3.3 Analysis of industry in Konin Province

3.3.1 Structure of Industry Sector

(1)

2

Characteristics of business types (sub-sector)

As of July 31, 1997, Konin Province had 2,290 indusirial enterprises which
had been registered at the Statistics Office of Konin*2 . They are broken
down as follows;

-22 mining enterprises (includes two brown coal mining firms, KWB
KONIN and KWB ADAMOW, and onc rock-salt mining firm, KS
KLODAWA),

- 17 energy and utility enterprises (includes one clectric power eaterprise,
ZEPAK S.A), and

- 2,251 manufacturing enferprises (including HUTA Aluminum S.A).

Table 3.3-1 shows the distribution of those 2,290 enterprises by business
type and by gmina. Loaking at the distribulion by business type, textiles &
garments accounts for the highest percentage, with 18.3% (418 f{irms),
followed by food processing, with 15.8% (361 firms), and wood processing,
with 13.9% (318 firms). Chemicals and transportation equipment each
account for less than 1% in the province. The five largest sub-sectors, in
terms of number of firms, arc as follows;

1 Textiles & Garments 418 enterpriscs  (18.3%)
2 Food & Beverages 361 (15.8%)
3  Wooden Products 318 (13.9%})
4 Metal-processed Products 276 (12.3%)
5 Non-metal Products 224 (9.8%)

Distribution of Industry

Concerning the dislribution of industry by location, 1,039 cnterprises
(45.4%) a_ré concentrated in the four major citics of Konin, Kolo, Slupca,
and Turek. Considering that these four cities together occupy only 2.4% of

? In Poland, any enterprise engaged in an economic activity must tegister itself at the Regional Statistics Offices
under the Regon system since January 1996, However, this does not mean all registered enterprises arc in

operalion.
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the total arca of the Province, the concentration of indusirial enterprises in

urban arcas is cvident. In parlicutar, 477 cnteiprises (20.8%) are
concentrated in Konin gmina. |

On the other hand, there are naturally a good number of industrial
cnterprises in several rural gminas which are favorably located for industry,
such as the Stare Miasto (piénncd site for new cxpressway interchange) that
adjoins Konin, and Strzalkowo, which adjoins Poznan Province and already

has an expressway and railway leading to Poznan.

Table 3.3-2 shows the location disiribution of manufactu r:i'n'g enterpriscs by
busincss type i urban and rural districts. Characteristically, textiles &
garments and clectric cquipment are largbly concentrate in urban areas,
whercas wood products and nonmetallic products (ceramics in particular)
arc highly concentrated in rural arcas where their materials are readily
available. Food processing is cqually distributed between urban and rural
arcas. Considering the general trend of industrial concentration in urban
arcas, however, more of the food processing enterprises as resource-
dependent,s should be moved to rural areas. There arc four rural gminas in
which less than ten manufacturing enterprises were located as of July, 1997.
They are Chodow, Grabow, Olszowka, and Wicrzbinck.

Table 3.3-2 MFG. ENTERPRISE DISTRIBUTION BY TYPE OF BUSINESS

Type of Business Total Urban Aurat Total % | Urban % | Rural %
Food Processing 361 184 177 i6.7 13.7 215
Textiles & Garments 418 315 103 183 23.0 11.0
Leather 46 38 8 2.0 28 0.9
Woocden Producis 318 142 176 14.3 10.4 20.4
Paper, Printing 69 &1 8 3.0 4.4 08
Chemicals 8 3 5 0.3 0.2 0.5
Rubber & Plastics 67 44 23 30 a2 28
Non-metallic Products 224 105 119 95 7.5 i3.7
Metal Products 276 173 103 12.0 125 11.3
Machinery & Equipment 107 59 49 4.7 4.1 56
Electric, Oplical Equipment 139 17 22 6.1 8.4 2.4
Transpor! Equipment 10 B | 2 0.4 0.5 -
Olhers ‘ 208 - 128 80 © 92 9.3 9.2

2,251 1,376 874 1060.0 100.0 100.0

Source: Office of the Konin Governor
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(3) Indusltry concentration

In Konin Province, there are fow areas in which a specific industry (type of
business) is concentrated to form a center of production. It is true that the
Province as a whole has a big energy industry formed through its inter-
industrial relations--production of brown ceoal, which is used to gencrate
electricity, which in turn is used to refine aluminum. It is also cvideat that
manufacturing industries are concentrated in ils urban gminas and that
Konin Gmina, in particular, cmbraces many enterprises in any indusiry,
However, there are very few arcas or gminas which have created
traditionally a specific industry in a unique manner. Table 3.3-3 shows the
major industrics in cach of the four districts (48 gminas) of the Province.
From Tables 3.3-1 to 3.3-3, the characteristics of industries in the

individual districts or gmina's can be summarized as follows.
Table 3.3-3 NO. OF ENTERPRISES BY DISTRICT

Unit: No. of Eaterprises, %
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Kenin region (13 Gminas) 138 92 93 128 92
33.0%| 25.5%| 292%| 464%| 41.1%
Kolo region {14 Gminas) 73 79 64 42 47
17.5%) 21.9%| 20.1%| 15.2%| 21.0%
Slupca region (10 Gminas) 75 31 89 oY 26
17.9%) 22.4%| 28.0%| 250%| 11.6%
Turek region (11 Gminras) 132 109 72 37 59
' 31.6%| 30.2%] 22.6%| 13.4%| 2063%
Whole of Konin (48 Gminas) 418 361 318 276 224

Source: KONIN 'Voivode Office

1) Energy-related industrics

Brown coal deposits in Konin Province were discovered in 1920, However,
it was after World War 11 that they began to be excavated on an industrial
~ scale. At present, there aré brown coal mincs in Kleczew Gmina next (o
Konin and in Brudzew Gmina next to Turek. In Around 1960, a browa

333



2)

3)

coal-fired power stalion was constructed in Konin, Kazimicrz Biskupi
(Patnow), and Turck {Adamow), respectively. Then, in 1966, an alu minum
rcfining plant was built  close to the Konin power station.

Textiles & garments

By district, this industry is concentrated nearly cqually in the Konin district
(33.0%) and the Turck district (31.6%). Looking at thc number of
caterprises in each of the gminas, however, Konin Gmina has 116 (27.7%
of the total) and Terck Gmina has 59 (14.1%). Thus, the industry is highly
concentrate in those two gminas, In this respect, two historical facts can be
painted out. In Konin Gmina, several large, statc-owned sewing faclories
were built 1o create jobs for women in the 1978s, which caused private
scwing enterpriscs in the gmina to increasc in nomber. Since 1990, those
state-owned enterprises have been divided up, and not a few of the
employecs who had acquired the necessary technologics at those caterpriscs
have set up new enterprises of their own, contributing to the present number
of textile and garment enterprises.

Turck Gmina, on the other hand, has a textile industry which has fourished
for as long as 300 ycars. Today, in Poland, the texiile industry apparently
concentrated mostly in Lodz Province, which adjoins Konin Province. This
is due 10 the fact that the textile industry of Turck has been largely relocated
to Lodz. As a result, the integration of the textile industry in Turek is not as
conspicuous as in the past, Even so, some of the long-esiablished textile
coterprises still remain in Turek.

Food & beve ragcé

With respeet to the food and beverage industry, there is little difference in
number of eaterprises among the districts, except that the Turek district
shows somewhat higher degree of integration. Turck has the Province's
oldest food company (ZPOW Turck). it is said that this company now
accounts for 195 of the production of processed foods in Poland. In addition,
there are several cmcrpmes which produce dairy producle All this scemsto
have atlracted a number of food-processing enterprises to the Turck district,
At present, there are five dairy cooperatives (OSMs) in Konin Province. Of
them, the three OSMs in Turek, Kolo, and Konin are large in scale and each
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produce unique dairy products, conlributing to the increase in public
recognition of dairy products the the Province.

Woodworking products

There arc relatively many woodworking cnleprises in the Konin and
Stupca districts. Considering that the Slupca district has the smalles
number of enterprises among the four districts, it may be said that the
conceatration of the woodworking industry is highest in this district. In
particular, Pyzdry Gmina has as many as 8 woodworking enterprises. In
this gmina is the Province's largest sawmill, which has drawn many
woodworking enterprises. In Konin Gmina, on the other hand, supplicrs of
wooden building materials and makers of woodcen [urniture ar¢ clustered.

Metalworking products

Metalworking enterprises are highly concentrated in the Konin district
(46.4%), especially in Konin Gmina (30%). Apparently, the rcason for this
is that Konin Province has energy-related industries and that large machine
makers in Konin, such as Fugo and Mostostal, demand considerable
volumes of metalwork. It should be noted, however, that the total number
of metalworking enterpriscs in Konin Province is 276, which is far from
sufficient for a district having a population of 480,000.

Non-metal products

Non-metal products include ceramics, concrete, and road construction
materials. Therefore, many of the enterprises in this industty sector are
located close (0 where the raw malcrials they require are readily available.
The main raw materials are loam, clay, and gravel produced from the upper
layers of the brown coal mines. Probably, one of the reasons why the Konin
district has relatively many makers of non-metal products is that there is a
brown coal mine in the district. One of Poland's two long-cstablished
sanilal'io_n fixture enterprises is located in Kolo. However, the concentration
of cnterprises producing nonmetal products in this district has not become
very conspicuous S’cl.
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3.3.2 Characteristics by Scale and Position of Three Key Industries

(1) Characteristics by scalc of enterpriscs

In accordance with the Dz, U. No. 88 Act that was put into cffect on Junc
29, 1995, the scale of each cnterprise (cconomic unit) in Poland is classified
by number of employces as follows™.

CLASSIFICATION OF SCALE BY EMPLOYMENT

Manufacturing Construction & commerce

Small-scale En!erprisés i~5 i~5
Medium-scale Enlerprises 6~50 6-20
Large-scale Entetorises 51~ 21~

Table 3.3-4 lists the Provinee’s 2,251 manufacturing enterprises classilied
by gmina in accordance with the above standard, In the table, large
enterpriscs  having more than 50 employees are further divided into three
classes in order 1o get a more detailed picture of them. As is cvident from
the table, 97.5% of the Province's manufacturing enterprises fall under the
category of "small-scale  enterprises” or "medium-scale enterprises,” and
the small enterprises alone account for 86% of all caterprises. On the other
hand, manufacturing enterpriscs having more than 50 employees amount to
56, cight of which have more than S00 employees (HUTA Aluminum S.A
is among them). These enterprises arc mostly located in urban gminas.

Since statistics based on the above classilication have not been compited
consistently, it is impossible to show the year-to-ycar change here. Table
3.3-5 shows the number of manufacturing cnterprises registered as of the
end of 1994 (for information, the number of manufacturing enterprises
registered as of July 1997 is also shown). It can be scen from the table that
small enterprises increased by 29, whereas mcedium-scale enterprises
decreased by 34, The number of large enterprises having more than 500
employees also decreased by 2. These are Dairy Cooperative in Turek and
Handicapped Persons Cooperative “Friendship” in Slupca. They closed

3 At present, the Polish governnieat is reviewing its definitions of small and medium-scale enterprises as it plans to

join the £U.  According ta the Ministry of Economy, the new definitions being discussed are such that small
caterprises are those which have 50 or tess employecs and medium-scale enterprises are those which have 5110
250 employees. This definition is atready used in the Ministry for implementing the development policies for
SMEs, bul not officially legisTated yet.



down under difficult conditions for adjusting themselves lo a market

cconomy bul recently statted  business again on a reduced scale.

Table 3.3-5 NO. OF MFG. ENTERPRISES BY EMPLOYMENTY

(Busincss Units)

. . 1994. 12 1997.7
Small scale enterprises 1916 1845
Medium scale enterprises 284 250
Large scale enterprises 58 56
of which  51~100 {19) (19)
101~500 (29} {29)

501~ (10} (8)

Source: Statistical Office of Konin

(2) Sales income by sub-scctor

Looking at the salcs income statistics for the sub-sectors of the indusiry

sector, it can be secn that mining and ¢ncrgy occupy'largc proportions (scc

Table 3.3-6).

Table 3.3-6 SALES INCOMES IN INDUSTRY

1594 1996 Growlh rate (%)
Industrics mil.zl, % mil.zl. % 1994-1996

Mining 504.9 23.5%

Encrgy, gas and water 676.5 31.5% 1614.3 48.3% 36.600%

Manufacturing 965.3 45.0% 1729.8 51.7% 79.20%
Food processing 407.3 19.0% 6929 20.7% T0406%
Textile 511 2.4% 91.2 2.7% 78.50%
Garments 5.1 1.6% 52.7 1.6% 50.10%
Leather products 12.1 0.6% 18.6 0.6% 53.70%
Wooden products 174 0.8% 433 1.3% 148.80%
Non-metallic producis 76.0 3.3% 1550 4.6% 121.4(¥e
Mclal products 243.6 11.3% 3900 11.8% 61.70%%
Machiacs, equipment 108.4 5.0% 2821 8.4% 119.200%
Othess 20.3 (.9%

Total 2146.7 100.0% 33441 55.807%

Note: excluding small units up to 5 persons
figures of mining, ¢nergy, textile, metal products, machincs and others
arc estimated by the Team.

Source: Konin Voivod Office

These two sub-sectors still account for about one-half of the total sales

income of the indusiry sector, though their percentage declined during the

1994-1996 period. Nevertheless, the growth rate of the two sub-sectors is
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less than that of manufacturing. In particular, taking into account the
inflation rate during the above period, the two-ycar growth rale of 36.6%

can be regarded as negative growth. By contrast, manufacturing as a whole
has continued 1o grow. In particular, wood products and nonferrous metal
products (ceramics) are growing rapidly. With respect to value added,
manufacturing registered 93.1 million PLN. in 1996, accounting for 59.4%
of the total added value of the industry scctor. The five biggest

manufacluring sub-scctors of sales income are as follows;

1| Tood & Beverages 692.9 mil. PLN.  (20.7%)
2 Mctal-processed Products 3940 (11.8%)
3 Non-metal Producis 155.0 (4.6%)
4 Textiles & Garments 143.9 (4.3%)
5  Wooden Products 433 - (1.3%)

Position of thrce key industrics

Of the 41 mining and energy and utility enterprises that belong to the
industey sectors 38 enterprises are so-called large-scale enterpriscs having
more than 50 employees. Among them, two brown coal mining enterprises
in Turck and Kleczew, onc rock-salt mining enterprise in Klodawa, and onc
electric power enterprise in Konin, have morc than 1,000 employces each.
These four enterpriscs show a high sharc in all industrial aspects of the
provitee; ¢.g. accounting for 52.1% of the total sales amount in the whole
industry and 36.6% of the scctor's employment. For reference, in 1996 on
the list of 500 biggest enterpriscs ranked by profits, in the 54" position was
the Painow-Adamow-Konin Power Plant (ZE PAK), KWB Konin was
ranked in 103, and HUTA Aluminum 139",

At present, there are cight manufacturing enterpriscs, including HUTA
Aluminum, with more than 500 employees in Konin Province. The oultlines
of those enterprises arc shown in Table 3.3-7. All cight cnterprises except
SUN GARDEN SP Z.0.D werc former state-owned enterprises and have
been privatized since 1990.
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3.3.2 Forelgn Capital and Trade

(1) Forcign-affiliated enterpriscs

As of the end of 1996, there were 139 registered forcign-affiliated
enlerprises, including joint ventures, in Konin Province. Of them, 112
enterprises are actually in operation, Forcign capital is invested mainly in
commerce and manufacturing, and foreign-affiliated cnterprises in the ficld
of manufacturing alone number 32, Figure 3.3-1 shows investment location
of forcign capital in Poland. It can be clearly scen on the map that Konin
province has a rather small number of forcign-affiliatcd cnlerprises as
compared with neighboring provinces such as Poznan and Lodz.

Figure 3.3-1 DISTRIBUTION OF FOREIGN CAPITAL ENTERPRISES
{as of June, 1995)
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(2)

The biggest foreign investment that has been made so far is by Metra
Corporation of Finland. A group company of Mctra Corporation, namely
“Sanitee,” bought a former statc-owned cntcrbrisc& the $5 million in 1993,
and since then, it has made additional investments amounting to more than
$5 million. The Enterprise that is now in operation in Kole is 98% forcign
capilal. Other major forcign-affiiinted enterprises include SUN GARDERN,
which sclls gardening tools and cquipment, and Woodmicr, which
manufaciures woodworking machines. All of the 32 foreign cnterpriscs
combincd employ not more than about 2,500 tocal persans, or about 1% of
all manufacturing workers. Howcever, they account for 4.7% of sales
valume and 29.3% of export’s in the manufacturing sector.

Numbers of forcign-affiliatcd coterprises in Konin have increascd as
follows:

before 1989 4

1990 1
1991 24
1992 40
1993 53
1994 84
1995 121
1996 139

As of 1989, four foreign-affiliated cnlerprises existed and were all joint
ventures formed with Polish capital, The Office of the Konin Governor has
prepared and  providied some promotional pamphlets to  poteatial
investors inside and outside the country since 1992. Since then, the number
of investments has been increasing. So far, investment promotional activity
by the Office of the Konin Governor is mainly preparation of these

materials under cooperation with local gminas and major enterprises.

Trends of imports and exporis

Forcign trade for the province has shown a tendency to rise only slightly
with some trade surplus in recent years. The major groups of cxported
commoditics were goods of light industry, such as textiles, and
metallurgical goods, such as  processed metals for construction and
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aluminum, The European Union remains Konin’s major trading partner
much as does all of Poland, while trade with the former COMECON has
been decreasing. _

Table 3.3-8 shows Konin's major foreign trade partners by area in 1996.
78.6% (382 million PLN.) of the total export amount of 485 million PLN.
was dirceted to the EU, especially cxport to Germany, amounting to 56.1%.
Export to the former COMECON amounted to 19.2% (93 million PLN.)}, of
which Russia shared 8.7%. Importing, on the other hand, shows the same
trends as exporting, Gcrmanj dominated 44.2% of total import 398 million
PLN. Germany is Poland’s largest trading pariner, with shares of export and
import in 1995 at 38.3% and 26.6% respectively. For Konin province,
however, Germany holds a stronger and more important posilion in foreign
trade (56.1% of cxports and 44.2% of imports in 1996).

Table 3.3-8 FOREIGN TRADE PARTNERS OF KONIN tN 1996

mil.zl. milUsy %

Export 485.2 181.0 100.0%
Developed countries 389.8 145.6 80.3%
of which, EU countrics 3815 142.5 78.6%
Former COMECONcountrics 93.2 347 19.2%
Other developing countrics 2.2 08 0.5%
Import 3917 145.2 160.0%
Developed countrics 3519 1312 88.5%
of which, LU countries 2087 1114 75.1%
Former COMECON 20.2 1.8 1.3%
Other developing countrics 16.6 6.2 4.2%

Source: Statistics Office in Konin

Table 3.3-9 shows major export and import producits of Konin. The goods
of tight industry have the largest sharcs in both export and import. This is
mainly duc to textile industry imported matcrials such as yarn or textiles
which are then exported as garments as final products. Figure 3.3-2 shows
export and import ratios by commoditics groups.
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Figure 3.3-2 EXPORT & IMPORT BY PRODUCTS GROUP, KONIN {1996)
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3.3.3 Mineral Resources for Industry Usage
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Several mineral resources of industrial significance can be found all over the

province. The most important and exploited ones are brown coal and rocksait.

The brown coal and rock salt from the province have a 28% and 82% share in

the total production of Poland, respectively. Large amounts of other mincral

resources can be found as well. Table 3.3-10 shows deposits of major mincral

resources used for the indusiry and construclion sector or having some potential

for usc.
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Table 3.3-10 Deposits of Natural Resources in the Province (1995}

{Unit: thousand lbn)

Miocral Resources  [INo, of Geological Resources *1 Irdlustzial Output*2

Deposits (R) () 7 toial JResources {(Ycarly)
Brown coal 22 3897137 223,164 612,877 264,019 18,375
Rock salt 3 11,921,157 1 11,921,158 165,634 658
Stones 1 7,700 0 7,700 0 0
Naiural Aggrepates 67 78,623 17,493 96,116 33,576 661
Molding sand . 1 14,154 0 14,154 0 0
Quarlz sand (1) 1 2,091 2,748 4,839 Q 0
Quarlz sand (11) 1 2,449 0 2,449 0 0
Loam (1) 9 3,880 0 3,880 0 0
Loam (1} 1 o 3,338 3,338 0 0

Note: *1 (R) means deposits with detaited identification.
(P) mcans deposits with incomplete identification
*2 Output figure shows only confismed amount,

Source: "Mincral Resourees and Underground Water in Poland”
Nalional Geological Institute

(1) Brown coal and rock salt

Brown coal is mainly in usc for power gencration as fucl, and only a small
guantity is allocated for other purposes; ¢.g. as a malerial for brown coal
briguettes and fertilizer. Production of fertilizer from brown coal is still in
the trial stage, while briquettes have been preduced by the Briquetic
production unit of KWB KONIN for ncarly 50 years. In recent years, 2% of
the total production of brown coal has been used for briquette production,
but this volume has been decrcasing due to a market slump.

Rock salt is produced in the Klodawa salt mine in the eastern pacl of the
province. The state-owned enterpriss KOPALNIA SOLI “KLODAWA”
was established in 1949 and has been manufacturing several scale-grades of
salt. Geological resounrces of rock salt in Klodawa are estimated at 11,921
million tons, out of which 165 million tons arc applicable in mine usc for
industrial purposes al presemt. On the average, 650 thousand ton per year
have been produced in the 1990's. There are three main mines and mining is
carred out by the means of conventional mining method, which enables
then to maintain the natural qualitics of salt. Final products contain 97.5%
of pure NaCl on the avcrége from these mincs.

Twenty percent of the rock-salt dcposils in Klodawa have been consumed
so far and are expected to suffice until the year 2050. The mine salt is
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(3)

applicable for food processing, chemical induStry,' livestock farming, walcr-
softening process, and so on. Since 1990, KOPALNIA SOLI KLODAWA
has been hmnufactﬁring magnesium potassium fertilizer for meadows and
pastures on the basis of natural kieserite carnallite, A transition in
production of brown coal and rock-salt is as follows:

1990 1995 1996

Brown coal (thous.1.) 17,2445 18375.2 18,2403
Brown coal briquette  (thoust.) 1220 1003 N6
Rock salt (thous.t.) 5520 691.5 791.2

Mincral resovrces for making construclion materials

‘The remaining mincral resourees, apart from brown coal and rock salt, are
mainly used for making construction matcerials. In particular, natural
aggregales (ballast) and sand are commonly used in the local construction
sector, There arc 67 pits of natural aggregales with the total deposits
estimated at around 96 million tons. Out of this, 70 thousand tons are
produced annuvally from 23 pits. Quart sands ar¢ used for production of
concrete and bricks and other construction materials and for molding as
well. There is an estimated 4.8 million tons for concrete and bricks, 2.4
million tons for other construction materials, and 1.4 million tons for
molding, respectively. However, actual oulpul of quarl sands is not well
grasped at the statistics office.

Other mineral resources

There arc two kind of loams: onc is a y&low-brown loam from rather
shallow ground and the other is a white loam which is mincd from just the
upper layer of a brown coal deposit. The former is dépdsitéd at about 3.3
million tons and mainly used for 1ighl' aggregates production. The latter is
also deposited at about 3.8 million tons and used for structural ceramics
such as brick. HONORATSUKA Spolka z.0.0 has been producing several
kinds of bricks from these loams since 1989. Production technologics were
self-developed  and there is an | expansion ‘plan for production after
recovery from a sales slump.

33-14



These mincral resources including quart sands, pase are no question in
terms of supply; however, these minerals contain some impuritics such as
brown coal chips, large diameters of sandgrains, iron, etc. Thercfore, these
mincrals must have impuritics removed before use by manufacturing
enterprises. As far as mincral water is concerned, resources have been
found in six communes with a total of 36,227.1 m3/hr as of the end of 1995,
but they have not been tapped so far.

33-15



Tabte 3.3-1

NO. OF ENTERPRISES BY DISTRICT

- Manufacturing =~ - z|m
TP EE R EEFRIEL 923
s l§ 38 5333 g |RIY
FIGRELRE TR RGeS 3
FPE R B RERLE B ¢
Ne. Gminas ~ s g §- §- fg__ g_ a8 3 % K é 5 § g)
E B RE R P18 a8 g @
= " B 1° a s |3 §
Q a 3 3
g TP
B . . o
Konin Total 2251 ) 36%] 418] 48] 318| 69 8| 67) 224| 276 107} 139| 10| 208| 22| 13
__ |Urban communes 1023[ 112( 2467 25] 81} 52} 3| 35( 65| 144] 43| 94; 7| 116} 68} 10
1{Konin 467 38| 118] 11| 28| 28% 1| 18] 31| 80| 23| 48| 21 42 5t 5
2|Kolo 887 31( 40| 7| 18] 11| - 20 19y 9: 19) 3 12 2
3|Shpca 155 18} 31| 3| 18 4| - 8 51 281 4 7 iy 30 2
4[Turek 2131 25| 59 4! 17] . 8 2] 9 12; 117 71.20; 1] 32 1 1
_|Yrban-rural communes | SB1Y 74| 130 147 531 23; 2| 17| 34| 64| 20| 48[ 5| 14f 5| 3
5{Dabie 21 4 3] t 5 1} -, - 4 H 1] - 1 -
8| Dobra 31 145 8] 1 4 -~ - 1 4 3 1 i - -
7|Qolina 43 7 3 i 4| 2| - 1 9 5 51 2| - 4
BlKleczew 44 8l 3} 2 6, 2 - - 15 3 { 1 - 3 1
giklodawa 451 11 5t - s =~ - 2 Il § 5 4 - 1 2 1
10{Przedscz 18 3 5| 2 2T - 1 1y - 2 1l - - }
H{Pyzdry 34| i3 N - 18 - 2 5 3 1 2 - 1
12]Rychwat 23 3 2y - -1 - i 4, 3 t 21 - 2
131Sompoine 28 8 il 1 5] 21 - - 3 5 - 21 - -
14|Slasin 43 8 5| - "o~ - 3t 8| 81 - 1 - 4
15| Tuliszkow 3af 12| 8 - 9 -1 -1 - 2, 2 1 2 - - 1 1
16{Uniajow 537 10| 18l 3 g tl - { 5 i 3o - i
17 | Witkowo o130 17 2y 121 41 - 1] i 8] 5| 8] - 4 1 i
13| Zagorow 45 g § ¢ 8f -1 - - 8 1 2 21 - 2
|Rural communes | €67| 127] 82| 7| 138] 5| 4| 19| 83| 76| 81 18] 3| 69| 11| 4
18]Babiak i8 3 4 1 31 - - - 3 2 - 11 - i
20|Brudzow 32| 13 4 - o~ - - 3 1 - 2] - 2
21|Chodow 5 1 1] - 21 -1 - - - il - - - -
22|Grabow 7 1 11 - i - - 4 - - - - -
231Groddies 12 5 - - 3 -1 - - i 3 - - - -
24[Grasgorzew 18 T - - 5 -1 - 2 f 1 1l - - 1
25|Kaweozyn 21 3 8] - 51 ~ - 2 4! - 1 - - -
26|Kazimierz Biskupi 35 5] 4} - H -t - 2 4 & 1 - - 6 2
2 Kolo 22 4 21 - -1 - - 2 i 5 21 2 | 3
28|Koscislec 19 1 3 - gl - 1} - 4| - 2l - - 2
29| Kramek 2?2 2 1 - gl - - 2 4 - 3 - 1 i
30{krzymow 27 5 1) - 4 - - 6 3 2 2 i 2 i
31{Lladek 18 3| 4 L § 4 - - - 3 1
321Malanow 31 ¢ 2 - 6 - - a 2 - Iy - 2
33|Olszowka ip - - - 1 ~t - - - - - - - -
3410¢rchowo 20 4 1 - 5 - 1| - 1 3 3 - - 2 1
35j0siek Maly 18 2! - -1 1w -1 -1 - 3F 2 1y - - -
38|0strowite 21 1 2t -~ 44 -1 - - 2 1 Al - - 7
37| Powidz 17 3 i 2 & -1 - - - 6] - - - i
3B8{Przykona 20 3 4] 1 2 -] - 2 6l - 1| - |
39|Rzgow il 2] - - 3 -] - i il - 1y - - 3 i
40|Skulsk 21 3 - - 9l 1 - - 3 i 1 1l - 2 i i
41|Slupca 33 6 1} - 6 -1 - 1 1 6 4 -1 - 8
421Stars Miasto 50 4 51 - 8f 2| - 3 1 g 4 1] - 7
431Strzalkowo 521 11 gl ) 11} - 1 § 2] 3| 4 1 - 9 i
44|Swinice Warckia 21 8| 10, - 2 - - 1| - 1 - - 1 L]
45| Turek 37 g & - o~ - - 8 4 1 2 - 1
481 Wiarzbinek 8 2 21 1 17 21 - - - - - - - - i
47iWilozyn 13 4 - - ti - 11 - 3 ] 2 - § 2
48 Wladyalawow 314 8] 8] - 5 =~ ~| = 50 8] 2 - | - 4

Source : KONIN Voived Office
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Table 3.3-4 MFG ENTERPRISES CLASSIFIED BY DISTRICT & EMPLOYMENT

No. Gminas No. of Mfg| Total | 1~56 | 6~50 | SMEsX [51~100[101~500 500~
Konin Total 2251 100% 1944 251 97.5% 19 20 8
_|Urban communes | 1023|  454% ___862) 118 959% 11|  24f 7
1|Konin 467 20.7% 398 53 96.6% 5 8 3
2|Kolo 188 8.4% 162 28 95.71% | 5 2
3|Slupca 155 6.9% 136 15 97.4% | 2 1
#Turek 213 9.5% 176 23 93 4% 4 9 1
_|Urban-rural communes | 561} 249% = 492} 58 980%| 8 = 3 0
5|Dahie 21 0.9% 21 0 100% 0 0 Q
6l Dobra 37 1.6% 31 6 100% g 0 0
N Golina 43 1.9% 35 4 97.7% 1 0 G
8iKlegzew 44 2.0% -4 2 97.7% 0 1 0
9iKlodawa 45 2.0% 38 7 100% ¢ 0 0
10iPrzedecz i8 0.8% 15 3 100% 0 0 4]
11|Pyzdry 54 2.4% 48 4 96.3% 1 1 0
12|Rychwal 23 1.0% 21 2 100% 0 0 0
13{Sompolno 28 1.2% 21 7 100% 0 0 0
14{Slasin 43 1.5% 38 4 97.7% 1 4] 0
15§ Tuliszkow 36 1.6% 34 1 97.2% 0 ! 0
i8{Uniejow 53 2.4% 49 3 93.1% } 0 0
17| Witkowo 70 3.1% 60 ) 95.71% 4 0 0
18| Zagorow 45 2.0% 31 8 100% 0 0 0
_|Ruralcommunes | 667| 296% _ 590| 74| 996% = O 2 1
19]Babiak 18 0.8% 14 4 100% 0 0 0
201Brudzew 32 1.4% 28 4 100% 0 0 0
21{Chodow 5 0.2% 5 0 100% 0 0 0
22|Grabow 7 0.3% 7 0 100% 0 0 0
23|Grodziec 12 0.5% 8 4 100% 0 0 0
24{Grzegorzew 18 0.8% 15 3 100% 0 0 0
25|Kaweczyn 21 0.9% 18 2 100% 0 0 0
26{Kazimierz Biskupi 35 1.6% 30 4 97.1% 0 { 0
27iKolo 22 1.0% 20 2 100% 0 0 0
28|Koscielec 19 0.8% 1] 1 100% 0 0 0
28|Kramsk 22 1.0% 20 2 100% 0 0 0
30 krzymow 27 1.2% 24 3 100% 1] 0 0
31|Ladek 18 . 0.8% 15 3 100% 0 0 0
32{Matanow 31 1.4% 25 5 96.8% 0 0 1
33i0lszowka 1 0.0% { 0 100% 0 0 0
34|0rchowo 20 09% 19 i 100% 0 1] Q
35|0siek Maly 18 0.8% 17 1 100% 0 0 0
36]Ostrowite 21 0.9% 18 5 100% 0 0 g
37|Powidz 17 0.8% i5 2 100% 0 0 0
381Przykona 20 0.9% 18 2 100% 0 0 0
39|Rzgow 1A 0.5% 10 I 100% Q 0 0
40| Shkulsk 21 0.9% 18 3 100% 0 0 0
41|Stupca 33 1.5% 32 i 100% 0 0 0
42|Stare Miasto 50 22% 43 7 100% 0 Q 0
43{Strzalkowo 52 2.3% 47 4 g8.1% 0 1 0
44iSwinice Warckie 21 0.9% 19 2 100% 0 0 0
45| Turek 317 1.6% 35 2 100% 0 0 0
46|Wierzbinek 8 0.4% 6 2 100% 0 0 ¢
47|Wilczyn _ 13 0.6% 10 3 100% 0 0 O
481 Wladyalawow 37 1.6% 36 1 0 0 0

100%

Source : RDA Konin
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Table 3.3-9 EXPORT & IMPORT BY MAJOR PRODUCTS OF KONIN (1996)

3.3-19

Export Import
Specification Ain thous, | in thous, | in thous. | in thous.

: of z1. of USD of 21, of USD
TOTAL 483515281 181028 | 3977384 | 148206
FUEL & ENERGY 102674 3825 5892, 2182
brown coal 4132 155 - -
brown coal - brigucties 9837,1 3664 - -
kerosene products and synihictic liquid fuel 16,1 6 1817,2 674
other fuel (without wood) & its processing products 1,0 0 4075,5 1508
METALLURGICAL INDUSTRY ( of which: ) S4575,6 | 20503 } 20668,6 7698
meiallurgical raw material 9382 360 - -
semi - finished products from casting 1,0 0 2238,2 815
hot relled sheet, coated shect, other metallurgical goods | 130,4 50 7279,2 2710
stecl piges 9536 338 22719.6 855
cold rolled sheet, coated sheet, other metallurgical 508,1 196 2117,5 | 784
secondary raw malerials of non - iron metals 35,9 13 100,1 36
primary raw materials for metaliurgy of non - iron - - 1013 39
metallurgical producls of non - iron metals 8696,2 3284 23774 903
rolling products from non - iron metals and their alloys _
(without metal leaf) - 36794,2 13831 1937,2 723
extrusion and drawing producls from non - iron 2,1 1 1412,9 526
other products of non - iron metals industry 65159 2410 7197 265
ELECTRO - MACHINE INDUSTRY {of which:) 746429 | 27633 | 901406 33866
foundry products (together mth fitlings) 25793 961 5429,1 1996
metal constructions 327250 | 12074 470,9 173
tools - 5541,7 2049 58746 2182
industrial metal produc(s 22459 836 6863,6 2530
energy machines and equipment 30729 1107 842,6 311
metallurgical & foundry machines & equipment 68,5 24 9216,5 3492
machine tools, machines & equipment for metalworking | 21511 %6 3412,7 1308
machines & equipment for light industry 33,1 13 4851.9 1887
machines & equipment for food industey 17209 645 s801,3 | 2160
machines & equipment for other branches of industry 122388 | 4545 3851,8 1482
machines & equipment for construction works 4129 163 44586 1695
machines & equipment for forest industry 1808,1 680 33487 1248
hoist - transport machincs & equipment - $95,6 326 10896 404
other machines & equipment for general use 7323 270 188588 7061
equipment for aulematic control & stecring 2246,8 834 4106,1 1533
molor transport means 1857,6 694 3336,4 1298
electromagnetic machines & equipment 2414,2 908 964,1 373
| electrotechnical products separatly niot mentioned 643,3 238 21390 786




CHEMICAL INDUSTRY (of which; )

10569

92520 8

28451,2 34459
chemical minerals 11806,1 | 4387 13,3 50
ingrganic products 13647,9 | 5078 | 9930 369
organic products 1506 - 38 50556,7 | 18827
plastic & caoutchouc 52,1 19 2488,0 920
paints & lacquer 18,2 7 18748 692
chemical products for different purposes & asbestos & : . _
caoutchouc products 37,3 i3 15323 {581
roducts of plastic 2638,7 968 251397 | 9338 -
phanmaceutical prodacts - - 4671,1 1752
rubber products 97.5 38 29633 1129
MINERAL INDUSTRY (of which: ) - 7805,4 2904 270134 9995
raw materials of mincral industry ( together with C -
sccondary - preliminary worked ) 5916 | 232 | 46674 1719
bmldmg & ceramlc materials 53 2 21302 801
technical glass 1196 46 - 59119 2186
stongware products 0,0 0 12298 455
falcuoe producls & other from ghss CEramics 6486,2 2407 11004,2 4052
WOOD & PAPERMAKING INDUS'I RY (of which:) | 48586,3 | 18151 | 10864, 4863
furniture & woodwork products 192796 |- 7162 63354 | 2363
other products of wood & wicker products 269409 | 10112 30,7 11
paper products 3350 128 37581 { 1414
LIGHT INDUSTRY {of which: ) 153886,2 | 57731 1{13055 4 '383'53
products of cotton industry 627.4 238 57433.5 | 21326
products of wool industry 522 20 113990 | 4230
products of silk industry 2521 94 140503 | 5214 -
products of decorative fabric industry 2196,7 819 32123 1183
haberdashery products 26,1 10 19902 $ 735
knitting products & hosicry producis 26728 1010 | 3145 | 115
knitied fabric 75564 2833 | 17814 | 657 -
non - woven lextile producis 26 |9 37871 1404
other textile productss 4280,8 | 1628 | 4564 -] 169
cothing & underwear of woven fabrics 49075,7 4 18336 | ‘38115 1422
other products of clothing industry 868090 | 32615 22587 | - 850
FOQOD INDUSTRY (of which :) 575488 | 21191 . ]:25887%,5 9505
products of meat industry 30491 4 11298 | 224373 8229
products of egg & poultry industry 236754 | 8654 7352 273
confectionery products (lasting ) 17913 646 - -
products of food concentrate industry 6,3 2 14295 530
GOODBS FROM OTHER BRANCHES OF lNDUST. 262134 | 9881 16277,9 | 6102
roducts of animal utilization - |- 24761 914
rinting products 10712,3 | 3998 | 1418t 525
abrasive machings & tools 4521,5 1679 41236 1537
industrial products separatly not mentioned 10610 4065 81455 3084
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3.4 Current Situation of Small and Medium-Scale Enterprises

3.4.1

SMEs in the Industry of Konin

The Polish cconomy was dominated by medium and large scale statc-owned
cnterprises before launching the transition process. Private enterpriscs played a
marginal role. The situation, however, has been changing since the Law on
Economic Activity was passed by Polish parliament in 1988 and since the
restrecluring process in industry was launched at the beginning of 1990. Since
then, the Polish cconomy has been undergoing struciural ownership changes

reflected by dynamic increases in the privale sector.

This similarly happened in Konin Province. A different sort of change took place
in the provincial ownership structure. It consisted chicfly of sciting up new
privately owned businesses, but also of transformation and privatization in the
state-owned enterprises. The data on SMEs are presented in Chapter 3.3, which
shows that 97.5% of the total cconomic units in the industty sector are small and
medium-scale enlerprises by definition of the. Central Statistical Office. If it
applies the definition of the EU by which such eaterprises employ less than 250
people, that share would be 99%, with most of it in the private sector. SMIis have

an overwhelming majorily in the province in terms of number of enterprises.

The presence of brown coal mining, electricily and aluminum cnterprises in the
industry secior of Konin is undoubtedly high but SMEs accounted for 60% of
employment and 65% of  total sales in the manufaciuring scctor, respectively. So
it can be said that SMEs arc playing a significant role in the industrial structure in
Konin.

3.4.2 Ownership and Development History of SMEs

{1} Development of SMEs

SMEs in Konin are classified into three types according to the period of

establishment:
(a) Beforc 1988: There were small-scale private enterprises which had less

than 5 cmployees, and medivm-scale state-owned enterprises that were
established and operaling.

3.4-1



(b) After 1989: Newly cstablished small and medium-scale private
entcrprises afler the Yconomic Activity Law carricd into cffcet,

{¢) After 1992: Newly established or leased SMEs afler stalc-owned
enterprises were sold or formed a parl of cquity.*3

According to an analysis by RDA Kanin, 30 to 35% of the presently registered
SMEs were established before 1988', 50% were newly established since 1989,
and those remaining were established only after 1992, Therefore, the vast

majority of SMEs in Konin arc new and are private cnterpriscs.

(2) Characteristics of owners of SMEs

‘Table 3.4-1 shows an outline of manufacturing caterprises compiled from
intervicws by the Study Feam (enterprises of key industrics are excluded from
the table). Ten manufact\iring small and medium-scale enterprises arc
included. According to this interview survey of SMEs, business attitudes or

carcers of SME owners in Konin are characterized by the following points.

Most ownets started their business after 1989, and it was the first expericnce
for them to manage an cnterprise. They had various experiences at state-
owned epterprises before they gave up their former jobs during the teansition
period of privatization. They started the new business based on the business
idea of cither their former place of cmployment or other state-owned
enterpriscs, Finally, they started the business with their own capital or a loan
from family and fricnds without interest, rather than a loan from a bank. But
they did not tike to take over facilitics and workers even if that was a given
condition for them in some cases. This is a typical carcer pat.leru of SME

owners in Konin,

Under the present business circumstances, the most scrious problems for
SMEs can be summarized as three items: tax rale and declaration pfocedurc,
capital raising, and market development. Conccniing the tax rate and
declaration procedure, owners of SMEs feel the tax rate comparatively high at
40% corporate  tax on net profit and 48.2% social scchrily cost, because

these are same rates for large-scale enterpriscs and the proceduse is very

3 Smatl and medivm-scale state-owned enterprises have been privatized on the so called “closing down path”.
According to Art. 19 of the Law on State-Owned Enkerprises, the enterprises may be clesed down under certain
conditions. (Source; OECD Report 1996 on Poland)



complicated. Capital raising and market development are also common
problems in medium and large-scale caterpriscs; however, SMEs have few

information sources to improve their sitvation. That is a real problem for them.

Anothier obstacle to further development of SMEs is the accounting system. In
~ case of sales volumes to less than 400,000ECU {about 1.6 million PLN.) a
- year, the enterprises can use a sinlxplificd accounting procedure. At mor¢ than
400,000ECU, however, the accounting system becomes a more complicated
matter, and owners and enterprises have to pay more taxes in most cases. They
also need staffs who have expert knowlcilgc. This system itsclf is not in
question, but it is clear that some of the SMEs owners tend to lose their
motivation to expand business under this system. There is also a tendency for
most of owners who cmploy around 30 to 50 persons hesitate to expand their
business because of a Jack of experienced and capable persons to who can be

entrustecd with business management.
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3.5 Current Status of Privatization and Corporate Management

The process of privatization, or transformation of ownership, in Poland is an
intcgral clement of transformation of the cconomy. The privatization process
dynamically influcnces the whole of cconomic growth by stimulating
cffectivencess, flexibility and innovation in corporatc management, as well as by
creating favorable conditions for increasing competitivencss of enterprises.  In
this section, the current situation of overall privatization in Poland as well as in
Konin Province is reviewed first, and the situation of corporate management in
Konin Province is then analyzed,

3.5.1 Present Situation of Privatization

(1) Progress of privatization in Poland

The realization process of privatization has been conducted in a way that
has gradually transferred ownership and employment from the public sector
to the private. Through this process, a capilal market was created, and
forcign capital invesiment has increased.  In addition to that, the country's

cconomic basis for integration with the rest of Europe is being created.

The result of progressing privatization is a systemaltic incrcase in the share
of the private sector in the Polish economy. GDP share of the public
sector dececased from 50.7% in 1992 1o 36.3% in 1995, while that of the
privale sector increased from 45.2% in 1992 to almost half of GDP in 1995
(Sce Figure 3.5-1).

¥ The basis of caleulation has been changed in 1994 from producer prices 1o basic prices.  However, the trend of
increasing presence of the private sccior as its share in GDP is indicated in Figure 3.3-1.
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Figure 3.5-1 GDP SHARE OF PUBLIC AND PRIVATE SECTORS %

60.0
50.0
40.0
30.0
20.0
10.0

0.0

Percent (%)

192’_.'1993 19047 1994h 1495
OPublic Sector  50.7 143 42,5 39,9  36.3
A Private Sector  45.2 17.9 464 1a.h 19.9

19%4a Producers Prises, consistent with the data in the previous years
1994b: Basic Prices, consistent with the data in 1995,
Source: GUS, Maly Rocznik Statystyczny 1997,

The share of workers engaged in the private scctor steadily increased from @
45.1% in 1990 to 64.1% in 1996 (Sce Figure 3.5-2).

Figure 3.5-2 WORKERS ENGAGED IN PUBLIC AND PRIVATE SECTORS

80
E 60
£ 40
o
& 20
0 “990 1991 1992 1993 1991 1995 1996
O11ublic Sector 91,9 49.8 D432 106 38.1 339

B rivate Seclor 45.1  50.2 537 56.8 594 61.9 61.1

Data based on znnual averzge.
Source: GUS, Maly Rocznik Statystyczny 1937,

The share of the private scctor in total investment outlays increased to @
44.2% in 1995 from 40.8% in 1991 (See Figure 3.3-3).
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Figure 3.5-3 INVESTMENT OUTLAYS BY PUBLIC AND PRIVATE SECTO.RS AT

CURRENT PRICES
80
2 60
g 10
2
a 20
0 — —

1990 1991 1092 1993
OPoblic Scetor  58.7 59.2 56  57.1 56

BPrivate Scctor 41.3  10.8 44 42.9 44

Scource: GUS, Maly Rocznik Statystyczay 1997,
With regard (o sold production in the indusiry sector, the private sector is

growing faster than the public scetor. The private sector exceeded the
public sector in 1996 (Sce Figure 3.5-4).

Figure 3.5-4 CURRENT SOLD PRODUCTION IN INDUSTRY

200,000

o 150,000
£ 100,000 |
3 |

50,000 Iﬁ

9 1993 1994 1995a  1995b 1096
O Public Sector 85,230 111,776 110,182 129,886 139,276
BPrivate Scctor 45,073 72,629 - 115,444 114,517 149,375

19552 Producers Prices, consistent with the data in the pravicus years.
1985h: Basic Pricas, consistent with ths data in 1995,
Source: GUS, Maly Rocznik Statystyczny 1887,

The number of workers engaged in the private sector in industry also
exceeded that of the public sector in 1996 (Sce Figure 3.5-5).



Figure 3.5-5 WORKERS ENGAGED IN INDUSTRY

2500.0
3 2000.0
5 1500.0
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2 1000.0
< 500.0
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| 1993 1991 1995 1996
CIPublic Sector 22196 20519 1892.0  1749.6
B Private Sector  1421.7 - 1585.6  1861.9  2004.1

Data based on annual average.
Seurce: GUS, Maly Rocznik Stalystyczny 1997,

(2) Methods of privatization

A vital feature of the Polish privatization scheme is the variety of methods
used, which increases the flexibility of the privatization program. The
varicty also cnables individual enterprises 1o adjust to the privatization
procedure.  The determinants of the privatization method for each
individual enterprise are:

]

the enterprise's scale,
{inancial as well as market situvation,

connection with agricultural activity, and

e o

cconomic importance.

However, analysis of the privatization of enterprises connected with
agriculiural activitics is eliminated because of the focus of this section.

The following legal acts are the bascs of privalizaii.on and define the rules
of conduct:
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b.

the act on state-owned enterprises from Sept. 25 1981 (Book of Acts
(BA) from 1991, No. 18, item 80),

the act on the privatization of state-owned enterprises [rom July 13,
1990 (BA from 1990, No. 51, item 298 and from 1991, No. 60, item
253},

the act on ownership  transformations in sclecled  state-owned
cnterprises with special importance for the national cconomy from Feb.
3, 1993 (BA from £993, No. 16, itcm 69},

the act on national investment funds and their privatization from April
30, 1993 (BA from 1993, No. 44, item 202),

the act on managing agricultural real cstate of the State Treasury from
Oct. 19, 1991 (BA from 1991, No. 107, item 4064).

On the basis of the above-mentioned legal acts, there are 3 major ways of

dealing with slatc-owned enterpriscs:

a.

transformation of a statc-owned cnterprise into a solc-shareholder
company of the State Treasury for the purposc of cither individual
privatization, contribution of its stocks/sharcs to NIFs or restructuring,
liquidation of a state-owncd cnterprise cither for the purpose of dircel
privatization or because of cconomic reasons,

tiquidation of a slatc-owncd enterprise in the agricultural sector and
inclusion of its property in the Rescrve of Agricultural Property of the
State Treasury after liquidation. (The third way is not discussed in
this scction.) (Sce Figure 3.5-0)
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Figure 3.5-6 THREE MAJOR WAYS OF DEALING WITH STATE-OWNED

ENTERPRISES
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Source: GUS, Privatization of State Enterpriscs as of December 31, 1996, Warsaw 1997,

1) Commercialization of state-owned enterpriscs

Non-agricultural large enterpriscs, in terms of number of ecmployecs as well
as properly holding, with good cconomic conditions, arc transformed into
solc-sharcholder companies of the State Treasury (SSCs), for the purposc of
capital privatization (Sce Figure 3.5-7).

Comuncrcialization of an caterprisc goes into the transition stage, after
which it follows either the sale of stocks/shares (individual privatization),
or the contribution of stock to NiFs for the purpose of privatization (public
privatization). Enterprises with special importance for the stale economy
arc the subject of restrucluring and may be privatized individually under
specific conditions determined by the Board of Ministers.




Figure 3.5-7 COMMERCIALIZATION AND CAPITAL PRIVATIZATION
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2} Capital privatization

The process of capital privatization comes after commercialization. In a
broad sense, capital privatization includes individual privatization and
public privatization.

Individual privatization means the sale of stocks/sharcs of SSCs, which
may bc done by means of public offer or by inviling potential strategic
investors for negotiations.

The objective of the NIF Scheme (Public Privatization) is a quick and

mass privatization of statc-owned enterprises and social enfranchisement
(giving the society the possibilily of obtaining parl of national property).
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512 firms taking patt in the NIF Scheme aze large cntitics, of which 78%
conducts production activities (producing mainly food and beverages as
well as machinery and equipment) and 15% conducts building activitics.
Almost 70% of them arc units cmploying from 200 to 1000 pcople.

Privatization by liquidation

The method of quuidzilion depends on cach enterprise’s cconomie situation,
There are two liquidation pracedures:

a. liquidation undér atticle 37 of the act on privalization of state-owncd
cnterprises - that means direct privatization; and

b. liquidation under article 19 of the act on state-owned enterprises.

Direct privatization means sclling a state enterprise or making it fully or
partially available to (domestic or foreign) private entities (See Figure 3.5-
8). Dircct privatization is prepared by founding units such as ministers
and  voivods. On the grounds of the Ministry of Ownership
Transformations' acceptance, an enlerprise can be liquidated in order to:

a. besold as awholc or in i);irls (salc);

b. be contributed as a whale or in parts to the cquity of a joint stock
company {joint venture); and

c. be leased, for a specified period of time, to a joint stock company
established by employees of the liguidated enterprise (lc.asing').

Liguidation under arlicle 19 of the act on stalc-owned enterprises is a
procedure used for enlerprises in poor economic condition. 1t is aimed al
an cnterprise’s shutdown - both as a legal enlity and an organized properly
unit, after satisfying the creditors and cnsuring credibility.  Such
liquidation is not a privatization in a strict sense, but is only indirectly

connected with privatization by transferring part of a liquidated property
to the private scctor.



Figure 3.5-8 PRIVATIZAT!ON BY LIQUIDATION
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(3) Present situation of privatization in Konin Province

In general, the present situation of privatization in Konin Province can be
analyzed by using the same {ramework used in the above sections.
However, there are several issues to be noted with regard to the role of the
office of the Konin governor within the privatization process.

First, wilh regard to managing the privatization process of stalc-owned
cnlérpriscs, theie is a demarcation between the central ministrics and the
office of the Konin governor. I is a demarcation about the nature of the
state-owned entcrpriscs to be supervised.  The State Treasury supervises
6nly the enterpriscs with national importance and/or of large scale, The
Office of the Konin governor supervises the rest of the state-owned
enterprises.  Second, the office of the Konin governor is responsible only
for the process up to the signing of agreement on either direct privatizalion
or liquidalibn. In the cases of direct privatization and liquidation, the
office of the Konin governor preparcs the document required for cach
procceding.  Afier the signing of an agrecment between the office of the
Konin governor and an invesior, the Statc Treasury takes over the
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rcspoﬁsibilily for privatizing the cnlciprise concerned.  For the
commercialized cnterprises in the province, the office of the Konin
govémm gives its opinion to the State Treasury, and the State Treasury
procceds with the process. Thifdly, it is decided by the State Treasury that
all the statc-ownced cnterprises under the office of the Konin governor's
supervision have to be ¢ither privatized or liquidated.

Results of privatization in Konin Province?

The number of statc-owned enterprises engaged in the process of ownership
transformation was 38 as of the end of 1996 (See Table 3.5-1). Out of
them, 10 enterprises have ‘been transformed into SSCs for capital
privatization and 18 enterpriscs are engaged in the liquidation process,
including dircct privatization. (Out of the 38 caterprises, 10 have been
included in the Reserve of Agricujllural' Property of the State Treasury.)
There arc 15 state-owned enterprises which were ligoidated, among which
the number of enterprises directly sold, leased or contributed to the equity
of another company were respectively 4, 6 and 1 (See Table 3.5-2).

Table 3.5-1 STATE-OWNED ENTERPRISES INCLUDED IN THE PROCESS OF

OWNERSHIP TRANSFORMATION

Subpect to Iguidation
Transfom ed on the basis of. - hclided nto
nio soke- the acton the the Reserve
Specifcation] Asof: Total cﬂ;‘a;e;;ob‘ie;‘ Tolal the acton | privatization 0;‘?:;::’[:}'::?'
the S taie state owned of state the State
T reasury enlerprises ow ned T reasury
entemprises
Potand 1995 12. 31 %206 1075] 2477 1378 1098 1654
1596. 12. 34 5592 1227 21 1464 1247 1654
Konn 1995. 12, 3% ki 10 16 10 6 i0
1996, 12. 31 38 10 18 il [ 10
Polnd 1995 12. 31 100% 21%| 48% 26% 21% 32%
1996.12. 3§ 100% 22%] 48% 26% 22% 30%
Konn 1995 12. 31 100X 28%)  44%] 28% 17% 28%
1996. 12. 31 100% 26%] 47% 29% 18% 26X

Source:GUS, "Privatization of S tale Enterprises as of December 31, 1996 W arsaw, 1987,

? Results of privatization in Kosin Province include both the state-owned enterprises undes the supervision of the

State Treasury and office of the Konin governor.
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Table 3.5-2 STATE-OWNED ENTERPRISES LIQUIDATED

Enterprises in which liquidation was conducted
o exclusively by:
Specification Total contribution ol by mixed ways| Transferiing
(In numbers) the property to ) of disposing | property en
sale Lo leasing
another joint properly other grounds
Sinck company
Poland 1715 475 106 857 67 210
Konin 15 ' 4 I . 6 1 3
Poland 100% 28% 6% 50% 4% 12%
Kenin 100% 27% 7% 40% 7% 20%

Source: GUS, "Privatization of State Enterprises as of December 31, 1996," Warsaw, 1097,

There were 6 SSCs established for individual privatization and 4 for public
privatization among the 10 commercialized enterprises.  Out of the 10
SS5Cs, 3 have been capilal-privatized (Sce Table 3.5-3).

Table 3.5-3 SOLE-SHAREHOLDER COMPANIES OF STATE TREASURY AND
THEIR PRIVATIZATION

Partncsships establishod: Outof f\ h'_Ch capital
privalized:
Specification : T 7
forindividual | for pubtic | JoTFeaizationof _ | With foreign
Totad ! paivatization | privatization bank coacilistory | UIpOSE Foml capital
v P ' proceedings purpe P
Poland l}’ll§ 355 512 16: 88 183; 78
Konin 10 6! 4 0 0 a 1
Poland 100%: 47% 44 A 8% 16%: 7%
Konin 100% 0% 40°%: Gl 07% 0% 105

Source: GUS, "Privatization of State Enterprises as of December 31, 1996, Warsaw, 1997,

2) Statc-owned caterprises in process of ownership transformation in Konin
Province

- Presently, KWB Konin is the only statc-owned enterprise in Konin
Province under the supcrvision of the State Treasury. A general direction
of the State Treasury for the mining scctor is pro-privatization. However,
there are several complicated political issues wilh regard to the
privatization of the lignite mining enterprise.

There are also 21 stale-owned enterprises under the office of the Konin
governor. Among the 21 enterprises, 5 have been transformed into SSCs.
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Anolhé_r 5 enterprises are subject to direct sale and leasing.  The remaining
12 cnterprises arc subject to liguidation under the act on statc-owned
cnlcrpriécs because of poor cconomic condition.  The enterprises arc listed
in Table 3.5-4.

3.5.2 Actual Situation of Corporate Management

The actual situation of corporatc management in Konin Province was studicd
!hrough intervicws with 11 enterprises ranging from relatively large enterprises
wilh ‘morc than 1,000 employees to small cnterprises with less than 20
employees.  The three key industrics of Konin Province, which are mentioned
in the previous chapter, were excluded from the analysis of this section. The
information obtained from the questionnaire study which was conducled
separately from the intervicws was utilized where possible.  The list of the 11
enterprises is shown in Table 3.5-5.  Situations of sales and factory
management are summarized in Table 3.5-6 and Table 3.5-7.

The industrics included in the study of this section are metalworks, food
processing, textiles, furniture and clothing. The cnterpriscs can be divided
inlo groups in various ways based on cach enterprise’s background, nature of
products and so forth. Bascd on such frames, there are scveral management
issues to be noted.  Some issucs are common to all the enlerprisces, and others
are issues which are particular to a specific enterprise group.

(1) Situation derived from the background of enterprises

‘The 11 enterprises can be divided into 4 groups by their backgrounds:

a. a statc-owned enterprisc commercialized {or privatized through
commercialization process);
b. part of a state-owned enterprise separated by direct sale;

c. a privale enterprise establishcd by a person who voluntarily retired a
state-owned enterprise;

d. acooperalive,
The first group, commercialized enterpriscs, includes two enterprises,

finterprise (B) and (G). Onc of their strengths is the names of the
enterpriscs. ‘They are famous in the region. Their sales are relatively large.
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The two cnterprises arc also considered to have a potential for future
growth by the fund managers of the National Investment Funds, by which

the enterpriscs are supervised and promoted in the capital market.

However, the enterprises also carry the ncgative heritage of state-owned
enterprises.  They are relatively large enterprises in terms of corporate
scale, and tend to employ unnccessarily large numbers of employees.  ‘The
average age of the employcees tends to be high, around 40 years old,  There
are many cmployces working as indirect employees. In the case of
Enterprise (B), the indirect employees number 750 among the total of 1400
employces, which means more than half of the employees arc indirect.
Such an organizational structurc pushes up the enterprise’s personnel cost.
More specifically, the department overhcad as well as the corporate
overhead costs account for almost hall of the total cost of the enteeprise.

Another point to be noted is that the factorics of the enterprises in the first
group arc unnccessarily large.  In a large premise, production sections,
performing individual processes, are scattered.  Thercfore, there is
unnccessary  lransportation  of materials as well as  work-in-process
inventory.

There are also currently unutilized buildings, on such cnterprises’ premises,
which do not make profits.

The sccond group, the enterprises which were formerly paits of a state-
owncd enterprise, includes Enterprise (A) and Enterprise (E).  Enterprise
{A) was established by the employeces of the state-ownced enterprise with the
direct privatization method, buyout.  The employees of Enterprise (A) had
a strong will to manage their own caterprise in order to increase their own
income level. Enterprise (E) was bought by a peison as a family business.
He took over the liquidated asscis of a statc-owned enterprise with debt.
All the employecs of the liquidated unit were dissmisscd, and then some of
them wcre re-cmployed after the establishment of Enterprise (E).  Through
such a re-cmployment process, the enterprise could introduce its own
cmployment conditions for cach employce without the influence of the
former state enterprisc's cmploymcn( conditions.
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Because of the above-mcntioned background, cach of the two cnicrpriscs
does not have any motivational problcms with regard to the improvement
of their corporatc management.  Both  caterprises arc profitable.
Howcver, because Enterprise (A) is an enterprisc owned by the employcees
and does not have sulficient asscts, its {inancial credibility is not high.  As
a conscquence, it does not have access (o bé_nk loans for its investment.
On the other hand, Enterprise (£) is financially very hcalihy, and it has
access lo bank loans at reasonably cheap interest rates.

Enterprises (C), (D), (F), (H) and (K} constitute the third group, the
enterprises eslablished by people who voluntarily retired state-owned
enterprises:

a. FEnterprise (C) was cstablished by an ex-manager of an aluminum
cnterprise in 1985.

b. nterprise (D) was established as an installation scrvice enterprise for
houscholds by a few people in 1979,

c. Enterprisc (F) was establishcd by an ex-manager of a sall mining
caterprise in 1991,

d. Enterprise (1) was established by three people, two from Warsaw and
onc from Konin, in 1991, The president is an ex-dirccior of a state-
owncd shirt enterprise.

¢. Enterprise (K) was cstablished by the ex-managerial staff of a mining
enterprise in 1990,

All the owners of the five enterprises are entrepreneurial,  Four cnterpriscs
out of the five intend expansion of their businesses.  "the sole exception is
Enterprise (H), a shirt and blouse producer.

The third group is free from trade unions. The cmployces of the five
cnterprises arc gencrally young.  Each of the five enterprises is using some
kind of incentive system for payment in order to increase production
cfficiency.

The last group is two cooperatives, Cooperative (1) and Cooperative {(J).

Cooperative {I) was cstablished before 1980, and Cooperative (J) in 1950.
As in the case of Cooperative (3), forming cooperatives was a practice used
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in the clothing industry from the past. By forming cooperatives, people
who participated in the cooperatives were able fo buy expensive equipment
such as sewing machines in the past.  Although there are not any
significant differences between private enterprises and cooperatives in
terms of their activitics, it is difficult to change the legal status of
coopceratives into that of private enterprises.  The management board of a
cooperative often has difftculty in decision making because of the strong
power of each member (warker), when the interests among the members of
the cooperative vary.  Further, there is a morale hazard ol ignoring
supctiors’ dircctions among the workers.

Situations derived from nature of products or sales channel

There are two categorics in terms of the nature of products among the 11
cnterpriscs.  They are commodity products and costomized products,
The commodity products are generally traded through retailers and in many
cascs also through wholesalers.  Thercfore, producers arc usually not
connected directly to the ultimate customicrs.  On the other hand,
customized products arc dircclly sold to customers, bascd on an order, by
the producers.

The 11 enterprises can be divided into commodity produccrs and
customized product preducers.  Within the category of commodity
producers are Enterprise (F), Enterprisc (H) and Enterprise (I). Other

enterprises arc in the category of customized product produccrs.

After thc move to the market cconomy or the adoption of the open
cconomic policy, Poland's distribution channels collapsed and chcap
commodity producis were imported from Asia.  When distribulion
channcls collapsed, most scvercly damaged were the enterprises which
uscd. such channcls heavily.  Enterprise (H) and Enterprise (I} were
damaged severely.  They almost lost their entire domestic markets.  That
is why Enterprise (H) and Enicrprisc (1) export more than 90% of their sales.
Enterprise (F) was also in that category. However, Enterprise (F)
produced its products based on orders which were procured by the sales
partner of Entcrprise (F). In shorl, the sales partaer found wholesalers as
customers for Enterprise (F).  Therefore, Enterprise (I¥) coutd scll its
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3)

products.  (Also, Enterprise (F) was exporting fruit to Germany during
1989 and 1993.)

Among the other eight enterprises, some also suffered from poor economic
siluations. However, they started recovering sales. One of the reasons
for the rccovery was the conncction between the enterprises and their
customers.

Situations common to most of the enterpriscs

Although there are some exceplions, many enlerprises arc sharing the samc
situation to some extent.  The first one is a shortage in investment capital.
In general, bank loans are expensive, and applying for bank loans is not
casy for small cnterprises because of the requirements of application
docomenis as well as a shortage of collateral.  One exception is Enterprise
(E). It has a good access to bank loans, and its financial condition is also
very healthy.  In terms of investment, three enterprises have used capital
generated from their own corporate activitics.

Sccond, cost consciousness among the ealerprises is tow. Table 3.5-7
indircctly shows the lcvel of cost consciousness. Enterprises tend to
underestimate the significance of eliminating waste such as malerials,
manpower and time, but the impact of waste on production cost is
signilicant.  Waste can be climinatcd by illl()thClncnt activitics in
enterprises wilh the participation of employces. Nevertheless, such an
opinion was hardly heard through out the intcrviews.  In some enterprises
such as Enterprise (G), there is some discussion improvement activitics, but
workers do not participate in the discussion,

Third, information about ullimate customers and competitors is limited,
cspecially for sales through the intermediarics, In an extreme casc,
Enterprise (1) docs not know the price of its own products in the markel.

Fourth, incentives for workers are used to some extent. A s'yst'cm for
personnel management is being prepared in some enterprises.  Such
systems include rules of performance appraisal of employees and rules for
promotions as well as wage and salary increases.

3.5-16



Fifth, no enterprise mentioned its corporale philosophy when a brief
explanation was requested in the interview.

3.5.3 Opinions and Views of Employees

In addition to the interviews with the top management of the ¢leven enterprises,
the results of which were reported in the previous section 3.5.2, interviews with
employees of three cnterprises have been performed.  The purposes of the
employee interviews are: (1) to confirm the actual situation of the enterprises in
Konin Province by supplementing the study results based on the top inlerviews
and site visits with the information obtained [rom cmployces and (2) to
compare the views of directors with those of cmployces.  Although it was
preferable to have interviews with cmployees of all the above-mentioned
eleven enterprises, interviews with only three major enterprises (with more than
500 employces) in Konin Province, two of which were not included in the
cleven enterprises, were conducted by getting the conscnt of the management
of the concerned enterprises,

The industry scctors of the three enterprises are mining, metal products, and
clothing and furricry. EFach of the three companies employs more than 500
employecs. The mining company is still a state cnterprise.  The metal
processing company has alrcady been commercialized under the NIF scheme,
and the clothing company has just filed the documents for the process of

commercialization,

The numbers of intervicws held in the three companics were:

a. (he mining company: 5;

b. the metal processing company: 8; and

¢. the clothing company: 5.
Intervicwees consisted of middle managers, manval workers and managerial
staff,

Questions included four major issucs:
a. problems of the company,
b. asscssment of own work and workshop (or office),

¢. superior-subordinate-relations, and
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d. restructuring of the company.
Becausc obtaining sincere opinions and views of employees was i_mporla'm,
intervicwees were informed beforchand that the information from the
interviews was to be treated as anonymous and collective,

(1} Problems of the company

Naturally, the answers for this question varicd company by company.

a. The mining company which is a state enterprise

The interviewees' views are con_ccmra'lcd on the corporate environment
such as the government policics on the mining and energy sector,
including the policies about the sales price of brown coal and
purchasing land from farmers. They consider that the government
policy on the scctor must be clear.  One interviewee also mentions a
tess helplul attitude of workers for the company.  As a conscquence of
the unclear pblicy on the mining scctor, they anticipate that sales will
decrease and the cxcavation cost will increase because of the slow
modernization, which will result in financial difficulty and lead to

dismissal of employees.

In terms of the solution to the above problem, they do not sec any

internal solutions other than modernizing the equipment.

b. The metal processing company which was already commercialized

The intervicwees arc concerned about markeling as well as product
development activities, high production cost and internal information
flow of the company. Prablems with regard to _marketing arc lack of
original or specialized products for gelting new customers and a sales
decrease with existing customers.  Shortage in designers is another
problem related to marketing and product chclbpmem. In terms of
the internal information flow, they consider that the corporate strategy
is not clcar and the information necessary for the tasks of middie
management is not given by'lhc'lop management,  Also, there is a
need for a computer network in the company.  As a consequence of
weak marketing and insufficicnt information flow in the company, they
consider that the company’s financiat position will get WOISe.



In terms of a solution, they sce the need for improvement in markeling
and development activitics. However, there are no concrete itcas.

¢. The clothing company which has just filed the documents for
commercialization

Four ont of five interviewcees think the problem is the low salaries and
wages.  Only one interviewee mentions that product prices arc too low
and there are many absentecs with their children on Saturdays.  The
low product price also results in low salaries and wages.

In terms of the solution, they consider that improvement of efficiency is
the key. From their view, the company can increasc sales. Onc
intervicwee mentions that it is important to force employecs to accept
new changes in the company because employees tend lo think aflterward
that the changes are good for them.

(2) Assessment of own work and workshop {(or office)

In response to the question about the problems within the interviewees' own
workshops or offices, answers arc common o the three companies.
Interviewees point out problems caused by other employecs or limited
capacity of the equipment. Typical examples are shortage in workers
because of the low efficiency of old cquipment and recent subdivision of
the department, insufficient repair work on machinery because of rush jobs,

unsuitable machinery and cquipment sclected by superiors and so forth.

Regarding the interviewees' own jobs, they tend to consider they have no
p'rob‘I.c.m. Out of cighteen intcrvicxvccé, liftcen of them consider they are
very efficicent or ordinarily efficient. The other three consider they are
modcrale'ly efficient. None of them thinks he or she is incfficient.  In
terms of the qualily of their work, one person considers his or her work
performance has very high quality. Elcven assess their quality of work as
high in quality. The other six think the quality level of their work is
moderate.  However, three interviewees consider there is room for
improvement, and one sees pioblcms with his or her work.



Assessment of workshops or offices varics among the three companies. %
On this question, scven answer keys were provided to the interviewces:

convenience of work, and

a. state of organizing workshop or office,
b. physical brightncss,

¢. psychological brightness,

d. cleanliness,

c. safcty,

f.

2.

information sharing.

The interviewees of the mining company have a relatively negative image

of the workshops and officcs. Among the answers arc dark, dusty,

harmful, unorganized, mentally a little dark, and so on.  However, all of

the five interviewees reply that they know how (o imbrovc the current

condition of their workshops and offices.  Improvement mcasurcs

suggested by them are: (l) frequent training, (2) cxchange of information

and communication within the company, (3) timc management and @
organization of work, (4) right staffing, (5) layoul changes in the workshops,

{6) provision of incentives, and (7) management's promise with cmployees

about their job sccurity.

The interviewces of the mctal processing company have a relatively
positive image of the workshops and offices, but five out of the eight think
information sharing of the campany is not good. One answers that there is
a dark mood in the olfice. Six also say they know how to improve the
current condition of their workshops and offices. Improvement measures
suggested are: (1) organizing sléfﬁng in cooperation with workers from
different departments, (2) introducing rewards according to performance,

(3) training and nciworking and (4) introducing more computers and a
computer network.

The interviewees of the clothing company also have a relatively positive
image of the workshops and offices.  However, three interviewees feel an
inconvenience in their work place. Also, comments such as n_oiss', dusly, Q
dark mood and not very safe are indicated once, respectively.  Out of the

five, three answer that they know how to improve things.  One person says
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the current work peiformance is the best and thee is no room for
improvemenl.  Improvemcnt measures suggested arc: (1) introducing
template for folding shirts, (2) reducing pattern changes, (3) climinating
shortage in materiat supply, and {4) cooperation within the work teams.

Superior-subordinate-relations

A question asked regarding the third issuc, superior-subordinate-relations,
is an assessment of their superiors.  On this question, threc answer keys
arc provided:

a. reliability,

b. respectfulness, and

c. popularily.

For the rcasons of their assessniend, six answer keys are provided:

a. keeping promiscs

b. responsible

¢. cexpericaced

d. good at tcaching

¢, [air and impartial, and

f. clear in instruction,

Answers of the cighteen interviewees are as follows.  ‘Ten intervicwees
answer that their superiors are reliable, respected and favorable.  Three
intervicwees answer that their superiors are unreliable or not so reliable, not
respected and unfavorable.  The other three answer that their superiors are
reliable, not respected and unfavorable.  The remaining two answer that

they are gencrally positive but not always reliable or not respected.

Maior rcasons for the ncgative assessment about cach answer key arc as
follows.
a. Unreliable because he or she breaks promises and/or is not sufficiently

responsible.

"~ b.  Not respected because he or she is inexperienced, bad at tcaching,

irresponsible, and/or nol impartial.

¢. Unfavorable because he or she is irresponsible, not clear in instructions,
nervous, bad-tempered, bad at interpersonal communication, not warm,
unfair, impartial and so forth.
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The other question asked is what attitude of the supcrior makes
subordinates cooperative,  Answers include the following:

fricndlincss (8 interviewces mentioned this)

behavior as a partner to solve problems

good personal behavior

listening to what subordinates say

professionalism and resolutencss

reliability

consistent decision making

=al T < - A e -

knowing what 1o do and what he or she wants his or her subordinates to
do

good advice and instructions to cducate subordinates (3 intervicwees
mentioncd this})

-
h

j. indicating objcctive criteria for work performance
k. delegation of authority

I, good intcrpersonal communication (3 interviewces mentioned this)

Restructuring of the company

In terms of restructuring, Gifteen intervicwees out of cighteen consider
restructuring is necessary and acceptable with certain conditions.  Two
others consider restrucluring is unnecessary or not acceptable.  One other
is not sure about restructuring.

According to the interviewees, the necessary conditions for restructuring
arc:
a.  Restructuring process has to be a gradual process

b. Restructuring should be done by people who know the company’s
condition well.

¢ Atlcast the salary level should be maintained at the current tevel.
d. Job sccurity shoutd be assured.

¢. The corporate strategy has to be clearly formulated and indicated
before restructuring.

f.  Wages should be increased in line with efficicncy improvement.
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With regard to acceptability of overtime work, overtime work is gencrally
accepted when it is paid. - Onc person is not willing to do it because of his

or her heatth,  On the other hand, job reshuffling is accepted by only cight

intervicwees out of thirteen. Those who do not want to accept job
reshuffling tend to be old and expecting retirement soon,
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3.6 Manufacturing Enterprises Survey

3.6.1 Method of Survey

In Konin Province, there were 2,253 manufacturing enterprises registercd at the
Statistical Office of Konin as of July 23, 1997, In the questionnaire survey of
enterprises conducted as part of the Study, enterprises o which a questionnaire
was to be addressed were selected from the registered enterprises on the basis
of the type of busincss, scale of enteeprise, and ptace of business (to make the
number of cnterprises sclected from a particular gmina as proportional ta the
number of enterprises in that gmina as possiblc). Eventually, the questionnaire
was seat to a total of 356 ecnterpriscs (15.8% of all the manufacturing
enterprises registercd in Konin Province). As a rule, the questionnaires were
recovered by visiting the respondent enterprises and heasing from them about
unanswered qutslions, il any. We also note that, in Konin Province, there were
cight manufacturing enterprises each having more than 500 cmployccs as of the
date shown above. These cight entcrprises were excluded from  the
questionnaire survey. Instead, the Study Team paid a visit to them and obtained
relevant information direcily from them.

The final number of respondent enterprises was 342, with (he recovery rate
being 96%. The questionnaires that could not be recovered were mainly for: i)
enterprises which declined to respond for enterprisc reasons, i) bogus
enterpriscs, that is, enterprises which were nonexistent, though registered, and
i) small enterprises which the Study Team could not contact. The respondent
cnterprises included 32 enterprises which were classed in the category
"manufacturing industry™ for statistical purposcs but which should actually be
placed under  the catcgory "commerce” or ‘“service industry. The
qucsﬁonnaircs that were rccovered from those 32 enlerpriscs were treated
scparatc]y, lhough they were used as reference data to be reflected in the
analysis of the results of the questionnairc survey. As a result, the
questionnaires recovered from the remaining 310 enterprises (13.7% of all the
manufacturing cnterprises registered in Konin Province) were principally
analyzed.
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Analysis of Resulis of Questionnaire Survey

The questionnaite addressed to the manufacturing cnterpriscs contained 37
questions. For the contents of the questions, sce the ANNEX (Questionnaire
Survey Sheet for Enterpriscs) of the Interim Report. Of the 37 questions, the
first 25 concern basic matters. The other 12 questions that follow go into details
of business adminisiration (7 Qchlions) and human development (5 questions)
which arc among the themes of the Study. In this chapter, we shall analyze only
the results of the survey of the basic items. The resulis of survey of business

administration and human development shall be used as a reference for analysis
in cach of the related chapters.

Profilc of respondent enterprises

Table 3.6-1 shows a breakdown of the 310 manufacturing enterprises in Konin
Province by scale (number of employces) and by gmina. Small enterprises
(cmployces: S or less) number 135 (43.5%); medium-scale cnterpriscs
(cmployees: 6-50), 134 (43.2%); larger enterprises”’ employing $1-250
persons, 30 (9.7%); and siill large enlerpriscs employing 251-500 persons, 11
(3.5%). Namcly, the small and medium-scale enterprises account for 86.8% of
the 310 manufacturing enterprisces, with the lacge enterprises with 51 or more
employces accounting {or the remaining 13.2%. Of all the manufacturing
enlerprises in Konin registered at the Statistical Office of Konin, the respondent

enterprises account for 13.7% (12.3% for small and medium-scale enterprises
and 85.4% for large enlerpriscs).

By type of business, food processing accounts for the largest proportion, with
62 enterprises (20%), followed by textiles, with 58 cnterprises (18.7%), and
woodworking'?, with 42 cnterprises (13.5%). Looking at the breakdown by
business type of all the manufacturing enterprises registered in Konin Province,
food processing, textiles, and woodworking occupy 16%, 18.6%, and 14.1%,

respectively. (These may be regarded as the three major seciors of the
manufacturing industry.)

According to the definition of the Ministry of Economy,medium-scale enterprises are those which

have 6 to 250 employees. In the preseat study, however, enterprises are classified according to the
definition of the Burcau of Statistics.

Woodworking docs nol include makiog wooden lurniture, which is included in the furniture industsy.

3.6-2
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Table 3.6-1 NUMBER OF REPLIED ENTERPRISES BY GMINA & SCALE
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Table 3.6-2 NUMBER OF REPLIED ENTE.RPRISES BY GMINA & TYPE OF BUSINESS s

Metal
products’

Gminy

Food

roroie) | = processing
_ Textiles
and
Wooden
products
Concreted
products
Furniture
Rubber and
Plastics
Papers,
printing
Leathers
Machinery,
equipment
Chemicals
Transport
Equipment |-
other
total

Bablak
Brudzew
Dable
Dobra
Golina : 1 2 ] 1
Grabow :

Grodziec
Grzegorzew
Kaweczyn
Kazimierz Bisk. 1
Klgczew
Klodawa
Kolo 3 i
Konin 14 14
Kosclelee
Kramsk 2
Krzymow i
Ladek - 1 1 1
Malanow 1 1
Oiszowka i
Ostrowite 1 <1
Powlidz 1 1
Przedecz 2 1
Przykona 3 1
Pyzdry 2 2 i ' i
Rychwal 1 2 i
Rzgow

Skulsk

Slupca
Sompoino
Stare Miasto
Strzalkowo
Stesin

Swinice Warckie
Tuliszkow
Turek

Uniejow
Wierzbinek
Wilczyn
Witkowo
Wiadyslawow
Egorow

N[O IR | =
N
—

Hld|ninic|@lcnmn

-
QIm|on |5

N
Qoo | = (LONS

FY
&
o
e
—
[£+]
=1}

— T N ok | =
— [

-

™

3]

-

N

i | [ | N[ AT

amh

=B Wi N6 [ ] [

—h

L
=3
ek,
(4]
b
N
0

N
-
w—
w—
-
-k
o

—
-t
b
k.

s | | | 0 | OY
s [t |t [ |
—t
=)

—ta
o

D= P (D

-

M
S

amh

s PO |t |t |t [ RS e IO [ =h [N
0L
(5]
W
e
—
-y
[
(=]

N
—t | PN |

e

——

=3
N

total

warhy
-y,
b,
—
olwolalminle

58| 42 35| 23] 19} 15| 10 9 8 2 11  26] 31

3.6-4



Thus, the breakdown of the respondent enterprises by type of business,
including the scctors other than those shown above, nearly corresponds to that
of all the manufacturing enterprises in the province (sce Table 3.6-2).

By place of business, four urban gminas--Konin, Kole, Slupea, and Turck--cach
account for more (han 20 respondent enterprises, No responses were obtained
from three of the rural gminas. This is considered due to the fact that thosc
gminas have few enterprises and that the questionnaire was sent to only one of
the few enterprises in cach of those gminas. Barring this point, it may be said
that the Study Team could recover the questionnaires as initially cxpected in
terms of both the scale of enterprise and the place of business.

Looking at the modc of capitalization of the respondent enterpriscs, 292
cnterprises {94%) are private capilal, whereas only cight enterprises are 100%
public capital® Limited to small enterprises with live or less cmployees, all of
them are private carpilal (scc Table 3.6-3). As a matter of fact, the public-
capitalizéd enterpriscs are mostly large enterprises. In Konin Province, there
were 24 public-owned enterprises as of the cnd of 1996. Of them, only thrce
enterprises--KWB KONIN and KWB ADAMOW (brown coal mines) and KS
KLODAWA (rock salt minc)--arc 100% state-owned cnterpriscs. Among the
respondent enterprises with 250 or more employecs, there is one 100% public-

owncd enterprise. 1t is the Repair Workshop of KWB KONIN, one of the

divisions of KWB KONIN.

Table 3.6-3 STRUCTURE OF SHAREHOLDERS

Unit; No. of Enterpriscs

' public no
public privat and private}l answer total
i-5 0 134 Q 1 135
6-50 7 125 2 0 134
51 - 250 ‘ 1 25 3 1 304
251 - 500 1 8 Q 2 11
total i) 202 5 4 310

In Poland, there is some correlation between (he mode of capitalization and the
year of establishment of a enterprise. Namely, up unlil 1989, when the regime

*3

Public capital refers to all stale-managed enterprises and other enterprises with more thaa half of
" their stock held by the cenlral or local government,
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changed and the Law on Economic Aclivity was put into cflfect, large public-
owned enterprises and small private enterprises with five or less cmployces
were predominant. Since 1989, however, the cstablishmcni of small and
medium-scale private cnterprises {(includes former public-owned enterprises
which have been privatized) has grown dramatically. This is altested to by the
results of the questionnaire survey. As shown in Table 3.6-4, 71.2% of the
respondent enterprises were founded in or after 1989, Among the enterprises
with 250 or morc cmployces, there are three enterpriscs which were established
in or after 1989. Two of them were formed through acquisition of a division of
a former state-owned cnterprise.

Table 3.6-4 YEAR OF ESTABLISHMENT

Unit: No. of Enterpriscs

1-5 § - 50 51-250 | 251 -500 fotal
to 1950 8 6 2 5 21
1951-60 4 3 0 0 7
1961-70 4 3 g ] 7
1971-80 13 7 2 1 23
1581-88 B 16 5 2 31
1989 b 17 2 i 25
1930 9 15 2 0 26
1991 6 12 5 2 25
1992 9 15 3 0 27
1993 8 16 4 0 28
1994 12 8 0 a 20
1995 12 6 2 0 20
1996 17 4 2 0 23
1997 18 4 1 0 23
Nno answer 2 2 0 0 4
total 135 134 30 11 310

A large proporiion of medium-scale enterprises (employees: 6 to 50) were
established in the first half of the 1990s. The major reason for this is that during
those years, a good number of former state-managed enterprises were divided
and privatized, bringing about new medium-scale enterprises, and that many of
the smail enterprises founded during the first half of the 1990s have now grown
into medium-scale ones. On the other hand, the number of small cnterprises
(cmployces: 1 to 5) has been increasing in the second hall of the 1990s. This is
considered altributable to the favorable condition of the Polish economy.

Concerning the correlation between the scale of enterprise and the type and
place of business, the results of the questionnaire survey do not lead o any new
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conclusion since, as alrcady mentioned, it was made propottional to the
distribution of the existing registered enterprises at the stage of sclecting
cnterprises to which the qﬁi;slionnairc was to be addressed. The only thing that
may be considered a trend is that the textile industry--one of the major
industrics of Konin Province--contains a relatively large number of hrgc
entcrpriscé cach having many cmployccs', whereas the woodworking industry
consists mainly of small and medium-scale cnterpriscs. Though textile
cnterprises are found more in Turck than in other gminas, the other types of
businesses are cvenly distributed throughout the provinge.

Trends of busincss

1ooking at the 1996 sales of the respondent cnterpriscs shown in Table 3.6-5,
231 enterpriscs (84.6%) registered sales of less than § miltion PLN, There are
only threc entcrprises (one cach in food processing, mctalworking, and
ceramics) that cxceeded 50 million PLN in sales. In this connection, of the
cight large manufacturing centerprises having more than 500 cmployees (these
enterprises were excluded from the questionnaire survey), only (wo cnterpriscs
were below 50 million PLN in 1996 sales. The average 1996 sales of the cight
enterprises were 118 million PLN.  The manufacturing enterprise in Konin
Province that marked the top sales was HUTA ALUMINIUM, with 393 million
PLN. Cohsidering that 37 enterprises declined to answer the question about
sales figures and that there is a considerable gap in sales between the cight
large enterprises and the respondent enterprises, il may be assumed thal the

sales figures given by the respondent enterpriscs were on the conservative side.

With rcspcd to the 19941996 sales trends, more than 84% of the enterprises,
regardless of the scale of enterprise and the type of business, answered that they
obtained smalt or big profitls during that period. This atiests to the
generallyhield view that the Polish economy is in good shape (see Figure 3.6-1).
As far as the Study Tcam heard from people of the eaterprises it visited, though
this is not clarificd by the results of the questionnaire survey, up until 1993 the
great majority of the enterprises in Konin Province were in the red duc to the
cconomic stabilization plan--a sort of shock therapy known as the Balcerowice
Plan—-iniplemcnted in the carly 1990s. Table 3.6-6 gives a summary of the
1994-1996 sales trends by type of business.
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Table 3.6-5 SALES IN 1996

Uhit: No. of erterprises, PLNand %

10-20ml.

1924

1995 -

Oa Bb Oc¢c Od Me

- to 5mit | 5-10ml. 20-50n¥1.|50- 100! 100m¥l.- |noanswer]  folal
1-5 110 2 o 0 0 0 -3 135
. 6-50 103 9 8 2 ) 0 12 139
51-250 16 7 1 2 0l 2 2 0
251 - 500 .2 3 i 4 1 0 0 11
SUm 231 2 1 1 37 310
1-5 355 06 G0 0.0 0.0 0.0 74 435
6-50 B2 29 26 08 Q0 0.0 398 432
51 - 250 52 23 03 06 00l 0.6 0 97
251 - 500 06 1.0 03 13 03 00| 0.0 35
totad 74. 6. kY 26 0. 0.6 11. 100.0
Figure 3.6-1 SALES TREND 1994-1936
80.0,
70.(); '
60.0; ;
50.0?
40.02 :
30.0,
20.0

Notc: a. Big profit

b. Small profit

¢. Almost cven
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Table 3.6-6 SALES TREND BY TYPE OF BUSINESS (1594 - 1996)

Unit: No. of Enterprises

10
: Sales Trend _
year a b _ no answer} tolal
Food processing 1994 4 36 2 8 14 62
1995 5 40 2 3 3 9 62
1996 6 48 i 1 2 4 62
Textiles and Garments | 1994 9 27 4 6 i2 58
1995 5 KE) 4 4 i0 58
1996 6 40 3 2 1 6 58
Wooden products 1994 6 22 3 1 10 42
1995 7 23 2 2 8 42
1996 6 28 4 4 42
Concreted products 1994 3 12 i 19 35
1995 2 13 5 1 14 35
1996 3 23 1 8 35
Metal products 1994 1 12 2 1 1 G 23
1995 2 12 2 1 6 23
1996 2 13 2 1 5 23|
Furniture 1994 14 5 19
1995 2 i6 1 19
1996 4 14 1 19
Rubber and Plastics 1994 2 4 2 7 i5
1995 2 5 2 2 4 15
1996 3 7 1 1 3 i5
Papers, printing 19894 5 2 3 i0
1995 7 i 2 10
1996 a 1 1 10
Leathers 1994 2 5 1 1 9
1995 1 4 2 1 1 9
1996 1 6 1 1 9
Machinery 1994 5 3 8
and - 1995 6 2 8
lequipment 1996 1 5 2 8
Chemicals 1994 2 2
1995 2 2
1996 2 2]
Transport Equipment 1994 1 1
1995 1 1
1996 1 1
other 1994 5 i4 1 8 26
1995 3 17 1 5 26
1996 3 i6 1 1 5 26)
total 1994 32 158 17 18 1 84 310
lotal - 1995 29 180 22 15 3 61 31¢
total 1996 35 210 13 11 3 a8 310
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The outlet of a enterprise's producté varics widely according to the scale of the
enterprisc. Table 3.6-7 shows thc markets by scale of cnterprise. Smatl
cnt_crpriscs.scll most of their products within Poland, mainly Konin Province.
With the increase in enterprise scale, the‘proporlions of produclé sold outside
Konin Provi'_ncc and products exported become high, At large enterprises
having more than 250 employces, the export ratio is 52.5% on average, while
the sales to the Konin market account for a mere 1.4%,

Table 3.6-7  MARKET BREAKDOWN

_____|domestic] Konin | i export | export |
-5 96.1 5.7 1.0 2.9
6-50 89.5 51.5 1.71 . 8.8
51 - 250 56.4 16.1 2.6 - 340
251 - 500 44.4 1.4 3.1 525
average 71.6 36.2 3.9 745

renask: unit is pereent, and i.export means indircet export

Table 3.06-8 shows the markets by type of business. The cxporl ratio of
transportation cquipment is 80%. However, this is a figure for only one
enterprise, which fabricates and exports gorgeous horse-drawn carriages which
prevailed in recent times. Hence, it should be treated as an exception. Apart
from this, it may be said that the textile and woodworking industries show a
relatively high export ratio--42.7% and 33.2%, rcspccli»:'cly. §n particular,
TELIMENA, a manufacturer of clothes, and ANDREWEX, a maker of woodcn
products, show a high export ratio--98% and 96%, rcspectively. While the
former makes and sclls clothes on consignment from a German enterprise, the
latter uses domestic resources and exports most of its products. In this context,
it may be said that the latter has significance to Konin's cconomy.

Manufacturing technology and procurement of materials

Question No. 13 in the questionnaire was inserted for the purpose of csiimating
the tevel of technology of cach of the cnlcrpﬁscs su.rvcycd. Table 3.6-9
summarizes the results. Of all the respondent enterpriscs, 171 cuterprises
(55.19¢) gave a positive answer to "Have product design capacity,” 276
entcrprises (89%) responded positively to "Have own quality inspection
system,” and 117 enterpriscs (37.7%) answered yes to "Have capaci'ly for
production planning and cquipment layout.” Since the respondent cnterpriscs
include those which do not need dies, cic,, the above 'res‘_ults'indicatc that many

of the manulacturing cnterprises in Konin Province, regardless of the scale of
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caterprise, apparently Conﬂldcr {hat lhcy have a high level of tcchnolog)"
However, the above quc%tmn was laken dlffcrcnll) by different cntcrpnscg and
as far as the Study Team heard from people of thc cnlcrpnses and factorics il
visited, the above results do nol prcuqcly mirror the present conditions. In
particular, not a fow caterprises, large and small, have obsolescent equipment,
which has no small cffect on their manufacturing operations.

Table 3.6-9 LEVEL OF PRODUCTION TECHNOLOGY

Unit: No of Enterpriscs

a b c - d e |
-5 75 13 35 30 120)
6-50 68 15 61 25 1214

[ 51-250 20 7 16 i1 27
251 - 500 8 2 5 3 _8
stm 171 37 117 69 276

Note :a. designing for producis
b. designing for processing machines for own products
¢. production planning and layoul of production facilitics
d, making dics and molds

¢, own system for quality control and quality assurance

Among the answers to the above question on technology, the points that arc
especially important arc that the percentage of small enterprises with five or
less employces which gave a posilive answer Lo ihc'capacil‘y _'l'or prolducli_on
planning and cquipment layout is 26%, only about one-half that of medium-
scale and large enterprises (average: 47%), and that among the large enterprises
having more than 50 employees, six enterpriscs (14.6%) answered that they did
not have their own quality inspection system.

Question No. 14 concerns the pIOClerll.]CIl[ of materials from outside, that is,
the current number of outside supplicrs of matcrials. The results arc shown in
Figure 3.6-2. The majority of the r'cspondc'nl enterpriscs had not morclihah 50
outside supplicrs. The proportion of cnterprises giving 10 or less oulside
supplicrs was 78.7% for small cntcrpriécs 49.5% for medium-scale ones, and
33.36% for large ones. It may be said that the division of labor beiween
enterprises has not been very popular in Konin Province (or in Poland). Limited
to large cnterprises, cight (33.3%) answered that they had 51 to 100 outside
supplicrs. Judging from the information oblained orally, however, it is
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considered that the majority of those outside supplicrs are located oulside
Konin Province.

Figure 3.6-2 NUMBER OF MATERIALS & PARTS SUPPLIERS

Ba. 1~100b. 11~50 Oc¢. 51~100 (1d. more than 101

Looking at the number of outside supplices by type of business, food
processing cnterprises have relatively targe niumbers of outside supplicts. The
reason for this is that many of the food enterpriscs employing a cooperative
system purchase raw materials from many producers. Conversely, the
manufacturers of concrete products or furniture use a small aumber of outside
supplicrs. This is considered to suggest that they normally work on a small
varicly of materials (see Table 3.6-10). (Note: Concerning the question on
outside supplicrs, there was confusion at the beginning of the survey among the
respondent enterprises as to the number of items procurcd from outside, the
period required for procurement, ctc. As a result, the question was unanswered
by many enterpriscs.)
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Table 3.6-10 NUMBER OF SUPPLIERS BY TYPE OF BUSINESS

Unil: No. of Entcrpriscs

: - a b G d e f |Jnoanswer] total
Food processing 24 13 7 4 2 1 11 62
Textiles and Garments 27 15 3 1 1 11 58
Wooden products 20 10 5 1 6 42
Concrete products 29 2 1 3 35
Metal products 13 4 2 i 5 23
Furniture : 15 1 3] 18
Rubber and Plastics 7 3 2 3 15
Papers, printing 4 1 2 3 10]
Leathers 2 1 2 4 9|
Machinery and equipment] -+ 2 2 2 2 8
Chemicals -2 2
Transport Equipment i 1
other 16 6 2 2 26
total 159 58 29 7 3 1 63f © 310

Notera. 1~10, b 11~30, ¢ 51~100 d. 101~200, < 201~500 f. 501

(4) Management problems and futere plans

Question No. 15 asked cach cnterprise to cite its three major management
problems in order of importance. ‘Table 3.6-11 summarizes the resulls by
problem e (the item ranked first was given 3 points; the item ranked sccond,
2 points; and the item ranked third, 1 peint). The itein runked first by most
respondent enlerpriscs was  "unstable purchasing order from customers,”
followed by "difflicultics in borrowing toans and financing" and "difficulties in
market development” in that order. Small enterpriscs with five or less
cmployees cite the prablem of market development as an especially serious onc.
This is attested to by the results of hearing from those enterprises. Generally
speaking, the enterprises in Konin Province arc conscious of marketing
problems more than technical ones.

Analyzing the answers to the above question by type of business reveals that
the problems enterprises are faced with differ according (o type of business (sce
Table 3.6-12). The food processing industry cites "difficultics in borrowing
loans or financing" and "“obsolescence of production technology andfor
facilitics" as the most scrious problems. On the other hand, many enterpriscs in
the textile industry consider the rising wages as the most scrious problem. @
Another characteristic point is that the woodworking industry is more
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conscious than other industrics of the problem "lack of reliable business
partner.”

Note: Questions of Table 3.6.11 and Table 3.6.12 arc as follows:
Difficultics in borrowing loans or financing

=

Low technical capability and /or job-hopping of employces
Increase in salaries and wages of cmployces

High import dutics of raw materials, intermediates or parts
Obsolescence of production technology and /or facilitics

e e 0 o

Unstable pucchasing order from customers

a2

Severe requirements of customers for quality, price and/or delivery of
products

h. Difficulty in market development

i.  Lack of rcliable business pariner

j.  Ofthers

Respondents chose three items among the above, giving an order of scriousness
in parcntheses as 1%, 2%, and 3"
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Concerning business plans in the foture, of 308 enterprises, 176 (57.1%) say
they intend to expand their production facilities. In this respect, medium-scale
enterprises are especially cager to expand their businesses (sce Table 3.6-13).
In addition, of the 176 caterprises, 123 have plans to expand their production
facilitics within this year or next, indicating that their plans are concrete.
Looking at the woodworking industry, 12 of the 23 éntcrpriscs which showed
an intention to expand are going to implement theic plans within 1997, It may
be said that furniture makers and printing enterprises are also cager to make
invesiments (scc Table 3.6-14).

Procurement of funds

Concerning the current need for funds, the number of enterpriscs answering
"No need” is about 10% larger than that of the cnterprises saying "In need.”
Howcver, the actual situation varics according to the scale of enterprisc. As is
evident from Table 3.6-15, the larger the enterprise, the stronger is the need for
funds. The "Amount” in the Table indicates the average of the concrele
amounis of moncy the enterprises havin'g plans to obtain loans ciled. (90% of
the enterpriscs answering "In nced” gave a concrete figure.) The amount of
money an enterprise plans to borrow varies widely according to the scale of the
cnterprise. Characteristically, in the case of small and medivm-scale enterprises
and large cnterprises having more than 250 employecs, the amount of moncy
they plan to borrow is equivalent to about 60% of their total asscts, whereas
enterprises with 51 to 250 ecmployces wish to get loans amounting to about
250% of their total asscts. ft may be said, therefore, that large enterprises in this
category arc in nced of funds most.

‘The results of interviews with the respondent enterprises show that the smaller
the enterprise, the greater difficulty in obtaining a loan from a financial
institution and the harder conditions of a loan it has experienced. Because of
this, small enterprises tend to give up the idea of obtaining loans anyway. This
tendency seems to be refiected in the answers (o the question about the neced for
funds. Among the uses of funds, purchasing machinery and equipment is
predominant. The implication is that in the face of their obsolescent equipment
and the demand for higher product quality, the enterprises feel the need to
renew their equipment.

3.6-17
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Among the sources of funds, state banks arc the most popular (52 of 163
respondent enterprises). The sccond most popular source is the loan system
offered by public institutes (see Table 3.6-16). This includes the "Loans for
development of entreprencurship in rural arcas’ oﬂucd by RDA, ete. These are
among the major sources of funds available to small and medium-scale
caterprises, There were two cntcrpnsbs which cited lcasing cnterpriscs. It may

be said, however, that the lease system has not become widespread yet in
Poland. o

The questionnaire survey revealed that many enterprises consider that the
greatest problem in borrowing funds from outside is the pile of documents to
submil and the time required (0 complete the loan formalities (sce Table 3.6-
17). The sccond hardest problem is the shortage of morigages. For small
cuterprises, this problem is especially hard to meet,

Table 3.6-17 PROBLEMS IN RAISING CAPITAL

Unit: No. of Enterpriscs, %

7 2 3|3 5 6 sum |

-5 23 20 2 13 2 17 76
6-50 19 38 7 17 B 12 101
51- 250 8 2 5 2 2 2 18
251 - 500 3 2 2 o © 0 7
sum 53 52 i3 3 12 3] 204
-5 295 256 26 179 26| _ 215 __100.0
6-50 8.8 37.6 69 163 78 11.9]__ 1000
51 - 250 44.4 111 1.1 111 11 i1.1]__ 1000
251 - 500 429 28.6 8.6 0.0 00 ____00[ 1000
fotal 26.0 304 64 162 59| 15.2] 1000

Note: Each respondent chose two answers from the folowing:
. Insufficient mortgage or collateral to meet your loan requircment

2. The complicated proceduse, the requirements for documentation and long-Hime

requirenient for evaluation of your application

3. Lack of official guarantee system to complement the insufficient morigage

4. Banks’ passive attitude to finance small and mediuni- qcalc cnlcrpnsm

5. Banks don’t finance the full amount of loan quulrcmcms for examplc 80% of total
requirements is a limit of the loan.

6. Others

3.6-22



{6) Public support for cnterpriscs

‘Table 3.6-18 sumimarizes the replics to the question asking about the support
from bublic agencies the respondent enterprises now usc or expecl to usc in the
future. Concerning the public support they now use, 75% of the respondent
enterprises answered "None.” This question allowed mulliple answers to be
givcn'. Among those answers, the percentage of enterprises using consulting
services of an outside agency was relatively farge. Those consulling scrvices
include the services of RDA, cte. offered on a chargeable basis. The Chamber
of Commcerce and Industey was cited as one of the public sources of
information.

Notc: Question of Table 3.6- 18 and 3.6-19 is as follows:

Q. What kinds of support are you using andfor do you cxpect from
government institutions including state banks, if they can provide it
Choosc one or more applicable to your company.

1. Corporate management advice

2. Financial Management/accounting system consulting
3. TTechnological on quality control

4. Guidance on quality control

5. Training of cmployces

6. Information services (lechnology and marketing)

7. Inquiry services (potential partners and buyers)

8. Inquiry services {material supplicrs)

9. Others

10. Nothing

3.6-23
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Concerning the public support the respondent enterprises expect to use in the
future, answers calling for improvement of the inquiry services that provide
information about potential customers, suppliers of raw matcrials, etc. account
for a large percentage (see Table 3.6-19). On the other hand, the enterprises
which now usc public support in employee training, etc. outnumber those
which expect to usc it in the fulure, The implication is that few enterprises are
willing to depend on public support. Besides, many of the enterprises say they
do not cxpect anylhiné from public support. In this respeet, it is hard to judge
whether the enterprises are full of the spirit of independence or discachanted by
the services of public agencics. As a problem in using public services, 175
enterprises (60%) point out insufficient guiding information about the public
services (sce Table 3.6-20). Probably, this accounts in part for the low rate of
utilization of the existing public scrvices.

Table 3.6-20 PROBLEMS

Unit: No. of Enterprises, %

1 2 3 4 sum

1-5 71 13 13 14 116
6-50 77 19 - 17 16 129
51 - 250 20 8 3 4 35
251 - 500 7 2 2 1 12
sum 175 a7 35 35 292
1-5 61.2 155 1.2 12,1 100

6 - 50 59.7 4.7 13.2 i2.4 100
51 - 250 571 229 8.6 11.4 100
251 - 500 58.3 16.7 167 8.5 100
totat | 59.9 16.1 12.0 12.0] 100

Note: 1. Lack of information about existence of programs and facilitics.
2. Difficulty in gaining access to them.
3. Complicaled and time-consuming procedure to use them,
4. Others

With respect to employee training, the majority of the enterpriscs basically
implement on-the-job training. There are even large and medium-scale
enterprises which sead their employees to other organizations for training. In
the case of small enterprises with five or less employees, however, those which
have no special cmployec training program account for the highest percentage.
According to a comment by onc of the persons who recovered the
questionnaires, the people of enterprises with a few employces scemed
crabarrassed by this question (sce Table 3.6-21).
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Table 3.621 TRAINING EMPLOYEES

Unit: No. of Enterpriscs, %

B 7 2 3 3 sum
1-5 A 15 20 &4 148
G- 50 84 62 43 22 211

51 - 250 19 15 19] 3 56

251.500] 6| 7 g 0 22
sum i58 S| 1] 89| a3
-5 351 10.1 35| 432 100

650 398  294] 204 104 100
51 - 250 339 268 3398] 54 100

251.500] 273 318] 409 0.0 100
total 36.2 227]  208] 704 100

Note: 1. On-the-job training
2. Using in-house consultant
3. Scnd to outside scmitnars/programs

4. No specific programs

Any enterprise in Poland, regardless of ils scale, is obligated to submil its
financial statement to the competent tax office annually. Nevertheless,
enferprises whose annual sales are small are cxempled ..from‘prcparing financial
statements, as long as they put aside a certain amount of lax monthly. This is
reflected in the answers 1o the question asking the émérp_riscs whether or not
they prepare a financial statement annually. As shown in Table 3.6-22, 79% of
the respondent enterprises prepare a flinancial statement annually. Accord'ing to
RDA, which carricd out the present quéétionnairc survey for the Study Team,
the enterprises of a medium or large scale which answered that they did not
prepare a financial statement should be regarded as enterprises which probably
do not prepare a financial statement which shows their financial condition
when formutating a business plan, ete. Namely, it is assumed that cnterpriscs
generally 'pad’ their expenses in preparing a financial slatement, hence their

statements submitted to the tax office do not accurately reflect the actual
conditions.
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Table 3.6-22 FINANCIAL STATEMENT

1 2

_ : 3 sum
1-5 92 32 7 131
6 - 50 110 i6 7 133
51 - 250 28 2 0 30
251 - 500 i1 ¢ 0 11
sum 241 50 14 305
1-5 70.2 244 5.3 100
6-50 | 82.7] - 120 53 100
51 - 250 933 6.7 0.0 100
251 - 500] 160.0 0.0 0.0 100
tolal | - 79.0 16.4 4.6 100

Note: 1. Yes, 2. No, 3. Occasionally

At the end of the questionnaire, cach respondent enterprise was requested to
freely describe the problems it faced at the time of cstablishing the enterprise.
Many of the enterprises pointed out a shoitage of the three basic busincss
clements--manpower, materials, and money. Among them, shortage of funds
was cited by most of them. This agrees with the results of the Study Team's
oral survey. The shortage of [unds includes the shortage of awned capital, the
shortage of mortgages for loans, and the difficulty in borrowing money [rom
financial institutions due to high intcrest rates. The difficulty in market
development was also pointed out by many enterprises. This accounts for the

hope for supply of sufficient information from public agencics mentioned
earlier.

Points of resulls of questionnaire survey

From the results of the questionnaire survey of manufacturing enterprises in
Konin Province, the following points can be cited as characteristics of the
manufacturing enterprises in lhe province.

Nearly 70% of the enterprises surveyed were established in or after 1990.

For the past three years, the enterprises as a whole have been in good shape.
They arc also very cager to expand their businesscs.

Food processing, textiles, and woodworking are the threc major scctors of the
manufacturing industry of the province.
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While textile and woodworking cntérpris’cs show a relatively high export ratio,
food processing enterprises sell their products mainly on the domestic market.
The larger the enterprise, the higher the export ratio the enterprise shows.

‘The industrial struciure is not such that the division of labor among enterprises

is promoted, [t may be said that the province's industrial foundation, including
the major industry seclors, is weak. '

Gencerally speaking, the ‘manufacturing  enterpriscs in the province arc
conscious of markcling problems (unstable purchasing order from customers,
in particular) more than technical matiers in preduction. In the case of small
and medium-scale enterpriscs, the smaller the enterprise scale, the larger the
number of enterprises which have difficully with market development. Many

of the medium-scale enferprises point out the difficulty in procuring lfunds.

'There are few public support systems for the fostering of enterpriscs. There are

also few cnterprises which utilize the existing public support systems
positively.

The image of the manufacturing enterprises in Konin Province that the resulls
of the questionnaire survey bring to mind is of young enterprises which
continug growing through trial and crror with inadequate public support.
Actually, however, the enterprises which are showing good business records
(regardless of type of busincss) are the result of positive introduction of
technology and raw materials from advanced countrics. In Konin Province, the
linkage between different types of businesses and the linkage betwecen the tocal
manufacturing industrics and three key industries {brown coal, clectric power,
aluminum) arc weak. Therefore, in the provincc,ihc mutual rcl'ationship of
coordination (or reinforcement) among design, manufacturing, marketing, clc.
has yet to be established. Since the individual enterprises, large and small, have
a high spiril of independence, many of them point out the unstable purchasing
order of customers, the difficulty in prdcmin'g funds, and the difficully in
market development as their major management problems. |
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