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Disclaimer

Guidelines were prepared with the financial assistance of the European Union. The content of
the guidelines is the sole responsibility of project partners and can under no circumstances be
regarded as reflecting the position of the European Union.
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Introduction

Entrepreneurship is a key factor for economic growth, improving the
competitiveness of countries’ economies and increasing social prosperity. Young
entrepreneurs face a number of challenges as a result of the rapidly changing socio
economic environment. In their activities aimed at launching a business, young
entrepreneurs need knowledge and skills on a wide range of topics related to finance,
law, marketing, product management, etc. This is why more and more projects aiming
at comprehensive assistance in launching a business are being developedOne of them

° ] X ° 3 - @ X N°BushesdBhpKad XN -J ° E - RGCELS), which was co
financed under the programme Interreg V-A Lithuania-Poland 2014-2020.

ACCESS strengthens entrepreneurial initiatives by improving business support
services in Kaunas and Marijampole region on the Lithuanian side, as well as Suwalki
and Bialystok sub-regions in Poland

One of the many results of the project is the creation of two publications on
theoretical and practical aspects of setting up and running a business. These
publications aim to popularise entrepreneurial attitudes and provide knowledge
necessary to achieve success in business. Young entrepreneurs, before embarig on
their brave activities, should check where and what funds they can obtain to start or
develop their own enterprise. They should gain knowledge about the target group they
intend to reach. In addition, they should focus on ways to communicate with the
hypothetical recipient. An equally important aspect is to create a team that will work
effectively.

This publication consists of three chapters. The first chapter refers to the sources
of business financing, the second presents the forms of employment of employees,
methods of recruitment and selection, methods of motivation and tools necessary for
team building. Chapter three deals with marketing aspects of business activity.

The book is dedicated to young entrepreneurs as well as to those already existig
in the market, who constantly have to generate ideas and adapt them to changing
market conditions. Hence, anyone who intends to or already conducts business activity

will find in this publication some development-stimulating content.



1. Sources of businessfunding

1.1. Equity and its types

Conducting business activity is connected with the necessity of possessing by an
enterprise of certain assets whichis reflected in sources of financing. Regardless of the
stage of development, size and nature of business, equity plays a special role among
the sources of financing the activities of economic entities.® This form of financing, on
the one hand, gives investors the riht of ownership and the possibility to participate in
the distribution of generated profits, but at the same time it also means the necessity
to cover incurred losses in proportion to the amount of invested funds. 2

The particular importance of equity stems from the fact that it is involved in the
financing of the enterprise indefinitely, and in the liquidation of the entity it is returned
to the donors only after the claims of other creditors have been satisfied. Thus, this
type of capital constitutes the most stable source of financing in an enterprise,
conditioning its economic strength. Furthermore, equity determines the credibility of a
given enterprise® and serves asa guarantee to the company2 creditors, being a robust
basis for financing and a source of creditworthiness* The higher the level of equity in
the company2 financing structure, the lower the risk of losing financial liquidity and
bankruptcy.

Equity can have a variety of origins, i.e. its sources can be botlexternal and internal.
Thus, a distinction can be made between® ©

1 contributed equity Pidentified as external financing (e.g. share issues, shareholder
contributions, share increases);
1 generated equity D identified as self-financing (e.g. retained earnings,

depreciation, disposal of redundant fixed assets, acceleration of capital turnovej.
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The double origin of equity capital stems from the fact that the cash generated by
the enterprise itself may not be sufficient. Increasing equity in this way improves the
financial credibility of the company, makes it easier to overcome possible payment
difficulties and increases the chances of obtaining external capital in the future.

Choosing the sources of financing, including the scale of equity participation, as well
as the availability of various other solutions depend on a number of macro and
microeconomic factors.

In the case of the macroeconomic aspects, these include primarily such factors a$:

1 the situation and prospects for development of the industry represented by the

company;

1 the economic situation Bthe phase of the cycle;

9 the level of inflation;

i taxation system.

The industry represented by a given entity determines to a large extent its asset
structure, which also overlaps the level of equity. For example, entities from the
construction or industrial sector are usually characterised by a higher share of fixed
assés in total assets and the financing equity in total liabilities than it is the case of
companies operating in the service or trading sector. The economic situation has a
significant impact on the planned investments of enterprises and on the size ofcurrent
assets, contributing to an increase in profits. On the other hand, a high level of inflation
means the necessity to incur high costs of debt servicing, hencein such a case one
should expect a tendency to their reduction on the part of economic entities and an
increase in the share of own capital, instead of financial liabilities. In turn, a high tax rate
stimulates economic entities to build a tax shield.

Microeconomic criteria include a group of specific factors directly related to the
enterprise in question, such as?

1 cost of used capital;

1 current level of indebtedness as expressed by the debtto-equity ratio;

1 the way in which financial commitments are secured,;
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the degree of freedom to decide on the use of funds;

the speed of obtaining funds;

the formalisation degree of procedures accompanying the raising of funds;
the effect of financial leverage;

profitability of the resources and profitability of the company 2 operations;
financial risks;

financial flexibility of the company in the future;

=2 =2 =/ =/ A A A

the relationship between the company2 cash flow and planned debt and the

ability to service it.

Equity can be divided into three groups:1©

1 entrusted capital, i.e. capital contributed by the founder(s) of an economic entity;

1 self-financing capital, i.e. capitalarising from the accumulation of surpluses (profit)
of economic activity for development purposes;

1 revaluation reserve.

Depending on the organisational and legal form, the entrusted (core) capital may

exist in various forms and the self-financing capital may consist of different volumes.
1.2. Outside capital and its types

When a company does not have enough of its own cash to cover its expenses, it
looks for additional sources of financing. One of the possibilities offered by the market
is outside capital. It is aoutside source of financing for property resources, which have
been placed at the disposal of an enterprise for a specified period of time.Such funding
is always external to the company. Debt capital is characterised by: temporariness of
its use, need for repayment within a specified period of time and payment for the
possibility of its use.!!

The advantage of such a solution is that if any additional costs arise, for example
interest, the company can recognise them as a business expense. While the
organisation has more taxrecognised costs, this affects the amount of income tax. In
addition, it impacts the efficiency of the company and can improve the leverage effect

(raising the return on equity as a result of usingoutside capital). The disadvantage of
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reaching for outside capital is that it requires meeting certain conditions, which are
often not achievable by companies, as well as additional security in case of problems
related to the solvency of a business entity.1?

Skilful use of outside capital makes it possible to increase the scale of profits
obtained by the enterprise, and thus to maximise the scale of ownersZbenefits. This is
one of the reasons why entrepreneurs find support by means of alternative sources of
financing in the form of outside capital.*®

The literature describes many types of outside capital financing sources.M. Daniluk
indicates one of the most interesting and at the same time the most extensive
classification. According to him, there are twelve types of outside capital on the market.
These are!* bank credits, loans, leasing, factoring, debt securities, franchising, strategic

investors, forfaiting , venture capital, business angels, credit insurance and subsidies
Bank credit

Bank credit is the most widespread form of debt financing for business entities. It
plays afundamental role in stimulating the economic activity of all entities participating
in the market. If a given economic operator decides to take on a financial commitment
for investment, or start or expand a business, it is essential to know the types of credit
and the range of products offered by banks'® as well as cooperative savings and credit
unions.'6

A bank credit is a written agreement between a bank and a borrower. In the
domestic banking system there is no single comprehensive, uniform division or
nomenclature of credits granted by banks. The parties to the contract may themselves

decide on the form of the contract and the form of the credit. However, due to the
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essential elements that credit agreements should contain, several types can be

distinguished and credits can be classified according to certain criteriat’

Table 1.1. Types of credit according to selected criteria

Criterion ‘ Types of credit
Subject (intended use) revolving credit
investment loan
short-term
medium-term
long-term
current account overdraft facility
credit account overdraft facility
discount credit
acceptance b one-off credit
relating to the purchase of invoices
in the form of a non-revolving and
revolving credit line
bridge loan
fixed interest rate
floating interest rate
fixed floating interest rate
commercial
preferred
in fixed or floating capital instalments
annuity loans
loans where interest is paid upfront or in
arrears

Financing period

Form of credit

=4 =4 -8 -4 8 9|4 8 4 -9 9

Interest rate

Preference

Method of credit repayment (principal and
interest)

= =4 8 -8 a8 -8 —a 9|9

Source) 1Y 1- E -Kredytbankowya JOI %3 J°W T  °©JCJ EXC«Y°3E«Xz- Z «J«’
°3IEXT YM -3 °C7z 3 XNX-31-2a A"d Az +X-2332Z i3 EXaE” T A
Geograficznegaz | A3d (2Mpp. 152-163.

Creditworthiness means the ability to repay a loan with interest on the dates
specified in the agreement. As regards business entities, creditworthinesharacterises
those companies whose assets andhe level of financial effectiveness of their business
activity provide full security for the fulfilment of their obligations not only towards the
bank, but also towards all creditors. Referring to the general concept of
creditworthiness, it should be mentioned that in this respect banks, granting credits to
economic entities, have a lot of freedom in establishing the main factors determining

the amount of a credit that can be taken.18

7 Narodowy Bank Polski (NBP),1 3 XTE® MJ«| - CE ®©J| - 213 pProjekt Z «J« - CJ« .
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It should be noted that these factors depend both on the type of bank which grants
the credit, the type of credit itself and the entity which applies for it. In characterising
creditworthiness, two types of assessment should be enumerated. Namely, in almost
every case, the bank analyses both quantitative (measurable) and qualitative (non
measurable, the outcome of which depends onthe bankz individual approach and the
adopted evaluation criteria) factors. The bank then assesses these factors as a whole,
and on this basis determines creditworthiness

Referring to the above elements, it should be stressed thatb regardless of the type
of bank B every bank must comply with the binding regulations resulting from the
banking law and various regulations or recommendations. It isenough to mention
recommendations of the Polish Financial Supervision Authority (KNF), which, as an
entity perf orming a supervisory function, reacts to situations occurring in the financial
market and may issue appropriate regulations limiting or prohibiting the granting of
certain types of loans or, more broadly, banking products (not only bank credits).1®

A credit can only be granted by banks. The term means an amount of money that a
financial institution provides to a borrower for a period of time specified in an
agreement. As already mentioned, a credit agreement should be drawn up in writing. It
must contain elements such as the amount, the terms and date of repayment of the
credit, the interest rate (and the conditions for changing the interest rate), and the
amount of the commission. The amount owed should be repaid within the time limit set
out in the above document, together with interest. This is regulated by the Consumer
Credit Act. A consumer may obtain a credit after a positive verification of his or her
creditworthiness. This means that the potential borrower has the ability to pay the
instalments every month. Creditworthiness determines the amount of the borrowed

sum .20
Loans

A loan is a broader concept thana credit. It can be granted not only by a financial
institution but also by a natural person. It is important that the borrowed money (or

objects) mug belong to the lender and not to third parties. The rules for granting loans
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are set out in the Civil Code. Lending companies must also operate in accordance with
the Consumer Credit Act. To receive this type of financial support, it is not necessary
to state the purpose for which the money is to be spent. What is more, under Polish
law, loans not exceeding PLN 500 do not have to be concluded on the basis of a
contract. The money may be given back on the basis of rules to be established between
the lender and the borrower. The document should be signed only in the case of
borrowing an amount or objects of a value exceeding PLN 5007

In Lithuania, when concluding a loan, a written agreement is required if the
obligation exceeds the amount of EUR 579.24. If the lender is a legal person, a written
agreement is always required, regardless of the amount of the loan??

A loan differs from a credit Dsee table 1.2. The first difference between a credit and
a loan involves the entity providing financial support. In case of credit facility, this is
exclusively abank, whereas a loan is granted by an institution or an individual. The
purpose of the received money must be specified by the borrower. The borrower, on
the other hand, may spend the received amount or use the borrowed items for any
purpose, which he or she is not required to provide. Another difference between a
credit and a loan is the way it is regulated. Information on granting a credit can be found
in the Banking Act, while a loan D in the Civil Code. Another very important element
that differentiates these two ways of raising outside capital is the type of contract. The
borrower and the lender are obliged to sign a contract, which contains information
about, among other things, the term and costs of the commitment. However, in case of
a loan of less than PLN 500, there is no need to conclude an agreementSuch a
document should be drawn up when the value of the money or borrowed items exceeds
that amount. There are always fees associated with a credit, such as commission and
interest, whereas a loan may be free. A credit also differs from a loan in the form of
ownership of the transferred capital. The borrower receives the capital at his or her
disposal, but it does not become hisor her property. A loan, on the other hand, is owned
by the borrower. It is also important to note that the institution granting a credit may
lend money that is not its own, whereas the person granting aloan may only dispose of

the capital that he or she owns.
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Table 1.2. Differences between a credit and a loan

Criterion Bank credit
Range of control The Civil Code The Bank Act
Contractual parties Apart from a bank, a loan may The lender may only be a bank
also be granted by another non-
bank institution
Subject Cash or goods of a kind Cash only
Purpose of funding No need to specify Need to indicate the purpose of
the credit
Interest rate Not required Required
Premise for the conclusion Mutual consent of the Need to verify the borrower 2
of the contract contracting parties creditworthiness
Restrictions on granting No statutory restrictions Restrictions on debt
concentration with a single
borrower

Source: B. Baran, K. Biernacki, A. Kowalska, A. KowalskLeasing, kredyt, faktoring jako formy finansowania
CIEXT” YM -3 °CM J«JX EJ ° -3, Piling Wapdddvd 2016, pp.43-B.E @ N TXJ

Leasing

When applying for a bank loan, problems may arse in obtaining this source of
capital. One alternative for obtaining external funds is leasing. If a company lacks
sufficient capital to purchase machinery, a car or real estate, this is a suitable tool for
obtaining the items in question.?® Leasing is umerstood as a certain form of trading in
the fixed assets of a company and is classified as a longerm form of financing .24

Leasing is a civil law contract between a lessor (financing party) and a lessee (user).
The lessor is usually a specialised institubn that concludes the leasing contract with
the lessee. The lessee is a participant in the transaction and must fulfil certain conditions
in order to possess the lesso® asset? In the simplest terms, leasing is similar to long
term rental or hire purchase. In essence, the leasing companyeleasesan asset to the
lessee in return for a contractually agreed monthly payment. A leasing agreement is
signed for a fixed period.?®

What distinguishes leasing from hire purchase is the fact thatthroughout the period

of the contract the lessee has the possibilityto use fixed assets or real estate without

20Y +3 EECYNEIAXTYBOWEXT ™ YM -3 ©°CIJY8BNNMNEKJITEETDTJI QGXK«NBN
FJ3 EJCW Y Alaany

B5Y KENAIW €LY F (FHAIFIK ™) AT Y-80W « X TE J7"JX«-@N ° 3 EX
- TJO°! -CX ! - QX¥-&XZ «W A&ARETEI CJ

Bg. ©o. @pX o «J | NEE2 § bb KEQ Y& KEA «V XpWWEHANK! 1M -3 NEbN-
°© ¢ XCCGCM E B2 - KX~  «UEB @NARA T AT &F VY

13



being their owner. The difference between leasing and hire purchase is the initial
payment (which determines, among other things, the number of instalments) and the
right to buy out at a predetermined price. This means that after the expiration of the
contract, the lessee can buy the object of the lease for a preagreed amount?’

The literature classifies are many categories of leasing. These vary depending on
what is leased, as well as how the contract is structured, who may be a party to it and
what rights and obligations both parties have in relation to the leased object D see table
1.3.

Table 1.3. Types of leasing according to selected criteria

Criterion | Types of leasing
Legal and fiscal nature of the agreement 1 financial
9 operational
Number of parties involved in the transaction 1 direct
1 indirect
Lessee status 9 dedicated to entrepreneurs

9 consumer leasing

Sourcee Co to jest i na czym polega leasing?https://www.vivus.pl/moje -finanse/poradnik-
pozyczkobiorcy/co -to-jest-i-na-czym-polega-leasing/#gref, [21.01.2021]; Europejski Fundusz
Leasingowy S.A., Rodzaje leasinguC N| J3 J| °© X3 E" ° E| J https:/efl.pl/plMizpes«-I «
ty/artykuly/rodzaje -leasingu/,[31.01.2021].

The most common division of leasing is based on the legal and fiscal nature of the
contract. A distinction is made here between financial leasing and operating leasing?®
The difference between these forms depends on which fixed asset is included in the
leased item. In financial leasing, the item is included in the lesses assets. This means
that if an entrepreneur t akes a car under financial leasing, he or she is obliged teecord
it in the fixed assets register. In this case, the lessee may include additional costs, such
as interest, as taxdeductible expenses He or she also includes the depreciation of the
asset. Financial leasing is similar to hire purchase, although the lessee does not become
the full owner of the asset until the end of the contract. This occurs automatically when
the last instalment is paid, as the total leasing amount covers the economic value of the
object. In this variant, the lessor must pay the VAT in full already at the moment of

signing the contract.?®
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Operating leasing is a more common option, more akin to renting. In operating
leasing, the object is included in the lessois assets. In this case, the lessee deducts the
entire incurred value, including finance costs in the form of interest as well as capital
instalments.2° The total amount paid by the lessee during the term of the contract does
not cover the value of the object, so the parties agree on an initial payment and a
redemption payment. VAT is paid in instalments.

Another division of leasing is direct and indirect leasing. In direct leasing, the
manufacturer leases its product to the customer. In indirect leasing, the lessee signs a
contract with a leasing company (or, for example, a bankoffering such an option) which
purchases the item from the manufacturer.

It should be noted that this type of financing may also be used by natural persons
not conducting business activity. It is them for whom consumer leasing was created. It
is a civil law agreement which has features of a credit anda lease. It allows consumers
to lease such items as a cara washing machine,a TV set, a refrigerator, furniture or a
flat. They can use them without having to contribute their own money . They sign a
contract with the lessor, obliging themselvesto pay monthly instalments by means of
which they repay the value of the leased item. Consumer leasing issubject to far fewer
formalities than a credit. It can be used by people who do not have high
creditworthiness. This type of leasing allows consumers to avoid repairs, technical
inspections or insuring a car themselves. The leasing company takes on these
responsibilities and bears the necessary costs if the user chooses an offer with a

package of additional services3!
Factoring

Factoring is a useful tool if a company wants to pay its vendors for goods or services
on time, but does not have enough cash. Itis a way to prevent payment bottlenecks B
it provides financing for current operations and improves the company2 liquidity.
Thanks to factoring, an entrepreneur can pay his or her liabilities on time or before their

due date.32
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There are three parties involved in this type of financing. The first is the
entrepreneur D the seller, i.e. the seller of his or her receivables. As a client of the
factoring company, it sends invoices issued to its contractors for processing. The
second participant is the factor, i.e. the financial institution. It may be a bank or another
specialised company dealing with factoring services. It purchases the receivables from
the seller, i.e. it is an intermediary between the other participants in the transaction.
The factor then transfers funds to the entrepreneur 2 account in the form of an advance
(about 80-90% of the invoice value).3® The last entity is the counterparty - the debtor,
i.e. the entity having a liability towards the supplier of goods.3* He or she is obliged to
pay the invoice within a specified period.

Factoring involves a company selling its receivables from its recipients to financial
institutions in order to receive the receivables on time. The given institutions then pay
for given liabilities towards the given company, while the receivables of the recipients
are transferred to that financial institution. 3° In practice, the client submits invoices of
his or her choice to the factor before their due date. The factor finances the client
invoices, i.e. pays the funds for the invoices directly into the clientd business account.
The client is obliged to pay the invoice to the factor 2 account.

Several categories of factoring services can be distinguished. Each of them may

occur separately, but they may also be combined with each otherb see table 1.4

Table 1.4. Types of factoring according to selected criteria

Criterion Types of factoring

S I receivables
Nature of the obligation
g 1 debt
1 full
Assumption of the risk of counterparty insolvency 1 partial
T mixed
. L . open
Time of notification of the debtor on the factoring 1 P
I secret
agreement .
9 semi-open
I single
Use of factoring services 1 global
9 factoring limit
. . . 1 domestic
Nature of cooperation with counterparties . .
9 international
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Criterion Types of factoring

1 discount
Time of receiving payment for the sold receivable I advance
1  maturity
Source: Faktoring C C  EE" °! - W N- °-C o« X«XB TBzZXTEIXP-3«dz-Q

https://faktoria.pl/porada/faktoring ,[21.01.2021].

With regard to the nature of the liability, we can distinguish receivables and debt
factoring. In receivables factoring (which can be divided into purchase and sale
factoring), the entrepreneur sends invoices to a factor which transfers 80-90% of their
value to the account of the client. The factor purchases the receivable and the client
must pay it back. Debt factoring (reverse factoring) is when an entrepreneur enters into
a debt with a factoring company that must be repaid within a certain period of time .
This type of factoring is also called reverse factoring Reverse factoring is a service in
which the entrepreneur indicates to the factor the entities supplying him or her with
products, goods or services that will be able to use such aform of financing. In this
model of factoring, the suppliers receive due funds from the factor when the
entrepreneur presents him or her with an invoice and confirms that he or she has
fulfilled all agreed terms of the order. The factor then pays the invoice redemption
amount plus interest to the factor within a contractually agreed period. This way, the
entrepreneur can order more products or services that he or she needs for the proper
functioning of the company without paying for them at once. 3¢

With regard to the assumption of the risk of counterparty insolvency, factoring can
be divided into full, partial and mixed. Full factoring (non-recourse factoring) transfers
full responsibility for the supplier 2 insolvency to the factor. If the entrepreneur receives
an advance payment from the factor (80 -90% of value) and the factor does not receive
payment from the counterparty, the entrepreneur does not incur any costs and does
not have to return the advance payment when the invoice is non-recourse. For this
reason, it is the maost expensive factoring service on the market. However, when the
invoice is in recourse, the entrepreneur can pay for the financing. Only after about 6
months does the insurer pay the funds. Typically, such highrisk factoring transactions
are additionally secured by receivables insurance. Then the factor receives the money

from the insurer or commissions the collection of receivables. Non-recourse factoring
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is a service in which the factor buys the receivables from the supplier but is not
responsible for the supplier insolvency. If the debtor fails to make payment to the
factor, the entrepreneur will be obliged to pay . Factoring companies, on their part, very
often offer the client assistance in recovering the receivables. Mixed factoring is a
service that includes elements of both full factoring and partial factoring. The factoring
company agrees on an amount up to which it is liable for the debtors insolvency. If the
amount is exceeded, the liability falls on the entrepreneur, who must pay the invoice3’
Another classification criterion is the moment of notifying the debtor on the
concluded factoring agreement. Here we can distinguish open, secret and semiopen
factoring. In open factoring, one of the parties to the factoring agreement must
immediately notify the debtor about the assignment of the receivables and about the
payment of liabilities © - ° | Xs aZcdudt® Qpensfactoring is the most popular and
the cheapest factoring service in Poland. With this model, factoring companies can
verify their co ntractors so that the risk of insolvency is as low as possible, and the
quality of the cooperation with the debtor is recorded in databases shared by all
factoring companies on the market. By these means, the counterparty will certainly be
more disciplined when it comes to paying his or her liabilities on time. An important
issue when choosing open factoring for entrepreneurs may be the possibility to include
this service in their tax deductible expenses. Factoring services in Poland are subject to
a 23%rate VAT. Silent factoring means that the client is not informed about the
assignment of the liability. If the debtor pay” °] X 3 XNX AJIMKX’
account, he or she must transfer the receivables to the factor. Entrepreneurs often
choose this type of factoring for quite simple reasons. Usually company owners are
JZ3J T - Zsréaftidhtcthe NsgignenPoireceivables. They also want toavoid
providing them with information on this subject or are terrified of dealing with
formalities. In fact, factoring positively influences the assessment of the supplier,
because before signing a factoring agreement, the factor thoroughly verifies the
financial situation of the entrepreneur. What is more, the factor usually takes care of
all the paperwork and notifying the counterparty of the assignment. Silent factoring is
useful when a company needs fast financing and the counterparty has a contractual

prohibition on the assignment of claims. Increasingly, local government units do not
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want to agree to such an assignment. This type of factoring is usually used in the
commercial sector. Semiopen factoring occurs when the debtor only learns about the
factoring agreement when he or she receives anotice on payment from the factor .
With regard to the manner in which factoring services are used, single factoring,
global factoring and factoring limit are distinguished. Single factoring occurs when the
entrepreneur provides the factor with financing only for invoices of his or her choice.
This is an ideal solition when the business owner wants to use factoring services from
time to time. Global factoring is when the entrepreneur provides for financing all the
invoices from customers that have been entered into a factoring agreement. The
factoring limit differs in one way from the global factoring. Before signing a contract
with an entrepreneur, the factorca® X ZAKKE N| XN! ~ s fnandal stuafod X ° 3 X « )
and then grants a certain limit for financing invoices. The factor will not verify the client
in any way up to an agreed limit. However, the situation is different when the
contractors are considered unreliable payers (the factor gets to know the debtors later,
after the agreement has been signed with the factor and the factor has reported the
clients). Then one can expect a refusal to finance the invoices, despite an agreed limit.
Another criterion is the nature of cooperation with the counterparties and, within
this framework, domestic and international factoring are distinguished. Domestic
factoring can be used by companies that cooperate with their business partners from
the same country. This service allows for an efficient flow of money, by releasing
Z#3 - E Xash/in invoices. This is the secalled invoice financing. In Poland, this method
savesan entrepreneur the need to wait 60 or even 120 days for a contractor to pay the
liabilities, instead, he or shereceives funds immediately after the invoice is issued from
his or her factor. Everything is based on the factoring company taking over the
receivables and transferring them to the account of its client. The entrepreneur can
then pay off his or her current debts ahead of schedule without spending additional
money. Domestic factoring is a good option for manufacturing companies that have a
high level of receivables, and therefore may have problems with working capital for
current operations. International factoring is designed for companies that want to grow
and send their products and services abroad or import them to Poland. Therefore, we
distinguish export factoring, which involves selling products to foreign markets, and

import factoring, which involves companies importing goods from foreign markets into
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Poland. In case of exports, receivables factoring is very useful, as in other countrieene
may encounter very extended payment terms for invoices. However, if the business
relies on imports, factoring will ensure the credibility and solvency of the Polish
importer. It should be noted that currently most international factoring transactions are
carried out with the participation of two factors. Factoring in such an arrangement
ensures the fastest and most effective factoring operation. Both the export factor and
the import factor are involved in the transaction. The export factor assigns receivables
purchased from the exporter to the import factor, who in this way acquires the right to
receive payment for the transaction from the importer. The import factor then transfers
the payment to the export factor, so that the latter can finally settle acco unts with the
entrepreneur. If the foreign client defaults on his or her payment, the import factor still
pays the export factor and begins collection 38

Depending on the time of receiving payment for the sold receivable, discount
factoring, advance payment factoring and maturity factoring are distinguished. In
discount factoring, the factor takes over the claimsat the time the factoring agreement
is signed. The date of payment of the receivable by the counterparty is irrelevant here.

In advance factoring, the factor pays the entrepreneur an advance on the receivable.

The rest of the amou« ° T 03 J «” Z X$atasunt when the debtor pays th¥ « © Z

invoice. Maturity factoring occurs when the entrepreneur receives the amount from

the sale of the receivables only after the debtor has paid the receivable to the factor. 3°

NN-3T «z ©°- 13EE"E°- W ZJN°-3 «z | XK°~

fact that you will receive from the factor the opportunity to pay your suppliers in
advance?® The main advantages of factoring are the safety of the transaction and the
certainty of maintaining financial liquidity, which are of great importance in running

own business.
Debt securities

Another form of debt capital financing is debt securities. The securities instrument
involve bonds. A bond is a certain documentconfirming that you have an obligation in

a certain amount and to repay this obligation on a certain date?! Bonds are based on
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the fact that they are taken out by investors who own the bonds. Investors are called
bondholders. The issuer, on the other hand, is the person who issues the security?

Financial instruments with a maturity of up to one year are traded on the money
market. These instruments include shortterm debt securities, including:

1 short-term corporate debt securities;

9 treasury bills;

1 deposits.

The capital market involves trading in, inter alia, medium- and long-term securities.
On this market, bonds and shares issued by jointstock companies or limited joint-stock
partnerships are sold and bought. In this way, a company with such a legal entity can
increase the funds at its disposal to finance its investment activities

Joint-stock companies have the right to issue securities, i.e. shares. Other
companies, on the other hand, issuecompany shares. In both casesjssuance increases
° | X N- &share«chp#tal, which is a type of shortterm external financing. Issuance
of shares in a joint-stock company may be addressed to existing shareholders or to all
investors potentially intereste d in acquiring shares

In the literature, bonds are considered under different criteria. One of the criteria is
the type of issuer. Here one can distinguish treasury bonds, where the issuer is the
State Treasury, municipal bonds issued by local governmentassociations and
commercial bonds, where the issuer is the investor. With regard to the method of
interest, the following types of bonds can be enumerated:*

1 fixed-rate;

9 floating rate;

1 index-linked Bwith a guarantee of interest payment;
9 zero coupon (discounted)P no interest is paid.

Another criterion is the maturity of the bond. In this case a distinction is made
between short-term bonds (up to 5 years), mediuniterm bonds (5-10 years) and long

term bonds (over 5 years).*®
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Franchising

The Polish Franchise Organisation defines franchising as a permanent, contractual
relationship between the franchisor and the franchisee. This relationship results from
the obligation of the franchisor to provide the franchisee with know -how on an ongoing
basis throughout the term of the agreement. At the same time, the franchisee is obliged
to pay franchise fees or other benefits to the franchisor, depending on the agreement
between the parties. Additionally, the following characteristics of franchising are
emphasised: economic, legal and organisational independence of the franchisee from
the franchiser.*

Franchising is a longterm form of cooperation between enterprises. It consists in
one entrepreneur making his or her image available to another entrepreneurin such a
way that the business activity of the franchisee is carried out under the brand of the
franchisor.#” Acco® T «z ©° - ?° ] C id\npthtwusizeds)buth |s a way to do Z
business. It is an essential marketing concep® an innovative way to distribute goods
and servicesZ® With franchising, the entrepreneur is able to start a business that
already has a certain image in the market and aange of customers.

If an entrepreneur decides to cooperate in the form of franchising, he or she will
receive afrom the franchisor a franchise package which belongs to the franchise
system. This package usually includes permission to use patents, copyright and
trademarks, know-how (concepts, techniques, forms, ICT systems, sales tools,
marketing materials, manner of organising the franchise network and units, etc.) and
other industry -specific elements and training information. The franchise padkage
N- «”  ~°7 - Z strgdemark, prover\khowledgé an how to run the business,
an operations manual tha includes procedures, services provided by the franchisor and
fees to be paid by franchisees??

The franchisor is the owner or holder of the trademark and other indications (logos,

symbols, etc.) and authorises the franchisee to use them
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Know-how is the unique knowledge on how to conquer and expand markets, how
to compete effectively in a given industry or segment, and how to solve business
problems in practice. Within the know-how B usually described in the socalled
operational manual P the franchisee receives in particular: the original market offer
(product, service), process descriptions, operation schemes, business methodas well
as practical techniques and procedures regarding &) J~ ° XN° °~ -Z O°| X zZ3]
operation.*°

The franchise fee consiss of financial allowances for the franchisor, generally
divided into an initial fee and ongoing monthly fees, and sometimes also special funds
such as a marketing fund

There exist several factors that encourage entrepreneurs to start a business in the
form of franchising and these are:>!

1 a well-known brand that can give the entrepreneur a big advantage over

competitors;

1 aunique product B something that cannot be easily copied or is unique in itself;

1 unique know-how (business model, knowledge, ICT systems, patents, concessions
and others) b something that cannot be developed either quickly or cheaply;

1 agood location Bvery important in traditional trade or e.g. financial services;

1 aclear operational competitive advantage b (suppliers, logistics, etc.)p most often
resulting from extensive experience or developed business relations of the
franchisor;

1 a mix of the above P i.e. a welkcomposed business model,a consistently
developed idea which respondsto market needs.

Franchising can be divided according to several criteria, including: type of activity,

form of know -how, or the organisation of the system.

Types of franchise by activity:>?

1 distribution (sales) franchisebthe franchisee sells the assortment provided by the

franchisor. The franchisee can purchase these products or it can be a deposit
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franchise where goods ae the property of the franchiso r and the franchisee is the
sales agent betweenthe brand and the customer. Examples of he distribution
franchise model are grocery shops, shoe and clothing shops, petrol stations,
pharmacies, cosmetic industry (drugstores).

1 service franchising D in this type of franchising, apart from the rights to use the
name and logo, he buyer of the licence receives access to the technology and
recipes, procedures and philosophy of providing a prticular service. The
franchisor provides support in arranging the premises, i.e. the service point, and
organises training in the field of customer service. Service franchise usually
involves chains of bars, restaurants, cafes, banking, financial and insurance
services,the educational sector.

Another categorisation of franchise is by the type of know -how, by virtue of which

two forms can be identified:

9 product distribution franchising B a business based on cooperation between a
supplier of goods and a seller. In this case, longerm marketing plans or complex
sales strategies are not important for the franchisor, so the knowledge about them
is not transferred.

1 business concept franchisirg b here, the franchisee benefits from the full know -
how transferred by the brand owner. Together with the licence, the franchisor
sellshis or her business model, provides all marketing plans, equipshe franchisee
with an operation manual which is a detaled description of procedures and
strategies applicable in the business model of a franchise network

With regard to the organisation of the system, the following types of fr anchise can

be distinguished:

i direct B an agreement is concluded directly between the franchisor and the
franchisee. The franchisor himself or herself grants the licence, assists the
franchisee in running the business, controls the fulfilment of the agreement.

1 multi-unit B the franchisee runs more than one franchise unit. In practice, multi-
unit fran chising means that the franchisa has fewer partners who run several or
more units.

A separate category is subfranchising (master franchising), which is a type of

franchising found in networks operating worldwide, where the franchisor does not have

24



the possibility to constantly control the franchisees. Therefore, the franchisor gives
them more contractual freedom in terms of selection of assortment or ingredients
products characteristic for the region, as well as exclusive rights to open franchise

outlets in a given region.>3
Strategic investor

T 03 J0° Xz Hnindiwid&x or fegab entity that bwns more than 50 percent
of the shares in a companyZ* This is usually another companybeing a trading company
or civil law partnership. The strategic investor takes over the subsidised company. Most
companies are focusedon growing their business, so the strategic investor assists the
acquired company financially, provides growth opportunities and allows it to maintain
liquidity. This is advantageous if the organisation is applying for a bank loan. The
strategic investor should operate in a business similar to that of the subject of the
engagement, so that his orher knowledge of the industry (know-how) allows him or her
to take an active role in the management of the company and enables further
development of the company. A strategic investment is usually the prelude to a full
acquisition and integration of companies® The investment horizon of a strategic
investor is unlimited. This results from the nature of the investment itself. The acquired
N-2°J«E ©° J 3 8 long-Brmddvelopment AMatedy,-hénge the investor
never defines the investment horizon.%

The main tasks of a strategic investor include®’

9 taking full control of the development process;

1 ensuring close coordination of approved development plans;

1 ensuring a high investment intensity, decisive for the increase of the land value;

1 limiting public investment, thus minimising budgetary risks

A strategic investor pays great attention to the market position of the acquired
company and the complementarity of its product offer. Therefore, the main sphere of

interest will include companies with strong and recognisable brandsas well as entities
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with a high potential for expansion with the support of a more experienced market
player. In cases where the strategic investor already has a strong brand, through
acquisitions it may seek to acquire addtional production capacity, which is an
alternative to conducting a greenfield investment process.>®

The main threat for entrepreneurs acquiring strategic investors is that the aim of
such investors is to take full control over the enterprise. The investor introduces his or
her own management system or know-how in the company, as well as own
management staff. The company may develop with substantive and financial support,
but the danger may involve losing control of the current owner over his or her business
The strategic investor will want to introduce his or her own concept of future
development to the acquired company, while the owner will only be able to influence
thX zX«X3JHK /£ ~ - g activii, a8 heXor e il emainZts partial
shareholder.>°

Strategic investors can be divided into entities conducting horizontal consolidation,
i.e. the acquisition of a company with a competitive portfolio of the offered services
and products, and vertical consolidation, also known as vertical integration. Vertical
integration means that acompany seeks to expand its range of competencies by
operating simultaneously in several sectors belonging to the same value chain.
According to the direction of integration, a distinction is made between forward vertical
integration (ac2 A 3 «z NA’ ° - 2 X§ grodugts ér sedviceb) -afd backward
vertical i« ® Xz3 J° -« 3JN2 A suppliers. In TaseNof bdth] typEsZ of
integration, one of the main investment crit eria is the achievable synergy effect for
which the strategic investor is prepared to pay an additional acquisition premium over
the vI KAX 3 X~ AK° «z & vakdtion.°ThiX prelium tndy«ré&sidt from
synergy effects observed in the operational area (relating to productivity and cost-
effectiveness of production, the competitive position of the company, securing the
supply or sale of goods and services and many other aspects) or financial area (such as,
inter alia, lower cost of raising capital by the company or the possibility of enjoying tax

benefits) of the company.°
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In addition to strategic investors, there are also financial investors who provide their
capital to the entrepreneur and in exchangeexpect a certain return on their investment.
They do not interfere in the management of the company or internal processes.
Strategic investors, on the other hand, offer comprehensive support B both financial
and substantive 8! The group of financial investors primarily includes private equity
funds. These are investment vehicles which aim to invest capital in private companies
with high growth potential. On average, the investment horizon for private equity funds
is between three and five years. After this period, the funds usually exit the investment
by either making the company go public or selling its stake to another financial or

strategic investor.
Forfaiting

Forfaiting is a similar tool to factoring. It also involves executing claims from
customers incurred by companies selling their goods. The difference between factoring
and forfaiting is that factoring is used by small companies, while forfaiting is used by
medium and large entities, except that forfaiting also applies to international
agreements. Arother difference between the two forms of financing is additional
services. In factoring there are additional services, while in forfaiting there are none.
Another differentiating factor is the collateral for the receivables. Forfaiting requires
collateral, whereas in factoring this is not required.®> The most common forms of
forfaiting are :63

1 blank promissory notes;
1 sureties and bank guarantees;
1 mortgage securities.

This form of outside capital also distinguishes three parties involved in the contract

signing. These are®
i forfaitist Ba company that sells goods or services to its customers; it sells itglaims

to a forfaiter;
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i forfaiter Ba bank that buys claimsfrom a forfaitist;
1 debtor B owes money to a supplier because of a purchase of goods or services

Forfaiting may also consist in the purchase of term receivables in foreign
transactions, which take the form of, for example, bills of exchange, while excluding the
right of recourse against the assignerof the bill of exchange. As in the case of factoring,
two key actors are involved in the settlement operation: the forfaiter B a specialised
financial institution of known international standing or a large bankb acquires trade,
leasing or bills of exchange receivables from the forfaiter, i.e. the exporter, while the
forfaiter receives remuneration in the form of discount interest. The interest depends
on the value of the purchased claima« T ©° | X J°~ ~ X~ 2 X & %isk ofZ
insolvency. The forfaiter assumes this risk and the forfaitist does not have to wait for
repayment of the debt by the debtor, thus preserving a free financial turnover of the
company.5®

Both factoring and forfaiting involve a third party Bthe debtor. However, this is not
a party, but only a participant in the legal relationship. Both settlement operations
belong to the group of unnamed commercial contracts and are concluded in accordance
with the general principles of civil law, and they are usually signed throughnegotiations.
However, a forfaiting agreement is one-off, as only one claim can be included in a given
contract. As far as factoring is concerned, the contract is either continuous or periodic
b for example, one year or more and covers both existing and fuure claims. The
factoring contract is concluded in an open, semiopen and, more rarely, secret form
(where the debtor is not notified). A forfaiting agreement, on the other hand, assumes
the form of a secret one.

Differences emerge in the area of operation of the two clearing options. Forfaiting
has limited room for manoeuvre because it focuses mainly on international trade.
Factoring, on the other hand, apart from taking into account international trade, also
extends its services to domestic trade. Moreover, forfaiting is more costly due to the
lack of recourse and the medium to long-term maturity of the service. The factor pays

an amount of 70% to 90% of the claims to the factoring agent at the very beginning
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before the due date. The forfaiter, in turn, pays 100% of the value of the claim minus
the forfaiting rate upfront to the forfaitist. ©®

Therefore, an entrepreneur deciding on one of the two types of contracts described
above should first consider the nature of each, carefully analyse treir rules and adapt
them to his or her own possibilities and needs

The literature distinguishes the following types of forfaiting :¢7

i forfaiting of trade receivables P purchase by a forfaiting institution of a medium-

or long-term cash trade claim prior to its due date, with the payment of a discount

interest to the forfaiting institutona « T ° | X J~ ~ A2 °©° gsselvencyZ °©° | X

risk. The purchase of the claim by the forfaiting institution is effected by the
conclusion of a forfaiting agreement. This agreement results in a change of the
creditor, where the existing one is replaced bythe forfaiting institution. As a result
of the conclusion of a forfaiting agreement, the forfaiter does not assume the
obligations arising from the trade agreement. Among other things, the forfaiter
does not assume any liability under warranty and guarantee
There are always three parties toa forfaiting transaction :62

- the bank purchasing the claimb the forfaiting institution (forfaiter) ,

- the seller or supplier of goods or services selling the claimb forfaitist ,

- the customer of the forfaitist who purchases goods or services from him

or her bforfaiting debtor .

1 forfaiting of bills of exchange receivables, sometimes referred to as discountirg,
refers to the purchase of medium- and long-term bills of exchange before
maturity, with advance discounting interest without recourse to the assignee. 6°

1 forfaiting of leasing receivables, i.e. purchase by a forfaiterof medium- and long-
term lease receivables prior to their due date against a fee to the forfaiter, with
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If the forfaiter J © ~ A2 X~ ©° | X 3 s’insolvend (ircliidig tiieXisk Of-nénzZ
payment), this is proper forfaiting. Improper forfaiting means that the forfaiter does not
assume this risk

When a forfaiter buys the claim directly from the seller of the goods or services, it
is called direct forfaiting. Indirect forfaiting occurs when the forfaiter purchases the
claim via another institution, i.e. when the foreign forfaiting company uses a local
Z-3272J) ©°Xs3 sccoufitly o itsKigrfalf.”* © X3 Z

Venture capital

The financing of venture capital of business activities consists of an external
investor injecting his or her own capital into a company for a certain period of time."?
The advantage of this solution is that the investor, in addition to his or her contribution,
also gives other resources to the company, including information and knowledge. The
main goal of the investor is to increase the profit of the company, and in later years sell
his or her shares’® Venture capitalists are specific companies, linked to financial
institutions. They invest in a new venture that has a significant risk of failure. This
ensures that the investor will receive a high growth rate if the venture is successful.”#
Venture capital entails high risk. It is usually invested in the initial stage of the
N- 2 ° J defelbpment or at the time of launching a venture.” The uncertainty of this
form of financing is mainly due to the fact that the funds entrusted by a larger company
to a smaller company do not constitute a loan. Rather, it is an investment that is
expected to bring certain benefits to both parties in the future. However, in the event
of failure, the investor may lose out. A large enterprise buys shares in a smaller company
that operates in a growth market and has a high growth potential. If the company is
provided with investment, it allocates the funds obtained in this way to a project that

will increase the value of the company2 shares in the future. The investor then sells
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more expensive shares or makes a profit on the shares. Usually the whole investment
lasts from 2 to 5 years.’®

Venture capital is intended for companies that have been operating on the market
for some time, have a proven business model and high growth potential. Investments
in new technologies are most often preferred. It is important that the owners of the
investing company see a high potental for development in the capital recipient.

Venture capitalists look for companies that employ effective management, have
a competitive advantage in terms of product offering, services or used technology.
Operating in a growth market and having a significant market share is an advantage,
not a necessity.

Also very important is the investment idea to be financed with the capital
obtained through venture capital. A large company, in order to decide to invest, must
forecast that the idea has a chance of succeas and a high potential

Before investing in a start-up, a venture capital fund carefully evaluates the
following issues:””

1 project potential,

1 competence and experience of the management;

1 rate of return on investment;

1 possibility of quick exit from the investment;

1 innovation of the project.

A positive opinion issued about a start-up means that its creator can receive money
from the venture capital investor as well as active support for the development of the
business in terms of content. In addition, the investor can bring his or her business
contacts, assistance in finding further investors as well as strategic and operational
advice to the start-up.

This form of financing has many advantages. First of all, a small or mediursized
enterprise gains capitd for a risky investment without having to provide any collateral.
In addition, venture capital also means nonfinancial support. The company gains access

to know-how and the knowledge of specialists. The investor, by purchasing shares,
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becomes a partner,thanks to which he or she monitors the activities of the company
and assumes part of the risk of investment. Large and small companies have one goal
in common Bto succeed and increase the value of the company. WWhat is more, injecting

« EXS Capitdl positively influences the image of the supported company. For
external entities, it is a signal that the company is worth investing in.

As far as the capital side of this type of financing is concerned, the company is not
obliged to make regular repayments d capital and interest, as is the case, for example,
of an investment loan. This increases the value of the company, which at the same time
has more resources to devote to the implementation of the project and the pursuit of
its objectives.

The disadvantages of venture capital include a partial loss of control of the company
resulting from the investor buying out part of the shares. This involves the necessity to
share profits, share power and take into account the opinion of the partner. Moreover,
this form of financing usually means a rather long period of acquiring an investor. It
usually takes about 6-12 months from the moment the venture capitalist contacts the
company until the investor enters the company. This period is therefore much longer
than in the case of raising capital via a bank credit

It is also worth noting that venture capital is one of the more expensive forms of
financing. It may give the wrong impression that its cost is low, because at the beginning
there is no need to repay the capital. However, when the investor leaves, it often turns
out that the company sold its shares too cheaply, because the value of the company
has increased several times. This will happen if the company is successful. The real cost
of capital should therefore be estimated at 20-30% per year.

In conclusion, venture capital is a form of financing intended only for certain small
and medium-sized enterprises. As a rule, it is not used by companies which are just
starting out, which operate in a market not characterised by high growth potential, or
which have a different form of activity than a capital company. Companies which have
used this form of financing include Amazon.com, Facebook or Google. Without the
support of private investors and venture capital, the founders of these global brands
would find it difficult to turn their innovative ideas into business .

The best known venture capital firms in the world are:"8
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Accel,

Andreessen Horowitz,
Benchmark,

Index Ventures,

Sequoia Capital

Bessemer Venture Partners
Founders Fund,

GGV Capital

IVP.
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Business angels

Business angels are individuals who invest their own money and time in a compny
with the intention of making a profit related to the increase in value of that company
or benefiting from the profits made by that company. In the United States, business
angels are also referred to as angel investors or informal investors. Business ajels are
a group of investors which is not homogeneous. These investors differ, among other
things, in their approach to the implementation of the investment or the manner and
scope of support.’®

Business angels are an informal type of venture capital. Theyare also referred to as
individual investors who are mainly unknown, due to their anonymity and protection of
their privacy. They are usually individuals who are entrepreneurs and managers. They
are characterised by the fact that they have experience in unning a business and own
capital and, moreover, they have experience and knowledge of how to manage a
business. The idea is thatan individual investor looks for a risky venture and invests in
it at an early stage in exchange for shares?

Business angelsseek investment through various channels. One of them are
business angel clubs. These are associations that organise various types of training for
individual investors and enterprises seeking investors. Another group is business angel

alliances, which is an informal organisation or group. It is usually formed when an
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investment project needs additional funding. Another solution are business angel
networks, i.e. non-profit organisations. They help to match the right investor with the
specifics of the venture. In addition, there are also electronic networks, where investors
search for a venture on various specialised websitesAnother option is syndicates. This
is one of the most formalised organisations. They bring together different groups of
investors who have similar interest to fund one common project. The last group is
business angel funds, where funds are raised from investors for various investment
projects.8?

The task of business angels is to search and invest in the most innovative, future
oriented and profitable businesses.This allows young entrepreneurs to obtain financial
and substantive support for their activity. In Poland, zangelsZ are gathered, among
others, around the Business Angels Cluls?

Business angels are not limited to a specific phase otompany development. They
make investments in start-ups, projects or companies at any stage of development. In
case of projects in the early stages of development of start-ups, business angels
participate in initial investment rounds in the pre -seed and ®ed phase, and more rarely
in the series A phase (at this stage astart-up has a product, but must demonstrate that
the business model adopted provides the possibility of achieving longterm profits ) 83

As already mentioned, business angels invest not onlyn projects or companies that
are at early stages of development. They also target companies that have been
operating in the market for a longer period of time. Business angels can provide such a
company with funds, for example, in order to launch a new production line, enter a new
market segment or complete work on a developed product or technological solution.
The acquired capital may also constitute the first, initial investment round for the
company, which in the long run will look for much larger financing. Such larger financing
may be provided by venture capital or private equity funds.

Most often, in exchange for providing the company with funds, business angels

receive astake in the capital of the company. In case of some investments in projects

81|, Piekunko-Mantiuk, « -"-C X M E«X A N | WEkpnoftia il Q) 3ZE KeTIE] « CQX1Z«
2014, 4, pp. 367-368.
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or companies at early stages of development, business angels do not take up such
shares in the company at the time of providing capital. Often, in return for the provided
financing, they take up debt instruments with an option to convert these instruments
into shares in the future.

In simple terms, business angel investors provide a loan to a company that can be
converted into shares under certain conditions. This is primarily aimed at postponing
the valuation of the company to a later point in time. For example, the valuation of the
company may be based on the valuation resulting from the next investment round.

Unlike venture capital funds, business angels do not always focus exclusively on
increasing the value of the company. They do not expect that the return of capital
together with a profit occur s exclusively through capital exit from the investment, i.e.
the sale of shares in the company. Business angels also allow for other possibilities of
achieving profits from investments in a company. There are manysuch possibilities.
They depend on the specific situation of the company, including, for example, the
profitability of the company or its development strategy .

Moreover, business angels most often do not expect a formal approach in the capital
raising process. Of course, much depends on their level of expertise in making equity
investments, including venture capital investments. The key steps in attracting private
investors are similar to those in attracting a venture capital fund as an investor. In other
words, the founder of the start -up has to encourage business angels to meet in order
to have the opportunity to present the project. For this reason, a key material is the so-
called investment teaser. It isa key investment material (apart from pitch deck and the
financial model), where its primary purpose is to attract the initial investor 2 interest in
the project and to encourage him or her to get more details.2* In case of business angels,
such a teaser does not have to bezperfectZas in the case of a fund. However, it is worth
thinking about adapting the investment teaser to a particular business angel or group
of such investors. The idea is to take into account the experience and knowledge of
such an investor. Funds are fairly homogeneous investors, smne can usually use a

single investment teaser. In case of a private investor, it is not alwaysuseful to have a
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pitch deck during the first meeting. Often, it is more advisableto present the project
without the support of a presentation.

This is because business angels often prefer to talk about a project over lunch rather
than a formal business meeting with access to multimedia projectors. This distinguishes
business angels from the formal approach used by funds

The due diligence process carried out by business angels is also less formal than for
funds. It also applies to the negotiation stage. This process isbased ona comprehensive
examination of the condition of the company. The investor wants to check whether the
offer is actually beneficial. The inspection covers the entire enterprise, giving a holistic
picture of the company. During due diligence, the company financial, commercial,
legal, tax and technological condition is comprehensively analysed to assess its
strengths and weaknesses®®

Business angels make investments in groups or independently. In the United States,
such investor groups are referred to as zsyndicatesZ In Poland, they are mainly found
within business angel organisations

With regard to group investments, two solutions are possible:8¢

1 one of the investors or an investment broker acts on behalf of the whole group
(syndicate);
1 each investor negotiates independently.

In each case, due diligence costs are borne jointly by all investors. The first of the
above paths is most often used by business angel organisations. Negotiations are
conducted by an equity investment specialist who represents the business angel
organisation. The second path takes place when several private investors are involved
in the negotiations. They are often acquaintances, where one of them is the lead
investor.

Business angels are most often spported by befriended advisors in investment,
legal and accounting matters. There is no single directory of business angels. Their
activity is not regulated by any special regulations. Finding these investors is the most
difficult part of raising finance. Some business angels cooperate closely with venture

capital funds. For example, in Poland such cooperation is a condition for carrying out
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an investment with the support of the national Centre for Research and Development
(NCBR) or the Polish Development fund (PFR)

However, the largest group of business angels does not work with any organisations
or entities in the capital investment market. Reaching them involves spending a lot of
time on networking. This group primarily includes entrepreneurs, managers or
professionals who do not make many investments

The financial support provided to an enterprise by private investors being business
angels has many advantages over fund$§’

1 the investment process carried out by private investors is usually more flexible
than that carried out by a fund, and is often faster;

1 the costs of the due diligence process, negotiations and monitoring in case of an
investment by business angels are lower than in the case of a venture capital fund;

1 private investors, due to the fact that they invest their own money, are usually a
more flexible partner than the fund,

1 business angels are usually entrepreneurs and nofinance specialists which is
often the case with fund representatives;

T « NJ X -Z MA" «X ~° IJteeosdiilyclearXdefin@ddtthe ° © - «
time of investment;

1 in comparison to funds, business angels are more likely to take into account the

personality, way of life and views of the founder .
Credit insurance

Credit insurance is linked to taking out a debt with a bank. It is characterised by the
fact that in the event of unfavourable circumstances, the insurer will cover a part of the
given liability. It is usually determined by the bank when agreeing the terms of the
contract with the borrower. Credit insu rance depends on the type of loan taken out,
the repayment period, the assets held by the company and the legal status of the
organisation. It provides additional security in the event of fortuitous events, as a result
of which the borrower is unable to pay part of the loan. It protects the interests of the

person who has an obligation to the institution, as well as the interests of the bank 8
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As far as credit insurance is concerned, two groups can be distinguished. These are
compulsory insurance and voluntary insurance. Obligatory insurance includes: bridge
insurance, insurance for low (missing) own contribution and property insurance.
Voluntary insurance includes life insurance, permanent disability insurance,
unemployment insurance and occupational disablity insurance.??

Financial insurance also includes trade credit insurance in domestic and foreign
trade, i.e. insurance of trade receivables, including chronic default and general
insolvency.?®

A trade credit consists of deferred payment for goods or services (the length of the
credit period may vary) and is usually granted within 30 to 120 days. It constitutes an
alternative to a bank credit and is an important non-banking form of financing business
activity .

A trade credit is particularly important in periods of economic crisis, when banks
often raise their creditworthiness assessment criteria, increase margins, require higher
collateral and reduce the maximum amounts or limits ofthe granted credit. All this leads
to the situation where some companies appying for a credit fail to meet the
requirements set by banks, while other companies cecide not to usethe credit facility,
fearing difficulties with its repayment. A limited access to a bank credit is especially
relevant for SMEs, henceatrade credit is becoming its substitute and an important form
of financing in the outside capital of enterprises D recipients.®!

A trade credit belongs to the group of short-term forms of financing business
activity with outside capital. It is, especially br SMEs, a source of capital, one of the
most flexible and accessible of all external financing sources. There are two types of
trade credits:%?

A°° K X3Z N3 Xvih &def@rbdépayment for th& sold §odd or the

provided service; the cost of the deferral is generally included in the price of the

good in the form of a rebate or discount granted to the purchaser when payment
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for the purchased good is made before a predetermined date (secalled
zT ~ NBA«° Z

f MAEX3 Z~  Ndaxsital formAnthe«form of prepayment of funds to an
account specified by the supplier, e.g. for goods not yet produced or services not
yet rendered; in this case there is no discount for early payment, but the trade
credit is offered free of charge; this form of trade credit is rather a guarantee for
the sale of goods or the provision of services

Trade receivables insurance (trade credit insurance) may covet

1 commercial risk (also known as economic risk)® when the non-payment for a
delivery is due to the financial situation of the customer;

1 non-commercial risk (nonrcommercial) ® when the lack of payment by the
customer for the delivered goods or services results from the occurrence of
events outside the economic sphere and beyond® | X 3 X Ncontrol, Which i8

most often referred to as the occurrence of a political risk.
Subsidies

Subsidiesare a form of state aid. Here, the state helps certain enterprises financially
with public funds. However, not all entrepreneurs can benefit from this aid. T his applies
to selected enterprises. Access to subsidies depends on regional development and
other aspects. Public aid has better financing conditions than the private sector. This
financing is cheaper, often even free of charge®®

State aid comes from varous sources. These include®®

1 funds from the state budget;

9 funds from local self-government entities;

1 the Community budget of the European Union;
1 budget of entities entitled to use public funds .

A characteristic feature of grants from public funds is the need to prepare a project
(application, offer, letter of intent) which is to reflect the objectives and needs defined

by the donor/sponsor. Donations are usually awarded in a competitive procedure, in
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calls for proposals organised at a specific time, by e.g. companies, corporate
foundations, government administration, local authorities. After the task is completed,
the organisation submits a report on its implementation. The subsidy is most often
awarded for the implementation of a specific action (e.g. establishing ones own
company). It can also be used to provide institutional support to an organisation, e.g. to
purchase equipment, provide training for employees, etc

One form of public aid for subsidising onesd own business activity occurring in
Poland is anon-refundable and tax-free subsidy from the county labour office (PUP),
which may amount to six times the monthly salary in the enterprise sector. The
condition for receiving the subsidy is the status of an unemployed person registered in
the office for at least one month, although some labour offices require three months of
registration. The subsidy does not apply to full-time students (part-time students are
eligible), people who refused an offer of employment, internship or vocational training
during the last year, and those who have already benefited from public funding. An
application for funding is submitted to the county or voivodeship labour office, usually
together with a business plan. After receiving a subsidy and signing acontract with the
office, the applicant have to set up a business and run it for at least a year. During this
time he or she cannot either suspend the business or take up other employment. It is
also worth knowing that if the applicant does not get a subsidy the first time, he or she
can apply again. Labour officesannounce several calls for applications per year?’

In Poland, entrepreneurs with innovative business ideas can count on subsidies. In
competitions, funds for establishing a company can be obtained from seed funds,
venture capital funds or networks of business angels selected by the Polish Agency for
Enterprise Development (PARP). Within PARR the Centre for Small and Medium
Enterprises Development helps in developing competencies and financing a company.

Start-up platforms under the Operational Programme Poland help people planning
to set up a business in the voivodeships located in eastern Poland and characterised by
a bad situation on the labour market to develop their business. Frequently, funding for
onez own business within the framework of public funds from the European Union is

dedicated to groups which are in aparticularly difficult situation on the labour market

7 ¥ 8z-« X8 XUW (FIWXETECIIEW G- °JN X ®J ~C ° X3 G’ EE

i S A Do WS ST
| ©°° 7 9bb°® X« JTEXRY® NEFHZ EEXAAEHEANYOMKAW | A1 A F Y
40



b e.g. farmers insured in tie Agricultural Social Insurance Fund (KRUS) who decide to
start a business may receive a premium from the Rural Development Programme. One
only has to fit in with the smart specialisation of a given region. Academic Incubators
of Entrepreneurship (AIP), which help candidates for entrepreneurs to set up start-ups,
are a great support for young people. They also provide substantive support. Thee are
56 AlPs locatedin 26 Polish cities®®

In Lithuania, entrepreneurship is supported by the Lithuanian Business Support
Agency (LVPA). Itis a public sector institution which implements national strategies and
programmes supporting the development of Lithuanian businesses, increasing their
international competitiveness, assisting in making irvestment as well as applied
scientific research and experimental development, implemening modern technologies,
digitalisation, ecological innovations, energy, tourism, managng EU structural funds and
state budget funding, disseminaing information needs and distributing EU assistance>®

Public funding can be obtained not only for starting up a company, but also for
developing it. Currently, under the European Funds, a project is being implemented to
support medium-sized, small and micreenterprises and the self-employed with non-
refundable subsidiesfor working capital . Entrepreneurs may as wellavail themselves to
an offer of advantageous interest-bearing loans for maintaining business activity and
meeting the current needs of the company. Co-financing for medium-sized companies
is handled by the PARP, for other entities: Marshald Offices of individual

voivodeships 10
1.3. Other forms of financing

In addition to equity and debt capital as well asbusiness finarcing using public funds,
other forms of capital raising can be identified. One of them is crowdfunding . The term
comes from the conjunction of English words zcrowd Zand ZundingZ It means financing

by the (digital) crowd of various undertakings, including innovative projects, from the
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sphere of business, culture, art, sport, media, etcln Polish, the name: social fundinghas
gained popularity .10t

Crowdfunding is an alternative way of raising capital, which consists in running
a crowdfunding campaign aimed at financing a specific project b the subject of the
campaign. Its final result may be the creation of a specific product, launching of a new
service on the market or incorporation of a business entity. The beneficiaries, most
often via a specialised third party, i.e. a crowdfunding platform acting as a kind of
intermediary, present their project to the online community and count on the support
of the funders. The beneficiary has the possibility to also offer an adequate counter-
benefit, which may be, for example, access to the financed product or service. It is
precisely the issue of reciprocity and the very form of the beneficiary 2 benefit,
especially the level of its equivalence, that will have the greatest impact on the legal
classification of a specific campaign'©?

The existence of crowdfunding is closely related to the widespread access to the
Internet. It is based on the idea of a given project asking for financial support from
Internet users, in return offering specific benefits b e.g. a readymade product or a
discount on its purchase once it goes on sale. There are at least several popular services
on the Internet, which provide everyone with the opportunity to make an appeal to the
community and collect money for a given purpose.1

The following types of crowdfunding can be distinguished:1%4
1. Donation-based crowdfunding B funding is entirely philanthropic in nature. In

principle, the community does not receive any reciprocal benefit, it can only count

on symbolic gratification (e.g. thanks). This is how charity or science projects are
most often implemented. An example of a Polish crowdfunding platform can be the
portal zrzutka.pl.

2. Rewards-based crowdfunding B the funder receives a predetermined type of

gratification, dependent on the amount of funds paid which constitutes such a
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gratification, i.e. a reward. Most often the consideration is not fully equivalent. The
objective value of the reward is much lower than the invested funds. This is one of
the most popular crowdfunding models on the Polish market (e.g. portal
polakpotrafi.pl).

3. Pre-sales crowdfundig funders provide funds for the implementation of a specific
product or service, which, after completion, are provided by the beneficiary and
constitute his or her reciprocal benefit. Campaigns implemented in this model are
related to the threshold of the minimum amount collected, the exceeding of which
is necessary for the payment of funds and commencement of project
implementation (the all-or-none principle). Many computer games have been
financed in a similar way b an example is Pillars of Eternity, which was produced
after its creators obtained funding of almost 4 million dollars. 19

4. Crowdinvesting, equity crowdfunding B funders, in return for support, receive a
benefit in th e form of shares in the company. Investors receive some control over
the beneficiary company (primarily through the exercise of voting rights) and look
forward to making a profit by later selling their shares or receiving dividends paid
by the company. This is how beesfund.com operates. An example of a successful
crowdfunding campaign that raised acapital worth PLN 400,000 can be the
issuance of shares of Escola SA, a company creating mobile applications for the
Polish market106

5. Crowdlending, sociallending, peer-to-peer lending D the financial benefit to the
beneficiary is repayable B the client is obliged to return all the funds plus a
predetermined amount of interest. In practice, there are many different types of
peer-to-peer lending and they depend on the role of the crowdfunding platform b
most often it is about whether it fulfils the functions of an intermediary and the
possibility to automatically invest in groups of entities that meet certain criteria. The
largest platform that operates on these assumptions is lendingclub.com
The first of the three presented models is also often referred to as community

sponsorship due to the fact that the possible reciprocal benefits are quite limited. The

possible profit of the funders, which could exceed the funds they have previously
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invested, is practically impossible. Precisely because othis and the fact that the risk of
fraud in these types of crowdfunding is the lowest, the legal requirements for specific
campaigns and crowdfunding platforms will also be the easiest to meet!0’

The most popular platforms offering crowdfunding services include:1°®
1 Kickstarter,
1 Indiegogo,
1 Patreon,
1 GoFundMe,
1 Chuffed,
1 ArtistShare,
1 MightyCause,
1 InKind,
1 Crowdfunder,
1 Give,
1 Charitable,
1 Lending Club,
1 AngellList,
1 Ulule,
1 Funding Circle,
1 Seed&Spark
1 Crowdcube,
1 GoGetFunding,
1 Fundable,
1 Kiva.

Another way of raising capital is fundraising. The primary and only purpose of
fundraising is to raise funds. These funds (irkind and financial) areprovided for a one-

off project or for the organisation 2 ongoing activities 199
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Fundraising is carried out by professional fundraisers who are recruited for
individual projects, as well as employed on a permanent basis to raise funds for an
organisation. In Poland, the organisation associating professional fundraisers is the
Polish Fundraising Association!'® In Lithuania, the largest fundraising portal is
aukok.It.111

Fundraising can be defined as raising funds that involves creating positive
relationships and finding funding sources that are appropriate for the type of non -profit
organisation that wants to increase its fundraising capacity and fundraising
effectiveness.!'? Fundraising can be divided into different types of activities, including
general fundraising capacity building, donor solicitation, special events and public
relations, special events fundraising,property donations, capital planning, corporate
donations, and government subsidies'3

The first activity is general fundraising capacity building. This activity involves,
among other things, setting long-range strategic goalsas well asexploring fundraising
markets and prospects for special events.Moreover, the potential donor market must
also be identified and a donor register must be created together with planning
communication with donors. It is also necessary to prepare an office for fundraising
activities (furniture and necessary equipment). The next step is to acquire donorsFirst,
a list of donors needs to be identified by region and district. Fundraising activities
should then be launched to solicit donors for zsmall donationsZ This can be done in
various ways, e.g. through fundraising letters, telephone calls and doo+to-door
meetings to raise awareness among potential donors. These funds carnbe raised
through various methods, e.g. fundraising letters, telephone calls, and dooito-door
meetings to raise awareness of the organisatiors fundraising activities among potential
donors. In contrast to individual donations, there are also corporate donations, which
constitute efforts to find corporations willing to donate. Fundraisers can also acquire
government subsidies

Another form of fundraising is special events and public relations, which involves

organising events to raise funds. This task ismainly the result of conducting a set of
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marketing and public relations activities. Another, specific type of such an activity is
special events fundraising, i.e. events focused on fundraising and marketing. These are
activities consisting in general promotion, public education, and raising awareness of
the importance of fundraising. Property transfer can also be a form ofdonation. On the
basis of legacies and other activities (donations), organisations can receive real estate
for their needs. A long-term activity with a fairly large reach can be capital planning.
This involves establishing longterm relationships with individual donors and
institutions to provide funds for occasional donations .

Access to capital is the basic factor determining the possibility of establishing and
then running and developing onez own business. EnterpriseZown capital is often
insufficient to carry out investment plans, which is why there is a need to raise external
capital. When committing own funds to a business, one must also take into account
their cost, which is the opportunity or lost opportunity cost and is equal to the total
rate of return that can be expected if own funds were invested in other assets. This
way or another, equity is expected to raise external capital. While summarising the
above discussed external forms of raising capital to finance business activities, it should
be noted that they are diverse both in terms of the required collateral, formal
procedures and costs generated for the enterprise. The choice of an appropriate form
of external funding depends on the industry in which the company operates, the
specificity of its activities, or the size of the enterprise. Determining the optimal capital
structure (proportion between equity and debt capi tal) affects the market value of the

company and is one of the most important decisions taken by the owner.
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2. Teambuilding

The topic of teamwork has been of great interest for several decades. J.R.
Katzembach and D.K. Smith defined a team as a group of peple interacting regularly
in pursuit of common goals'* Teamwork fosters outstanding results and even the
execution of the most difficult tasks. !t 116. 117 This is especially true today in an
environment that is changing rapidly and requires the analysis ofvast amounts of data
from a variety of sources. Well-functioning teams perform far better than
individuals.118 11° This is possible, among other things, through knowledge sharingand
cooperationt?0.121.122 A ‘Donnellon claims that the results can be astonishing.Different
skills and experiences combined with strong motivation of individual team members
create a synergy effect, thanks to which the team can react faster to market, economic
and technological changes. This is why work teams are becoming a key elemenin the
organisational structures of companies, not only multinationals, but also small and
medium-sized enterprises and other types of organisations.'?

An effective team, according to J.R. Katzembach and D.K. Smith, must be
characterised by several features

1 a clear objective that is challenging, imaginative and emotionally stimulating;

1 a way of working that is acceptable to all team members;

1 diversity B members should have complementary specialist and interpersonal

skills, and their number should not exceed 25;
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1 commitment Bthe success of a team is closely linked to the sense of responsibility
of its members for carrying out their tasks.1?4

D. Mackin points out that members whose teams are significantly successful

1 consider group goals as more important than gersonal goals;

1 understand the tasks ahead of them and commit fully to completing them;

1 listen to constructive feedback on their work;

1 have the freedom to act and are aware that they must not treat their teammates

as competitors;

communicate openly, appreciate the diversity of ideas;

foster an atmosphere of respect, open-mindedness and willingness to cooperate;

are more willing to take risks, as trust replaces fear in their behaviour;

treat conflicts and divergent opinions as opportunities for develo pment;

constantly seek to develop themselves; participate in training;

consider team responsibilities as an integral part of their duties;

= =/ =/ =2 A A -

are connected by a strong bond based on shared value® this gives them a sense
of joint responsibility for the results of the entire group and a strong need for
personal involvement in its work.12°

The effectiveness of a team depends on defining the purpose, tasks, work rules,
skills and qualities of team membes, size and structure, and responsibilities ofthe
staff.1?6 Members must be committed to entrusted work and emotionally attached to
each other.'?7.128 The manageis role is to build a successful team through the right

selection of team members!?® In subsequent stages, this is reflected in the quality of
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task performance, as the team has greater potential than the sum of its components!3:

131,132,133

2.1. Effective staff recruitment

Regardless of the nature of organisational activity (production or service), its
effectiveness and efficiency are determined by employees, i.e. human resources.
Therefore, every organisation carefully looks for the right employees and invests in
their development.’3* The aim of recruitment (or/and e-recruitment) is to recruit an
employee with the required competencies according to employersZneeds.135: 136 |n
recruitment, it is important to have a precise job description and its requirements which
should determine the forms and instruments of staff selection.®” The recruitment
process consists of the following stages

1 identification of staffing needs;

1 creation and analysis of job descriptions;

9 external or internal recruitment;

1 selection;

1 employment (signing of contract);

1 socio-occupational adaptation (adaptation programme).138

The structure of this process is shown in figure 2.1.
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Definition of the
reauirements for the
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/ Selection of recruitment

Internal recruitment source anld method \“ External recruitment
v preparing the job offer; l
Methods: information given directing the offer to the Methods: advertisements in
to staff by email; bulletin labour market; the media, posting
announcements; staff collecting responses to the information
reserve: offer and information about in social media; networking;
success list; employee references; labour
competitions 1 offices; specialist companies;
headhunters; universities and
Selection erhAnle

Figure 2.1. Structure of the recruitment process
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the individual characteristics of the worker as close as possiblg139140.141 The
requirements for candidates must match the profile of the organisation as well asthe
financial and organisational capacity of the company!4? (figure 2.2).
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— Professional and social competendes

Issues related to ] Quialifications

| matching the candidate =
profile to the job

— Job experience

L] Personality

= General professional experience

— Motivation for work
s
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o]
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S O — Interpersonal skills
g g — Organisational issues h
o . . .
= T_ Diagnosis of the role a potential employee could
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|| Remuneration

L] Type of employment

Financial satisfaction

Employee issues Work organisation

Development opportunities

Figure 2.2. Matching the candidate profile with the organisation 2 profile
Source J A° | -3 7 7Z XKIM-3J° - «

Recruitment can be described as a way of communicating with the labour market in
order to attract a suitable group of candidates to fill vacancies!*® Recruitment in social
media may be conducted using: profiled advertisements in the form of advertisements

displayed only to persons meeting specified criteria, advanced search engine for
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candidates, selective mailing, thematc groups1#414> Methods and tools, as well as the

course of recruitment stages should be adjusted to the needs and specificity of the

industry, then the chance for a successful employee search increase$*® Upon receiving

a sufficient number of applications, the staff selection process begins, using a variety of

methods. These include

T

analysis of application documents which aims to verify the qualifications,
education and experience of a given person, necessary to fill the position. By this
meansit is possible to obtain as much information about the candidate as possible
in order to initially verify whether he or she meets the basic formal requirements
for the vacant position. An advantage of using this method is the possbility to
review the career history;*4’

a job interview, during which the candidate is given the opportunity to find out
more about working conditions and expand on the information he or she included
in the application. The recruiters aim to make a first asessment of the potential
employee. The interview should follow a predetermined order and timeframe. The
candidate should at all times be aware of who is the host and who decides on the
course of the interview. At the same time he or she should feel comfortable, so
the interview should be approached with kindness, interest and understanding,
without criticism or disapproval , and without lecturing. In this way the candidate
will not be stressed and will be more willing to answer questions, which will be
reflected in the results of the interview; 148

psychological tests, examining the personality of the candidate, his or her
advantages and disadvantages and his or her ability to deal with difficult

situations;
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{ assessment centre, aimed at observing the participansZbehaviour during various
tasks and exercises. The results of the candidateZwork are evaluated by
competent judges called assessors. This type of method is most often used to
search for high-class specialistst*®
1 work samples, which are essential for some professions, e.g. copywriter, graphic
designer, architect;
1 evaluation of references, which are usually issued bythe last employer. They give
the opportunity to obtain new information about the candidate, concern ing
commitment to work, duties performed and relations with the team. By contacting
the candidatez former employer, it is also possible to check the credibility of the
documents.t*°
A properly conducted selection allows hiring the best employees, capable oftaking
up the challenges of the position and adapting to the team.'>! It is a set of desirable and
agreedbehavioursthat allow for the admission to organisational positions of individuals
who possess the expected knowledge, professional skills, social comgtencies and
mental qualities.

Universal competencies of all employees in an organisation are

1 effectiveness and efficiency;

1 independence;

1 responsibility;

1 honesty and loyalty;

1 ability to cooperate and work as a team.

Business sector employees shouldalso demonstrate:

9 business orientation;
9 customer focus;
9 communication and information skills;
9 flexibility and capacity for development;
1 creativity and innovation .
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The second group of distinguished competendes that follow universal
competencies are specfic competencies. They may also refer to the organisation as a
whole (resulting from the specificity of production, markets, customers). They are a
prerequisite for effective action, i.e. for achieving a result, depending on the given
situational context.

The last distinguished group are personal competencies. An employee reveals them
in his or her work, but they also include those of his or her assets which are not used in
the course of professional activity. Thus, personal competences are always broader
than job or workplace competencies!®?

S. Whiddett, S. Hollyforde present a way to level competencies

1 threshold (critical) competencies b a set of minimum requirements an employee
must meet in order to effectively perform his or her job;

1 high competencies b determinants of the level of efficiency, quality, effectiveness
of work expected from an experienced employee at a given position;

1 incompetency P a set of behaviours that are undesirable or reduce effectiveness,
make it impossible or significantly hinder performance of duties at a given
position. 153

Threshold competences can be used in the recruitment and selection process of
candidates, while a set of behaviours from the incompetency list can be used as a tool
for diagnosing employee development needs or dsqualification.

In the process of selecting the best candidate for an employee, attention is paid to
his or her intellectual abilities, temperament, personality traits (e.g. intro-extroversion,
submissivenessdominance), which determine, among others, thowght processes, ease
of learning, type of contact with people, manner of expressing emotions. Physical
characteristics are also important, especially age, gender, appearance, health. One of
the very important variables under study is the type of temperament. It is important
because its genesis is dominated by inborn factors hence, it is very difficult to change.

Temperament traits are considered by psychologists as aood indicator of
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effectiveness in the functioning within the work environment, especially in a situation
of organisational stress!%4

The creator of the division of people into t emperament types was Hippocrates, who,
through observation, distinguished four basic types of human temperament

i sanguine b strong, balanced, mobile, cheerful and sociable type; his or her
experiences are usually shallow and irregular (secalled zshort-lived enthusiasm?),
he or she likes change and shows great adaptability;

1 choleric Bstrong and unbalanced type, excitable, emdional; he or she often shows
a desire for power, stubbornness and impatience, his or her external reactions are
quick, strong and at the same time irregular, however, in difficult situations he or
she can be counted on;

1 phlegmatic b strong, well-balanced and not very active type; is usually calm,
passive and tolerant, and is satisfied with the existing situation, unless it is
particularly unfavourable; usually opposes change and does not like to enter new,
unknown situations;

1 melancholic B weak type, not very resistant to fatigue and influence of strong
stimuli from the environment, pessimistically oriented to the world and himself or
herself; very sensitive to criticism and easily gets depressedrather unsociable and
likes to isolate himself or herself from the environment.*>°

Temperament often determines an individual adaptation to the environment. The

sanguine and the phlegmatic adapt much more easily than the choleric or the
melancholic. It should be noted that it is rare to find clearly defined types. Mixed types
are common, having some of the properties that are attributed to the distinguished
definite nervous types. Transforming a temperament type requires a great deal of work
on oneself. The choleric temperament is the most difficult for employees to accept. The
same is true for some of the characteristics of the phlegmatic or melancholic. However,
although the temperament cannot in principle be changed, it is certainly possible to

learn new, more balanced behaviours!>®
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The recruitment process is increasingly going beyond the traditional tools, such as
the analysis of application documents and the interview. They are treated as a pre
selection stage that starts the whole procedure. In addition, the interview process itself
is constantly changing. While examining predispositions and already possessed
competencies, non-standard questions are often asked, going beyond the candidat&
education, experience or interests. More and more often, the interview takes the form
of a psychological interview that allow s the interviewer to check, for example, whether
the candidate is an assertive and creative person or how he or she manages stres# is
also advisable to use psychological tests to examine professional aptitudes, as well as
to create a general profile of the candidatez personality. This kind of diagnosis must be
carried out by a psychologist. Situational tests and tasks, i.e. simplified tasks allowing
assessing the candidaté skills in activities typical for the job applied for, are also used
in the recruitment process. These tasks can be carried out both individually and in
groups. They make it possible to test skills in teamwork, communication (written and
oral), organising own work. An extended version of this method is the assessment
centre (AC), where candidates for employees perform a series of tasks and exercises.
During this time, they are observed and assessed by the secalled competency judges,
who identify the person who performs best in specific situations, important from the
perspective of the organisation®’

The final selection is made on the basis of comparing and contrasting the
competence profile of individual candidates determined on the basis of various sources
of information with the profile of desired competencies at the vacant position and
organisational competendes. J5- NEET" " -C ! J °3 - & TX’ XEJ2° K,

indicators for the zeamwork Zcompetency (table 2.1).

Table 2.1. Behavioural indicators of the zeamwork Zcompetency at three levels

Competency cluster - WORKING WITH PEOPLE

Competency: TEAMWORK

Level 1 Level 2 Level 3
Encourages others to Encourages colleagues to Uses knowledge of co-workersZ
contribute to the team through | participate in teamwork; strengths and knowledge of
their behaviour; their interests and development

170y 5- NEEUW2 EKTEJ« X 2w 2 Y XRXQK GV 2
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Takes into account the opinions
of others and treats their
contributions to the team with
respect;

Shares experiences and

knowledge with colleagues and
provides them with information
useful for the work of the team.

Is able to identify when other
team members need help or

support and provides it to the
extent available;

Responds positively to the
achievements of others and
recognises their contribution to
the team.

needs to skilfully delegate
tasks;

Provides necessary information,
analyses and comments on
team activities on an ongoing
basis;

Ensures that team members
have a good understanding of
their individual duties and
responsibilities as well as team
tasks.

Sourcey O0Y
Warszawa 2008, p. 45.
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It is also important that the employee fulfils a role that is consistent with his or her

JDifit,- © EC- CJ

predispositions. Based on his own research, R.M. Belbin identified nine key team roles.
The researcher defined them as tendencies to cooperate, specific behaviours, ways of
establishing and maintaining contacts. Wthin these roles, three groups were

distinguished: task-related (related to action): Shaper, Implementer, Completer Finisher;
Co-ordinator, Teamworker, Resource Investigator,;

social (related to people):

intellectual (related to thinking): Plant, Monitor E valuator, Specialist(table 2.2).

Table 2.2. Team roles according to R.M. Belbin

Role ‘ Characteristic feature Weaknesses
Plant Dominating, intelligent, creative, Has problems with communicating
seeks nonstandard solutions, can with other team members and
engageothers with his or her accepting criticism, often disregards
enthusiasm reality
Resource Extravert with interpersonal capacity, | Over-optimistic, often loses interest

Investigator

good negotiator and team
ambassador to the outside

with problems once the initial
enthusiasm has passed

Co-ordinator

Dominating, organises objectives, can
XZZXN° AEXKE A° §K
resources, careful listener, can
motivate others to work

Can be seen as manipulative

Shaper

Action-man, strategist, ambitious
with a high need for achievements,
dynamic, likes working under
pressure, courageous in overcoming
obstacles

Easily offends other people, seen as
over-dominating, tends to be
impulsive and impatient

Monitor Evaluator

Critical and objective, inquisitive,
highly intelligent, can carefully
evaluate solutions

Low level of empathy, lacking
emotional engagement
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Role ‘ Characteristic feature WEEUQEREES

Teamworker Creates atmosphere in the team, Cannot make a decision in difficult
sensitive to the needs of others, loyal | situations, prone to the influence of
towards the group others

Implementer Perfect executor of projects Of rigid views, slowly reacts to new
developed by others, practical, opportunities and situations, can
operative, good work organiser have problems with accepting

changes

Completer Finisher | Focused on a specific result, observes| Unwilling to delegate work to others,
deadlines, scrupulous, applies to over-sensitive towards details
provisions and procedures

Specialist Professional, indeperdent, having Lacks a wider perspective to things,
initiative, great knowledge and skills of little interest into other people

Source: R.M. Belbin,Twojarolaw zespol&@ +F; w +TJ ~ | T AAT Y

Carrying out the popular Belbin test, or another test of a similar nature, which allows
to determine the roles taken by particular members of a team, enables an appropriate
division of work in a group. Each role characterses individuals in terms of strengths and
weaknesses. Knowing the strengths and weaknesses, one can se the strengths in
action and work on the areas that need improvement.1>8

In the course of the team work, there are moments when it is necessary to decide
on completing the team with an extra member. Groups that are experiencing difficulties
or that have entered a new phase of development usually initially regard the new
person with distance. Therefore, to prevent this from happening, the recruitment
process should be carefully thought out and planned. Below is an example of a
recruitment form that may be he Ipful in completing the team so that the new employee

has a chance to adapt quickly (table2.3).

Table 2.3. Sample recruitment form used to complete project team members in a manufacturing
company

Candidates

Characteristics needed by project team members Person X Person PersonZz
Y

Understand the importance of teamwork in relation to 4 4 2

organisational policies and the future of the company

Experience of working in a team

Knowledge of the organisation

Knowledge of the specifics and requirements of production
Interpersonal skills

Ability to support and promote change
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Candidates

Characteristics needed by project team members Person X Person  PersonZ
Y

Ability to think creatively and solve problems 4 4 4
Conflict resolution skills; diplomacy 4 2 1
Presentation skills 3 3 3
Knowledge of company regulations, procedures and legal 4 4 4
standards

Analytical skills 4 4 4
Positive mindset 4 3 3
Readiness for development 4 3 3
Working under time pressure 3 3 3
Technical skills 4 4 4
Computer literacy 5 4 5
Ability to plan, budget and prioritise 3 3 1
Ability to delegate tasks and relinquish control at appropriate 3 2 2
times

Leadership skills 3 2 1
Ability to transfer knowledge 4 4 4
Strong commitment to customer service 3 2 1
Freedom to exercise a high level of authority 4 4 2
Average points: 3.68 3.23 2.77

Legend: 5 D very strong, 4 B strong, 3 B medium, 2 D weak, 1 P no; no rating P canZ tell
SourceeJ A° | - 37 Z XKJM-D:Natkin#A TMICIXT X- «&E9X~ ° - Bo WydswWinRzy ¢ « J 3 EY
>S(#.?2W ; - E«.B1-32] Adaw °°

Once the hiring decision has been made, it is time to implement the organisational
reality. The new member of the team learns the specifics of work. It is important to
ensure that the adaptation is as smooth andquick as possible

Small teams (of six to twelve people) are best suited to complex, highly skilled
objectives. However, if the tasks are simple and repetitive and the workload requires
additional staff, there is no obstacle to organise a larger group. Een teams of fifteen to
sixteen people can be effective. If the task requires specialised technical and
organisational skills, the team should include a sufficient number of people capable of
performing the task, as well as people who will need to manage tre product or liaise
with the client. Members of large teams (fifteen to twenty -five people) must be mature

enough to appropriately divide tasks and responsibilities15°
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2.2. Forms of staff employment

Employment is a type of professional activity, expressed in pad involvement of
human forces and skills (human capital) in the activity of an economic entity. Each such
employment is a kind of contract between the employee and the employer and is
subject to legal regulations. On the basis of this contract, the employee undertakes to
perform work of a specified type for the employer and under his or her direction, at a
place and time designated by the employer, and the employer b to employ the

employee againstremuneration.6°
Forms of employment in Poland

There are various forms of employment in Poland. Due to the legal nature of

contracts, they are divided into different forms pursuant to:

9 the Labour Code Polish k.p.), i.e. the Act of 26 June 1974 Labour Code (Polish
Dz.U. 2019, item 1040, as amended), which is the pnmary source of labour law;
various types of employment contracts are concluded on the basis of this act6?

1 the Civil Code (olish c.c.), i.e. the Act of 23 April 1964 Civil Code (Polish Dz.U.
2019, item 1145), which regulates civil law relations between natural persons and
legal persons; among others, contracts of mandate and contracts for specific work
are concluded on the basis of this act!?

A specific form of employment is teleworking, which can be carried out on the basis

of: an employment contract, a contract of mandate, a contract for specific work, an
agency contract, as a selfemployed person.'63 The characteristics of the contracts are

shown in table 2.4.
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https://wupwarszawa.praca.gov.pl/documents/47726/695264/Rodzaje%20um%C3%B3w%20przy%20podejmowaniu%20zatrudnienia_2019.pdf/1fbf2de5-486f-4b3c-9509-4e97f3a72c76?t=1582207208000
https://wupwarszawa.praca.gov.pl/documents/47726/695264/Rodzaje%20um%C3%B3w%20przy%20podejmowaniu%20zatrudnienia_2019.pdf/1fbf2de5-486f-4b3c-9509-4e97f3a72c76?t=1582207208000
https://wupwarszawa.praca.gov.pl/documents/47726/695264/Rodzaje%20um%C3%B3w%20przy%20podejmowaniu%20zatrudnienia_2019.pdf/1fbf2de5-486f-4b3c-9509-4e97f3a72c76?t=1582207208000

Table 2.4. Characteristics of forms of employment in Poland

Characteristics
of forms of
employment

Employment
contract

The most common forms of employment

Contract of
mandate

Contract for
specific work

Sole proprietorship

Definition of A legal act Itis a contract in It is commonly A business activity is
contracts consisting of the which one party referred to as a profit -making
submission of undertakes to a contract where activity within
consensual diligently execute one party manufacturing,
statements of intent | a mandate and the | undertakes to construction, trade,
by an employee and | client undertakes perform a specific | services, it also
an employer in to pay work and the involves exploration,
which the employee | remuneration (in ordering party recognition and
undertakes to the case of apaid undertakes to pay | extraction of
perform work in contract) remuneration minerals, as well as
person for the a professional
employer under his activity which is
or her direction and conducted in an
at atime and place organised and
determined by him continuous manner
or her, and the
employer
undertakes to pay
the agreed
remuneration
Legal the Labour Code the Civil Code the Civil Code - the Civil Code,
provisions on - Personal Income
contracts Tax Act of 26 July
1991,

- Act of 11 March
2004 on Value
Added Tax,

- Act of 2 July 2004
on freedom of
economic activity

Types of Employment Contract of Contract for Depending on the
contracts contract mandate specific work type of business, one
concluded for: may or may not sign
- trial period (up to a contract to provide
a maximum of 3 services. When
months), setting up a sole
- fixed-term period proprietorship, one
(maximum 3 such must choose the
contracts for a form of taxation :
total period of 33 - taxation under
months. If these general rules,
limits are - flat-rate taxation,
exceeded, the - lump sum on
contract is registered income,
transformed into - tax card.
an employment
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Characteristics The most common forms of employment

of forms of Employment Contract of Contract for Sole proprietorship
employment contract mandate specific work
contract for an
indefinite period),
- indefinite period
Form of - written - written - written - written -
contract (evidential (evidential depending on the
conclusion character), character), object of the
- oral - oral activity and
individual
preferences of the
person carrying out
the activity
Periods of Contract for a trial A contract of - no period of Does not apply
notice period: mandate may be notice,
- 3 working days if terminated at any | - it is possible to
the trial period time and by either withdraw from
does not exceed 2 | party. The parties a contract for
weeks, may specify in the specific work
- 1 week if the trial contract any and it may be
period is longer period of notice due to various
than 2 weeks, circumstances,
- 2 weeks if the trial - withdrawal may
period is 3 months be made by the
Fixed-term contract ordering party
and contract for an or the person
indefinite period: accepting the
- 2 weeks if the work,
employee has - withdrawal from
been employed the contract
for less than 6 may take place
months, at any time
- 1 month, if the when the work
employee has is not
been employed completed,
for at least 6 - the ordering
months, party in such a
- 3 months, if the situation is
employee has obliged to pay
been employed the
for at least 3 years remuneration,
deducting what
the contractor
has saved
because of the
non-
performance of
the work
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Characteristics
of forms of

Employment

The most common forms of employment

Contract of

Contract for

Sole proprietorship

employment
Minimum
wage
guarantee

contract
An employee with
afull-time
employment
contract is
guaranteed
aminimum salary of
PLN 2,800 gross
(amount applicable
in 2021)

mandate
A minimum wage
of PLN 18.30 per
hour gross
(amount applicable
in 2021)

specific work
Does not apply

Does not apply

Social benefits
from the
Social
Insurance
Company
(ZUSs)

- the possibility of
registering family
members for
health insurance
(these persons will
be able to use
public health
services free of
charge),

paid sick
pay/sickness
benefit for
incapacity for
work (the insured
person becomes
entitled to sick
pay after a 30-day
waiting period)

- the possibility of
registering family
members for
health insurance
(these persons
will be able to
use public health
services free of
charge),

paid sickness
allowance when
taking out
voluntary
sickness
insurance (the
insured person
becomes entitled
to sickness
benefit after a
90-day waiting

No benefits from
the Social
Insurance fund

- the possibility of
registering family
members for health
insurance (these
persons will be able
to use public health
services free of
charge),

- paid sickness
allowance when
taking out
voluntary sickness
insurance (the
insured person
becomes entitled
to sickness benefit
after a 90-day
waiting period)

period)
Advantages of | - exercising rights - the work is - freedom as to - short time to set
the contract in under the Labour carried out the place, time up,
guestion Code (e.g. annual without and manner of - independent job
leave) supervision, performance of creation,
- minimum wage - may be carried the work, - independent
guarantee, out by third - the work does decision-making on
- protection against parties, not have to be activities,

dismissal at any
time (notice
periods depending
on length of
service and type
of employment
contract)

social security
contributions

social security
contributions on
a contribution
basis

carried out in
person unless
this is provided
for in the
contract,

the work is
carried out
without
supervision

- irregular working
hours,

- social security
contributions
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Characteristics
of forms of
employment

Employment
contract

The most common forms of employment

Contract of
mandate

Contract for
specific work

Sole proprietorship

Disadvantages | - strictly defined - the Labour Code | - the risk as to - risk of project
of the contract place and time of does not apply, the failure,
in question work and the performance - financial and legal
- the employee may contractor is and quality of responsibility
not entrust the entitled only to the work is be (keeping records
performance of the borne by the for tax purposes,
his or her work to remuneration person social security, etc.
athird party specified in the accepting the if the self-
contract, order, employed does not
- the period of - no social use a specialist in
work is only in security this area),
certain cases contributions, - when running
counted as only tax a business, working
length of service deductions hours are often
with the longer than 8 hours
employer if an
employment
relationship with
that employer is
established,
- may be free of
charge
Source J Ao | - 3 “aboration X i based on Charakterystyka form zatrudnienia

https://www.skanska.pl/siteassets/o -skanska/kariera/candidate-briefing-pack-ukryta/pliki -pdf-na-

strone/charakterystyka-form-zatrudnienia.pdf, [17.01.2020].

Employment contract is the most common type of employer-employee contract,

which gives the full range of rights under the Labour Code. With this type of contract,

the employee is entitled to holiday, maternity, paternity and health leave. During iliness,

the employee receives remuneration paid by the employer or the Social Insurance

Company (ZUS) and may benefit from free access to medical services. In the event of

an accident, social insurance covers the costs of treatment and rehabilitation and, in the

event of incapacity for work, gives the right to apply for a pension. In the event of losing

job, the employee may be eligible for unemployment benefits. At the end of working

career, the employee is paid a pension. The employment contract has several forms

1 contract for a tria |l period Busually the first contract concluded with the employer,

its duration may be up to 3 months. During its duration, both the employer and
the employee have the opportunity to examine each other b the employer in

terms of skills and qualifications of the employee and his or her employability to
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perform a specific type of work, the employee in terms of working conditions,
scope of activities or prevailing atmosphere;

i fixed-term contract B when signing a contract with an employee, the employer
specifies how long the person will be employed. After that time there is no
obligation to renew it. Fixed-term contracts can be signed by an employer with
one employee only three times. The period of employment cannot exceed 33
months (if it is exceeded, it automatically results in an employment contract for
an indefinite period of time). During the fixed -term contract, the employee is
entitled to annual leave, sick leave, free health care, remuneration and a notice
period. If the contract is concluded for a period not exceeding 6 months, it can be
terminated earlier only by mutual agreement of the parties. If the contract is
longer than 6 months, the notice period is 2 weeks, but only if a relevant
contractual clause is included

9 contract for an indefinite period b the type of contract most desired by the
employee. Employers offer such contracts to valuable individuals in order to keep
them in the organisation as long as possible. The period of notice depends on the
length of service:

- period of service not exceeding 6 months b 2 weeks
- period of service of more than 6 months B 1 month
- period of service of more than 3 years B3 months.
An employee employed on the basis of this contract is provided with all privileges
under the Labour Code, i.e.:
1 insurance (pension, disability, sickness, health);
1 wages protection (must not be less than the minimum wage and must be paid on
time);
protection of working time;
permanence of the employment relationship (period of notice);
holiday entitlements;

protection for certain groups (women, young persons, people with disabilities);

= =/ =/ =/ =

special rights for certain occupational groups64
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The employment contract must have a specific legal form, i.e. it should be drawn up
in writing in two identical copies. One copy of the contract is given to the employee,
the other remains with the organisation J « T ’ « NKYAT X $persanal filg. X X2a ° |
If the contract is concluded verbally, the employer must confirm it in writing at the
latest on the day the employee starts work.

The employment contract specifies:

1 parties to the contract b the name of the employer and the person representing

him or her, and the name of the employee;
1 type of contract (e.g. fixed-term contract);

9 date of its conclusion;

q type of work,i.e.speN Z NJ° - « - obpCtHe Xinchioh Rekpr sEeXwiI Z
perform;
1 job title or activities to be performed ;
1 place of work;
T TA3J° -« -2Z C-3! 3AXYzY Y ©°© axw y ©° axw ZAt
1 remuneration, by indicating the basic salary, bonuses and allowances
i starting date of work and, in the case of fixed-term contracts, the date on which

the work ends.

Under the Labour Code, each employment contract should be signed by two
persons: the employee and a person authorised by the employert®

Contract of mandate D the subject of the contract is the performance by the
contractor of a specific legal act (against payment or free of charge) for the benefit of
the ordering party. Parties to the contract of mandate can be any natural or legal
persons, provided that they have the capacity to perform legal actions. The ordering
party orders performance of specific acts, and the contractor carries out the order. A
contract of mandate may be paid or unpaid. In case of a paid assignment, the amount
of remuneration should be specified in the contract in such away that the remuneration
for each hour of assignment performance is not lower than the minimum hourly rate.
In the case of a gratuitous assignment, it is necessary to include grovision on the
absence of remuneration in the contract. If there is no such provision, and the contract

or the circumstances do not indicate that the contractor undertook t o perform the
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assignment without remuneration, the assignment shall be deemed to be performed
against remuneration. The contractor must keep the ordering party informed on the
progress of the contract and must submit a report at the end of the contract. Contracts
of mandate are agreements of due diligence. The ordering party can pay health
insurance or pension contributions for the contractor. Unfortunately, this type of
contract has many disadvantages, including: the contractor is not entitled to paid
holidays and sick leave, the employer can dismiss the employee at any time, and there
is no obligation to pay overtime.6®

Contract for specific work B this type of employment contract is very similar to a
contract of mandate, with the difference that the employer does not pay any
contributions, so the employee can earn more. The contract for specific work also does
not count towards period of service and there is no possibility to take paid holiday or
sick leavel®” An unquestionable advantage of the above-mentioned contract is the fact
that the ordering party does not care when and how a given taskis performed, only the
final result is important. Additionally , in the case when the work has a creative character
and the contract for specific work transfers copyright to the ordering party, it is possible
to apply quite high tax deductible costs B 50%. In other cases, tax deductible costs
amount to 20%.168

Sole proprietorship b self-employment; a situation in which an individual takes up
an economic activity on his or her own account and under their own responsibility (sole
proprietorship). The benefits of self-employment are mutual b for both the employer
and the self-employed person:

1 the employer reduces costs and can therefore offer the self-employed a higher

salary than under an employment contract;
1 the self-employed establishes how and when he or she works;
1 the self-employed does not have to limit himself or herself to working with just
one client;
1 the self-employed is able to make a number of deductions. The sefemployed can

deduct expenses related to travel, fuel, training, items used in his or her businss
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such as telephone, computer, software, etc. Moreover, if the seat of his or her
company is a private flat, he or she can also deduct part of the rent
1 the self-employed can benefit from a VAT deduction on the purchase of goods
and services;
1 the self-employed can benefit from tax reliefs;
1 the self-employed can pay reduced social security contributions;
1 the self-employed can benefit from loans and subsidiesfor small businesses
Persistent and independent people can fulfil themselves in this increasingly ppular
form of employment .1%° However, with this type of contract there existsa risk of failure.
In addition, the founder of a one-person business has the financial and legal
responsibility (keeping tax and social security documents, etc.) if ke or she doesnot use

the services of a person specialised in this field.
Forms of employment in Lithuania

On 1 July 2017, a new, more flexible Labour Code entered into force in Lithuania.
The main objectives of the liberalisation of the labour law were to introduce more
flexible forms of work, reduce the administrative burden for employers, and increase
Lithuaniaz competitiveness in the European labour market. At the same time, the aim
of the amendments to the Lithuanian Labour Code were aimed at adapting it to the
changes taking place on the labour market and the realities of the modern economy.
New types of employment contracts were introduced, more possibilities to choose the
time of performing work (flexible working hours, individual working hours) were
created, the termination of contracts was facilitated, and the related costs for the
employer were reduced.

In Lithuania, employment contracts are most often concluded for an indefinite
period. However, the new Labour Code provides for more types of employment
contracts, depending on the specifics and needs of the company

1 a fixed-term contract for up to 2 years to perform the same function. In the case
of appointing different functions, the same employer may conclude successively

several fixed-term contracts, but t heir total duration may not exceed 5 years;
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1 atemporary contract (for up to 3 years) with a temporary worker who is employed
by atemporary employment agency. The temporary worker undertakes to
perform work for an entity designated by the temporary employm ent agency and
the agency undertakes to pay him or her a salary on this account

1 project-based employment contract B a fixed-term contract under which the
employee undertakes to perform work in order to achieve a specific project result.
The contract is concluded for a period of up to 2 years with a new employee being
hired, or up to 5 years in the case of a replacement of another type of employment
contract already in force with the employee;

1 ajob-sharing contract, where two workers share one job, but neither worker may
exceed the maximum working time limit;

1 a contract of employment for several employers, concluded between one
employee and two or more employers for the purpose of carrying out the same
function (for example, one lawyer or accountant is employed by all the companies

in a group of companies). Such a contract musspecify the principal employer who

will be responsibk X Z-3 T X©° X3 2 «s wolk schedule anti?paylhg E X X Z

social security contributions;

1 a seasonal contract is concluded whenthe work is of a temporary nature due to
natural and climatic conditions, it can be concluded for a period of up to 8 months.
Every employment contract should contain the following obligatory elements: the
indicated place of work of the employee, the functions performed by him or her
and the remuneration.

&X° X«T «z - « <needs, he2of dhe riay additionally enter into non

compete or confidential information protection agreements with the employee under
the terms of the Labour Code. The employment contract is concluded in 2 copies,

amendmentsto it are also made in writing!"°
Working time

The average working time of an employee, including overtime, should not exceed
48 hours per week or, in the case of multiple jobs, 60 hours per week or 12 hours per

day. The standard is a 5day working week, which may be extended to 6 days. In the
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course of 7 consecutive days overtime may not exceed a total of 8 hours (12 hours if

agreed in writing by the employee). The maximum number of overtime hours per year

are 180 hours, unless a higher number is stipulated in collective agreements

Termination of employment contract

The employment contract may be terminated at any time by mutual agreement of

both parties (table 2.5).

Table 2.5. Termination of employment contract

Grounds for termination of the

employment contract

Period of notice

Amount of severance pay
(average monthly salary of the

Mutual agreement of the
parties

Response to the proposal must

be provided within 5 working
days

Depends on the agreement of

employee)

the parties

On the initiative of one of the parties :

on the initiative of the
employee without valid reason

20 working days

0

° | X XstirftidgiveFoX
a good reason(downtime,
unpaid wages, sickness,
disability, caring for a sick
person, retirement)

- «

5 working days

1 (if the employee has been
employed for 1 year or more) or
0.5 (if the employee has been
employed for less than 1 year)

° | X &dnkhidfive E X 3
without any fault on the part

of the employee (valid reasons:
the performed function
becomes redundant,
unsatisfactory work
performance, refusal to work
when conditions change,
refusal to work in case of
transfer of part or all of the
business, liquidationof the
employer)

- «

1 month (if the employee has
been employed for 1 year or
more) or 2 weeks (if the
employee has been employed
for less than 1 year). Additional
condition: if the employee is
raising a child under 14 years
of age or if the employee has
lessthan 5 years left before
retirement. Additional
condition: if the employee is
disabled or if there is less than
2 years before® | X X2 ° §
retirement

2 (if the employee has been
employed for 1 year or more) or
0.5 (if the employee has been
employed for less than 1 year).
In case of long-term continuous
service with the same employer
(more than 5 years) the
employee is entitled to an
additional severance pay from
the Long-term Severance Pay
Fund

- «

° | X Xsdnhidfive E X 3
due to a fault of the employ ee

0

t|] X X2a°K-EX®Z’

3 working days

6 working days

lack of will by either
contracting party

0

In the event of health reasons,
replacement of the employee or
conflict of employment contract
with the law:

1 (if the employee has been
employed for 1 year or more) or
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Grounds for termination of the Period of notice Amount of severance pay

employment contract (average monthly salary of the
employee)

0.5 (if the employee has been
employed for less than 1 year)

Source: Litwa. Przewodnik po RynkuPolska Agencja Inwestycji iHandlu S.A., Warszawa 2018, pp 35-36.

The new Labour Code introduced shorter notice periods for termination of
contracts and reduced the amount of severance pay paid by the employer. At the same
time, a new institution Bthe Long-Term Severance Pay Fund was established, which
pays additional benefits to employees with a continuous length of service (over 5 years)
with the same employer. In case of such employees, upon termination of the contract,
the employer pays a severance pay amounting to 2 average monthly salaries, and after
3 months from the date of dismissal, if the employee is not employed by the same
employer again, he or she may apply for an dditional benefit from the Long -Term
Severance Fund In addition, a new possibility of termination of the contract D at the
X a ° K -sBwdl3BZhas been introduced, where the employer may terminate the
employment contract without specifying reasons, giving the anployee at least 3
C- 3 « notide JHBWeer, in such a situation the employer must pay the employee

a severance pay of 6 average mothly salaries.
Flexible forms of employment in the European Union

Globalisation processes force companies to adapt dynamiclly. This affects
-3z J« strdtegiesdn tie labour market, e.g. through the need to adapt the
structure of employment to changing demand. As a result of these changes, employers
have more diverse and changing demands towardgheir workforce in order to maintain
their competitive position. 171

Market needs have accelerated a dynamic development of flexible forms of
employment which transfer risk from the employer to the employee and entail a
reduction in fixed production costs. The needs of employers were met with the
technical development of providing work in a previously unknown way (e.g. remote
work), which contributed to activating social groups that were excluded from the labour

market. With reference to the EU law on employment relationships, the following
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features are particularly recognised as differentiating flexible forms of employment
from the typical model: fixed -term employment, multi-entity employment relationship

on the part of the employer (temporary work), a system of task-based working time,
and remote working (teleworking). Flexible forms of employment may also include
employment based on civil law contracts,as well as some flexible forms of working time
regulated in the Labour Code. A circumstance that is emphasised particularly in
Western European countries is the so-called gender time gap1’? which is characterised
by the predominance of part-time employment among women.!”® An important aspect
of the development of flexible forms is the use of solutions that allow a friendly

combination of work and family life (Work Family Balance-WFB).

Council Directive 91/383/EEC of 25 June 1991 supplementing the measures to
encourage improvements in the safety and health at work of workers with a fixed -
duration employment relationship or a temporary employment relationship is an
example of promoting certain atypical forms of employment by European Union
legislation.}’* In particular, the directive draws attention to the obligation of equal
treatment as regards working conditions for workers employed in these forms, as well
as guaranteeing their safety and health at work. Another normative act worth noting is
Directive 96/71/EC of the European Parliament and of the Council of 16 December
1996 concerning the posting of workers in the framework of the provision of
services!’® It was intended to guarantee workers temporarily posted to work in another
country suitable employment conditions adapted to the workplace in which they are
employed.

The establishment of flexicurity policy principles by the European Commission
Significant was significant for the development of Community regulation of flexible

employment.1’® Flexicurity is aimed at modernising European labour markets and
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combating unemployment. In the presented communication, the European Commission
identified the main areas and principles of flexicurity policy, namely: improving the
imple2 X« J©° - « - Z ©°| Xstrgte§y fer gronthand@rploymeidt as well
as strengthening the European social model, balancing the rights and obligations of
workers and employers, adapting flexible employment to the diverse circumstances and
needs of individual European Union Member States, reducing disparities between those
without stable employment, those working under non-standard contracts, including
part-time employment, and those employed on standard contracts on afull-time basis,
developing flexible forms of employment, supporting and promoting equality in
employment, creating balanced political solutions in order to build mutual trust
between social partners, public authorities and institutions, ensuring fair distribution of
costs and benefits resulting from the policy of flexible forms of employment. The
Council of the European Union pointed out that the principles of flexicurity represent
a compromise between flexibility and security in the labour market and are intended to
help employers and employees take advantage of the oppotunities offered by
globalisation.t””

The following non-standard forms of work can be identified on the Community
labour market: casual work, selfemployment, employee sharing, jobsharing, portfolio
work, ICT-mobile work, interim management, voucherbased work, collaborative self-

employment (table 2.6).

Table 2.6. Alternative forms of work identified in EU countries

Forms of Definition EU countries in which the form

employment occurs
Casual work An employment relationship Belgium, Croatia, France, Ireland,
characterised by lack of constancy and Romania, Slovakia, Slovenia,
regularity, the employer does not expect | Sweden, Poland, Netherlands,

to employ the worker on a permanent Hungary, Italy
basis
Self-employment Situation where an individual sets up All EU countries

a business for his or her own account
and on his or her own responsibility. The
self-employed person carries out tasks
entrusted to him or her by third parties
or subcontractors
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Forms of

employment

Definition

EU countries in which the form
occurs

Interim management

Employment of highly specialised
experts that perform a specific task or
solve aspecific problem in a company

Czech Republic, France, Greece,

Lithuania, Norway, Hungary

Employee sharing

A form of employment in which a group
of employers jointly employs workers
and is jointly responsible for them

Austria, Belgium, Bulgaria, Czech
Republic, Finland, France,
Germany, Greece, Hungary,
Luxembourg

Job sharing

An employment relationship in which
a single employer employs two or more
employees for a single position

Czech Republic, Hungary,
Ireland, Poland, Slovakia,
Slovenia, Italy

ICT-mobile work

Work performed with the aid of
information and telecommunications
technology, such as networks, laptops,
mobile phones and the Internet, so that
the employee performs duties
permanently or partially outside the

Xa ° K -sXs office

Belgium, Cyprus, Denmark,
Finland, France, Germany,
Greece, Hungary, Lithuania,
Latvia, Netherlands, Norway,
Portugal, Slovakia, Slovenia,
Sweden

In the course of the pandemic:
all EU countries

Platform work

Work in which an employee performs

a’” X3 E NX Z-3 | <sclients
using online platforms and mobile
applications. The employer charges the
employee a commission on the job

Austria, Belgium, Bulgaria, Czech
Republic, Croatia, Denmark,
Greece, Estonia, Finland, France,
Germany, Ireland, Italy,
Lithuania, Latvia, Netherlands,
Poland, Slovenia, Spain, Sweden

Portfolio work

Work involving small jobs for a number
of different clients by a freelancer, self-
employed or micro-entrepreneur

Cyprus, Denmark, Greece,
Latvia, Lithuania, Portugal, Spain,
Hungary, Italy

Voucher-basedwork

An employment relationship in which the
employee receives vouchers rather than
cash payment as remuneration forthe
performed work

Austria, Belgium, France,
Greece, Lithuania, Italy

Collaborative self-
employment

Cooperation between self-employed
workers (sometimes also between small
and medium-sized enterprises) that
allows them to carry out economic
activities together

Austria, Belgium, Cyprus, France,
Germany, Greece, Hungary,

Italy, Lithuania, Netherlands,
Spain, Sweden

Source: Alternatywne formy pracy https://www.parp.gov.pl/storage/publications/pdf/Alternatywne -
formy-pracy_31-03.pdf, [24.01.2021].

Casual work is anemployment relationship characterised by a lack of constancy and

regularity. The Eur- ° X J «

SN o'

J & X «rPegul@rXoZinterniittent, with nd ~

expectation of permanent employment, with the possibility of irregular and
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unpredictable hours or work schedulesZ17® The forms that casual work takes differ from
one EU Member State to another.

The Eurofound distinguishes between two types of casual work:

1 intermittent work : the employer asks the worker regularly or irregularly to carry
out a specific task, often related to an individual project or seasonal work. He or
she hires him or her for a fixed period of time, which covers either the completion
of a task or acertain number of days of work. This form of employment can be
found in Belgium, Croatia, Frarce, Hungary, Italy, Romania, Slovakia and Slovenja

1 on-call work: involves a continuous employment relationship between the
employer and the employee, although the employer does not provide the
employee with permanent work but has the possibility to call on the employee to
work when needed. This form of employment has emerged or gainedimportance
over the last decade in Ireland, Italy, the Netherlands and SwedenSuch asystem
is favourable for the employment of, e.g., waiters who are given instructions for,
say, 20 hours of work.17®

Self-employment occurs when a natural person takes up an economic activity for

his or her own account and on his or her own responsibility. A self-employed person is
in this case an individual entrepreneur who performs tasks entrusted to him or her by
third parties, the so-called ordering parties.!8 The category of self-employed includes
a wide variety of occupations P both traditional and innovative. In such terms the self-
employed can begrouped into five categories:

1 entrepreneurs who run their businesses with the help of employees;

§°3JT ©° - «JK whoZnusK iagticertdiX fequifements to work in their
profession;

1 craftsmen, tradesmen and farmers who represent traditional forms of self-
employment. These individuals often work with their family members and possibly

with a small number of paid employees;
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1 the self-employed in new professions requiring specialised skills;

1 the self-employed in non-specialist skilled occupations who run their businesses
without the assistance of employees, but are sometimes assisted by family
members.

Interim management is a form of employing highly specialised experts to perform
a specific task or solve a specific problem in a company. An important element here is
the expert knowledge of the hired person, who through his or her experience helps
when a problem arises in aspecific narrow field or when managing a company in crisis.
Interim management is useful not only for large companies, but also for small and
medium-sized enterprises, especially in case of structural problemsg8?

Employee sharingis a form of employment in which a group of employers jointly
employs workers and is jointly responsible for them. Working conditions are usually
internally agreed within the group of employers.

There are two types of employee sharing:

1 strategic: where a group of employers form a network in which they employ one
or more workers to carry out an individual assignment for the companies in the
employer network. This arrangement is similar to the activity of a temporary
employment agency, except that the workers work within a well -defined group of
employers and that the group does not aim to make a profit from redirecting the
worker. The concept of strategic employee sharing arose out of economic and
social necessity to create lasting relationships between companies and workers,
even if asingle employer is unable to provide sustainable work. Although the initial
intention was to pro vide contractual security for mobile workers willing to work
in this manner (such as seasonal workers), it has been recognised asmaodel that
can offer voluntary, flexible work and also retain workers;

1 ad hoc: the employer who temporarily cannot provide work for the employees
sends them to work in another company. The employment contract between the
original employer and the employee is maintained while the employee is
integrated into the work organisation of the host employer. The sharing of ad hoc

workers is primarily driven by the desire to maintain the employment relationship
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with the worker despite the temporary lack of tasks to be performed. With this
solution, the employee is not deprived of his job.182

Job sharingrefers to a situation where one employer employs tw o or more workers
for one job. A total of employees perform full-time work. For an individual employee,
this means working part-time.183

Job sharing provides workers with a high degree of flexibility, allowing them to work
part-time and adapt work shifts to their needs. In terms of social protection, job-sharers
are generally entitled to the same benefits as any parttime worker. On the other hand,
job-sharing can result in more work than is contracted for, the need for overtime and
work -related stress (caused, for example, by the mismatch of people sharing one job),
and the dispersal of responsibility for tasks.

ICT-mobile work means work carried out permanently or partly outside the
X a ° K -sEnXiA affice. The employee does not need to be physically preset in the
-ZZ NXw J° 3 | difties Xafe° dgrridel XOUZ through information and
telecommunication technologies, such as networks, laptops, mobile phones and the
Internet. Most often, in order to carry out his or her tasks, the employee connects online
w °| ©°| X sBharddcdmpiief systems!s

This employment relationship is extremely flexible as it can take place anywhere and
at any time, depending on the type of work, task, schedule and lifestyle of the
employee. Workers are usually employed under a contract of employment or are selt
employed.

Platform work (crowd employment) is a type of work where a worker performs a
service for hisor| X3 X2 & #ienEuXiigonline platforms and mobile applications.
Member States do not have a common position, nor vocabulary, for defining platform
work. Consequently, anumber of different terms are used to refer to the same concept.
A| X ©° X3 3 ajz CKigheadinterchangeably with terms: platform economy, gig
economy, crowd employment, on-demand economy, collaborative economy,

crowdsourcing, peer-to-peer economy, freelancing?8®
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The platform labour market matches suppliers with consumers via onlire platforms.
F -9 X«® JK NK X«° ) séricesAhrough andulinedechiolotyydpkatbrih
or a smartphone app that allows them to search for providers who get paid for the task.
In this model, workers (i.e. service providers) enter into formal contracts with an
employer (company, organisation and institution) operating in the labour market to
provide on-demand services to their clients. The providers (i.e. workers hired through
platforms) engaged by the onrdemand company deliver the required sewices and are
paid for the performance of individual tasks.

Voucher-based work is an employment relationship in which the employee receives
avoucher, rather than cash payment, as compensation for performed work. The
employer purchases such a voucher from an authorised entity (usually public
institutions and government agencies). The services provided by the worker are usually
specific tasks to be performed within a certain period of time. Most often, the worker
can exchange such a voucher for cash at the athorised unit from which the employer

obtained it. An important element of the voucher is the fact that it provides social

security, which is transferred to the in” A3 J « NX N- 2 ° J«E <accouht| X

when the voucher is redeemed 8¢

The sectors most frequently using this form are domestic services (including care
work) and agriculture.

Collaborative self-employment is a collaboration between self-employed people,
sometimes also involving small and mediumsized entrepreneurs, which enables them
to run a business together. Freelancers, the seltemployed and/or micro-enterprises
work together to overcome the constraints of their size and professional isolation. 18’

There are three forms of collaborative self-employment:

1 umbrella organisations that support and protect freelancers and the self-
employed. They provide the self-employed with support related to administrative
duties (e.g. filling in tax forms and preparing invoices), but at the same time allow
them to maintain the main characteristics of self-employment (independence,

autonomy, but also job instability). In some casesbeing a member ofan umbrella
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organisation provides the self-employed or freelancers with better social
protection than that offered by law ;

1 co-working is a shared workspace, understood as both a physical and virtual
space. Selfemployed people can exchange experience and knowledge useful for
performing their job duties. Co-working is particularly relevant for non -traditional
sectors, such as creative industries, but also for the consulancy sector. Co
working is seen as a beneficial solution for work-life balance, as it helps to
separate the private and professional sphere while making it easier to suit to the
needs of all co-workers;

1 co-operatives are shared and democratically controled co-operative spaces that
are not bound to a common physical space. In cooperatives, the sedemployed
and freelancers intensively exchange knowledge on production, marketing and
strategic management. In some cases, cooperatives provide greater opporturty
to access social protection for workers.188

Portfolio work applies when a freelancer,a self-employed or a micro-entrepreneur
carries out small orders for a number of different clients.8°

Portfolio work is characterised by a high degree of flexibility. On the one hand, it
can have a positive impact on work-life balance and income levels. The employee has
more autonomy, a sense of fulfilment and satisfaction, a range of choices for new
challenges and opportunities to combine different skills. On the other hand, in such a
form of employment working hours may exceed the norm and the employees lack
benefits, e.g. difficult access to training courses. Additionally, the employee cannot
predict the frequency and intensity of assignments. Portfolio work is considered as an
increasingly common practice among creative workers (e.g. journalists, translators and
media professionals) and researchers

Alternative forms of work can present both opportuniti es and risks for the labour
market, employers and employees. Most of them contribute to labour market
innovation and productivity and, in terms of economy as a whole, to lowering the
unemployment rate. However, new approaches to the employment relationship, place,

time and manner of work provision require redefining the existing relationship between
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the employer and the employee. The lack of welldefined social protection norms, rules

and regulations that generally characterise alternative work can lead toprecarity.%°
2.3.  Motivating employees

The etymology of the word motivation points to its roots in Latin. Moveremeans to
move, to dislocate, but also to stimulate, to encourage someone to do something.
Motivation is a psychological mechanism the essence of which is to set in motion,
organise and direct human behaviour in a way thatensures achievinga set objective 1%

J. Reykowski points out that motivation is the most dynamic mental structure. In his
- °  « motwvationzis a process of regulation, which performs the function of
controlling activities so that they lead to the achievement of a specific goalZ1%? It is
through motivation that people can have the willingness to take on daily challenges and
efforts to satisfy their individual needs and desires.Motivation for work reflects reasons
why people work more or less efficiently, take on their organisational responsibilities
with more or less commitment, assume more or less responsibility, are or are not

innovative,193
MOTIVATION = PERCEPTION OF POTENTIAL BENEFITS

To motivate employees properly, one needs to get to know them, identify their
needs and anticipate the behaviours they will show to meet their needs.’®* The
following considerations should be taken into account in the motivation process:
X X3 Bneedédre differentandchacz X - EX3 ©°| X Nslie X -2z J
1 human actions to achieve needs are varied, not always consistent, and are subject
to change;
1 people react in different ways when their needs are not met;
1 for many managers, motivating employees to work with their needs in mind is a

very difficult, tedious and discouraging process®®
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OY 5-NEET"-C ! J °3X X«©°  © |hleval df empoyedEd 3 J Mk
motivation which enables the simultaneous realsation of his or her personal goals and
those of the organisation. They are all closely interrelated and exet an influence on
each other (figure 2.3). Motivating employees is a management function and a task of
the organisation. Therefore, in the analysisof individual motivational variables, it is
important to highlight the opportunities and responsibilities that lie with the company
in terms of each of these variables The below figure illustrates working environment
factors, which should be understood as.

1 adapting tasks assigned to staff to the technical and the available organisational

possibilities;

1 flexibly applying a (e.g. participative)management style appropriate to the existing

needs;

1 ensuring that workers have access to all information relevant to their work

process.
Appraisal and reward
e =" system
8«XZ’ _C« J 83 7z J« Jo «Z, Z - .
< °X-°KXZ  XE
A
l Motivation for work
P Competencies (perceived
and possessed) \
T l (2°K-EXXZ| z-3JK’
—l  Working environment
< factors

Figure 2.3. Integrated model of motivation
Source: J A° | elabordtion based on:0Y 5- NEET J3EKTEW « X IzawdbdowymiX « Na J 2
a® - °EC- CJ« X ,Difin] Warsgawa 20q8Qp. 130.

Their shaping belongs to the basic competences of the organisation, but individual
employees can also exert greater orsmaller influence by passing on their comments,

conclusions, ideas, proposals for innovative solutions to their superiors

[ ARaw °° Y T g1V
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The competency factor should be understood both as competencies objectively
possessed by the employee, as actually used by him or her in th&ork process, but also
as subjectively assessed. Thus, motivation systems should

1 diagnose the objectively existing competenciesof employees (both understood as
capabilities, dispositions and those manifested in action);

f TX«° ZE sBjettiye bEIXIXabalit their competences;

1 conduct the processes of recruitment and selection of employees according to the
criterion of necessary initial competencies for a given position and a given
company;

1 adapt tasks to the competencies possessed by the employee;

1 carry out activities aimed at objective improvement of required competencies,
acquisition of new ones, important for the given position and the whole
organisation (objective increase of competencies to the optimal status);

1 through a system of ongoing assessment and daily contacts, provide feedback to
the employee, enabling him or her to raise selfesteem in the area of competency,

increase the subjective sense of confidence in oneself] « T s profegsional

abilities.
Anotherelement B- « XZ~ - C« J « Ts exp@riengesb ateXact6rdéeXpased
iNJS. TJa Z ©°| X-%Bnd# ¥* ¥A2?2° NXX3Z 3% asailla§ NX2 X«
A#J«TA3JZ" " - N J.15® THeXenpleyee« analySe$ Kis &rEher work

experiences from the near and distant past. He or she also observes and analyses the
experiences of other people. He or she makes comparisons, ealuates and adapts other

° X - % BeXaXiour as his or her own. The continuity of workflow , its location on a

specific time continuum makes it necessary to appreciate the importance of the

X a ° K -skp¥siand the conclusions he or she draws on the basis othe conducted

analysis. In turn, he social context of professional activity indicates the necessity of

treating very seriously © | X @ XN| J« ~ 2~  -sHwnNvork td thé workkof - « X Z

others D both in terms of input, effectiveness and benefits.
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An important factor influencing the level of employee commitment is the
- 3 z J « Sappraisal andreward system. The methods of analysing and measuring
performance and the benefits that result from the appraisal should be perceived by the
employee as objective, clear, understandable and fair. Bwards should enable individual
needs to be met and individual goals to be achieved. Hence, the perceptn of being
J MK X ©° - 3sxwnigoals ¥ the eodrge of and as a result of work activity is so

important. In appraisal and reward systems, there ae processes in which the

organisation has a decisive influence by establishing formal procedures, rules and

regulations. There are also processe®n which (according to the theory of justice) the
organisation has limited influence, because it is difficultfor it to impose from above the
points of reference that guide the employee by means of comparisonbased evaluation
of fairness in the outlay E benefit relationship.

Summarising the integrated model of motivation, two main conclusions should be

highlighted:

1 The effectiveness of the motivation process is determined by the characteristics
of the employee and the characteristics of the organisation, and the two interact
closely.

1 The quality of the motivation system can be measured bythe ability to meet the
changing- 3 z J « ~ J ° and theindividual XhgangingX @ ° K - E X X2

Motivation is usually thought of in terms of impact on employees being already in
employment relationship. However, it seems necessary to adopt a different
perspective. An aspiring employee often forms his or her opinion of an organisation on
the basis of the first impression. It is therefore worth realising that the professional
conduct of the recruitment and selection process is an important organisational
competence.> X N3 A ©° 2 X« ©° znglxde:© °3 JN° NX’

1 confidentiality of the process;
openness of the recruitment methodology;
personal conduct of the members of the recruitment committee;

1

1

1 impartiality and fairness towards candidates;

1 high professional competence of the recruitment committee;
1

uniform questions and tasks for all candidates for a given position;

90Y 5-NEBN'I-JGEKITEJ« X ! -2a°90® XYMNIPHTIEIC-T- CE?®
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1 adherence to the plan and schedule of the recruitment process;

1 contact with candidates before and after the selection process.?%°

Another important aspect is a reliable employee appraisal, which can be a source of
motivation (as feedback on the positives and negatives of task performance). It also
makes it possible to plan the training and development of the employee. Moreover, the
criteria used in the evaluation and the use of the appraisal system are a very strong
ZJN©° -3 « Z KA X« N organisationak cultdre,2tlieJneriaZ and principles
operating within the organisation. 2%

*x3 .a 0| X «gerspgctivie Ypoxrbrmance appraisal provides an oppatunity
to determine his or her own effectiveness, training and development needs, the
conditions he or she must meet in order to obtain the rewards provided for by the
incentive system, including the remuneration system. Finally, it can be a point of
reference in plans for promotion or transfer to another position. It is a very important
component of self-awareness, i.e. the process of processing iformation about oneself
J « T s reltidns with the environment, which helps to regulate and control
experiences and behaviour. Appraisal influences both internal self-consciousness,
Cl NJ N - « N ¥wn«désires anX idgements, and external selconsciousness
relating to behaviour, social roles and interpersonal contacts?%?

Both praise and admonishment or reprimands are a type of feedback b the basic
factor of effective motivation. For feedback to have a positive effect, certain specific
rules must be followed:

1 information should only concern the behaviour, actions and work of individuals or

task force teams and should not include judgements of the individuals and groups

only;
 feedbJ N! T ) Z-3a  sDdwnXoprfioh ot a fikak judgementZ
Therefore,itisA” XZAK ©°©- A" X °|]3J3J° X" ~ANI 3. @- AKT

like to say that...Zetc. One should also be aware that others may have different

opinions;
20V FJ&- MIXW°3J|°E] ° W- NI wAZ X X -3 A1 NPa «Xz'-Az A3 EYTA
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1 the more the superior is specific, the easier itis for him or her and his or her

interlocutors to use feedback to improve activities in a given areg

1 itis always necessary to obtainconfirmation that the message we have given has

beenunderst - T ME ©°| X 3 XN ° X«°Y R
should encourage the person (or group) to summarise (paraphrase) whatve have
said.

The use of feedback offers, on the one hand the possibility to involve others in the
process of increasing the effectiveness of the whole team, but on the other hand, it
turns out to be something extremely difficult. It is connected with the ability to accept
criic © 2 J«T 3 XJT «X$planstunde 2 -°T| XZ E «-Z5X¥AZX « N X
opinions. Feedback is also an exceptionally safe and effective way of indicating to what
extent the set goals have been met, which criteria have been achieved, and where work
should be improved. For the employee, but also for his or her superior, it can be an
opportunity to reflect on his or her own work .

Another important issue related to employee motivation is development planning,
which aims to combine the individual plans of all employees with those of the
organisation. Career planning binds employees to the organisation, reduces the costs
of turnover, recruitment and selection, facilitates individual professional and personal
development, strengthens the culture of the organisation, reduces conflicts in the
organisation, increases employee motivation. The process of career planning begins at
the moment of hiring an employee, where the fir’ © ° 3 X~ X«©°J°% - «s
professional goals and the presentation of the possibility of their implementation inth e
organisation takes place Then, the company should develop a whole system of
employee development activities, forms of further education and training, the appraisal
system and promotion procedures in order to prepare employeesto move up the career
ladder. Every company needs sich a systemif it wants to make a good use of the
potential inherent to each person and to accelerate the learning process, which
constantly expandsthe possibilities for creating® | X - 3 z J ftuturé. P*The-career
plan isusually prepared for aperiod of several years (three to five years) and includes a

set of potential jobs that the employee could take up, together with the condit ions to
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M X

a XoVY 8« °| X, theconglitioRsXuXually pomtJté the attainment of

certain competencies, including qualifications, confirmed by completed courses,

apprenticeships or professiond K J N| X /AEX?2 X« ° ~ ¥pan, ¢e Erdation oX -

removal of a position. A typical career planning process consists of the following stages

T

== =/ = =

1

preparing a description of the current organisational structure, identifying the

typical length of time an employee occupies a job or job category and the typical
career paths and promotion opportunities;

creating a policy which ensures that employees includel in the programme have
access to appropriate training, the opportunity to acquire practical experience of
working on projects or in different positions;

selecting staff to be included in the programme on the basis of established criteria;
assigning an advsor/mentor to each participant in the programme ;

analysing with workers the results of aptitude tests, personality tests, etc;

the participantZ discussing his or her views on his or her own career with the
counsellor;

involving managers in a discussiorabout possible future career opportunities for

employees;

agreeing with each participant on the general direction of their career and what
kind of support he or shewould like;

implementing agreed action plansbjob rotations, posted work abroad or full time
training programmes;

checking regularly on the progress and seeking feedback on each participant®*

Positive attitudes towards the organisation are shown by those employees who

have the opportunity to execute their career plans. Taking into account the

motivational dimension of all HR processes in organisations in factmeans abandoning

the approach in which there is a subject of action (the organisation that motivates) and

an object of action (the employee who is motivated). By depersonalisinga human being
o X C-3! °3 . NX"  isdepriyed of ki oArerlkenseonagenci H&N X Z

«

or she ceases to be the subject of his or her action and becomes only a tool. This is both

unethical and inefficient. A human being as aperson cannot be a tool in the hands of
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another person or institution in any context. It is therefore important that the employee
has a sense of empowerment and responsibility?®>

Material motivation is important from the point of view of the employee and the
employer. It includes everything that is related to direct and indirect remuneration; the
totality of pecuniary as well as nonpecuniary (in-kind) income that is achieved from
work. It rarely exists as a single component. It usually covers many of them, including
components guaranteed by the Labour Code. Remuneration is one of the strongest
determinants of employee attitudes, motivation and behaviour. There is strong
evidence that appropriate pay, allowances and profit-sharing contribute to better
performance at work.2%® Expectations associated with remuneration increase with
growing competency, self-esteem and standard of living. That is why material
motivation plays such a significant role in every motivation system. Recognising the
nature of the contemporary environment of enterprises, it can be concluded that the
task of the remuneration system is to stimulate the growth of competenc ies,
professionalism, creativity, entrepreneurship, but also the effects of work. At the same
time, it is worth stressing the considerable scale of difficulties in implementing the
motivational function of remuneration. It is one of the most sensitive and conflictive
areas of enterprises. Employers are interested in redicing the costs of their activities,
also in terms of wages. Employees are interested in the highestpossible salaries,
because thesehave a decisive impact on their standard of living. Hence there arises
the need to constantly seek compromise solutionsthat are acceptable to both parties.

The motivational function of remuneration is expressed in the conviction that it
should induce people to undertake and effectively perform work, trigger the will to
improve professional competencies, make it possible to undertake and complete
difficult organisational roles and tasks. The motivational potential of wages is related to
the role played by money in the modern economy and in the lives of individuals.

NN-3T «z o - 5YFY 1-°X309E !¢ dociaZfunttion® X2 A « X

properly, it must be explicit. Only then will the employee know his or her position

among others; this is also of fundamental importance for his or her motivation .2
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Remuneration received for work should reflect the prestige of the profession. Difficult
and responsible work, which requires high qualifications, dedication and often even
devotion, must be properly paid. Otherwise, the rank of many professions loses its
importance. All professions can be ordered in terms of their social importance. The
social position of a profession does not always correspond to the complexity and
difficulty of the performed work. A higher social position of a profession other than
that resulting from the difficulty of work, creates a wage gap. On the other hand, a
worker performing a profession paid inadequately to its social rank will feel socially
degraded.

The most common criterion used in practice to determine basic pay is the type of
performed work, which consists of: complexity of performed work, responsibility,
arduousness of the work and the conditions under which the work is performed. The
basicsalary° KJE~ J ! XE 3 - giMterestdn warking With arborgBnisatian.
This is due to its significant share in the total remuneration package and its relative
stability .

Research onjob evaluation and its market valuation shows that the decisive role in
developing the wage structure is most often played by:

1 job classification;

1 competencies required for it, including experience;

{1 market data on salary levels?%®

From the point of view of human resource management in a specific organisation, a
different classification of remuneration is adopted. Its functions include:

1 creating the image of an attractive employer and attracting the most valuable

employees;

1 retaining employees in the organisation (reduction of costs connected with staff
fluctuation, especially those resulting from the outflow of competencies and costs
of re-employment and professional development of the newly employed);

1 stimulating employees to achieve expected work results;

9 stimulating staff to continuously learn and improve their competencies?®
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OY 5-NEET" - C~ !néwlyNKited enfployeeiq relvarded almost exclusivey
for his or her competencies?%° Initially, there are no tangible results of his or her work
for the organisation that employs him or her. At this stage it is necessary to accurately
diagnose the competency potential of the newly employed and to treat competencies
as a prognosis of future work results. Salary constitutes remuneration for the
capabilities which the employee brings to the enterprise, and at the same time it is
supposed to be a motivation stimulus to reveal competencies in action, i.e. to use them
in the work process. Only after some time from the moment of employment, when it is
possible to assess the work,can the organisation reward the employee not only for

exhibited competencies, but alsothe measurabk results of his or her work (figure 2.4).

Identification of competencies required of
the employee

Recruitment, selection
(evaluation of competencies of candidates
for employees)

\ 4

Establishment of the employment Competency-based
relationship (determination of ) A EE— remuneration
ramiinaratinn)
Evaluation of work: Remuneration for

Work effects ¢ performance and
Competencies (their use in the work competency

process and development)

Figure 2.4. Employee remuneration
Source JA° | -3 Z XKIM-GBVY°5--NEBMIT XK TF EW« X FawSdOwyrAigxW N-o°J?
cit., p. 203.

The organisation applies the competencybased remuneration system if it
determines the amount of remuneration of a newly -hired employee primarily on the
basis of an assessment of his or her competences, trea X T J~ J ~ - A3 NX - Z

professional capabilities and apredictor of his or her future performance. At the same
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time, it makes the maintenance of the current level of remuneration or its modification

dependent on periodic assessment of competences, but also orthe assessment of the
X a ° K -sBEvdrk @erformance. Evaluation entails the development of competencies,
their use in the course of work and work results. This means that an employeeis initially
paid mainly for competences, while continuing to work for the organisation, he or she
is paid for competencies andwork results.

Organisations need to create objective evaluation criteria that show who
contributes most to the growth of the organisation. Once they have learned to identify
the most important people and the most important competencies, they can develop an
appropriate reward strategy. A good summary of the discussion on te role of
remuneration in motivation may be A. KohnZ ~ T0 JALNgA X «PXN-23X«T ©
employers pay workers well and fairly and then do everything possible to help them
forget about money.Z

The result of involvement is the achievement of good work results as well as
reducing absenteeism and subsequentincreasing employment stability. Motivation
tools fulfil their role when they are included in regulations in the form of rules and
procedures. Thisresults in equal treatment of all subordinates 21?213 Choosingthe right
motivation method contributes to the proper use of human resources so that
employees feel inspired to do their work and initiate a process of innovative
thinking.?'42%> The process of mativation engages severalmotivation factors. They can
be divided according to different criteria. Table 2.7 shows a breakdown of the

motivational factors.

Table 2.7. Criteria for the allocation of motivational factors

Scope of impact Internal Recognition, prestige,independence,
development
External Salary, promotion, sense of security
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Wage-based Salary, awards, bonuses

Extra-wage Oral praise, good working conditions, training,
team building trips
Direction of impact Positive Rewards to reinforce desired behaviour
Negative Punishments to motivate avoidance of

behaviour considered undesirable

Manner of impact Individual
Group

SEUR oMo ISl Factors satisfying basic Vital needs of the human being
stimuli
Factors satisfying higher Social, aesthetic and moral needs
order stimuli

Source) 5Y PE°XXW 2a-°EC-CJ@w; TEXTINYKR«-3INE-VI ,11(11)J3 EKTEJ
&y i

pp. 103-104.

It is important to understand that each process involved in human capital
management has a motivational (or, in the case of mismanagement, demotivational)
dimension. The process of which the employee is the subject® from recruitment,
through appraisal, remuneration, to professional development and the realisation of a
career path B has a motivating function, because it has a great influence on attitudes
towards work .

A motivational system is a set of purposefully selected and logically interrelated
motivators, forming a coherent whole, which serves the achievement of the mission,
vision, strategy and objectives of a given organisation and takes into account the
purposeful and feasible needs and expectations of managers and employees$'® An
effective incentive system should be: comprehensive, effective, logical, accepted,
known and understood, as flexible as possible, in line with current legislation and as
easy to use as possible. It should take into account alfemuneration-related functions:
incentive, income, cost and social'” The most important functio ns performed by the

incentive system are shown in table 2.8

Table 2.8. Functions of the incentive system according to different authors

Author Functions

J. Walas 1 selecting employees and suitable jobs thatsuit them,
1 knowing their needs and how important these are to them,
9 selecting motivational tools in order to make the right choice as to their use,
9 delegating tasks, exerting influence through skilful arguments,
ACAY SR XVUBEKWEI« X EJ - MJaw SORATNE«J2 F-Q°-X37J «1 KEAIQKS
I AaOY
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Author Functions

1 assessing the level of task performance andts compatibility with applied incentives
(salary, extrasalary) by managers
E.5J - EI Y ensuringthe possibility- Z J K «! MX © C X oma contfibdtionand® K -
5A° J° the achieved result (through the possibility of obtaining benefits, rewards or
matching the individual degrees of achievement of an adequate value)
1 defining favourable results through the existence of relations between the quality
of produced goods and the amount of determined remuneration,,
1 ensuring the sense of fairness ofpaid remuneration (adequate to the amount of
work)
M. Key functions of the incentive system:
Armstrong 9 creating an appropriate working environment,
1 the nature of policies and practices that encourage employee performance,
Detailed functions of the incentive system:
1 measuring motivation (to improve ineffective areas),
1 valuing employees (trustingthem),
1 creating a climate where high performance is valued or appropriate reward
managementis in place
OY 6 Xuodq enablingthe optimal use of the potential of the employed staff
A.Kawecka- | T fostering their identification with the objectives and actions undertaken by the
Endler company,
1 increasing both group and individual employee motivation
Sourcee M. ; YNX! W ©OA® YMBBNEKW®J ! A° XNE«-@N "E’° X2 G

organizacjaciv0 2 A3 «J K -Z 5- TX3 « 5J«J AP X% I. Walas,FuNKeja rhoBywakii

¢ °3
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1 - Mkpards) the functions of the motivation system with retaining

employeeswho constitute avalue for the company, and creating an imagewhich would

encourage them to work 218

I Adow

The incentive system is perceived in a broad sense: as a set of various motivators

(salary, materal extra-wage and non-material) which should lead to a synergic effect,

i.e. the effectiveness of the whole system should be greater than the sum of the

effective ness of its individual components (figure 2.5).

Motivation entails the use of material and non-material incentives, making it

possible to satisfy the individual needs of employees as well as to achieve their personal

goals. With aproperly designed and professionally implemented competency

management system, theemployee can satisfy all groups of needs in all HR processes
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(recruitment, appraisal, development, career planning, as well as remuneration). In a
special way it concerns the need for security, belonging, recognition, development,
participation, self-realisationMJ ~ X T - « © | XssélfésteéeXas a l@uman &eing

and an employee

83zJ« ° L Organisational
strategy N structure
X Optimal structure of /
)/ AR the required

/ N competencies
,/ Modification \

!
! ! | !

Candidates- Employee Competency- Professional
their actual p  Recruitment appraisal based development
competencies remuneration of the career

f r f !
1

Incentive system

Figure 2.5. Incentive management system model
Source JA° | -3 Z XKIM-GBVY°5--NEBMIT XK TFEW« X FawSdOwyrAigxW N-o°J?
cit., p. 240.

In developing incentive systems of modern enterprises, it is hecessary to observe
two principles: individualisation and comprehensiveness of the motivation process.
Individualisation is perceived through getting to know the needs and expectations of
individual employees, which allows the manager to obtain information on the personal
characteristics of employees. Complexity is connected with the systemic approach to
motivation and consists in creating logically coherent and mutually supporting
motivation measures in the organisation (as well as their teams acting on the principle
of reinforcement). It gives an opportunity to influence each employee simultaneously
through several motivation factors, which are adapted to his or her individual needs and

goals.
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3. Marketing aspects of the business activity

3.1. Evolution and specificity of marketing

The concept of marketing has evolved over the years, experiencing various
transformations and ongoing refinements. However, regardless of how the concept is
defined, it is widely accepted that marketing places the consumer at the very centre of
economic activity.21°

The word marketing is derived from the English word marketY A| X X««Iz Z«z 2
indicates activities of a business that take place in a constantly changingmarket. To
understand advanced marketing, one must first understand how the market has
changed in recent years?2°

The 1985 definition of marketing by the American Marketing Association reads as
follows: zhe process of planning and executing the concept, pricing, promotion and
distribution of goods, services and ideas in order to bring about an exchange that
satisfies the individual and achieves the objectives of the organization22! In 2007, the
American Marketing Association modified the definition of t he term, significantly
deepening and broadening it. The current versionis as follows. marketing is an activity,
a set of institutions and processes aimed at creating, communicating, delivering and
exchanging offers perceived as valuable by buyers, customes, partners and society as
a whole.

Marketing is the social and managerial process by which individuals and groups get
what they need and want through the creation and mutual exchange of value-added
products.??? In abroader sense, marketing should be seenas the science and art of
researching, creating and profitably offering products of value to customers in order to
satisfy the needs of the target market.??

Over the last few decades, marketing has evolved from a productcentric phase
(Marketing 1.0) to a consumer-centric phase (Marketing 2.0). Since the beginning of the

last decade, we have seen another transformation in response to the new dynamics of
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the environment. Companies are widening their field of activity and focusing not only

on products and consumers, but also on social issues. Marketing 3.0 is a stage where

companies no longer put the consumer at the centre, but the human being, and the

profitability of the company is balanced by corporate responsibility.??4 Since the last

mid-decade, we have beendealing with the development of Marketing 4.0. The essence

of Marketing 4.0 is the recognition of the complementary roles of both traditional and

digital marketing in building consumer engagement and recommendation. Marketing

4.0 focuses on the assumption

- Z

z| A2 J «-

TZ

aJB:

XO

intelligence.??® Table 3.1 presents acomparative analysis between the concepts of
Marketing 1.0, 2.0, 3.0 and 4.Q

Table 3.1. Comparison of Marketing 1.0, 2.0, 3.0 and 4.0

Marketing 1.0

Marketing 2.0

Marketing 3.0

Marketing 4.0

Product-centric Customer-centric Value-centric Virtual
marketing marketing marketing marketing
Objective Sell products Meet consumer Make the world a | Create
expectations and better place tomorrow
retain the client already today
Favourable Industrial Information New wave Digitalisation of
trends revolution technology technology marketing
$-2°J« X| Mass customers Intelligent A human being in | Informed
perception of with needs consumersdriven the full sense, consumer co-
the market regarding the by reason and having mind, creating
physical nature of heart heart and spirit products
the product
Key marketing Product Standing out on Values Mass
concept development the market customisation
Marketing Product Product and Mission, vision Interactive
guidelines specification company and corporate marketing
positioning values
Value Functional Functional and Functional, Functional,
proposition emotional emotional and emotional,
spiritual spiritual and
self-creative
Interaction with | One-to-many One-to-one Many-with -many | Power in the
the consumer transaction relationship cooperation hands of
networked
customers

Source: Ph. Kotler, H. Kartajaya, |. SetiawanMarketing 3.0.Dobry° 3 - TA! ° U
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Marketing 4.0: era cyfrowaMT Biznes, Warszawa, 2017.
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Marketing is a modern form of business management, whichinvolves adapting its
activities to the needs of the market and the consumer, including the manufacturing of
products in accordance with the needs of buyers, delivering them to the market in the
right form, place and time, at the right price and skilful promotion.?26

The most important considerations for doing business according to a marketing
orientation include the following: 2?7

1 the main focus of the company is the consumer and his or her needs;

1 the company achieves good economic results byidentifying its success with

customer benefits and satisfaction;

f  market potential, not productio« NJ°JN ©°© EW MXNsmafieldof X N- 2

observation;

systematic marketing research becomes the basis for decisiormaking;

an important role is played by planning and applying an integrated system of
marketing activities, which includes the so-called marketing-mix (product, price,
promotion, distribution and personnel).

Marketing plays two fundamental roles in a company P it is both a function and a
mindset. When it comes to the first role of marketing, there is a need to establish who
is responsible for the following aspects:?28

1 establishing the set of products that the company offers in specific markets;
establishing the desired customer profile;
defining the manner of quality perception;
planning new products;
defining the brand strategy;
defining ways of promotion;

selecting distribution channels;

= =/ =/ =/ A A

setting price levels.
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Considering marketing as a function inan enterprise, it is also necessaryto establish
and define such aspects of business implementation as marketing research, strategic
marketing, product policy, pricing policy, distribution policy, and promotional policy.

Marketing in a company is also a mindset that concerns everyoneb both managers
and subordinates. It does not suffice to entrust marketing activities to specific people
in the company. It is important to involve all employees of the enterprise in the
implementation of the marketing strategy . In analysing marketing as away of thinking,
its manifestations in an enterprise can be found in: vision, mission, values, ethics, as well
as in the ways of thinking and acting of managers and employeeg?2°
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Market segmentation: .
Target market selection:

- assessment of the

- selec.tion Of ] economic attractiveness
segmentation criteria of segments
- definition of the - selection of target
specifics of each group(s)
segment

Positioning the product
on the market:

- determining the most
effective positioning of
the product on the
market

Figure 3.1. Steps in selecting the target market
Source: G. Sobczyk, A. Celoch,5J 3 | X° «z G~ ° " NEX Zr X6 " -N3EXJ « EE JaNJa3 | X°©
Skuteczna komunikacja i promocjaZed. D. Filar, Wyd. UMCS, Lublin, 2013 p. 29.

The target market for the planned project comprises a set of entities P individuals,
households, companies or institutions P that are potential MA E X 3 ~ -Z 9| X N-2
products. Estimating the number of potential customers is not a simple matter. Let us
take an example related to estimating the number of customers who will be interested
in buying shoes. To begin with, one can usually assume the ttal number of inhabitants
of a given locality in which a particular business activity will be carried out. The next
step is to discard those groups that will certainly not buy shoesbe.g. infants (you need
to check what percentage of the population they r epresent). However, a significant part
of this potential market usually also has to be rejected, because observations and
conversations with people will show that, for example, people on low income wear the
same shoes for several seasons, or that in fam#is with many children, shoes are usually
bought only for the oldest children, and younger ones wear the shoes which the older
siblings have grown out of. If we deduct all these groups, we will estimate the so-called
likely market. And it is this number that should be treated as the number of buyers
when estimating market potential .

To calculate the demand for a given product, the socalled indicator chain approach can

be used
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demand for the product = population of the locality x average income x average
share of expenditure on footwear .
An estimate of the number of customers should be based primarily on statistical data,

as well as on own observations and conversations with people
3.2. Marketing mix instruments

The marketing mix is a set of marketing tools a company uses to achieve its
marketing objectives within its target market. It encompasses a combination of four
variables, which are controlled by the company in an effort to achieve selected strategic
objectives. The basic version of the marketing mix ncludes the so-called 4Ps, i.e.

product, price, place and promotion .23

marketing
mix

[ 11

product
product price :
quality discounts promotion place
design margins advertising channels
feature-s payment terms personal selling location
packaging credit Public Relations transport
brar.ld direct marketing ’
service complementary
warranty promotion
_J

Figure 3.2. Classical marketing mix instrumentsb 4Ps

Source: Cf. Ph. Kotler, G. Armstrong, J. Saunders, V. Wong5 J 3 | X° « z WEuropejski MMEE « |
Warszawa 2002, p. 142.

From the point of view of marketing orientation, the product should be viewed as a
specific combination of tangible and intangible features, creating a use value for the
buyer. It can be concluded that the customer buys specific benefits, satisfaction and
contentment which he or she gains thanks to a given product. In marketing theory, it is

emphasised that the benefits provided by a product can be located at the following four

LY 18 BXE X VapW e Vi ol B
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levels: core product (benefit), actual product, augmented product, and potential
product.23® The core product is the basic benefit that a product or service provides (e.g.
a car provides mobility, insurance protects against risk). At this level of benefit,
individual products within a category satisfy the same need for a given group of
customers and in principlethey do not differ from each other. The actual product covers
a spectrum of features that form a chain of benefits that are offered to the customer.

These include such aspects as price, biand, model, retailer behaviour. Theseelements
TX° X32a «X © k Bercdptfon ®f-tie Xprodlict. They are also the basis for
differentiating promotional activities for a given product. The augmented product

includes additional properties, services whichincrease the usefulness of the product,
such as warranty, installation, service, etc. The last level of benefits offered to the
customer is the so-called potential product. It covers the future potential use of the

product. Looking at a product through the prism of the indicated levels of benefits
allows to identify the elements that distinguish a given offer from competing products,

and then base the brand communication strategy on them

Among the sources of potential benefits for buyers of the product (w hich may
become the basis for its distinction), the following are identified: 236

1 benefits from the characteristics and physical properties of the product;

 benefitsz3 -2 ©°| X 2 AJK Swworkmadship;| X °3 - TAN® Z

1 benefits from the style, design and aestheticsof the product;

1 benefits from the packaging;

1 benefits from product -related legal solutions (safety, warranty, etc.)

1 benefits from services that enhance the product.

The planned product/service may be similar to those already offered on the market.
However, it is worth developing the concept of the product/service from the very
beginning so that it differs from the ideas of the competition. This will allow the
company to gain the so-called compX° ©° /EX J T /EJ «° batkéntionAvill e NA~ © -
drawntosuN| J 2 J3 ! X° - ZZX%3ZJC|° XN|ZW "z «2XNDEAIRBXe3-2 2z N|
existing on the market. The differentiation of the offer related to the product or service

may be based, among others, on: the introduction of additional features of the product,

254Y 2. MNEE! #J3 ¥ X$ XKz NPW FWNEF Y« X o
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the introduction of additional parameters of the product of a useful character,
increasing the durability of the product, differentiating the product with regard to style.

In addition to differentiating a product in terms of its physical characteristics, it is
also possible to introduce additional services related to a given product, such as
delivery, installation, customer training, repair. It should be emphasised thatb especially
in the case of servicesb there is a wide range of possibilities through which one can
distinguish the offer on the market. Such an element may be e.g. politeness and high
competence of the personnel.

Another instrument of the marketing mix is the price. In a narrow sense price is the
sum of money demanded for a given product or service. A broader approach treats
price as the sum of all values that a consumerpays in exchange for having or using a
product or service.?%’

It is the only element of the marketing mix that gives the company revenue, the
other directly generate only costs. Price is also the only instrument of the marketing
mix that a company can change in a relatively very short period of time. However, this
does not mean that pricing decisions can be takenhastily.

It performs a number of functions in a market-oriented enterprise, among which we
can point to the information function (by setting a specific price, we show customers
what the value of our products is P allowing them to compare the presented offer with
what the competition is offeri ng), as well as the promotion and image function (by
means of the price, it is possible to compete on the market or additionally encourage
the customer to choose a given offer; the price is also an important element in creating
the image of the company).

Various factors need to be taken into account when setting prices. These can be
divided into internal and external. The former include:?3®

1 marketing objectives of the pricing decisions represented by the undertaking,

which may include:

- profit maximisation B many companies try to set prices that will give them

maximum profits. They assess the demand and costs associated with alternative

prices and choose the price that gives them the greatest profit. The
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disadvantages of this method are that it ignores other elements of the marketing
mix, as well as the reactions of competitors;

- maximising market shareb companies using this objective assume that increased
sales leadto lower unit costs and high profits in the long term. This form is
associated with the use of a low price strategy in the initial period. The factors
that favour low pricing are: a price-sensitive market, a situation in which
production and distribution costs decrease with the volume of production, the
belief that a low price deters competition ;

- quality leadership Ba company producing top-quality products can afford to set
the price at the highest level (a high price additionally creates a positive image
of a given product on the market);

- image building b the image is a factor distinguishing the company from its
N-a°Xo o.3"7 .77ZX3 «z ' W J«T ddmparyimdgez N| XJ °
can be built. A pricing strategy must be adapted to this image, including actual
prices and a system of discounts, rebates, bonus purchases, etc;

- survival in the market B the company fights for survival by facing intense
competition, changing consumer demands or recession. In this situation profits
J3 X KX~ ae°_.3073¢o0Y A X °3 NX C KKWX ~ Xo

1 marketing mix strategy b price-related decisions must be linked to decisions on

product development, distribution and promotion to create a coherent and
effective marketing programme;

1 costs D fixed / variable / total costs. Experience (learning) curve B is a graphical

representation of the reduction in average unit production costs as production
experience is accumulated. The level of total costs must be, in the long run, the
lower limit of the range within which the company can set the price .
Among external factors influencing the price level are: market and demand (e.g.
types of competition in the market, types of dema« TOw N- ~ ° = Ww ©° 3offeX” W N- ¢
as well as social and political conditions.

In the marketing practice, three methods of price setting are distinguished: 239 240
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1 cost-based method b the determined price must cover the incurred costs and
bring the company a profit. Here, the price is determined on the basis of average
costs (the quotient of total costs and production volume) per item and the
assumed profit. Profit is determined as a percentage of costs (e.g. 20% of costs)
or a fixed amount (e.g. profit from a production unit of 10 PLN);

1 ademandbased method b the basis for determining the price is the existing or
projected demand; on the basis of marketing reseach the volume of demand
and its price elasticity should be determined in each segment;

1 a competition-based method b consists in making price decisions on the basis of
an analysis of prices of competitors. Starting pointBthe lead price, i.e. the price
at which the company with the largest market share sells its products.

In recent years, many operators do not set fixed, rigid price lists, but try to establish

relatively flexible prices for their services through price negotiation s.24!

Distribution is also among the instruments of the marketing mix. It includes a
number of activities involving the delivery of manufactured products to buyers. On the
part of the enterprise, in turn, it is important to minimise costs associated with
delivering the product to the consumer. 242

The distribution process includes a great number of activities related to the physical
movement of products, e.g. transport, storage, maintenance, processing, refinement,
where their task is to satisfy the requirements of consumers as fully as possible. The
good or service is thus to be provided to the customer in accordance with his or her
needs, at the right time and place?*3

When starting a business, there are several distributionrelated decisions to be
made, among which are: the choice of distribution channels with all the elements that
make them up, manner of moving products from the place of production to the place

of destination, software for handling orders, keeping stocks, etc.44
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Distribution channels are of fundamental importance for the entire distribution
system in an enterprise. They are formed by a chain of successive links (institutions and
individuals) through which the product is moved from the manufacturer to the buyer.
In addition to products, the follow ing market streams flow through the distribution
channel: information, negotiations, promotions, orders, payments, product ownership
and sales risk?4®

Taking as a criterion the number of participants involved in supplying the product
to final buyers, distribution channels can be divided into direct and indirect. In the case
of the direct channel, the manufacturer independently, at his or her own expense and
risk, reaches final buyers withthe products. A direct distribution channel may take the
form of sales through the sales department, company outlets, vending machines and
sales through the media (mail, catalogues, newspapers, radio, TV, telephone,
Internet).246

Indirect distribution channels involve at least one intermediary link between the
producer and the buyer. A distinction is made between:?4’

1 commercial intermediaries (wholesalers and retailers) who purchase the product
in their own name and on their own account with a view to reselling it by
acquiring title. They may provide not only selling but also warehousing, delivery,
advisory services, etc;

1 intermediaries acting in the name and on behalf of the manufacturer (commercial
agents), who do not take title to the product but actively participate in the
creation of purchase-sale transactions

The choice of the distribution channel is determined by many factors, including the
type of product, the territorial reach of the target market, the resources of the
enterprise, its competences and the possibility of establishing cooperation with
intermediaries. Nowadays, many companies use both options, combining the
advantages of direct sales with the benefits of using intermediaries in the channel?*®

The last element of the marketing mix is promotion. It includes a set of activities and

means by which the company provides the market with information characterising the
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product and/or the company, shapes the needs of buyers, as well as stimulates and
directs demand. The most important promotion instruments include:4°

9 advertising B any paid form of non-personal presentation and promotion of
goods and services (e.g. TV, press, radio, Internet, print, outdoor advertising,
etc.);

1 sales promotion Bincluding various short-term incentives to try or buy a product
(e.g. competitions, games lotteries, samples, coupons, discounts, tying, etc.);

1 public relations and publicity D all activities aimed at promoting or creating the
image of a company or its individual products (pressrelease packages, press
conferences, visual identification, sponsorship, etc.);

1 personal selling b personal and direct presentation of an offer by a seller to a
potential buyer (sales meetings, samples, demonstrations, etc.);

1 direct marketing b establishing dB X N° 3 XKJ° - «  sQustorhers® | X N-
via the Internet, telephone, etc.

The main factors that should be followed when selecting the most optimal
promotion instruments for a given company (the so-called promotion-mix bundle)
include, e.g.2%°

1 the type of product to be promoted (e.g. for investment products or raw
materials, personal selling works better, while for mass consumption productsb
advertising)

1 the phase of the life cycle the product is in (e.g. at the moment of launching a
product on the market, advertising is of particular importance, while at the
moment of decreasing interest in the product D sales promotion)

91 the purpose of promotional activities (e.g. if the purpose of promotion is to
increase sales of a product, advertising and sales promotion are used, and if the
purpose of prom- © - « oo a ° 8 imgg¥, pablicXelathdrs? ° J « E Z
activities are chosen)

1 the nature of clients (if the clients are final purchasers of a product, advertising

is advisable, if intermediariesb personal selling is a proper option);
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9 the cost of reaching one addressee with a message (the most expensive is
personal selling, and the cheapest is mass advertising);

1 the range of influence of a given promotional instrument (if we care about a wide
audience B we choose advertising, if on a smaller scaleb public relations
activities).

The marketing mix for services can be seen as a system with seven elements (7Ps).

In addition to the above 4Ps, there are other 3Ps: people, process, and physical
evidence 25!

A| X z ° Kstrangent icludes the personnel interacting with the customer B

both d 3 XN° KE J«T «T 3 XN°KEY Anmethodsz tiséd-bi X~ ~

company to deliver a product to its customers, while providing them with the best

N«
X

possible experience.Physical evidence, on the other hand, includes tangible elements
and experiences thatassuX © | X NA~ ° - a X3 $offel & geAujné®2N- 2 ° J «EZ
The tools from the marketing mix spectru2 J BKK- C ° KJ «« @bpffer? | X X«
which is usually preceded by the implementation of marketing research. All decisions
related to the individual elements of the marketing mix are the responsibility of the
enterprise itself B the product concept, setting the price level, determining the means
of distribution and promotion of pro TAN® = -3 ~ X3 [ sNake optimalyz J KK
designed, selling the offer prepared by the enterprise is not a special challenge, as
customers are attracted by the value proposition. In © - Tslrfet@orked world, the
concept of the marketing mix has evolved to emphasise greater customer participation
in the process of planning and offering products and services to the market. According
to Ph Kotler et al., the 4Ps should be replaced by the 4Cs concept, which includeg®?
{1 co-creation
1 currency;
1 communal activation
{1 conversation.
In marketing 4.0, the co-creation, i.e. the active participation of customers in the
product development process, is of particular importance in the product development

concept. Involving customers in the work on the product increases the chances of

Bl g3l X°o «z A7 AzN WRI¥RY " °ENE««EN| W -°Y
525331 X0 Wwk2°® FEbbCCCYAX«®A3 X| &3 BMbAT AN-ADEY AJ 1AFY «z
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successfully launching it on the market, and also increases the possibility of
personalising it, which in turn improves the value propostion. In terms of changes in

price as a marketing instrument, it is important to highlight the emergence of so-called

zTE«J?2 N, i6. SettiNg flexiblé prices depending on demand and the use of
available resources (previously used in the hotel or airline industry, among others).
Thanks to this approach to setting price levels, companies can optimise their
profitability by offering a given customer a price that is the result of an analysis of their
shopping habits, proximity to shops and other aspects of the customer profile. In this

approach, the price becomes a kind of currency, where its value fluctuates according to
market demand.?>*

The distribution instrument in marketing 4.0 also has another form. The most
effective distribution channel is becoming the so-called horizontal distribution,
occurring between Internet users (e.g. Airbnb in the hotel sector, or Uber in passenger
transport). In the digital world, customers demand immediate access to products and
services, which can only be achieved through proximity to other web users, which is
the essence of social activation. Marketing 4.0 also defines promotion differently. It
ceasesto have the character of one-sided communication. Thanks to social media,
customers are able to respond to messages sent to them. They can also hold
conversations with other customers about promotional messages. Aplatform for
talking about brands are rating systems to which data is provided by customers, such
as TripAdvisor or Yelp2%°

The set of marketing instruments referred to as the 4Cs offers greater opportunities
for success in the age of digital economy. The most important aspect here becomes

engaging customers in the co-creation of product value.
3.3.  Marketing research bessence, methods and techniques

Marketing research plays a special role in conducting business activity. Properly
planned and implemented research can help in taking many decisions related to the

functioning of an enterprise.

5. Y 1-°KX3W , Y 1533° D) HIBNggRNY W ?2X° JCJI«Y
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Marketing research means systematic planning, collection, anbsis, transfer of data
and information essential for the marketing situation in which the enterprise is located.
These are processes and procedures consisting in collecting and analysing data and
formulating information which is necessary to take decisions2°¢
The most important objective of research is to provide information to support
decisions on production, trade or service activities. The detailed objectives of marketing
research include: definition of the target market, selection of market segments for the
activity of a given enterprise, determination of the market absorption capacity as well
as the expected interest in the product, determination of the market value of the
proposed products/services, selection of product distribution channels between th e
enterprise and the customer, as well as selection of the most effective promotion
methods.?%7
Marketing research allows to plan a better communications and sales strategy, and
thus to significantly redu ce the risk of potential losses related to the introdu ction of a
product or service that will not be accepted by customers.
The most common division of research methods used in marketing is the division
into quantitative and qualitative methods. This division is determined primarily by the
nature of the research problem and the nature of the collected data: in the case of
guantitative research we deal with numerical data, while in the case of qualitative
researchb with non -numerical data. Quantitative 3 X~ XJ3 N| J«  CX3 ~ ©°| X 2
a AN |, quaitatvere” XJ 3 N| J« CX3 °| X|2BY28n\& T 22 C| JoO
Quantitative research is used to describe reality in a numerical dimension (usually
the frequency of occurrence of given phenomena), and the collected data are therefore
numerical in nature. They makeit possible to measure the range of various opinions
and social views. The research tool used in quantitative research is a questionnaire with
a high degree of standardisation. It is carried out on large samples of respondents,
usually selected randomly.T| J «! =~ ©° - X E° 3 X  opiniers in & dXuméricak T X « © ~
form, it is possible to apply statistical analyses and present data in the form of
percentages, means or complex mathematical models. Quantitative surveys make it

possible to transfer conclusions from a sample of respondents (e.g. 1000 adult Poles)

26 | Y 159K XXM WaN cotaYl uavl N
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to the population from which the sample was drawn (i.e. all adult Poles). Due to the
numerical character of the obtained results, the interpretation of the obtained empirical
material in the case of quanttative research is more objective than in the case of
gualitative research.

Qualitative research, on the other hand, provides a deeper understanding of new or
hitherto unexplored phenomena in all their variety and complexity . Qualitative research
allows to better understand the problems of particular groups covered by the research
as well asthe motives of people supporting or opposing the implementation of specific
projects. Qualitative research covers a small number of respondents, selected in a
targeted manner (according to predefined criteria), whose opinions, feelings, ways of
thinking are analysed in depth. It should be remembered that the interpretation of
research results may be burdened with subjective views of the persons conducting the
research. Table 3.2 presents a summary of differences between qualitative and

guantitative research.

Table 3.2. Comparison of quantitative and qualitative research methods

Differentiation criteria Quantitative methods Qualitative methods
What questions do they | zhow much/manyy Z awhat?w how2W vhyi) 7
answer?
Measurement tool Standardised questionnaire Scenario (this tool is only an outline of

(questions with a constant, fixed | the topics covered in the interview;
form; closed questions prevail) open questions)

Types of questions Most questions are conclusive Most questions are exploratory by
by nature nature

Sampling Random, per quota Deliberate

Sample size Larger samples (2001,000 Smaller samples(10D50 persons)
persons)

Influence of the Smaller Greater

researcher on the
course of the study

The possibility to Possibility of quantitative No possibility of quantitative
generalise the results generalisation of results per generalisation of results per
per population population population; possibility of qualitative

generalisation of results

Method of interpreting Using statistics D more objective | No use of statistics b freer and more
results subjective (interpretative analysis of
results)

Source J A° | - 37 Z XKJM:D Ndison;0d | M NX T GX« @ X° - TE Nd]Bddania® J 3

marketingowe.Od teorii do praktykjed. D. Maison, A. Noga# - z - 2 K~ ! W ptaJ. ~ ! 1T AAU

The most popular research techniques include surveys, as well as qualitative
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interviews.

Surveys make it possible to learn about a specific phenomenon, determine its scope,
range, level of intensity, and then assess and, as a result, design itmodification. They
provide quantitative and comparable data. In survey research two basic techniques of
data collection are distinguished: the questionnaire, which is filled in by the respondents
themselves, and the questionnairebased interview, in which questions are asked and
recorded by a trained interviewer. Figure 3.3. illustrates the division of survey research

techniques.

survey research

guestionnaire-

based interview questionnaire

direct
PAPI or CAPI
survey

CATI telephone
survey

auditorium mail email CAWI

J

Figure 3.3. Survey techniques

Source JA° | -3 Z XKIM-3J° - «

Depending on the method of data collection, surveys can be divided into: mail,
auditorium, email (CAWI - Computer Assisted Web Interwieving). A mail questionnaire
is a relatively cheap research technique, however, it has its disadvantages, among which
the following can be indicated: low percentage of returned questionnaires and the
related lack of control over the research sample (no possibility to predict who will take
part in the research). An auditorium questionnaire is distributed for self-completion
among respondents gathered in one place, e.g. during meetings, training sessions,
school or university lectures. Such a survey provides ahigher level of sample
completion. An email survey (CAWI), on the other hand, is an electronic form sent to
respondents by e-mail or posted on publicly accessible websites. However, only people

with access to the Internet participate in surveys, which causes problems with sample
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representativeness. Another disadvantage is the low return rate, lower than in face-to-
face interviews. On the other hand, the strengths of this method are low costs and the
speed of obtaining results.

As regards the second technique of data collection in survey research, the following
types of questionnaire interviews are distinguished: paper and pen personal interviews
(PAPI), computer assisted personal interviews (CAPI), and computer assisted telephen
interviews (CATI). The PAPI consists of a personal conversation between the
interviewer and the respondent, conducted according to a questionnaire printed on
paper and containing questions regarding a specific research problem. Interviewsnay
be conducteT « 3 X’ Romes,plice< of wibrk, on the street or other frequented
°KINX" Y A| X ahsWérs® are« r&cdrdet! ‘by the interviewers in interview
guestionnaires. Computer Assisted Personal Interviews (CAPI) are interviews
conducted using an electronic questionnaire (called a scrip). The interviewer, while
conducting the interview, reads the questionnaire questions from the computer screen
and enters the obtained answers into the computer memory. The use of computer
assistance enables an automatic dgical control of the obtained answers, signalling
errors during the interview and controlling the consistency of the given answers. An
important advantage of the method is that it eliminates the need for data entry
(transferring data from paper questionnaires to electronic carriers). This method also
gives more control over the work of interviewers than paper questionnaire interviews
J«T JKB-C° A " AJK 2JoXx3s JK° 3F°|-°-z23FJ°| W I
Thanks to automatic saving of the resuts in the database, it also provides quick access
to partial results.

Computer Assisted Telephone Interviews (CATI) are similar to CAPI, however, the
interview is not conducted in person, but by telephone. Similarly to CAPI interviews, by
means of phone nversation interviewers ask the respondent the questionnaire
guestions visible on the screen and enter the answers into the computer memory.
However, telephone interviews should be short (maximum 15 minutes), and questions
should not concern sensitive or personal issues. Computerassisted telephone surveys
are conducted from central telephone studios of research institutes, consisting of a

number of workstations (approximately several dozen) equipped with a computer-
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telephone installation.?®

The research tool used in surveys is a questionnaire, usually with a fairly high level
of standardisation. The standardisation of the questionnaire consists in asking all
respondents the same questions in the same order, and among them closed questions,
I.e. questions inwhich the respondent is asked to select an answer from a list of possible
options prepared by the researcher, have a considerable advantage. In operended
guestions, on the other hand, the respondents provide answers themselves, without
any guidance from the interviewer. The analysis of the collected data as a result of
surveys is carried out by means of specialised statistical packages (software), and its
effects are collective tabular statements and graphical presentation of data in the form
of charts.

Unlike survey research, which provides quantitative data, field research techniques
described in this section provide qualitative data that cannot be expressed in numbers.
They allow for a deeper and more thorough understanding of the phenomenon under
study in its entire context.

The most popular qualitative research techniques are: Individual Indepth Interviews
(IDI) and Focus Group Interviews (FG).

An IDI is an approximately one-hour conversation between a respondent and an
interviewer (moderator). This interview, due to its unstructured nature and low degree
of standardisation, is closer to a natural and unplanned conversation. It takes place
according to an interview agenda (scenario), containing only the thematic threads that
should be taken up in the interview. In-depth interviews are often used in the case of
difficult recruitment of respondents (who would be difficult to gather in one place), and
also when the subject of the research concerns sensitive issues. The IDI technique is
used in situations where the problem requires a much deeper insight into the views and
attitudes of the respondents than is possible using a simple questionnaire interview.
Within this technique semi-standardised and free interviews can be distinguished

IDIs give the respondents the opportunity to fully express their feelings, emotions
or opinions (even the more controversial ones); explain the motives of their conduct;

present their life experiences; obtain information about their deeper needs. It is a very
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good research technique when there appears a need to obtain not only a simple
evaluation of some situation or phenomenon, but we also want to understand the
process of its generation, as well as the freedom and openness of expressing opinions.
An IDl is a technique that provides an intimate atmosphere and the associated sense of
trust.
When asking questions in an interview, various techniques can be used to facilitate
interesting and in-depth statements from the interviewees. These techniques include
the following :
JBAX 9 -« JM-A° A«N-22.« XE°X3 X«NX" W C| NJ
NAKO A3 JK 3XKJ° -« Y

MO A Xc °ZaAKBZ-3 W YXY | -C «z | °N}°IBKIC| ©
Z-NA" °|ZX JAMEEN°AEX«- &-° NY
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Another type of qualitative interview is an FGI, i.e. a group discussion involving 8
12 people, selected with regard to certain common characteristics (related to e.g.:
gender, age, place of residence, economic status, etc.) or having common experiences,
related to the research topic. This discussion is led by a moderator and lasts
approximately 1.5-2 hours. The research bol is a framework scenario. The basic
attribute of the group interview method is the group dynamic, understood as the
interaction between the members of a given group and the moderator conducting the
interview. This interaction guarantees better integrati on, communication and creation
of an atmosphere of openness among people with similar problems and opinions

As in the case of an IDI, in group discussions it is possible to use projective
techniques in the process of asking questions to participants. Suchtechniques include
e.g.:an open-end test, the test of word associations or the sociodrama (during which
the participants of the interview play roles given to them). Professional focus meetings
are conducted in special rooms, the sacalled focus rooms, equipped with audio-visual
equipment and recording devices as well as aszenetian mirror.

The advantages of group interviewing include: the safety effect (the participants

feel that the responsibility for the words said during the interview is spread over the
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whole group), the snowball effect and the stmAKJ° -« XZZXN°s F- «X

statement stimulates other people to speak), and the spontaneity effect (each
participant can take the floor at any time). Difficulties related to the use of an FGI as a
research technique include issues related to maintaining discipline in the group during
the discussion, as well as problems with sound recording, especially when several
people try to speak at the same time. It should also be stressed that the quality of the
obtained material is influenced by the person of the moderator, especially his or her
knowledge of the research problems and experience in conducting group discussions.
Gathering the group in one place at one time can also be problematic

Both qualitative te chniques produce similar results, hence,the choice of either
technique is often determined by practical considerations D the ease of gathering
respondents in one place (accessibility of respondents), cost and speed of
implementation. The argument behind choosing focus groups is the need to confront
the opinions of individual participants and the benefits associated with group dynamics
(mutual interaction stimulating the exchange of views and revealing differences). The
argument in favour of individual inte rviews, on the other hand, is that the researcher
has more control over the interview situation than in the case of multi -interviewee
discussions

In summarising the characteristics of qualitative interviews as research techniques,
it is important to emphasise their flexibility. The form and sequence of questions asked
ininterviewslarz X KE TX° X« T~ - «andwenX to préviols questions: Othe?
advantages include the possibility of gaining an indepth understanding of the
res - « T X atttudes and opinions. Moreover, compared to surveys, qualitative
interviewing techniques are relatively cheaper and the results can be obtained more
quickly. It is also worth emphasising that qualitative research is characterised by greater
accuracy (the feature of research concerning whether the measurement actually
corresponds with what we think, or something else), but lower reliability (i.e.
dependability, understood as the chance of obtaining the same results if we carry out
the same measurement many times). Themain limitations of qualitative interviews
include the inability to generalise conclusions from the sample to the research
population, as well as the subjectivity of the researcher in the process of describing and

reporting research results.
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3.4. Brand management as a contemporary form of marketing

In contemporary marketing, a special role is played by the brand. A strong and
recognisable brand is indicated as one of the most important sources of competitive
advantage for a company. Sometimes marketingis treated as synonymous with the
creation of a brand. The brand is the glue that binds all marketing activities carried out

by the company.?>°

The main reasons for the growing importancX - Z M3 J « T~ «s | X

activities include:260
i1 the development and diffusion of new technologies, which make it possible to
copy a product in a very short time and thus shorten its life cycle;
1 globalisation and integration processes, which result in the need for companies
to communicate with an ever-wider audience;
1 aconstantly widening market offer, which causes a greater need for companies
to stand out on the market than before;
1 an increase in demand from customers for information about the offer, which
minimises the risk associated with the purchase of products;
increasing diversification of customer needs;
i trends in contemporary customer behaviour, expressed in treating consumgion
J° J CJE - Z Xigehtity)personalityand lifestyle;
1 the growing importance of intangible resources in the global economy as the
most unique and difficult to copy assets of an organisation.
Inmarke® «z OYAW ©° | X g effdrtis noZonly to et & ctisiomdt i
buy a product, but more importantly to get them to become a brand advocate. Indeed,
advocates talk about brands on social med J Y °© o] X 7 J?a Xattentiod X w
and trust is now directed towards their social and family circles, rather than the
advertising message?!
One oftheearl X" © TXZ « ©° arame, symbol)logh) dbrembination 2z

thereof, designed to identify the goods and services of a seller or a group of them and
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to distinguish them from competitors. 2%2 This definition is no longer up to date.
According to J. Kall, a brand is a combination of a physical product, a brand name,
packaging, advertising and accompanying distribution and pricing activities, a
combination that, by differentiating the offerings of a given marketer from those of its
competitors, provides distinctive functional and/or symbolic benefits to the consumer,

thereby creating a loyal group of purchasers and enabling to achieve a high market
position.?83 This defic © - « Xa° | J° ~ XoarticipatioX in Nréatiy the X3 ~ Z
brand, takes into account their opinions, feelings, emotions, associations that the brand

evokes in their mind.

According to the most current approach, the essence of the brand is its ability to
create positive relationships with customers, which will translate into maintaining or
increasing sales of the branded product?%*

A brand is a product, but characterised by different dimensions that distinguish it in
some way from competing products designed to meet the same needs. These
differences can be rational and material b relating to the performance of the branded
product B or symbolic, emotional and intangible P relating to what the brand
represents.?%> A brand is an important element in building customer confidence in the
product and service of a particular business or service provider. It is the promise of an
ongoing delivery of a specific set of features, benefits and services to the buyer?66

A strong brand fulfils many functions, providing various benefits for both the
customer and the company. Among the benefits of the brand in relation to the
customer, the following can be identified: 267,268, 269

1 the promise of a repeatable combination of benefits;

f ZIJN K ©°J° -sdecisighrmakjngprobblsE X 3 Z

1 security associated with a guarantee of high quality and support from the

company (service);
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the ability to distinguish a product from competing products;

i satisfaction of consumers who purchase and use products with strong brands;
prestige in the environment, standing out, demonstrating a position, greater self
confidence (social function);

1 belonging to a group of product users, the joy of participating in a joint
adventure.

Among the benefits of a strong brand that a company can achieve are the following

270, 271

1 it builds authenticity, originality, recognition;

1 it builds customer loyalty by stimulating repeat purchases;

9 it gives products psychological value;

9 it fosters a higher level of prices and marginsb products with strong brands
generally allow their value to be valued at a higher level, which is important from
the point of view of enterprise development ;

1 it generates higher turnover ®demand for branded products is less vulnerable in
times of economic crisis;

9 it brings greater familiarity with the product among customers b the rates of
spontaneous and assisted familiarity with the brand are higher;

9 it ensures greater publicity B strong brands appear more often in conversations
between consumers, also between partners (mainly B2B area);

1 it ensures more intensive presence on shop shelve® stronger brands are placed
by retailers in areas that generatemore turnover.

As the definition of product has moved beyond traditional goods and services with
the dawn of the new millennium, the boundaries of brand management have expanded
in parallel with this process. The concept of a brand has a wide application.t can be
given to a tangible good, a service, a commercial establishment, a person, a place, an
organisation, as well as an ide&’?

Creating a brand is described as branding, which is the process or procedure of

designing, planning and communicating the nane and identity of, for example, a
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tangible good, a service or an institution in order to build and/or manage its image.?"®
A brand identity is a set of brand associations that a company wants to build and
maintain, in other words, an aspirational external brand image?’* The brand image is
the sum of beliefs, attitudes and impressions that a person or group has in relation to a
specific object.?’®> Associations of this kind, occurring in the perception of recipients,
form the basis for purchasing decisions and band loyalty.?7®

The company (on its own or with the help of an advertising agency) develops a brand
identity. The task of such anidentity is to define the meaning and vocation of the brand.
The identity must therefore precede the image. The image, on theother hand, is created
as asynthesis of all the signals emitted by the brand (brand name, graphic signs,
products, advertising, etc.). It is therefore the result of the decoding, the extraction of
the meaning of these signals by the consumer, as well astteir interpretation. The image
describes the way the public perceives the brand?’’ Brand identity is defined by the
brand manager, whilethe image is the picture of the brand that appears in the mind of
the viewer (figure 3.4). Brand managers can disrupt tke original brand identity by taking
additional actions to imitate competitors, by opportunism and by idealising the brand.
Furthermore, differences between the aspirational image (identity) and the actual image
a JE MX NJA” XT Mdiond\N eommuxiéatio” nofsé, distortions occurring
during the decoding of information messages by customers, efficiency in brand
communication, consistency of communicated brand values with its actual attributes

and external factors.2’8
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R Brand identity Transmission Brand image
(sending) (media) T (perception)
Another source Competition
of brand o .
inspiration: Communication noise
imitation Disruption of the decoding process
opportunism Efficiency of identity communication
idealism Compatibility of communicating
values
feedback

Figure 3.4. Brand identity and brand image

Source: H. Szulce, K. Janiszewskal, J 3 EKTEJWwW KETJETkKN°C- C( C ; -fE«J« AW
45,

The branding strategy comprises three main stages
9T Jz«-" " -Z ©°| X ~72°AJ° -« FzC| X3 X I3 X CX
§ formulation of brandidenti® E 3z C| X3 X T-72).CX CJ«° ©°- z-
f brand commA « N J Row dowe get therey Z Y
A diagnosis of the situation involves the implementation of marketing research to
determine the specific characteristics of the target group to which the branded product
is directed. The aim of the research should be to identify not only demographic but also
psychographic characteristics of the target group that will mainly determine purchasing
decisions (the soNJ KK X T z N- «, ik2leéming akolt matiyed, £xpectations,
lifestyle, behaviours and the entire path of the consumer on the way to purchase
(important people, key moments, points of contact with the brand, sources of
knowledge about the brand). Marketing research conducted at this stage should also
determine what should be the differentiating aspect from the competition
(identification of co mpetitive brand strategies). The last issue is to define what value or
benefit is offered to the client. It should constitute an answer to the results of
z N- « A2 X3 whickdllowed| t® identify a hitherto unsatisfied need of potential
buyers.
In the phase related to the definition of the bra« T TX«® °9EW J ©°--K N.
° E 3 J 9s partitularly useful (figure 3.5). It facilitates the process of identifying the

attributes, benefits, personality and essence of a new brand launched on the market

119



At the same time it allows the monitoring and repositioning of brands already existing

on the market.

The essence of the brand is
ClJ° T3 AEX - «X

Manifestation of the brand in
human characteristics

How does it make users feel
after using it?

Tangible benefits to the
user

Most distinguishing
product

Figure 3.5. The brand pyramid

Source https://knowledge.insead.edu/blog/insead -blog/how -to-build-a-brand-pyramid-8491,
[23.05.2021].

Completing the pyramid to define brand identity starts from the bottom, identifying
the unique qualities and attributes that characterise the product we want to brand.
Then we define the functional (material) benefits of this product, indicating why
customers should reach for this product, what rational problem this product will be able
to solve. The next step is to answer the questions: how do customers feel after using
the product? The emphasis here is on creating a story that convinces the customer that
the product will enable them to experience certain emotions. In the brand pyramid we
also answer the question: who would our brand be if it were a person? How wo uld we
describe him or her? What values would be important to this person? At the very end,
we define the brand idea, its essence

The biggest challenge inthe bra« T «z °3 - NX~ ° " dithe biladZz « X
identity, the starting point of which is the brand essence. The brand essence is usually

encapsulated in asingle sentence or short statement, reflecting the so-called brand
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DNA.2° D.A. Aaker visualises this component of brand identity as a magnet that
connects and organises the elements containedn the brand core.?®

After defining the attributes, benefits and essence of the brand, it is necessary to

focus on the selection of the so-called brand elements that co-create or strengthen the
sources of brand strength and make up its identity. They shoutl be chosen in such a
way so that they positively influence brand awareness and image, and create strong,
favourably evaluated and unique associations?®!

Brand elements include?®?

1 a brand name, which should be unique and constructed in such a way that the
consumer, not knowing the product, is able to identify certain characteristics of
it by its name alone;

1 alogoba graphic element symbolising a given brand; a logo may take the form
of alogotype B a word or a group of words presented in a specific typeface,
designed to uniquely identify the brand. Just like brand names, their graphic
symbols should be easy to remember. A simple appearance and a reference to
the meaning familiar to buyers helps them do this. If a designer comes up with a
too complicated shape, behind which there is no meaning familiar to buyers,
graphic symbols will not fulfil the hopes placed in it;

1 a sloganb a short phrase conveying key information about the brand, which
contributes to its strength;

1 a brand hero, i.e. a symbol connectedwith the brand with human or animal
features, which appears in marketing communication

Well-chosen elements refer to meanings familiar to buyers, make it easier for them

to recognise and recall the brand in purchase situations, and thus contribute to
increasing its strength.

The key elements related to contemporary brand communication, which are worth
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multi-channel marketingD2hX N- « ~ A2 X 3showld b& feadised tArough a
large number of session devices and platforms, the selection of which should
depend on the specific nature of the target audience;

personalised experiencesbthe more experiences are tailored to individual users,
the more engaging marketing messages become and the more customers are
interested in a given brand;

marketing automation Bwith the development of online marketing, brands need
to automate as many repetitive tasks as possible in order to effectively manage
multi-channel campaigns, keep costs down and achieve the fastest possible

growth .

There is no doubt that the ways in which brands communicate are becoming more

challenging every year, as technologies and consumer trends become more complex.

When designing brand promotion campaigns, it is important to consider that a

contemporary brand should behave as a close friend of the customer, i.e. meet the

following conditions: 284

T

be aways available D MX NJ A~ Xs c®nsumdrBsZshort of time and wants
products and services here and now, without waiting;

be attractive and interesting P so that spending time in its company gives value
to existence, just like moments with the loved ones;

be humanblisten, advise and involve customers in the different phases of their
development, (just like in a relationship with a friend);

be wise B on the one hand, to be a provider of content D useful and interesting,
on the other hand, to give constantly new, innovative solutions b like a friend
bringing news from the world;

be moral and consciousb why it exists and through its existence give meaning

to the consumX 3 life".

A brand, like a friend, should deliver satisfying, engaging experiences to customers.

It is important that these experiences are delivered in a multi-channel manner, while

being consistent and encouraging interaction and relationship.

B4 Y 1-°KX3W , Y 153° 0 MIBNggAMNY W ?X° JCJ«W
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3.5. Internet marketing as a means of brand creation and communication

E-marketing (Internet marketing, digital marketing) is a range of activities carried out
via the Internet to promote a company, brand, product, service, as well as their sales
and build customer relations.?®>

Website positioning is an important step that brings a company closer to success.
This increases brand recognition and even builds trust towards the company. High
positions on the Internet guarantee traffic, greater customer interest and,
consequently, a higher level of sales of products and services. Additionally, it should be
noted that this is an extremely positive form of marketing, as it is not pushy. It is the
customers who look for the necessary information, while the companies suggest ready
solutions and respond to queries. The content of the presented information is of great
importance.

Content marketing is a strategy aimed at creating and distributing valuable content
targeted at a specific audience. This form of marketing is based on buding positive and
long-term relationships with customers and clients28¢ . « ° s digitaE &ye, before
customers make a purchase, they decide to check the product on the Internet.
Obviously, it is impossible for acompany to control all the comments that appear on its
products and services. Therefore, they should provide customers with full access to
information, because the content they post will be perceived as reliable and

professional. They can provide it in different forms (figure 3.6).
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Figure 3.6. Content marketing tools

Source JA° | -3 Z XKIM-3J° - «

Content marketing tools include:

l

infographics, which are usually presentations of numerical values, percentages,
charts and processes using attractive graphics. This form of content marketing
is extremely popular and well-respected. In order to create eye-catching
graphics,the company needs to hire a graphic designer or use available tools for
creating infographics. Among those available on the market, it is worth
mentioning Visually, Easelly or Piktochart;

webinars and online conferences are an attractive form of product
presentations, they do not require significant financial outlays and the recipient
can participate in the meeting from any place. They are based on live
transmission, allow interaction with the presenter, and are an excellent tool to
attract people looking for solutions. The most commonly used communication
platforms include: Vimeo, Click Meeting, Microsoft Teams and Zoony,

e-books, which can take various forms, i.e. guides, reports, newsletters,
brochures. They are highly valued by recipients, especially those seeking expert
knowledge;

articles, which are a valuablebatch of knowledge that can be distributed both
throughinternal N | J « « X K~ 3 % vebsitdor Bloyy)hrdExzernal channels
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(portals). Articles allow to build the image of an expert in the industry, to stand
out among the competition;

1 photographs, a form of content marketing, the importance of which depends on
the industry. For example, the fashion industry relies more on photos for
inspiration than the IT industry;

1 press releases which have a huge impact on the brand image in the media.
However, it is important to know the principles of webwriting. Without them,
even the most valuable information will not be placed in the media (both the
content and the form count);

1 presentations are a typical element of the work of a sales department, whose
representatives present a product and its benefits during a conversation with a
client.?8’

E-mail marketing uses email for marketing purposes. The basic tasks of email
marketing are to communicate with customers by e-mail, to create and analyse the
mailing base, to prepare the content of individual messages that will reach the
contractor, and to encourage potential customers to use the offer proposed by the
company 288

Google Ads is the most common paid advertising system in search engines (Google).
With Google Ads one can create own ads and personally select keywords related to the
company and its profession. Advertising formats are divided into:

T tXE° 2a X" " JzX T ShowserXT ©°- +--2zKXZ

T g8J°| N MJ««X3  seatydrisiXginetwork; + - - z KX Z

9 video formats shown on YouTube.

Within these three formats, it is possible to create advertising that will be displayed
to a specific target group.?®®

Facebook Ads =~ * J NsXadwertisihgZsystem. Advertising is displayed not only
on Facebook, but also in Messenger, on Instagram and in the Audience Network. An

advanced tool, which is Facebook Ads Manager, allows to create campaigns targeted at

B76J3EYTE J N- «?|X%«®° 208 CXQPC YeM3AWMK T« RQP2 - X®J KDL ML X%«
J3 ! xtxdZ2 ENXTETBAYASYI AT aFY

V(@] K BIPOXT gBWCCCY| X & 370X ot Bz ALK T -EZAKGR K ERK T E
TX® J3 ! X° «z0AYIAIYYREW AT aFY

294 . Z7KX | °P°WYbbQTRY¥ZXK°"@PBALEARNA YT AT aFY

a

E
I
I

125


https://www.brandnewportal.pl/content-marketing/content-marketing-i-7-narzedzi/
https://www.brandnewportal.pl/content-marketing/content-marketing-i-7-narzedzi/
https://www.heuristic.pl/blog/e-marketing/6-najbardziej-popularnych-narzedzi-do-e-marketingu;96.html
https://www.heuristic.pl/blog/e-marketing/6-najbardziej-popularnych-narzedzi-do-e-marketingu;96.html
https://www.grupa-tense.pl/google-ads/

selected groups of people, which ggnificantly affects their effectiveness, because the
ad will reach the right people.

Advertising on Facebook is shown to users at various stages of the purchasing
process. Due to precise targeting, each of them can become a potential customer. This
meansthat the right ad configuration allows the company to reach people in the target
audience. Using Facebook Ads will not only attract new customers, thereby building
awareness of the brand, but will also remind regular customers of the company.

Facebook Adscampaigns give the opportunity to create a message using several
universal ad formats. Users can be reached by means of photos, videos, events (stories),
carousel format (videos or images), slideshows, collections (presentation of an offer),
demos (interactive preview of an application before downloading it), as well as by
presenting an ad on Messenger?®°

An online auction is the process of bidding for a particular good offered for sale on
an auction site. The starting point is usually the asking price, from which the bidding
beqins, i.e. potential buyers offer an increasingly higher price for the goodon sale. The
purchase is made by the entity which offers the highest price within the auction. Online
auctions are an important sales channel from which manyusers start their purchasing
path.

The following types of auctions can be distinguished:

1 classical (English) auction® consist in the fact that the price of the goods is
increased by the persons who joined the bidding. The auction ends after a
specified time. The item is sold when the buyer bids higher than the minimum
amount set by the seller;

1 Dutch auctions Bwork in th e opposite way to classic auctions;the seller sets the
minimum and starting price, which is also the highest bid amount. It will be
automatically lowered by the buyers. Bidders may only bid once for the price
they are willing to pay for the item;

1 single and multiple (simultaneous) auctionsb a multiple auction means that the
seller can place several auctions for the same product. The auction is won by

several buyers at the prices they have bid for,

20% JNXM- -[1° 9 °T” 9vbb C C C VY @TIXKOZ - @ NIXTE KUNKAUB  J b Z INDGM> - |
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9 instant Db characterised by a short duration B usually up to 60 minutes. There is
often no minimum price, and the starting price is relatively low. Within the
specified time, the person who offered the highest price for a given product wins
the auction;

1 competitive auctions b these are auctions where there is no traditional way of
bidding. The winner is the one who places the highest bid, but the buyer knows
neither the minimum price at which the seller is willing to sell the product, nor
the bids of other participants in the auction;

1 reverse auctionsbwhere items are put up not to be sold, but to be bought. Those
who want to sell the product bid against each other;

1 vertical b also known as sectoral auctions, where goods from one sector or
possibly from several basic ones are displayed,;

1 horizontal B where a wide variety of goods from many industries are
displayed 29t

One of the first places where this could be done was the auction service eBay,

which was established in 1995. In Poland it was only 4 years later that Internet users
had the same opportunity, when the precursor of Polish retail trade D Allegro B
launched its platform.292

Online auctions are a business model specific to both B2C, C2C and C2B sectors

Viral marketing is an element of emarketing activities aimed at creating a situation

in which Internet users themselves disseminate news related to the company or its
activities. The goal of such campaigns is to create attractive material, which will interest
the recipient to such an extent that he or she will spread the content on the Internet
on their own initiative or pass it on to someone during a traditional conversation.

A successful viral marketing campaign is always a great success for marketers, as

there is no clear recipe for it. The first such actions were born by accident and the

authors themselves were surprised by their effects. Such action should be: positively

2117 $EJoIECO-P XBNX- ~ °XNEZ | J °XW0° K REBE-Z- ECT XA
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charged, surprising, brilliant. Here, vdeo and graphic materials work best. Funny and
ambiguous content brings excellent results.?*3

When one runs an online business,online tools become extremely useful for
organising and supporting your work. It is important to emphasise that these are not
just reserved for experts. Nowadays, these tools are created in such a way that they
are as easy to learn, simple to use and automated to a certain xtent. Promotional tools
can exist in a paid versionbe.g. on the basis of a subscription feeDand in a free version.
E-marketing tools are used by both experts and amateurs, which makes them even

more popular. Examples of tools are shown in the figure kelow.

W ebsite tools: Web Social media tools:

d Google tmoglr;'ijtoring d Sotrender
Analytics : d Socjomatik

d Google d Mention d Hootsuite
Speed Test d Buzzsumo d Social blade

E-mail Graphic design Positioning (SEO)
marketing tools: tools:

tools: d Canva d Senuto

dFreshMail d Venngage d SurferSEO
dSalesmanago M @ Photoscape d Ahrefs
d Google d Social d Facebook

Keyword Mention Audience Insights
Planner

d Hotjar
d Google
Search
Console

d Snapseed d Keywordtool
d Giphy d Semrush
d Adobe Stock

Figure 3.7. Examples of online marketing tools

Source: i3 EE! "JT-CX «J3EYTE J aJs !l Xo «zA
https://www.bitrix24.pl/blogs/aktualnosci/darmowe  -narzedzia-marketingu-internetowego.php,
[06.06.2021].

Sales of products or services can be supported by many methods and tools. The
choice of instruments should be a well-considered decision, and the use of these tools
should be carried out by competent persons. It should be borne in mind that the
essence of online marketing is to build and strengthen the relationship between the
brand and the recipient, and these ties can easily be spoiled byan incompetent use of
specific tools. It is worth bearing in mind that on the market there are also modern

marketing tools with a complex purpose (e.g. Wordpressb a platform for creating blogs
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and simple websites?®* wFirma.pl D online accounting software;?°> team management
software: Asang Bitrix24, or Trello).

Intentional and conscious use of tools is a guarantee of success. Additionally
important are the channels distributing information that relates to the product or
service, i.e:

1 owned media are allchannels over which the company has full control. They are
owned by the company, and using them in the content marketing strategy
usually does not involve any fees. The most popular media arecompany blog,
website, social media(Facebook, Youtube, Pinterest, Snapchat, Twitter etc.);

1 paid mediais aimedto promote content owned by the company (owned media).
Some of the most popular solutions include bands, search engine advertising,
sponsored articles and, increasingly, commercial engagement by brands with
popular influencers;

1 earned mediais a message whose creator is not the company, but the recipient;
it is content generated by Internet users. It can be, for example, a comment
under an article or a post, an opinion on a product or a brand posted on the
Internet.

The aim of brand communication on the Internet should be to skilfully use all three

categories of media. The graphic below shows the common area, which includes owned,
paid and earned media. This central place should constitute a unique media miand the

main goal of e-marketing, i.e. POEM(Paid Owed Earned Media).
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THE DIGITAL MARKETING MIX

Reviews Pay Per Click
Media Coverage Display Ads
Guest Posts Remarketing
Mentions EARNED Retargeting
Social Shares MIX Paid social

Native Ads

Influencers (free)

(POEM)

Influencers (paid)

(Your) Website
Blog

Profiles

Emails

Social Pages

Figure 3.8. The digital marketing mix

Source: The digital marketing mix https://www.theukdomain.uk/difference -between-owned-earned-
and-paid-media/, [30.05.2021].

The promotion of content across owned, paid and earned media channels requires
the creation of an action strategy taking into account each of them.

To sum up, skilful use of Internet marketing allows to:

1 reach potential customers at any time of day or night;

1 relatively easily analyse the group of recipients, which translates into the precise

creation of messages adequate to the needs of potential customers;

1 automate certain marketing processes, which in turn saves not only time, but

also money;

1 measure conducted activities and their optimisation for achieving better results;

1 strengthen ties with the recipients by interacting with them .

Internet marketing, in contrast to traditional forms of promotion, makes it possible
to strengthen bonds with recipients much more efficiently and on a larger scale. It is
important that this type of activity is aimed at both current customers and potential
ones.

However, it should be remembered that customer service through online marketing

is along-term and well-documented investment. Nothing is lost on the web,
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information spreads very quickly, so taking care of the quality of customer relations can
affect the reputation of the company.

Therefore, only by having a well-thought-out strategy of online communication,
defined goals, methods of achieving, monitoring and measuringhem, canthe company
achieve valuable results.

A skilful use of e-marketing techniques increases brand awareness, consumer
involvement and loyalty, builds interest among potential customers and ultimately B

increases conversion and thefinancial result.
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Conclusion

This publication aims to popularise entrepreneurial attitudes and provide the
knowledge necessary to succeed in business.

Running a business undoubtedly involves having financial resources. Access to
capital is the basic factor determining the possibility of establishing andthe subsequent
running and developing a company. Companiegown capital is often insufficient to carry
out investment plans, so there is a need to raise external capital. The book emphasises
that the forms of raising this type of capital are diversified both in terms of required
collateral, formal procedures and generated costs. The choice of an appropriate form
of outside capital depends on the industry in which the company operates, the specifics
of its operations, or the size of the company. Determining the optimal capital structure
(proportion between equity an d debt capital) affects the market value of the company
and is one of the most important decisions made by the owner.

Another important issue is to build a team whose work makes it possible to carry
out even the most difficult tasks, which will translate i nto outstanding results. Well-
functioning teams achieve much better results than people working individually. This is
ensured, among other things, by knowledge sharing and cooperation. Different skills
and experiences combined with strong motivation create a synergy effect, thanks to
which the team can react faster to market, economic and technological changes.
Therefore, work teams are becoming a key element of the organisational structures of
companies, and not only multinationals, but also small and medim-sized enterprises
and any other type of organisation.

Apart from the issues related to recruiting and motivating suitable members for the
team, aspects related to the forms of employment of employees are also discussedThe
publication presents various options which can be beneficial for both the employer and
the employee.

Much attention is also paid to the marketing aspects of the business. Itis shown
how the approach to marketing has evolved. The authors emphasisethat marketing in
an enterprise is away of thinking that concerns everyone b both managers andtheir
subordinates. One of the basic aspects of the marketing concept is directing business
activity towards a specific group (groups) of clients. Separated market segments

determine the area of activity of the enterprise and are the starting point for the
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formulated action programme. The target market for the planned undertaking includes
a set of entities B individuals, households, companies or institutions B which are
potential buyers of products or services offered by the enterprise. Estimating the
number of potential customers is not a simple matter, which is why much attention is
paid to it. The following part of the publication focuses on the tools of the marketing
mix and the role of marketing research. Properly planned and implemented research
ideas can help in taking many decisions related to the functioning of an enterprise.The
publication also focuseson brand management,since a strong and recognisable brand
is indicated as one of the most important sources of competitive advantage of an
enterprise. In the last section, the issue of online marketing as a method of brand
creation and brand communication is discussed. It presents a number of activities which
are carried out via the Internet in order to promote the company, brand, product,
service, as well as their sale and building customer relations

To sum up, there is no doubt that actions supporting the establishment or
development of a business combine several different tools, which would be difficult
and time-consuming for entrepreneurs to find and obtain on their own. Setting up and
running ones own business requires good preparation. The process of establishing
young enterprises is particularly supported P directly and indirectly B by both public
and private sectors, which often work together. One of the initiatives stimulating
business startups is the Acceleration of BusinessSupport Ecosystem (ACCESS), which

has produced this publication.
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