were processed. Their authors — men
aged from 22 to 26 (average age 23, 60 years) without any educational background in the field
of creativity mentioned after having created the map that in their opinions the terms creativity
and tvofivost are not synonymous.

For processing of all the obtained qualitative data the following methods were

used: the method of enumerating of all the obtained associations of the first order, the method

of inductive creating of content categories and the comparative method that leads to

2 For a detailed description of mental map creation see e.g. Buzan, T., 2007,
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identification of certain correspondences and differences in the gained content of the

examined terms.

3. The Results of the Map for the Examined Terms

Tab. 1 shows all the associations of the first order received from all the 10 analysed mental
maps on creativity (the associations of the first order can be regarded as associations mostly
connected with the term given). These associations are classified by the identified content
categories. Tab. 2 presents all associations of the first order received from all the 11 analysed
mental maps on tvofivost; these associations are also classified by the identified content
categories.

Tab. 1: Associations of First Order for the Term CREATIVITY

Identified categories Associations of first order

Idea, thought, mind, thinking e jdea=2

e free thinking = 1

systems thinking = 1
openness = 1

free thinking creativity = 1
paradigm = 1

detached view = 1
reflecting = 1

mind = 1

Creativity creativity = 1

Creation e glass office buildings = 1

Process o reflecting= 1

e brainstorming = 2
e thinking =2

e process =1
improvisation = 1
creation = 1

Originality originality = 3

new ideas =2

fresh thinking = 1

new approaches = 1
different perspective = 1
uniqueness = 1

inventing of new dishes = 1

Artistic, arts arts =4
paintings = 1
o films=1

e statues=1

e literature =1

e photography = 1

entertainment = 1
rest=1

Entertainment, excitement

Person, team person = 1
team= 1
team (member) = 1

creative type = 1
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e personalities = 1

Manual work e manual creativity = 1

Specific creative e Milka Mondelez = 1
organizations e Apple=1

Marketing e marketing =2
ads =1
analytics = 1

Design design =4
draft=1
graphics = 1

fashion = 1

Business area companies = 1
departments = 1
open space = 1
work = 1
practice =1
salary = 1
technologies = 1

innovation = 2
competitive advantage = 1
effectiveness = 1

business = 1

Innovation, competitive
advantage etc.

Quality, ability quality= 1

ability =1

imagination = 1

soft skill = 1

courageousness, assertiveness = 1
self-knowledge= 1

initiative = 1

activeness = 1

e activity =1

Colourfulness, colours e colourfulness =1
e colours=1
Jokes e jokes=1
Admiration e admiration = 1
Trend o trend=1
Unclassified answers school = 1; shortage = 1; society = 1

Source: the author

Tab. 2: Associations of first order for the term TVORIVOST

Identified categories Association of the first order

Idea, thought idea=3

ideas =1

thought, thoughts = 2
fantasy = 1
imagination = 1
intuition = 1
inspiration = 1

Creativity

creativity =7

Creation

interpretation = 1
creation = 2

to create = 1
product = 1

cars = 1
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e constructions = 1

Process e creative process = 1
e process =1
e creation =1

Lego, models lego =2

models = 1

Originality originality = 4
novelty =1
something new = 1
unique thoughts = 1

individuality = 1

Artistic, arts artistic = 1

arts=4

music = 1

art lesson = 1
origami = 1
workshop, studio = 1

Positive experiences entertainment, enthusiasm = 1

joy=1

zeal = 1
happiness = 1
success = 1

brain = 1
hemisphere = 1

Brain

Children children =2

manual work = 1
carpentry = 1
cook =1

hands =1

Manual work

HELL =1
ADOBE =1

Specific creative
organizations

Sources time = 1
space = 1
means = 1
people =1
limitations = 1

Quality, ability quality, ability = 1
ability =1
inventiveness = 1
initiative = 1
ambitions = 1

Business e business = 1

Mistakes e mistakes =1

Unclassified responses of | sphere = 1; real = 1; unreal = 1; VSE (University of Economics) = 1; map = 1;
different content grain = 1; village = 1; psychology = 1

Source: the author
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4. Correspondences and Differences in Understanding the Content

of the Examined Terms

To compare the correspondences and the differences, Tab. 3 displays the number of
associations in the main content categories obtained by the method of inductive
categorization. Fictitious mental maps prepared on the basis of the obtained results also offer

the comparison of correspondences and differences in the graphical form.

Correspondences and differences listed in Tab. 3 and the displayed fictitious maps
indicate that whereas the respondents in both groups associate the examined terms within the
categories “idea, thinking, mind, creation process” (and “brain”), “originality” and “arts”, the
differences can be found primarily in the categories related to work activities and company
affairs. The respondents mapping the term creativity reported a total of 26 associations of this
kind (whereas one association was connected with manual work), whereas the respondents
mapping the term tvofivost only found 10 associations (7 associations were related to manual
work). “Creation” was mentioned in 7 associations with the term tvofivost and 1 association
with the term creativity. Issues related to various resources occurred in the term tvofivost, not
in the term creativity. The associations with the term creativity contained the references to a
creative (adult) human or alternatively a team, whereas the associations with the term
tvotivost had no such references (in two mental maps here the association “children” were
recorded). When having examined the term tvofivost in the mental maps, there were 7
associations to the term creativity discovered, whereas creativity was associated with the term

tvotivost only once.
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Tab. 3: Compared Correspondences and Differences in Understanding the

Content of Examined Terms

CREATIVITY | TVORIVOST MAIN CONTENT CATEGORIES
18 13 idea, thinking, mind, creation process
11 0 marketing, design
10 8 originality
9 9 arts
9 5 quality, ability
7 0 business area
5 1 innovation, business, competitive advantage
5 0 person, team
2 5 positive experiences
2 2 specific creative organization
2 0 colourfulness, colours

1 7 creation

1 7 manual work
1 0 jokes

1 0 admiration
1 0 trend

1 - tvorivost

- 7 creativity

0 2 children

0 5 sources

0 2 brain

0 1 mistakes

3 8 unclassified categories
89 82 SUM

Source: the author

Fig. 1: The fictitious mental map displaying the number of associations of the

first order for the term creativity

idea, thinking, etc
20,22%

business area, etc.
29.21%

originality
11,24%

Arts
10,11%

quality,,ability
10,11%

Source: the author
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Fig. 2: The fictitious mental map displaying the number of associations of the

first order for the term tvorivost.

arts
10,11%

idea, thinking, etc.
18.29%

creation
8.54%

originality
9,76%

manual work

8,54%

creativity
8,54%

Source: the author

The study in this article points to interesting results usable for the choice of content
and organization of teaching focused on findings from the field of creativity and practical
development of creativity. A deeper clarification of terminology used in the scientific texts on
creativity is recommended at the beginning of the course together with the discussion on how
the clarified terms are understood by the course attendants. The language used in teaching and
the rate of content sharing of the terms used by the participants is an important indicator of
understanding the taught scope of knowledge. When the same meaning is shared among the
course participants, it facilitates their understanding within the course and improves their
emotional wellbeing. It is extremely important at the stage of creativity development and
creative skills training. This increases their chances of not only successful completion of the
course and gaining an individual contribution for their own development, but also of
understanding the relevant publications for consequent self-study. When the meanings of the
used terms are not shared among the people, there are misunderstandings and
misinterpretations, whereas the negative consequences of this phenomena not only impede the
study but they may also lead to problems, conflicts and social and economic losses within the
working environment outside the school with majority of people not being aware of what the
cause of these misunderstandings and losses is.

Although the results of mapping of the terms examined are in accordance with

previous practical experience of the author that gave rise to this study, it is necessary to
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understand the results due to the number of respondents as a kind of pre-research. In
subsequent studies, it is advisable to focus not only on the mapping results of the content of
the terms with a larger number of respondents, but also on application of other qualitative and
eventually also quantitative methods, the results of which may highlight other aspects of the

researched questions.

Conclusion
The paper focuses on terms “creativity” and “tvofivost” and the understanding of these terms
by the students of the University of Economics in Prague. The meaning of the terms in the
students’ minds is examined using a qualitative procedure called mental mapping. This
procedure enabled us to record the associations of the first order for each of the two terms and
categorize them. The correspondences and differences in understanding of the above stated
terms were presented and commented upon and practical consequences and suggestions were

formulated for further research.
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IMPLEMENTATION OF THE SUSTAINABLE
ENTREPRENEURSHIP PRINCIPLES IN CORPORATE
PRACTICE WITHIN THE CZECH REPUBLIC AND THE
SYSTEMIC SUPPORT OF FURTHER EXPANSION

Stépanka Hronova — Vilém Kunz

Abstract

The topic of sustainable entrepreneurship has received considerable attention worldwide. The
importance of issues connected with the wide implementation of Corporate Social
Responsibility (CSR) principles in the Czech Republic has increased since the country’s
accession to the European Union. This paper explores possible ways to implement sustainable
business practices in the Czech Republic as well as its further development. Moreover, it
includes the identification of key areas of importance to the process of systemic support of
sustainable business activities. The article also presents the results of an empirical
investigation that maps government support of CSR among selected companies in the Czech

Republic.

Keywords: sustainable entrepreneurship, corporate social responsibility, implementation of

the CSR principles, sustainable business activities, the Czech Republic, empiric research

JEL Code: M14

Introduction

Corporate Social Responsibility is a complex and broad concept on its own which in addition
serves as the fundamental basis for other partial concepts focused on particular areas of
socially responsible behaviour of companies. Comparatively large width of the CSR concept
as well as its unrestrained development has caused very high terminological disunity.

Even though the term Corporate Social Responsibility has been discussed for more
than half a century, there currently still does not exist any universally applicable and uniform

worldwide definition.
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In our opinion, it is caused mostly by the fact that CSR is based on voluntariness and it
does not have any strictly defined boundaries thereby giving space to a worldwide debate and
a very broad understanding and interpretation of the comprehensive concept by individual
stakeholders. Mura (2011) even believes that if a uniform and generally accepted consensus in
understanding of the CSR concept exists, then it is the one claiming that the term CSR has
different understanding by different stakeholders and different social commentators.

As a result of this, numerous definitions can be found as well as approaches of
defining the notion of corporate social responsibility. However, these are often quite vague
thereby giving considerable space to their relatively wide application and use.

A large number of authors have been dealing with the issue of the unified CSR
definition not only abroad but also in the Czech Republic. For example, Mullerat thinks that
to define the notion of CSR, either a simple definition should be used, which however might
be simplified to a misleading level; or on the contrary a lengthy definition can be used which
is more descriptive but more accurate. (Mullerat, 2010, p. 227).

Many international and national organizations and movements have been trying to
define the concept of social responsibility as well. These entities often seek to promote CSR
and disseminate ideas of the concept not only among business representatives but also among
the general public. We can mention, for example, the following international organizations:
Business for Social Responsibility, World Business Council for Sustainable Development, or
an organization Prince of Wales International Business Leaders Forum linked to the
transatlantic institutions such as the World Bank, the United Nations and the International
Labour Organization (ILO). In Europe, CSR is supported by the EU institutions as well as by
the network of its national partners.

Following the development of views on CSR in the course of time is interesting and
informative. Issues of evolution and development of definitions of the complex theoretical
approach to CSR were in the focus of interest of an acclaimed theorist in the CSR field A. B.
Carroll (1999) in his paper called ,,Corporate Social Responsibility: Evolution of a
Definitional Construct®. There he states that authors who have been involved in defining the
CSR concept can be divided into two main schools of thought. While supporters of the first
one emphasize the commitment of every business being mainly profit maximization within
the law and with the minimum of ethical responsibilities, the others propose a wider range of
responsibilities of enterprises towards society (Carroll, 1999). Caroll (2008) on his own

considers CSR to be companies’ obligation to make decisions and implement policies that are
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desirable in terms of the values and goals of the society. In connection with the evolution of
the development of definitions, it is possible to include a view of one of the major
contemporary experts in CSR Wayne Visser according to whom CSR is: “the way in which
business consistently creates shared value in society through economic development, good
governance, stakeholder responsiveness and environmental improvement. Put another way,
CSR is an integrated, systemic approach by business that builds, rather than erodes or
destroys, economic, social, human and natural capital. > (Visser, 2011, p. 87).

The European Union slightly changes its CSR definitions in the course of time as well.
In the European Commission document about CSR in 2001 it is defined as: “A concept
whereby companies integrate social and environmental concerns in their business operations
and in their interaction with their stakeholders on a voluntary basis”(KOM, 2001, p. 8
[online]). Later in 2011, the European Commission puts forward a renewed definition as
follows: “the responsibility of enterprises for their impacts on society” (KOM, 2001, p. 6
[online]). On its website the European Commission announces principles and guidelines
which the current Commission’s CSR strategy is built upon. They are:

“United Nations Global Compact

United Nations Guiding Principles on Business and Human Rights

ISO 26000 Guidance Standard on Social Responsibility

International Labour Organization Tripartite Declaration of Principles concerning
Multinational Enterprises on Social Policy

e OECD Guidelines for Multinational Enterprises” (European Comission, 2014 [online])
Despite the significant width and complexity of the CSR concept, but also the

differing interpretation by individual stakeholders, we assume that it is still possible to define

the basic principles of CSR. The following is mainly emphasized:

e voluntariness — enterprises implement CSR activities entirely voluntarily beyond their
duties specified by legislation;

e active cooperation with all stakeholders - allows to create 'win-win' situations;

e transparency and open dialogue with stakeholders — businesses should enable stakeholders
to access information, not just the data related to the economic performance of enterprises;

e complexity and functioning of the organization with respect to the so called triple bottom
line businesses — companies focusing on economic, environmental and social aspects of its
activities;

e systematization and long-term time horizon — CSR is included in long-term corporate

values, business strategies and processes at all levels of the company;
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e responsibility towards society and commitment of companies to contribute to the
development of the quality of life — Social responsibility represents an ethical imperative
to work for the good of the society.

According to some theorists, social responsibility can be considered an important
feature of the new economy and, at the same time, a reflection of an opinion that not only
governments but enterprises alike shall carry its part of responsibility for social welfare,
environmental protection, sustainable development and rational use of non-renewable

resources (Pavla, 2009, Bobeni¢ Hintosova, 2008).

1. Corporate Social Responsibility in the Czech Republic
In recent years, we have been witnessing a growing interest in CSR worldwide as well as in
the Czech Republic (not only by businesses), including search for ways of its further
expansion and promotion.

In the Czech business environment we can find elements of CSR already in the
interwar period in the first half of the 20th century. In connection with the implementation of
the principles of a socially responsible business, Tomas Bata (1876 — 1932), a founder of a
famous footwear company, is one of the most frequently mentioned Czech entrepreneurs.

(Canik et al., 2006).

Many experts including Cekota believe that social responsibility - along with high-
performance, customer focus and continuous improvement - belongs to one of the main
hallmarks of the company during Tomas Bata's lifetime. Principles of the socially responsible
business can already be found in the fundamental values of the Bata company. (Cekota, 2004)

A promising development in the area of socially responsible business growth in our
country was interrupted by historical events (World War II and the subsequent Communist
regime). By establishing the Communist government after 1948, the whole economy was
centralized. The state took over the social protection and social security of the entire
population. In contrast, the non-profit sector was virtually abolished and philanthropic
activities were pushed to the very bottom of the human will.

It is the rebuilding of the corporate philanthropy tradition in the Czech Republic which
is typical for the early nineties of the 20th century, even though it was frequently done
without systematic and strategic interconnections.

Representatives of the business sector in the Czech Republic are gradually gaining

understanding of the fact that socially responsible entrepreneurship should not be focused
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only on the corporate philanthropy, even though much more sophisticated. It shall also be
based on all pillars of the triple bottom line which means that social, ecological and economic
aspects should be integrated into all corporate activities.

In the first years of the post-November development in the Czech business
environment after 1989, a number of large multinational companies contributed significantly
to the promotion of ideas of socially responsible business. These MNCs often carried forward
their good practices in the field of CSR and transferred them onto their subsidiaries within the
Czech Republic.

Accession of the Czech Republic to the Organisation for Economic Co-operation and
Development (OECD)? represented a significant shift in terms of further expansion of CSR
ideas. The move towards CSR was even more significant after its integration into the
European Union?*, for which CSR represents one of the fundamental themes and which has
been receiving its long-term support.

Awareness of the concept of corporate social responsibility in the Czech Republic has
been gradually increasing since the new millennium and has gained its still growing support
and affinity among the business community.

Skacelik assumes that the current situation in the Czech Republic can be describes as a
phase of awakening, when the CSR themes is gradually gaining public attention and
organizations are more and more aware of the fact that CSR not only exists, but could be
beneficial for their future successful development (Skécelik, 2010).

CSR in the Czech Republic is not a domain of international companies or MNCs only;
Czech businesses also trying to implement this concept into their corporate culture.

For the development of CSR on the Czech territory, the role of institutions focused on
the area of CSR, philanthropy or business ethics is particularly important.

Major organizations supporting the promotion and dissemination of the principles of
CSR in the Czech Republic are, for example .: Donors Forum, Business Leaders Forum
(BLF), Gender Studies, Transparency International - Czech Republic and Czech Society for
Quality.

Companies significantly involved in the field of CSR in the Czech Republic deserve
public recognition for their achievements and can receive awards for their active approach.

Recently, the Czech Republic has seen the first examples of awards in these areas:

3 Czech Republic accessed OECD in 1995.
4 Czech Republic joined the EU in 2004,
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e National Award for Corporate Social Responsibility (Czech Republic),
e Top philanthropist,

e Ethnic friendly,

e Health & Safety and Environment

e Competition: Company of the Year - Equal Opportunities,

e Best Employer (Czech Republic)

e Best CSR Report

CSR in the Czech Republic is increasingly being incorporated into education and
training schemes of future managers and entrepreneurs. A research carried out within the
research project of the Faculty of International Relations at the University of Economics in
Prague among 236 students tried to find out (among other issues) the level of their general
awareness of the term corporate social responsibility. It also aimed to reveal the source of the
information. The research disclosed that 73% of respondents have learned or heard about CSR
mostly through their studies at the university or from newspapers. (Prtsa, 2008)

Especially in recent years an offer of conferences, workshops and seminars dedicated
to CSR has expanded in the Czech Republic.

In the Czech Republic people who are interested in the topic can regularly find news
from the world of CSR and corporate philanthropy, including interesting trends and CSR
experience from home and abroad in a specialized magazine called CSR Forum published by
the PubliCon agency. In 2012 the daily paper Hospodarské noviny began publishing a special
supplement devoted to CSR. Annual Awards of best socially responsible companies in CR
(eg. the competition Top philanthropist, or its successor TOP Responsible Company of the
Year) enjoy growing attention of mass media (including Czech TV).

In terms of further expansion of CSR in the Czech Republic, a role of the Czech
Government is crucial. Although it has been discussed among the experts for several years
that our government should incorporate CSR principles into their policies — and, at the same
time, that it is necessary to establish a uniform strategy for promoting the principles of CSR
inclusive of a creation of system conditions enabling a rapid and wide deployment of the main
ideas of the CSR concept into practice in the business sector as well as its general expansion
in the Czech Republic — there still was no common vision determined nor main priorities set
in CR. ( Kasparova, Kunz, 2013)

The Czech Republic, unlike many countries of the European Union, had no national

strategy approved to promote the CSR concept for quite some time.
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One of the reasons for the absence of a single central formal support from the state in
CR is the CSR agenda fragmentation among various ministries. It is caused by the fact that
CSR is a very complex concept affecting a number of areas (environment, finance,
employment and social affairs, health).

CR was solving the question of which ministry should be primarily responsible for the
concept of CSR for quite a long time. The appointed ministry was to become the prime mover
in the formation of the National Action Plan for CSR for the submission and implementation
of which the European Commission reiterated its call on all Member States in 2011.

At the end of 2012 the Ministry of Industry and Trade was appointed a coordinator of
the National CSR Strategy and this ministry started to work on the national action plan very
intensively together with other actors namely the Ministry of Labour and Social Affairs and
the Ministry of Environment (Rizicka, 2013). In 2014 the Government of the Czech Republic
approved the National Action Plan for CSR which is supposed to contribute to further
expansion of organizational responsibility and corporate sustainability among organizations in

the Czech Republic.

2. Own research of CSR within the Czech Republic
2.1 Objectives and Methodology of the Research

Numerous researches carried out in the Czech Republic on the issue of corporate social
responsibility have often touched only certain issues related to this broad concept.

Our own empirical research therefore aimed to identify broader context of CSR. Thus
it focused not only on determining the extend and manifestation of the main CSR principles in
everyday business practice in the Czech Republic, but also on finding possible ways of CSR
expansion including the role of the government.

The main tasks of the research were to find out:

e What activities, attitudes or behaviour companies in the Czech Republic consider to
be the main manifestations of social responsibility.

e How companies inform about their CSR activities.

e Ifa CSR expert or a coordinator is employed by the company.

e What is it that companies in CR consider to be the main benefits received for their
socially responsible behaviour.

e Opinions of businesses on the role of the Czech Government in the further expansion
of CSR ideas including the National Action Plan for CSR.
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The survey was carried out in the period January - February 2015.
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2.2 The research sample and its selection
The research was intended to carry out a survey among enterprises in the Czech Republic
which have been engaged in CSR and have been incorporating it into their business practice
for a long time. Many of these entities have also received significant awards for their
achievements in the field of CSR in recent years (for example the CSR National Award). The
research sample was therefore chosen among companies who are active members of the
Association of socially responsible companies, BLF or the Business for the company.
Altogether, with the use of semi-structured interviews 52 representatives of enterprises were
addressed out of whom 11 were representatives of large companies, 18 of medium-sized

companies and 23 of small businesses.

2.3 The research results and discussion
Almost all respondents (96.2 %) consented that companies should engage in addition to
generating profits also in benefiting the society and area in which the company operates.
Majority of the addressed representatives of business sector in the Czech Republic (92.3%)
also presume that CSR should not be a matter of large companies but that it should become
the prerogative of the entire business sector.

All respondents consider the companies they work for to be socially responsible. The
main manifestations of the social responsibility of their companies according to the addressed
sample are — considering what the company is attempting to do:

e behave ethically and be transparent (36 %),

e be a good employer (26 %),

e provide help and donations to local communities (14 %),
e be respectful to the environment (12 %),

e offer products and services of good quality (8 %),

e maximize profit (4 %).

The main benefits of implementing CSR according to these companies:
e enhancing their image (30 %),
e attracting and keeping experts and skilled staff (27 %),
e gaining competitive advantage (26 %),
¢ building better relations with customers and stakeholders (17%).

Almost a fifth of the addressed corporate representatives (19%) stated that their

company operates a coordinator or a CSR specialist operates in their company.
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It is obvious from the respondents' answers that firms use multiple ways and tools to
provide information about their CSR activities. The most frequently they use their websites,
intranets, business meetings, events for employees and newspaper articles. Regular annual
CSR reports are published by companies in the Czech Republic very rarely. Actually only
four respondents declared that at least once had their firm published the CSR report in past.

According to most respondents, one basic assumption to strengthen the still
insufficient pressure of public opinion in this area in CR is the need to offer more information
about socially responsible corporate behaviour to the general public.

Regarding the areas of searching for ways of further CSR expansion, the questioned
business representatives believe that the main task is not only to inform about the basic
principles, tools and approaches, but also to emphasize the main benefits that companies can
gain for the implementation of the CSR principles.

According to the respondents, the role of institutions focusing on CSR and business
ethics in the Czech Republic is very important. In line with the survey, media representatives
can greatly contribute to increasing awareness and gaining interest in the issues of social
responsibility in the Czech Republic as well as to presenting best practices of companies that
are already actively engaged in the field of CSR.

Almost four fifths of the respondents (79 %) are fully convinced that it would be
appropriate to include subjects concerning CSR in the curriculum of managers’ and
entrepreneurs’ education and training in the Czech Republic.

More than two thirds of respondents (68%) are familiar with the adopted National
Action Plan to promote CSR in the Czech Republic but only 26 % of the addressed
representatives assume the plan could significantly contribute to the expansion of CSR in the
Czech Republic.

As far as the role of the Government of the Czech Republic is concerned in order to
foster further expansion of CSR, the research results show that the respondents’ tend to think
that the role of the state should consist mainly of promoting socially responsible business
rather than of its possible regulation, or excessive state intervention in this area. They also
fear an increase of administration or complexity of processes. The effort of the state,
according to majority of respondents (71%) should be the opposite: a reduction of the
administrative burdens and improving motivators for responsible companies be it in a form of

various advantages or some fiscal benefits.
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Conclusion
Even the results of the survey showed that companies in the Czech Republic respond to new
challenges in the field of CSR, although their approach and prioritization of CSR areas vary
(for example based on their size). Despite this fact it is important to continue with the support
of further expansion of CSR in the Czech Republic.

It is possible to support the following by all possible means and tools: increasing
awareness about this approach and its principles, generating interest in it, as well as
introducing the concept into practice. Information about CSR shall be available to all
stakeholders (not only to representatives of the business sector in the Czech Republic),
including employees, customers, clients, suppliers, investors and general public. That is why
it is crucial to promote the transparency and innovativeness of the CSR concept and at the
same time to develop a conceptual nationwide discussion about the role of CSR in the Czech
environment.

Gathering and subsequently presenting examples of various activities of socially
responsible companies in the Czech Republic (not only from the rank of large corporations
and MNCs operating in the country) is crucial for building awareness about the CSR concept.

The aim of these activities should be pointing out the particular benefits of CSR and
helping to convince not only companies, but also all other stakeholders about the need for
their greater involvement in this area.

In terms of further expansion of CSR in the Czech Republic, the role of the
government remains very critical (despite the adoption of the National Action Plan to Promote
CSR). Another fundamental process to be undergone is the creation of systemic conditions
that can contribute to the rapid and wide deployment of the main ideas of the CSR concept

into practice in the business sector within the Czech Republic.
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METHOD TO ASSESS THE ATTRACTIVENESS OF
REGIONS FOR INVESTORS
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Khayrullina

Abstract

Commercial network development based on growth strategies requires appropriate
methodologies to assess the attractiveness of the location of shopping centres. The aim of this
study is to develop and test a methodological approach that permits to comprehensively assess
the attractiveness of the region and the options of sites for development. The authors illustrate
a complex method to evaluate the location of shopping centres. The study was conducted
using the regional market of the city of Nizhny Novgorod. The research elaborates a
comprehensive methodology to assess the attractiveness of the region for investment in

general and attractiveness available to specific marketplaces.
Key words: investment climate, investment potential, investment risk

JEL Code: R10,R 13, R 32

Introduction
Over the past 25 years the domestic retail has changed so dramatically that we may speak
about the phenomenon of “Russian Trading revolution”. Russia's trade in a short time of an
intermediary in the distribution system has transformed into the most important sector of the
economy which generates almost 20% of GDP (compared with 5% in the pre-reform period).
Considering this favorable tendency, the Russian trading market has become one of the most
attractive investment objects including international and federal agents. In 2013, the share of
online trading in Russia amounted to almost 26%°. In developed countries, the level of
consolidation in the trade is much higher, for example, in Germany the share of the top five
networks («Aldi», «Lidl». «Rewe», «Metro cash and carry», «Edeka») account for 80% of the

market, in France («Auchany», «Casinoy», «Leclercy, «Carrefour», «Intermarche») - more than

5> Overview Retail: growth drivers 2013. (2013, September 10). Retrieved from http://www.ra-
national.ru/uploads/rus/files/analytic/file_review/12.pdf
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85%, in UK («Tesco», «Sainsbury», «ASDA», «Somerfield») - 60%, which may indicate the
attractiveness of the Russian market for international networks. In 2014, after almost 20 years
since the occurrence of the first international company "Ramstore" (Turkey, 1996), Russia
ranked 8th in the world in the proportion of presence of large international networks (47%)°.
According to research by the international consulting firm AT Kearney in 2013 Russia has
risen from 23 th to 12 th place in the world ranking of countries, the most promising for
investment in retail trade. When entering new geographic markets it is becoming more and

more important to understand what factors determine region's attractiveness for retailers.

1 Theoretical framework of the research
The attractiveness of the region for investors is one of the key factors of territorial
development. The level of investment is one of the key indicators used by national authorities
to assess the quality of regional governance (Glebova & Rodnyansky, 2015). There are
different methods to address this issue. A conceptual model is developed to understand the
factors, corporate as well as market characteristics, which influence companies in their
location selection decisions on the example of Wal-Mart in the UK and Germany, Toys‘R’Us
in Sweden (Ghauri, Elg & Sinkovics, 2004). It is important to take into account market
characteristics like size, infrastructure: for purpose of international market size, next to
growth and competition is one of the most important dimensions (Jeannet & Hennessey,
1998). As the criteria also can be used industrial activities, services, advanced technologies
(Nowicki, Hildebrandt, Susmarski, Tarkowski & Wandalowski, 2014). The success of
individual companies depends on several factors such as an efficient logistics system,
extensive internal communications, and a capacity for innovation and reinvention (Fernie &
Arnold, 2002). In a foreign entry important to take into account cultural distance (Barkema,
Bell & Pennings, 1996). The investment attractiveness of the region is also affected by major
sporting events held there, such as the Olympic Games, Universiade (Kramin, Safiullin &
Timiryasova, 2014). Improvement of investment attractiveness of the region is possible
through the formation of special economic zones and to attract some new investors to the
market, through the introduction of Investor Relations and Government Relations

communications (Pechenegina, Kuznetsova & Radosteva 2014).

® MallsRU news portal. International networks in Russia 2014. (2014). Retrieved from
http://www.malls.ru/rus/analytics/mezhdunarodnye-seti-v-rossii-2014.shtml

78



Proceedings of the 3™ International Conference
Innovation Management and Corporate Sustainability, 2015

2 Methodology
The most common methods have put forward Berry and Parr (1987); Bowlby, Breheny and

Foot (1984). Berry and Parr offered a four-step process that includes selection of areas of
sales, the identification of suitable places, place selection and determination of the size of the
store. Bowlby et al. offered three stages: search (geographical area), vitality (establishing of
best places) and micro (evaluation of specific places). Based on a combination of these

approaches, we proposed a four-step process (see Fig.1).

Fig. 1: The algorithm of the method of evaluation of investment attractiveness of

regions for retailers

[ Investment climate assessment

<

[ Assessing the potential of commercial rea
estate

~

[ Rating  microareas  within  potentially
attractive regions
-

[ The definition of territorial boundaries and
the size of the shopping area

The methodological basis of the study were the materials of the Federal State Statistics
Service of the Russia, materials of Ministry of Economic Development, the leading business

and news agencies, expert method. The investigations performed on Nizhny Novgorod region.

3 Research results and interpretation

3.1  Stage 1. Assessing the potential of commercial real estate
The identification of cities is realized on such indicators as the turnover of retail trade, the
provision of the population of retail space, dynamics of retail space, the structure of trade
enterprises by types of commercial enterprises and the development of network trade.
Provision of the population of Nizhny Novgorod of trading network, including food and non-

food by the end of 2013 is shown in Table 1.
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Tab. 1: Availability of the population of Nizhny Novgorod by the trade network

in 2013
The figure The provision of the population of trading Deviation,
network per 1000 inhabitants, (sq.m.) (sq.m.)
The actual figure The normative figure
the provision of the population of retail trading
network per 1000 inhabitants, (sq.m.) 008 704 204
the provision of the population of food retail
trading network per 1000 inhabitants, (sq.m.) 315.9 489 -173,1
the provision of the population of non-food retail 592.1 215 +377.1

trading network per 1000 inhabitants, (sq.m.)

Although this indicator in Nizhny Novgorod exceeds the norm of provision for retail

space, compared with other regions this figure is not too high (see Fig. 2). According to the

study matrix attractiveness of regions is constructed. Thus, according to 2013, Nizhny

Novgorod is a city with a relatively low supply of retail space, but with a high purchasing

power of the population, which makes it attractive for retail investors.

Fig. 1: The Matrix "saturation of retail space - the average monthly income per

head in the regions of Russia in 2012"
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After assessment of the state of the retail market makes estimates investment climate.
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3.2  Stage 2. Investment climate assessment
One of the key indicators, which is evidence of the level and prospects of development of the
Nizhny Novgorod region, we selected the investment climate, which determines the
conditions for the implementation of investment projects. In turn, the investment climate
depends on the investment potential and investment risk in the region.

The study dubbed indicators we conducted on the basis of materials RA rating agency
"Expert"’, which contain data on the components of investment potential and risk regions in
the dynamics since 1995. By combining indicators of investment potential and the average
weighted risk index regions are clustered characterizing different investment climate. On the
basis of the analytical data contained in ratings of investment attractiveness of Russian
regions for the period 1995 to 2013%, we have analyzed the factors that determine the
investment climate in the Nizhny Novgorod region from the standpoint of trade investors on

the basis of the following tables:

Tab. 2: Investment potential of NN region and its components on average 1995 —

2013
The figures for the period 1995-2012 Average rank | The average value of the | The final rank (position)
(position) rank weight component of the weight component
The general rank (position) of 9 ) )
investment potential of NN region
Components of Labour 10 2,33 1
investment Consumer 12 3,75 3
potential (arank | Manufacture 12 3,08 2
of NN region Financial 13 4,36 4
among other Institutional 11 5,55 5
regions of Russia) | [nnovative 4 5,83 6
Infrastructural 32 3,08 2
Nature resource 59 7.5 7
Tourist 12 9 8

7 The rating agency "Expert RA": The ratings of investment attractiveness of Russian Regions. (2014).
Retrieved from http://www.raexpert.ru/ratings/regions/

8 Retailers: degree of development in Russia. Shop Shops in association with CBRE.2012. (2013, May
5). Retrieved from http://www.shopandmall.ru/files/MagMag-retail-chainsRF.pdf
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Tab. 3: Investment risk of the NN region and its components on average 1995 —

2013
The figures for the period 1995-2012 Average The average value | The final rank
rank of the rank weight | (position) of the
(position) component weight component™®
The general rank (position) of investment 17 2,33 -
potential of NN region
Components of Legislative 28 3,75 3
investment potential (a Social 17 3,08 2
rank of NN region Economic 38 4,36 4
among other regions of | Financial 20 5,55 5
Russia) Criminal 44 5.83 6
Ecological 24 3,08 2
Administrative 36 7,5 7
Political 62 9 8
Notes: Ranking (*) conducted by the authors from smaller to larger mean value rank (1 - most important, etc.).

Tab. 4: Investment potential and investment risk of some regions

The average values for the 1995- Investment potential shares in the The average weighted index
2012 period general investment potential of the of risk (risk index Russia - 1)
Russian* Federation, % *k

NN region 1,958 0,752

Moscow 15,441 0,695

St. Peters 5,245 0,679

Tatarstan Republic 2,005 0,706
Bashkortostan Republic 1,775 0,767

the Samara Area 2,006 0,810

Notes: Ranking (seats) (*) in the ranking comes from the larger to the smaller value of the share of the
region's potential in Russia's national potential. The total potential of the Russian - 100%. Ranking (seats) (**) in
the ranking comes from the smaller to the larger value of the average risk index.

According to the data resulted in table 1 NN region has enough high rank of
investment potential (an average of 18 years the region ranks nine out of more than 80
regions) ®. The experts appreciate the influence of the following innovative potential
components very highly - labour and manufacture. The innovative potential of NN region is
quite high and the region ranks fourth steadily. However, the weight of the factor is not
estimated by the experts highly enough. It is necessary to pay special attention to the
consumer potential. According to this indicator NN region averagely ranks twelfth steadily
enough. The infrastructural (ranks 32"%) and nature resource potential (ranks 59) (Table 2)
make the least contribution to the general potential.

Thus, the importance of an infrastructural component is estimated by the experts

highly enough (it averagely ranks second out of eight). The region authorities practically

® Investment ratings regions of Russia. (2013, October 5). Retrieved from

http://www.raexpert.ru/ratings/regions/
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cannot influence the nature resource component but the infrastructural component represents a
considerable reserve for NN region investment potential growth, taking into account planned
future prospects outlined in the strategy of NN region until 2020 period'®.

Considering the indicator of investment risk and its components (Table 3) it is
necessary to state the following. NN region averagely ranks 17th out of 80 Russian regions
according to the indicator over the 18 year period. On the one hand, this result is high enough.
However, in crisis years (over the 2008 to 2013 period) there was a sharp rank fall of NN
region in the rating (it ranked 9" in 2007 and 30" in 2012). At the same time the economic
and criminal components of investment risk had a sharp fall over the period, with more and
more increasing their importance in the period. Thereby, we reveal a serious reserve to
decrease investment risks - criminal and economic factors. Appeal to the above-mentioned
strategy of NN region also speaks of understanding of the Government of NN region need to
reduce these risks.

The above made analysis demands to specify the estimation of NN region investment
climate as a whole comparing it with a number of regions of Russia. When making the
factorial analysis we also took into account the results of Moscow and St. Petersburg that are
respectively the "first" and "second" capital of Russia, which are traditionally considered
benchmarks for the formation of the investment climate. Except these cities, the regions to be
traditionally “competitors” of NN region are considered in the analysis as well. They are
Tatarstan Republic, Bashkortostan Republic, and the Samara Area. These regions are
comparable to NN region both with population and location (sufficient proximity of the scale
of Russia). In addition, all of these regions (except for Moscow and St. Petersburg), including
the Nizhny Novgorod region, are included in the Volga Federal District. According to the
investment risk indicator - average weighted risk index of risk (Table 4) an average of 18
years from 1995 to 2013 "risk-free" leader of the group being analyzed is St. Petersburg (the
average for this period is 0.679). Privolzhsky Federal Okrug is also among the least risky
regions, second only to the Tatarstan Republic (the figures 0,752 u 0,706, respectively).
Having analyzed the components and the factors defining the investment climate, it is
necessary to turn to the total estimation analysis according to RA “Expert” ratings. Totally
influencing, all the factors cause steady reference of NN region according to the total

investment climate indicator (since 1997) to the rating group 2B ‘“Average potential -

10 The development strategy of the Nizhny Novgorod region until 2020. Portal of the Government of the
Nizhny Novgorod region. (2013, June 20). Retrieved from http://www.government-nnov.ru/37721/
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moderate risk”, that increases its attractiveness to host international retailers with the planned

development activities until 2020 period.

3.3  Stage 3. Rating microareas within potentially attractive regions
Commercial real estate market in Russia has entered a new phase of its development, when
the construction of large shopping centers beyond the city limits and is located along the main
thoroughfares. In this regard, the basis for using a procedure proposed by Chkalova and
Efremova (2013) for out of town shopping centers. In this method we recommend criteria
territories appeal, the region's infrastructure, transport accessibility, the criterion of the review

and access to the site (Table 5).

Tab. 5: Results of the expert assess the attractiveness of suburban shopping areas

of NN
The Name areas along major roads
# Indicators weight NN- NN - NN - NN - NN -
indicator Viksa Arzamas | Dzerzhinsk | Kstovo | Gorodets

1 | Territorial attractiveness 0,3 4 3 5 4 4

2 | Infrastructure of the region 0,2 4 3 4 5 3

3 | Transport accessibility 0,4 3 2 4 5 4

4 | Overview and access to the place 0,1 3 3 4 4 5

5 | Average attractiveness of the ) 3.5 2.6 43 5.6 3.9

country area

The ranking result of territories in NN region shows the following picture (in
descending order): Nizhny Novgorod - Kstovo, NN - Dzerzhinsk, NN — Gorodets, NN -
Viksa, NN - Arzamas.

34 Stage 4. The definition of territorial boundaries and the size of the
shopping area
Available at retailers there are a number of tools that help them define the shopping district,
the most commonly used are the theory of a central place (Chnstaller, 1996), the theory of
value of land (Haig, 1926) and the theory of spatial interaction (Huff, 1964).

We provide a modified formula we RD Converse (Converse, 1964). Propose instead of
the population use the indicator “the attractiveness of shopping center”, prepared by weighing
the factors affecting the attractiveness of shopping centers. The value of the attractiveness of

the shopping center will be replaced in the formula (1) the population figures. This approach
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may take into account many factors, the attractiveness of commercial enterprises subject to

the Scoping.

pd—4 (1)
| 1++/Pz/Py

where d = the distance between the two cities, km; Pz = the attractiveness of the
shopping center with the higher, the score; Py = the attractiveness of the shopping center with
the lowest indicator score.

Table 6 shows the location choices of shopping centers.

Tab. 6: Calculation of size of trading spaces

Shopping Shopping Shopping Shopping Shopping

. centers centers centers
Shopping centers centers centers NN — NN— NN —
NN = Viksa | NN— Arzamas Dzerzhinsk Kstovo Gorodets
the attractiveness of the shopping 46 3.8 40 47 42

center (point)

The distance from the smallest shopping center (km)

Shopping centers NN - Viksa 0 23,8 19,3 17,4 29.3
Shopping centers NN - Arzamas 50 0 14,8 17,0 21,9
Shopping centers NN - Dzerzhinsk 40 30 0 15,3 27,6
Shopping centers NN - Kstovo 35 36 32 0 28,1
Shopping centers NN - Gorodets 60 45 56 6100 0

Distance between shopping centers

To do this in the formula (1), substitute the value of the distance between the centers
of the trade - competitors. Thus, to determine the boundaries of commercial space between
shopping center NN - Kstovo and its rival shopping center NN - Dzerzhinsk in the lower left
corner of the table 5 we find the first vertical mall, and across - the second. At their
intersection find the distance between the centers of -32 km. Substituting into (1) the value of

the size and importance of the attractiveness of shopping centers:

32
D= ———— |=153km
[1+\/4,7/4,0J

We find that the boundary of retail space is located at the distance of 15.3 km away.
This distance is measured from the enterprise with less overall assessment score as the
resulting number is less than half the distance between the centers of trade, i.e. from NN -
Dzerzhinsk shopping center. Since the distance between the studied SC-32 km, therefore,
from the shopping center NN - Kstovo-border retail space is located: 32-15.3 = 16.7 km. Thus

Table 6 shows sizes of shopping areas between each of the shopping center.
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3.5  Stage 5. Identifying the most attractive shopping areas, taking into
account all the above factors
The last stage is the final and involves identifying the most attractive shopping areas, taking
into account all the above factors. It is necessary to consider the potential profits that can

bring this place, and the costs associated with its development.

Conclusion
In summary, we can say that evaluation of investment attractiveness of the regions on the
basis of the proposed method makes it possible to obtain a sufficiently reasonable estimate of
the development of trade and the region as a whole to make informed decisions to develop
new geographic markets. This methodical approach contains a number of starting points
required to assess the location of suburban shopping centers located along major

thoroughfares and highways.
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MEASUREMENT EFFICIENCY OF SOCIAL
INNOVATION

Monika Chobotova

Abstract

EU policy is aimed at social enterprises, which can at the appropriate time respond to
national social problems. Social enterprise and innovation are not the domain of a single
entity, but are a result of the continuous interaction between the various elements of the
national innovation system. Social innovation and entrepreneurship are processes designed
to resolve societal problems with innovative ideas and methods. These processes often
occur between the private and public sector and civil society. Measuring social innovation
activities and their effect represent one of the main indicators for the promotion of social
innovation. This requires the utilisation of quantitative and qualitative measurement
instruments that include the social return on investment indices. Measurements focus on
the organisations’ achieved results. The results in turn, prompt community organizations to
review their current situation and assist to detect errors and shortcomings. The aim of this

paper is to assess the current state of social innovation in the Czech Republic.
Key words: entrepreneurship, social innovation, measures,

JEL Code: O1, O15

Introduction
Innovation has long been recognized as an important driver of economic growth. The term
of social innovation is not new. Social Innovations are innovations that are social both in
their ends and in their means. Specifically, we define social innovations as new ideas
(products, services and models) that simultaneously meet social needs (more effectively
than alternatives) and create new social relationships or collaborations”(Caulier-Grice et.
al., 2010).

We can define several reasons why she should solve the problems of social
innovations. Firstly, it must be demonstrated that social innovations are able to effectively

respond to social needs and contribute to the reduction of regional disparities in the social
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sphere. Another reason is the allocation of public funds. To obtain further potential
resources from the public and private sectors requires a common understanding of what is
understood by the term measurable effect social innovations. Measurement can play a very
useful role in supporting decisions on what to fund social projects. The third argument is
the evaluation of the fulfilment of the usefulness and effectiveness of social impact.

The aim of the paper is give a view on possibility of evaluating social innovations.
In this paper, we are investigating the use of multi criteria decision making techniques for

sustainability evaluation of social innovations projects.

1 Theoretic background of social enterprise and social

innovation

The majority of literature on social entrepreneurship has evolved within the domain of
nongovernment not-for-profit organizations. Some researchers (Coo Dodds, & Mitchell,
2001; Wallace,1999) suggest that social enterprises that carry out for profit activity to
support other non-profit activities can be viewed as social entrepreneurs. Others have
argued that for-profits that may take some innovative action towards building social capital
can be considered as being socially entrepreneurial (CCSE, 2001)

Social entrepreneurship should therefore not be confused with or commercial
enterprise, which as a primary goal puts profit, but does so with respect to social impacts,
or supplement its profitable activities of charitable programs, employee volunteerism and
donations for the non-profit sector. For this phenomenon has already begun puts on his
other label, corporate social responsibility, from the English original corporate social
responsibility (Adamek, 2013).

A variety of life spheres and academic disciplines have taken on board the concept
of social innovation. To begin with social innovation is a hot topic in business
administration where it refers to two new foci. The first one gives more attention to the
social characters of the firm: the firm as a network of social relations as a community in
which technological and administrative changes are just one part of the innovation picture,
the institutional and social being at of least equal importance. But social innovation is not
only back on stage business administration it is driving force of many non-governmental
organizations, a structuring principle of social economy organizations, a bridge between
emancipating collective arts initiatives and the transformation of social relations in human

communities (Haddock et.al., 2012).
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Drucker added the term “social’” to innovation in 1985, in his work on innovation
and entrepreneurship. With his notion of social innovation, Drucker points to the
innovations that were not driven by technological development and breakthrough, but by
the innovations that are driven by human needs. Hence, he addressed innovation in social
welfare areas of healthcare and education. The work and tasks of the prison and probation
service can be positioned in this category, along with other public actors, such as the
police, departments in local municipalities and the state, dealing with security, safety and
human development and change (Drucker, 1985).

Over the last 10 years, the concept of Social Innovation has been gaining importance
in the academic arena as a novel approach for the examination of new social problems that
have emerged in contemporary societies (Howaldt, Schwarz, 2010).

Mulgan et al., (2008), on the other hand, define social innovations as new services or
activities that are motivated by the goal of reaching a social need and that are
predominantly diffused through organizations whose primary purposes are social, in

contrast to that postulated by the CSI (private organizations).

Tab. 1: Characteristics of social innovations

Author’s

Definition

Cajaiba-Santana (2014)

Social innovations are innovations that act as a driver of social change.

Grimm et al. (2013)

Social innovation makes societies more sustainable and cohesive
through inclusive practices, coproduction and pro-active grassroots
initiatives.

Maclean et al. (2013)

Social innovation/innovator plays an important role in regenerating
communities, through community engagement and self-organization.

Lopez  Cerezo  and
Gonzalez

Any innovation should always be a kind of social innovation. This
constitutes a label that includes very diverse types of practices that

(2013) generate social change.

Lubelcova (2012) Social innovation is a source of social change and modernization of
society. Innovation is not only a tool and source of economic
productivity and competitiveness, but also a potential tool for
achieving social goals and social cohesion in society.

Dawson and Daniel Social innovations are the main driver in the development and

(2010) application of new ideas to solving problems, improving social

conditions and improving the well-being of people in society.

Tanimoto (2010)

Social innovation is a result not only of the entrepreneurs and
producers creativity alone, but of the various related stakeholders as
well as customers and users. The social entrepreneur identifies social
problems, gets ideas and resources, and creates social innovation in
collaboration with related stakeholders.

Source: (Paunescu, 2014)

Social innovation used to be considered the sole preserve of the third sector and

non-profit organisations. But these more recent perspectives emphasise that it takes place
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in all sectors, and that particular innovations often move between sectors as they evolve. It

can come from:

- the private market (for example, ethical finance or corporate social responsibility, or
new models of collaborative business);

- the public sector

- the third sector (non-profit organizational).

Innovation is much more than just invention or creativity. It entails the practical
application of a new idea as a financially sustainable form. Social innovation can be
understood as an end-to-end process from the circumstances that trigger or prompt an
innovation, through to the scaling up or mainstreaming of the innovation, and resulting

systemic change that may occur.

2 Methodology for measurement of social innovation project
Historical a development of innovation metrics we can divide to four generations. The first
generation of metrics reflected a linear conception of innovation focusing on inputs such as
R&D investment, education expenditure, capital expenditure, research personnel,
university graduates, technological intensity, and the like. The second generation
complemented input indicators by accounting for the intermediate outputs of S&T
activities. Typical examples include patent counts, scientific publications counts of new
products and processes, high-tech trade. Third generation metrics is focus on a richer set of
innovation indicators and indexes based on surveys and the integration of publicly
available data. Fourth generation metrics, grounded in a knowledge-based networked

economy, remain ad hoc and are the subject of measurement.

Measuring the social impact and change that companies have upon their
stakeholders is a relatively new topic, under an emerging interest from social media and
research scholars. Although innovations tend to be only assessed from an economic point
of view, they provide other forms of value that is: social, cultural, political, environmental,

and moral (Echeverria, 2013).
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2.1 Multi — criteria analysis

Innovative projects focusing on the social sphere we can evaluate using multi-criteria

analysis. Multi-criteria analysis is undertaken to make a comparative assessment between

projects or heterogeneous measures.
Multi-criteria analysis can be useful:

» To evaluate the ability of various activities of a programme to fulfil a given objective.
This assessment can take place to collect the opinions of decision-makers and
beneficiaries about the effectiveness of the activities.

* To structure the views of project or programme managers about on-going activities.

» To discuss the content of the programmes, and the funding of various activities during

the drafting of strategies and programmes.

General procedure multi criteria evaluation of alternatives includes the chosen level
of resolution six relatively distinct steps:

1. Creation of the purpose-oriented set of evaluation criteria.

2. Determination of weights of criteria evaluation.

3. Determination of sample values of the weights of criteria (standards).

4. Assessment of the results achieved (outcomes, benefits, as well as any damages
or losses) variants; concerning the sub-evaluation of options and their synthesis in the
overall evaluation.

5. Assessment of risks associated with possible implementation options.

6. Determination of preferential ranking of the options and select the best option.

A Multi-Criteria Analysis (MCA) is used when a project is evaluated by more than
just monetary terms. It is a form of appraisal that, in addition to monetary impacts,
measures variable such as material costs, time savings and project sustainability as well as
the social and environmental impacts that may be quantified but not so easily valued. For
the evaluation of innovative projects in the social criteria have been used, you can see tab.
2.

For determining weights used scoring method. Scoring method assumes that the
user is able to quantitatively evaluate the importance of the criteria. For a selected point
scale, the user must evaluate the i-th criterion of value lying in the b; scale (e.g. b; €<0

100>). The criterion is important; it is a point evaluation higher. The user does not choose
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only whole numbers on the scale, and may assign the same value to more criteria.
Although scoring method requires the user evaluation quantitative criteria but It enables
differentiated expression of subjective preferences before the order method. Calculating

weights is done according to the relation (1).
bj
T 1 bk

Vi =

(1

Where: ¥ v, =1

For the subjective (si) evaluation criteria for the project were based on a scale from
(1to 5), where 1 is low, 2 - rather low, 3 - medium, 4 - rather high, 5 - high.
Total utility
Ti=vi's;  (2)
The total rating of the project is determined as the weighted sum due evaluation of

the project to individual criteria.

Y=in 3)

Tab. 2: Criteria for evaluation of social innovations project

Criteria Weight Evaluation of project Total
(vi) (si) (score 1-5) utility (Ti)
Total usefulness of project A S t1
Impact on the level of qualification of V2 Sz t
participants
Impact on the economic situation of the V3 S3 t3
parties
Impact on other key actors V4 S4 ty
Resolving problems / needs of the target Vs Ss ts
group
Usefulness of the project by the target groups \'3 S6 te
Usefulness of the project by other key actors V7 S7 %
Filling efficiency project ' Sg ts
Fulfilment of economy project Vo S9 to
The project sustainability V1o S10 t1o
Innovative effect Vi S11 ti
Total evaluation of project Y

Source: own processing according www.esfcr.cz
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3 Social Innovation in the Czech Republic
Social innovation is quite a new concept in the Czech Republic. There is no academic
workplace which would specifically deal with the subject; one cannot find its direct
reflection in government policy. As in most of other EU members, when viewed from top-
down, the innovation is mostly understood in technology and business connotations. Even
then, the innovation concept is still rather new, sort of a buzzword and mostly understood
as a desirable follow-up of research and development activities. So the concept of
innovation itself is perceived very narrowly in its traditional, technical, linear, R&D based

form, mostly linked to manufacturing industries (Kadetabkova, 2015).

A number of local initiatives have been supported by ESF. For 2007-2013, the
Czech Republic is receiving over EUR 3.7 billion of ESF funds. With national co-funding,
this brings the total ESF spending on jobs to over EUR 4.4 billion. ESF activities comprise
three programmes: the first is improving education at all levels and boosting its relevance
to the employment market. The second is bringing as many people as possible into the job
market, with particular attention to the disadvantaged; and the third focuses specifically on
building the competitiveness of the Prague region. The Czech Republic is using ESF
funding to reach people who, for one reason or another, face obstacles to getting a job. The
operational programme The Human Resources and Employment (HREOP) is focused on
minimization of unemployment by means of active policy on the labour market,
professional education, reintegration of socially excluded citizens into society,
improvement of public administration quality and international cooperation in the said
areas. HREOP is one of the multi-objective thematic operational programmes. It is
financed in particular from finances from the Convergence objective but in the area of
active labour market policy, modernization of public administration and public services
and international cooperation, it is financed also from finances for the Regional

Competitiveness and Employment objective.

3.1 Evaluation of individual criteria within the multi-criteria analysis
The projects were selected for the evaluation from the ESF - The operational programme
The Human Resources and Employment, which focused on social innovation. Based on the

survey we were approached by project participants who evaluated each project criteria.
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Weights were determined using a point method. The resulting data are presented in table 3
and 4.

Tab.3 Evaluation of criteria of the project from target group and established

weight
Criteria/ Evaluation of project Scale A B C D E F
(si) (score 1-5) Project from (vi) (si) (si) (si) (s)) (si) (si)
ESF — HREOP
Total usefulness of project 0,08 2 3 4 3 4 3
Impact on the level of 0,08 4 4 4 4 2 3
qualification of participants
Impact on the economic 0,07 3 3 3 3 3 3
situation of the parties
Impact on other key actors 0,08 3 3 3 4 4 4
Resolving problems / needs of 0,06 1 3 3
the target group
Usefulness of the project by 0,12 5 5 5 5 5 5
the target groups
Usefulness of the project by 0,12 5 5 5 5 5 5
other key actors
Filling efficiency project 0,09 3 3 4 4
Fulfilment  of  economy 0,09 3 3 4 4 4 4
project
The project sustainability 0,10 4 4 4 4 4
Innovative effect 0,11 5 4 5 4 5 4

Source: own processing

Tab. 4 Evaluation of individual criteria within the multi-criteria analysis

Criteria /Project A B C D E F
Total usefulness of project 0,15 0,23 0,31 0,23 0,31 0,23
Impact on the level of qualification of

participants 0,34 0,34 0,34 0,34 0,17 0,25
Impact on the economic situation of the

parties 0,22 0,22 0,22 0,22 0,22 0,22
Impact on other key actors 0,25 0,25 0,25 0,34 0,34 0,34
Resolving problems / needs of the target

group 0,06 0,18 0,18 0,12 0,18 0,18
Usefulness of the project by the target

groups 0,60 0,60 0,60 0,60 0,60 0,60
Usefulness of the project by other key

actors 0,60 0,60 0,60 0,60 0,60 0,60
Filling efficiency project 0,27 0,27 0,35 0,35 0,35 0,35
Fulfilment of economy project 0,27 0,27 0,35 0,35 0,35 0,35
The project sustainability 0,39 0,39 0,39 0,39 0,39 0,39
Innovative effect 0,54 0,43 0,54 0,43 0,54 0,43
Total evaluation of project 3,68 3,77 4,13 3,97 4,05 3,95

Source: own processing
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The final overall evaluations of the projects are in the range (3.68 to 4.13) shows
that projects are evaluated on a rather high level. The results show that the target group for
this project was helpful and brought the desired effect. The funds that were used for the

project were used effectively.

Conclusion
The social innovation is in the Czech Republic, a new phenomenon. It is unlike technical
innovations focus on improving society in the field of social services. Evaluating the
effectiveness of these innovations can be done according to projects supported by the ESF,
which were aimed at creating social innovations. Multi criteria analysis has been used for
their evaluation. The evaluation was based only narrow a sample, from which gave rise to
effectiveness and benefits of the project focused on social innovation consider its
researchers and participants as rather high.

For the period 2014-2020 are planned specific operational programs for the
promotion of social entrepreneurship, which should enable further development of social
entrepreneurship and consequently its greater contribution to employment and social

inclusion. One of these operational programs is the Employment program.
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